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Sculptural motif, by sculptor Lagoa Henriques. Destined to the
garden lake on the north facade of the Caixa headquarters
building. Consisting of two human-made bronze statues and
a metaphoric rock-type stone block from the Borba area with
1.27 m x 0.70 m x 0.90 m.



MESSAGE FROM THE CHAIRMAN OF THE
BOARD AND THE CHIEF EXECUTIVE OFFICER.

Paulo Moita de Macedo
Vice-Chairman of the board of directors
and Chief Execuive Officer
Considering the effects of the
pandemic and its huge impact in
social and economic terms,
2020 will certainly be remem-
bered as one of the most
challenging years in CGD's
long history. Faced with such a challenge fo society as a whole,
CGD has played an unequivocal, timely and permanent role in ifs
support for the Portuguese economy, responding from the very start
with adequate solutions to meet household and corporate needs.

Measures designed to ensure the continuity of operations and the
full availability of the services provided, while safeguarding the
health and wellbeing of customers and employees have been
implemented since the state of emergency was declared in March.
Face-to-face services at CGD's branch and “corporate offices”
were fully maintained, albeit subject to adjustments on account of
the health measures required by the circumstances. Faced with a
scenario of lockdown and mobility restrictions, CGD accelerated
the process of digitalising its supply based on measures to incentiv-
ise contactless payments without the need to carry cash.

In its awareness of the pandemic’s impact on the economy and
anticipating ifs effect on the income of many households together
with the capacity of companies to generate revenue, CGD has
provided credit protection in the form of moratoria and has
intensified its lending operations based on lines of credit to the
economy. CGD's contribution to combating the pandemic has also
been broadened to cover social projects. It comprises, inter alia,
loans to back research into and the production and distribution of
vaccines, therapies and diagnoses and donations of ventilators and
protective materials.

2020 was also the last year of the 2017-2020 strategic plan,
agreed between the European Commission and the Portuguese
state in 2016 and formally approved in March 2017 in which CGD
succeeded in fulfilling most of its undertakings, notwithstanding the
impact of the pandemic. It can therefore be claimed that the CGD
of today is in a position fo sirengthen its mission and strategic
purpose in terms of its support for households and companies which
is of such importance in the current circumstances, allowing it to
assume the role of a major player in building the future of Portugal’s
economy and society.

In spite of having set up a considerable amount of credit impairment
to provide for the macroeconomic scenario, Caixa nevertheless
achieved a net profit of €492 million, in 2020. This is equivalent to
a refurn on equity (ROE) of 6.1% and was much better than the
European banking average and well above the average of
Portuguese banks.

A higher level of profit over the years of the implementation of the
strategic plan has allowed CGD fo significantly improve ifs capital
ratios. At the end of 2020, the CET1 and total ratios stood at 18.2%
and 20.9% respectively, comfortably meeting the capital require-
ments in force for CGD and exceeding the rafios set out in the
strategic plan. Such ratios, which were higher than the Portuguese

Emilio Rui Vilar

Chairman of the board of directors

and European averages, were
indicative of CGD's robust and
adequate capital position and in
compliance with ECB recommen-
dations, enabling it to propose
the distribution of around €84
million in dividends. This will be the second time that dividends have
been paid in the four years of the implementation of the strategic
plan. This was not foreseen in the plan but enabled CGD to start to
repay its shareholder and consequently taxpayers for the endeav-
ours made in 2017 in terms of CGD’s recapitalisation.

Non-performing loans continued to reduce significantly in 2020,
particularly in the form of recoveries. The NPL ratio stood at 3.9%, in
comparison to 15.8% at the end of 2016. The net impairment ratio
was only 0.1%, as a result of the strengthening of impairment
coverage levels. A highly significant reduction of other non-core
assets  (held-for-sale properties, investment properties and
restructuring funds) has also been witnessed over these four years,
enabling CGD to significantly improve the quality of its balance
sheet. This overall reduction in balance sheet risk is clearly evident in
the improvement of the "Texas Ratio" to 25% at the end of 2020. In
addition to this improvement in CGD's risk profile, group govern-
ance was strengthened in line with best practice and the supervi-
sors' recommendations.

The plan’s objectives in terms of the number of branch offices and
staff have also been met. Particular reference should be made fo the
expansion of training activities as a sine qua non for the requalifica-
tion of teams and to improve their preparation for the new challeng-
es and demands facing banking activity. This has been accompa-
nied by greater investment in digitalisation, not only on a level of the
platforms available to customers but also in ferms of internal
processes. This has made it possible to increase turnover in domestic
activity and improve CGD's competitiveness, enabling it to maintain
or even sfrengthen its market lead in several segments in Portugal.

Caixa has improved ifs rafings over the past four years. Its 5 rating
upgrades undoubtedly reflect the market's recognition of Caixa's
performance which is also evident in the evolution of its subordinat-
ed debt issuances in the secondary market in 2017 and 2018.
Reputational indices also evolved positively in 2020.

2020 also marked the end of the board of directors’ current term of
office. The near future will be challenging and complex owing fo the
still, as yef, uncertain consequences of the pandemic on the
Portuguese economy and society. The CGD of today enjoys
structural conditions of profitability, solidity, liquidity and efficiency
fo enable it fo face present and future challenges with courage and
confidence and to assert its status as a fundamental support for
households and companies. This is the only way in which we will be
able to honour and renew the trust that the Portuguese have always
placed in this institution over its 145 year history.




1.2. Highlights in 2020

In the last year of the Strategic Plan and, despite the impact of the pandemic crisis, CGD
fulfills the vast majority of the agreed commitments.

2020 was marked by the SARS-CoV-2 pandemic and its multiple impacts, leading to a break in the world
economy’s expansionary cycle in progress for more than a decade. Notwithstanding a wide range of support
measures such as state-backed loans, loan moratoria and income support measures to provide for the needs
of households and companies, the euro area economy has contracted significantly.

CGD group’s activity was marked by the impact of the pandemic and the group’s response, comprising
significantly higher levels of support to households and companies. Despite social constraints, CGD
remained fully operational, in its permanent concern to protect the interests of its employees and customers.

Despite this context, consolidated net income for 2020 was down 37% over 2019 to €492 million. This amount
includes an extraordinary gain of €51 million (after tax) arising from actuarial gains in liabilities with post-
employment benefits (pension fund and medical plan).

The recurring net income reaches €450 million, a reduction of 29% (€182 million) over the current result of
2019 of which €355 million (€94 million, a decrease of 21% as against 2019) from domestic activity and the
remaining €95 million from international activity (-48%). Anticipating the negative effects of the pandemic on
the economy and credit quality, the preventive constitution of impairments became imperative, which
conditioned the institution's profitability.

In commercial terms the 9.4% increase in customer deposits was indicative of customers’ confidence in and
loyalty to CGD, enabling it to maintain its market shares and leadership in Portugal. Loans and advances to
companies in Portugal (excluding construction and real estate) were, in turn, up 2.7% and CGD continued
to trend to an increase in its market share of mortgage agreements which totalled 22.4% in 2020 and 24.5%
in the last quarter, with an increase of 12% over 2019 in terms of annual volume.

2020 was a key year in terms of the modernisation of physical (branch office) and technology (digital)
platforms to service its customers, improving their experience and strengthening ties with CGD. Accelerating
digitalisation in Caixa had a positive impact on business and the provision of service, which contributed to
the significant improvement of customers’ perception of the Caixa brand as the "Best Digital Bank" (up 17
pp in comparison to 2019). There were 1.8 million digital customers in Portugal, with more than 281 million
accesses to the Caixadirecta service which were up 21% over 2019.

The "DABOX powered by Caixa” open banking solution is the national open banking market leader with a
75% market share of SIBS API market. It is geared to innovation and a better user experience and was the
first national app to permit transfers from other banks. It was “highly commended” by the Banking Tech
Awards.

The strategic plan’s objective of simplifying and rationalising CGD group’s structure and concentrating on
core activities was pursued, with the incorporation of Caixa Leasing e Factoring and Partang, SGPS, S.A.
into Caixa Geral de Depdésitos, S.A. and, although not part of the strategic plan, investment in the share
share capital increase of Fidelidade - Companhia de Seguros S.A., in the form of an equity swap involving
Multicare - Seguros de Saude S.A. and Fidelidade Assisténcia - Companhia de Seguros, S.A., enabled the
concentration of exposure to the insurance sector in a single company.

On an international level, the Spain and Luxembourg branches were closed while work continued on the
disposal of the equity stake in Banco Comercial do Atlantico (Cape Verde) and BCG Brazil.

In the sphere of its social responsibility, CGD remains committed to sustainable financing, with special
reference to the Principles for Responsible Banking, Principles for Responsible Investment and the
Commitment Letter for Sustainable Financing in Portugal.

CGD achieved an A- leadership rating in the Supplier Engagement Rating 2020. This result was better than
the financial sector average and reflects the quality of the measures taken by CGD to incentivise its value
chain and adopt environmental commitments and practices that contribute to mitigating the impact of climate
change. It achieved a B management score in the Climate Change questionnaire of the Carbon Disclosure
Project (2020).

2020 was also the last year of the 2017-2020 strategic plan agreed between the Portuguese state and the
European Commission. CGD’s performance over the last four years has enabled it to fulfil most of its



commitments in spite of a more adverse interest rate environment than initially projected and the pandemic
crisis. Reference should be made to :

The improvement in CGD's efficiency level with a 49.8% cost-to-income in recurring domestic activity;

A net return on equity (ROE) from current activity of 5.6%; higher than the average for Eurozone
banks;

The improvement in CGD's assets quality with the CGD Group's NPL ratio reaching 3.9% and the NPL
ratio net of impairments by 0.1%, the decrease in individual and sector concentration to the largest
exposures and the improvement of the Texas Ratio;

The reinforcement of the CETL1, Tier 1 and Total capital ratios, which in 2020 reached, on a fully loaded
basis, 18.2%, 19.4% and 20.9%, respectively (including the net result for the period) and above
Portuguese and European average;

The resumption of dividend payments, in 2019, for the first time in nine years, amounting to €200
million, suspended in 2020 owing to the need to comply with the ECB’s recommendation owing to the
global pandemic. In 2021, while subject to limitations under a new ECB recommendation, a dividend
payment of €84.5 million will be proposed to the shareholders’ meeting;

Adequacy of liquidity levels, mainly based on customer deposits and without having to rely on ECB
lines of credit;

The improvement in the rating attributed to CGD with 5 upgrades since 2017 and the successful
completion of three issuances in international markets;

The improvement of reputational indexes and CGD's image.

CGD IN FIGURES

Strategic Plan — Execution in 2020

Profibility Efficiency Prudence Resilience

ROE  56%  Costto 49.8%  NPL 3.9% CET1 18.2%

Income Ratio
Fully
Recurrent Recurrent
Domestic activity Implemented
2019: 8.1% 2019: 47% 2019: 4.7% 2019: 16.9%

Customer Service (in Portugal)

Customers Digital customers  Remote banking Attendance
3.7 millions 1.84 millions 510 thousand 556
customers Banking
36% of the 53% of eligible attendance
population customers +15% over 2019

| |



CGD INDICATORS

INCOME STATEMENT

Net interest income

Non-interest income

Total Operating Income

Operating costs

Net Operating Income before Impairments
Income before tax and non-controlling interests
Net income

BALANCE SHEET

Net assets

Securities investments

Loans and advances to customers (gross) (2
Customer resources

Debt securities

Shareholders' equity

PROFIT AND EFFICIENCY RATIOS

Gross return on equity - ROE (3)

Net return on equity - ROE (3)

Gross return on assets - ROA (3)

Net return on assets - ROA @)

Cost-to-income (3)

Total Operating Income / Average net assets (s)
CREDIT QUALITY AND COVER LEVELS
NPL ratio ®

NPE ratio ©

NPL cowerage by impairments

NPE cowverage by impairments

Crd. imp. (P&L) / Loans & adv. custom. (aver.)

1,205 1,132 1,026
564 720 582
1,786 1,884 1,626
1,001 965 835
785 919 791
749 1,092 637
496 776 492

89,091 85,776 91,375
16,497 20,463 23,459
54,926 50,122 50,149
63,423 65,792 72,033

3,260 2,463 1,371
8,285 8,566 8,701
10.3% 13.7% 8.1%
6.6% 9.8% 6.1%
0.9% 1.3% 0.8%
0.6% 0.9% 0.6%
54.4% 50.1% 50.0%
2.0% 2.2% 1.9%
8.5% 4.7% 3,9%
6.7% 3.8% 2,9%

62.4% 79.3% 97,0%
61.6% 73.5% 91,3%
0.2% -0.1% 0,33%

NOTE: Values published in the Annual Report of the respective period, not including any reexpression effects of the the financial statements.
(1) Includes assets with repo agreements not related to loans and advances to customers and trading derivatives.

(2) Includes assets with repo agreements not related to secutity investments.

(3) Ratios defined by the Bank of Portugal.
(4) NPL - Non performing loans - EBA definition.
(5) NPE - Non performing exposures - EBA definition.



STRUCTURE RATIOS

Loans & adv. custom. (net) / Custom. dep. 3 81.5% 73.0% 66.6%
SOLVENCY RATIOS (CRD IVICRR) ©

Common equity tier 1 (phased-in & fully implemented) 14.6% 16.9% 18.2%
Tier 1 (phased-in & fully implemented) 15.7% 18.1% 19.4%
Total (phased-in & fully implemented) 17.0% 19.5% 20.9%
LEVERAGE AND LIQUIDITY RATIOS (CRD IVICRR)

Leverage ratio (fully implemented) 7.7% 8.7% 8.7%
Liquidity coverage ratio 234.6% 331.1% 449.0%
Net stable funding ratio 148.9% 156.0% 173.0%
BRANCH OFFICE NETWORK AND HUMAN RESOURCES

Banking presences - CGD Group 949 948 931
Number of branches - CGD Portugal (7) 580 570 556
Number of employees - CGD Group (g) 12,978 12,372 11,798
Number of employees - CGD Portugal (s) 7,244 6,706 6,244
RATINGS (LONG/SHORT TERM)

Moody's Bal/NP Bal/NP Bal/NP
FitchRatings BB/B BB+/B BB+/B
DBRS BBB (low) BBB BBB

/R-2 (mid) /R-2 (high) /R-2 (high)
NOTE: Values published in the Annual Report of the respective period.
(3) Ratios defined by the Bank of Portugal.
(6) The 2020 ratios include a dividend deduction of approximately €85 million, which corresponds to an impact of 20 bps according to the ECB's
recommendation.
(7) Includes physical branches, self-service branches and corporate offices.
(8) Effective staff.
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1.3. CGD Today

1.3.1. Mission and values

In 2019, CGD's sole shareholder, recognizing its leading role in the Portuguese financial sector and the moment
of profound change in the financial sector, as well as the adoption of a new model of corporate governance,
formulated a new Mission Letter where it determines the mission, vision, guidelines and fundamental values for
CGD's future..

Mission

CGD’s mission consists of creating value for the Portuguese society, by providing quality banking services to
individuals and companies, thus contributing for the well-being of Portuguese families and for the development of
the corporate sector, while generating and adequate return to the shareholder. CGD’s ensures clients have access
to diversified array of quality financial products and services, with special emphasis on savings and medium and
long term credit solutions, based on an efficient corporate governance model and respect for the highest ethical
standards.

Vision
CGD’s shareholder vision is that of a reference institution in the financial system and leader in the banking sector

in Portugal, which permanently strives to enhance its competitive advantages and guarantee levels of financial
strength, profitability, service and efficiency in line with the best practices observed in the European banking sector.

Values

CGD’s activity and employees’ conduct are governed by the following fundamental values:

e Trust, guaranteeing the security of depositors, fostering a long term relationship with clients and
privileging their loyalty, providing high quality services and products that are adequate for clients’ risk
profiles, reinforcing the stability and financial strength of the institution;

e  Profitability, ensuring an adequate return on public capital, based on the sustainability of the business
model and an efficient and rigorous management;

e Transparency, providing services and communicating internally and externally in a truthful, clear and
objective manner;

e Integrity, by scrupulously fulfilling legal, regulatory and contractual provisions, respecting ethical values
and obeying conduct rules;

e Professionalism, as a way to provide the best service to clients and to establish relationships with all
stakeholders, with high technical competence, rigor and diligence;

e  Proximity, through an encompassing network of branches in Portugal, as well as long distance channels
based on the use of new technologies, guaranteeing an innovative, diversified and accessible offer;

e Responsibility, to clients that entrust CGD with their savings, but also investors and the society in
general, through the involvement in social responsibility programs and initiatives, sustainable
development and financial literacy;

e Risk culture and rigor, ensuring the adoption of best practice in risk management, reinforcing clients’
trust, as well as that of the market and the shareholder through an adequate management of its balance
sheet;

e Innovation, relying on technological developments, leading digital banking in Portugal, with open
architecture solutions, as a way to meet the evolution of clients’ expectations and preferences in a
multichannel approach.

Policies and courses of action in the sphere of the defined strategy
CGD bases the development of its activity on the following guiding principles:

e  Sustainability of the business model, ensured by the profitability of operations, coupled with adequate
risk management and an encompassing network of financial services;
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Support to the economy, by guiding lending activity to companies, especially by promoting the
internationalization and operationalization of lines to support small and medium sized companies;

Maintenance of CGD’s role in providing banking services to individuals, by creating attractive savings
solutions and guaranteeing a comprehensive coverage and high quality of service;

Efficient corporate governance model, in line with best practices;

Continuous valuation of employees, promoting merit, initiative and human capital creation, in a
framework of stable working relationships that foster productivity;

Monitoring technological developments in the financial sector, both at the institution’s level,
guaranteeing adjustments that allow CGD to keep its competitiveness in a dynamic financial market and
to lead digital banking in Portugal, as well as in the relationship with its clients, by financing investment
in innovation and technological development of companies;

Ensuring CGD’s international dimension is guided towards the development of business relationships
with countries and territories with strong cultural and commercial ties with Portugal and the valuation of
CGD'’s brand;

Commitment with the principles of social responsibility, sustainable development and respect for

stakeholders.

1.3.2. Governance model

Although the year 2020 was marked by the Covid-19
pandemic crisis, CGD’s statutory bodies continued to
operate regularly, based on their use of telematic media
and permanent oversight and monitoring of its activity,
having, for this purpose, created a specific internal
governance model.

This resulted in the setting up of the Covid risk
committee in April 2020 to permanently oversee and
monitor all risk areas inherent to CGD group’s activity,
with fortnightly meetings being held for analysis,
discussion and deliberations on issues related to the
pandemic’s development and consequent impact on
CGD’s activity, namely operational, business continuity,
financial markets and updates of macroeconomic
projections, information technologies and cybersecurity
issues. The Covid risk committee particularly monitored
the evolution of credit risk and moratoria in CGD, and in
the group’s international entities. These meetings were
attended by members of the risk committee, chief risk
officer, chief financial officer, non-executive members of
the board of directors and all divisions involved in the
main areas of concern for CGD group, including, in
addition to, inter alia the office for economic research,
international business relations division, and marketing
divisions (corporate and individuals) risk areas.

In terms of CGD governance model, the board of
directors enjoys the broadest range of powers to
effectively manage and represent the company’s
activity with the executive committee being responsible
for running the company’s day-to-day affairs, pursuant
to the authority delegated to it and approved by the
meeting of CGD’s board of directors held in 2017, which
authority remains in force.

Members of CGD'’s statutory bodies are elected under
a shareholders’ resolution for a period of four years and
may be re-elected, replaced by co-option or at the
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behest of the supervisory board, in the event of the
definitive absence of a board member. A co-option must
be ratified by the first shareholders’ meeting to be held
after the co-option. The co-opted board member shall
remain in office up to the end of the current term of
office. In any event, members of the board of directors,
as well as members of the supervisory board subject to
the assessment mechanisms provided for in RGICSF.

In statutory terms, the number of terms of office
successively undertaken by members of the board of
directors is limited to four, with the number of terms of
office of members of the supervisory board and the
statutory audit company being subject to the
dispositions set out by law. Upon coming to the end of
the respective terms of office, members of statutory
bodies shall remain in office until new officeholders are
elected, without prejudice to the requirements and limits
set out by law. It is not mandatory for the terms of office
of various statutory bodies to coincide. The current term
of office of the supervisory board started in 2016 and
ends in 31 December 2019 whereas the term of office
of the board of directors began in 2017 and ended on
31 December of 2020.

The supervisory board is responsible for supervising the
activity of the management body, ensuring compliance
with the law and CGD’s articles of association, verifying
and overseeing the independence of the statutory
auditor or statutory audit company, as set out by law
and, particularly, examining the suitability of and
approving the provision of other services in addition to
audit services.

The statutory audit company is designated by the
shareholders’ meeting, at the proposal of the
supervisory board.



The office of CGD’s inspector/auditor is held by Ernst &
Young Audit & Associados, SROC, S.A. which was
elected for the term of office which started in 2017 and

Arlindo Limede de Oliveira was also elected as a non-
executive member of the Board of directors, to complete
the 2017-2020 term of office.

ended on 31 December of 2020.

During 2020, the members of CGD’s General Meeting
for the 2020-2023 mandate were appointed. Professor

Board of Directors Supervisory Board

Chairman Vice-Chairman and Chief Chairman
Emilio Rui da Veiga Peixoto Vilar Executive Officer Guilherme Valdemar Pereira de Oliveira
Paulo José de Ribeiro Moita de Macedo Martins
Non-Executive Members Members
Members

Ana Maria Machado Fernandes
José Maria Monteiro de Azevedo Rodrigues

Hans-Helmut Kotz

Francisco Ravara Cary
Anténio Luis Traca Borges de Assungéo

JE [Pl T Wil Manuel Lazaro Oliveira de Brito

José Anténio da Silva de Brito

José Jodo Guilherme

Mary Jane Antenen
Altina de Fatima Sebastian Gonzalez Villamarin

Nuno Filipe Abrantes Leal da Cunha Rodrigues

Maria Jodo Borges Carioca Rodrigues

Nuno Alexandre de Carvalho Martins

Statutory Auditor

Ernst & Young Audit & Associados,

Arlindo Manuel Limede de Oliveira

SROC, S.A.
Carlos Anténio Torroaes Albuquerque

Partner
Ana Salcedas

CGD revised the regulations on its special committees in 2020, with the aim of accommodating the regulatory
changes coming into force in 2020. The set up and operating Special Committees in the sphere of the Board of
directors are the following:

Audit and Control Committee — responsible, inter alia for overseeing the activity of the executive
committee, the disclosure of financial information and effectiveness of internal audit control and risk
management systems of CGD and CGD’s Group companies, without prejudice to the responsibilities of
the supervisory board.

Risks Committee — responsible, inter alia, for overseeing the management policies on all financial and
non financial risks related with CGD’s activity such as liquidity, interest rate, foreign exchange, market,
credit risks, compliance and reputacional risks, , in a separate and consolidated perimeter, without
prejudice to the responsibilities of the supervisory board on these isues.

Appointments, Assessment and Remunerations Committee — responsible, inter alia, supporting and
advising the Board of directors in defining, approving and overseeing the application of matters related to
remuneration policy, of mechanisms that ensure effectiveness in assessing the individual and collective
adequacy of the Board of directors and the supervisory board. It is also responsible, in particular, to ensure
the adequacy of the composition and the Succession Plan of the management and supervisory board,;
evaluating the performance of the members of the management and supervisory bodies in an effective
manner and ensuring an effective process of selection and assessment of the suitability of the key function
holders.

Governance Committee — responsible, inter alia for the analysis, overseeing and advice on matters
such as corporate governance, ethics and conduct, conflicts of interest, social responsibility, sustainability
and sustainable finance, annual report on the functioning of the corporate governance structure and
opinion on the Corporate Governance Report, which is an integral part of the Annual Report and Accounts.
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Appointments,

Audit and Control Risks Committee
Committee
José Maria Monteiro de Ana Maria Machado Fernandes

Azevedo Rodrigues
José Maria Monteiro de

Altina de Fatima Sebastian ARl REITLES

Gonzalez Villamarin

Hans-Helmut Kotz
Nuno Filipe Abrantes Leal
da Cunha Rodrigues Mary Jane Antenen

Arlindo Manuel Limede de
Oliveira

Assessment and Governance
Remunerations Committee Committee
Nuno Filipe Abr_antes Leal Altina de Fatima Sebastian
da Cunha Rodrigues Gonzalez Villamarin

Ana Maria Machado

Fernandes

Nuno Filipe Abrantes Leal
Cunha Rodrigues

Manuel Lazaro Oliveira de

Brito

Hans-Helmut Kotz

Anténio Borges de

Assuncao

Arlindo Manuel Limede de

Oliveira

Mary Jane Antenen

COMMITTEES - AS OF 31/12/2020

Audit and Control Committee

Risks Committee

Nomination, Assessment and Remuneration Committee

Corporate Governance Committee

Non-Executive Supenvisory Board 2020
Members Members meetings

3 0 31
5 0 15
& 2 15
4 0 15

Chapter 3 contains the full version of the "Corporate Governance Report" detailing the policy and activities
developed in 2018 to reinforce CGD's good corporate governance practices. It should be noted that CGD's activity

is supervised and scrutinized by the following entities:

e European Central Bank

e Bank of Portugal

e Single Resolution Board

e  Securities Market Commission
e  European Banking Authority

o Directorate Generale for Competition
(E.U)

e  Competition Authority

e |Insurance and Pension Funds
Supervisory Authority

e  Ministry of Finance
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Court of auditors (partial aspects)
External Auditors

Supervisory Board

Remuneration Committee of the General
Meeting

Non-Executive Members

Nomination Assessement and
Remuneration Committee

Rating Agencies



1.3.3. CGD Group

Shareholders’ structure

CGD is an exclusively public limited liability company whose shares may only belong to the state. It had a share
capital of €3,844,143,735 on the 315t of December 2020 in the form of 768,828,747 shares with a nominal value of
€5.00 each.

CGD Group structure

Caixa Geral de Depdsitos Group has direct and indirect equity stakes in a series of domestic and international
companies operating in diverse sectors such as commercial banking, investment banking and venture capital, asset
management, specialised credit and real estate.

CAIXA GERAL DE DEPOSITOS GROUP

(PERCENTAGE OF EFFECTIVE PARTICIPATING INTEREST)

DOMESTIC INTERNATIONAL
Caixa Geral de Depdsitos Banco Caixa Geral (Brazil) (*) 100.0%
Banco Nacional Ultramarino (Macao) 100.0%

B. Comercial do Atlantico (Cape Verde) (*)

COMMERCIAL BANKING

B. Interatlantico (Cape Verde)
B. Com. Invest. (Mozambique)
Banco Caixa Geral (Angola) 51.0%

oo
W]of®
S1ISIR
SIS

Caixa Gestéo de Ativos

CGD Pensdes

SPECIALISED CREDIT  [ISeEY:
INY SIS TN {\[ell Caixa Banco de Investimento A Promotora (Cape Verde)
Esegur Inmobiliaria Caixa Geral (Spain) (**) 100.0%
PN W\ =V e =l Caixa Senicos Partilhados Imobci (Mozambique) 46.3%

Caixa Imobiliario 100.0%
Caixa Participagbes, SGPS “lele]0l%) Banco Internacional Sdo Tomé e Principe 27.0%
OTHER PARTICIPATIONS
Parbanca, SGPS 100.0%

(*) Sale in progress; (**) Wind down in progress

IS
&
)
>

In compliance with the Strategic Plan, the corporate reorganization of the CGD Group, initiated in 2018, continued
in 2020, aiming to simplify the structure by reducing the number of holding companies and carried out through
merger or dissolution of associated companies, highlighting the integration of Caixa Leasing e Factoring in CGD.

The structure resulting from this reorganization will contribute to a higher profitability in future years by eliminating
operating costs for the CGD Group.

Section 3.4 of this report ("Group Structure") details the changes in terms of acquisition and disposal of group
structure.

Branch office network

CGD Group's branch office network, at the end of 2020, comprised 931 banking presences, 17 fewer than in the
preceding year. As regards the evolution of its domestic geographical network CGD continued to further its branch
office network streamlining process by closing down 9 physical and 6 self-service branches across 2020 and
opening one more new “Espacgo Caixa” (Caixa space) as a new customer proximity model designed to provide a
service to meet the requirements of smaller localities. This process was developed in full partnership with customers
and the principal local stakeholders, as the bank’s most important assets in order to protect existing customer
relationships.

CGD ended the year with 511 active branches and Espacos Caixa, 13 self-service branches, 25 “corporate offices”
and an additional 4 office extensions, 3 mobile units and one Caixa Bl branch, coming to a total of 557 presences
in Portugal. CGD provides 3,521 self-service equipment, including 1,164 items of equipment on its own network
(460 in-house machines and 704 bank passbook printers) plus 2,357 Multibanco network ATMs.
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CGD’S OFFICES AROUND THE WORLD

2019-12 2020-12

CGD (Portugal) 570 556
Branches with face-to-face senice and CGD stores 519 511
Mobile branches 3 3
Self-senice branches 19 13
Corporate offices and local extensions 29 29

Caixa - Banco de Investimento (Lisbon+Madrid) 2 2

France Branch 48 48

Banco Nacional Ultramarino (Macau) 21 21

Banco Comercial e de Investimentos (Mozambique) 209 211

Banco Interatlantico (Cape Verde) 9 9

Banco Comercial Atlantico (Cape Verde) * 34 34

Banco Caixa Geral Brasil (Brazil) * 1 1

Banco Caixa Geral Angola 38 35

Other CGD branch offices 16 14

Total 948 931

Representative offices 9 9

(1)Sale in progress

CGD Group continued to restructure its international presence in line with its strategic plan, focusing on geographies
having strong relationships with Portugal. Over 2020, the Spanish Branch and the Luxembourg Branch were closed
and the disposal processes of Banco Caixa Geral Brasil and Banco Comercial do Atlantico (Cape Verde) continued.
These operations were aimed at rationalising CGD Group’s international structure, enabling it to free-up capital and
reduce its risk profile. Reference should be made to the opening of 2 new Banco Comercial e de Investimentos
(BCI) branches in Mozambique.

INTERNATIONAL BRANCH OFFICE NETWORK

Spain Germany
Caixa Banco de Investimento 1 CGD - Representative Office 1

Inmobiliaria Caixa Geral

France United Kingdom
CGD - France Branch 48 CGD - Representative Office 1
Belgium Switzerland
CGD - Representative Office 1 CGD - Representative Office 1
Brazil Venezuela
Banco Caixa Geral Brasil ? 1 CGD - Representative Office 1
CGD Investimentos ® 1 Canada

CGD - Representative Office 1

Africa

Cape Verde

Banco Comercial do Atlantico ® 34
Banco Interatlantico

A Promotora

Angola

Banco Caixa Geral Totta Angola 35

S&ao Tomé e Principe

Banco Intern. S. Tomé e Principe 12
Mozambique

Banco Comercial e de Investimentos 211

>
@
)

China — Macau
Banco Nacional Ultramarino,SA 21
BNU — Shangai Representative Office 1

India

CGD - Representative Office 2
East Timor

CGD — East Timor Branch 14

(1) Wind down in progress; (2) Sale in progress.
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Human resources

CGD Group had 11,798 employees at 31 December 2020, 574 fewer than in December 2019. The reduction
occurred was largely due to CGD Portugal in conformity with CGD’s strategic plan, as agreed with DG Comp.

Banking operations (CGD Portugal) 6,706 6,244 -462 -6.9%
Other @ 5,666 5,554 -112 2.0%
Total 12,372 11,798 -574 -4.6%

(1) Effective staff, includes employees from other Group companies.
(2) Doesn'tinclude Caixa Geral de Aposentagdes' employees and employees in other situations such as secondments or extended absences.

In 2020, the Employees' remuneration was paid in accordance with the Collective Labor Regulation Instruments in
force for CGD, namely the entry into force on March 31 of the new Company Agreement. In promotions processes
it was considered the time count for the purposes of level seniority promotions and career progressions, according
to defined criteria in the Company Agreement. There were also promotion processes by merit and by management
act made at the initiative of CGD.

Wage variation @ 2.19% 2.84% 2.41% 2.35%
Inflation rate (Portugal) 1.4% 1.0% 0.3% 0.0%

a)Includes lunch allowance; b) Reflects the 2019 salary scale increase that took place in January 2020.

The award of commercial incentives was also maintained, and a Performance and Potential Award was decided
which covering some 78% of the employees.

Caixa Brand

Brand

The impact of and response to the Covid-19 pandemic, relationships with its customers, based on positive and
which highlighted the need for Caixa'’s transformation in  relevant communication.

order to meet its customers’ needs and the
contingencies imposed by such a social emergency in
an endeavour to ensure quality of service and maintain
its reputation of trustworthiness that the Portuguese
have enjoyed for so many decades.This transformation
was also reflected in the tone of Caixa’s communication
with customers.

Caixa’s campaigns, in 2020, enhanced its visibility in the
banking context. Caixa achieved the lead position in
campaign recall, in the second quarter, in the middle of
a pandemic crisis, with its "Life doesn’t stop" institutional
campaign. This was the period of the year in which it
achieved the best total recall level in the customer
segment.

The year 2020 saw the start of a new cycle with the
launch of new “more humanised” graphics and a new
slogan for the bank - "Caixa. For each and for all.". "For
all" is built on the idea of "us" and is underpinned by the
national whole, size and strength of union. "For each",
implies personalisation and guarantees the ability to
satisfy the individual interest of each customer,
households, companies and business.

According to the BrandScore 2020 survey, the Caixa
brand continues to enjoy a positive reputation, rising 6
points compared to 2019 and staying above the average
of Portuguese banking, namely in the attributes
considered essential to its sustainability: trust, strength,
governance, ethics and transparency, having
emphasised customers and the general population’s
recognition and preference for the Caixa brand.

CGD adjusted its communication plan to respond to the
impact of the pandemic, with the aim of strengthening
communication with its personal and corporate
customers and employees, maintaining proximity and a
focus on solutions designed to facilitate day-to-day
management and interaction with the bank. Based on
this premise and taking advantage of the growth of its
audience, investment focused on digital media and
television, videos and other appealing and dynamic
formats. This strategy has enabled Caixa to enjoy close

Based on assessments of CGD customers, Caixa
achieved improvements in all brand indicators,
particularly "Relevance in the Sector", the indicator with
the highest increase and also the best assessment in
the banking context, translating recognition of its
importance in the financial sector. Caixa is the banking
brand with the largest increase in customer loyalty and
a significant improvement in its appeal to non-
customers.
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Caixa 72 72 76
Average 72
Banking on

Portugal
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N

2016 2017 2018 2019 2020

Source: BrandScore 4Q2020

Support for culture

Caixa’s support for the broadest range of cultural interests has been publicly acknowledged. Reference should be
made to its support for the activity of the private Caixa Geral de Depdsitos Foundation - Culturgest with the object
of developing cultural, artistic and scientific activities. The Foundation was funded by an initial endowment from
Caixa which also provides its premises, as well as an annual endowment and was granted “public utility” status
owing to the merit of its not-for-profit activities.

The 2nd “Caixa na Culturgest” cycle took place in 2020. This initiative aims to improve the ties between Caixa and
its Foundation - Culturgest in addition to broadening the disclosure of Culturgest’s activity to its target audience and
Caixa’s customers. This cycle comprised 4 concerts by leading Portuguese musicians (Resisténcia, Pedro
Abrunhosa & Comité Caviar, Tim and Rui Veloso) and was attended by an audience of 1,376 spectators. It enabled
Caixa to further enhance its image as a promoter of culture and especially so in the challenging times currently
being experienced by the sector.

Four “Encontros Fora da Caixa”, [Meetings outside Caixa] were also held in 2020, continuing to foster and improve
the relationship between Caixa and the community. Caixa succeeded in holding two live events (Sintra and Vila
Nova de Gaia) while still in the pre-pandemic phase. The “Encontros Fora da Caixa” events in Mangualde and
Lisbon took place in totally digital format and succeeded in achieving a proximity-based, reflective approach, in
which music and conversation hosted by Pedro Abrunhosa with Cardinal José Tolentino de Mendonga (Mangualde)
and writer Gongalo M. Tavares (Lisbon), in a very intimist setting, were both singular and inspiring. These events
were attended in person by 1,146 customers, accompanied by 58,850 streaming views.

Prizes and Distinctions

Reference should be made to the award of the following prizes and distinctions in 2020:

#, Y/ . - .
Comercial Banking @ Banking Brand (9‘) Caixa Gestao de Ativos

1st Portuguese bank in CET1 and
62" European position in the Best
Performing Banks category in the
Top 250 European Banks 2020
ranking - The Banker Magazine

1st placed Portuguese bank in the
worldwide ranking for the 3rd
consecutive year in the Top 1000
World Banks 2020 ranking — The
Banker Magazine

Best Bank in Portugal 2019 ,
Europe Banking Awards 2019 -
EMEA Finance magazine

“6
HR Managment <)

Awarded a distinction for "Active
Ageing and Preparation for
Retirement" for the 2" consecutive
year from Human Resources
magazine which recognises the best
companies for Personnel
Management in Portugal

Most valuable Portuguese bank
brand (AA+), Top 500 Banking Brands
2020 - The Banker Magazine

Most Reputable Brand 2020 |
Banking, — Marktest Reputation Index

Brand distinguished with the “On
Strategy” award | Brands Reputation
Portugal 2020 Awards” attributed by
the Reputation Knowledge Centre

Banco N°1 in Portugal in the Top 500
Banking Brands 2020 ranking - The
Banker Magazine

. e
Digital Banking ¥

App DABOX:

Best Communication Campaign in
the Banking and Financial Services
category — SAPO Prizes 2020
Highly commended from Banking
Tech Awards

Best National Global Bond
Manager - Morningstar Awards
2020 received for the 4th year and
encompassing its global funds offer

Best National Bond Manager —
Morningstar Awards 2020, awarded
for the 6th consecutive year

Sustainable Finance Prize 2020
from Euronext Lisbon, which
recognises the best positive impact
on environmental or corporate
governance issues

Best Fund for the 2" consecutive
year in the “Other Equity Funds”
category and in the “Bond Index
Fund” category and for the 1sttime in
“Other Bond Funds” category —
“Best Funds 2020 - Jornal de
Negécios / APFIPP®” prizes

(1) Portuguese Investment Funds, Pensions and Wealth Association
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1.4. Activity and Financial Information

1.4.1. Economic-financial framework

Global economic evolution

The expansionary cycle that has lasted for more than a
decade was brought to a halt in 2020 by the
epidemiological crisis and consequent pandemic
triggered by the Sars Cov-2 (Covid-19) virus, resulting
in a substantially higher level of contraction of the world
economy than in the 2008/20009 crisis.

According to the most recent International Monetary
Fund (IMF) estimates the world economy contracted by
3.3% in 2020 following the preceding year’s growth of
2.8%. The decline in economic activity took place both
in the developed and emerging blocs, with sharp falls of
4.7% and 2.2% in GDP, respectively.

The geopolitical and commercial uncertainties which
helped to put a brake on global growth in 2019 were
relegated to a secondary sphere early in the year. The
severe restrictive measures put in place by several
governments in an attempt to contain the rapid spread
of the viral outbreak, including lockdowns which
affected a large part of the population for several weeks,
have had a highly significant, across-the-board impact
on economic activity, with the shutdown of value chains
and drop in economic activity that, in several sectors
such as travel or tourism, came close to 100%.

The evolution of the pandemic across 2020 was divided
up into three distinct stages. February to May witnessed
the initial shock with a first wave of cases crossing the
world at different rates, but with a major impact owing to
the state of unpreparedness to deal with a health crisis
of this magnitude, forcing the suspension of a large
proportion of economic activity, except for essential
activities. National health systems were forced to deal
with a large influx of patients, both those suffering from
Covid-19 in addition to other diseases. Companies were
forced to condition their activity by arranging for a
substantial number of their employees to work from
home or introducing lay-offs in cases in which work
could not be performed remotely. Households, forced to
stay at home, reduced their consumer spending, fuelling
an unprecedented drop in demand.

Restrictions were progressively eased in the second
stage (between May and August), with lockdown having
achieved the desired effect on the number of new daily
cases and with a gradual return of economic activity.
This was, however, always subject to constraints owing
to the high possibility of the spread of the virus, which
forced the population and the business community to
constantly adapt to new health rules. In spite of the
return to a certain normality, several sectors, mainly
travel and tourism, continued to be affected to some
degree. The industrial sector, on the contrary, continued
to trend to recovery across the rest of the year,
benefiting from an improved level of world trade from

19

May onwards. During the summer, in the European
Union, the European Council reached a unique
agreement, referred to as NextgenerationEU, which
mainly took the form of grants and funding solutions at
very low rates. In addition to financial support, European
countries evidenced a capacity for understanding to
meet a challenge which has affected everyone without
exception. With the aim of preventing the loss of human
life as far as possible and the need to resume economic
normality as soon as possible, several companies and
entities  accelerated their research into and
development of an effective vaccine.

A latter stage (September to December) witnessed a
fresh increase in cases which, this time, was much more
marked than in the first wave of the pandemic, both in
developed and emerging blocs. In spite of the larger
number of cases, the impact of the reintroduction of
measures on economic activity was much lower.
Economies have shown a greater capacity to adjust to
the demands of the new circumstances. Companies
and households already knew how to react and adapt in
the best way possible, in addition to the fact that
government support had already been put in place and
the processes comprising the transfers of aid had been
created. This helped to channel support to where it was
most needed. These elements helped to cushion the
decline in the rate of economic activity in the last quarter
but were unable to prevent the occurrence of significant
contraction across 2020 as a whole. Notwithstanding
higher levels of investment in the health sector, national
health systems, in spite of continuing to be overloaded,
have succeeded in adapting and managing the situation
more efficiently and effectively, taking into account the
infrastructure limitations in light of the new wave of
cases.

The approval and distribution of the first vaccines was
also initiated on an emergency basis at the end of the
year. This was an important factor in boosting the
optimism of the population, companies and investors
and helped to create a better outlook.

Intervention by governments and central banks was a
crucial factor in containing the more severe damage
caused by the pandemic.

Innumerable countries implemented unprecedented
fiscal stimulus measures equivalent to around 10% of
aggregate GDP in 2020, contributing to an end of year
situation in which the public debt to GDP ratio had
attained its highest level since the Second World War.
Although fiscal policymakers acknowledged the risks
involved in increasing debt, the pressure to continue to
implement additional fiscal stimuli remained high in line
with the response required by the crisis.



The implementation of such programmes led to a highly
significant increase in public expenditure as the only
GDP component to show an increase in 2020. Private
consumption and investment components, on the other
hand, posted negative growth. Major short term
uncertainty led to the postponement of projects and
capital investment on a global level, even in an
environment of the historically low interest rates
charged by major central banks.

No country in the developed bloc succeeded in avoiding
a contraction of activity in 2020. In G4 terms, Europe
was the most penalised, with a higher level of
contraction in the euro area and in the United Kingdom
in comparison to Japan and the US. Reference should
be made, in the euro area to the sharper decline in
southern European economies such as Spain and
Portugal et al owing to the more significant role played
by tourism and the leisure sector in terms of economic
activity.

There has been an increase in the unemployment rate.
Government support, however, has proved effective in
containing more significant damage, particularly in
comparison to the increases observed during the last
crisis. This increase in the number of unemployed led to
a reduction of household disposable income. This
movement differed between Europe and the US.
Whereas, in the case of the former, the increase in the
length of unemployment was longer, gradual and of a
lower magnitude, in the US it was sharper and
temporary.

Contraction was less pronounced in the emerging bloc
owing to 2.3% growth in China. Although the pandemic
originated in this country and brought industrial activity
to a standstill in February and March, the subsequent
recovery was remarkable. The other emerging countries
were significantly affected by the spread of the virus.
Although this had an equally devastating social and
economic impact, in countries with greater weakness in
terms of medical care and logistics, infection and
mortality rates have been much higher. Special
reference should, therefore, be made to the regions of

GROSS DOMESTIC PRODUCT (GDP)

European Union
Euro Area

USA

Japan

Russia

China

India

Brazil

Latin America and India with negative GDP variations of
7% and 8%, respectively.

In spite of the uncertainty surrounding the pandemic,
economic activity continued to be affected by the
persistence of uncertainties related to political issues.

Negotiations on the future relationship between the
European Union (EU) and the United Kingdom
continued to be a focus of instability. Following a long
period of negotiations between them a trade and
cooperation agreement establishing preferential
agreements in areas such as trade in goods and
services, digital commerce, intellectual property, public
procurement contracts, aviation and road transport,
energy, fisheries, coordination of social security, law
enforcement and judicial cooperation on criminal
matters, thematic cooperation and participation in Union
programmes was agreed. Although it does not match
the level of economic integration existing when the UK
was an EU member state, the trade and cooperation
agreement goes beyond traditional free trade
agreements and provides a solid basis for preserving
existing relations. The United Kingdom left the
European Union on 31 December 2020.

Political uncertainty in the US, in an election year,
remained high. In November, the Democratic Party
secured control of the Presidency and both Houses of
Congress. A central issue was the indecision over
control of the Senate, which until then had had a
Republican majority. This deadlock was only resolved in
2021, when the Democrats secured an advantage in the
future adoption of statutes, including new economic
stimuli promised during the campaign to support the
economy during and after the Covid-19 pandemic.

Several outbreaks of social instability were also
witnessed in various regions, including demonstrations
against general lockdown measures. People were
showing less willingness towards a new general
lockdown owing to “lockdown fatigue”. This factor has
put the effectiveness of more restrictive measures
needed to prevent a fresh increase in new cases at risk.

=2020
2019

-10.0%-8.0% -6.0% -4.0% -2.0% 0.0% 2.0% 4.0% 6.0% 8.0%
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ECONOMIC INDICATORS

GDP Inflation
Unemployment
Change rate Change rate

European Union 1.6% -6.3% 1.4% 0.7% 6.7% 7.2%
Euro Area 1.3% -6.8% 1.2% 0.3% 7.5% 7.9%
Portugal 2.5% -7.6% 0.3% 0.0% 6.5% 6.8%
Germany 0.6% -5.0% 1.4% 0.4% 3.1% 4.0%
France 1.5% -8.3% 1.3% 0.5% 8.5% 8.5%
Spain 2.0% -11.0% 0.8% -0.3% 14.1% 16.7%
Italy 0.3% -8.8% 0.6% -0.1% 10.0% 9.9%

United Kingdom 1.5% -9.9% 1.8% 0.9% 3.8% 4.5%

USA 2.2% -3.5% 1.8% 1.2% 3.7% 8.1%

Japan 0.7% -4.8% 0.5% 0.0% 2.4% 3.3%

Russia 1.3% -3.1% 4.5% 3.4% 4.6% 5.8%

China 6.1% 2.3% 2.9% 2.4% 3.6% 3.8%

India 4.2% -8.0% 4.8% 6.2% n.a. n.a.

Brazil 1.1% -4.1% 3.7% 3.2% 11.9% 13.2%

Sources: IMF (World Economic Outlook - April 2021 for non-EU members GDP, inflation and unemployment)
European Commission (Winter 2021 Economic Forecast - February 2021for GDP and inflation; Autumn 2020 Economic Forecast for unemployment)

n.a. — not available

According to preliminary data released by Eurostat, economic activity in the euro area was down 6.8% following
growth of 1.3% in 2019. The sharp contraction derived from the negative contribution of both domestic and external
demand. As opposed to previous recessions, the main sectoral impact was recorded in sectors with a more intensive
level of human contact and not in such goods producing sectors as industry or construction. Contraction was across-
the-board to all components with the exception of public expenditure given the high level of stimuli to the economy.

All EU member states posted negative GDP growth rates in 2020. This was particularly the case of Spain, in which
growth was down from 2% to a negative 11%. The least unfavourable performance was noted in Lithuania, with a
0.8% contraction of GDP.

In spite of the sharp decline of activity, there was only a slight increase in unemployment, owing to the
implementation of job protection measures across all member states. Such measures included fewer working hours
or wage subsidies with the aim of avoiding mass redundancies and drop in income levels. The unemployment rate
In the EA and EU was 7.9% and 7.2% respectively, up 0.4 pp and 0.5 pp over 2019.

The more adverse employment conditions in the EA and consequent decline in household disposable income
contributed to a sharp reduction of inflation, which, mainly owing to the negative contribution of energy components,
posted negative rates from August onwards. This was first time this has happened since 2016. This decrease was
also due to lower inflation in services and energy products.

The harmonised index of consumer prices (HICP) was down from 1.2% in 2019 to 0.3% in 2020, moving further
away from the 2% reference level established by the European Central Bank (ECB).

EUROPEAN UNION AND EURO AREA ECONOMIC INDICATORS

2019 2020 2019 2020

Gross domestic product (GDP) - Change Rate © 1.6% -6.3% 1.3% -6.8%
Private consumption 1.6% -8.2% 1.3% -8.7%
Public consumption 2.0% 2.1% 1.9% 1.9%
Gross Fixed Capital Formation 5.7% -10.3% 5.8% -11.2%
Domestic demand 2.3% -8.2% 2.1% -8.5%
Exports 2.7% -11.3% 2.5% -11.5%
Imports 3.8% -10.0% 3.9% -10.1%
Inflation rate (HICP) @ 1.5% 0.7% 1.2% 0.3%
Ratios

Unemployment rate @ 6.7% 7.2% 7.5% 7.9%
General government deficit (as a % of GDP) -0.5% -8.4% -0.6% -8.8%

Source: European Commission
(a) Noted values
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GDP growth of 2.2% in the US in 2019 was followed by
contraction of 3.5% in 2020 owing to lower domestic and
external demand. This performance was not even more
negative only because of the introduction of
unprecedented fiscal and monetary stimuli, both by
amount and as a percentage of GDP. Owing to greater
labour law flexibility, the labour market experienced
major volatility with a loss of more than 20 million jobs
at the start of the crisis. In spite of strong economic
recovery in the second half of the year, 2020 ended with
about 10 million fewer jobs than prior to the pandemic.
After falling to a 50 year low in 2019, the unemployment
rate rose to 8.1% in 2020.

In Japan, GDP contracted by 4.8% in 2020, a less
negative result than that of European countries. This
divergence largely reflects the differences between
countries’ behavioural and public health responses to
infection, the flexibility and adaptability of economic
activity to low mobility rates, pre-existing trends and the
structural rigidity with which they entered the crisis.
Unemployment was up from 2.4% in 2019 to 3.3% in
2020.

China’s rate of economic expansion in 2020 was lowest
of the last four decades at 2.3%. China was, however,
one of the few countries not to experience an annual
decline in the rate of economic activity as a reflection of
effective containment measures, a vigorous response in
terms of public investment and liquidity support from the
central bank. The recovery of China’s industrial sector
and exports also benefited from urgent, significant
needs for medical material at a global level and software
and technologies to enable teleworking.

In emerging Asia, reference should be made to the falls
of 8% and 2.1% in 2020 in India and Indonesia following
the preceding year’s growth of 4.2% and 5%.

In the case of Latin America, GDP in Argentina, in 2020,
was down 7%, with all economies in the region posting
negative changes. The largest reductions were in
Argentina (10%) and Peru (11.1%), although Brazil's
performance was less negative with a reduction of
4.1%.

Eastern Europe was also badly affected by the Covid-
19 pandemic. According to the IMF, economic activity
was down by an annual 2%. Russia, which experienced
a rapid spread of the virus, was forced to bring in
containment measures and witnessed a 3.1% decline in
its rate of economic growth in which the sharp reduction
of oil prices and lower oil and gas production were also
contributory factors.

Economic growth in sub-Saharan Africa was down by
1.9% in 2020 according to the IMF’s latest estimates.
The most negative contribution was in South Africa,
whose GDP was down 7%, mainly on account of the
impact of containment measures. Oil exporting
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countries, in addition to the effects of the pandemic,
were also affected by the fall in the price of the barrel of
crude.

Angola’s economy, which continued to be overseen by
the IMF under the extended fund facility, completed its
second year of financial assistance in 2020. The most
recent estimates point, this time, to a 4% decline of GDP
in 2020, for the fifth consecutive year. The shock to the
economy was once again the result of a reduction in oil
production associated with the pandemic and lower
prices across most of the year. Inflation moderation of
recent years experienced a trend reversal in rising from
by an average of 17.1% in 2019 to 22.2% in 2020. This
increase derived from interruptions to production on
several sectors owing to the pandemic and sharp
currency depreciation (down 26.3%, following a
decrease of 35.5%).

In Mozambique, as in other low resource countries in
the region, efforts were concentrated on economic
recovery and containing the negative impacts of the
pandemic. According to the IMF, GDP contracted for the
first time in almost 30 years by 0.5%. The inflation rate
rose by a marginal 0.3 pp to an annual 3.1%,
accompanied by the metical’s continued depreciation, in
an environment of heightened risks and uncertainties
following the Covid-19 pandemic and occurrence of
further natural disasters, in addition to growing military
instability in the northeast of the country.

Cape Verde was one of the African countries most
affected by the pandemic, following the introduction of
measures to contain the spread of the virus in
developed countries. Travel restrictions have greatly
affected tourism as the main economic sector, bringing
it practically to a standstill, as well as its related sectors.
According to an IMF projection Cape Verde’s economy
contracted by 6.8% and therefore brought the period of
strong expansion, beginning 2017, to an end.

In Macau, gambling as the main economic activity was
badly affected by the pandemic, with year-on-year
revenues down by close to 100%. The strong recovery
of China’s economy was not enough to prevent GDP
contraction of 52.5% in 2020, resulting from a 79.3% fall
in gambling revenues, owing to severe restrictions on
tourist movements.

2020 witnessed moderation in inflation rates against the
previous year. As opposed to increases in the prices of
several goods and commodities, the effects of weak
aggregate demand offset the impact of breaks in
production chains. Inflation in the advanced economies
fell to below pre-pandemic levels. There was a sharp
decline in the rate of inflation (0.7%, against 1.4%) in
emerging economies, in the early phase of the crisis,
albeit increasing in several countries over recent
months and resulting in a marginal decrease to 5%.



European Central Bank

In view of the magnitude of the negative impact of the
Covid-19 pandemic, central banks have injected
unprecedented monetary stimuli, both in terms of scale
and speed of implementation. This action was designed
to protect jobs and ensure the maintenance of financial
conditions conducive to the transmission of monetary
policy and, accordingly, lending to households and
companies while also endeavouring to provide the
immediate liquidity needed. The responses were
consistent with the central banks’ historical role in
providing emergency assistance to financial institutions
while also, in the case of financial markets, providing
essential liquidity during periods of increased volatility
and financial stress. At the same time, they also
implemented economic support instruments, reducing
interest rates and backing the flow of credit to
borrowers.

The European Central Bank (ECB) was no exception.
After lowering the interest rate on its standing deposit
facility in 2019 to a negative 0.50%, the ECB favoured
other unconventional monetary policy instruments to
address the Covid-19 pandemic, maintaining its
reference rates.

The main monetary policy was the pandemic
emergency purchase programme - PEPP with an
allocation of €1,850 billion and geared to reducing the
cost of borrowing and stimulating lending in the region.
The programme started with an amount of €750 billion

Other Central Banks

Also as regards the actions of G4 central banks, the
board of governors of the US Federal Reserve (Fed)
has taken several measures to comply with its mandate
of maximising employment and price stability in the US
economy, together with its responsibility for promoting
and defending the stability of the financial system.

Firstly, the federal open market committee (FOMC) as
the body responsible for the Fed’s monetary policy
reduced the target range for the fed funds rate to 0%
and 0.25% at its two unscheduled meetings of 3 and 15
March. This comprised a total decrease of 150 basis
points (bps), bringing its reference rates back to their
lowest level since the 2008 financial crisis.

Secondly and as in the case of the ECB, the Fed again
introduced an unlimited quantitative easing programme
at a monthly purchase rate of $120 billion. The
programme not only includes US sovereign bonds, but
also mortgage-backed securities.

Thirdly, to support the flow of credit to companies and
households, the Fed provided several temporary loan
and financing facilities. These facilities comprised
formal financial assistance programmes provided by the
central bank to meet the financing needs of eligible
borrowers.
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and latterly increased in two stages. The measure made
a significant contribution to keeping vyields on
government bonds at very low levels, particularly in the
case of European periphery countries. The quantitative
easing programmes have also been maintained since
2014. To improve this instrument’s effectiveness, the
ECB has increased the flexibility of eligibility criteria, to
include a larger number of securities, as regards both
corporate and sovereign bonds.

The European Central Bank has increased the amounts
of its lending to banks by improving the conditions of
series Il of its targeted longer term refinancing
operations ("TLTROs”) with lower financing costs, in
addition to increasing the flexibility of the means by
which they are able to secure funding specifically for
loans to those most affected by the pandemic, including
small and medium-sized enterprises. The criteria
attached to asset-backed collateral have been relaxed
for this purpose.

The ECB advised the use of the own funds that banks
must hold for the purpose of using the said funds to
absorb losses and/or back lending to companies and
households. The flexibility of the timing, maturities and
procedures in terms of prudential policies has been
increased.

Swap lines were reactivated and others improved in
order to preserve financial stability, in cooperation with
other central banks outside the euro area.

The economic policy committee of the Bank of England
(BOE) reduced its bank rate to 0.10% at the start of the
crisis in March. In order to support the accommodative
nature of interest rate reduction, the amounts of
sovereign and corporate debt securities acquired
monthly by the central bank under its quantitative easing
programme were also increased in November. The BoE
also decided to alleviate the legal reserves ratios that
banks must hold in order to stimulate lending to the
economy.

The number of changes made by the Bank of Japan
(BOJ) was not so significant, largely owing to the
extremely accommodative nature of monetary policy at
the outbreak of the pandemic. The BoJ introduced a
special funds operation to facilitate corporate financing
in the form of an open market operation under which the
central bank provides loans against eligible collateral. It
also allowed the loan of ETFs (exchange-traded funds)
held on its balance sheet to increase the liquidity of
respective markets.

The Central Bank of Canada (0.25%), Bank of Norway
(0.25%), Central Bank of New Zealand and Reserve
Bank of Australia (0.10%) reduced their respective key
interest rates to close to zero. As in the case of other
central banks, they also implemented quantitative
easing programmes or forward financing schemes.



The performance of the main central banks in the
emerging economies was also markedly conditioned by
the response to the pandemic.

In Asia, China’s central bank — People’s Bank of China
(PBoC) - once again introduced stimuli to mitigate the
impact of the pandemic. The principal measures
included banking system liquidity injections through
open market operations, increased lines of credit and a
reduction of interest rates on these lines and cuts of 50
bps and 100 bps in statutory reserve ratios for large and
medium-sized banks respectively. India has witnessed
a sharp reduction of 115 bps and 155 bps in its key
interest rates to 4% and 3.35%, as well as other support
measures such as LTROs and cuts to reserve ratios.

In Eastern Europe, the Turkish Central Bank’s key
interest rate was reduced by 300 bps but subsequently
reversed to end 2020 at 17%. In Russia, the central
bank decreased its key interest rate by a total of 200 bps
in 2020, to 4.25%.

In Latin America, the Central Bank of Mexico cut its key
interest rate by 275 bps and introduced financial system

Portuguese economy

Global evolution

Together with the other euro area countries, the
Portuguese economy contracted sharply in 2020 as a
consequence of the negative effects deriving from the
pandemic, resulting from lockdowns and the nationwide
implementation of restrictive measures and lower
external demand which particularly impacted tourism.

According to INE data, the 7.6% contraction of the
Portuguese economy, in real terms, was a more
negative result than that of the euro area. Private
consumption as the principal demand component
contracted 5.9% in 2020, whereas gross fixed capital
formation (GFCF) fell by 2.2%, although less than in
previous recessionary periods owing to the positive
contribution made by the construction sector. The
negative effects were asymmetrical across the various
sectors of activity but were more marked in the case of
services and those areas most reliant on personal
contacts (commerce, hotels and restaurants). Exports
ended the year with a reduction of 18.6% (down 34% for
the component related to services). The few positive
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support measures for up to 800 billion pesos, or 3.5% of
GDP. The Central Bank of Brazil lowered its key interest
rate (SELIC) by 225 bps, to a historical minimum of 2%.
Measures were also taken to boost liquidity in the
financial system. They included a reduction of reserve
requirements and capital conservation buffers, as well
as a temporary relaxation of supply rules.

Monetary accommodation in the first half of the year, in
Angola, was progressively replaced by more restrictive
measures at the end of the year in order to avoid the
risk of increases of inflation, excess liquidity and
exchange rate depreciation. The Central Bank of
Angola increased the mandatory foreign currency
reserves ratio from 15% to 17%. The BNA’s basic
reference rate remained unchanged at 15.5 %. In spite
of higher levels of volatility across the year, the Central
Bank of Mozambique continued to normalise credit and
liquidity conditions as well as the trajectory towards a
reduction of its key reference rate, to a total 250 bps,
leading the latter to close the year at 10.25%.

contributions particularly included a 0.5% increase in
public consumption.

As regards the trade balance, according to the Bank of
Portugal, the economy’s net external borrowing
requirements in 2020 were estimated to be 0.6% of
GDP, as a result of the deterioration of the balance of
goods and services by 1.6 pp of GDP.

According to the state budget proposal for 2021, there
was a 7.3% deficit on the general government budget
balance in 2020 following a marginal surplus of 0.1% in
2019. This result derives from the broad range of
measures to combat the adverse effects of the
restrictive measures, strengthening of the national
health system and expenditure on the supply of goods
and services essential to the functioning of the
economy. The public debt ratio increased by 18 pp to
around 135% at the end of the year, bringing the
downwards trend in progress to a halt and returning to
the 2014 level.



PORTUGUESE ECONOMIC INDICATORS

Gross domestic product (GDP) - Change Rate 2.8% 2.5% -7.6%
Private consumption 2.6% 2.6% -5.9%
Public consumption 0.6% 0.7% 0.5%
Gross Fixed Capital Formation 6.2% 5.4% -2.2%
Domestic demand @ 3.1% 2.8% -4.6%
Exports 4.1% 3.9% -18.6%
Imports 5.0% 4.7% -12.0%

Inflation rate (HICP) 1.0% 0.3% 0.0%

Ratios

Unemployment rate 7.0% 6.5% 6.8%

General government deficit (as a % of GDP) -0.3% 0.1% -7.3%

Public debt (as a % of GDP) 121.5% 117.2% 135.1%

Source: INE and European Commission
(a) Contribution to GDP growth (percentage points).

Eurostat’s harmonised index of consumer prices for Portugal recorded an annual rate of change of -0.1% in 2020
(0% in the case of the INE indicator), as opposed to 0.3% in 2019. This moderation mainly derived from the evolution
of the energy products component, with a negative variation of 5.3% as opposed to a negative variation of 1.3% in
2019 and services, with a 0.6 pp deceleration to 0.5%, largely on account of the restaurants and hotels and transport
sub-components. The food and beverage components, including alcohol and tobacco, were up from 0.6% to 1.8%.
The rate of growth of underlying inflation was also lower than last year. Growth of 0.5% in 2019 was followed by nil
growth in 2020.

The labour market witnessed a more than 0.3 pp increase in the unemployment rate over 2019 to 6.8%. The
relatively slight rise in unemployment in comparison to the sharp decline of GDP was only made possible by the
measures to support companies and workers provided by the retention schemes. The labour force underutilisation
rate in 2020 was estimated to be 13.9% and was up 1.2 pp over the preceding year. Youth unemployment (15 to
24 year olds) of 22.6% was up 4.3 pp over 2019. In 2020, the number of average hours effectively worked per week
was 31, 3 fewer hours than in the previous year, comprising a reduction of 11.3% in the number of effective working
hours. Employment was down by an estimated 2%.

PORTUGUESE ECONOMIC INDICATORS

2020
Inflation Rate
2019 mGDP
u Exports
= Imports
2018

-20.0% -15.0% -10.0%  -5.0% 0.0% 5.0% 10.0%

Credit and deposits

In 2020, the M3 liquidity aggregate (which, in addition to currency and coins, includes bank reserves and sight and
deposit accounts and government bonds held by the public), excluding currency in circulation, grew by 11.7% or
4.1 pp over the end of 2019. Total deposits were up 13.9%, at a much higher rate than the 3.7% registered in 2019.
Personal customers’ and emigrants’ deposits were up from 3.7% to 7.9%. The deposits of non-financial corporations
were, in turn, up 7.1 pp to 17.6%.

Total domestic credit was up 3.7%. This result was more positive than the 1% recorded in 2019, mainly owing to
the 10% growth of credit to non-financial corporations, following the previous year’s 1.1%. In terms of lending to
personal customers, credit for consumption and other purposes was down 5.8 pp, with no variation over the
preceding year, as opposed to mortgage loans which were up from 0.1% to 2%. The rate of change in credit to
general government remained practically unchanged at a negative 6.4%.
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MONETARY AGGREGATES IN PORTUGAL @

M3, excluding currency in circulation
Total deposits
Deposits made by non-financial companies
Individual customers’ and emigrants’ deposits
Total domestic credit
Loans and adv. to central and local government
Loans and adv. to non-financial companies
Mortgage loans

Consumer and other credit
Source: Bank of Portugal

8.5% 7.6% 11.7%
2.7% 3.7% 13.9%
7.8% 10.5% 17.6%
3.9% 3.7% 7.9%
0.3% 1.0% 3.7%
-5.4% -6.5% -6.4%
1.7% 1.1% 10.0%
-0.7% 0.1% 2.0%
7.7% 5.8% 0.0%

(a) Rates of change based on end-of-month balances. Deposit aggregates do not include NMFI (non-monetary financial institutions) deposits. Credit

aggregates include securitised loans.

CREDIT EVOLUTION IN PORTUGAL
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Interest rates

Economic activity in the euro area in 2020 contracted
sharply owing to the Covid-19 pandemic and
consequent containment measures which affected all
economic sectors and particularly tourism. Several
companies have seen their activity down by close to
100%, requiring an urgent need for liquidity for business
support purposes. The ECB was prompt to announce a
series of mechanisms geared to encouraging bank
lending to the economy by reinforcing existing monetary
policy instruments.
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Unlike in the past, the ECB has maintained its key
interest rates at pre-pandemic levels, i.e. at minimum
values. Key interest rates stood at 0.25%, 0.00% and
-0.50%. In order to ensure that financial conditions
continued to be as favourable as possible for
households and businesses and the public sector, the
ECB launched a series of instruments to support the
economy’s institutional sectors.

It firstly created the PEPP (pandemic emergency
purchase programme) with an initial allocation of €750
billion, which was latterly increased by €600 billion and



then by €500 billion to its current total of €1,850 billion, of up to 50 bps lower than the interest rate on the
further reinforcing the previously existing asset standing deposit facility, i.e. a negative 1%.
purchasing programme or APP (sovereign and
corporate debt securities). In addition to the amount, the
eligibility of securities was also higher than normal.

In terms of supervision, the ECB also advised European
banks to make use of their own funds reserves which
were set up as buffers for difficult times. It also eased
The ECB further improved bank funding through its  several deadlines and processes in terms of prudential
targeted longer term refinancing operations ("TLTROs”  requirements.

or TLTRO Ill) with longer maturities and an interest rate

INTEREST RATES @

2018 2019 2020

Fed funds rate 2.25%-2.50% 1.50%-1.75% 0.00%-0.25% 0.00%-0.25% 0.00%-0.25% 0.00%-0.25%
ECB reference rate 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Euribor
Overnight -0.356% -0.446% -0.437% -0.470% -0.485% -0.498%
1 month -0.363% -0.438% -0.423% -0.510% -0.529% -0.554%
3 months -0.309% -0.383% -0.363% -0.422% -0.498% -0.545%
6 months -0.237% -0.324% -0.287% -0.308% -0.480% -0.526%
12 months -0.117% -0.249% -0.171% -0.225% -0.443% -0.499%
New credit operations
Non-financial companies 2.29% 1.85% 1.68% 1.59% 1.77% 1.69%
Individual customers - mortgage loans 1.36% 1.10% 1.02% 1.16% 0.92% 0.80%
Term deposits and savings accounts ©
Non-financial companies 0.17% 0.11% 0.09% 0.08% 0.07% 0.07%
Individual customers 0.17% 0.12% 0.10% 0.09% 0.09% 0.09%

Source: Bank of Portugal
(a) Rates relative to last day of month; (b) Operations involving more than €1 million; (c) Deposits with an agreed maturity period of up to 2 years.

There was a one-off increase in short term interest rates between March and the end of April, with a return to a
gradual downward trend from May onwards.

The EONIA rate showed greater stability relative to the Euribor rate in the initial weeks of the crisis, gradually closing
the gap with the interest rate on the standing deposit facility across the remainder of 2020. Euribor yield curve rates,
which were trending downwards at the start of 2020, rose sharply during the first pandemic shock up to April,
particularly over the longer maturities. With the ECB’s introduction of monetary policy measures from May onwards
money market rates initiated a sharply downwards trend, falling to successive historical lows in December.

EURIBOR
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-0.50

0.75
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12m —Gm 3m —1m

Euribor rates across the year as a whole, fell in all 1, 3, 6 and 12 month reference periods by 11.6 bps, 16.2 bps,
20.2 bps and 25.0 bps, respectively, ending the year at -0.554%, -0.545%, -0.526% and -0.499%.

The performance of interest rates on new operations, in the case of mortgage lending, was similar, having declined
up to the end of the year, as opposed to operations targeted at non-financial corporations in which they remained
stable. Borrowing rates were also down in 2020, both for non-financial corporations and the personal customers
sector.
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Foreign exchange markets

In the foreign exchange markets, one of the main
highlights of 2020 was the trending to depreciation of
the US dollar.

The US currency has historically trended to appreciation
in periods of deceleration and/or economic contraction,
coinciding with higher demand for lower risk assets. The
dollar then recorded periods of sharp depreciation at
times close to the turn of the economic cycle, in the
transition of GDP from contraction to recovery.

The pattern was repeated during the period of greater
uncertainty of the Covid-19 pandemic. Investors clearly
showed preference for reducing their exposure to risk
assets in the early stage of the pandemic. This benefited
dollar-denominated assets. The dollar's subsequent
depreciation, lasting up to the end of the year, coincided
with an uninterrupted period of appreciation of higher-
risk assets, including the share indices of emerging
markets. In conceptual terms, the depreciation of the US
dollar would stimulate emerging markets, with higher
bond yields and faster economic growth prospects.

The Federal Reserve’s aggressive monetary policy,
based on its quantitative easing programme and low
interest rate environment, which discourages purchases
of dollar-denominated assets, contributed to the annual
depreciation of the dollar. The fact that the Fed, under
the revised monetary policy strategy, allowed inflation to
overshoot by more than 2% in August for a certain
period, contributing to a situation in which the US dollar
initiated a second depreciation phase, lasting until the
end of 2020 was also important. The dollar’s effective
worth (i.e. its evolution relative to a broad basket of
currencies) depreciated by an annual 6.7%. The
bilateral variation against the euro was -8.9%, ending
the year at $1.22 to the euro. As regards its other major
trading partners, the US dollar depreciated by 2%
against the Canadian dollar.

In contrast to the depreciation of the dollar, the euro’s
effective worth appreciated, especially between May
and the end of July. This process was interrupted after
the announcement of NextgenerationEU and the
strengthening of a broad range of monetary stimuli
announced by the ECB based on its PEPP.

In the case of the UK, the evolution of sterling, in
previous years, was influenced by the uncertainties
arising from Brexit. The agreement and a clearer vision
of future trade relations reached between the United
Kingdom and the European Union benefited the pound.
Albeit less beneficial to the United Kingdom in
comparison to its previous status, the agreement was
recognised as a positive development. Sterling
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depreciated 5.4% against the euro and appreciated
3.1% against the dollar.

The Japanese yen appreciated 4.9% against the dollar,
in contrast to its depreciation of 3.6% against the euro,
confirming its status as a safe currency in 2020. With
lower interest rates in the developed bloc, and other
central banks pursuing extremely expansionary
monetary policies, the appetite for sovereign bonds
outside the Japanese market, when adjusted for
inflation, started to taper off. This led to higher demand
for Japanese government bonds, whose Yyields
remained close to zero between March and the end of
the year. Demand from Japanese investors was
particularly strong.

As regards the currencies of the emerging economies,
a weakening US dollar owing to the prospects of world
economic recovery, distribution of vaccines, climate of
low interest rates and favourable outcome of the
elections benefited the basket of emerging currencies,
which were up by an annual 15.8%. This result was
practically the same as in the previous year, having
closed at its highest value since January 2018. Several
of the major emerging currencies failed, however, to
benefit from this movement. The Chinese yuan was
down 6.3% against the US dollar although reference
should be made to the 29% depreciation of the Brazilian
real and the Turkish lira (down 25%), which fell to
historic lows in June owing to concerns over a rapid
increase in Covid-19 cases, state of the public budget
and low bank reserves. In Russia, the rouble fell by
19.5%. In addition to an economy badly affected by the
pandemic, this evolution was supported by oil prices.
South Africa’s rand also performed less favourably in
depreciating by an annual 5% against the dollar. In Asia,
India’s rupee was down 2.4%.

In 2020, Angola’s Kwanza depreciated for the sixth
consecutive year against the euro and the dollar and
continued to undermine the Angolan economy’s
recovery capacity in view of the increasingly high import
costs of goods and services. With liquidity shortages in
the foreign exchange markets and increase in the
currency exchange rate on the parallel market, the
kwanza ended 2020 down 48% in value against the
euro and 35% to the dollar at 795.2 Kz/€ and 650.9
Kz/$, respectively.

Mozambique’s currency ended 2020 down 32.4%
against the euro and 21.3% against the dollar to 91.5
MT/€ and 74.6 MT/$, respectively. In addition to the
adverse conditions in Mozambique owing to the
pandemic, which affected the region’'s economic
outlook, liquidity shortages in the foreign exchange
markets were also felt.
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Capital markets

Notwithstanding the largest post-war economic crisis as
a result of the Covid-19 pandemic, the value of financial
assets increased significantly in 2020.

The initial phase of the pandemic marked by panic was
followed by an equally panic-stricken liquidation of
financial assets in March. Risk appetite was fuelled by
intervention on an unprecedented scale by
governments and monetary authorities around the world
for the purpose of mitigating the impact of economic
contraction. Governments implemented economic
stimulus and social protection programmes. Central
banks also played a decisive role in strengthening
monetary policies in most cases and in providing the
necessary liquidity. Another element upon which the
referred to risk appetite was based derived from very
low interest rates and marginal returns on what was
traditionally considered to be safe investments.
Negative real returns spurred investors to seek higher
returns through the acquisition of higher value assets
such as shares and lower-rated corporate debt. The end
of March onwards witnessed the start of market
recovery and growing confidence in anticipation of a
rapid economic recovery. Close to the end of the year,
confidence in financial markets was also driven by a
favourable outcome on three fronts.

US markets remained calm in spite of the period of
turbulence following the presidential and congressional
elections as a result of the likelihood that the new
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administration would launch a new, wide-ranging
economic stimulus programme and expectations of a
more collaborative approach to traditional trade allies.

Another important moment towards the end of the year
was the understanding reached between the European
Union and the United Kingdom on the post-Brexit trade
agreement following four and a half years of difficult
negotiations.

Last but by no means least, the willingness to takes
risks in financial markets was supported by the
announcement, firstly by Pfizer and followed by
Moderna of highly favourable preliminary results related
to Covid-19 vaccines, with efficacy levels of more than
90%. The pharmaceutical companies announced that
they would be submitting applications for the approval
of vaccines for emergency use before the end of the
year, estimating large-scale production from early 2021.

Although this announcement did not alter the perception
of the need for the existing restrictive measures, it
fuelled greater optimism over the evolution of economic
activity in 2021.

One of the most important episodes of 2020 occurred in
Europe in July and made a huge contribution to
improving prospects not only for the region, but also for
the rest of the world.



The 27 member states reached agreement on the next
multiannual financing framework, which included the
recovery and resilience facility. With an allocation of
€672.5 billion in grants and loans this was the main
element of the recovery package agreed in 2020 by the
EU with the aim of tackling the social and economic
crisis caused by the Covid-19 pandemic in the form of
NextgenerationEU.

Previously, in April, the Eurogroup had reached
agreement on a first series of measures to combat the

Stock Markets

effects of the pandemic for an overall amount of €540
billion. The measures included (i) soft loans to member
states (€100 billion) from the EU budget and targeted at
supporting employment and workers (SURE), (ii) a
European Investment Bank guarantee fund which could
leverage up to €200 billion in funding to SMEs and (iii)
the creation of a support facility under the European
stability mechanism (€240 billion) allowing each country
to borrow up to 2% of its GDP to finance the health area.

Stock markets went through two markedly different periods in 2020.

Between February and the end of March, fears of the global spread of Covid-19 led to a considerably heightened
level of risk aversion, leading stock markets to record their highest losses since the financial crisis of 2008-09. Initial
losses reflected unprecedented losses in terms of economic activity, including China, which up to a certain point of
time had been one of the major economies most affected by declining trade flows, disruption of production chains
and increasing uncertainty and fear, which penalised investment and consumption decisions.

Against this background, stock markets in the US and
Europe ended the first quarter with losses of more than
20%. Losses on the MSCI Global index amounted to
21.7%. This was the most significant quarterly
depreciation since second half 2008.

From the end of March, a proactive approach by central
banks and governments in implementing stimulus
measures, coupled with the prospects of a gradual
reopening of major economies, allowed significant gains
to be made, notwithstanding the continuation of extreme
uncertainty and the ever increasingly evident
deterioration of economic indicators, loss of a part of
production capacity and a worsening scenario of
recession in the world economy.

In spite of a period of the most marked decline in global
economic activity since the Second World War, the main
stock indices achieved almost full recovery in the
second quarter from their losses of the preceding
quarter. US stock indices ended second quarter 2020
with their highest quarterly gains in 20 years. The
improvement in economic indicators, in the meantime,
spurred confidence in the part possibility of coexistence
between the virus and economic growth.

A true return to "normal" at the beginning of the second
half year was seemingly only possible with the discovery
and distribution of a vaccine. Early in the summer,
positive news of progress in clinical trials of a vaccine
under study by Pfizer and Biotech accentuated a
positive attitude from investors.

During the third quarter of the year, in a context of ultra-
expansionary policy measures and a gradual
resumption of economic activity, shares maintained
their strong recovery initiated in April. The main
European, North American and Asian stock indices
returned to profit, in a July marked by the agreement
within the European Union on the economic recovery
and resilience facility. In August, the US S&P500 index
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recouped the losses incurred since the beginning of the
crisis.

In last quarter 2020, the perception that a second wave
of the pandemic was intensifying, together with the
approaching presidential and legislative elections in the
US, contributed to generating a temporary aversion to
risk, which underwent a rapid reversal owing both to the
conviction that new fiscal stimuli would soon be
approved in the US and announcement of the efficacy
of the first two Covid-19 vaccines in early November.

The recovery of the stock market was not
homogeneous, either in Europe or in the US. Following
sharp falls in February and March, the path to recovery,
although extending to all sectors particularly included a
better performance of growth as opposed to value
shares. This can be explained by the persistence of
constraints to economic activity, low interest rates for a
longer period and the expressive performance of
technology sector shares (visible in the 43.6%
appreciation of Nasdaq against the annual gain of
16.3% on the S&P500 and 7.2% on the Dow Jones). In
the US, the shares of growth companies in 2020 were
up 32%, as opposed to the variation in the share price
of value companies which was marginally negative
(-1.5%).

In European markets, the Eurostoxx600 index although
posting a loss of 4% in 2020, still attained its highest
ever level immediately prior to the pandemic in
February. Of the main European indices, only
Germany’s DAX achieved annual gains of 3.5%, as
opposed to losses of 7.1% on France’s CAC and 5.4%
on ltaly’s MIB. In the Iberian Peninsula, the 15.5%
depreciation of the Spanish IBEX was much higher than
the 6.1% depreciation of the PSI20 and was closer to
the Footsie’s variation comprising a negative 14.3%.

Still in Europe and on a sectoral level, only half of the
sectors achieved gains in 2020 in comparison to the
preceding year. The biggest gains were in the



technology, retail and chemical sectors, which were up
13.9%, 9.4% and 8.2%. The most significant losses
were in the oil and gas (25.8%), banking (24.5%) and
telecommunications sectors (16.1%).

Emerging markets appreciated by an average of 6.4%
in 2020, a better result than in developed markets
(4.8%). The MSCI indices were up 16.9% and 4.6% in

STOCK MARKET INDEXES

the cases of China and India, but made annual losses
of 27.4% and 23.9% in Brazil and Russia. In the case of
China, in spite of the economic downturn, the market
benefited from faster recovery. Still in Asia, Japan’s two
main indices achieved the most positive performance in
the technology sector, with the Nikkei225 up 11.6%
largely supplanting the Topix’s 0.9%.

2019 2020

Dow Jones (New York)
Nasdaq (New York)
FTSE (London)

NIKKEI (Tokyo)

CAC (Paris)

DAX (Frankfurt)

IBEX (Madrid)

PSI-20 (Lisbon)

Bond Markets

In a context of major worldwide uncertainty, investors
have again shown a marked preference for this asset
class in spite of greater exposure to other higher risk
classes, such as shares being witnessed at the same
time. In 2020, sovereign yields recorded a certain
volatility, deriving from adverse conditions which led to
a sharp contraction of economic activity and a
deteriorating outlook for different regions. This led to a
marked strengthening of the expansionary nature of the
monetary policy of the various central banks.

The Covid-19 crisis was responsible for a sharp
increase in global public debt as a result of the
implementation of measures to mitigate the negative
impact of the restrictions. At the same time, central
banks continued to pursue unconventional monetary
policies, such as the purchase of government bonds,
which indirectly financed these debt increases. This has
caused a compression of risk premia, even in countries
with a high level of public debt. European debt spreads
fell to minimum levels following the creation of a
common debt fund in the form of the European recovery
fund to leverage these decreases.

There has been a decrease of yields in the main
European countries. In some cases these have been
sharper owing to the greater "space" for such decreases
such as in ltaly or Greece.

In the case of Germany and France, 10 year sovereign
bonds continued to be considered as a safe asset by
investors, particularly in the period of greatest
uncertainty (March). Yields continued to trend
downwards up to the end of the year, eventually
comprising negative variations of 38.4 bps and 45.6 bps
respectively. The movement was less pronounced over
a period of 2 years and similar in both countries with a
decrease of around 10 bps in France and Germany.
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28,538.4 22.3% 30,606.5 7.2%
8,972.6 35.2% 12,888.3 43.6%
7,542.4 12.1% 6,460.5 -14.3%

23,656.6 18.2% 27,444.2 16.0%
5,978.1 26.4% 5,551.4 -7.1%

13,249.0 25.5% 13,718.8 3.5%
9,549.2 11.8% 8,073.7 -15.5%
5,214.1 10.2% 4,898.4 -6.1%

Yields on the debt of southern European countries
ended 2020 at much lower rates than at the end of 2019.
The European Union’s expansionary monetary policy
and strong fiscal support made an important
contribution to this decrease. As opposed to central
European countries, the early stages of the crisis fuelled
sharp increases in the yields of periphery countries,
albeit limited in comparison to other episodes of
economic recession. The introduction of stimuli and
particularly purchases of government bonds stabilised
the bond market and yields on the sovereign debt of
periphery countries which gradually decreased to
minimums in December. In this case, reference should
be made to the lower rates in the secondary market in
Italy and Greece at 86.9 bps and 84 bps respectively.

In the case of Portugal, during the pandemic’s early
days public debt was not immune from the increase in
yields, owing to higher levels of uncertainty. Owing to
the implementation of public expenditure measures to
support sectors in need, according to the state budget
the debt ratio of more than 135% derived from the effect
of the increasing deficit accompanied by the decline of
GDP. However, as this was the case in all euro area
countries, there was no immediate negative effect on
the assessment of the quality of the public accounts. In
the secondary market, investors continued to show a
high level of confidence and appetite for Portugal’s
sovereign debt, whose yields were below those of Spain
and evidencing negative figures on the yield curve up to
10 years. This allowed the Portuguese Republic to issue
10 year debt at historic minimum yields.

The vyield on Portugal’s 10 year public debt was down
for the third consecutive year in 2020, this time by 41.2
bps, closing at 0.03%. Reference should be made to the
fact that in December it had fallen to a historical
minimum of -0.05%. The yield on 2 year maturities was
down 17.8 bps to -0.73%. In the case of Spain, the 10



year yield was down 42.1 bps across the year and 23.7
bps for 2 year maturities, closing at 0.05% and -0.63%,
respectively.

In 2020, the spread between the Portuguese and
German 10 year yields was once again down, this time
by 2.8 bps to 59.9 bps. In comparison to Spain, there
was an increase of 0.9 bps, although it remained below
the Spanish rate. Up to the end of the year. The curve
between 10 and 2 years declined by 23.4 bps, to 70.5
bps.

Yields in the US, yields declined sharply, especially in
comparison to European yields, to historical minimums
along the yield curve. In spite of this reduction, unlike its
European counterparts, the trend from mid-year
onwards was one of a gradual increase in the yield on
Treasuries. Similarly, the Federal Reserve adjusted its
monetary policy to support the economy during the
crisis. One such support was a quantitative easing

In the emerging bloc, the yield on China’s 10 year bonds
remained virtually unchanged at 3.14%, as opposed to
Russia and Brazil in which the reaction was opposite.
Whereas in the former the yield was down by 14.5 bps
to 6.26%, in the latter it was up by 12.3 bps to 6.91%.

The private debt market, in 2020, was marked by a
sharp increase in risk premia in the period of greatest
uncertainty, with higher levels of demand from investors
in an endeavour to protect their investments. Economic
recovery, however, saw a gradual decrease of CDSs,
which returned to their pre-pandemic values at the end
of the year. Reference should also be made to the
adoption of a more accommodative approach by the
central banks of developed countries, several of which
with private debt securities purchase programmes.

The ECB acquired €67.2 billion of corporate bonds
(net), totalling €250.4 billion under the private debt
securities purchase programme (CSPP) in 2020.

programme, as during the 2008 financial crisis. This
time, the yield on 10 year sovereign bonds fell by 100.4
bps to 0.91%. The downward movement was even
sharper over shorter term rates, such as the 2 year
yield, which was down 144.8 bps to 0.12%. The curve
between 10 and 2 years maturities was up 44.4 bps in
2020, although it was close to zero in February

In spite of the high levels of instability in 2020, there
were no highly significant alterations to spreads on the
European credit derivatives market (CDS - credit default
swap market), which was up 3.7 bps to 47.9 bps. The
financial sector, as in the general index, also witnessed
a slight increase in spread (7.4 bps), closing at 59 bps.
By way of comparison, at the height of the crisis, the
The yield on 10 year bonds in Japan was slightly up  spread on both indices was more than 100 bps.

across the year (3.2 bps) to 0.02% at the close of 2020.

Banking System

Global evolution

In 2020, the banking system in Portugal remained resilient to the deteriorating global economy as well as to the
Portuguese economy, owing to the Covid-19 pandemic. Notwithstanding the prospects of lower profitability, owing
to an environment of low interest rates and expectations of an increase of non-performing loans (NPLs), the banking
sector was in a better, more robust position than in previous crises, as a result of the progress achieved over the
course of the last few years, particularly the stability of financing based on the use of customer deposits, improved
credit portfolio quality, growth of highly liquid assets, reduction of operating costs and strengthening of capital ratios.
In addition to the reinforcement based on organic capital generation, deriving from the gradual improvement of
profitability in previous years, the relaxation of regulatory requirements by supervisory authorities has increased the
ability to absorb unrealised losses in the event of a significant deterioration of credit risk. There are still,
nevertheless, vulnerabilities in the national financial system, owing to the possibility of prices adjustments in the
real estate sector, the deteriorating solvency indicators of corporate and personal customers and local and general
government, an eventual increase of interdependence between the banking system and public sector based on a
higher level of exposure to national public debt or provision of credit with public guarantees in addition to the
possibility of an increased level of exposure to less liquid or lower credit quality assets.

Asset quality

A reduction of non-performing loans will continue to be one of the priorities of national banks, in line with European
Banking Authority (EBA) guidelines on lending and loan monitoring. Although the amount recorded reflects the
evolution of asset quality in the balance sheet, the NPL ratio of the national banks was one of the highest in the
European Economic Area at the end of 2020. In all likelihood, an increase in the number of insolvencies and NPL
stock will be inevitable after pandemic support measures have been lifted. The trajectory of this increase will depend
on the evolution of the economic and health situation, an extension to, modification and/or reinforcement of the
support and flexibility measures for debtors and on how the banks succeed in proactively monitoring and preparing
their customers for the post-moratorium phase. The possible need for provisions increases will inevitably have
consequences on banking sector profitability.
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The purpose of the introduction of moratoria, both private and public, by credit institutions in Portugal was to provide
for liquidity and treasury constraints deriving from the pandemic’s impact on personal and corporate customers, in
an endeavour to protect against immediate non-compliance and enable national banks to closely monitor the
strength of their balance sheets. At the end of 2020, around 16% of personal loans totalling around €20 billion were
covered by a moratorium. Given the prevalence of mortgage loans in terms of loans to households, most of this
amount or 85% of the loans covered by a moratorium, comprised this type of credit. Mortgage loans accounted for
around 37% of the total amount of credit covered by a moratorium (€46 billion) at the end of December 2020.

PORTUGAL: BANKING SYSTEM - PERCENTAGE OF TOTAL LOANS TO FAMILIES GRANTED
BY THE FINANCIAL SECTOR IN MORATORIUM BY PURPOSE

20 9
17.8% 18.2% 18.3%  18.5% 18.1%  17.9%  17.8%
s 16.6%  17.0%  17.0% 17.1% 16.6%  16.4%  16.2%
10
5
1,2%
1.1%
0

Mar-20  Apr-20 May-20  Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20

e—@=—= Households =@ |\ortgages

Source: Bank of Portugal

At the end of 2020, 33.6% of the corporate loan stock was covered by a moratorium. There was no great difference
over the use of this regime by size of company in Portugal i.e. 33.3% of small and medium-sized enterprises applied
for moratoria. Hotels and restaurants, as one the sectors most affected by the pandemic, were the major
beneficiaries of moratoria (57.2% of total corporate loans in this sector).

PORTUGAL: BANKING SYSTEM - PERCENTAGE OF STOCK OF LOANS TO NON-FINANCIAL
SOCIETIES IN MORATORIUM BY SEGMENT AND SECTOR
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In comparison to the moratoria regime in force in other European countries, moratoria in Portugal and for the
institutions analysed by the European Banking Authority as a whole accounted for 16.6% of total lending, i.e. the
second highest among the countries examined by this institution. Although the percentage observed in December
2020 is still far from the 33.7% recorded by Cyprus — the maximum recorded among this group of countries — this
amount, even prior to the second lockdown and possibility of extension of the moratoria, is likely to be less than the
total amount of temporary deferrals of the loan repayments granted to corporate and personal customers.
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CREDIT MORATORIUM IN VARIOUS EUROPEAN COUNTRIES (4Q2020)
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Although state-backed credit and loan moratoria have been an important element in mitigating the negative
consequences of the Covid-19 pandemic and in preserving financial stability, the ending of such moratoria and their
possible repercussions will, over the short term, be one of the biggest challenges facing the national banking sector.
Given the recent change in banking moratorium regulations, allowing further applications up to 31 March 2021 and
for a period of up to nine months, the adverse effects of the pandemic are not yet apparent in banks' balance sheets
in 2020.

Profitability

The deterioration in profitability in 2020 was mainly on account of the increase in impairment and provisions deriving
from the prudent accounting of pandemic-related risks, namely expectations of increases in default. In this sense,
the cost of risk comprised 1% of average assets at the end of 2020, an increase of 50 bps over the same quarter
2019. Operating income, however, remained stable as a result of the reduction of operating costs made by
institutions in order to mitigate the impact of the reduction of net interest income, which, at the end of December
2020, stood at 1.5% of average assets. Return on equity (ROE) was down 4.4 pp from 4.9% to 0.5% between the
end of 2019 and the end of 2020. However, the relative stability of total operating income in a highly uncertain
context demonstrates the strength of the results achieved by national banking system institutions.

Given the low levels of profitability of institutions, the discussion on the consolidation of the sector in terms of
Banking Union has been intensifying, particularly owing to eventual overcapacity and the fact that the crisis
management framework remains incomplete, in spite of the fact that it has been more than a decade since the start
of the financial crisis of 2007/08. Synergies deriving from consolidation processes could mitigate the vulnerabilities
of institutions and promote financial stability.

In any event, the review of the banking crisis management and deposit insurance framework should enable Banking
Union to be finalised. At the same time, full compliance with the minimum requirements for own funds and eligible
liabilities (MREL) by 2024 should help to strengthen institutions and promote financial stability, even in the event of
a certain difficulty in absorbing the issuances banks must make to meet this requirement, especially in the event of
any financial market turbulence, inclusively deriving from the pandemic.

PORTUGAL: BANKING SYSTEM — RETURN ON EQUITY AND RETURN ON ASSETS
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Solvency

As part of the regulatory relaxation measures, the supervisory authorities have allowed credit institutions to operate
at a temporarily lower level than that of the own funds recommendation ("Pillar 2 Guidance") and the combined
capital buffer as well as lower liquidity levels than required for the liquidity coverage ratio ("LCR"). Reference should
also be made to the recommendations on restricting dividends and greater precaution in the distribution of variable
remuneration up until September 2021, with the aim of safeguarding the solvency of the sector. Banking system
capital ratios have continued to trend to positive with a common equity tier 1 (CET1) ratio of 15.4% in 2020, up 1.1
pp since 2019. There has also been an increase in additional tier 1 funds (AT1). Notwithstanding a certain variation
between the end of 2019 and first quarter of 2020, the leverage ratio was 7.7%.

Liquidity

In terms of asset liquidity and in spite of the €14 billion expansion of total average assets between the end of 2019
and 2020, national banking system credit institutions recorded a 3.5 pp increase in their net to total assets ratio. As
regards the liquidity coverage ratio, notwithstanding the temporary increase in flexibility to operate with liquidity
levels below the 100% requirement, the average LCR remained very high at the end of 2020 at 251.6%. If the
cautious approach of personal customers continues, an increase in deposits is expected over the coming months
and an effective increase of excess liquidity for most national banks. These prospects reinforce the need for banks
to implement excess liquidity investment strategies and may include greater balance sheet leverage (i.e. more
lending), greater risk exposure (by investing in lower quality or less liquid assets) or lower interest rates on deposits.

Banking sector challenges

The challenges highlighted by the context of the Covid-19 pandemic, such as an increase of cyber risk, financial
risks associated with climate change and the transition to a low carbon economy, greater technological innovation
and the appearance of new players in the banking business will continue to bring pressure to bear on national banks
over coming years. However, the current framework encourages the anticipation of these challenges, allowing the
national banking sector to improve its position in its need to exploit opportunities and reformulate its business
models.

Insofar as the current pandemic favours the use of digital channels, there has been a further structural change in
the banking business model, characterised by the promotion of digitalisation as a preferred means of establishing
commercial relations with banking customers. The acceleration towards a digital format and greater use of
automated procedures will tend to bring additional pressure to bear on bank profitability in the short term, albeit in
the long term, it will enhance the adequacy of financial institutions as regards generations with greater technological
literacy and a more demanding and challenging technical framework.

Technological innovation in the sector has, in turn, allowed the entry of a larger number of financial operators,
namely in terms of payments, closely related to the review of the payments directive (PSD-2), and lending. Such
rivals to the so-called traditional banks often rely on digital platforms and achieve synergies and competitive
advantages by leveraging their extensive databases and established customer network. By committing to an
environment of increased digitalisation, financial institutions are likely to increasingly allocate resources to
maintenance and the prevention of cyber risk and money laundering and the financing of terrorism, promoting
greater technological security in the financial system. However, the need to continue to implement effective systems
and controls in terms of cyber security could have a negative impact on the possibility of improving profitability.

Broadly speaking, if, on the one hand, the Covid-19 pandemic has accentuated the structural problems of European
banking, such as cost inefficiency and low profitability, banks have succeeded in viewing it as a source of
opportunity, in their constant endeavours to improve their business models.

A failure to achieve the funding required for an economy that takes account of environmental and social aspects
could fuel incomparable and irreversible losses for the real economy. The alignment of financial institutions with the
principles underpinning a sustainable economy will, accordingly, be an increasingly crucial factor for the efficient
channelling of resources, namely by financing the transition to a low carbon economy. Failure to incorporate the
materialisation of the negative externalities that will be felt as a consequence of inaction into the strategy of financial
institutions will have a significant financial and reputational cost.

At the beginning of October 2020, the ECB published a report dealing with the possibility of issuing a digital currency.
Public accessibility to the digital euro could pose risks to the transactionality, intermediation capacity and profitability
of the banking sector. The perception of greater security in the ECB’s digital wallets in relation to deposits held in
the banking sector could signify an increased risk in the transfer of deposits from credit institutions to the central
bank. This transfer, if materialising, will impact bank financing and increase the cost of lending with a potential
negative impact on economic activity.

35



1.4.2. Strategic Plan

Recapitalisation Plan

In 2017, following the agreement between the Portuguese State and the European Commission for the
recapitalisation of CGD, there was a capital increase made by the Portuguese State, in cash and in kind, aiming at
the maintenance of CGD's total share capital in the public domain .

Additionally, and in compliance with the criteria established at the time for such intervention not to be considered
as State aid, CGD issued a Tier 1 subscribed by private investors amounting to €500 million, specifying that there
would be an additional issue to be made within 18 months.

In June 2018 CGD completed the last stage of its Recapitalisation Plan with the issuance of €500 million Tier 2 own
funds securities, once again placed exclusively with institutional investors of private sector.

This issuance occurred following the agreement with DG Comp in 2018 to the effect that this type of issuance would
be in compliance with the objectives set out in 2017 to strengthen capital ratios by replacing a second issuance of
Additional Tier 1 securities. This concordance not only recognised the significant progress achieved by CGD in the
implementation of its Strategic Plan 2017 - 2020 but also enabled significant cost reductions to be achieved as the
yield was 5 percentage points (p.p.) down over the issuance of 2017.

With this issue, CGD completed its Recapitalisation Plan with a total of €4,944 million. The successful completion
of the Recapitalisation Plan implemented at different stages, and consequent reinforcement of its solvency, allowed
CGD to focus on the implementation of its 2017-2020 Strategic Plan.

Strategic Plan 2017 — 2020

CGD'’s recapitalisation was designed on the basis of a Strategic Plan which has defined the Bank’s strategy up to
2020 and which evidences the rationality and sustainability of CGD’s sole shareholder’s investment decision.

The Strategic Plan included (i) the macroeconomic context, (ii) a viable restructuring plan, including important
disposals of non-strategic operations, (iii) a detailed analysis of gains and losses, as well as the evolution of CGD's
balance sheet, with projections of the financial statements after the capital increase, (iv) an indication of the
expected returns and (v) deadlines defined for said expected returns.

As the objective of the measures contained in the Strategic Plan is to ensure CGD’s long term sustainability and
the creation of value for its shareholder, it was, accordingly, based on the following principles:

e To maintain its current leading position in the market without any fundamental change to its current
business model as a “universal” (i.e. general) bank;

e To improve the operational efficiency of its domestic operations, combining it with a simplification of the
Group’s structure and restructuring of its international portfolio;

e To guarantee attractive returns for its investor;

e To strengthen the Bank’s solvency levels in order to meet the requirements defined by supervisors and
market expectations (SREP decision), resulting in a Common Equity Tier 1 (CET1) ratio above 12.5%;

e To maintain an independent governance and management model.
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CGD’S STRATEGIC PLAN 2017-2020: 5 PILLARS
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The Strategic Plan contained 5 essential pillars:

Pillar 1 - Modernising of the commercial domestic franchise to assure long-term sustainability

This pillar's main initiatives included:

Reviewing strategic market segments and upgrading the commercial offer;

Reviewing bancassurance and asset management models which acts as a basis for sales of off-balance
sheet products;

Defining a plan to improve the level of involvement with SME (small and medium sized enterprises),
capturing short-term financing and treasury management fees;

Optimising credit processes.

In 2020, the following achievements were recorded:

Review of commercial offer and service models

“Contas Caixa” (services bundle for individuals) campaign: offering discount coupons up to €50 on
“Continente” card (supermarket loyalty card) in each subscription or upgrade to Conta Caixa Azul, M, L or
Platinum.

“Contas Caixa” confirm the estimated commissions and customer increased relation, reaching more than
1.92 million in December.

CGD kept a sustained effort to minimize the financial and private impact on families in response to the
Covid-19 context:

Communication to eligible APB/CGD Moratorium holders on the possibility of conversion to the
Legal Moratorium, benefiting from the extension of the grace period until March 2021.

Mortgage and Personal Loan protection: main conditions: Moratorium with a grace period until
March 2021, for customers without default.

Specialized Credit: “Caixa Leasing e Factoring” Moratoriums, under the Protocol signed within
the scope of ASFAC (Association of Specialized Credit Institutions), and Car Leasing and Real
Estate Leasing: under the Protocol signed within the scope of the ALF (Leasing and Factoring
Association), both with payments suspension until December 2020.

Unlimited free transfers, SEPA and MB Way, carried out on digital channels for “Conta Caixa”
holders.

Exemption from commissions during the first year or during the crisis period: (i) availability of a
debit card, for customers who do not have this means of payment in any account; (ii) account

37



maintenance, for all clients with a pension up to 150% of the national minimum wage and young
people up to the age of 26.

Retirement Savings Plan: extension, until September 2021, of reimbursement without costs or tax
penalty: (i) for individuals who had an income drop, and (ii) inclusion of a new repayment
condition: regularization of rent payment for mortgages on own and permanent housing with a
moratorium associated.

Insurances: simplified dissolution of policies for non-payment customers; - Transitory and more
flexible regime for acceptance of Life Insurance associated with Mortgage Loans, in response to
restricted access to health examinations.

New transactions available on ATM machines: (i) subscription and access recovery to
Caixadirecta(online banking); (ii) activation of the SMS Token for increased security and (iii)
checks’ order, sent to home or branch.

Secure, simple and intuitive payments without cash or any card: (i) Apple Pay (based on a VISA
card) and (ii) Swatch Paywatches (linked to a Caixa’s card).

Increase in value of contactless debit card payments.
“Caixa PPR/OICVM Funds” subscription on Caixadirecta.

Access to the “Online Health Symptom Evaluator”, in a joint initiative with Multicare: available to
a wide range of customers, for a period of 30 days.

Improvement of commercial performance in Household sector:

e More than 1.7 million active customers have already adjusted the commercial communications accordingly
to their preferences, complying with the General Data Protection Regulation.

e Despite a careful perspective on business performance and the maintenance of price in mortgage loans,
Caixa has preserved a leading position in the production of new credit: 24%o0f market share.

e Credit originated by real estate/mortgage brokers contributed significantly to this performance,
representing circa 50%.

e Worthy performance in new production, despite Covid effects on the economy and on families’ priorities:

Mortgage: +11.9% y-o0-y, December 2020.
Consumer Credit +11.3% y-0-y, December 2020.
Health Insurances: +13.4% y-o0-y, November 2020.

Investments funds: +9.4% y-o0-y, December 2020 (32.7% market share).

Improvement of commercial performance (Small enterprises)

e Focus on credit solutions to overcome liquidity constraints generated by the reduction of activity due to the
pandemic context:

e Launch new credit solutions:

‘Linha de Crédito Apoiar Madeira 2020” - Government line of credit with “Instituto de
Desenvolvimento Empresarial” and Mutual Guarantee with an amount of €20 million to be
distributed to Madeira Companies most impacted by the pandemic.

“Linha de Apoio a Economia Covid-19” - Industry and tourism - Government line of credit with
Mutual Guarantee and an amount of €178 million to be distributed to SME’s and Small Mid-Caps
that fulfil with an Intensity of Exports ratio of at least 20%.

“Linha de Apoio a Economia Covid-19” - audio-visual and events - Government line of credit with
Mutual Guarantee and an amount of €8.5 million to be distributed to SME’s and Small Mid-Caps
whose turnover in 2019 was at least 30%.

Continue the promotion of other solutions:
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= “Linha de Crédito Investe RAM Covid-19”: Government credit line for Madeira
Companies, with Mutual Guarantee (€100 million).

= “Linha Especifica Covid19 Acores” - Government credit line for Azores Companies,
with Mutual Guarantee (€150 million).

=  “Linha de Crédito de Apoio ao Setor da Pesca 2020”: credit line with IFAP (€20 million)
to support fishing industry.

= “Caixalnvest Inovagdo Covid and Caixalnvest Covid Negodcios” - products with
European Investment Fund guarantee.

= “Caixalnvest Agro”: new financial instrument addressed to the Agriculture sector with
EIF participation (€95 million).

= “Linha de Crédito FIS” - Bonus and guaranteed credit line, within the scope of a
protocol signed with “PME Investimentos” to facilitate access to bank financing under
conditions suitable for Innovation and Social Entrepreneurship initiatives.

= “LAE Covid-19 MPE” micro and small companies, Small Mid-Caps and social support
entities - Government lines of credit with Mutual Guarantee, respectively of €1,000
million, €400 million and €165 million.

Improvement of commercial performance (SME and Corporates)

Business support and response to covid-19 pandemic:

Implementation and extension of deadline on Moratorium on credit portfolio (Portuguese State
Moratorium).

Economy support line for Micro and Small Businesses - Covid-19.
Credit Line Invests RAM Covid-19 — Madeira.
Specific Credit Line support for Covid-19 — Azores.
Additional Measures in order to support companies:
=  Exemptions or price reduction on TPA commissions.
=  Simplification of the process of formalizing new credit operations.

= Accelerated the placement of credit support lines (Mutual Guarantee and EIF, Covid
Lines).

Trade Finance

Implementation of a new digital platform for trade operations and electronic document checking.

New solution for Trade Finance operations.

Factoring & Confirming

Risk

Supply Chain Finance products “Flex cash Confirming Digital” and “Flex cash Factoring Digital” -
innovative digital solution for managing and anticipating payments.

Commercial initiative to promote suppliers” anticipation requests supported by Advanced
Analytics: early settlement of payment orders issued by Confirming Clients (Reverse
Factoring/Supply Chain Finance).

Generation of pre-approved credit leads for MLT loans (with Mutual Guarantee or EIF guarantee).
Incorporation of pre-approved risk limits in commercial leads.

Closer monitorization of risk limits consumption rates and risk limits validity - 85% of corporate
clients with risk limits.
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Upgrade of credit processes
e Main highlights of 2020:

- Reorganization of credit recovery teams, by type/segment of customer, in order to ensure a better
response regarding credit decision).

- Enhancement of management information reports.

- In the second quarter, elaboration of a package of measures to face the impact of the Covid-19
pandemic, its implementation and monitoring, in close cooperation by several CGD Departments.

- Credit pre-approval in the total amount of €10.7 billion, corresponding to 118,430 pre-approved
proposals, +556% than 2019, essentially for lines with mutual guarantee and FEI.

- In addition to the pre-approved credit, high increase in production (+47% Companies and +12%
Individuals).

- Operational capacity assessment to deal with distress debtors in the Coronavirus context and
standard solutions definition to be implemented.

Pillar 2 — An adjustment to CGD’s domestic operational infrastructure in order to improve efficiency.

This pillar's main initiatives included:
e An adjustment to the branch office network;

e Staff reductions (in addition to the exit agreements in 2016 under the Horizonte Plan’s early retirements
programme);

e An improvement of human resources management, including training;

e An improvement of levels of customer care and services based on the digitalisation of processes.
This pillar’s strategic initiatives produced the following results in 2020:
Optimization of retail distribution network

During 2020, the set of measures implemented within the scope of Caixa'sCovid-19 Contingency Plan allowed
99% of the branches to remain in operation, ensuring tall the essential services to the clients, reinforcing the
protection and safety of the branch network.

Regarding the success of the actions taken, and as long as the pandemic situation requires, Caixa will maintain:

e The new branch operating model with organized access and service behind closed doors, in order to
guarantee the proper management of priority service, as well as to ensure the entrance of customers in
the same number than the employees in service.

e The strengthening of the safety and hygiene conditions, with the distribution of personal protective
equipment for employees, enhanced cleaning, disinfection and maintenance of acrylic shields at the
counters.

e The communication of contingency measures adopted and the rules while waiting at branches are available
in a single poster at the branch's entrance door, highlighting: i) the mandatory use of a mask, ii) the
conditioned service behind closed doors and iii) the habits of social distance to be adopted in the use of
ATM and while waiting for attendance.

e The adoption of new habits of social distance, with placement of floor signs that allows clients to better
identify the spots where they must remain respecting the safety distance (2 meters) while waiting for
attendance or when using the ATM.

Caixa continued the expansion of the new branch concept with significant improvements in layout, technology
and commercial choreography. By December 31, Caixa had maintain this model in 20 branches, and with
intervention planned in more branches during 2021.

Within the scope of the Commercial network optimization plan, the commitments assumed were accomplished,
since CGD has closed 9 branches by the end of the 4" quarter, in order to meet 480 branches.
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Optimization of administrative costs

CGD continued its effort to reduce the administrative costs in 2020, having achieved a reduction of €23 million
(-12% y-0-y) mainly due to:

e Reduction on Legal services costs: €-8 million (-50%).
¢ Rationalization of consultancy projects: €-5 million (-33%).

¢ Rationalization of Mail and handling costs, by providing communications to customers via digital channels:
€-4 million (-31%).

¢ Rationalization of marketing and advertising spend, mainly due to the reduction of sponsorship contracts:
€-2 million (-19%).

e Reduction of outsourcing expenses, essentially related to the centralized digitalization process, due to less
volume of documents processed: €-1 million (-10%).

On the other hand, Covid-19 pandemic had a €4 million negative impact on Administrative Costs related with the
contingency measures, new rules for protection and safety of Customers and Employees and Corporate social
responsibility initiatives.

Rationalization of structure and talent management

In 2020, several organizational initiatives were developed with the purpose of continuously simplifying CGD
structure, adapting to actual needs and enhancing the achievement of results in terms of business, cost reduction
and human resources optimization, with emphasis on:

e Reorganization of the back-office Division (CO), Credit Risk Division (DRC), and Retail Marketing Division
(DMR), as a way to obtain synergies, increase their focus and boosting business development.

e Reorganization of the department responsible for monitoring the accomplishment by CGD of all the
Supervisory Entities regulations and guidelines (DSC).

e Simplification and adaptation of the Corporate Business Monitoring Division (DAE) as a way to optimize
the credit recovery process, and transfer of activities of a more operational nature to other CGD Structures.

e Reorganization of the Prevention and Security Office (GPS) in order to optimize the respective teams and
boost their performance, particularly in the present context of Covid-19.

e Reorganization of the functions of the IT Division (DSI), as a response to the progressive centralization of
IT functions of Group entities, with the consequent elimination of these areas in these entities, and to
accomplish the requirements of the IT Transformation Program in progress at CGD.

e Closure of entity of CGD Group - CaixalLeasing e Factoring (CLF), through the incorporation of its business
and structure in CGD balance and divisions. The aim of this simplification is to increase the efficiency
essentially through staff optimization and focus on core business areas.

e Since 2017 and until the end of 2020, CGD reduced the number of employees by 2,285, exceeding the
target (6,650) by 67 employees.

Information architecture / Business Intelligence (Bl) / Management Information System (MIS)
Main work streams:

Data governance & organization, policies & procedures;
Business Enablement & Reporting;

Data Quality;

A

Data Architecture & Technology.

Pillar 3 — Restructuring of the international portfolio with the objective of focusing on selected
geographies.

CGD’s international portfolio mainly consisted of nine subsidiaries and nine branches. Aiming to reduce international
risk and focusing on higher priority geographies - those with greater business affinity with Portugal - CGD has
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developed a focused approach to its business and governance models for those assets to be retained and
proceeding with the sale of disposable assets in non-priority geographies.

During 2020, disinvestment initiatives in the international units were the following:
Divestment of international operations — Sale
Important sales concluded:

e Banco Caixa Geral (Spain) — sale concluded in October 2019.

e Mercantile Bank Holdings Limited (South Africa) — sale concluded in November 2019.
Sales process ongoing:

e BCG Brazil

- Sale process began on late 2018, with investors sounding. Phase | was initiated in May 2019.

- CGD analyzed the offers and sent to the Portuguese Government its recommendation on the
bidders to select for Phase Il. Terms of Reference for Phase Il approved on the Council of
Ministers of August 1, 2019.

- During the first quarter of 2020 a new process was initiated. CGD hired new adviser (Cypress)
and extended contacts to other investors.

- CGD analysed BCG Brazil / Cypress' feedback of the market sounding exercise and has formally
decided to recommend to the Portuguese Government the relaunch of the sale process.

e Cape Verde

- CGD requested and received additional clarifications from potential investors and is analyzing the
information (ongoing).

e Mozambique

- Report on assessment of alternative scenarios for the divestment of a minority stake in BCl’s
equity concluded and presented to the shareholders, with a recommendation to execute a dual-
track market sounding scenarios (M&A and IPO).

Divestment of international operations — Wind Down

e Branches closed (2017-2018): London, Cayman, Macao Offshore, Zhuhai and New York, winding down
all offshore branches.

e In March 2020, closure of the Spanish Branch and business integration in CGD's balance — clients and
operations.

e In April 2020, closure of the Luxembourg Branch and remaining business integration in CGD's balance —
clients and operations.

Reinforcement of international operations governance model

In 2020 CGD continued to improve the governance model and controls over its international entities. Among several
changes, the following ones are worth mentioning:

¢ All international CGD Group banks now have the same governance model, similar to the one of CGD:
notably, a range of specialized committees (risk committees and audit and control committees) was setup
in these entities, in order to support the corresponding Boards of Directors. All these committees i) have
internal rules essentially identical to the ones at CGD, ii) are mainly or totally composed of non-executive
directors and iii) are fully operational.

e All these Committees benefit from the participation of CGD's corresponding control functions’
representatives.

e The participation of CGD Executive Directors and 15t line managers in the Boards of Directors of these
banks has been enlarged.
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e The Executive Committees of these banks have currently a homogeneous composition of CGD staff and/or
CGD designated individuals.

e Further to the monitoring role performed by the non-executive Directors present in each Board of directors
and specialized Committees of these banks, as well as in their supervisory boards, CGD's own supervisory
board and Board level Committees (Audit and Control, Risk and Governance) perform an increased
monitoring of the activity of CGD’s banks abroad, e.g. by liaising with their local counterparties.

e CGD’s control functions (Risk, Compliance and Internal Audit) have a functional relationship with their
corresponding counterparties. Among other:

- The local control functions report functionally to their corresponding CGD’s central control
functions and to the local specialized Board level Committees, not to local executive Directors or
the Executive Committee.

- The Heads of the local control functions must be approved at CGD.

- The activities’ plans of the local control functions and their budgets are subject to the approval of
CGD’s control functions.

- The execution of the local activities’ plans are monitored by CGD’s central control functions.

e The strategic multi-year plans and the yearly budgets of each CGD subsidiary are reviewed, challenged
and ultimately approved by CGD.

e Relevant local policies and norms are increasingly copied, with the necessary adaptations, from the
policies and norms adopted at CGD (Ethics Code, Whistleblower policy, Remuneration policy, Succession
policy, Procurement policy, Credit concession policy, norms on planning, outsourcing, human resources,
accounting, an others).

e Limits have been introduced to the decision autonomy of the international operations, v.g. in the areas of
credit and investments/procurement; whenever those limits are exceeded, decisions are mandatorily taken
at CGD level.

e An increasing number of common or similar systems and processes have been and continue to adopted
throughout the Group, v.g. in the areas of AML, cyber-security, internal scoring and ratings, and others.

e More and more, CGD teams visit and interact on a regular basis with their local counterparts, thus
contributing to an increased common corporate culture.

Pillar 4 — Restructuring of CGD’s assets portfolio and strengthening of its risk management model with
the objective of improving balance sheet solvency and resilience.

It includes initiatives designed to ensure that CGD’s risk management is in line with the best international and
regulatory standards and to guarantee the implementation of an efficient risk business model. Amongst its priorities
is the deleveraging of NPLs (non-performing loans), as agreed with the ECB.

Initiatives in the short and medium term already produced a significant number of results:

Upgrade of risk model
ICAAP:

e 2020’s ICAAP cycle has been concluded by the end of May encompassing a Covid-19 scenario. The 2021
Cycle was kicked-off on October 2020.

e Under the regular monitoring of the internal capital needs, quarterly dashboards (local and consolidated)
are being presentedto the Executive Committee on a regular basis and now include capital allocation for
CGD’s Group Entities and for the relevant domestic commercial areas.

e The evaluation of the internal capital buffer for the revised funding and capital plan has been completed.

Stress Test: Preparation for the EBA ST 2021 exercise begun, with tests of different analytics methodologies.
Key foreseen upgrades as per the 2018 exercise include the use of internal credit risk model instead of the
standardized path generator.

Development and validation of scoring and rating models for the Group Entities’'was concluded for all applicable
group entities in 2020 with the exception of BCG Angola. Furthermore, for entities with historical data from
implemented models, Monitoring Model Reports were developed in BCl and BNU.
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The new credit recovery information database, supported in the fully CRR compliant Recoveries Database, is
already being explored and used for the development of Loss Given Default and CCF models which are in the
final stage of development. This data will be explored for improvement of other behavioral models.

Optimization of recovery (standard)

¢ Due to the Covid-19 pandemic situation, grace periods and special credit lines were being conceded to
eligible clients, and extended until September 2021. For that reason, all recovery were focused on the
requests and extend associated with Covid moratoriums in order to avoid credit default, and in contacts
with customers whose moratoriums ended at the end of September 2020.

Optimization of recovery (specialized)

e Specialized recovery was able to respond to the needs of its clients throughout 2020, ensuring, in
particular, all requests associated with the extension of the Covid moratoriums and its implementation.

Optimization of recovery (Real Estate)

e Mass Market sales objectives in the 4" quarter 2020 were surpassed reaching 104% in sales value and
105% in Gross Book Value.

e Value preservation objectives were also met with sales values 7.3% above Gross Book Value.

Recapitalisation
Recapitalisation plan concluded in 2018.

Pillar 5 - Customer service

A new pillar designed to address the challenges of digitalisation and customer service was created at the end of
2017. This pillar aims to implement CGD’s digital transformation strategy, redesign the customer experience and
optimise customer service levels.

In 2020, this pillar was particularly challenged in the context of Covid-19, with the set of digital transformation
initiatives already underway complemented by the acceleration or launch of new initiatives aimed at supporting
Portuguese families and companies in access and safe use Bank services. From this broad set of initiatives, the
following stand out:

Improve the accessibility and digital inclusion of Caixa services to families

e The number of solutions for joining Caixadirecta increased: via cgd.pt (using the code provided on the
monthly account statement), on the ATM network and also on the Caixadirecta app - the latter in a 100%
digital way and using technologies such as biometrics, validating proof of life and reading the citizen's
identity card. Caixa was the first bank to develop the 100% digital subscription service on the app, launched
in the context of the beginning of the Covid-19 pandemic, in March 2020. The Caixadirecta app exceeded
1.070 million unique customers in 2020.

e Caixa was the first bank to put the entire Contact Center Assistants team working from home, in complete
safety. As one of the services most sought after by customers, the Contact Center has been adapting
through the reformulation and reorganization of teams, and the automation and optimization of processes
and procedures.

e Also in March 2020, a set of solutions was set up that allowed customers, in a 100% digital way, to place
moratoria requests on the website.

Strengthen corporate customers support

e Caixa reinforced the incentive to use all digital solutions, such as Caixadirecta Empresas (internet banking
service for corporate customers), the digital confirmation solution “Flexcash”, short term financing to 100%
digital companies and the new digital treatment platforms foreign trade documents. The latter assumed an
increased importance in the context of Covid-19, reaching in some products high transactional rates, with
emphasis on the documentary operations of foreign trade (62%) and factoring and confirming (85%).

e The Caixa Pay App was another novelty launched in 2020 for corporate customers, facilitating the day-to-
day life of merchants, allowing them to accept payments with debit and credit cards, via MB Way on their
tablet or smartphone.
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e In 2020, the Companies 3.0 Program also started. This initiative aims to ensure that Caixa responds in a
timely, swift and effective manner to the needs of small business owners, micro-companies, SMEs and
large companies. The program includes the review of current processes and the prioritization of days to
improve, maximizing value for customers and Caixa, in self-service, assisted service or in third-party
systems, thus initiating the implementation of the new omnichannel platform aimed at improve the
customer and employee experience.

Lead innovation in the Portuguese financial sector

e In the new open banking services, Dabox's leadership was consolidated (75% of the market share
according to the December 2020 data from the SIBS API Market). The DABOX app was considered the
best app of the year 2020 by Exame Informatica magazine and was internationally recognized by the
Banking Tech Awards 2020, having received a high recommendation distinction. In 2020, with the support
of Portugal Fintech, the Dabox Challenge Day was launched, a challenge for fintech and startups, which
aimed to seek original and innovative solutions for the growth of the DABOX app and also to give these
companies an opportunity for a future partnership with Caixa . 54 startups responded to this challenge,
with 6 finalists selected, who presented their solutions in a digital event held in November 2020.

e Also in 2020, Caixa's information platforms were improved, making the information more appealing and
easy to read to the customer. The cgd.pt website, completely redesigned and 100% accessible to people
with disabilities, complying with the AAA level of accessibility, had more than 128 million page views and
24 million unique visitors in 2020. These levels of use make Caixa's website one of the most visited in
Portugal, the only financial website in the top 25 of the global internet ranking and the No. 1 in the banking
sector in Portugal (Source: Marktest / Netpanel - December 2020).

Optimize customer service levels

e In 2020, around 500,000 CGD customers already have the remote management service, with the support
of a manager/assistant, available in business days from 9 AM to 6 PM through the remote channels, and
has also the CaixaDireta online service available in a 24/7 basis. Without prejudice, he can also use the
CGD branches network.

e This service gained special importance in the Covid-19 pandemic context, with a strong growth in the
remote interactions, which has been consolidated by the good experience of the clients through 2020. The
daily sales growth is the better evidence of the support given to the digital transition of CGD clients and of
the confidence shown by them in the remote management service. In less than a year, the daily average
sales by remote manager tripled its value.

¢ Inthe Covid 19 context, the CGD distance management service is ready and available, even with its teams
100% in remote work, to assure the same level of service to its customers.

Reinforce the levels of inclusion and financial information to customers

The Saldo Positivo website, the largest financial literacy website in Portugal, had more than 300 thousand unique
monthly visitors in 2020 and included in its agenda contents aimed at helping customers in their daily financial
activities, reinforcing the importance of saving and how to invest consciously and correctly.

In summary, the successful implementation of the Strategic Plan 2017-2020 allowed CGD to meet all the conditions
to reinforce its mission in supporting the economy, economic agents and society as a whole, especially important
in the current circumstances of the pandemic crisis, expressed in the main financial ratios:
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1.4.3. Main risks and uncertainties in 2021

2020 will be remembered for the Covid-19 pandemic’s devastating effects on the world economy. According to
the International Monetary Fund (IMF), global activity contracted by more than 3%, with a much more negative
result than in the 2009 crisis. Albeit exogenous, the pandemic shock created an additional challenge insofar as
the recovery of activity is less reliant on economic policy actions than on the evolution of the health situation.
The contraction of activity on a global level would, however, have been much more significant in the absence of
accommodative monetary, fiscal, prudential and supervisory measures. Governments worldwide have
implemented unprecedented fiscal measures to alleviate the impact of the crisis on household income and in
their support for companies in their endeavours to reduce refinancing risk and mitigate its effects on
unemployment. Monetary authorities have strengthened quantitative easing and liquidity injection programmes
and have kept their key rates at minimum historical levels. The bank supervisory authorities have, in turn,
alleviated capital ratios and credit and loss accounting criteria to maintain credit to the non-financial sector.

The progress of the pandemic will continue to constrain economic development in Portugal in 2021, as well as
the development of its main international partners. Uncertainty over the short term economic environment grew
in the last quarter of 2020 with the resurgence of Covid-19 cases in Europe, substantially increasing extreme
risks. The medium term performance of the Portuguese economy will mainly be reliant upon the degree of
normalisation of activity allowed by the vaccination process.

The banking sector may incur significant losses as a result of the ending of moratoria and some commercial
banks may come under pressure to fulfil their own funds requirements.

Member states may find it difficult to continue to stimulate aggregate demand, not only based on a reduction of
taxes but also an increase of expenditure.

Although the overall economic outlook has shown substantial improvement over the last few months with the
intensification of vaccination programmes, a number of risks and questions, however, remain.

The main risk in 2021 lies in a resurgence of the pandemic. The emergence of more resistant variants of the
virus to vaccines is one of the potential obstacles to a resumption of economic normality, accompanied by the
operational risks related to the production, distribution and inoculation of the vaccine and the reluctance of
sectors of the population as regards their efficacy. Differences in access of populations to vaccines can trigger
false starts regarding the reopening of economies and require extensions to the period of social distancing,
increasing uncertainties faced by households, companies and politicians.

The pandemic also fuelled a sharp increase in credit risk. There will be a relevant risk of an insolvency shock in
the event of a slow recovery of economic activity, too early a withdrawal of some of the measures taken to deal
with liquidity risks and the ending of the moratoria on the repayment of social and fiscal debts. This concern is
greater in European Union countries with greater use of moratoria and postponements such as Portugal.

In the case of companies, the obligation to stop or slow down activity in various sectors has aggravated liquidity
difficulties, albeit more in some sectors than in others. The termination or suspension of state-banked guarantees
could lead to more restrictive credit terms for non-financial corporations, particularly small and medium-sized
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enterprises (SMEs), and will condition their debt and medium-term investment capacity. An increase in the
number of insolvencies is expected in 2021, even in the event of effective economic recovery.

Lower income levels, in the case of households, will constrain their debt servicing capacity and increase default,
particularly in a period of greater social fragility and in the aftermath of the expiry of the period in which household
support measures are in place.

At the sovereign level, state-backed guarantee schemes, not only in the euro area, have played an enormously
relevant role in financing economic activity in the first phase of the pandemic. These guarantees may, however,
result in significant losses in the event of a slow recovery, with a direct impact on the amount of public debt and
increase in sovereign credit risk, resulting in a deterioration of debt refinancing conditions and the
responsiveness of public policies still required by the crisis.

One of the risks persistently recognised in recent years and once again listed as one of the main risks in 2021 is
the appearance of more restrictive financial conditions. This risk has become more relevant owing to the
extraordinary valorisation of certain financial assets since before the pandemic. A reassessment of market
fundamentals in response to, for example, adverse developments related to Covid-19, too early a withdrawal of
economic policy support, an increase in sovereign yields or a reassessment of inflation risks may trigger a price
review of financial assets and originate drastic falls, causing major non-bank financial institutions to suffer
significant volatility and losses. Tighter financial conditions would undermine the outlook for overall growth at a
time of growing constraints on monetary policy.

The risk of a reassessment of financial conditions is also related to the fact that economic recovery has not, as
yet, been strong enough to justify the recovery of financial markets since March 2020 and is an additional source
of risk in the event of heightened financial uncertainty. A mismatch between real sectors of the economy and
asset prices will have derived from the implementation of an extraordinary volume of fiscal and monetary
incentives, particularly at the beginning of the crisis and, more recently, the progress achieved in the field of
vaccination and therapy.

Although the pandemic has had a very substantial effect on the European economy, the banking sector has, for
the time being, avoided its impact and 2021 is not expected to be a crisis year for the sector. Although the
possibility of a widespread crisis in Europe is considered unlikely the main risks to financial stability need to be
identified. Firstly, the pandemic’s substantially negative effects on asset quality in the banking sector. The large
scale use of lines of credit by companies may inflate banks’ balance sheets and have an effect on credit portfolio
quality. Treasury problems and lack of profitability deriving from less revenue may also affect the debt servicing
capacity of non-financial sector corporations. The fact that a significant proportion of companies in euro area
countries is operating with very low liquidity margins increases the possibility of default over the medium term.
Credit quality is likely to deteriorate. As the fact that European banks are currently more capitalised with stronger
liquidity positions than in the 2008-09 financial crisis increases their ability to absorb losses deriving from the
pandemic, most banks may have to contend with considerable losses.

Secondly, reference should be made to the ending of moratoria and recognition of losses, as some of the main
banking sector vulnerabilities in 2021. A lengthy pandemic will increase the likelihood of default and loss of
quality of debtors' assets. In a more adverse scenario of increased volatility associated with the pricing of public
debt, the banking system of periphery countries will be more affected.

Thirdly, the deterioration of the sovereign risk of several countries may affect banking system financing
conditions. According to IMF estimates, in the event of a prolonged recession, a significant percentage of banks
may need to be recapitalised. In the most fragile banking systems, such operations may depend on injections of
public funds.

The sector is expected to achieve moderate profits in 2021, although European banking should be able to avoid
large losses as well as capital erosion. A combination of low profit margins and capital requirements will,
however, continue to affect banks’ balance sheets and the economic environment will have a decisive influence
on the financial situation of the banking sector.

Diverse pre-Covid-19 risk factors will continue to be relevant. They particularly include geopolitical, commercial
and technological risks. Tensions between the United States and China on several fronts remain high and include
international trade, intellectual property and cybersecurity. Existing internal economic disparities which have
increased with the pandemic may also lead to new trade barriers being erected, driven by the need to protect
domestic employment. The risks of technology-related protectionist trends are also emerging and may extend to
medical supplies and pharmaceutical products and affect the global supply of vaccines.

Another challenge carried over from previous years is associated with digitalisation given the growth of the
Fintech area. The new technologies pose different types of challenge. On a supervisory level, this includes
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investor protection and quality (and quantity) assurance of information provided, which is expected to be much
more intense in coming years. It is accompanied by the analysis of data collection for supervisory purposes,
which should be performed with adequate analytical and human resources to ensure the effective and efficient
supervision of a financial sector characterised by increased technological complexity. Lastly, teleworking has
added operational to existing risks related to the growing use of digital channels by customers and investors and
may lead to a loss of confidence in institutions.

Although the intensification of social unrest has eased since the first months of the pandemic, the previously
observed trend comprising an increase in social unrest may reappear, particularly in regions in which advances
related to social and major policy issues have stagnated and when the crisis has exposed or exacerbated pre-
existing problems. The prolongation of the crisis may intensify social unrest, have a negative impact on the
sentiment of entrepreneurs, households and investors and put a brake on economic activity as well as the
necessary endeavours to achieve reform.

Recent years, have witnessed an increase in the recurrence and severity of natural disasters related to climate
change. Natural disasters inflict enormous human costs and the loss of essential means of subsistence. Diverse
economies are susceptible to considerable damage, as the measures to combat the pandemic have exhausted
a substantial part of states' intervention capacities and limited their leeway to deal with the health needs related
to such extreme events.

1.4.4. Consolidated activity

Results

INCOME STATEMENT (CONSOLIDATED)

Interest and similar income 1,828,091 1,482,206 -345,885 -18.9%
Interest and similar costs 696,033 456,427 -239,606 -34.4%

Net interest income 1,132,058 1,025,778 -106,279 -9.4%
Income from equity instruments 31,496 18,539 -12,957 -41.1%
Net interest inc. incl. inc. from eq. investm. 1,163,553 1,044,317 -119,236 -10.2%
Fees and commissions income 635,731 611,370 -24,361 -3.8%
Fees and commissions expenses 139,144 114,199 -24,945 -17.9%

Net fees and commissions 496,587 497,171 584 0.1%
Net trading income 82,529 49,730 -32,799 -39.7%
Other operating income 130,681 35,139 -95,542 -73.1%
Non-interest income 709,797 582,040 -127,757 -18.0%
Total operating income 1,873,351 1,626,357 -246,993 -13.2%
Employee costs 583,373 501,948 -81,425 -14.0%
Administrative expenses 276,468 237,588 -38,880 -14.1%
Depreciation and amortisation 94,255 95,828 1,573 1.7%

Operating costs 954,096 835,363 -118,733 -12.4%
Net operating income before impairments 919,254 790,994 -128,260 -14.0%
Credit impairment (net) -47,565 166,200 213,765 -
Provisions and impairm. of other assets (net) -124,965 -12,349 112,616 -
Provisions and impairments -172,530 153,851 326,381 -
Net operating income 1,091,784 637,143 -454,641 -41.6%
Income Tax 332,045 174,218 -157,827 -47.5%

Current 111,522 29,891 -81,631 -73.2%

Deferred 193,494 116,463 -77,031 -39.8%
Contribution on the banking sector 27,029 27,864 835 3.1%
Net op. inc. after tax before non-contr. int. 759,739 462,924 -296,815 -39.1%
Non-controlling interests 49,904 31,508 -18,396 -36.9%
Results of associated companies 43,121 43,885 765 1.8%
Results of subsidiaries held for sale 22,973 16,290 -6,683 -29.1%
Net income 775,928 491,592 -284,337 -36.6%
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Consolidated net income for 2020 was down 37% over
2019 to €492 million and includes an extraordinary gain
of €41.6 million after taxes, arising from actuarial gains
in liabilities with post-employment benefits (pension
fund and medical plan) as well as restructuring costs
resulting from the staff reduction programme and the
closure of the Spain and Luxembourg branches. In turn,
in December 2019, which was the year of the disposals

In 2020 net interest income, was down 9.4% by €106.3
million over the preceding year to €1,025.8 million
mainly penalized by some significant early amortization
of credit to public entities that occurred in 2019 and by
the maintenance of the fall in interest rates in 2020,
particularly in the second half of the year.

From January to December 2020, despite the
maintenance of the downward trend in operating costs,

of Banco Caixa Geral (Spain) and Mercantile (South
Africa), CGD’s results were also impacted by the non-
recurring gain of €144 million on the sales process of its
international  subsidiaries, from the reversal of
impairment set up in 2017 to these processes.

the unfavourable evolution of total operating income
conditioned net operating income before impairment,
which decreased by €128.3 million (14.0%) compared
to the December 2019 amount.

Year-on-year net commission earnings recorded a
marginal increase of 0.1%. Net trading income was
€49.7 million, against €82.5 million recognised in 2019.

Thus, the current net income in 2020 was €450.0
million, which compares with €632.4 million generated
in 2019, thus corresponding to a year-on-year reduction
of 29.0%. The return on equity for current activity was
5.6%, down 2.5 percentage points over 2019.

In 2020 other operating income were down 73.1% by
€95.5 million. This significant variation essentially
derives from the impact of the capital gains from the sale

NET INTEREST INCOME of the Rua do Ouro building in 2019.

1.200 4 As a result of these variations, total operating income
1,000 income generated by CGD in 2020 reached €1.626
' million, a drop of €247 million (-13.2%) over 2019.
800 1 As a positive contribution to the evolution of the results,
600 - reference should be made to the Operating costs which
totaled €835.4 million in 2020, corresponding to a 12.4%
400 - reduction over the previous year.
200 -
00 -

2020-12

2019-12

OPERATING COSTS

Employee costs 583.4 501.9 -81.4 -14.0%
Administrative expenses 276.5 237.6 -38.9 -14.1%
Depreciation and amortisation 94.3 95.8 1.6 1.7%
Total 954.1 835.4 -118.7 -12.4%

This positive evolution was especially significant in the decrease of €81.4 million of employee costs (-14.0%).These
costs include, in 2020, non-recurring costs of €72.1 million for early retirement and voluntary redundancy
programmes and a positive impact of €70.7 million mentioned above, in respect of the actuarial gains in liabilities
for post-employment benefits. The exclusion of these non-recurring impacts would have resulted in a 6.1% reduction
of employee costs.

General administrative costs, in turn, were down 14.1% by €38.9 million.The recurring general administrative costs
decreased by €40.4 million (-14.6%) compared to the same period of the previous.Depreciation and amortisation
increased €1.6 million (+ 1.7%), in 2020, partly due to investments made in technological platforms particularly, in
digital platforms. Excluding the above referred to non-recurring items the year-on-year reduction of operating costs
as a whole was 7.9%.

Despite the aforementioned reduction in operating costs, cost-to-income, penalized by the reduction in total
operating income, increased slightly, to 50.0% (49.8% in 2019). The cost-to-core income, which excludes the results
of financial operations and non-recurring costs, decreased from 55.5% to 54.6%.
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EFFICIENCY RATIOS

Cost-to-income (consolidated operations) ® 49.8% 50.0%
Cost-to-core income ? 55.5% 54.6%
Employee Costs / Total Operating Income 30.4% 30.1%
Recurrent Employee Costs / Total Core Oper. Income @ © 32.7% 32.8%
Administrative Expenses / Total Operating Income 14.8% 14.6%
Operating Costs / Average Net Assets 1.1% 0.9%
Total Operating Income / Average Net Assets 2.1% 1.9%

(1) Calculated in accordance with Bank of Portugal Instruction 6/2018.

(2) Cost-to-core income ratio = Operating costs /Total operating income of core activity.
(3)Total operating income of core activity = Net interest income + net fees and commissions.

As a result of the referred to evolution, net operating income before impairments was down by €128.3 million,

reaching, nevertheless, €791 million.

NET OPERATING INCOME BEFORE IMPAIRMENTS BY SEGMENT OF ACTIVITY

Domestic commercial banking

International activity

Investment banking

Other

Net Operating Income before Impairments

511.7 507.7 -4.1 -0.8%
270.3 222.7 -47.6 -17.6%

26.5 12.0 -14.5 -54.6%
110.7 48.6 -62.1 -56.1%
919.3 791.0 -128.3 -14.0%

Reference should be made to the change in the consolidation perimeter with the sale of subsidiaries in Spain and
South Africa that occurred in 2019 was decisive for the reduction observed in the contribution of international activity

to the group's net operating income before impairments,

as in 2020 these entities no longer had any contribution to

tit, while in 2019 they still contributed during a significant period of the year. Also, the currency devaluation that
occurred in some of these geographies, namely in the subsidiaries in Mozambique and Angola, has led to a
decrease in the referred to result when translated into euros, over the previous year.

In 2020 profitability was also affected by the preventive reinforcement of provisions and impairments to face the

expected impacts resulting from the pandemic crisis.

The reinforcement of provisions for banking guarantees

reached €37.9 million, an increase of €47.8 million compared to 2019, while the reinforcement of credit impairments
net of recoveries was up €213.8 million over the same period of the previous year, to €166.2 million thus reflecting
a prudent attitude towards the possible deterioration of the credit portfolio.

PROVISIONS AND IMPAIRMENT FOR PERIOD

Provisions (net)
Credit impairment
Impairment losses, net of reversals
Credit recovery
Impairments of other financial assets
Impairments of other assets
Provisions and impairments for period

-22.5 -26.1 -3.6 =
-47.6 166.2 213.8 =
61.0 271.3 210.3 344.8%
108.6 105.1 -3.5 -3.2%
49.1 30.8 -18.4 -37.4%
-151.6 -17.0 134.6 -
-172.5 153.9 326.4 -

Based on the above, the credit impairment aggregate reflects, in the period under analysis, a cost of credit risk of
33 bps, which compares with a negative credit risk cost (-9 bps) in 2019. Operating income was down 41.6% to

€637.1 million, against €1,091.8 million in 2019.

Income tax for 2020 amounted to €174.2 million against €332.0 million in December 2019. The referred to tax
includes a banking sector contribution of €27.9 million in 2020.
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The results of subsidiaries held for sale amounted to €16.3 million, reflecting a reduction of €6.7 million compared
to the previous year given the sales made in 2019. In turn, income from companies measured by the equity
accounting method totalled €43.9 million, similar to the amount of the previous year.

The referred to evolution resulted in consolidated net income of €491.6 million for CGD in 2020, against €775.9
million for the preceding year, down 36.6%.

Balance sheet
CONSOLIDATED BALANCE SHEET

Assets

Cash and cash equivalents with central banks 7,304 10,278 2,974 40.7%
Loans and advances to credit institutions 3,218 3,312 94 2.9%
Securities investments 20,452 23,445 2,993 14.6%
Loans and advances to customers 47,974 47,903 -71 -0.1%
Assets with repurchase agreement 11 14 03 29.3%
Non-current assets held for sale 1,333 1,159 -175 -13.1%
Investment properties 186 189 03 1.7%
Intangible and tangible assets 659 681 21 3.3%
Investm. in subsid. and associated companies 462 505 43 9.4%
Current and deferred tax assets 1,870 1,751 -119 -6.4%
Other assets 2,307 2,140 -168 -7.3%
Total assets 85,776 91,375 5,599 6.5%
Liabilities

Central banks' and credit institutions' resources 1,078 2,040 963 89.3%
Customer resources 65,792 72,033 6,241 9.5%
Debt securities 2,463 1,371 -1,092 -44.3%
Financial liabilities 909 921 13 1.4%
Non-current liabilities held for sale 981 864 -116 -11.9%
Provisions 1,044 1,037 -07 -0.7%
Subordinated liabilities 1,116 1,117 01 0.1%
Other liabilities 3,827 3,290 -537 -14.0%
Sub-total 77,210 82,675 5,465 7.1%
Shareholders' equity 8,566 8,701 135 1.6%
Total 85,776 91,375 5,599 6.5%

CGD’s consolidated net assets were up 6.5% over the €85,776 million at end of the preceding year to €91,375
million at 31 December 2020. This evolution derived from the €2,993 million growth (+14.6%) in securities
investments, and by cash and deposits with central banks which increased by €2,974 million (+40.7%) over
December 2019, highligting CGD's liquidity surplus.

Non current assets held for sale were down 13.1% by €175 million.

Total liabilities were up 7.1% by €5,465 million over December 2019. Special reference in terms of its evolution
should be made to the 9.5% increase of €6,241 million in customer resources and central banks’s and credit
institutions resources which were up 89.3% by €963 million.

The contribution to consolidated net assets from the various Group entities was as follows:
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CGD GROUP'S CONSOLIDATED NET ASSET

2019-12 2020-12
CGD'S GROUP

Caixa Geral de Depositos 68,551 79.9% 77,551 84.9%
Banco Nacional Ultramarino, SA (Macau) 787 0.9% 793 0.9%
Caixa Banco de Investimento 579 0.7% 463 0.5%
Caixa Leasing e Factoring 19 0.0% 20 0.0%
Banco Comercial do Atlantico (Cape Verde) 216 0.3% 213 0.2%
BCG Angola 154 0.2% 157 0.2%
Other companies @ 15,470 18.0% 12,178 13.3%

Consolidated net assets 85,776 100.0% 91,375 100.0%

(1) Separate activity; (2) Includes units consolidated by the equity accounting method.
The securities investments balance, including securities with repurchase agreements and trading derivatives was
up 14.6% by €2,996 million over the preceding year amount to €23,459 million at the end of 2020. This evolution

as determined by the increase in financial assets at fair value through other comprehensive income and by
investments at amortized cost, which were up by €3,261 million and €2,238 million, respectively, compared to the

end of 2019.

SECURITIES INVESTMENTS (CONSOLIDATED) @

Fin. assets at fair value through profit or loss 7,835 5,333 -2,502 -31.9%
Financial assets at fair value through other comprehensive income 3,609 6,870 3,261 90.3%
Other investments at amortized cost 9,019 11,257 2,238 24.8%
Total 20,463 23,459 2,996 14.6%

(a) After impairment and includes assets with repo agreements and trading derivatives.
Credit
The customer loan portfolio totalled €50,149 million, representing a slight increase over the previous year.

LOANS AND ADVANCES TO CUSTOMERS (GROSS)

Companies 18.692 18.723 32 0.2%
General government 3.176 3.171 -5 -0.2%
Individual customers 28.255 28.255 0 0.0%
Mortgage loans 26.067 25.948 -119 -0.5%
Other 2.188 2.307 119 5.4%
Total 50.122 50.149 27 0.1%
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LOANS AND ADVANCES BY CORPORATE SECTOR

(EUR million)
Agriculture, forestry and fishing 345 312 -33 -9.6%
Mining and manufacturing 2,679 2,768 89 3.3%
Construction and real estate activities 4,678 4,939 261 5.6%
Electricity, gas and water 799 1,037 238 29.8%
Wholesale and retail trade 2,089 2,273 184 8.8%
Transports and warehousing 1,025 903 -122 -11.9%
Accommodation and restaurants 690 868 178 25.8%
Consulting, scientific, technical and similar 3,701 3,050 -651 -17.6%
Other 2,686 2,575 -111 -4.1%
Total 18,692 18,723 32 0.2%

LOANS AND ADVANCES TO CORPORATES
Agriculture
Loans and advances to corporates were up 0.2% by €32 Oltz.;;s 2% M’Z';T;%ﬁ?ﬂg

15%

million. Reference should be made, in terms of activity
sectors, to the increases in construction and real estate

(+5.6%), electricity, gas and water (+29.8%), and Consulting,
. . scientific,
wholesale and retail trade (+8.8%), which offset the technical and
reduction in consulting, scientific technical activities and Slmgaf
similar. 16% Construction and
real estate
26%
Accomodation
and
restaurants
5%
Transportation
5% .
Retail sale Electricity, gas
12% and water

6%

The loans and advances to individual customers balance of €28,255 million was similar to the one recorded in the
previous year.

MORTGAGE CREDIT

NEW OPERATIONS (PORTUGAL) ) ) )
(EUR million) The adverse environment in force since the end of the

first quarter of the year had the effect of slowing the rate
111.9% of growth of new agreements significantly in some
periods.

However, special reference should be made to the very
significant evolution dynamics recorded in the last
quarter of the year, making it possible to reach, for 2020
as a whole, a total of 20,809 new mortgage lending
operations totalling €2,319 million at CGD Portugal,
2020, which corresponds to an increase of €246 million
in the contracted amount (+11.9%) over 2019.

2019-12 2020-12
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LOANS AND ADVANCES TO CUSTOMERS
MARKET SHARES (PORTUGAL)

Corporate 14.6% 14.5%
Individual customers 19.7% 19.5%
Mortgage loans 23.6% 23.3%
Consumer 3.3% 3.8%
General government 26.3% 25.9%
Total 18.2% 18.0%

Source: Financial and Monetary Statistics — Bank of Portugal

The loans-to-deposits ratio of 67%, in December 2020,
against 73% in December 2019, reflected the increase
of customer deposits.

Asset quality continued to trend to improvement with
NPLs (non-performing loans as defined by the EBA)
down 14.3% by €386 million over December 2019 owing
to the positive evolution in the components of cured
credit and recoveries.

CGD’s credit market shares reached 18.0% in
December 2020, 14.5 % for corporate credit and 23.3%
for individual mortgage loans.

LOANS-TO-DEPOSITS RATIO

(EUR million)

73.0% 66.6%

2020-12

m | oans and advances to customers (net)
m Customer deposits

2019-12

The NPL ratio of 3.9%, against 4.7% in December 2019. If considered the total credit impairment, we achieve an
NPL coverage ratio of 97.0% (total coverage ratio of 125.9% including assigned collaterals), giving an NPL ratio,
net of impairment of 0.05%. This evolution also reflects increased impairment as a preventative measure in 2020.

NPL EVOLUTION &

(EUR billion)

10.6

= [l
1.3 — +0.11
’ -0.23 -0.17 -0.09
NPL Cures Recov. Sales Write-offs NPL Cures Recov. Sales Write-offs NPL
2016-12 and other  2019-12 and other  2020-12

(1) NPL — Non Performing Loans — EBA definition.
(2) NPL net of impairments.
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ASSET QUALITY (CONSOLIDATED)

NPL ratio ™ 4.7% 3.9%
NPE ratio ® 3.8% 2.9%
Forborne ratio for loans and advances © 3.5% 3.4%
NPL coverage by impairments 79.3% 97.0%
NPE coverage by impairments 73.5% 91.3%
Coverage ratio on forborne loans and advances® 94.8% 89.2%
Crd. imp. (P&L) / Loans & adv. custom. (aver.) -0.09% 0.33%

(1) NPL - Non Performing Loans ( EBA definition) (2) NPE - Non Performing Exposure (EBA definition) (3) EBA definition

Resources

The fact that customer resources increased their proportion of Caixa’s total liabilities from 85% in December 2019
to 87% at the end of 2020 is clearly indicative of the characteristics of a bank geared to the Portuguese retail market,
operating for the benefict of households and companies.

Total resources taken from domestic activity were up 8.5% over the same period last year to €79,120 million at the
end of 2020. Reference should be made to the performance of domestic customer deposits (increase of €6,791
million, +12.2%), confirming the commitment and confidence of CGD’s customers.

In Group terms the resources taken balance was up 6.6% by €5,987 million to €97,302 million over December 2019.
A contributory factor was the 9.4% increase of €6,208 million in customer deposits

RESOURCES TAKEN BY GROUP — BALANCES

2019-12 | 202012

Balance sheet 70,449 76,562 6,113 8.7%
Central banks' & cred institutions' resources 1,078 2,040 963 89.3%
Customer deposits (Consolidated) 65,710 71,918 6,208 9.4%
Domestic activity 55,877 62,668 6,791 12.2%
International activity 9,832 9,250 -582 -5.9%
Covered bonds 2,290 1,258 -1,032 -45.1%
EMTN and other securities 1,290 1,230 -59 -4.6%
Other 82 115 33 40.4%
Off-balance sheet 20,866 20,741 -125 -0.6%
Unit trust investment funds 4,386 4,798 412 9.4%
Property funds 796 931 135 16.9%
Pension funds 4,100 4,435 335 8.2%
Financial insurance 8,528 7,634 -893 -10.5%
OTRYV Portuguese Government Bonds 3,056 2,942 -114 -3.7%
Total 91,315 97,302 5,987 6.6%
Total resources from domestic activity ® 72,946 79,120 6,174 8.5%

(1) Includes customer deposits, investment funds, financial insurance, OTRV and other bonds, owned by customers.

Customer deposits were up 9.4% over the end of December 2019, with a growth in domestic deposits, (up 12.2%
by €6,791 million), while in international activity deposits were down 5.9% by €582 million.

By category, €34,535 million (48.0% of total customer deposits) comprised term deposits and savings accounts.
Sight deposits were up €5.2 billion over the end of 2019, to €37,084 million. Interest is not usually paid on sight
deposits in Portugal in accordance with the respective SIS (Standardised Information Sheet).

The reduction of off-balance sheet products in comparison to the same period last year derived from the financial
insurance component and variable-income treasury bonds which were down 10.5% by €893 million and 3.7% by
€114 million, respectively. The remaining components, on the other hand, showed positive variations : Unit trust
investment funds were up €412 million, real estate investment funds up €135 million and pension funds up €335
million.
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CUSTOMER RESOURCES - BALANCES

Customers deposits 65,710 71,918 6,208 9.4%
Sight deposits 31,884 37,084 5,200 16.3%
Term and savings deposits 33,543 34,535 992 3.0%
Mandatory deposits 283 299 16 5.6%

Other resources 82 115 E6 40.4%

Total 65,792 72,033 6,241 9.5%

CUSTOMER DEPOSITS — MARKET SHARES (PORTUGAL)

BY CUSTOMER SECTOR

CGD retained its leading position in the domestic market with a 25.8% share of total deposits in December 2020.

Corporate 12.3% 12.9%
General government 24.2% 33.2%
Individual customers 29.0% 29.7%

Emigrants 52.2% 53.6%
Total 25.1% 25.8%

Source: Financial and Monetary Statistics — Bank of Portugal

Individual customers’ deposits market share accounted for 29.7%.

SECURITIES

Senior debt 170 114 -56 -33.1%
Cowered bonds 2,290 1,258 -1,032 -45.1%
Subordinated debt 1,116 1,117 1 0.1%
Other 4 0 -4 -113.0%
Total 3,580 2,488 -1,092 -30.5%

The total of securities, comprising debt securities and subordinated liabilities, stood at €2,488 million, which
represented a decrease of 30.5% compared to the end of 2019. This evolution was due to the repayment of covered

bonds.
Liquidity
CGD continues to enjoy ample liquidity, allowing it to

redeem a covered bond for the amount of €1 billion in
January 2020, without recourse to market refinance.

In the sphere of Eurosystem monetary policy measures
and in consideration of the alterations made by the
European Central Bank in the context of the Covid-19
pandemic, CGD obtained €1 billion in funding from the
European Central Bank in the form of a TLTRO-III
(Targeted Longer-Term Refinancing Operation) in June
2020.
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Simultaneously, CGD increased the value of its assets
on the Eurosystem collateral pool to around €14.1
billion. This was an increase of €3.3 billion over the end
of 2019, maintaining a high level of collateral available.

The liquidity coverage ratio (LCR) of 449%, at the end
of December 2020, was much higher than the current
liquidity regulatory requirement of 100%. In turn, the Net
Stable Funding Ratio (NSFR) reached 173.0% on the
same date (156.0% in December 2019).



Capital management

Consolidated shareholders’ equity, at 31 December 2020, were up €135 million over 2019 to €8,701 million,
highlighting the evolution of other revaluation reserves, which recorded a positive evolution of €465 million (up
15.9%).

SHAREHOLDERS' EQUITY (CONSOLIDATED)

Share capital 3.844 3,844 0 0.0%
Other capital instruments 500 500 0 0.0%
Revaluation reserves 281 267 -14 -5.0%
Other resenes and retained earnings 2.929 3,394 465 15.9%
Non-controlling interests 236 204 -32 -13.5%
Net income 776 492 -284  -36.6%
Total 8.566 8,701 1815 1.6%

The other reserves reflected the change in actuarial assumptions of the pension fund, reduction of the discount rate
to 1.05% (1.40% in december 2019), partially offset by actuarial gains in post-employment benefits liabilitiess. The
other capital instruments account for an amount of €500 million, refers to the Additional Tier 1 market issuance at
the end of March 2017.

The CET1 and Total ratios at 31 December 2020, calculated on a consolidated basis under CRD IV / CRR rules
were 18.2% and 20.9%, respectively, in phasing-in and full implementation.

SOLVENCY RATIOS (CONSOLIDATED)

CRD IV / CRR Regulation
2019-12 2020-12

Own funds
Common equity tier 1 (CET 1) 7,493 7,620
Tier 1 8,002 8,124
Tier 2 637 624
Total 8,639 8,748
Weighted assets 44,325 41,819
Solvency ratios
CET1 16.9% 18.2%
Tier 1 18.1% 19.4%
Total 19.5% 20.9%

In the assessment of its consolidated own funds and prudential ratios at 31 December 2020, communicated to the
supervisor, a net profit of around €405.0 million was considered, in conformity with the ECB’s authorisation under
no. 2 of article 26 of regulation (EU) 575/2013 and article 5 of European Central Bank decision (EU) 2015/656 of 4
February 2015 (on the inclusion of provisional profit or end of period income in Tier 1 own funds).This amount was
based on the prudential perimeter's net accounting profit of around €489.5 million, net of around €84.5 million
concerning to the value of payment of dividends (amount determined pursuant to Recommendation ECB / 2020/62,
of 15 December 2020 on the payment of dividends during the Covid-19 pandemic).

In the context of the Covid-19 pandemic, the ECB, on 27 March 2020, adopted recommendation ECB/2020/19(2)
recommending that, at least until 1 October 2020, no dividends should be distributed and no irrevocable dividend
payment commitments should be undertaken by credit institutions and that credit institutions should refrain from
share buy-backs for the purpose of remunerating shareholders. This measure was intended to increase banks’
capacity to absorb losses and support loans to households and businesses during the Covid-19 pandemic.
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The ECB thus admitted two situations, namely:

a) the maintenance of the initial dividend distribution proposal, but conditioning effective payment to a
reassessment of the situation when the uncertainties caused by Covid-19 have disappeared (in any event
not prior to 1 October 2020);

b) a proposal for a change in the dividends policy pursuant to which no dividend will be distributed for 2019,
committing to a possible distribution of reserves subject to a reassessment of the situation once the
uncertainties caused by Covid-19 have disappeared (in any event not prior to 1 October 2020).

Following this guideline, the shareholders’ meeting approved the non-distribution of dividends for 2019, with net
profit being appropriated to free reserves, following deduction of the legal reserve (option b of the ECB
recommendation).

On 27 July 2020, the ECB extended this recommendation until 1 January 2021 based on the adoption of
recommendation ECB/2020/35.

On 15 December 2020, the ECB issued a new recommendation (ECB/2020/62) on the distribution of dividends
during the Covid-19 pandemic (repealing recommendation ECB/2020/35), considering, in general terms, that credit
institutions deciding to make dividend distributions or undertake share buy-backs should comply with two limits:
15% of the respective accrued profits for the financial years 2019 and 2020 or more than 20 basis points in terms
of the Common Equity Tier 1 ratio, whichever the lower.

The variation of the CETL1 ratio between December 2019 and December 2020 is explained by the improvement in
own funds and reduction in Risk Weighted Assets (RWA):

1. The increase of around €126 million in CET1 represents a positive contribution of 30 basis points (bps) to
the CET1 ratio and essentially comprises the contribution made by the following components:

—  The amount of net profit authorised by the ECB and calculated in own funds (around €405 million) was
the principal component making a positive contribution in accounting of 97 bps to the change in the
CET1 ratio;

—  The reduction of the amounts of the deduction related to the fact that the prudential limits on own funds
was exceeded by 10% and 17.65%, in the total of around €100 million, which translated into a positive
impact of around 24 bps to the change in the CET1 ratio.

— A negative variation of around €311 million in other reserves and retained earnings, which translated
into a decrease of around 74 bps in the variation of the CET 1 ratio, essentially on account of the
negative impact of around €147 million explained by exchange rate variations related to international
activity, a negative variation of around €110 million in actuarial deviations related to employee benefits
and additional Tier 1 interest charges (negative €54 million.

— A negative deduction of around €53 million of intangibles, translating into a negative variation of 16 bps
in the CET1 ratio, and;

— The decrease of around €13 million in revaluation reserves contributed to a negative impact of 4 bps to
the change in the CET1 ratio.

2. The reduction of around €2,505 million in RWAs was responsible for a 101 bps increase in the change in
CET1 ratio is essentially explained by the following factors:

a) Extension of the scope of the SME support factor, provided for in Regulation (EU) No. 873/2020, with a
positive impact of around 20 bps on CET1;

b) Increase, by approximately €1,000 million, of the exposure guaranteed by the European Investment
Fund or the Mutual Counter-Guarantee Fund. This increased exposure, offset by the decrease in
unsecured credit, fits in the context of credit granted under the Covid lines, with a positive contribution
to the CET1 ratio of around 40 bps;

c) Reduction of BClI Mozambique's RWA through the metical exchange rate depreciation (MZN), with a
positive contribution of 30 bps in the CETL1 ratio. At BCG Angola, the reduction in RWA due to the
devaluation of the Kuanza (AO) was offset by the worsening of the risk weight of the portfolio, as a result
of the downgrade of the country rating;

d) Reduction of exposure to other debtors justified by the settlement of the sale transactions of non-
performing asset portfolios, reduction of the derivatives portfolio subject to counterparty credit risk and
decrease of exposure in non-current assets held for sale, with a global positive contribution of 17 bps in
CETZ;
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e) Reduction of RWA for operational risk by €382 million, up 16 bps in CET1.

SREP capital requirements on consolidated activity for 2020

Based on Supervisory Review and Evaluation Process (SREP) results, the ECB (European Central Bank) defined
the minimum capital requirements (further detailed) starting 1 January 2020 on CGD's consolidated activity whereas
the Bank of Portugal defined the amount of the additional own funds reserve required by its O-SIl (“Other
Systemically Important Institution”) status.

In a letter issued on 4 December 2019, the minimum (phased-in) CET1 required of CGD on a consolidated basis is
10%. This includes i) the minimum CET 1 capital ratio of 4.5% required under Pillar 1 ii) the minimum CET 1 capital
ratio of 2.25% required under Pillar 2 (P2R); iii) the capital conservation buffer (CCB) of 2.50%; and iv) the 0.75%
reserve for “Other systemically important institutions” and v) the counter-cycle own funds reserve of 0%.

However, as part of a set of initiatives to mitigate the impacts of the Covid-19 pandemic, the ECB informed CGD
on 8 April 2020 of the supervisory review and evaluation process (SREP) amendment, dated 4 December 2019,
maintaining the requirement for a total SREP capital requirement (TSCR) of 10.25% (of which 8% for Pillar 1 and
2.25% for Pillar 2 - P2R), in which the value of the P2R set for CGD, originally to consist exclusively of instruments
classified as CET 1, would be changed to be 56.25% covered by CET 1 instruments, 18.75% by AT 1 instruments
and 25% by Tier 2 instruments, to be implemented from and including March 2020.

CGD has a minimum phased-in CET1 requirement of 9.02%, on a consolidated basis. It includes: i) a minimum
CET1 of 4.5% required by Pillar 1 ii) a minimum CET1 of 1.27% required by Pillar 2 (P2R); iii) a capital conservation
buffer (CCB) of 2.50%; iv) the 0.75% reserve for “Other systemically important institutions” and v) the own funds
countercycle buffer of 0% (as defined by the Bank of Portugal for fourth quarter 2020).

CGD must also comply with a minimum Tier 1 of 10.94% and total capital requirements of 13.50% in 2020.

Phased-in capital ratios and SREP requirements for 2021

In its last SREP Decision, the supervisor left the minimum requirements for CGD group unchanged and and,
according to the Banco de Portugal announcement of May 2020, it was decided to postpone for a year the gradual
implementation period, defined in 2017 and revised in 2019, of the reserve of own funds for “other institutions of
systemic importance” (O-SlI).

Therefore, the requirements for minimum ratios in 2021 remain at the same levels as in 2020.

2020 and 2021

SREP - CAPITAL REQUIREMENTS (CONSOLIDATED)

Common Equity Tier 1 (CET1) 9.02%
Pillar 1 4.50%
Pillar 2 Requirement 1.27%
Capital Conservation Buffer (CCB) 2.50%
Other Systemically Important Institutions (OSII) 0.75%
Tier 1 10.94%
Total 13.50%
MREL
CGD was informed by the single resolution board of its e 22.08% of total risk-weighted assets plus the
Minimum Requirement for Own Funds and Eligible combined buffer requirement of 3.5%,
Liabilities (MREL) requirements during the course of corresponding to a total requirement of 25.58%;

first half 2020. However, MREL requirement resolution
is based on current legislation and is subject to a review
by the supervisor over the course of time. CGD’s MREL
requirements were consequently reviewed once again
in February 2021, under the new European Banking
Resolution Directive (BRRD2), under the following
terms: e 19.63% of total risk-weighted assets plus the
combined buffer requirement of 3.5%,
corresponding to a total requirement of 23.13%;

e 6.00% of the total leverage ratio exposure.

From 1 January 2022, under the intermediate
requirement, the requirement for own funds and eligible
liabilities will be equivalent to:

From 1 January 2024, the requirement of own funds and
eligible liabilities will be equivalent to:
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e 6.00% of the total leverage ratio exposure.

The requirements apply to the sub-consolidated basis
for the determined resolution perimeter (the European
perimeter and Banco Nacional Ultramarino in Macau).
The preferred resolution strategy is the “multiple point of
entry” approach. On this date, a minimum subordination
requirement was not applied to CGD.

Rating

In 2020, the expected deterioration of economic
conditions in Portugal deriving from the Covid-19
pandemic and its expectable consequences on CGD’s
profitability and balance sheet, led the rating agencies
to take the following actions.

In April 2020 Fitch Ratings left its IDR (Issuer Default
Rating) on CGD'’s long term senior debt unchanged at
BB+, with a change of outlook from stable to negative.
For the first time, Fitch also announced a BBB- rating on
CGD'’s deposits. This was one notch higher than the
rating on senior debt and only one notch lower than the
rating on Portuguese public debt. This rating reflects
greater protection for deposits in the event of resolution.
The rating agency lowered its rating on CGD'’s tier 2
subordinated debt on the same date owing to alterations
to its analysis methodology starting February 2020.

Later in the year, in October, Fitch affirmed the referred
to CGD'’s ratings and outlook. According to Fitch, the
unchanged rating reflects the marked improvement
CGD has achieved in its capital levels, operational
efficiency and asset quality giving it the capacity to face
and absorb the expected deterioration of economic
conditions in Portugal. On the other hand, the negative
outlook reflects a recessionary view of the Portuguese

CGD'S RATING

In assessing the MREL requirement, CGD considers
that it is in line with its expectations and consistent with
its financing plan that provides for the issuance of up to
€2.0 billion of eligible liabilities by the end of 2023, in
addition to the 2019 issue of senior non-preferred in the
amount of €500 million.

economy, in particular, if it proves to be deeper and
more prolonged than current expectations.

In December 2020, Moody's published an update of its
Credit Opinion on Caixa Geral de Depdsitos, explaining
that the stable outlook of its ratings, which remain
unchanged, is due to the expectation that CGD will be
able to execute its funding plan in order to comply with
the MREL (Minimum Requirement for Own Funds and
Eligible Liabilities) requirements, defined in the
meantime.

In turn, in May 2020, DBRS Morningstar confirmed its
long term issuer rating of BBB, its short term issuer
rating of R-2 (high) and its long and short term deposit
rating of BBB (high) and R-1 (low), respectively. The
trend on these ratings was revised from “stable” to
“negative”.

In July 2020, DBRS Morningstar updated its Rating
Report on CGD, stating that the trend in the above
mentioned ratings is explained by the growing economic
turmoil resulting from the Covid-19 pandemic and the
consequent deterioration of the operating environment
in Portugal.

Credit ratings assigned by rating agencies to CGD at 31
December 2020 are summarized in the following table:

Short Long Date
Term Term (last assessment)

FitchRatings B BB+ 2020-10
Moody's N/P Bal 2020-12
DBRS Morningstar R-2 (high) BBB 2020-07

1.4.4.1. Domestic Activity

Domestic activity’s contribution to CGD group’s net
profit in 2020 was down 32.7% over the previous year
tto €398.5 million.

Excluding non-recurring effects, domestic activity
contributed with €355.4 million to CGD group’s net profit
in 2020 in comparison to €448.9 million in 2019,
corresponding to a €93.5 million decrease (down
20.8%).

Net interest income and income from equity instruments
decreased by €60.1 milion and €12.9 million,
respectively.
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Income from financial operations was down €15.3
million. In turn net fees and commissions increased by
€11.2 million compared to the previous year, supported
by the higher placement of insurance and investment
funds, since fees and commissions from banking
services diminished €7 million (down 2.3%).

Other operating income totalized €57.3 million in the
period January to December 2020. This was down
€100.6 million over the preceding year, largely owing to
the accounting of the capital gain made on the sale of
one building in first quarter 2019.



Operating costs in 2020 were down €97.1 million over
the previous year to €614.4 million. This positive
evolution essentially derived from the significant
decrease of 12.4% in general administrative costs and
17.4% in employee costs.This latter account, in 2020,
included a non-recurring cost of €71.6 million for early
retirement and voluntary redundancy programmes as a
charge to the provision set up in 2017. A non-recurring
gain of €70.7 arising from extraordinary actuarial gains
in liabilities with post-employment benefits (pension
fund and medical plan) was also recognised in

CONTRIBUTION TO CONSOLIDATED P&L ©)
DOMESTIC ACTIVITY

Net interest income

Income from equity instruments

Net fees and commissions

Net trading income

Other operating income

Total operating income

Employee costs

Administrative expenses

Depreciation and amortisation

Operating costs

Net operating income before impairments
Credit impairment (net)

Prowvisions and impairments of other assets (net)
Net operating income

Income Tax

Net operating income after tax and before
non-controlling interests

Non-controlling interests

Results from subsidiaries held for sale
Results of associated companies

Net income

employee costs. These two non-recurring effects
generated an impact of €50.5 million in net profit.

In 2020 credit impairment was up €184.8 million in
comparison to 2019 to provide for the eventuality of
credit portfolio deterioration deriving from the current
environment. On the other hand, the second quarter
2019 reversal of impairment on the equity investment in
BCG Spain and Banco Mercantile (South Africa), set up
in 2017, negatively impacted the evolution of domestic
activity’s contribution to CGD group’s results.

733.8 673.8 -60.1  -8.2%
31.2 18.2 12,9 -41.5%
409.0 420.2 112 2.7%
285 13.2 153  -53.8%
157.9 57.3  -100.6  -63.7%
1,360.4 11826  -177.8  -13.1%
435.0 359.1 75.9  -17.4%
211.1 185.1 261 -12.4%
65.3 70.2 48  7.4%
7115 614.4 971 -13.7%
648.9 568.3 -80.6  -12.4%
-81.8 103.0 18438 -
-129.7 -44.4 85.3 -
860.4 509.7  -350.8  -40.8%
291.3 152.0  -139.4  -47.8%
569.1 3577 2114  -37.1%
2.9 2.6 0.3 -10.8%
-16.1 0.0 16.1 -
42.3 43.4 11 25%
592.5 3985 1939  -32.7%

(*) Pure intragroup transactions w ith no impact on consolidated net income are not eliminated.

Continuing to implement its strategic plan 2017-2020,
the number of CGD employees engaged in CGD’s
domestic activity in 2020 was down 517 thus having
6,583 employees.

In the sphere of the implementation of its deleveraging
plan on non-performing assets, credit recovery activities
were carried out, including the write-off of assets and
the sale of NPLs and real estate properties. This made
a significant contribution to reducing CGD Group’s NPL
ratio.
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CGD Group also undertook a corporate reorganisation,
in 2020, in compliance with its strategic plan, with the
aim of simplifying its structure based on a reduction of
the number of companies used by it as corporate
vehicles for its activity and which was accomplished, in
domestic terms, by the merger of CLF- Caixa Leasing e
Factoring at CGD. The resulting organisation will give a
boost to profitability in future years by eliminating
processes which generate operating costs for CGD
Group’s consolidated operations.



CGD Portugal

The nationwide emergency scenario in the context of the Covid-19 pandemic impacted the last three quarters of
2020. Caixa has, since March, been engaged on the development of a set of measures to minimize the pandemic’s
impact on customers and employees.

Despite the fact that in 2020 there was a substantial reduction in economic activity, CGD maintained its dynamism
in its main business areas, continuing to focus on innovation and inclusion, and improving the customer experience
was a priority and one of the central elements in strengthening value creation. An example of this was the fact that
CGD was the first credit institution in Portugal to launch a set of corporate treasury relief measures, even before
the State Moratorium was launched. Customers valued this effort and recognised the improvement in Caixa's
service at the main key moments.

As part of its contingency plan Caixa took a series of steps to strengthen the protection and safety of its customers
and employees, enabling 99% of branch offices to remain open, ensuring the provision of essential banking and
face-to-face services for individual and corporate customers, over the whole of mainland Portugal and its islands,
as well as the full operational capacity in the central services.

The customer satisfaction surveys carried out in 2020 make particular reference to the high proportion of satisfied
customers, with 77% of personal and 75% of corporate and business customers expressing satisfaction or a high
level of satisfaction with their overall experience with Caixa and in which 91% of customers taking out mortgage
loans with Caixa stated that they were satisfied with the service provided.

The Caixa IN and Miles&More Classic credit cards were distinguished by the ComparaJa.pt platform as the "Best
Discount Card in 2020" and "Best Miles Card in 2020" respectively, as part of the Best Credit Cards Awards. These
awards are recognition of the effort that has been made on innovation, differentiation and creation of value proposals
that meet the effective needs of customers and consumers.

In 2020, Caixa Geral de Depésitos rose in the global ranking of the 250 largest European banks as published by
the prestigious The Banker magazine, based on tier 1 capital and now ranks 62nd (63rd in 2019).

According to BrandScore, 2020 was marked by the highly positive evolution of Caixa’s brand reputation (customer
appraisals), as regards the attributes considered essential to the bank’s sustainability (trust, financial strength,
governance, ethics and transparency) with the recognition of and preference for the Caixa brand having been
reaffirmed by customers and the population in general. Caixa improved in all of its brand indicators, in terms of the
evaluation of its customers, with particular reference to "Relevance in the Sector", which translated the recognition
of the bank’s importance in the financial sector. This was accompanied by a greater increase in customer loyalty
and increased appeal to non-customers.

ACTIVE DIGITAL CUSTOMERS
CGD Group had more than 2.2 million
individual/corporate digital customers in the domestic
market and abroad at the end of 2020, a growth of 160

2.2
2.1
1.8 Lo

1.7 . thousand new customers over 2019 of which 131
thousand in Portugal.
CGD increased the number of its digital customers in
the domestic market, in 2020, to more than 1.8 million
with an active Caixadirecta contract (up 8% over 2019),
representing currently 53% of CGD active customers

2016* 2017 2018 2019 2020 eligible for homebanking service.

* Estimated value

CGD achieved a leading position in various products and service areas, across 2020. It was the domestic leader in
unit trust investment funds and deposits, lending to households, payments and bank cards and digital banking.

Protection of people with fewer resources, particularly  bank cards. Reference should be made to debit cards
includes the “minimum banking services” account, led  with a market share of 25.4%.

by CGD, with a market share of around 44.2% in June ) ) )
2020. Unit trust investment funds in the asset management

area maintained their leadership with a market share of
CGD continued to lead the means of payment sector in ~ 32.7% and in the financial insurance business the share
the domestic market, in 2020, having issued 4.2 million  increased to 27.6%.
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MARKET SHARES - December 2020

Customer deposits _ 258%
Indwiduals deposits | NRNRNHEEEEEEE 20.7%
Emigrantdeposi N 5 6

L&Adv customers 18.0%
Indwiduals loans 19.5%
Mortgage loans 23.3%

General gov loans 259%

Unittrust Inv funds [N 22.7%
Financial insurance [N 27.6%

Min ser accourts” | - 2%
petit cords | 2 4%

Source: CGD and Bank of Fortugal, *June 2020

Companies

In 2020, servicing companies required the permanent adaptation of solutions capable of responding in a timely
manner to the different needs. To this end, CGD developed different measures to minimise the impact of Covid-19
on companies, such as:

e Possibility of a moratorium on current customers not eligible for mutual guarantee
operations; lines of credit;

e Covid-19 Capitalizar 2018 (capitalisation line of e No monthly fees on POS equipment for small
credit); traders;

e Covid-19 Linha de Apoio a Economia e Possibility of rescheduling operations;
(economic support line of credit); e MLT financing with a spread discount for new

e Specific lines of credit for Madeira and the SME operations;
Azores; e Measures to support treasury and specialized

e Fisheries and agriculture support lines of credit; credit;

e EIF Covid lines of credit (Caixa Invest, e Factoring and Confirming - possibility to
Innovation, Business and Culture), for increase the available ceiling.

CGD promptly adjusted its offer, in line with the significant legislative changes to the incentives package during the
course of the second and third quarters, both as regards moratoria and lines of credit, reinforcing a proactive
approach to corporate customers, encouraging their use of the support mechanisms provided by Caixa and the
state, such as:

e New Covid-19 Economic Support lines of Social Innovation Fund (SIF) line of credit for
credit: LC Covid-19 - Micro & Small micro-enterprises, SMEs and social economy
Enterprises and LC Covid-19 - Medium entities, promoting innovation and social
Enterprises, Small & Mid Caps; entrepreneurship initiatives;

e New Madeira support lines; e New acquiring offers to boost e-commerce

e Linhas de Apoio ao Setor Social Covid-19 (Caixa Pay MB-Way).

(social sector support credit lines) and the

In terms of moratoria on loans and advances to companies, CGD observed the application of the moratoria on loans
and subsequent extensions regulated by the different decree laws, providing companies with simplified and quick
mechanisms for adhering to them, as well as their subsequent cancellation if they so wished.

CGD applied the state sponsored moratorium to the legislative alterations in the third quarter enabling companies
to benefit from the extension of the period of the moratorium, at a first stage up to 1 March 2021 and, later up to 30
September 2021, while, at the same time, simplifying the cancellation procedure.

In this context, CGD approved a total of 24,154 moratoria for companies in 2020, covering 11,894 customers, for a
total amount of €3,515 million, thus offering an important measure of support for the immediate safeguarding of
their treasury.

Reference should be made to an additional 27,000 Caixa Business Accounts as a multiproduct solution including a
current account, the Caixadirecta Empresas (corporate) service, online SEPA transfers, debit and credit cards,
cheques and access to Caixa’'s POS equipment at more favourable prices. An additional 10,541 items of POS
equipment were installed in 2020.



Caixa further incentivised the use of totally digital solutions, such as Caixadirecta Empresas (corporate
homebanking service), its “Flexcash” digital confirming solution, 100% digital short-term corporate loans and new
platforms for digitally processing foreign trade documents, which assume an increased importance in the current
situation, reaching in some products high transactional rates, with emphasis on documentary operations of foreign
trade (62%) and factoring and confirming operations (85%).

The continuation of medium-long term financing and increase in the number of customers choosing CGD to finance
their investments or for their treasury requirements have helped CGD to strengthen its status as a corporate bank.

Finance for micro and small enterprises doubled in comparison to the same period last year, namely medium and
long term loans (up 13.1%). This was mainly the case of Covid lines in addition to a significant increase in PME
Lider [Leading SMEs] market share.

Individuals

Individual customers also demanded the best attention from CGD, which during 2020 made available (in partnership
with the State) several support measures for customers, such as:

e Possibility of a moratorium on current e Easy app-based access to Caixa;

operations; e Expansion of transactions available at ATM
e Mortgage loan protection and consumer loans; machines;
e Protection for non-mortgage loans, specialised e Insurance flexibility and online underwriting;

credit and leasing operations; e Access to the Multicare Online Health

e Unlimited SEPA and MB Way transfers; Symptom Assessor.

e No commissions in the first year or during the
crisis period;

CGD promptly adjusted its offer, in line with the significant legislative changes to the incentives package during the
course of the second and third quarters, informing individual customers who adhered the APB-CGD moratorium
about the possibility of conversion to a moratorium defined by law, benefiting from extensions to maturities and the
possibility of redemptions of retirement savings plans at no cost or fiscal penalty, for people with a drop in income
following the Covid-19 pandemic.

The domestic branch office network at the end of 2020, had 511 branches, “universal” (i.e. general) and CGD stores
and an addition three mobile branches and 13 self-service branches. CGD provides 3,521 self-service equipment,
including 1,164 items of equipment on its own network (460 in-house machines and 704 bank passbook printers)
plus 2,357 Multibanco network ATMs, which processed 155 million operations for the amount of €14.8 hillion.

Delivering on its objective to provide a new client experience in face to face service, Caixa continued its expansion
of the new branch prototype, currently having 20 units remodeled. Grounded on a disruptive approach to customer
management and to transactions, with more modern and sophisticated renovated spaces, aided by a more intense
use of digital channels — pricing displayed in screens, deal simulators and free access to wi-fi, thus assuring a new
standard in service in the main products — opening of new accounts and treasury — that have been simplified and
optimized.

At the same time, distance customer management continued to grow, managing a total number of 510 thousand
customers. Around 30% of CGD’s digital customers are already users of its distance management service. This
exclusive service offers a dedicated account manager who is ready, even at a distance, to provide tailored financial
solutions on any of the available remote channels between 9 a.m. and 6 p.m., in addition to the Caixadirecta 24/365
service, without prejudice to the face-to-face services available at any Caixa branch.

This service has become particularly relevant owing to the Covid-19 pandemic which has resulted in a strong growth
of distance interactions and a good customer experience across 2020. A threefold increase in the daily volume of
sales of dedicated commercial officers in less than a year has been recorded while total operating income has
exceeded expectations.

For as long as the pandemic remains active Caixa’s distance management continues to be prepared for its
commercial teams to operate on a fully remote basis to ensure the same level of customer care and oversight in
any context.

This increase resulted in expressive growth rates in business conducted on these channels over 2019, in the form
of new accounts (up 596%), Contas Caixa (up 97%), consumer loans (up 93%) and subscriptions for unit trust
investment funds (up 76%).
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In the last quarter of the year, an average 71% of CGD customers’ operations were carried out on digital channels
- 75% of which using its app. This was accompanied by a sharp decrease in the use of ATS (in-house CGD cash
machines) and branch office channels. The number of accesses to the Caixadirecta service, in 2020 was up 21%
over 2019 to more than 281 million.

Its introduction of various digital solutions enabled CGD to respond almost immediately to its customers’ needs and
ensure greater ease of access to the bank, providing the improvement of the customer experience and satisfaction,
such as:

e Immediate 100% app-based digital
subscriptions for Caixadirecta;

Non-financial insurance agreements;

e Opening of financial assets accounts;

*  Online forms to apply for moratoria; e Building individually profiled investment

e Unlocking contracts via the use of the portfolios;

Caixadirecta app’s digital assistant; e Providing quick and simple searches for

e Digital PPR agreements (retirement savings securities, among others.
plans);

Caixa was also the first bank to operate a fully remote contact centre.

Partnerships to facilitate contactless payments and provide customers with enhanced security in the context of the
pandemic have also been developed and include Apple Pay and Swatchpay, the latter exclusive to CGD.

The "DABOX powered by Caixa” open banking solution is the national open banking market leader with a 75%
market share of SIBS API market. It is geared to innovation and a better user experience and was the first national
app to permit transfers from other banks. It was “highly commended” by the Banking Tech Awards.

These indicators show that 2020 was a year of acceleration in terms of Caixa’s digitalisation, with a positive effect
on business and service provided, helping to significantly improve customers’perception of the brand as
representing the "Best Digital Bank" (up 17pp over 2019).

By the end of December 2020, there had been a 7.2% increase in total subscriptions to the Contas Caixa (Caixa
accounts) a multiproduct solution with products and benefits geared to the customer specifics (Platinum, Blue, L, M
and S Accounts) over December 2019 to more than 1.92 million accounts and the non-financial insurance which
was up 6% in the main business lines.

The average daily number of credit card agreements across the year was up 70% and debit cards increased 160
thousand over 2019. Online purchases were up 27%. The acceptance of contactless technology was widespread
and more than 1.2 million contactless debit cards were issued in 2020.

The increases in mortgage lending agreements and
endeavours to avoid churn, reversed the trend towards MORTGAGE CREDIT - NEW OPERATIONS
portfolio erosion of the last 10 years. New mortgage
lending in 2020 increased 12% over 2019 to €2,319
million, leading to a market share of 24.5% in the 4th 25.000 [ 3.000

19.935 20.799
quarter of 2020. 20.000 - 2.500

16.209

. . o . 2319 |2
For this growth, it is worth highlighting the continued ~ 1s000 | 13394 13765 2000

strengthening of the relationship with external network

2.073
 1.500

10.000

partners, namely in the real estate mediation sector. To 1187  1.230 - 1.000
support and increase this growth, 226 new protocols 5.000 - 500
with credit intermediaries were entered across the year, 0 o
supported by an efficient management and commercial 2016 2017 2018 2019 2020
oversight model, enabling the year to close with a ——Operations ——Amount

market share of 55% on this channel and year-on-year
growth of 5%.

Caixa’s offer for individual customers particularly includes: more competitive rates and a new simulator for its
Leasing Imobiliario para Habitacdo (residential property leasing) operations, the re-launch of its Plano Protegéo
Vida (life protection plan), family protection and savings incentives, life insurance associated with mortgage loans
with more competitive terms and a more comprehensive level of protection, Liber 3G motor vehicle insurance,
Multicare 60+ insurance with 4 options based on a customer’s profile, PPR Evoluir (retirement savings plans) life
insurance that enables a retirement nest egg to be built up and the introduction of the Caixa Maiores Acompanhados
(accompanied adults) debit card. The USD Saude September 2022, life insurance associated with home leasing
operations whose rates are based on the age of the insured person which may be up to 70, Investimento Portugal
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series October and November 2020 - personal life insurance, linked to mutual funds, the Multicare Vitality Program
and the Medicina Online (Multicare) coverage that gives Multicare Insurance customers immediate and free access
to medical consultations by phone, email or video call were launched in the 2nd half of 2020.

Investment banking

Caixa-Banco de Investimento, S.A. (CaixaBl) is Caixa Geral de Depdsitos group’s investment banking platform
whose operating areas include the debt and equities capital markets, corporate finance, project and structured
finance advisory, financial brokerage, equity research, market-making, corporate risk advisory and management
and venture capital areas.

CAIXA BANCO DE INVESTIMENTO - INDICATORS

Net interest income 6.7 4.0 -2.6 -39.4%
Commissions (net) 25.1 19.6 -5.5 -21.9%
Income from financial operations 3.0 2.1 -0.9 -28.7%
Total operating income 39.9 27.5 -12.4 -31.0%
Operating costs -16.8 -15.3 15 -
Net op. income before impairments 23.1 12.2 -10.8 -46.9%
Provisions and impairments 1.3 0.7 -0.6 -43.5%
Net income 17.4 9.5 -7.9 -45.4%
Net assets 596.6 465.8 -130.8 -21.9%
Securities investments 500.1 414.8 -85.3 -17.1%
Loans and adv. to customers (net) 6.8 5.7 -1.1 -16.4%
Customer deposits 47.7 23.8 -23.9 -50.1%

CaixaBl’s total operating income, in 2020, was €27.5 million. Positive contributions to this amount were made by
net interest income (€4 million), commissions from advisory and financial brokerage services (€19.6 million), income
from financial operations (€2.1 million) and other operating income (€1.8 million). Structural costs were down by
around 9.2% year-on-year to €15.3 million, representing a cost-to-income ratio of 56.6%. Net income in 2020
totalled €9.5 million.

CaixaBl continued to enjoy benchmark status in the bond and commercial paper sectors of Portugal’s debt capital
market in 2020. According to Bloomberg data, the bank was the leading domestic issuer of euro bonds in the primary
bond market, both in terms of volume and number of issues. The bank was involved in a total of nineteen issuances
in the bonds sector, having led fifteen such operations.

In the sovereign debt market reference should be made to its role in Portuguese Republic issuances as joint lead
manager & bookrunner for the €5 billion syndicated issuance of the new 7 year benchmark (T-bonds 0.7% maturing
in 2027) and the €4 billion syndicated issuance of the new 15 year benchmark (T-bonds 0.9% maturing in 2035). It
was also co-lead manager for the €4 billion syndicated issuance of the new 10 year benchmark (T-bonds 0.475%
maturing in 2030). CaixaBl was involved in Portuguese public debt auctions across the year as a specialised
treasury securities trader, in addition to IGCP's treasury bonds swap operations, providing investors with information
on the contents of prospectus.

Reference should be made, in the private debt segment, to CaixaBlI’s role as joint lead manager & bookrunner for
Galp Energia’s eurobond issuances (€500 million with a maturity of 5 years), Autonomous Region of the Azores
(€285 million with a maturity of 6 years) and Autonomous Region of Madeira (€458 million with a maturity of 14
years - without a state guarantee). CaixaBl was also responsible for the organisation and lead of bond loans for
Visabeira group, Sonae, Sonae MC, Secil, Autonomous Region of Madeira, Autonomous Region of the Azores,
Amorim Holding, Visabeira Global and Luz Saude. It was also co-lead manager for the covered bonds issuances
of Credit Agricole and the dual tranche issuance of UBS Group AG, the entity responsible for the Benfica SAD
public bond subscription and joint solicitation agent in the process of requesting the consent of CUF bondholders.

CGD Group is highly focused on the sustainable financing segment, in which reference should be made to CaixaBl’s
lead role in the issuance for the private institutional sale of BA Glass, for the amount of €124.5 million with a maturity
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of 5 years. This transaction was the first sustainability-linked bond issuance by a national entity. It was also co-lead
manager of the EDP Green Bonds issuance, for a total amount of €750 million and a maturity of 7 years. The funds
raised by this issuance are to finance renewable energy generation projects, under the terms of the Green Bond
Framework disclosed by EDP.

CaixaBI continued to be the benchmark operator in the commercial paper segment, having organised and led thirty
five new commercial paper programmes of which reference should be made to Jerénimo Martins/Recheio, Amorim
Holding, Nabeiro group, Azinor, 1870 Amorim 2020, Sogrape, Barraqueiro group, Toyota Caetano Portugal,
Perfumes & Companhia, Viagens Abreu, RNM group, NORS, Ibersol, Porminho, Indasa and Santogal. Of the 139
commercial paper issuances in 2020 for an amount of €3,982 million, CaixaBl placed €2,330 million euros in the
domestic institutional investors network. Also in this segment, but for sales to European institutional investors,
CaixaBl was the dealer for REN’s €600 million euro commercial paper programme.

In terms of structured assets finance, CaixaBl organised three credit transfers, totalling around €220 million, relating
to SU Eletricidade’s additional costs on the purchase of electricity from special-purpose regime generators.

CaixaBl was involved in the largest M&A operation announced in Portugal in 2020 and retained its leading position
in the sector's main league tables, coming third by number of transactions announced and the only Portuguese
entity in Bloomberg's top 4. Reference should be made to the completion of financial advisory services to the José
de Mello group for the disposal of a 40.6% stake in Brisa, financial advisory services to CGD for the disposal of a
20% stake in Multicare e Fidelidade Assisténcia and process for the disposal of 10% of Taguspark and financial
advisory services to Parbanca and Partang for the BCl and BCGA economic-financial assessment processes,
respectively. CaixaBl was also the financial broker for Efanor's takeover bid on Sonae Industria and Sonae Capital.

With regard to structured credit operations, reference should be made, this year, to advisory services for structuring
the financing of the acquisition of a portfolio of hydroelectric assets located in northern Portugal, with a stake of
approximately €90 million in a Green Loan Principles related operation.

CaixaBl continued to operate as a liquidity provider on a collection of Euronext Lisbon listed securities in which
Euronext awarded CaixaBl its maximum "A" rating on all securities and categories. CaixaBl also continued its
market-making activity on a Fundiestamo real estate fund.

The venture capital activity of Caixa Capital, as a wholly owned CaixaBl subsidiary, concentrated on the
management of three CGD group venture capital funds which at the end of the year, had stakes in 67 companies.
The fair value of financial investments portfolios and loans of the various funds under management totalled €158
million, at the end of 2020, €58 million of which in companies and €100 million in funds and other indirect investment
vehicles. There are also a number of commitments to increase investment in portfolio companies, namely funds,
for around €30 million. Three new investments and 18 additional investments were made in portfolio companies in
2020 for a total amount of €8 million. There were also 21 disinvestment operations with a realisation price of €41
million.

Specialised credit

The year 2020 was deeply marked by the pandemic and its enormous impact on commercial and economic activity,
mainly in the automotive sector, which has been seriously affected by the significant drop in the number of vehicle
sales, which were down 33.9% in December 2020, according to the Portuguese Automobile Trade Association
(ACAP). According to provisional data disclosed by the Portuguese Leasing, Factoring and Renting Association
(ALF), for 2020, downward trajectories were recorded in all business sectors, as a reflection of the current situation
in which the sector has taken a severe hit, namely: 12.5% for property leasing, 26.0% for equipment leasing, 9.0%
for factoring and 3.6% for confirming, respectively.
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SPECIALISED CREDIT - PRODUCTION

Product

Leasing 434 370 -65 -14.9%
Property leasing 103 102 -2 -1.6%
Equipment leasing 331 268 -63  -19.1%

Factoring 4,050 4,102 52 1.3%
Domestic and international factoring 2,349 2,174 -175 -7.4%
Confirming 1,701 1,928 226 13.3%

Consumer credit 21 11 -10  -47.3%

of which:

Vehicle finance (light vehicles) 168 128 -40  -23.8%

Property leasing 151 117 -34  -22.0%
Consumer credit 18 11 -7 -39.0%

The commercial performance of CGD group’s specialised credit at the end of 2020 was less negative than the
sector average. Reference should be made to the good performance of confirming activity in the current context
with growth of 13.3% in 2020, representing 47.0% of total factoring.

Real estate leasing agreements of €101.5 million were down 1.6%, over December 2019. CGD'’s specialised credit
in December 2020, in terms of market share, was 13.7%. This was up 2.4 pp over December 2019.

Equipment leasing sales were down 19.1% over the same period of the preceding year to €268.1 million in
December 2020. Light vehicle finance operations which represent around 43.8% of the business’s global sales were
down 22%. CLF’s 16.4% market share of the equipment leasing segment at the end of fourth quarter 2020 was up
1.6 pp over December 2019.

Total factoring was up 1.3% over December 2019 to €4,101.5 million. The 13% market share of these products in
December 2020, was up 3.5 pp over December 2019.

Traditional credit of €10.8 million was down 38.8% year-on-year, keeping pace with the sharp 34.0% fall in sales in
the light vehicles sector according to December data published by ACAP. Automobiles continue to be the most
representative type of asset (99.0%), with around 53.3% comprising new vehicles.

SPECIALISED CREDIT — INDICATORS

Net interest income 39.2 36.7 -2.5 -6.3%
Total operating income 50.7 45.5 -5.1 -10.1%
Operating costs 10.3 9.6 -0.7 -7.0%
Net op. income before impairments 40.3 35.9 -4.4 -11.0%
Provisions and impairments 5.5 19.7 14.2 259.0%
Net income 25.0 12.3 -12.7 -50.7%
Loans and adv. to customers (net) 2,283.0 2,421.5 138.5 6.1%

Loans and advances to customers (net) were up 6.1% over 31 December 2019 to €2.4 billion in December 2020,
as a result of the implementation of customer support solutions, such as moratoria for personal and corporate
customers, in addition to the adoption of a set of extraordinary, transitional support measures directly targeted at
combating Covid-19, for households affected by the crisis.

Net interest income was down 6.3% from €39.2 million in the same period 2019 to €36.7 million, partly offset by the
reduction in interest and charges.
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Total operating income, down 10.1% over the end of December 2019 to €45.5 million, was mainly penalised by the
decrease in net interest income and net commissions.

Operating costs were down 7.0% year-on-year to €9.6 million. Last year saw a reduction of 21 employees in CLF.

Employee costs were down 8% year-on-year to €7.3 million. General administrative costs were down 5.1% year-
on-year to €1.9 million.

CLF’s net income at the end of 2020, the last year of activity as a unit in its own right, was down 50.7% to €12.3
million against €25 million for the same period of the preceding year. On December 31, 2020, the merger of CLF
into CGD was completed.

Asset management

CGD Group member Caixa Gestdo de Ativos Sociedade Gestora de Fundos de Investimento, S.A. which
specialises in the management of unit trust investment funds, portfolio advisory and management services, retained
its leading 32.7% market share at the end of December, according to data from the Portuguese Investment Funds,
Pensions and Wealth Association (APFIPP) at 31 December 2020. According to the same source, the national unit
trust investment funds market was also up 12.9% over 2019 to €14.7 billion in December 2020.

Reference should be made to volume growth of €412 million in higher value added fund segments achieved by
Caixa Gestdo de Ativos in 2020 - equities and multi-asset funds - with total growth of €733 million across the
period.

A significant contribution to this growth was made by the Caixa Selecao Global family [“global selection”], particularly
the Caixa Seleg&o Global Moderado [‘global moderate”] fund, whose €233 million growth ranks it as the second
largest fund in the national market with €881.8 million under management. The new family of PPR/OICVM, Caixa
Defensivo PPR/OICV" [“defensive approach”] Caixa Moderado PPR/OICVM [‘moderate approach”] and Caixa
Arrojado [*aggressive approach”] PPR/OICVM funds, launched at the end of 2019 had €235 million under
management at the end of 2020.

For various reasons, special reference should be made to the Caixa A¢des Lideres Globais [‘leading global equities”]
fund, which invests in worldwide listed equities of companies with a strong brand recognition factor:

o Growth of €229 million in 2020;

o Largest unit trust investment fund in the national market, ending 2020 with €1,129.6 million under
management;

e Second placed national fund with the highest annualised return over the last 3 years (11.3%), according
to APFIPP;

e Continues to achieve the highest score attributed by Morningstar - 5 stars

 Awarded, for the second consecutive year, the Jornal de Negécios/ APFIPP 202 prize for the “Best Fund”
in the “Other Equities Fund” category.

Reference should, lastly, be made to the Caixa Ac¢des Oriente [“Orient equities”], fund with the third highest returns
of 13.4% in 2020, in the national market, according to APFIPP.

Prizes and Distinctions in 2020

In 2020, Caixa Gestdo de Ativos was distinguished three times:

e By Morningstar (Morningstar Awards 2020), as the “Best Bond Fund Manager” for the 6th consecutive
year and “Best Global Management Company” for the 41" year (3 of which consecutive). Morningstar 2020
prizes aim to recognise management companies, fund groupings and national market funds providing
investors with the highest returns in the context of their respective peer groups across the preceding year.

o By APFIPP, in partnership with Jornal de Negdcios, with the following “Best Funds 2020” prizes in the
following categories: Caixa Agbes Lideres Globais [‘Leading global equities”], for the second consecutive
year, Outros Fundos de A¢des [“Other equity funds”]; Caixagest Obrigacdes [‘Bond funds”], for the second
consecutive year in the Fundos de Obrigacdes de Taxa Indexada [“Tracker bonds”], Caixagest
Oportunidades [“Opportunity”], Outro Fundo de Obrigacdes [“Other bond funds”], categories. The “Best
Funds 2020” prizes awarded by Jornal de Negoécios/APFIPP 2020 aim to distinguish the best national
funds in the respective categories, based on risk-adjusted return metrics over the last 3 years.
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e By Euronext (Euronext Lisbon Awards 2020), with the award of the Sustainable Finance prize to the Caixa
Acdes Europa Socialmente Responsavel [‘Socially responsible equities”], fund. This annual event aims
to distinguish entities, people and initiatives making an active contribution to the development of Portugal’s
capital markets in the preceding year. In particular, the Sustainable Finance award distinguishes the
initiative, project or event with the most positive impact on environmental, social or corporate governance
issues.

Reinforcement of the incorporation of ESG principles in the management process of Caixa Gestao de
Ativos

The last two years have been marked by an acceleration of the incorporation of ESG (Environment, Social and
Governance) issues in Caixa Gestéo de Ativos' investment strategy.

The formalisation, in 2019, of adherence to the United National Principles for Responsible Investment (PRI) = United
Nations - Supported Principles for Responsible Investment (UNIPRI) —= and publication of the Socially Responsible
Investment Policy, was followed, in 2020, with the publication of the Engagement Policy enabling Caixa Gestao de
Ativos to fulfil its aim of setting an example in terms of socially responsible investments, focusing its operations in
three areas:

1. Integration of ESG factors into investment processes, in parallel with the use of traditional financial
analysis factors;

2. Engagement with companies in the form of voting rights associated with assets under management;

3. Engagement with target investment companies, fostering a close dialogue on socially responsible
investment issues.

In its assessment of Caixa Gestéo de Ativos, with regard to sustainable investment in 2020 under the PRI (Principles
for Responsible Investment), reference should be made to the following positive aspects:

e Achievement of an A rating (on a scale from E to A+) in the “Strategy/Governance” and “Actions —
Incorporation of ESG criteria” module;
e Achievement of a B rating (on a scale from E to A+) in the “Fixed income” module;

The notes referred to in 1) and 2) are in line with the median obtained by the international peer group to which Caixa
Gestédo de Ativos belongs (European Asset Manager with assets under management of between 10 and 30 billion
US dollars).

ASSET MANAGEMENT — INDICATORS

Net Comissions 24.0 25.1 1.0 4.3%
Total operating income 25.8 26.9 1.2 4.6%
Operating costs 12.1 12.6 0.5 3.9%
Net op. income before impairments 13.7 14.4 0.7 5.2%
Net income 10.2 11.1 0.9 8.7%
Assets under management 27,952.9 16,297.1 -11,655.8 -41.7%
Securities Funds (1) 4,385.7 4,798.0 412.3 9.4%
Real Estate Funds (1) 796.4 931.2 134.9 16.9%
Pension Funds (2) 4,099.9 4,434.8 334.9 8.2%
Portfolio Management (3) 18,670.9 6,133.0 -12,537.9 -67.2%

() Assets managed by Caixa Gestéo de Ativos; (2) Assets managed by CGD Pensdes. They include investments made in the Group's; (3) Portfolios managed
by Caixa Gestéo de Ativos. The figures exclude Pension Funds. They include amounts invested in the Group's real estate and investment funds.

1.4.4.2. International activity

CGD continued to restructure its international presence, in 2020, based on criteria of economic rationality and
strategy, always geared to leveraging its respective results and achieving strict control over its associated risks,
focusing on the countries defined as being strategic to the group’s activity on the basis of their business affinities
with Portugal.

CGD Group has a presence in international geographies with high potential but also not inconsiderable risk levels,
and enjoys unique access to local markets in its leverage of the brand value of its image of trustworthiness.
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In this context, the main guidelines for CGD Group's international strategy are based on:

e The evolution of a relatively uncoordinated set of units for a coordinated network operation, based on
closer cooperation between CGD and each of these operations e.g. in terms of governance and the
corporate functions;

* A strengthening of income and profit generating capacity not dependent on the balance sheet, based on
its enormous capacity to operate as a servicer for banks and international companies absent from the said
geographies;

¢ Enhancement of the servicing activity to secure high quality credit and additional business;

e Homogenisation of supply and commercial approach, considering local specificities;

e The simplification and improved efficiency of its structure, e.g. exploiting synergies with CGD;

e A strengthening of corporatisation levels of control and other functions.

CGD Group aims to operate as a multiservice banking platform for multinational customers operating in the
geographies covered by CGD’s branch office network, developing an integrated view of the Group's customer,
aiming to capitalise on the relationship and the respective commercial flows through a geographically diversified
offer.

The strengthening of governance is a critical aspect of activity areas in international operations, based on
consolidating CGD’s representativeness and its consistent oversight, both on a level of such units’ statutory bodies
and its corporate exercise of control functions and harmonising of rules and practices and the sharing of good
practice across the Group as a whole and, in general, the growing articulation between CGD’s diverse functional
structures and those of its international units.

In terms of international presence, it is noteworthy that, on the occasion of its 9" anniversary, the Central Bank of
Timor Leste decided to award the Excellence Award to Caixa Geral de Depésitos - BNU Timor, for its contribution
to the development of the financial system in East Timor.

Contributions from the International Area

The international business area’s contribution to consolidated net income in 2020 was down 49.3% over 2019 to
€93.1 million, mostly due to the change in the perimeter of activity due to the 2019 sale of subsidiaries in Spain and
South Africa.

CONTRIBUTION TO CONSOLIDATED NET INCOME ©

INTERNATIONAL ACTIVITY

Net interest inc. incl. inc. from eq. investm. 398.1 352.7 -45.4 -11.4%
Net fees and commissions 88.2 76.9 -11.3 -12.8%
Net trading income 54.0 36.2 -17.8 -33.0%
Other operating income 0.5 4.6 4.0 787.3%
Total operating income 540.8 470.4 -70.4 -13.0%
Employee costs 148.3 142.8 -5.5 -3.7%
Administrative expenses 93.2 79.2 -14.0 -15.0%
Depreciation and amortisation 28.9 25.7 -3.3 -11.3%
Operating costs 270.5 247.7 -22.8 -8.4%
Net operating income before impairments 270.3 222.7 -47.6 -17.6%
Credit impairment (net) 34.3 63.2 28.9 84.4%
Provisions and impairments of other assets (net) 4.7 32.0 27.3 580.6%
Net operating income 231.4 127.5 -103.9 -44.9%
Income Tax 40.7 22.3 -18.4 -45.3%
Net operating income after tax and before non-controlling interests 190.6 105.2 -85.4 -44.8%
Non-controlling interests 47.0 28.9 -18.1 -38.5%
Results from subsidiaries held for sale 39.1 16.3 -22.8 -58.3%
Results of associated companies 0.8 0.5 -0.3 -36.6%
Net income 183.5 93.1 -90.4 -49.3%

(*) Pure intragroup transactions w ith no impact on consolidated net income are not eliminated.
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The unfavourable evolution of net interest income (down €45.4 million), the results of net trading income (down
€17.8 million), as well as fees and commissions (down €12.8 million), justify the reduction of the total operating
income in 2020 to €470.4 million (down 13.0%, compared to 2019).

The evolution of operating costs was favourable, decreasing €22.8 million (-8.4%) compared to the previous year,
with employee costs decreasing by 3.7% and administrative expenses, as well as depreciation, decreasing 15.0%
and 11.3%, respectively, while credit impairment was up €28.9 million over 2019 as a preventive measure for the
potential effects of the pandemic crisis.

The main contributors to income from international activity in 2020 were BNU Macao (€46.0 million), BCI
Mozambique (€17.5 million), France branch (€16.3 million) and Banco Caixa Geral - Angola (€10.8 million).

Main CGD Group Companies
BNU Macao

Banco Nacional Ultramarino, S.A (BNU) is a fully owned CGD subsidiary in the Special Administrative Region of
Macao. Its presence in Macao dates back to 1902 and comprises a large network of 20 branch offices in the Territory
and a branch in the city of Henggin which adjoins Macao (previously known as the “Island of the Mountain”) and
the Special Economic Zone of the Province of Guangdong (previously Canton) in the PRC (People’s Republic of
China).

In 2020 after the outbreak of the pandemic, and in order to minimize its impact, the Government of Macao adopted
a series of measures to support the population and SMEs, which included tax cuts and exemptions, loans with
subsidized rates, allocation of long-term, interest-free repayment funds and consumption incentives, not forgetting
the development of Macao as a financial market, proceeding to the issue in November 2020 in Macao of 2.1 billion
denominated bonds in patacas, by the Macao branch of Industrial and Commercial Bank of China Limited, an issue
in which BNU was joint lead manager and joint bookrunner.

In October 2020, the Government of the Macao Special Administrative Region extended the agency contracts with
the Bank of China and the Banco Nacional Ultramarino as currency-issuing banks for a period of ten years. This is
an acknowledgment of the role played by this CGD Group entity, present in Macao since 1902 and issuing currency
for more than 30 years, both for the development of the region and as a primary vehicle for connecting the
Portuguese economy with the Asian markets.

In the global pandemic context, BNU has implemented several protection and support measures for its customers,
employees and communities. In terms of supporting its customers, the Bank has also implemented a policy that
allows, upon verification of certain conditions, the extension of the repayment terms for financing granted to SMEs
and for mortgage loans.

In 2020, BNU's activity generated a net positive result of 419.9 million patacas (€46 million) and a return on equity
(ROE) of 7.1%. The default ratio continued to show reduced values (1.1%) and the efficiency ratios remained much
lower than the industry average, cost-to-income of 39.7% and cost-to-core income of 34.9%.

The customer loan portfolio totalled 26,692.0 million patacas in gross terms, which corresponded to an increase of
10.5% compared to the end of 2019. This growth resulted from corporate loans, either through the use of credit
facilities already available, either through new financing and the increase in mortgage loans. Consumer credit
decreased, reflecting a more conservative attitude from customers.

Customer resources declined slightly due to the drop in deposits from large companies and in particular the casinos
affected by the significant drop in revenues. In this context, the ratio of credit to deposits increased significantly to
74.3% in 2020 (65.6% in 2019).

Operating costs increased slightly (1.2%) compared to 2019. It is worth noting the reduction in administrative costs
under a strict containment policy. Employee costs increased by 3.8%, partly due to additional costs resulting from
the pandemic context and, on the other hand, due to the pressure on wages in a highly competitive and full
employment labour market and the need to reinforce the staff.

As a consequence, gross operating income decreased by 20.4% to 573.1 million patacas.

In terms of provisions and impairments, BNU recorded in 2020 provisions and net impairments of 92.8 million
patacas (16.4 million patacas in 2019), an increase justified by the current situation, safeguarding potentially
unfavourable developments for some credits.
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BNU MACAO - INDICATORS

Net interest income 96.3 88.0 -8.6% 869.8 803.2 -1.7%
Total operating income 121.6 104.8 -13.8% 1,098.5 956.2 -12.9%
Operating costs 41.9 42.0 0.2% 378.6 383.2 1.2%
Net op. income before impairments 79.7 62.8 -21.2% 719.9 573.1 -20.4%
Provisions and impairments 1.8 10.2  461.8% 16.4 92.8  467.3%
Net income 68.7 46.0 -33.0% 620.8 419.9 -32.4%
Net assets 6,196.7 5,593.1 -9.7%  55,830.1 54,810.2 -1.8%
Loans and adv. to customers (net) 2,681.0 2,723.8 1.6% 24,155.0 26,692.0 10.5%
Customer deposits 4,082.3 3,664.3 -10.2%  36,780.2  35,908.9 -2.4%

Exchange rate EUR/MOP - Balance sheet: 9.0097 in Dec/19 and 9.7996 in Dec/20; P&L 9.0346 in Dec/19 and 9.1234 in Dec/20.

BNU Macao’s contribution to CGD Group’s consolidated net income for 2020 was €46.0 million.

France branch

France branch, which is geared to the “natural” market comprising the Portuguese community in France, is one of
CGD Group’s major foreign operations. The branch also caters for other communities (particularly Portuguese-
speaking) and also assists Portuguese companies operating in France, both in the sphere of bilateral trade between
the two countries as in the sphere of the freedom to provide services.

It was in an uncertain macroeconomic context, marked by the Sars-CoV-2 pandemic and that of a banking market
in the midst of a technological and regulatory revolution, characterized by exacerbated competition in an
environment of historically low interest rates that the Branch pursued its domestic activity in 2020. Credit distribution
stands out with an increase of 7.8% compared to last year as well as the resource taking in the form of customer
deposits (+11.4%) and transfers to Portugal (-1.8 %).

Reference should be made to the branch's efforts in granting loans guaranteed by the State (PGE) and moratoriums,
with €86.5 million of PGE, corresponding to 886 operations. With regard to non-performing credit, the branch's
rigorous monitoring, which translated into less than 1% of default in irregular situations on 31 December, stands
out.

The branch's activity in the French market generated an operating result of €23.7 million, a decrease of 27.4%
compared to the previous year. This increase was due to the slight increase in operating costs (+3.4%), proportional
to the total operating income (+2.7%), but above all, the important reinforcement of impairments and provisions (up
€9.5 million) anticipating possible future losses. Even so, the achieved net result was positive, amounting to €15.5
million.

France branch remains committed to promoting bilateral business between Portugal and France and actively
contributes to the promotion of the sale of CGD Group properties in the French market, although this activity, that
includes, inter alia, the participation in the salons of the Portuguese real estate in France, has been reduced due to
the pandemic.

73



FRANCE BRANCH - INDICATORS

Net interest income 70.7 72.1 15 2.1%
Total operating income 95.8 98.4 2.6 2.7%
Operating costs 59.9 62.0 2.0 3.4%
Net op. income before impairments 35.8 36.4 0.6 1.6%
Provisions and impairments 3.2 12.7 9.5 300.1%
Net income 29.2 15.5 -13.7 -47.1%
Net assets 3,057.9 3,248.1 190.1 6.2%
Loans and adv. to customers (net) 2,474.8 2,668.2 193.4 7.8%
Customer deposits 2,543.7 2,779.9 236.3 9.3%

France branch’s contribution to CGD Group’s consolidated net income in 2020 was €16.3 million.

Banco Caixa Geral Angola

BCGA (Banco Caixa Geral Angola) is an Angolan institution owned by CGD Group and was the first private banking
institution to operate in Angola after its independence.

BCGA specialises in the large and medium sized corporate segments, particularly oil and gas, and affluent retail
customers with levels of service of excellence. It has a presence in 10 of the country’s 18 provinces with 31
branches, 4 corporate centres, 1 specialised hub for companies operating in the oil and gas sectors and 1 hub
specialising in large companies.

BCGA'’s net interest income of 27,655 million kwanzas, was up by a year-on-year 10.6%.

The domestic currency’s continued downwards trend against the US dollar and the euro, in 2020, enabled it to
achieve a positive level of income from financial operations owing to its long term foreign exchange position,
although the amount was lower than in previous years, owing to the bank’s endeavours to significantly reduce its
currency exposure.

The results of services and commissions grew by 69% in relation to the same period last year, showing a positive
performance in view of the strong regulatory restrictions imposed by the National Bank of Angola. The result with
commissions has its greatest expression in commissions for documentary credits, commissions with foreign
exchange operations, commissions with correspondent operations and commissions associated with TPA and
ATM.

Operating costs decreased by €9.5 million (down 25.1%) due to exchange rate effects, up 21.9% in local currency.

Net operating income before impairment was 23,251 million kwanzas. This figure is a consequence of the negative
impact of the non interest income and the increase in operating costs.

BCGA's net assets reached 611,043 million kwanzas, +10.8% over the same period last year. This increase is
essentially due to the growth in customer resources.

The loan portfolio compared to the same period last year had a positive variation of 10.5%, with loans in arrears in
December showing a reduction compared to the same period of 24%, with the coverage ratio (provisions/overdue
loans) at 151% and the default ratio at 8%.

Deposits grew by 13.8%, mainly in kwanzas, +24%, as a result of a change in strategy that started to give a greater
focus also on retention (growth of term and savings deposits higher than growth of sight deposits), in addition to the
greater aggressiveness of fundraising campaigns in progress. Foreign currency resources rose 6% year-on-year,
mainly due to the effect of the exchange rate appreciation against the kwanza, but also benefiting from the
confidence given to customers, regarding the effective availability of their deposits.
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BCG ANGOLA - INDICATORS

Net interest income 61.9 42.1 -32.1%  25,011.7 27,654.9 10.6%
Total operating income 88.7 63.9 -27.9%  35,815.9 42,016.9 17.3%
Operating costs 38.1 28.6 -25.1%  15,395.9 18,765.6 21.9%
Net op. income before impairments 50.6 35.4 -30.0%  20,420.0 23,251.3 13.9%
Provisions and impairments 7.5 19.0 153.1% 3,029.7 12,480.7 311.9%
Net income 39.4 19.5 -50.5% 15,894.0 12,816.9 -19.4%
Net assets 1,028.7 769.3 -25.2% 551,291.8 611,042.7 10.8%
Loans and adv. to customers (net) 187.8 140.0 -25.4% 100,642.9 111,198.4 10.5%
Customer deposits 852.2 654.3 -23.2% 456,728.7 519,677.5 13.8%

Exchange rate EUR/AOA - Balance sheet: 535.9300 in Dec/19 and 794.2700 in Dec/20; P&L: 403.7662 in Dec/19 and 657.1824 in Dec/20.

BCG Angola’s contribution to CGD Group’s consolidated net income totalling €10.8 million in 2020.

BCI Mozambigue

In the current pandemic context, for the year 2020, both the Mozambican Government and the International
Monetary Fund (IMF) have revised downwards the prospects for economic growth from 1.6% to 0.8% and 1.4% to
-0.5%, respectively. However, the inherent risks in the evolution of the pandemic, the military instability that occurs
mainly in the northern part of the country and the uncertainties regarding global economic growth, may threaten
these perspectives. The evolution of inflation was favourable, standing at 3.5%, partly due to the easing of the
restrictions imposed to contain the spread of Covid-19 by the Government, coupled with the depreciation of the
metical.

In the second half of 2020, Banco Comercial e de Investimentos (BCI) recorded an expansion of its activity, which
allowed it to consolidate its leadership position in the Mozambican banking system in the three main dimensions of
market shares: credit, deposits and assets, having reached at the end of December 2020, 27.4%, 26.4% and 24.4%,
respectively.

The implementation of the expansion plan for the BCI branch network was conditioned during the course of 2020,
having ended the year with 211 branches, 3 more than in 2019, 587 ATM and 16,705 POS (15,983 in 2019).

Net assets grew by 15.9%, recording 191.1 billion meticais compared to 165.0 billion meticais in December 2019.

The customer loan portfolio (net) increased slightly compared to the same period last year, +78 million meticais,
totalling 67.3 billion meticais.

Customer deposits amounted to 150.4 billion meticais in December 2020, an increase of 20.7% compared to 2019.

In December 2020, the transformation ratio stood at 44.7%, corresponding to a reduction of 9.2 pp compared to the
same period in 2019 (53.9%).

Equity totalled 19.9 billion meticais, 1.2 billion higher than in 2019, reflecting the combination of the payment of
dividends and the effect of the 2020 Net Income. Growth in the solvency ratio, which reached 25.1% at the end of
the year, a level well above the minimum of 12.0% legally established by the Bank of Mozambique.

In terms of results, BCI recorded a positive performance in total operating income, which amounted to 14.9 billion
meticais, that compares with 14.5 billion meticais achieved in the same period of 2019.

Operating costs was up by 4.4%, mostly influenced by the 5.7% increase in employee costs and 3.5% in general
administrative costs, increases that mostly reflect the exchange rate variation and the effect of the pandemic.

In 2020, BClI obtained a net result of 2.2 billion meticais, down 42.3% compared to 2019. This reduction is essentially
due to the reinforcement of credit impairments, to contain potential impacts of the pandemic.

75



BCI MOZAMBIQUE - INDICATORS

Net interest income 148.7
Total operating income 208.5
Operating costs 108.1
Net op. income before impairments 100.4
Prowvisions and impairments 28.4
Net income 54.6
Net assets 2,403.2
Loans and adv. to customers (net) 979.0
Customer deposits 1,814.9

Exchange rate EUR/MZN - Balance sheet: 68.6500 in Dec/19 and 90.7200 in Dec/20; P&L: 69.3430 in Dec/19 and 78.8916 in Dec/20.

138.0
189.1
99.2
89.9
48.4
27.7

2,107.0
741.7
1,657.7

-1.2%
-9.3%
-8.2%
-10.5%
70.5%
-49.3%

-12.3%
-24.2%
-8.7%

10,313.4
14,457.1
7,497.0
6,960.1
1,969.1
3,788.7

164,983.1
67,207.1
124,592.0

10,890.3
14,918.2
7,827.3
7,090.9
3,819.2
2,187.2

191,144.7
67,285.2
150,384.9

BCI Mozambique’s contribution to the 2020 Group’s consolidated net income was €17.5 million.

1.4.5. Separate activity

Results

5.6%
3.2%
4.4%
1.9%
94.0%
-42.3%

15.9%
0.1%
20.7%

CGD'’s separate operations include its activity in Portugal and that of its France and East Timor branches. Its Spain
and Luxembourg branches were closed in 2020. The results were once again positive in 2020, achieving a net

income for the year of €406.5 million.

In terms of CGD’s core activity, reference should be made to the stabilising of income from services and
commissions which was up 0.2% over the preceding year to €420.6 million and the €56.8 million reduction of net
interest income over the end of 2019 to €704.3 million. Operating costs continued to trend downwards by €92.6
million or 12.8% in comparison to 2019, accompanied by a €72.7 million decrease (down16.6%) in employee costs
and a decrease of 11.2% by €24.2 million in general administrative costs, offset by a €4.4 million increase in
depreciation and amortisation to which a contributory factor was investment the in technology, particularly on digital
platforms. As a result of these developments, net operating income before impairment was down 11.9% by €87

million over 2019 to €643 million in 2020.
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INCOME STATEMENT (SEPARATE)

Restated
2019-12 | 2020-12

Interest and similar income 1,326,278 1,070,070  -256,208 -19.3%
Interest and similar costs 565,177 365,811  -199,366 -35.3%

Net interest income 761,101 704,259 -56,842 -7.5%
Income from equity instruments 75,335 91,529 16,194 21.5%
Net interest income incl. income from eq. investm. 836,436 795,788 -40,649 -4.9%
Fees and commissions income 519,412 509,310 -10,103 -1.9%
Fees and commissions expenses 99,830 88,752 -11,078 -11.1%

Net fees and commissions 419,582 420,558 976 0.2%
Net trading income 66,396 22,758 -43,638 -65.7%
Other operating Income 130,922 34,696 -96,226 -73.5%
Non-interest income 616,900 478,012 -138,888 -22.5%
Total operating income 1,453,337 1,273,800 -179,537 -12.4%
Employee costs 436,605 363,924 -72,680 -16.6%
Administrative expenses 216,308 192,059 -24,249 -11.2%
Depreciation and amortisation 70,485 74,848 4,364 6.2%

Operating costs 723,397 630,832 -92,566 -12.8%
Net operating income before impairments 729,940 642,968 -86,971 -11.9%
Credit impairment (net) -130,409 154,536 284,945 -
Provisions and impairments of other assets (net) -177,771 -61,484 116,287 -
Provisions and impairments -308,180 93,052 401,232 -
Net operating income 1,038,119 549,916  -488,203 -47.0%
Income Tax 276,106 143,377  -132,729 -48.1%

Current 76,469 250 -76,219 -99.7%

Deferred 173,157 115,563 -57,595 -33.3%

Contribution on the banking sector 26,480 27,565 1,084 4.1%
Net income 762,013 406,539  -355,474 -46.6%

Balance sheet

Net assets in respect of Caixa Geral de Depositos' separate activity were up 7.6% over the preceding year to
€85,452 million at the end of 2020. Reference should be made to the 49.0% increase in cash and cash equivalents
at central banks and a 14.8% increase in securities investments as being indicative of a strong liquidity position. In
turn, loans and advances to customers, fuelled by the incorporation of Caixa Leasing and Factoring - Sociedade
Financeira de Crédito, S.A. into Caixa Geral de Depositos were up €2.4 billion. On the liabilities side reference
should be made to the increase of customer resources (up 11.8%).
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BALANCE SHEET (SEPARATE)

ASSETS

Cash and cash equivalents with central banks
Loans and advances to credit institutions
Securities investments

Loans and advances to customers
Non-current assets held for sale

Intangible and tangible assets

Investm. in subsid. and associated companies
Current and deferred tax assets

Other assets

Total assets

LIABILITIES

Central banks' and credit institutions' resources
Customer resources

Debt securities

Financial liabilities

Provisions

Subordinated liabilities

Other liabilities

Sub-total

Shareholders' equity

Total

Capital management

(EUR million)

6,384 9,513 3,129 49.0%
4,176 2,129 -2,046  -49.0%
21,666 24,866 3,200 14.8%
41,781 44,174 2,393 5.7%
234 208 -25 -10.9%
469 517 48 10.1%
1,538 1,301 -237  -15.4%
1,786 1,699 -86 -4.8%
1,369 1,043 -325 -23.8%
79,403 85,452 6,048 7.6%
1,908 2,532 624 32.7%
59,006 65,978 6,972 11.8%
2,464 1,371 -1,092  -44.3%
907 921 13 1.4%
1,054 996 -58 -5.5%
1,116 1,117 01 0.1%
5,325 4,730 -595 -11.2%
71,779 77,645 5,866 8.2%
7,624 7,807 183 2.4%
79,403 85,452 6,048 7.6%

Shareholders’ equity was up by €183 million over 2019 to €7,807 million at the end of 2020.

SHAREHOLDERS’ EQUITY (SEPARATE)

Capital

Other capital instruments
Revaluation resenes

Other reserves and retained earnings
Net income for the year

Total

3.844 3.844 0 0,0%
500 500 0 0,0%
269 256 -13 -5,0%

2.248 2.800 5562 24,5%
762 407 -355 -46,6%

7.624 7.807 183 2,4%

The CET1 and Total ratios, at 31 December 2020, calculated on a separate basis under CRD IV / CRR rules were
20.5% and 23.8%, respectively, in phased-in e full implementation.

The following table illustrates the amounts of own funds and capital ratios for end 2019 and 2020:
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SOLVENCY RATIOS (SEPARATE)

CRD IV / CRR Regulation
2019-12 2020-12

Own funds
Common equity tier 1 (CET 1) 6,818 6,916
Tier 1 7,318 7,416
Tier 2 600 600
Total 7,918 8,016
Weighted assets 34,616 33,751
Solvency ratios
CET1 19.7% 20.5%
Tier 1 21.1% 22.0%
Total 22.9% 23.8%

In the assessment of its separate own funds and prudential ratios at 31 December 2020, reported to the supervisor,
a net profit of around €322.1 million was considered, in conformity with the ECB’s authorisation under no. 2 of article
26 of regulation (EU) 575/2013 and article 5 of European Central Bank decision (EU) 2015/656 of 4 February 2015
(on the inclusion of provisional profit or end of period income in Tier 1 own funds).This amount was based on the
prudential perimeter’s net accounting profit of around €406.5 million, net of around €84.5 million concerning to the
value of payment of dividends (amount determined pursuant to Recommendation ECB / 2020/62, of 15 December
2020 on the payment of dividends during the Covid-19 pandemic).

In the context of the Covid-19 pandemic, the ECB, on 27 March 2020, adopted recommendation ECB/2020/19(2)
recommending that, at least until 1 October 2020, no dividends should be distributed and no irrevocable dividend
payment commitments should be undertaken by credit institutions and that credit institutions should refrain from
share buy-backs for the purpose of remunerating shareholders. This measure was intended to increase banks’
capacity to absorb losses and support loans to households and businesses during the Covid-19 pandemic.

The ECB thus admitted two situations, namely:

a) the maintenance of the initial dividend distribution proposal, but conditioning effective payment to a
reassessment of the situation when the uncertainties caused by Covid-19 have disappeared (in any event
not prior to 1 October 2020);

b) a proposal for a change in the dividends policy pursuant to which no dividend will be distributed for 2019,
committing to a possible distribution of reserves subject to a reassessment of the situation once the
uncertainties caused by Covid-19 have disappeared (in any event not prior to 1 October 2020).

Following this guideline, the shareholders’ meeting approved the non-distribution of dividends for 2019, with net
profit being appropriated to free reserves, following deduction of the legal reserve (option b of the ECB
recommendation).

On 27 July 2020, the ECB extended this recommendation until 1 January 2021 based on the adoption of
recommendation ECB/2020/35.

On 15 December 2020, the ECB issued a new recommendation (ECB/2020/62) on the distribution of dividends
during the Covid-19 pandemic (repealing recommendation ECB/2020/35), considering, in general terms, that credit
institutions deciding to make dividend distributions or undertake share buy-backs should comply with two limits:
15% of the respective accrued profits for the financial years 2019 and 2020 or more than 20 basis points in terms
of the Common Equity Tier 1 ratio, whichever the lower.
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The variation in the CET1 ratio between December 2019 and December 2020 is explained by the improvement of
own funds and the reduction of the Risk Weighted Assets:

1.

The increase in Common Equity Tier1 (CET1) amount of approximately €98 million represents a positive
contribution to the CETL1 ratio of 29 basis points (bps) and derives essentially from the contribution of the
following components:

The net profit of around €322 million calculated in own funds, which is in line with the ECB’s authorisation
to include this shareholders’ equity item in the calculation of prudential ratios, was the principal
component whose positive contribution accounted for a 95 bps increase in the change in the CET1 ratio;

The amounts of the deduction related to fact that the prudential limit on own funds was exceeded by
10% was responsible for a deduction of around €57 million, which translated into a positive impact of
around 17 bps to the change in the CET1 ratio.

The negative variation of around €210 million in other reserves and retained earnings, which translated
into a decrease of around 62 bps in the variation of the CET1 ratio, essentially on account of a negative
variation of around €110 million in actuarial deviations related to employee benefits, an additional Tier
1 interest charges (negative €54 million) and the impact of the merger of CLF - Caixa Leasing e Factoring
and Partang into Caixa Geral de Depdsitos, SA (a negative impact of around €44 million);

A negative deduction of around €53 million of intangibles, translating into a negative variation of 16 bps
in the CET1 ratio, and;

The negative variation of around €13 million in revaluation reserves translating into a negative impact
of around 4 bps to the change in the CET1 ratio.

The RWA reduction of approximately €865 million, contributed to an positive variation of 50 bps on the CET1
ratio and is explained by the following factors:

a)

b)

c)

d)

e)

The merger of CLF into CGD with a negative impact of 94 bps on the CET1 ratio, corresponding to the
net effect on RWA of the incorporation of assets and the cancellation of CGD headquarters's
participation.

Extension of the scope of the SME support factor, provided for in Regulation (EU) No. 873/2020, with
an positive impact of approximately 35 bps in CET1;

Increase, by approximately €1,000 million, of the exposure guaranteed by the European Investment
Fund or the Mutual Counter-Guarantee Fund. This increased exposure, offset by the decrease in
unsecured credit, fits in the context of credit granted under the Covid lines, with a positive contribution
to the CET1 ratio of around 58 bps;

Reduction in exposure to other debtors justified by the settlement of sales transactions for non-
performing asset portfolios, the reduction in the derivatives portfolio subject to counterparty credit risk
and the decrease in exposure in non-current assets held for sale contributed, together, to improve the
ratio by about 20 bps;

Reduction of RWA for operational risk by €143 million and RWA for market risk by €53 million, with a
positive impact of 11 bps on the CET1 ratio.

SREP capital requirements on CGD'’s separate activity in 2020

In terms of its separate activity and in the sphere of the last available supervisory review and evaluation process
(SREP 2017), it was defined that Caixa Geral de Depdésitos, S.A. (parent company) must permanently comply with
the own funds and liquidity requirements applicable under regulation (EU) 575/2013, the national legislation
transposing directive 2013/36/EU and any other applicable national liquidity requirements in the sense of article
412, no. 5, of regulation (EU) 575/2013.

The ratio levels achieved by CGD on a separate basis in December 2020 are considerably higher than the required
minimums.
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CGD employees’ Pension Fund and Healthcare Plan

Pension liabilities for CGD retirees were €3,226 million and €3,429.8 million, at 31 December 2019 and 2020,
respectively, an increase of €203.8 million.

The liabilities, at the end of 2020, were funded by the pension fund were financed at around 98.5%, (retired at 100%
and active workers at 96.8%). The pension fund’s effective yield offset interest costs and therefore originated
positive yield of around €93.4 million which contributed to mitigate the deviation related to liabilities. The negative
actuarial deviations associated with pension liabilities at the end of the year were around €1,082.7 million (against
€984.7 million in 2019).

The liabilities associated with CGD employees’ post employment medical benefits — medical plan were fully
provisioned, at 31 December 2019 and 2020, at €511.3 million and €524.8 million, respectively. At the end of the
year, actuarial deviations associated with the medical plan totalled around €175.5 million (against €131 million in
2019).

CGD STAFF PENSION FUND

Fund's movements

Amount of the Pension Fund on 31.12.2019 including liabilities 3,004.6
Employees’ contributions 18.6
Company ‘s regular contributions 67.7
Liabilities settlement - Extraordinary contribution 221.5
Pensions paid -73.6
Netyield of Fund 138.2
Amount of the Pension Fund on 31.12.2020 including liabilities 3,376.9

CGD revised last year’s discount rate from 1.4% to 1.05%, changed the rate of wage growth for the year 2021 and
following, from 0.75% to 0.6%, and changed the growth rate of pensions for 2021 and following, from 0.4% to 0.3%.

The fund, according to the fund manager’s calculations, was worth €3,376.9 million at 31 December 2020.This
amount was sufficient to cover the minimum mandatory funding required by the current standard applicable to this
category of liabilities, i.e. the need to cover 100% of liabilities for retirees and at least 95% for active workers.

An amount of around €22.5 million was recognised in the employee costs account for the year of which €66.3 million
relative to the normal cost for the year, around €11.7 million relative to the increase in liabilities for early retirements,
a negative €5.5 million resulting from gains associated with voluntary redundancies and a negative €50 million
resulting from gains associated with the amendment to the Pension Plan due to the new Company Agreement.

The evolution of actuarial deviations (accumulated) directly recognised in equity which increased from a negative
€984.7 million at the end of 2019 to a negative €1082.7 million in 2020, is essentially explained by the negative
deviation associated with liabilities (€191.4 million) which was partially compensated by the positive actuarial
deviation of €93.4 million in pension fund yield.

The yield on CGD'’s pension fund was 4.3%.
The evolution of Pension liabilities for retirees and contributions in the last five years were as follows:

PENSION LIABILITIES FOR RETIREES

Pension Liabilities 2,540.5 2,636.2 2,740.1 3,226.0 3,429.8
Contributions to the Pension Fund 205.5 56.1 190.9 359.0 67.7
Regular 66.9 56.1 61.7 58.0 67.7
Extraordinary - recorded in liabilities 138.6 0.0 129.2 221.5 0.0
Extraordinary - delivered the same year 0.0 0.0 0.0 79.5 0.0

Within the scope of the merger of CLF into CGD, the liabilities for retirement pensions of specialized credit company,
in the amount of approximately €2.4 million, as well as the amount of coverage of equal amount were transferred
to CGD.
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The following table shows that liabilities of €511.3 million and €524.8 million for CGD employees’ post employment
medical benefits at 31 December 2019 and 2020, respectively, have been fully provisioned:

HEALTHCARE PLAN IN 2020

Provision

Value of provision at 31.12.2019 511.3
Current cost for period 13.8
Gains associated with changing the Plan -20.7
Contribuition for healthcare senices (SS and SAMS) -24.1
Actuarial gains 44.6

Value of provision at 31.12.2020 524.8

The actuarial gains referred to in the table derive from a revision of the calculations of medical plan liabilities. The
accumulated actuarial deviations balance at 31 December 2020 was €175.5 million.

CGD’s contribution rate to the Social Services is 6.5% In addition, CGD partially subsidises cultural, sporting and
other social support activities, with an annual contribution of 85 euros for each Social Services member.
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1.5. Risk management

The person ultimately in charge of CGD Group’s risk
management function is its CRO (chief risk officer), who
is a member of the executive committee of CGD’s board
of directors. CGD’s CRO is globally responsible for
monitoring the Group’s risk management framework
and particularly for ensuring the adequate and effective
operation of the risk management function. He/she also
has the duty to inform members of management and
audit bodies on the risks incurred, CGD’s and CGD
Group’s global risk profile and degree of compliance
with the defined risk tolerance levels.

CGD group’s risk management function is based on a
governance model which simultaneously aims to
comply with best practice as set out in directive
2013/36/EU and to enhance the strength and
effectiveness of the system for the identification,
measurement, monitoring, reporting and control of
financial risks (credit, market, liquidity, balance sheet
interest rate and pension funds) and non-financial risks
(strategy and business, operational, IT and reputational)
to which CGD Group is or may be exposed.

Risk management is centralised and assisted by a
dedicated structure in the form of the risk management
division, for which the CRO is responsible. The models
validation office, for the internal validation of the risk
assessment models used in CGD Group was set up, at

and operational risks, with the objective of achieving
stability, solvency and financial strength, guaranteeing
identification, assessment, oversight, control and
reporting functions on the financial and operational risks
to which CGD Group is exposed and the
interrelationships between them, to ensure the coherent
integration of their part contributions, that they remain in
line with the risk appetite defined by the board of
directors and that they will not significantly affect CGD’s
financial situation, by continually ensuring compliance
and conformity with external standards and the legal
and statutory requirements governing such matters.
The division ensures the implementation of CGD’s
business continuity strategy based on the global
coordination and planning of the respective activities
and ensuring the supervision thereof across group
entities as well as promoting a culture of business
continuity within the group. It coordinates transversal
exercises as part of regulatory processes or when
internal initiatives are involved. It controls and promotes
the resolution of internal and external recommendations
contributing to the internal control system’s
effectiveness. It disseminates information on and
improves CGD group’s risk culture as a whole,
increasing the efficacy and efficiency of risk
management across various Group entities.

Chapter 3. The corporate governance report provides

the end of 2016, with the aim of incorporating the
principle of separation between the owner functions of
risk models and the assessment function of their quality.

detailed information on the Group’s risk governance
model as well as its respective risk policy in the form of
its risk appetite statement and provides the market with

The risk management division operates in the area of more detailed information on CGD’s risk framework.

the management and control of the Group’s financial

Main developments in 2020

The year 2020 was marked by several challenges inherent to the Covid-19 pandemic, resulting in an increase in
risk management requirements. The focus on gearing activities to minimising the pandemic’s internal and economic
impacts was accompanied by their respective regulatory requirements. CGD has, however, met its annual risk
management objectives.

Pursuant to the scope of its activity the risk management division accompanied the effects of the pandemic on a
CGD (and CGD group) level as the entity in charge of the broadest range of operational issues inherent to business
continuity, ranging from the coordination of the crisis management team and updating the contingency plan, to
overseeing constraints on a branch office and employee level, reporting regularly to management and administrative
bodies. Reference should be made to all of the efforts made deriving from the guidelines issued by regulators and
supervisors (EBA, ECB, ESMA and IASB) in addition to decree laws for the purpose of adjusting internal processes
to measures in response to the pandemic, including sensitivity analyses, based on different macroeconomic
scenarios for assessing impacts on impairment and capital requirements and the production of several internal
periodic reports for the supervisor.

Despite the adversity deriving from the pandemic, reference should be made to the fulfilment of the strategic plan
for the risk management function (approved by the board of directors in June 2019), which is based on four operating
pillars: (i) governance, (ii) human resources, (iii) organisation and (iv) tools and data. With the aim of strengthening
its scope and optimising and consolidating its modus operandi, a broad review of the organic structure of the risk
management division (DGR) was also carried out in 2019. This comprised a reorganisation of core areas, with the
inclusion of a non-financial risks area and the integration of an internal control area. The risk management function
further consolidated its commitment to transforming and strengthening the function, in 2020, based on the timely
implementation of the referred to plan in which reference should be made to:
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e The development of a non-financial risks governance model, established in accordance with CGD group’s
risk appetite statement, with the aim of exercising suitable control over all activities and processes in order
to limit losses on non-financial risks, keeping them within the tolerance levels defined by CGD’s board of
directors and mitigating other relevant negative impacts, such as the achievement of strategic objectives,
reputation or compliance with regulatory requirements;

e The implementation of the integrated system’s risk component to support activities in financial markets (“front-
to-back-to-risk” or “F2B2R”), which, in addition to being better suited to current requirements, allows better
monitoring and control of information, minimising operational risks;

e The production of the first self-assessment report, in lieu of the internal control report, in line with the
requirements of Bank of Portugal notice 3/2020, setting out various changes to the legal framework of
financial institutions, new reporting dates and content, in addition to new responsibilities for the supervisory
and management bodies of entities and group;

e The development of a new corporate internal use of capital policy, formally establishing that the
identification of internal capital needs should support strategic decision-making in addition to current
decisions, as part of the prevailing business model but which, together, may constitute material alterations
to the risk profile of each CGD group entity;

e The automation and optimisation of a series of processes and reports to provide various teams with greater
opportunity for the analysis and management of issues pertaining to their area of activity;

e Strengthening risk culture dynamics in various CGD group entities.

In parallel to the implementation of the strategic plan, a number of other major initiatives has been followed up.
They include the preparation of and response to the first phase of the EBA’s stress test 2020 exercise and
subsequent preparation of the 2021 exercise, as a result of the break in and postponement of the 2020 exercise on
account of the Covid-19 pandemic.

Solvency risk

Solvency risk comprises the risk of negative impacts on profit or loss or equity resulting from changes to regulatory
or fiscal frameworks, including the risk of mismatches between capital adequacy and risk profile.

Solvency risk, formalised in the last revision of the classification of CGD group risks, comprises fiscal, regulatory
and internal capital risk areas.

Methodology

Reference should be made, in terms of the oversight of solvency risk, to the regular monitoring of the adequacy
between own funds and the risk profile.

Requlatory capital requirements

From a regulatory viewpoint, this oversight comprises the regular measurement of regulatory capital requirements
for Basel Pillar I: credit, market and operational risk.

Risk weighted assets (RWA) at the end of 2020, amounted to €41,819 million of which 88% related to credit risk,
8.4% to operational risk and the remainder to market risk.

CGD group adopted the standard method for the calculation of its own funds requirements for credit risk, as defined
in chapter 2, heading Il, part Ill of regulation (EU) 575/2013.

This methodology consists of the segmentation of original risk positions into the risk classes defined in article 112
of the referred to regulation. The value of the positions are subject to impairment corrections to obtain the risk
positions.

Taking into account the guarantees and sureties associated with the positions, the same regulation provides for the
application of risk reduction techniques for the reclassification (personal protection) and/or reduction (real
protection) of risk positions. Risk positions are weighted by their final risk class (following any reclassification), as
defined in chapter 4, heading Il, part Il of the same regulation.

For positions at risk on sovereign loans, public sector entities, companies, institutions and funds, the supervisor
allows the risk weighting factor to be assessed on the basis of the credit quality measurements allocated by external
rating agencies (ECAI) considered eligible (regulation (EC) 1060/2009).
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The mark-to-market assessment method as defined in section 3 of chapter 6 of the European Parliament and of the
Council regulation 575/2013 which consists of adding to the operation’s market value, when positive, its future
valuation potential, resulting from the multiplication of the notional amount by a prudential factor based on the type
of agreement is applied for derivatives, repos operations, loans contracted for or issued on securities or property or
goods, long term settlement operations and loan operations with the imposition of a margin.

With a view to remedying the shortcomings identified in the current methods for calculating the exposure value of
derivatives transactions, namely owing to the fact that the existing calibrations are outdated and do not reflect the
level of volatility of such positions or because they do not adequately reflect the effect of guarantees in terms of risk
reduction on positions, the Basel Committee on Banking Supervision decided to replace the market price valuation
method by a new standardised method for calculating the exposure value of derivatives transactions, referred to as
the standardised approach to counterparty credit risk, to be applied from first half 2021. Own funds requirements
for the trading portfolio are calculated by applying the standardised method to debt, equity and foreign exchange
instruments and, finally, the own funds requirements for operational risk result from the three-year average of the
relevant risk-weighted indicator calculated each year for each of the activity sectors as defined in the same
regulation by the standardised method.

The Market Discipline 2020 document, scheduled for publication in first half 2021, will provide detailed information
on CGD Group’s regulatory capital requirements, calculated in the three risk areas.

Internal capital requirements

In the sphere of Basel’s Pillar Il, CGD Group carries adequacy focuses on the planning that supports the
out the internal capital adequacy assessment implementation of the group’s strategy. Short and
(ICAAP) exercise, which aims to identify, measure medium term planning for capital and capital needs
and allocate capital to the risks to which the banking are prepared in the context of the normal (base)
group is or is likely to be exposed. scenario but also considers a macroeconomic

environment and adverse idiosyncratic events,
allowing the assessment of CGD group’s solvency
position when subject to extreme scenarios.

The risk identification and measurement process
focuses on all risks defined in CGD group’s risk
classification system. In turn, according to the

perception of the materiality of the risks, internal In the context of solvency risk, compliance with the
methodologies and/or risk factors are used to regulatory exposure limit on a customer or group of
quantify the internal capital needed to absorb customers related on the basis of controlling or
unexpected losses resulting from risks that may economic dependency relationships is also
materially affect CGD group, broken down by risk assessed. Under Part IV of the CRR, the amount of
categories and, when applicable, sub-categories. exposure to a customer or group of related

customers, net of impairment and exemptions
provided for in the regulation, may not exceed 25%
of eligible own funds.

Taking into account that the identification of internal
capital needs should support strategic decision-
making while, at the same time, aiming to maintain

adequate capitalisation at the operational level, the The leverage ratio is also calculated and monitored.
corporate policy on the use of internal capital, This is a regulatory and supervisory instrument
published in 2020, formally instituted the use of calculated on the division of a measure of own funds
internal capital to support CGD group’s and its (tier 1 capital) by a total exposure measure whose
entities’ decision-making processes. calculation rules are set out in Part VIl of the CRR

and Commission Delegated Regulation (EU)
As such and in accordance with the approved 2015/62.

framework and risk appetite statement, the
assessment of internal and regulatory capital

Credit risk

Credit risk is associated with the losses and level of uncertainty over a customer’s/counterparty’s capacity to meet
its obligations.

Given the nature of banking activity, credit risk is particularly important, owing to its materiality, notwithstanding its
interconnection with the remaining risks.

Internal standards govern the management and control of credit risk which, based on the use of ratings, exposure
levels and other risk criteria, define the levels of competence necessary for the decision-making process on credit.
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DRC (credit risks division) operates in the area of the analysis, issue of opinions and decisions on credit operations,
in accordance with the credit regulations and the delegation of competence currently in force. It is also responsible
for validating individual impairment on credit and monitoring defined credit alerts.

Methodology

Risk analysis. CGD Group has implemented a risk identification, assessment and control system on its credit
portfolio. The system covers all customer segments and is active both when loans are made and in monitoring risk
over the lifetime of the operations.

Institutional and Corporate
Risk analysis (PD by entity, LGD, CCF)
Impaiments
Limits

Retail
Risk analysis (PD by operation, LGD, CCF)
Impairment

E Regulatory capital requirements

dn mojjo4 H |
K1anooay H|

7 Stress tests

8 Internal capital requirements

o All credit operations, upon origination, should be economically viable, be of interest to CGD, in accordance
with its credit policy and affect own funds in compliance with the defined solvency ratio, in light of, namely:
(i) their purpose and specific conditions of the real operations to be financed by them, (ii) the goodstanding
and business, technical and financial capacity of their proponents and respective representatives, (iii) their
former relationship with CGD Group and the financial system in general, in addition to the global amount
of their liabilities to the Group and the financial system.

e The adequacy, amount and maturity of each operation should be commensurate to its type and purpose
and the material conditions of the real underlying operation.

e The conditions of each credit operation, in matters of guarantees and interest rate, should be defined on
the basis of the level of credit risk involved and the customer’s global relationship with CGD Group, always
bearing CGD’s credit policy in mind. Real guarantees are normally required on medium/long term
operations.

e For corporates, municipalities, autonomous regions and financial institutions with a more significant level
of exposure, or with other added risk criteria/triggers, consideration of the credit risk, in addition to being
based on internal rating models (which include both financial and qualitative information), is individually
examined by a team of analysts which produces credit risk analyses and issues an opinion on the
respective credit risk. This individual analysis includes (i) consideration of diverse, up-to-date information
(forthwith, the exposure to CGD Group and the rest of the banking system, ratings, information on defaults
and banking incidents, fiscal liabilities and amounts owed to the social security services, pledges, judicial
actions, etc), (ii) an assessment of managerial capacity, (iii) consideration of the proposal’s reasonability,
(iv) an assessment of the repayment capacity of the proponents/projects, adjusting the repayment profile
when the risk is considered manageable and (v) consideration of risk mitigating factors (guarantees,
covenants, etc). The analysis is always produced on the basis of the economic group of which the
proponent is a member and, starting from a certain exposure level, the analysis teams adopt a specialised
sectoral approach.

e The assessment of corporate credit and project finance risk already includes environmental and social
considerations:

- The analysis of each project finance credit risk includes a category referring to a project’s
sustainability and socio-environmental impact and aims to analyse the project finance’s different
intervention domains, based on four essential areas: economic profitability, financial viability,
social equity and environmental correctness;

- The assessment of corporate credit risk is also based on considerations regarding a company’s
social and environmental credibility.
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e CGD Group’s project finance portfolio particularly concentrates on projects in the Iberian Peninsula. The
need to safeguard several environmental and social obligations is embedded in Portuguese and Spanish
legislation and must be complied with by the respective economic agents.

e Credit risk assessment in the retail segment is based on the use of statistical risk assessment tools (PD —
probability of default and LGD - loss given default), by several internal regulations which define objective
criteria to be complied with on lending operations and the delegating of competence in accordance with
the ratings on customers/operations. Only in the case of loans to personal customers is this complemented
by a scoring system on the operations which is used to define credit limits by product, in terms of an
immediate decision (operations with standard risk parameters).

The credit impairment model developed by CGD Group, under IFRS 9, enables impairment losses (i.e.
impairment) to be measured on the basis of borrowers’ creditworthiness and the level of existing collateral, based
on the allocation of credit to the following macro segments:

e Stage 1 - Performing credit, without any signs of a significant deterioration of credit risk;

e Stage 2 - Performing credit, but in which criteria indicating a significant deterioration of credit risk have
been identified. This segment includes operations which have been restructured owing to a customer’s
financial difficulties but which have not activated default criteria;

e Stage 3 — Credit in default.

The risk factors used in the credit impairment model (12 month PD, lifetime PD, LGD, etc...) are revised annually
and backtested with point-in-time adjustments to ensure that they adequately reflect market conditions.

The macroeconomic scenarios supporting the forward-looking aspect of risk factors are updated twice a year by
CGD’s economic research office, taking into account the most recent macroeconomic projections, such as those
published by the IMF and Bank of Portugal, at the close of each half year. The impairment calculation considers
three macroeconomic scenarios (favourable, central and adverse), whose weighting is defined by CGD’s economic
research office.

The credit impairment model continues to be governed by the collective and individual impairment concepts
described below:

e Collective impairment analyses. The expected losses per risk sub-segment are assessed on exposures
which are not considered to be individually significant. They include, inter alia, assets with similar risk
characteristics (credit segment, type of collateral, payments history, ratings and scoring models);

e Individual impairment analyses. An individual assessment is made on customers with exposures
considered to be individually significant. The process involves CGD’s commercial areas, DRC and credit
recovery areas with the risk management area being ultimately responsible for the procedure and final
assessment as a whole.

CGD’s individual analysis methodology takes the following into account:

e Going concern approach (an active company whose liquidation is not foreseeable). The debtor will
continue to generate operating cash flow that may be used to repay debt to all creditors. The collateral
may also be considered to the extent that it does not influence operating cash flow. This is considered to
be the most probable approach;

e Gone concern approach (a company in liquidation or at risk thereof). The collateral is called in and the
entity ceases to generate any operating cash flow.

In the context of the individual impairment assessment of highly exposed customers, the analysis essentially
focuses on the following:

e Compliance with the contractual conditions agreed with CGD group;
e Assessment of the current and prospective economic-financial situation;
e Prospects for the evolution of a customer’s activity;

o Verification of the existence of operations with overdue credit and interest in CGD group and/or the
financial system;

e Adequacy of guarantees and collateral for credit mitigation purposes;
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e Analysis of historical information on a customer’s good conduct in payment terms.

For significant individually assessed exposures in which no objective impairment situations have been identified,
collective impairment is determined in accordance with risk factors on loans with similar characteristics.

At the very beginning of the Covid-19 pandemic, CGD established a governance model based on the creation of
specific committees to identify potential problems arising from the pandemic and define mitigation solutions, in
addition to defining new credit risk control and monitoring processes.

The new processes implemented aimed to identify potential risks of default or a significant worsening of credit risk
supported by prospective analyses considering various macroeconomic scenarios and assessment of the

pandemic’s impacts on different sectors of activity.

As a result of these analyses, a corporate operational plan, with the following objectives, was defined:

i. Identification of customers potentially more vulnerable to the Covid-19 pandemic, in particular as regards
their economic-financial capacity and normal debt servicing capacity;

models have been developed for this purpose;

activity sectors considered more vulnerable;

Specific risk classification models to respond to the pandemic and complement existing rating and scoring
Individual assessments on a highly significant number of customers, including exposures associated with

Redefinition of internal processes, including IT developments, aimed at improving the organisation’s

flexibility to respond to any challenges deriving from the end of legal and sectoral moratoria, across 2021;

bodies.

Limits — to streamline the short term corporate
lending process and promote different parties’ use of
strict, uniform risk criteria, CGD Group has attributed
internal credit limits. In parallel, in order to also improve,
streamline and standardise the risk analysis of these
operations, CGD Group has developed and
implemented a model for defining short term corporate
exposure limits, supported by economic-financial and
sectoral indicators and credit ratings that provide
guidance on the recommended short-term exposure
level to each customer. The model allows the use of the
same set of clear, objective rules for the calculation of
reference limits, which are indicative only. This model is
applied to companies in the SME, small businesses and
large enterprises segments.

Internal limits for the financial institutions segment have
also been approved. The definition of such limits takes
into account an entity’s status in the financial sector vis-
a-vis its peers, rating, VaR and other relevant elements.

Compliance with limits, credit exposures in addition to
counterparty and group risk profiles are subject to the
regular oversight of credit risk analysts.

In the credit risk control and monitoring sphere, the
credit portfolio’s composition and corresponding quality

Creation of a new reporting structure to control and monitor the whole process and report to management

is overseen and analysed. Three monthly reports are
produced for this purpose to include the following; i)
Evolution of credit impairment, provisions for off-
balance sheet exposures and impairment on non-
current properties held for sale. This report evaluates
the migration of stages by portfolio segment; ii) Report
on non-performing exposures allowing the oversight of
the objectives drawn up to reduce this type of exposure
on a CGD group level, enabling objective actions to be
taken to achieve the targets set and iii) Reporting on the
monitoring of credit portfolio quality; including an
assessment of the quality of fresh credit, by rating,
scoring and LTV levels, with oversight of the most
significant exposures, in addition to oversight of specific
KPlIs.

The monitoring of the performance of internally
developed risk classification models is also particularly
important. This follow-up, based on the processing of
information on the use of the referred to models,
provides indications regarding continued adequacy.
The follow-up is undertaken by an independent
modelling area hub in the risk management division
allowing for autonomous guidance on any needs to
revise models and information on how to use them.

Recovery - CGD also has two specialised oversight units in the form of its retail business monitoring division
(DAP) and corporate business monitoring division (DAE):

Oversight of individual customers

Framework

DAP’s activity, in 2020, focused on:

I. oversight of customers with moratoria, both in the implementation phase in March and maturity phase in

September;
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Il. achieving positive results from the implementation of outsourcing processes on the mass recovery of
individual customer debt.

Ill. increased levels of automation based on the expansion of low value-added activities;

IV. improvement, adjustment and development of new Celonis functionalities as a process analysis tool for
the analysis of oversight processes and operational control of end-to-end activity.

Operational data

DAP managed a total portfolio of 164,770 customers at the end of 2020 (71,294 under negotiation and 93,476 in
litigation), comprising an exposure of around €1,767 million, with the following distribution:

GLOBAL EXPOSURE OF DAP PORTFOLIO, LOAN RENEGOTIATION AND PRE-LEGAL/LEGAL
STAGES

Litigation

40%

Distributed across each area, as follows:

e Negotiation (€1,064 million of which €808 million in loans and advances to personal customers and €254
million to companies);

e Litigation (€703 million of which €294 million in loans and advances to personal customers and €409 million
to companies).

The DAP portfolio had overall impairment of around €406 million, representing around 23% of the exposure of its
portfolio customers. Around 47% (€190 million) of such impairment was in the negotiation portfolio and 53% (€216
million) in the litigation portfolio.

As regards performance in 2020, notwithstanding the pandemic and its effects, it was possible to achieve a
reduction of €144 million in NPL (17.7% of the NPL portfolio under management in early 2020).

A total amount of €453 million was recovered in the performing and non-performing loans portfolio in 2020.

Collections (€317 million) continued to be the main form of recovery, accounting for 70% of the amount recovered,
cured credit (€96 million) 21.2% and auctioned credit (€14 million) 3%.

Outlook

In addition to day-to-day portfolio management, 2021 will also see a special focus on the advance identification of
customers who may have financial difficulties in the post-moratorium period, with the corresponding pro-active
presentation of predefined restructuring solutions.

A significant increase in the number of customers in default is, nevertheless, expected. This will entail a reversal of
the decreasing cycle in the number of employees in the division, occurring up to and including 2020.

Oversight of corporate customers

Background

The corporate business monitoring division (DAE) plays a key role in the oversight and recovery of non-performing
exposures in Caixa Geral de Depositos and is responsible for the oversight and recovery of loans to corporates and
their respective corporate groups with an exposure to CGD of more than €1 million, an area in which a proactive
approach has proved to be increasingly necessary. DAE is also responsible for managing CGD’s equity investments
in corporate and real estate recovery funds.
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DAE has the following priority objectives:

To oversee and recover corporate loans (or loans to individual business operatives) and their respective
groups, with liabilities of more than €1 million to CGD as well as loans made by CLF to its portfolio
customers;

Deleveraging operations on large exposures and sectors of activity considered to be at risk;

Close oversight of customers, seeking to prevent situations of potential non-compliance, whenever justified
by early warning signs;

To ensure the analysis and design of alternative out-of-court recovery solutions, through negotiation,
including oversight of the activity/management of a company and/or corporate group;

To implement CGD’s preferred solutions designed to achieve deleverage, increase collateral and,
whenever possible, out-of-court recovery of loans, while, at the same time, seeking to help the respective
companies regain a sound footing;

To promote articulation with other Caixa divisions, incentivising flexibility in the treatment of processes, in
order to expedite the implementation of a solution for each case;

To liaise and collaborate with CaixaBl in deleveraging operations on its customers;

Whenever a negotiated solution cannot be achieved, to arrange for the corresponding judicial procedure
on companies under its management, in order to maximise the amounts recovered by CGD/CLF, through
the judicial process.

To oversee CGD’s equity stakes in corporate and real estate recovery funds.

DAE’s structure was reformulated in 2020 in order to ensure the implementation of the outlined strategy and now
comprises two regions:

Corporate recovery commercial region |: comprising two corporate negotiation offices, one in Lisbon and
one in Porto, and a business litigation office (with resources in Lisbon and Porto);

Corporate recovery commercial region Il: comprising three corporate negotiation offices, two in Lisbon
(one of which has a dedicated recovery funds oversight manager) and one in Porto. This region also
incorporates a liaison office with CaixaBl, with a dedicated CaixaBl liaison officer for customers whose
recovery management functions were transferred to it, with operational support continuing to be provided
by DAE.

The division also has:

An operational support area, comprising two units — north and south - which operationalise current
customer portfolio management and provides assistance on the formalisation and implementation of the
solutions found, interacting with the Operative Department;

A management support area, comprising 2 separate areas:

- Process screening, analysis and consultancy, aimed at ensuring control of processes at their time
of reception, auditing their respective documentary support and computer records in addition to
providing assistance to processes involving portfolio credit disposals. This area is also
responsible for producing reports on CLF’s litigation and debt management areas;

- A management information and market solutions area, which monitors the division’s performance,
centralises the production of all types of management report (internal for management,
supervision and other structural bodies) ensuring the implementation of several loan recovery
solutions, namely disposals. It is also responsible for liaising with CGD’s other structural bodies
and provides the division with all necessary technical support.

DAE continued to pursue its mission and scope, in 2020, based on alternative solutions already tested and
implemented since 2017, such as the disposal of portfolio loans and individual credit, with a view to speeding up
the deleveraging process. Accordingly, following the sale of the Andorra (2017), Atlantic and Artic (2018), Neptune
and Jupiter (2019) portfolios, the title deed for the remainder of the Neptune portfolio was formulated and an
additional 8 separate loans were sold (single tickets).
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The closure of the subsidiary in Spain was followed by phase Il of the migration to CGD in February 2020, with the
transfer of 34 customers to DAE oversight, in addition to the 10 customer migrations in phase | in November 2019.
Currently, 42 customers are being overseen by DAE, following the liquidation of the performing loans of 2
customers. The current exposure is €313 million.

Management data

DAE oversaw a credit portfolio of around €3.8 billion in December 2020, of which €1.6 billion was being managed
by the negotiation area, €0.7 billion under the management of the litigation area and €1.5 billion in CaixaBl, with the
following distribution:

DAE’S CREDIT PORTFOLIO
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ECGD Write-offs ~ mCGD Group Companies Off-Balance Sheet

Credit under DAE management include around €2.4 billion of write-offs, albeit still with a view to their recovery.

The volume of credit under management is spread over a total of 651 dossiers, of which 506 are NPE. Customer
distribution is as follows: 301 dossiers in the negotiation area, 334 in the litigation office and 16 dossiers with
CaixaBl.

The risk dispersion trend by sectors of activity, already observed in previous years, continued across all sectors,
with the exception of the construction and industry sectors in which a reduction was recorded.

EXPOSURE BY SECTOR
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Real Estate Hospitality
10% 3%

Activity in 2020

The year 2020, as in the previous year, consolidated the stabilisation of the governance model defined under the
transversal structuring project of credit oversight and recovery in CGD and the initiatives defined for this purpose,
including the management and oversight of CLF’s specialised credit (included since 2nd half 2018), as far as the
DAE segment is concerned (liabilities of more than €1 million).

Thirty four customers were taken under DAE’s wing in 2020 in the sphere of the closure of CGD’s branch in Spain.
The total amount of migrated credit was €326 million, €64 million of which performing credit, corresponding to 9
customers, €16 million in non-performing credit corresponding to 8 customers and €246 million in write-offs,
corresponding to 27 customers. Twenty two of the migrated customers for the amount of €224 million are in a
situation of insolvency.

91



Following the disposals of the corporate loan portfolios, in past years, the 3rd Neptune Portfolio title deed was
formalised, in addition to 8 cases of individual disposals. In this context, the same modus operandi was pursued
with the sale of non-performing corporate loans a part of which in negotiated recovery processes, with others already
in litigation.

Pursuant to the permanent furtherance of the CGD’s strategic plan, DAE, in 2020, continued to focus on reducing
NPL, having succeeded in deleveraging €164 million in NPL, based on loan disposals, receipt of collateral, cash
recoveries (redemptions and liquidations), cured credit and write-offs. In 2020, DAE deleveraged €225 million in
NPE of which €35 million based on the cancellation or reduction of bank guarantees.

In parallel, DAE also succeeded in recovering around €49 million in loans under its management, previously written
off (accumulated at December 2020).

The litigation office oversaw and controlled 522 court cases, relating to 307 customers, in 2020, with the following
distribution:

COURT CASES BY TYPE

PER Other
3% 9%
Own execution
28%
Insolvency

48%

Tax enforcement
4%

Third parties executions

8%

In addition to its oversight of exclusive litigation proceedings, DAE’s litigation office also provides assistance in the
negotiations areas in their relationship with the courts, as regards PER (“special revitalisation process”) customers,
or recoveries from insolvency.

Market risk

Market risk translates into potential negative impacts on profit or loss or an institution’s capital, deriving from
unfavourable prices movements of portfolio assets, creating uncertainty over price fluctuations and market rates
such as the prices of shares and indices or interest rate or foreign exchange rates, or even commodity prices and
on the behaviour of the correlations between assets and risk factors. Market risk exists on instruments such as
shares, funds, bonds, spot and forward foreign currency operations, interest rate, foreign exchange,
shares/indices/baskets, commodities and credit derivatives. Exposure to this type of risk is therefore across-the-
board to various categories such as price, interest rate, credit spreads, exchange rates, volatility and commodity
risk. The market risk measurement and monitoring perimeter includes operations involving equity risk, with
management partitions by geographic unit or portfolio. Market risk management aims to assess unrealised losses
and endeavours to optimise the relationship between accepted loss levels and expected benefits.

The front office in which the financial market division operates is responsible for day-to-day market risk management
and the respective performance of market operations. There is complete separation between functions involving
the execution of market operations and respective risk control, with the risk management division being responsible
for measuring, monitoring, controlling, analysing and daily market risk reporting, as well as verifying compliance
with the respective limits. The reliability of prices and rates, as one of the main guarantors of the quality of the
measures and metrics obtained, is also ensured on a daily basis. The second main aspect of change, involving the
rotation of positions, is also monitored daily, to identify any possible operational events or changes of portfolio or
risk profiles.

Limits

The practice of defining and monitoring diverse types of limits is extremely important in mitigating market risk. These
global limits are submitted to the ALCO committee by the risk management division for discussion and approval.
The management rules on each portfolio or business unit, defined for CGD group, include defensive limits on future
potential losses in addition to limits to freeze effective losses. Market risk limits are therefore established by VaR
metrics, stress tests and sensitivity indicators as well as limits regarding the type of authorised instruments,
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exposure or concentration limits, in addition to the definition of stop warnings, loss triggers or stop losses. This
practice aims to preventatively classify market risk exposure in the sphere of the risk appetite framework.

Market risk and acceptable loss limits are measured, controlled and reported at least once a day. The operating
procedures, when limits are exceeded, are perfectly explicit.

Specific management rules are also applied to group entities’ foreign exchange risk position with the definition of
goalposts for the net open position, open position by currency and VaR consumption limits.

Methodology

Value at Risk (VaR) is a measure of the loss of potential
future value that, in normal market conditions, will be the
upper limit assuming a certain level of confidence and a
specific investment timeframe. The market risk
management area has, since 2002, used the VaR
measure to monitor the Group’s market risk based on
this measure and, in several cases, complemented by
sensitivity limits on changes in risk factors - basis point
value (bpv) and duration for interest rates and other
sensitivity indicators usually applied to options portfolios
(commonly referred to as Greeks). VaR is assessed for
all types of market risk (interest rates, shares, exchange
rates and volatility), using the historic simulation
method, whose confidence levels and investment
timeframes are contingent upon the objectives for
holding the portfolios. No statistical distribution is
therefore assumed in this measurement, in which past
returns are considered for each risk factor with the
application of a complete revaluation of the portfolio.

Two complementary market risk metrics continued to be
applied in 2020: Expected Shortfall (ES) which aims to
quantify the potential loss of value in adverse market
conditions and Three Worst (3W) that aims to quantify
potential portfolio losses in extreme conditions,
corresponding to readings on the losses side of the
empirical theoretical P&L distribution.

The market risk metrics are complemented by
assessments of the impact of the valuations of assets
and derivatives in the event of the occurrence of
extreme scenarios involving fluctuations of risk factors
(i.e. stress tests).

Market risk metrics permit a homogenous application
considering the effects of the correlation between the
various risk factors based on a complete revaluation of
the portfolio.

Market risk management calculates and monitors such
measures on a daily basis, having designed a
comprehensive VaR report structure, expected
shortfalls, three worst scenarios, sensitivity analyses,
the results of internal stress tests, profitability indicators
and their respective inclusion in the limits defined for
each monitoring perimeter, covering all Group entities
with market risk exposure in their balance sheet trading,
banking portfolios and currency portfolios.

Foreign exchange risk is individually controlled and
assessed on a daily level in the case of domestic activity
and for each of the branches and subsidiaries and
monthly on a consolidated level for the Group as a
whole.

The VaR model is continuously put to the test, either
through its day-to-day use or theoretical daily
backtesting exercises, as well as the real monthly
assessment of backtesting values on most
management perimeters.

The number of exceptions obtained, i.e. the number of
times theoretical or clean losses exceed the VaR value,
in addition to the conditional and unconditional hedge
tests, allow the assessment of the model’s effectiveness
and introduction of the possible need for any weighting
adjustments.

The following are the minimum, mean and maximum VaR values in 2020 for the most relevant perimeters:
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There was a decrease of market risk in the prudential trading portfolio across the year with an average value of €7
million. As regards managed portfolios risk, market risk on the investment portfolios of CGD headquarters and
CaixaBl increased as a result of the introduction of a period of significant market volatility in the historical sample
used to calculate VaR (March - April 2020). This period saw an increase in market volatility deriving from the
uncertainty surrounding the Covid-19 pandemic. Market risk in the remaining portfolios was either stable or slightly
down over 2019.

Pension fund risk

The Group continues to operate defined benefit pension schemes for its former and active employees. The ability
to meet its pension plan liabilities derives from the assets portfolio and the contribution of fund members. Pension
fund risk arises from possible market value deterioration of the pension fund's assets, the deterioration of the return
on investments, and from the increase of the estimated value of pension liabilities.

The group monitors the risks on its defined benefit pension plans and endeavours to make up for any deficits and
resolve any deficiencies. Participants have the option of making additional contributions to the pension fund.

The main defined benefits scheme was closed to new beneficiaries in 2012.

Methodology

Assessments of defined benefits schemes are adversely affected by an extended fall in liabilities discount rates
owing to a persistent downturn of interest/spreads on credit and the variation of an internal reference curve for the
discount rate on the fund’s liabilities is therefore regularly monitored.

The asset values of pension funds and level of coverage of present liabilities are also monitored.

Balance sheet interest rate risk

Balance sheet interest rate risk is the risk incurred by a financial institution whenever, during the course of its activity,
it contracts for operations whose financial flows are sensitive to interest rate changes or the risk of the occurrence
of a change in the associated interest rate, mismatches of rate re-fixing maturities between assets and liabilities,
with a decrease in yield or increase in financial cost.

Methodology

The methodology used by CGD to measure this type of risk comprises an accounting (or short term) and economic
(or long term) perspective and uses both simplified interest rate gap models (aggregating all assets and liabilities
sensitive to change, into residual interest rate bands, to obtain the corresponding mismatches) and effective
duration (estimate of the percentage change in the price of the financial instruments for a change in interest rates
of 100 bps) and robust simulation technique models including earnings at risk metrics (impact of adverse interest
rate changes on the interest margin) and the economic value of equity at risk (impact of adverse interest rate
changes on the economic value of equity).

Balance Sheet Interest Rate Risk

SAS ALM (software)

Interest Rate Risk on Balance Sheet

Management information

Interest Rate Gap
Duration Gap
Capital Economic Value
Sensitivity Analysis
Net Interest Income (Earnings at Risk)
Capital Economic Value (Economic Value at Risk)

Prudential information
Short Term Exercise - Interest Rate Risk on the Banking Book

The management and control of balance sheet and banking portfolio interest rate risk are based on a set of
guidelines that include a definition of limits for variables considered to be significant on a level of exposure to this
type of risk. The objective of compliance with these guidelines is to ensure that CGD, at any point of time, is able
to manage the return/risk trade-off in terms of balance sheet management and that it is simultaneously in a position
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to define the most adequate exposure level and control the results of the different risk policies and positions
assumed.

The information on which balance sheet and banking portfolio interest rate risk is measured and monitored is
considered monthly at ALCO and executive committee meetings.

The following table sets out the interest rate gap (repricing gap) of CGD group’s balance sheet at the end of 2020:

INTEREST RATE GAP, AT 31 DECEMBER 2020 *

Total assets 15,289 9,972 15,564 14,767 9,689 3,654 14,009
Total liabilities + capital 21,284 963 5,365 4,025 17,019 15,685 14,122
Total interest rate swaps -71 342 -137 490 154 -171 -570
Gap for period -6,067 9,351 10,061 11,232 -7,177 -12,202 -682
Accumulated gap -6,067 3,285 13,346 24,578 17,401 5,199 4,517

* Perimeter: prudential banking

The size of the exposure to interest rate risk in December 2020 continues to comply with the respective risk appetite
level set out in CGD group’s risk appetite statement, which ensures a controlled level of interest rate risk in line with
its focus on retail/commercial banking. The 12 month cumulative repricing gap metric of €17,401 million is indicative
of net interest income’s levels of sensitivity to adverse changes in interest rates in line with the group’s risk appetite.

In the context of the regulatory undertakings on interest rate reporting, the European Central Bank’s supervisory
model, in the framework of the SSM (single supervisory mechanism) also continued to include quarterly short term
data collection exercises to provide the supervisor with complementary information for the supervisory review and
evaluation process. The supervisor’s requirements for banking portfolio interest rate risk include: i) a breakdown of
assets, liabilities and off-balance sheet items into residual interest rate review periods and ii) sensitivity analyses
on interest margins and the economic value of equity to parallel shocks of +/-200 bps on interest rates in addition
to non-parallel shocks.

Liquidity risk

Liquidity risk involves the possibility of the occurrence of a gap or mismatch between monetary payments and
receipts flows, generating an incapacity to meet undertakings, i.e. in this kind of situation an institution’s reserves
and cash equivalents are insufficient to honour its commitments at the time of the maturity thereof.

Liquidity risk in terms of banking business can occur in the event of:

¢ Difficulties in resource-taking to finance assets, normally leading to higher costs in securing such finance
but which may also imply a restriction on asset growth;

o Difficulties in promptly meeting obligations to third parties caused by significant mismatches between
periods to maturity on assets and liabilities.

Methodology

The origin of liquidity risk management in CGD lies in an analysis of the periods to maturity of different balance
sheet assets and liabilities. The volumes of cash inflows and outflows are set out in time bands on the basis of their
residual period of occurrence with the respective liquidity gaps thereafter being calculated both for the period and
on an accumulated basis.
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Balance Sheet Liquidity Risk

SAS ALM (software)

Balance Sheet Liquidity Risk

Management information
Liquidity Gaps
Liquidity Stress Testing
Net Assets Buffer - Diversification
Guarantee Management and Asset Encumbrance

Prudential information
Liquidity Coverage Ratio (LCR)
Net Stable Funding Ratio (NSFR)
Liquidity Risk Monotoring Tool
Additional Liquidity Monotoring Metrics
Short Term Exercise — Liquidity
Downgrade Exercise of the Portuguese Sovereign
Internal Liquidity Adequacy Assessment Process (ILAAP)
Liquidity Exercise — Crisis Management

The structural liquidity concept is used for the analysis and definition of exposure limits, aiming to incorporate the
past performance of depositors in terms of the management of their sight, term and savings accounts, whose
balances are distributed among the different time bands considered in accordance with in-house studies and
models.

Liquidity gaps are calculated monthly and must comply with two short term exposure limits defined by the ALCO
committee and as part of CGD’s liquidity contingency plan.

CGD group'’s structural liquidity gaps, at the end of 2020, were as follows:

LIQUIDITY GAP AT 31 DECEMBER 2020 *

NS ) ) e e e ey S

Total assets 29,105 2,877 3,317 9,662 6,699 11,426 18,355
Total liabilities + capital 4,402 2,335 2,164 4,095 9,600 4,794 6,025 45,050
Total swaps -15 -7 -7 -1 -4 24 0 0
Gap for period 24,719 -2,326 721 =777 66 1,881 5,401 -26,695
Accumulated gap 24,719 22,393 23,114 22,336 22,402 24,283 29,684 2,990

* Perimeter: prudential banking

The 1 and 12 month accumulated structural liquidity gaps in December 2020 for the amounts of €24,719 million
and €22,336 million, respectively, translate into liquidity ratios for the respective maturities which show CGD’s
comfortable liquidity position, based on the assumptions underpinning the distribution of customers' sight deposits
and savings over their residual periods to maturity. These ratios are part of Caixa’s liquidity contingency plan. The
liquidity metrics and internally developed plan to provide for aggravated liquidity stress situations are fully linked.

The management of liquidity risk also incorporates stress tests in articulation with the existing liquidity contingency
plan in conformity with the principles and recommendations announced by the BCBS (Basel Committee on Banking
Supervision) and CEBS (Committee of European Banking Supervisors), currently EBA (European Banking
Authority).

The internally developed methodology for assessing CGD’s resilience to eventual liquidity difficulties encompasses
the measuring and monitoring of the "survival period" (time remaining prior to the occurrence of liquidity difficulties
if corrective measures have not yet been implemented), based on three stress scenarios on a level of funding
markets. A fourth “base” scenario is also considered, on the assumption that CGD’S activity will be performed in
line with its budget and consequent funding plan.

The current model also includes a set of minimum values for survival periods to be complied with in each of the
referred to scenarios. Non-compliance with any of the existing limits presupposes the implementation of the
contingency measures provided for in CGD’s liquidity contingency plan, in accordance with the priority levels on the
use of the different financing instruments therein defined.
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In 2020, Caixa maintained the set of mechanisms and metrics for measuring and monitoring liquidity risk to ensure
the strength of the group’s framework in terms of risk assessment.

In the context of regulatory risk reporting commitments, 2020 continued to be characterised by particularly
demanding reporting requirements. The ECB’s liquidity "radar" maintained the different levels of scrutiny and
complexity used in 2019, as shown below:

e Liquidity risk monitoring tool (quarterly) - a level of Portuguese-related assets and the
methodology for the monitoring of liquidity risk rating on CGD and the debt instruments issued
developed by the ECB, which includes the by any CGD Group entity following the
calculation of: i) liquidity ratios, ii) survival respective 1 notch downgrade of its credit rating
periods and iii) liquidity gaps; by the four rating agencies accepted by the

ECB;

e Additional liquidity monitoring metrics (monthly) ’

- a set of additional liquidity monitoring o Internal liquidity adequacy assessment process
measures in accordance with sub-paragraph b) (annual) - a self-assessment exercise on the
of number 3 of article 415 of regulation (EU) adequacy of credit institutions’ liquidity levels
575/2013, that includes quantitative data on: i) that, in compliance with article 86 of directive
concentration of funding by counterparty and 2013/36/EU, should have robust strategies,
type of product, ii) funding cost, iii) renewal of policies, processes and information systems for:
funding and iv) concentration of i) the identification, measurement, management
counterbalancing capacity (net assets) by and monitoring of liquidity risk across
issuing entity/counterparty; appropriate timeframes and ii) the management

and monitoring of funding positions in order to

e Short term exercises (quarterly) - a short term guarantee adequate liquidity buffer levels and
data collection exercise to provide essential an adequate funding structure;
information for the ECB’s supervisory review
and evaluation process that, on liquidity issues, e Liquidity exercise (annual) - a daily monitoring
includes information on the NSFR (net stable model developed by the ECB for temporary use
funding ratio) prudential ratio: in real crisis situations focusing on the most

relevant liquidity data in such situations: (i)

e Downgrade exercise of the Portuguese variations in the stock of customer deposits,
sovereign (annual) - an ECB monitoring wholesale financing, financing obtained from the
exercise on the impacts of the total loss of ECB and liquid assets, (i) the ten main
eligibility of Portuguese public debt instruments counterparties for customer deposits and repo
in the following areas: i) the collateral available operations, and (iii) the ten main intra-group
for Eurosystem funding and ii) funding outflows financing transactions.

in addition to the additional contagion effects on

In addition to the supervisor’s proximity oversight of the banks' liquidity situation, the liquidity coverage ratio (LCR),
as the minimum liquidity standard within the CRR/CRD IV regulatory framework entered its fifth full year in 2020.

CGD Group had a comfortable LCR of 449% at 31.12.2020, significantly higher than the minimum requirements (a
ratio of more than 100%), confirming its excellent liquidity position.

The Group’s excellent liquidity position has also been confirmed by a comfortable NSFR of 173% at 31.12.2020.
The standard which aims to promote the existence of a sustainable maturities structure between assets, liabilities
and off-balance sheet items, with a particular focus on preventing the excessive use of short-term wholesale
funding, will enter into force on 1 June 2021, with a minimum requirement of 100%.

Across 2020, CGD, as usual, pursued a resource-taking policy designed to ensure a sustainable funding structure
for its activity, based on the liquidity and residual period to maturity characteristics of its assets and off-balance
sheet exposures.

Operational risk

Operational risk comprises the risk of negative impacts on results or capital deriving from failures of analysis, the
processing or settlement of operations, internal and external fraud, use of subcontracted resources, internal
processes involving ineffective decisions, insufficient or inadequate human resources and situations of the
inoperability of infrastructures.

This risk is transversal to the various processes developed and is minimised through the implementation of
adequate control and mitigation procedures.
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In terms of the calculation of own funds requirements to cover operational risk, CGD group has adopted the standard
method on a consolidated basis, which is also used on a separate basis by Caixa Geral de Depositos and Caixa
Banco de Investimento.

The application of the standard method at 31.12.2020 and on a consolidated basis, resulted in an operational risk
capital requirement of €280 million.

Methodology

Operational risk management in CGD Group is based on an end-to-end vision, on a collection of guidelines,
principles and regulations recognised as good practice on a national and international level.

This methodology, incorporating a series of components, has been implemented in CGD and its respective
branches and subsidiaries, in line with a corporate approach:

e Definition and oversight of risk appetite limits; e Definition and oversight of key risk indicators;

¢ Identification of operational risks based on the e Promotion of training programmes and
scheduling of processes, risks and controls, disclosure of information based on an internal
analysis of new products and services and the reporting system which includes regular
oversight of subcontracted activities; meetings and the disclosure of reports for

_ ) _ _ diverse Group structures;
e Decentralised collection of operational risk

events, losses and recoveries, strengthened on o Identification, definition and implementation of
the basis of control procedures; action plans as a corollary to the remaining

methodological components.
e Self-assessment of potential operational risks

and respective controls;

On an organisational level, CGD’s operational risk management is performed by different structures/functions with
specific responsibilities in terms of this process which is coordinated by the risk management division’s operational
risk area.

This area also includes a structure dedicated to business continuity management, responsible for ensuring the
management, maintenance and implementation of the respective initiatives.

Based on its consolidation stage, CGD’s business continuity management system (SGCN), was certified in January
2019, to the international 1SO 22301:2012 Business Continuity Management System standard. This certification
has already been renewed twice, once at the end of 2019 and in 2020, following an audit by the specialised British
Standards Institution (BSI).

The renewal of this certification enabled CGD to confirm that its business continuity principles and good practice
have been guaranteed and implemented, thus continuing to be resilient and ready to respond to potential threats
to its business.

In group terms, CGD continues to oversee and develop the Bank of Portugal’s good practice support/performance
projects (circular 75/2010) with CGD entities abroad, having concentrated, this year, on remote support to the
respective entities and reporting thereon to the regulator.

This year, in response to the crisis caused by the Covid-19 pandemic, the procedures regarding the protection of
the health and safety of its customers, employees and suppliers as defined in the business continuity and
contingency plans have been implemented through the adoption of measures and procedures helping to minimise
the spread of infection and thereby contributing to reducing its impact on people, bank, the economy and society.

In this context, and in accordance with the guidelines of the leading health institutions, the Portuguese Directorate-
General for Health (DGS) and World Health Organisation (WHO), CGD implemented a contingency plan applicable
to all group companies. The objective was to establish and describe the internal procedures to be adopted by CGD
and group companies, to prevent, minimise and manage the risks of infection and spread of the disease among
employees in order to ensure the continuity of the functioning of the various services, business processes and
relationships with customers and other institutions.

In addition, since the start of the pandemic, a set of operational and business information has been provided for
regular reporting to the supervisors.
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Non-financial risks

Non-financial risks in CGD group include four risks under its management: strategy and business, model,
information technologies (IT) and reputational. Such risks consist of the likelihood of the occurrence of negative
impacts on profit or loss or capital depending on the risk category, namely:

e Strategy and business risk: losses deriving from macroeconomic, geopolitical, business model,
investment, equity investments in banks and non-banking entities and climate change;

e IT risk: losses deriving from the risk of change, data integrity, IT system failures, access risk and the

delivery risk of IT systems;

e Model risk: losses caused by inadequately applied models/algorithms used to define prices or facilitate
decisions on transactions or other business decisions;

e Reputational risk: losses originating from a negative perception of CGD’s public image (banking activity,
bancassurance, asset management and protection of confidential data risk).

The main objective for the control and management of non-financial risks (other than those for which the
specialised operational risk centre is responsible) is to identify, assess, measure, oversee, mitigate and report
such risks, in which the identification and mitigation of risk sources is a priority for CGD regardless of whether

they have given rise to actual losses.

Methodology

The supervision and control of non-financial risks is the
responsibility of the governing bodies. The board of
directors and the executive committee shall, in their
management, include aspects relevant to the control
and mitigation of non-financial risks on a periodic basis.

The non-financial risk governance model is established
in conformity with CGD group’s risk appetite statement
and aims to adequately control all activities and
processes in order to limit losses on non-financial risks,
keeping them within the tolerance levels defined by
CGD'’s board of directors, in addition to mitigating other
relevant negative impacts, such as the level of
achievement of strategic objectives, reputation or
compliance with regulatory requirements.

One of the main elements of this methodology is CGD
group’s risk classification, which provides a single and
common language for the three lines of defence, within
a framework of coordinated intervention between them
and establishing a basis upon which CGD group can
create an integrated approach to the management of
all of its non-financial risks. According to the lines of
defence model, the first line of defence consists of
CGD’s business and support areas and is responsible
for identifying, assessing, mitigating, monitoring and
reporting the risks identified in their respective spheres
of activity. The second line of defence is responsible for
ensuring the adequate development and
implementation of a robust risk management and
control model across CGD as a whole, independently,
and the third line of defence comprises internal audit
whose main objective is to identify any shortcomings or
deficiencies which should be addressed by actions
leading to their elimination or mitigation.

Although the maturity of the practices and the
experience of the different types of non-financial risks
differ widely, the non-financial risk management model
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incorporates an across-the-board set of components,
such as:

Promoting and supporting the development and
continuous evolution of the non-financial risk
management process and overseeing and
assessing the defined strategies, policies and
methodologies;

Identifying the non-financial risks inherent to all
of CGD’s activities, products, processes and
systems in addition to defining and monitoring
its mitigation plans;

Promoting the disclosure of information on non-
financial risks to be duly taken into account in
decisions made by the competent management
bodies;

Defining non-financial risk indicators and their

risk appetite limits and monitoring their
evolution;
e |dentifying non-financial risks through the

analysis of new products and services and
oversight of sub-contracted activities;

Producing independent opinions to support
decision-making processes and the first lines of
defence in identifying non-financial risks;

Promoting training and programmes for the
disclosure of information, incentivising the
involvement of all employees;

Reporting the findings of non-financial risk
assessment tools, ensuring their quality and
timeliness;

Regularly participating in first lines of defence
committees.



The incorporation of non-financial risks into the maximise synergies between areas and permit
operational risk management tool used by the first lines  alignment of the identified events with the respective
of defence and their respective control areas to  action plans and deadlines is currently in progress.

Objectives for 2021

In line with the recent past, the year 2021 is likely to continue to be particularly challenging for risk management
areas. In this context, the following set of activities are considered to be the main objectives for 2021

e Completion of the implementation of the strategic plan for CGD’s risk management function, supervisory
requests and recommendations, in addition to data quality and governance and process automation
solutions;

e Implementation of the EU-wide stress test exercise 2021, postponed by the EBA in 2020 following the
pandemic, to enable banks to focus and ensure the continuity of their core operations, including support
to their customers;

e Implementation of guidelines and recommendations related to the granting and monitoring of credit, and
respective internal governance mechanisms, as recommended by the European Banking Authority
(EBA/GL/2020/06) which shall enter into force on 30 June 2021;

e Completion of the implementation of the operational plan for managing distress debtors, in line with the
expectations of the European Central Bank;

e Continuation of the review of processes and information flows for the purpose of expanding automation,
promoting efficiency and mitigating operational risks;

e Implementation of automation mechanisms to consolidate the appropriate oversight/monitoring of the
evolution of risks, particularly credit risk;

e Implementation of a new market risk system;

e Adoption of the standard approach for calculating own funds requirements for market risk advocated by
the "Fundamental Review of the Trading Book";

e Finalisation of preparations for the adoption of the standard approach to the calculation of own funds
requirements for counterparty credit risk and ensuring compliance with a series of regulatory changes to
the calculation of capital requirements as provided for in EU regulation 876/2019;

e Completion of the technological implementation of a corporate solution for the management of economic
groups and related customer groups;

e Continued strengthening of the group’s risk management culture, promoting face-to-face and digital
proximity, in addition to harmonising practices and concepts.

While emphasising the unequivocal challenges inherent to the extraordinary nature of the Covid-19 pandemic
and consequent risk management requirements, they must be met in a context of continuity, without any material
deviation from the desired path.
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1.6. Subsequent Events

Governance model

The Government model in force at Caixa Geral de Depdsitos, S.A., in the 2017-2020 term comprises the Board of
Directors, the Supervisory Board and the Statutory Auditors Society. By a Unanimous Written Resolution of January
25, 2021 of CGD's sole shareholder, the adoption of a new governance model was approved, with the consequent
amendment of the Company's Atrticles of Association, which deserved the agreement of the European Central Bank.
In this model, the Supervisory Board is extinguished and an Audit Committee is created, integrated in the Board of
Directors, and will be implemented with the appointment of the new management body for the 2021-2024 term. The
audit committee is made up of members of the Board of Directors who do not have executive functions.

Closure of the 2017-2020 strategic plan monitoring process by DG Comp

On April 20, 2021, CGD received a communication from the Directorate-General for Competition of the European
Commission (DG Comp) informing it of the closure of the 2017-2020 strategic plan monitoring process agreed
between the Portuguese state and the European Commission and formally approved on March 10, 2017, allowing
the successful completion of the implementation of the commitments entered into and, in particular, confirmation of
compliance with the private investor test in the framework of CGD’s recapitalisation in 2017.

This accordingly completes a long monitoring period on CGD’s activity by DG Comp, initiated in June 2012 with
CGD’s issuance of and the state’s subscription for contingent convertible bonds (CoCo) and consequent state aid
process that gave rise to the 2013-2017 restructuring plan, and latterly, the recapitalisation process carried out in
2017 and corresponding 2017-2020 strategic plan.

Reduction of non-performing assets

Furthering the strategy of reducing the non-performing assets in its respective balance sheet, with the aim of
maximising their value, CGD, up until the date of issuance of these financial statements, continued to further a
series of actions leading to the disposal or recovery of certain financial and non-financial assets, recognised in
investment property, non-current assets held-for-sale and financial assets at fair value through profit or loss upon
which it had recognised losses in past years owing to impairment or negative fair value adjustments.

Such events were generally considered as non-adjustable and their completion subject to constraints, as the
respective promissory purchase and sale agreements had not yet been signed, owing to a requirement for
administrative approvals or the need to await further analyses or decisions. Considering the level of uncertainty
surrounding the events in question, it is not possible, on this date, to estimate their overall impact on profit and loss
and in the balance sheet, although it is considered that all such operations, if completed could, on an aggregate
basis, represent profit before tax of up to around €57,000 thousand, based on the values of such assets as set out
in CGD’s financial statements with reference to December 31, 2020.
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1.7. Proposal for the appropriation of net income

As a consequence of the exceptional situation deriving from the Covid-19 pandemic and particularly owing to the
uncertainty over its impacts on the evolution of the eurozone economy, on 15 December last the European Central
Bank reviewed its recommendation on the payment of dividends (recommendation ECB/2020/62), urging prudence
in the proposal for 2020, similarly to what has already been verified for the 2019 period.

In this context, CGD's board of directors decided to propose to the shareholders’ meeting the distribution of
dividends for the year 2020 corresponding to 0.20% of the CET 1 (Core Equity Tier 1) ratio, since this is the active
restriction resulting from the above-mentioned recommendation.

Thus, under article 66, no, 5 of sub-paragraph f) and article 376 of the commercial companies code and article 33
of the articles of association of Caixa Geral de Depositos, it is proposed that net income of €406,538,902 for the
year as set out in the financial statements of Caixa Geral de Depdésitos, S.A., should be appropriated as follows:

e €81,307,780 for the legal reserve;
e €83,638,807 for dividends;

o €241,592,315 for the “Other reserves and retained earnings” balance sheet account.
Lisbon, 22 April 2021

Board of Directors
Chairman
Emilio Rui da Veiga Peixoto Vilar
Deputy Chairman
Paulo José de Ribeiro Moita de Macedo
Members
Francisco Ravara Cary
Jodo Paulo Tudela Martins
José Antonio da Silva de Brito
José Jodo Guilherme
Maria Jodo Borges Carioca Rodrigues
Nuno Alexandre de Carvalho Martins
Carlos Antonio Torroaes Albuquerque
Ana Maria Machado Fernandes
José Maria Monteiro de Azevedo Rodrigues
Hans-Helmut Kotz
Mary Jane Antenen
Altina de Fatima Sebastian Gonzalez Villamarin
Nuno Filipe Abrantes Leal da Cunha Rodrigues

Arlindo Manuel Limede de Oliveira
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1.8. Declaration on the Conformity of the Financial
Information Presented

Under the terms of sub-paragraph c) of no. 1 of article 245 of the Securities Market Code, we declare that the
financial statements for 2020 and other accounting documents have, to the best of our knowledge been produced
in conformity with the applicable accounting standards and provide a true and appropriate image of the assets and
liabilities, financial situation and results of Caixa Geral de Depdésitos, SA and the companies included in its
consolidation perimeter and that the Board of directors’ report gives an accurate account of its business evolution
and the performance and position of the referred to entities and contains a description of the principal risks and
uncertainties they face.

Lisbon, 22 April 2021

Board of Directors
Chairman
Emilio Rui da Veiga Peixoto Vilar
Deputy Chairman
Paulo José de Ribeiro Moita de Macedo
Members
Francisco Ravara Cary
Jodo Paulo Tudela Martins
José Anténio da Silva de Brito
José Jodo Guilherme
Maria Jodo Borges Carioca Rodrigues
Nuno Alexandre de Carvalho Martins
Carlos Antonio Torroaes Albuquerque
Ana Maria Machado Fernandes
José Maria Monteiro de Azevedo Rodrigues
Hans-Helmut Kotz
Mary Jane Antenen
Altina de Fatima Sebastian Gonzalez Villamarin
Nuno Filipe Abrantes Leal da Cunha Rodrigues

Arlindo Manuel Limede de Oliveira
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CAIXA GERAL DE DEPOSITOS, SA

INCOME STATEMENT (SEPARATE)

Interest and similar income
Interest and similar expenses
Income from equity instruments
NET INTEREST INCOME
Income from services and commissions
Costs of services and commissions
Results from financial operations
Other operating income
TOTAL OPERATING INCOME
Employee costs
Other administrative costs
Depreciation and amortisation
Provisions net of reversals
Loan impairment, net of reversals and recoveries
Other assets impairment, net of reversals and recoveries
INCOME BEFORE TAX
Income tax

NET INCOME FOR THE PERIOD

Average number of ordinary shares outstanding

Earnings per share (in Euros)

1,070,069,888
(365,810,912)
91,528,805
795,787,781
509,309,764
(88,751,800)
22,757,912
34,696,360
1,273,800,017
(363,924,320)
(192,058,958)
(74,848,334)
91,630,319
(154,536,336)
(30,146,191)
549,916,197
(143,377,296)
406,538,901

768,828,747
0.53

restatement

31/12/2020 31/12/2019

1,326,278,192
(565,176,739)
75,335,015
836,436,468
519,412,332
(99,830,186)
66,395,882
130,922,469
1,453,336,965
(436,604,809)
(216,307,904)
(70,484,610)
23,526,514
130,408,662
154,244,507
1,038,119,325
(276,106,199)
762,013,126

768,828,747
0.99

Chairman
Emilio Rui da Veiga Peixoto Vilar

Certified Public Accountant
Andreia Julia Meneses Alves

Deputy Chairman
Paulo José Ribeiro Moita de Macedo

Members
Francisco Ravara Cary
Jodo Paulo Tudela Martins
José Antdnio da Silva de Brito
José Jodo Guilherme
Maria Jodo Borges Carioca Rodrigues
Nuno Alexandre de Carvalho Martins
Carlos Anténio Torroaes Albuquerque
Ana Maria Machado Fernandes
José Maria Monteiro de Azevedo Rodrigues
Hans-Helmut Kotz
Mary Jane Antenen
Altina de Fatima Sebastian Gonzalez Villamarin
Nuno Filipe Abrantes Leal da Cunha Rodrigues

Arlindo Manuel Limede de Oliveira
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CAIXA GERAL DE DEPOSITOS, SA

STATEMENT OF COMPREHENSIVE INCOME (SEPARATE)

31/12/2020 31/12/2019

Gains / (losses) arising during the year 48,451 209,667

Balances subject to reclassification to profit or loss

Adjustments of fair value reserves reclassified to net income

Impairment recognized in the year 241 107
Disposal of available-for-sale financial assets (67,055) (152,321)
Tax effect 5,022 (15,725)

Foreign exchange differences in branches

Gains / (losses) arising during the year (2,205) 280
Subtotal (15,545) 42,009
Balances not subject to reclassification to profit or loss

Benefits to employees - actuarial gains and losses

Gains / (losses) arising during the year (142,881) (368,912)
Tax effect 32,189 58,066
Changes in the fair value of equity instruments (option of valuation of equity
instruments at fair value through other comprehensive income) ) Sk
Subtotal (110,695) (307,651)
Total comprehensive net income for the period recognised in reserves (126,240) (265,642)
Net income for the year 406,539 762,013
Total comprehensive net income for the year 280,299 496,371

106



CAIXA GERAL DE DEPOSITOS, SA

CASH FLOW STATEMENTS (SEPARATE)

31/12/2020 31/12/2019

OPERATING ACTIVITIES

Cash flows from operating activities before changes in assets and liabilities

Interest, commissions and similar income received 1,565,058 1,819,651
Interest, commissions and similar costs paid (426,936) (593,582)
Recovery of principal and interest 98,665 95,977
Payments to employees and suppliers (529,379) (773,747)
Payments and contributions to pensions funds and other benefits (131,095) (201,597)
Other results (25,944) (25,187)

550,370 321,515

(Increases) decreases in operating assets:

Loans and advances to credit institutions and customers (4,208) 2,371,287
Assets held-for-trading and other assets at fair value through profit or loss 2,445,950 (46,373)
Other assets (1,787,614) (3,467,508)

654,128 (1,142,594)

Increases (decreases) in operating liabilities:

Resources of central banks and other credit institutions 660,093 (263,180)
Customer resources 6,981,152 2,812,334
Other liabilities (777,920) (90,500)
6,863,325 2,458,654

Net cash from operating activities before taxation 8,067,823 1,637,575
Income tax (1,873) (18,865)
Net cash from operating activities 8,065,950 1,618,710

INVESTING ACTIVITIES

Dividends received from subsidiaries and associated companies 91,284 75,049
Dividends received from available-for-sale financial assets 245 286
Acquisition of investments in subsidiaries, associates and jointly controlled entities, net of disposals (18) (202,055)
Acquisition of available-for-sale financial assets, net of disposals (3,497,088) 1,199,864
Acquisition of tangible and intangible assets, net of disposals (125,403) (59,171)
Net cash from investing activities (3,530,981) 1,013,972

FINANCING ACTIVITIES

Interest on subordinated liabilities (41,558) (45,122)
Interest on debt securities (56,838) (78,497)
Interest in other equity instruments (53,750) (53,750)
Interest on lease agreements (4,677) (5,124)
Issue of subordinated liabilities, net of repayments - (147,558)
Issue of debt securities, net of repayments (1,050,858) (779,539)
Repayments of financing operations through lease agreements (6,152) (27,091)
Dividends paid - (200,000)
Net cash from financing activities (1,213,833) (1,336,681)
Increase (decrease) in cash and cash equivalents 3,321,136 1,296,001
Cash and cash equivalents at the beginning of the year 6,609,774 5,313,355
Effects of the merger process on items of cash and cash equivalents 3 -
Foreign exchange differences in cash and cash equivalents (2,549) 418
Net change of cash and cash equivalents 3,321,136 1,296,001
Cash and cash equivalents at end of the year 9,928,363 6,609,774
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CAIXA GERAL DE DEPOSITOS, SA

STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY (SEPARATE)

(EUR Thousand)
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CAIXA GERAL DE DEPOSITOS, SA

CONSOLIDATED BALANCE SHEET
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CAIXA GERAL DE DEPOSITOS, SA

CONSOLIDATED INCOME STATEMENT

restatement
Interest and similar income 30 1,482,205,537 1,828,090,749
Interest and similar expenses 30 (456,427,159)  (696,033,221)
Income from equity instruments 31 18,538,979 31,495,856
NET INTEREST INCOME 1,044,317,357 1,163,553,384
Income from services rendered and commissions 32 611,370,218 635,731,087
Cost of services and commissions 32 (114,198,932) (139,143,663)
Results from financial operations 33 49,730,166 82,529,180
Other operating income 34 35,138,629 130,680,580
TOTAL OPERATING INCOME 1,626,357,438 1,873,350,568
Employee costs 35 (501,947,712) (583,372,957)
Other administrative costs 37 (237,587,768) (276,467,932)
Depreciation and amortisation (95,827,912) (94,255,200)
Provisions net of reversals 24 26,130,365 22,489,044
Loan impairment, net of reversals and recoveries 38 (166,200,023) 47,564,737
Other assets impairment, net of reversals and recoveries 38 (13,781,821) 102,475,723
INCOME BEFORE TAX AND NON CONTROLLING INTERESTS 637,142,567 1,091,783,983
Income tax 19 (174,218,381) (332,045,236)
Results of associates and jointly controlled entities 18 43,885,167 43,120,530
RESULTS OF CONTINUING ACTIVITIES 506,809,353 802,859,277
Results of subsidiaries held-for-sale 14 16,289,951 22,972,980
CONSOLIDATED NET INCOME FOR THE PERIOD of which: 523,099,304 825,832,257
Non-controlling interests 29 (31,507,621) (49,903,807)
NET INCOME ATTRIBUTABLE TO THE SHAREHOLDER OF CGD 491,591,683 775,928,450
Average number of ordinary shares outstanding 27 768,828,747 768,828,747
Earnings per share (in Euros) 0.64 1.01
Certified Public Accountant Chairman
Andreia Jilia Meneses Alves Emilio Rui da Veiga Peixoto Vilar

Deputy Chairman
Paulo José Ribeiro Moita de Macedo

Members
Francisco Ravara Cary
Jodo Paulo Tudela Martins
José Antodnio da Silva de Brito
José Jodo Guilherme
Maria Jodo Borges Carioca Rodrigues
Nuno Alexandre de Carvalho Martins
Carlos Antdnio Torroaes Albuquerque
Ana Maria Machado Fernandes
José Maria Monteiro de Azevedo Rodrigues
Hans-Helmut Kotz
Mary Jane Antenen
Altina de Fatima Sebastian Gonzalez Villamarin
Nuno Filipe Abrantes Leal da Cunha Rodrigues

Arlindo Manuel Limede de Oliveira
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CAIXA GERAL DE DEPOSITOS, SA

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

2LT'S509
(TVT'eT)
€TE'8TY
2€8'Ge8

(6T5°202)
(¥20'T0€)
128'6

990'8S
(216'89€)

S0S‘€6
(¥92'y)
028'66

(065°€9)
zee'se
ZeT'L

(96€'69T)

508°‘02

999'79T

[elol

6T0¢C/CT/TE 0¢coc/et/te

v1E'88

(919'3)
TE6'E6
€16'22

856°0L

856°0L

028'66

(zs0'v)

10L'6
(€88'8)
T9S

(961'92)

8G8°9TS
(7es'2)
z8€'ves
658208

(LL¥'8L2)
(¥20'T0€)
128'6

990'8S
(216'89€)

L¥5'ee
(¥92')

(8e5'65)

zee'se
(G25'2)
(eT5'091)

r¥e'0e

T98'06T

suolresado

waunD

¥8€‘02e
95102

822002
660°'€2S

(z18'22e)
(oT0'2TT)
ovT

16V'2¢
(€99'71T)

(z98'0T2)
(es6)

(085°€6T)
(¥760'2)
T€9'S
(¥706'69)

€8y'L

§SG'ey

[elol

(€s0'TT) 9ev'TET

(eT8'9) 69692
(ove'v) 891'702
062'9T 608'905
(0es'02) (zve'z0e)
= (oTo'2TT)
= 9vT

= 16¥'2€

= (€59'7¥T)
(0es'02) (zee'06T)
= (€56)
(zTe'te) (£9€'2.1)
= (¥60'2)
(829) 802'9
86/ (zoL'02)
€8y 000°L
(T2) 1152y

suonelado

waun

d92 40 Y3ATOHIYVYHS 3HL OL F1gVLINgId L1V JINOINI L3N IAISNIHIHJNOD TV.LOL
s1saJa1ul Bulljouod-uoN
Yaiym Jo aoldad 3HL 404 IWODNI L3N JAISNIFHIHJINOD TVLOL

Teak ay) 1oy awooul 19N

SOAIBSaI Ul pasiubooal poriad sy o) BWODUI 18U dAISUBYS.dWo9 [e10 ]

(swoaul anisuayaidwod Jayio ybnoayy
anfeA Jiej Je sjuswnisul A3nba Jo uoirenfen jo uondo) s}asse [eloueul JO anfeA Jiej sy} ul sebueyd

108)48 xe|
reak ay) buunp Buisie (sassol) / sures
S9sS0| pue sureb elrenioe - syyauaq aakodwg

3WOJUI 18U 0} PaIYISSB[Oa. 8Q 10U [[IM TRy} SIunowy

B30

Aoua1ind ubla.oy Ul SaleIpISgns
pue sayoue.q Jo uoirepinbi| 1o 8[es ayl Yum UoIIBUU0D Ul paurelqo sinsal abueyoxa ubiaio

reak ayy buunp Buisie (sasso)) / sures
uoiTepIosuod woJy Bunnsal asualayip abueyoxs ubiaioH
s}asse saluedwod pareldosse ul sjuawisnipy
108)48 xe|
Jeak a8y} ul s}asse [eloueuly Jo [esodsig
Jeak ayy ul paziuboaal uswiredwi s1asse [eloueul
S8AI8Sa. UoeN[eAal ul Sjuswisnipe uoneolissejoay
reak ayy Buunp Buisie (sasso)) / sures
S]aSSE [elourUl JO anfeA Jie} 8y} 0} sluawisnipy

3WO02UI 18U 0} PalyISSe[oal aq Aew ey sjunowy

111



CAIXA GERAL DE DEPOSITOS, SA

CONSOLIDATED CASH FLOWS STATEMENTS

31/12/2020 31/12/2019

OPERATING ACTIVITIES

Cash flows from operating activities before changes in assets and liabilities

Interest, commissions and similar income received 2,082,453 2,428,930
Interest, commissions and similar expenses paid (563,706) (758,797)
Recovery of principal and interest 105,074 108,551
Payments to employees and suppliers (719,477) (987,094)
Payments and contributions to pension funds and other benefits (131,645) (202,884)
Other results 15,875 98,107

788,574 686,813

(Increases) decreases in operating assets

Loans and advances to credit institutions and customers (84,518) 2,348,767
Assets held-for-trading and other assets at fair value through profit or loss 2,457,690 227,510
Other assets (2,013,839) (5,044,940)

359,333 (2,468,664)

Increases (decreases) in operating liabilities

Resources of central banks and other credit institutions 966,176 (676,082)
Customer resources 6,270,112 3,144,979
Other liabilities (460,262) (17,209)
6,776,025 2,451,688

Net cash from operating activities before taxation 7,923,931 669,837
Income tax (38,452) (54,948)
Net cash from operating activities 7,885,479 614,889

INVESTING ACTIVITIES

Dividends received from equity instruments 18,539 31,496
Acquisition of investments in subsidiaries and associated companies, net of disposals (3,230) 600,762
Acquisition of available-for-sale financial assets, net of disposals (3,208,475) 1,408,994
Acquisition of tangible and intangible assets and investment property, net of disposals (113,328) 11,078
Net cash from investing activities (3,306,493) 2,052,331

FINANCING ACTIVITIES

Interest on subordinated liabilities (41,558) (44,713)
Interest on debt securities (56,837) (78,495)
Interest on other equity instruments (53,750) (53,750)
Interest on lease agreements (5,822) (6,900)
Dividends on issued preference shares - (401)
Repayment preference shares - (95,759)
Issue of subordinated liabilities, net of repayments - (36,729)
Issue of debt securities, net of repayments (1,050,858) (779,539)
Repayments of financing operations through lease agreements (15,335) (26,105)
Dividends paid - (200,000)
Net cash from financing activities (1,224,160) (1,322,391)
Increase (decrease) in cash and cash equivalents 3,354,826 1,344,829
Cash and cash equivalents at the beginning of the year 7,817,287 6,620,833
Transfer of cash balances to non-current assets held-for-sale - (106,246)
Foreign exchange differences in cash and cash equivalents (199,837) (42,129)
Net change of cash and cash equivalents 3,354,826 1,344,829
Cash and cash equivalents at the end of the year 4 and 5 10,972,276 7,817,287
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CAIXA GERAL DE DEPOSITOS, SA

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

(EUR Thousand)
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1. Introductory note

Caixa Geral de Depdsitos, S.A. (CGD), founded in 1876, is an exclusively state-owned public limited liability
company. Caixa became a public limited liability company on September 1, 1993 under decree law no. 287/93 of
August 20, which also approved its respective articles of association. Banco Nacional Ultramarino, S.A. (BNU) was
incorporated into Caixa on July 23, 2001.

CGD'’s operations at December 31, 2020 comprised a nationwide network of 518 branch offices (480 of which with
face-to-face services, 13 self-service branches and 25 “corporate” offices), a branch in France with 48 offices and
a branch in Timor with 14 offices. During the first semester of 2020, CGD closed its branches operating in Spain
and Luxembourg.

All amounts have been rounded up to the nearest thousand euros.

CGD also has direct and indirect equity stakes in a significant number of national and foreign companies in which
it has controlling interests. They include Spain, Cape Verde, Angola, Mozambique, Brazil and Macau. These
companies comprise the Caixa Geral de Depdésitos group (group) and operate in diverse sectors such as
commercial banking, investment banking, brokerage, venture capital, property, asset management, specialised
credit and cultural activities. CGD also has non-controlling equity stakes in companies which operate in non-
financial sectors of the Portuguese economy.

The consolidated financial statements at December 31, 2020 were approved by the board of directors on April 22,
2021 and shall be submitted for the approval of the general meeting of shareholders which has the authority to
amend them. The board of directors is convinced that they will be approved without any significant changes.

Restructuring Plan

Following the economic-financial crisis and its serious repercussions on the national financial system and in the
context of its response to the capital requirements defined by EBA recommendation REC/2011/1, the Portuguese
state, in its capacity as the sole shareholder, recapitalised CGD, in June 2012, in the form of a €750,000 thousand
increase in share capital and issuance of €900,000 thousand in CoCo bonds. This recapitalisation was considered
to be state aid under European regulations and is the reason for the agreement entered into between the
Portuguese state and DG Comp, as the European entity responsible for competition, to a restructuring plan to be
implemented by CGD over the period 2013-2017.

The agreed plan included commitments to deleverage the balance sheet to ensure compliance with capital targets,
improve operational efficiency, strengthen risk procedures and optimise the operation in Spain, in order to ensure
its respective sustainability, funding autonomy and positive contribution to group profit.

In spite of having fulfilled almost all of its undertakings, CGD continued to make losses across the period 2013 to
2015. This was partly due to the effects of ECB monetary policy which caused a sharp fall in market interest rates
and a much lower than expected rate of economic growth. Also of relevance to the losses reported in these years
was the deterioration of CGD’s asset quality which resulted in the recognition of high annual levels of impairment.
This was accompanied by more demanding regulatory requirements to strengthen capital ratios across the period.

Efficiency levels were, consequently, lower than initially agreed and CGD found itself unable to meet its CoCo
commitments.

To ensure the adequacy of CGD'’s recapitalisation with regard to its required solvency levels, the Portuguese state
and DG Comp approved a recapitalisation plan in first quarter 2017, to include a strategic 4 year plan (2017-2020)
that, based on a prudent macroeconomic scenario demonstrating the capacity to generate a similar level of return
on equity to that required of a private investor, was not considered state aid.

CGD’s new recapitalisation plan was implemented at different times.
The first phase, in which the following changes were made, was completed on January 4, 2017:

- Use of €1,412,460 thousand in free reserves and the legal reserve to cover negative retained earnings from
past years;

- Anincrease in CGD’s share capital to €7,344,144 thousand, comprising the issuance of 288,828,747 shares
based on the payment in kind of 490,000,000 Parcaixa, SGPS, S.A. equity shares of €498,996 thousand
and transfer of €900,000 thousand in CoCo bonds, plus €45,148 thousand in respective accrued interest;
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- A €6,000,000 thousand reduction in share capital based on the extinguishing of 1,200,000,000 shares to
cover €1,404,506 thousand in negative retained earnings and set up free reserves of €4,595,494 thousand.

The second phase, completed on March 30, 2017, involved a share capital increase of €2,500,000 thousand, based
on the issuance of 500,000,000 new ordinary shares with a nominal value of €5 each, subscribed for and paid up
by the Portuguese state as sole shareholder and €500,000 thousand in additional tier 1 funds, fully subscribed for
by professional institutional investors (note 27).

The last phase of the recapitalisation plan was completed on June 21, 2018 in the form of a tier 2 issuance of
€500,000 thousand, exclusively for sale to institutional investors (note 25).

The completion of the recapitalisation plan and consequent strengthening of its solvency enabled CGD to
concentrate on implementing its strategic plan 2017-2020, which was based on five Pillars:

Pillar 1

Modernisation and reorganisation of the domestic branch office network to ensure its sustainability. The initially
defined initiatives are listed below

a) Review of segments and updated commercial offer;

b) A review of bancassurance and asset management models on which retail value proposals and the
market penetration of off-balance sheet products are based,;

c) The definition of a plan to boost support for households, level of service and corporate oversight,
particularly for small and medium-sized enterprises (SMEs); and

d) Optimisation of credit processes and pricing models.
Pillar 2

To achieve efficiency improvements through the harmonisation of CGD’s operational infrastructure. The key
initiatives to be implemented to align the operational infrastructure focused on the following:

a) Adjustments to the branch office network and central support areas;

b) Organisational restructuring operations;

c) Better human resources management, including training;

d) Better levels of service and customer care, based on the digitalisation of processes.
Pillar 3

Restructuring of international operations, based on a complementary approach to domestic operations. CGD’s
international presence, at the end of 2016, basically comprised nine subsidiaries and nine branches. Pursuant to
the comprehensive principle of reducing international risk and focusing on core geographies i.e. markets having a
greater affinity with Portugal, the international portfolio was restructured as follows:

Adoption of a focused approach to maintain a position only in specific, pre-determined geographies, ensuring a
review of their business models and strengthening the governance model, ensuring a material contribution to group
profitability;

a) Sale or rationalisation of operations in other geographies, providing national customers with a support
structure.

Pillar 4

Restructuring of the risk management and governance model by reducing balance sheet risk, implementing new
credit management policies and introducing new specialised recovery platforms. The following measures were
identified for the purpose of achieving this aim:

a) Implementation of new scoring models for small and medium-sized enterprises, mortgage and
personal loans;

b) Implementation of a corporate risk appetite and management model;

c) Adjustment of risk management models to the highest sector standards (supervisory review and
evaluation process - SREP);

d) Implementation of a deleveraging plan on non-performing loans (NPLs);
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e) Better credit monitoring and recovery operations by strengthening their specialised oversight units.
Pillar 5
Business transformation in a digital context. This includes the following initiatives:

a) Definition of the digital strategy, based on the acceleration, coaching and governance of digital sphere
initiatives, in addition to the implementation of priority initiatives resulting from strategic
considerations;

b) Increase in the number of Caixa’s “digital” customers;

¢) Reformulation of an end-to-end experience in meeting the financial needs of personal and corporate
customers in order to promote preference for and an increase of business with CGD;

d) Preparation of technical support infrastructure for information and customers, providing basic points
of interaction and preparation for the development of a seamless experience across all media and
channels.

One of the conditions attached to CGD'’s recapitalisation process, as defined in the framework agreement between
the Portuguese state and the European Commission, to prevent it from being qualified as state aid, was the need
for an independent valuation of the assets portfolio.

The former executive committee, accordingly, decided to review CGD’s assets, with reference to June 30, 2016,
based on the criteria and assumptions that would be employed by a private investor intending to make a similar
investment in CGD. The executive committee, appointed in 2017 also decided to undertake a new, exhaustive
review of the criteria and methodologies used in the measurement exercise on the referred to assets, a
reassessment of the principal customers subject to individual impairment analyses, on the basis of proposals
submitted by the commercial and recovery divisions and revised by the risk management division and a re-analysis
of impairment on property by the real estate business division, for the period ended December 31, 2016. The results,
considering the events occurring between the date of the completion of the former review and date upon which the
accounts for 2016 were filed, were provided to CGD’s executive committee and although resulting in the recognition
of impairment and provisions of more than €3,000,000 thousand were, nevertheless, around €200,000 thousand
less than the initial estimate. The capital increase was also consequently reduced by €200,000 thousand in
comparison to the initial projection and therefore reduced the need for state funding of CGD'’s recapitalisation as its
sole shareholder.

A specific external audit was also performed on this exhaustive asset measurement review under a resolution of
the executive committee, with the aim of carrying out a global review for the period and assessing the adequacy of
the measurement processes and methodologies used.

2020 was the last year of the implementation of the strategic plan and was strongly impacted by the pandemic crisis
triggered by the SARS Cov-2 virus. In spite of this economic environment, CGD succeeded in fulfilling most of its
commitments under the plan and notably was able to maintain a higher level of return than its European
counterparts. Throughout this transformation period which began in 2012 with the first restructuring plan, CGD has
sought to lay the foundations enabling it to address future challenges and risks on the basis of a functional,
operational, structurally robust and efficient governance structure.

On April 20, 2021, CGD received a communication from DGComp informing it of the closure of the 2017-2020
strategic plan monitoring process, which enabled the successful conclusion of the implementation of the
commitments entered into between the Portuguese state and the European Commission and, in particular,
confirmation of compliance with the private investor test in the framework of CGD’s recapitalisation in 2017, critical
for the classification of recapitalisation procedures as non-State Aid..

Covid-19 pandemic

2020 was marked by the Covid-19 pandemic, as an acute respiratory illness triggered by the SARS-CoV-2 virus.
This illness was first identified in December 2019 in Wuhan, a city in the People’s Republic of China. It is
characterised by being highly contagious and is more lethal than other viruses of the same group (e.g. SARS). This
led the World Health Organisation to declare a pandemic on March 11, 2020.

Drastic containment measures were implemented in the first instance, owing to the spread of this illness, in which
cases were confirmed in more than 200 countries and territories. Reference should be made to restrictions on
people’s movements, border closures and constraints on a wide range of economic activities. These restrictions,
albeit interspersed with periods of fewer limitations on normal market operations, have been maintained to manage
the delicate balance required by the need to preserve public health indices at acceptable levels.
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As a result of this situation the International Monetary Fund (IMF) published its estimates of global GDP evolution
in 2020, comprising sharp, across-the-board falls in both the developed and emerging blocs. In line with the
evolution of the other euro area countries, the Portuguese economy also experienced sharp contraction in 2020
resulting from the impacts of this crisis.

The worldwide response to this unprecedented situation from governments and central banks has included fiscal
and monetary policy measures which are highly focused on stabilising the financing conditions of diverse economic
actors, protecting the business environment and minimising the effects of the loss of household income.

Owing to its presence in various countries, Caixa Geral de Depdsitos group’s activity has naturally been affected
by this pandemic and its respective containment measures. CGD has, accordingly, defined a prevention-based
strategy to protect its employees and consequently mitigate operational risk for the business affairs of its
companies, as set out in a specific contingency plan.

The operational focus has been to preserve the bank’s critical functions, i.e. the capacity to meet its customers’
needs, whether through its geographical branch office network which has been constrained by the protection
measures put in place, or on its remote channels. In the case of critical functions, teams and teleworking activities
have been kept separate from the very start of the crisis. Special attention has also been paid to CGD group’s
principal suppliers of goods and services to ensure that there are no disruptions.

CGD has taken proactive measures to minimise impacts on credit risk in line with those adopted by the government.
Reference should be made to the approval of extensions to credit agreements, introduction of moratoria on most
credit products by the state and the Portuguese Banking Association and specific lines of credit backed by mutual
guarantee societies with the objective of mitigating occasional, temporary, corporate and personal treasury
constraints deriving from the reduction of economic activity in the current circumstances. Risk indicator monitoring
mechanisms were also strengthened, particularly in those business areas affected by the crisis and the effects of
the containment measures adopted.

In more global terms, the group’s management approach on diverse levels and structures of its governance model
has been characterised by its anticipation of scenarios, analysis of impacts and preparation of operational and
monitoring measures on key indicators, to permit the transversal management of its business areas, including its
international presence.

Impacts, albeit uncertain, are naturally expected on the group’s activity and capacity to achieve its economic-
financial goals. Their extent will be contingent upon a multiplicity of factors such as the depth of the economic crisis,
its duration, economic sectors most affected and type and impact of the monetary and fiscal policy measures
implemented by diverse governments and economic blocs.

In spite of the positive effects of the programmes developed by institutional public sectors, particularly in terms of
job protection and temporary stabilisation of household income and general business liquidity, 2021 will be a year
of enormous challenge. Firstly because of the resilience of a number of economic activities which have been
particularly affected by lockdown and restrictions on movement, aggravated by high levels of debt that will constrain
their ability to respond if the start of the recovery period is slower than initially expected as a result of difficulties in
implementing the vaccination plans currently in progress. The worsening economic recession will have inevitable
consequences for the financial sector, in terms of higher credit risk, deteriorating asset quality (particularly non-
performing loans - NPL indicators) and increasing pressure on profitability.

In such a context and based on currently available information, CGD'’s financial statements for the period ended
December 31, 2020 provide its best estimation of the pandemic’s financial effects. This includes the valuation of its
assets and measurement of expected credit portfolio losses which shall be monitored and continuously reviewed
across the period. Greater detail on the principal impacts of this situation on the credit risk measurement component
is set out in note 43.

Notwithstanding these limitations, the board of directors wishes to reaffirm its conviction that Caixa Geral de
Depdsitos is currently adequately prepared, in terms of capital, asset values or liquidity, to ensure the continuity of
its operations and provide its customers and the national economy with the necessary support.

119



2. Accounting policies

2.1. Presentation bases

The consolidated financial statements at December 31, 2020 were prepared on the basis of the international
financial reporting standards (IFRS) as adopted in the European Union, in accordance with regulation (EC)
1606/2002 of July 19 of the European Parliament and of the Council and the dispositions of decree law 35/2005 of
February 17.

The accounting policies described in this note have been implemented on a consistent basis across all of the periods
set out in the financial statements. Any exceptions have been identified.

2.2. Amendments to accounting policies
2.2.1 Voluntary amendments to accounting policies

Except for the amendment referred to in Note 2.3, there were no other voluntary modifications of accounting policies
in 2020 as opposed to those considered in preparing the financial information for the preceding year, as set out for
comparison purposes. Neither were there any changes to judgments or estimates for past years, nor corrections of
material errors.

2.2.2 New standards and interpretations for the period

Effective January 1, 2020 CGD adopted the following standards, interpretations, amendments or alterations of
significance to its activity, as issued by the IASB and endorsed by the European Union:

IAS 1 — “Presentation of financial statements” and IAS 8 — “Accounting policies, changes in accounting
estimates and errors (amendments). The objective of this amendment was to achieve consistency in the
definition of materiality across all standards in force and clarify several aspects related to its interpretation.
Itis considered that “information is material if it is reasonable to expect that any omission, error or occultation
thereof could influence the decisions of primary users on the basis of such financial information as expressed
in the said financial statements”. The amendments to these standards must be implemented prospectively.

- Conceptual structure — “Amendments to references to the conceptual framework in IFRS Standards”. As
a result of the publication of the new conceptual structure, the IASB has altered the wording of several
standards and interpretations, as in: IFRS 2, IFRS 3, IFRS 6, IFRS 14, IAS 1, IAS 8, IAS 34, IAS 37, IAS
38, IFRIC 12, IFRIC 19, IFRIC 20, IFRIC 22, SIC 32, to clarify the definitions of an asset and a liability and
has issued new measurement, derecognition, presentation and disclosure guidelines. The amendments
must be implemented retrospectively, unless this is not practical.

- Reform of reference interest rates — amendments to IAS 39, IFRS 7 and IFRS 9. In September 2019 the
IASB amended IFRS 9, IAS 39 and IFRS 7, deriving from the first stage of the work performed in response
to the effects of the reform of the reference interest rates (IBOR - interbank offered rates) on financial
reporting.

These modifications provide temporary expediencies to enable hedge accounting operations to be maintained
across the period of uncertainty preceding the substitution of the currently existing reference interest rate by an
alternative benchmark.

Amendments to IFRS 9

The amendments include various initiatives which must be applied to all hedge relationships directly affected by the
reform of the reference interest rate (RFR). A hedge relationship is affected if the reform in progress triggers
uncertainties over the periodicity and/or reference amount of the cash flows generated by the hedged item or
hedging instrument.

The amendments affect the following areas:
e Assessments of whether a future transaction is highly probable;

e Assessments of when to reclassify the amount of the cash flows recognised in reserves to profit and loss;
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e Assessments of the economic relationship between the hedged item and the hedging instrument.

It is assumed, for each of these expediencies, that the reference rate used to calculate the cash flow hedges
(whether or not contractually specified) and/or, for the third expediency, the reference rate used to calculate the
cash flows of the hedged instrument, will not be modified as a result of the IBOR reform.

A fourth expediency requires the separate identification of the risk component of the reference interest rate affected
by IBOR, when a hedge relationship is entered into.

For dynamic hedging strategies, the referred to requirement only needs to be met upon initial recognition of the
hedged items in the hedge relationship.

During the period of uncertainty introduced by the IBOR reform, an entity need not discontinue the application of
hedge accounting solely on account of the fact that the measurement of the effectiveness of the relationship does
not fall between the reference range of 80%-125% (retrospective analysis). In this case, the other requirements of
IFRS 9 or IAS 39 should be used to determine the existence of conditions for the relationship to remain eligible,
namely on the basis of the future evolution of the projected cash flows of the hedged items and hedging instruments
(prospective analysis).

The application of the expediencies is valid for as long as the period of uncertainty remains or until the hedge
relationship is extinguished. When an entity designates a collection of items as a hedged item, the requirements
for terminating the application of the expediencies are considered separately for each of these items.

The amendments to the standard also introduce specific disclosure requirements for the hedge relationships to
which such expediencies apply.

The amendments are to be applied retrospectively. Early application is permitted and must be disclosed.

- Definition of a business activity — amendments to IFRS 3. This amendment (i) clarifies the minimum requirements
for consideration as a business activity, (ii) eliminates the need for an assessment of whether market actors have
the capacity to substitute the missing elements, (iii) adds a guideline to enable an assessment of whether an
acquired process is substantive, (iv) restricts the definitions of a business activity and output and (v) introduces an
optional fair value test on business activity.

Minimum requirements for consideration as a business activity

The amendment clarifies that to be considered as a business activity, an integrated set of activities must, at
minimum, include an input and a substantive process that, jointly, make a significant contribution to the creation of
an output. They also clarify that a business activity may exist without the inclusion of all inputs and all of the
processes needed to create outputs, consequently inputs and the processes “must have the capacity to contribute
to the creation of outputs” instead of “must have the capacity to create outputs”.

Capacity of market actors to substitute missing elements

Prior to the amendment, the wording of IFRS 3 provided for a situation in which a business activity did not have to
include all of the inputs or processes used by a vendor to operationalise the business activity, “if the market actors
are able to acquire the business activity and continue to operate the productive process, e.g. integrating the
business activity with its own inputs and processes”. The reference to such integration was eliminated from the
standard and the assessment is now based on what was acquired in its current state and conditions.

Assessing whether an acquired process is substantive

The amendments clarify that an acquired process is considered to be substantive if a set of activities and assets
does not have outputs on the date of acquisition:

(a) If critical to the capacity to develop and convert acquired inputs into outputs; and

(b) If the acquired inputs include either an organised workforce having the necessary skills, knowledge,
or experience in operating this process, or other inputs that such an organised workforce may develop
or convert into outputs.

In contrast, an acquired process must be considered substantive if a set of activities and acquired assets includes
outputs on the date of acquisition:

(a) If critical to the capacity to continue to produce outputs and the acquired inputs include an organised
workforce having the necessary skills, knowledge, or experience in operating this process; or
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(b) If making a significant contribution to the capacity to continue to produce outputs and/or is considered
unique or scarce or cannot be substituted without significant costs, without a significant effort or
without significant delays in the capacity to continue to produce outputs.

Narrowing the definition of outputs

The amendments narrow the definition of outputs and focus on the supply of goods or services to customers, return
on investment (such as dividends or interest) or other income earned from ordinary activities. The definition of a
business activity in appendix A of IFRS 3 was accordingly amended.

Optional test to concentration

The amendments introduce an optional test on the fair value of the concentration to permit a simplified appraisal of
whether or not a specific set of acquired activities is a business activity. Entities may opt to apply this test on a
transaction by transaction basis. The test is passed if, substantially, all of the fair values of the gross assets acquired
are concentrated into a single identifiable asset or a similar group of identifiable assets. If the test is not passed or
if an entity opts not to apply the test on a specific transaction, a detailed appraisal must be realised by applying
normal IFRS 3 requirements.

This amendment is effective for transactions considered to be business combinations or purchases of assets with
an acquisition date on or after the beginning of the first period on or after January 1, 2020.

As these amendments are applied prospectively, entities do not have to assess acquisitions prior to this date. Early
adoption is permitted but must be disclosed.

This amendment will also have an impact on other standards (such as when a parent company loses control over
a subsidiary and has implemented the amendment to IFRS 10 and IAS 28 on the sale or delivery of assets by an
investor to its associate or joint enterprise, in advance.

- IFRS 16 (amendments) — Lease agreements — Contractual amendments associated with the Covid-19 pandemic.
In response to the economic impacts of the new coronavirus (Covid-19) pandemic, the renegotiation of the
contractual terms of lease agreements, with the objective of adjusting their initially agreed maturities and conditions
to lessees’ financial capacity for effective compliance purposes, based on the new market conditions governing the
performance of their activity and outlook for short and medium term economic growth has been a systematic feature
of most geographies using the international financial reporting standards. This movement, albeit mainly reliant on
agreement between lessors and lessees, has been incentivised and even conditioned by sovereign state
intervention.

With the objective of minimising the potential accounting impacts that such contractual renegotiations could
represent in light of IFRS 16 requirements i.e. cases in which they may be classified as a modification, the IASB
decided to change the wording of this standard with the objective of including an exception to the need for lessees
to assess whether or not the amendments made under the terms of the agreement in the sphere of Covid-19,
comprising an interruption or deferral of the date of payment of the instalments, may be deemed to be a modification
of the lease agreement. Information on the application of this expediency, if used, must be disclosed and
implemented retrospectively even if the comparative amounts presented do not require restatement.

These amendments must be implemented in the financial years beginning on or after January 1, 2020.

The adoption of the standards, interpretations, amendments and revisions above mentioned did not imply any
changes to the group’s financial position or the preparation of its financial statements in 2020.

2.2.3 New standards and interpretations applicable to future periods

The following standards, interpretations, amendments and revisions, already endorsed by the European Union,
must be implemented in future financial years.

- Reform of interest rate reference indices — Phase 2 — Amendments to IAS 39, IFRS 4, IFRS 7, IFRS 9 and
IFRS 16. In August 2020, the IASB announced amendments to IAS 39, IFRS 4, IFRS 7, IFRS 9 and IFRS
16, deriving from the second phase of the work performed to respond to the effects of the reform of the
interest rate reference indices (IBOR - Interbank Offered Rates) on financial reporting.

The amendments to the standard apply to modifications of financial assets and liabilities and liabilities on
lease agreements, hedge accounting requirements and respective disclosures.

As regards modifications of financial assets, financial liabilities and liabilities on lease agreements, an
expediency has been introduced to allow all situations directly related to the IBOR reform to be accounted
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for on the basis of a revision of the operation’s effective interest rate, in which the rules currently provided
for in the relevant standards are applicable to all of the other amendments.

It is also emphasised that although hedge relationships are not discontinued solely as a result of the reform,
the documentation based on the modifications occurring with the hedged items, hedging elements and
hedged risks should be revised. The new, modified relationship should fulfil the hedge accounting
requirements, including efficacy.

The disclosures required of the entities affected by the reform, as regards the nature and extent of the risks
to which they are exposed and the progress of the transition process to the new reference rates have also
been reinforced and include qualitative information on derivatives and other financial assets and liabilities
affected by such alterations, in addition to any adjustments to the risk management strategy of associated
institutions.

These amendments are to be applied for financial years beginning on or after January 1, 2021 and must be
implemented retrospectively.

2.2.4 New standards and interpretations already issued but still not mandatory

The following standards, interpretations, amendments and revisions, which must be implemented in future financial
years, had not, up to the date of the approval of these financial statements, been endorsed by the European Union.

- IFRS 3 (amendments) — “Business combinations”. The amendments to the wording of this standard
include:

(i) A correction of the reference to the applicable conceptual structure, which still referred to the version
released in 1989, as opposed to the most recent version (issued in 2018);

(i) The introduction of a clarification on the treatment of liabilities acquired as the result of a business
combination which should be processed under IAS 37 and IFRIC 21, when eligible under its sphere of
application;

(iii) An explanation of the wording of the standard that an acquirer should not recognise contingent assets
acquired as the result of a business combination.

These amendments must be implemented in the financial years beginning on or after January 1, 2022, and
are to be applied prospectively.

- IAS 16 (amendments) — “Tangible fixed assets”. The amendments to the wording of this standard clarify
that any income earned on the use of an asset prior to its definitive installation on the location on which it is
to be operated in accordance with the conditions defined by the management for its intended use may not
be deducted from the acquisition cost. The proceeds from the sale of the assets and the cost of production
of these assets are recognised directly in the profit or loss.

These amendments must be implemented in the financial years beginning on or after January 1, 2022.
Retrospective implementation is only mandatory in the case of eligible assets which have been installed on
their intended location after the date of the presentation of the first comparative period.

- |AS 37 (amendments) — “Provisions, contingent liabilities and contingent assets”. The amendments to the
wording of this standard specify the accounting definition of eligible costs for the classification of a sales
contract. All costs which may be directly allocated to the fulfilment of contractual obligations, which may be
incremental in nature (such as goods, equipment or fees) or on the basis of other types of allocation,
provided that they are clearly identifiable (such as the depreciation costs of the equipment used to fulfil these
obligations) should be considered for this purpose.

These amendments must be implemented in the financial years beginning on or after January 1, 2022 and
be applied prospectively. The year of the first implementation of this amendment includes all agreements
whose obligations have not been met in full upon the date of the beginning of the presentation of the first
comparative period. Comparatives are not restated.

- Annual Improvements to IFRS Standards 2018-2020. The planned introduction of annual improvements
considered non-urgent but necessary by the IASB for the period 2018-2020, published on May 14, 2020,
changes the wording of the following standards: IFRS 1, IFRS 9, IFRS 16 e IAS 41. Reference should be
made to the following items of potential relevance to CGD’s activity:
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(i) IFRS 9. The amendment clarifies the eligibility conditions of the commissions to be considered by an
entity regarding the liabilities derecognition test in conformity with paragraph B3.3.6 of the standard (10%
test). Only commissions paid or received between an institution (issuer of a financial liability) and an investor
(or investors), including commissions paid or received in the name or on behalf of another party should be
recognised.

(ii) IFRS 16. This amendment eliminates the example of reimbursements of charges paid by the lessor on
improvements to the leased asset from the wording of illustrative example no. 13 (text accompanying IFRS
16) given that its wording was not considered to provide a correct and clear interpretation of the treatment
of lease agreement incentives.

These amendments must be implemented in the financial years beginning on or after January 1, 2022.

- IAS 1 (amendments) and IFRS practice statement 2. The amendments to the wording of the standard and
practice statement aim to clarify the requirements to be considered in the assessment of the accounting
policies which should be disclosed, replacing the expression "significant accounting policies" by "material
accounting policies". This was accompanied by the introduction of illustrative examples to demonstrate the
application of the concept of materiality.

The amendments must be implemented in the financial years beginning on or after January 1, 2023 and
should be implemented prospectively.

- IAS 8 (amendments). The changes made to the wording of the standard differentiate between the
presentation and disclosure of the different types of modifications to the financial statements, with the
introduction of clarifications on the treatment of accounting estimates, and in particular:

- Measurement in a concept of uncertainty;
- Difference between modifications of accounting estimates and corrections of errors;
- Accounting for the effects of modifications of accounting estimates.

The amendments must be implemented in the financial years beginning on or after January 1, 2023 and
apply to changes of estimates or accounting policies occurring after that date.

The board of directors does not believe that the implementation of the above standards and interpretations will have
a significant impact on CGD'’s consolidated shareholder’s equity on preparation of its financial statements.

2.3. Changes to classification
2.3.1 Accounting changes to services related to banking activity

Taking into account the nature and classification of the various services related to the banking activity and with the
objective of ensuring a fair presentation of its financial statements, the board of directors of CGD group considered
that changes should be made to their form of presentation. It was concluded that the incorporation of these services
within the commissions caption would be more appropriate given that they remunerate services related to the
banking activity.

The impacts of this change on CGD’s consolidated financial statements, with reference to December 31, 2019
amounted to an increase of “Income from services and commissions” account and an equivalent reduction for the
same amount in “Other operating income” of €5,379 thousand and an increase of “Costs of services and
commissions” account and an equivalent reduction of €10,694 in “General administrative costs”.
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The profit and loss statement for the year ended 2019 was restated as a result of the change in the policy referred
to in the preceding number. The effect of this modification is shown in the following table:

Restated
ol IR
Interest and similar income 1.828.091 1.828.091 -
Interest and similar expenses (696.033) (696.033) -
Income from equity instruments 31.496 31.496 -
NET INTEREST INCOME 1.163.553 1.163.553 -
Income from senices and commissions 630.352 635.731 5.379
Costs of senices and commissions (128.449) (139.144) (10.694)
Results from financial operations 82.529 82.529 -
Other operating income 136.060 130.681 (5.379)
TOTAL OPERATING INCOME 1.884.045 1.873.351 (10.694)
Employee costs (583.373) (583.373) =
Other administrative costs (287.162) (276.468) 10.694
Depreciation and amortisation (94.255) (94.255) -
Provisions net of reversals 22.489 22.489 -
Loan impairment, net of reversals and recoveries 47.565 47.565 =
Other assets impairment, net of reversals and recoveries 102.476 102.476 -
INCOME BEFORE TAX 1.091.784 1.091.784 o
Income tax (332.045) (332.045) =
Results in associated companies and joint ventures 43.121 43.121 -
CONTINUING ACTIVITIES RESULTS 802.859 802.859 =
Results on subsidiaries held for sale 22.973 22.973 -
CONSOLIDATED INCOME FOR THE YEAR, OF WHICH: 825.832 825.832 =
Non-controlling Interests (49.904) (49.904) ©
CONSOLIDATED INCOME ATTRIBUTABLE TO CGD SHAREHOLDER 775.928 775.928 ©

2.4 Consolidation principles

The consolidated financial statements include the accounts of CGD and entities directly and indirectly controlled by
the group (note 3), including special purpose entities.

As required by IFRS 10 — “Consolidated financial statements”, the group considers that it exercises control when it
is exposed or has rights to the variable returns generated by a specific entity (referred to as a "subsidiary") and
when it may, based on the application of the power retained by it and its capacity to direct the relevant activities of
investees, take control of them (de facto power).

CGD group subsidiaries were consolidated by the global integration method in which significant transactions and
balances between the consolidated companies were eliminated. Consolidation adjustments are also made, when
applicable, to ensure the consistent application of the group’s accounting principles.

The amount of third party investment in subsidiaries is recognised in "Non-controlling interests" in equity. In the
specific case of investment funds included in the consolidation perimeter, any redemption options of holders of non-
controlling interests on an investment at its equity value are recognised in "Other liabilities" (note 24), Their
corresponding changes are recognised in the respective profit and loss account.

Consolidated profit comprises the aggregating of CGD’s and its subsidiary entities’ net profit, in proportion to their
effective percentage holding, after consolidation adjustments have been made, i.e. the elimination of dividends
received and capital gains and losses made on transactions between companies included in the consolidation
perimeter.
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2.5. Business combinations and goodwill

Acquisitions of subsidiaries are recognised by the purchase method. The acquisition cost comprises the aggregate
fair value of assets delivered, equity instruments issued and liabilities incurred or assumed in exchange for
achieving control over the acquired entity. The costs incurred on the acquisition, when directly attributable to the
operation, are recognised as costs for the period on the purchase date. Upon the acquisition date, which is the date
upon which the group achieves control over the subsidiary, identifiable assets, liabilities and contingent liabilities
meeting the recognition requirements of IFRS 3 — “Business combinations” are recognised at their respective fair
value.

Goodwill is the positive difference between the cost of a subsidiary’s acquisition and the fair value attributable to
the acquisition of its respective assets, liabilities and contingent liabilities on the purchase date. Goodwill is
recognised as an asset and is not depreciated.

If the fair value of identifiable assets, liabilities and contingent liabilities acquired in the transaction exceeds their
acquisition cost, the excess is recognised as income in profit and loss for the period.

The acquisition of non-controlling interests after control over a subsidiary has been achieved is recognised as a
transaction with shareholders, upon which no additional goodwill is recognised. The difference between the value
attributed to non-controlling interests and the respective acquisition cost at the transaction date is directly
recognised as a charge to reserves. In the same way, the impacts of disposals of non-controlling interests which
do not entail a loss of control over a subsidiary are also recognised in reserves. The group recognises profit or loss
on disposals of non-controlling interests, when they entail changes in control over the subsidiary, through profit and
loss on the transaction date.

The group performs impairment tests on balance sheet goodwill, at least once a year, as required by IAS 36 —
“Assets impairment”. For this purpose, goodwill is allocated to cash flow generating units whose respective
recoverable value is based on estimated future cash flows at discount rates the group considers appropriate.
Impairment losses on goodwill are recognised in profit and loss for the period and cannot be reversed.

Up to January 1, 2004, as provided for in the accounting policies defined by the Bank of Portugal, goodwill was fully
deducted from shareholders’ equity in the year of the acquisition of the subsidiaries. As permitted under IFRS 1 -
"First-time adoption of international financial reporting standards”, and as the group did not make any changes to
this recognition procedure, goodwill, generated on operations, up to January 1, 2004, continued to be deducted
from reserves.

Accounting of written put options on non-controlling interests

The group initially recognises liabilities resulting from written put options on non-controlling interests as a charge to
“Other reserves”. Subsequent changes to the fair value of the put option measured on the basis of the agreed
terms, are also recognised as a charge to “Other reserves”, except for the financing costs on the recognition of the
liability, which are recognised in “Interest and similar costs” in profit and loss.

2.6. Investments is associates and jointly controlled enterprises

“Associates” are entities over which the group exercises significant influence but whose management it does not
effectively control. Significant influence is presumed to exist whenever the group has a direct or indirect equity stake
or voting rights of 20%, unless it can be clearly shown that this is not the case. In parallel, no significant influence
is considered to exist whenever the investment is less than 20%, unless there is clear evidence to the contrary.

According to the requirements of IAS 28 - “Investments in associates and joint ventures”, a significant influence by
the group usually takes one of the following forms:

e A seat on the board of directors or equivalent management body;

e Participation in the process for defining policies, including resolutions on dividends or other appropriations;
e Material transactions between the associate and the group;

e Interchange of managerial personnel; and,

e  The supply of essential technical information.

There are also situations in which the group, together with other entities, exercises control over the activity of a
company in which the equity stake is held (jointly controlled enterprises), usually structured on a basis of shared
voting and similar decision-making rights.
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Investments in associates and jointly controlled enterprises are recognised by the equity accounting method. Under
this method, equity stakes are initially valued at their respective acquisition cost which is subsequently adjusted on
the basis of the group’s effective percentage of changes in its associates’ shareholders’ equity (including their
results). The equity accounting method is discontinued when the group share of accumulated losses incurred by
the associate or jointly controlled enterprise, exceed balance sheet value of the investment, unless any legal or
constructive obligation for such losses necessitates an additional provision.

In the event of differences that would result from compliance by investees with the group’s accounting principles
having a materially significant impact, adjustments are made to the investees equity.

Unrealised profit or loss on transactions with associates and jointly controlled enterprises are eliminated to the
extent of the group’s effective ownership interest in these entities.

2.7. Translation of balances and transactions in foreign currency

The individual accounts of each group entity included in the consolidation are prepared in accordance with the
currency used in the economic environment in which they operate (“functional currency”). In the consolidated
accounts, the results and financial position of each entity are expressed in euros as CGD group’s functional
currency.

Foreign currency transactions are recognised on the basis of the reference exchange rates in force on the
transaction dates. Monetary assets and liabilities denominated in a foreign currency are translated into each entity’s
functional currency at the exchange rate in force at each balance sheet date. Non-monetary assets at fair value are
translated at the exchange rate in force on the last valuation date. Non-monetary assets carried at historical cost,
including tangible and intangible assets, continue to be recognised at their original exchange rates.

Exchange rate profit/loss on translation is recognised in profit and loss for the period, except when deriving from
non-monetary financial instruments recognised at fair value, such as equity instruments upon which an option to
classify them at fair value through other comprehensive income has been exercised and which are directly
recognised in “Other reserves”.

In the consolidated accounts, the assets and liabilities of entities with a functional currency other than the euro are
translated at the closing exchange rate, as opposed to income and costs which are translated at the average rate
for the period. Under this method, exchange rate profit/loss is recognised in equity in “Other reserves” and the
respective balance transferred to profit and loss at the time of the disposal of the respective subsidiaries.

As permitted by IFRS 1 - "First time adoption of international financial reporting standards", the group opted not to
recalculate and therefore did not recognise the impact of the translation of the financial statements of its subsidiaries
expressed in foreign currency up to December 31, 2003 in “Other reserves”. Accordingly in the case of the disposal
or closure of subsidiaries after the said date, only exchange rate profit/loss originating from January 1, 2004 will be
reclassified to profit and loss for the period.

2.8. Financial instruments
a) Financial assets

The classification of financial assets depends upon the group’s business model and characteristics of the financial
instrument’s contractual cash flows, unless an option to measure the financial instrument at its fair value through
profit or loss has been exercised.

CGD classifies and measures a financial asset at amortised cost when it is part of a portfolio managed on the basis
of a business model whose objective is achieved through the receipt of all contractual cash flows and when such
cash flows may be considered payments of principal and interest on the outstanding principal. The group also
classifies and measures a financial asset at fair value through other comprehensive income (“FVTOCI”) when it is
part of a portfolio managed on the basis of a business model whose objective is achieved either through the receipt
of contractual cash flows comprising payments of principal and interest on outstanding principal or by sale. A
financial asset is classified and measured at fair value through profit or loss (“FVTPL”) when it is neither classified
nor measured at amortised cost or by FVTOCI. At the time of initial recognition, however, the group may exercise
an irrevocable option to classify and measure an investment in an equity instrument through FVTOCI (when not
held-for-trading nor comprising the recognition of a contingent payment by the acquirer in a business combination
subject to IFRS 3 — “Business combinations”) which would, otherwise, have been classified and measured at
FVTPL.

To decide the business model used for the management of a financial asset, the group defines how it expects to
obtain cash flows from a financial asset. The business model is determined at a level that reflects how a group of
financial assets is managed as a whole, in order to achieve this business model’s specific objective and it is not
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reliant upon the plans for any specific financial asset. As the allocation to a business model is a fact and not an
assertion, the group considers all of the relevant information to enable a conclusion to be reached as to which
business model should be considered for the management of its financial assets, pursuant to which the group
assesses:

e the way in which the performance of the business model and respective financial assets are measured
and communicated to management;

e the risks affecting the performance of the business model (and respective financial assets) and,
particularly, how such risks are managed; and

e the way in which a company’s managers are compensated (e.g. if based on the fair value of the assets
managed or receipt of contractual cash flows).

As referred to above, two criteria are considered to determine the classification and measurement of financial assets
under IFRS 9 — “Financial instruments”:

e An entity’s business model for managing the financial asset; and

e The characteristics of the financial asset’s contractual cash flows: solely payments of principal and interest
(SPPI).

Information on the classification process applied by the group is set out in the following chart:

oly What is the p— What is the applicable Alternative options
yments of princips measurement category?

Yes

Derecognition

A financial asset is derecognised when, and only when, the contractual right to receive cash flows expires or the
financial asset is transferred and the transfer qualifies for derecognition. A financial asset is considered to have
been transferred if, and only if, the contractual rights to receive the cash flows from the said financial asset have
been transferred or if the contractual rights to receive the cash flows have been retained but the group has accepted
a contractual liability to deliver such cash flows to one or more beneficiaries. When the contractual rights to receive
the cash flows have been retained, the group only treats the operation as a transfer if all of the following conditions
have been met: (i) when the group is not forced to pay amounts to the beneficiary other than the amounts received
from the original asset; (i) when the group is prevented from selling the original asset under the terms of the transfer
agreement; and (iii) when the group must pay the cash flows received, without any material delays and the cash
flows cannot be reinvested up until such payment has been made.

When a financial asset’s contractual cash flows have been renegotiated or in any other way modified and such a
renegotiation or modification does not result in its derecognition, the group recalculates the financial asset’s gross
balance sheet amount and recognises profit or loss based on the difference from the previous gross balance sheet
amount. The asset’s new gross balance sheet amount is assessed as the present value of renegotiated or modified
cash flows, discounted at the asset’s original effective rate (or adjusted interest rate in the case of loans purchased
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or originated credit impaired) or, when applicable, the revised effective interest rate. Any costs or commissions
incurred are included in the new gross balance sheet amount and amortised over the asset’s remaining life.

A scenario in which the modification of the contractual cash flows results in the financial asset’'s derecognition
implies the following:

a. The need to analyse the characteristics of the new instrument’s cash flows for the purpose of ascertaining
if the contractual conditions meet SPPI criteria;

b. Initial recognition of the new financial asset at its fair value, with the recognition of any difference between
the former asset’s net book value in profit and loss;

c. If the contractual modifications derive from the restructuring of an asset owing to a debtor’s financial
difficulties, the new asset is defined as being POCI (purchased or originated credit impaired) with
impairment losses always being recognised on the basis of a lifetime PD, i.e. the new asset can never be
classified in stage 1;

d. The new asset’s amortised cost will be measured on the basis of expected cash flows;

e. The new financial asset recognised as the result of a contractual modification of a financial asset previously
marked for forbearance (in accordance with Commission implementing regulation (EU). 2015/227 of
January 9, 2015 and in conformity with the internal policy defined by the group), will continue to be marked
as such, with the cure period being reinitiated from the date of the last restructuring operation; and

f.  For a financial asset originally classified in stage 3 for impairment model purposes and whose contractual
modification leads to its respective derecognition, the new financial asset to be recognised will continue to
be classified in stage 3 and may, based on the triggers defined by CGD for default definition purposes, be
subsequently transferred to stage 2.

Reclassification of financial assets

If the group makes changes to its financial asset management business model (which is only expected to occur
relatively infrequently and on an exceptional basis) all of the affected financial assets are reclassified in conformity
with the requirements of IFRS 9 — “Financial instruments”. The reclassification is implemented prospectively from
the date upon which it becomes effective. Under IFRS 9 — “Financial instruments”. Reclassifications of equity
instruments on whose fair value assessment through other comprehensive income or other financial assets and
liabilities at fair value where the fair value option has been exercised, are not permitted.

Fair value

As stated, “Financial assets at fair value through profit or loss” and “Financial assets at fair value through other
comprehensive income” are measured at their fair value.

The fair value of a financial instrument comprises the amount at which an asset or financial liability can be sold or
liquidated between independent, informed parties, interested in realising the transaction under normal market
conditions.

The fair value of financial assets is measured by a CGD body which is independent from the trading function, based
on the following criteria:

e Closing price at the balance sheet date, for instruments traded in active markets;

e Measurement methods and techniques are used for debt instruments not traded in active markets
(including unlisted securities or securities with low liquidity levels) and include:

i) Bid prices published by financial information services such as Bloomberg and Reuters, including
market prices available on recent transactions;

ii)  Bid prices obtained from financial institutions operating as market-makers; and

iii) Internal measurement models, based on market data which would be used to define the price of
a financial instrument, reflecting market interest rates and volatility, in addition to the instrument’s
associated liquidity and credit risk.

e Investment funds not traded in active markets are measured on the basis of their last available NAV (net
asset value). Whenever considered appropriate, NAV may be adjusted on the basis of the group’s critical
appraisal of the measurement criteria applied to the assets under the management of these investment
funds.
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Amortised cost

Financial instruments at amortised cost are initially recognised at fair value, net of the income or costs directly
attributable to the transaction. Interest is recognised in accordance with the effective interest rate method.

Interest on impaired financial assets (stage 3) is recognised on the basis of the rate used to discount the future
cash flows inherent to the measurement of the impairment loss.

b) Financial liabilities

Financial liabilities are registered on the agreement date, at their respective fair value, net of the costs directly
attributable to the transaction. Financial liabilities are classified in the following categories:

i Financial liabilities held-for-trading

Financial liabilities held-for-trading include derivatives with a negative revaluation value, in addition to the
short selling of fixed and variable-income securities in active markets.

These liabilities are recognised at their respective fair value. Profit or loss resulting from their subsequent
valuation is recognised in “Income from financial operations”.

ii.  Other financial liabilities

This category includes credit institutions’ and customers’ resources, bond issuances, subordinated
liabilities and liabilities incurred on payments for the provision of services or purchase of assets, recognised
in “Other liabilities”.

These financial liabilities are measured at amortised cost. Any interest thereon is recognised by the
effective interest rate method.

c¢) Derivatives and hedge accounting

The group’s activity includes derivatives operations to meet the needs of its customers and reduce its exposure to
foreign exchange, interest rate and price fluctuations.

Derivatives are registered at their fair value at the agreement date. They are also recognised in off-balance sheet
accounts at their respective notional value.

The fair value of derivatives not traded in organised markets is calculated by using models which incorporate
measurement techniques based on discounted cash flows which also reflect counterparties’ credit and own credit
risk (credit value adjustments and debt value adjustment - CVA/DVA).

Embedded derivatives

Derivatives embedded in other financial instruments recognised in liabilities are separated out from the host contract
and processed separately, whenever:

e The embedded derivative’s economic characteristics and risks are not closely related to the economic
characteristics and risks of the host contract; and

e The total combined financial instrument is not recognised at fair value, with any variations being recognised
in profit and loss.

The biggest impact of this procedure on the group’s activity consists of the need to separate out and measure the
value of derivatives embedded in deposits and debt instruments, i.e. instruments whose returns do not comprise
interest (such as returns indexed to share prices or indices, exchange or other rates). At the time of separation, the
derivative is recognised at its respective fair value, with the initial amount of the host contract comprising the
difference between the total value of the combined contract and the derivatives’ initial revaluation. No profit is
therefore recognised on the operation’s initial recognition.

Trading derivatives

Trading derivatives include all derivatives not associated with effective hedge relationships, namely:

° Derivatives to hedge the risk on assets or liabilities recognised at fair value through profit or loss,
thus rendering hedge accounting unnecessatry;

° Risk hedging derivatives which do not fulfil the conditions required for the use of hedge accounting
under IFRS 9 - “Financial instruments”, owing to the difficulty in specifically identifying the hedged
items, in cases other than micro-hedges or when the results of the hedge relationship are shown
not to be effective; and
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° Derivatives contracted for trading purposes.

Trading derivatives are registered at fair value. Their results are revalued on a daily basis and recognised in income
and costs for the period in “Income from financial operations”, except for the part relating to accrued and liquidated
interest, which is recognised in “Interest and similar income” and “Interest and similar costs”. Positive and negative
revaluations are recognised in “Financial assets held-for-trading” and “Financial liabilities held-for-trading” balance
sheet accounts, respectively.

Hedge derivatives

These derivatives are contracted for to hedge the group’s exposure to the risks inherent to its activity.

At December 31, 2020 and December 31, 2019 the group only hedged its exposure to changes in the fair value of
financial instruments in its balance sheet, referred to as “Fair value hedges”.

The group prepares formal documentation when a hedge relationship is entered into, to include the following
minimum aspects:

° Risk management objectives and strategy associated with the hedge operation, according to
defined risk hedging policies;

° Description of hedged risk(s);
° Identification and description of hedged and hedging financial instruments; and
° Hedge effectiveness and periodicity assessment method.

Hedge derivatives are registered at fair value and their results recognised daily in income and costs for the period.
If the hedge proves to be effective, the group also recognises the change in fair value of the hedged element,
attributable to the hedged risk, in “Income from financial operations” in profit and loss for the period. In the case of
instruments such as interest rate swaps, which include an interest component, accrued interest for the current
period and realised cash flows are recognised in “Interest and similar income” and “Interest and similar costs” in
net interest income.

Hedge accounting is discontinued whenever hedges cease to meet the hedge accounting requirements defined in
the standard. In such situations adjustments to hedged elements up to the date upon which hedge accounting
ceases to be applied, are recognised in profit and loss up to the maturity of the corresponding financial assets or
liabilities, based on the effective interest rate method.

Positive and negative revaluations of hedge derivatives are recognised in specific asset and liability accounts,
respectively.

Measurements of hedged elements are classified in the balance sheet accounts in which the instruments are
recognised.

a) Impaired financial assets

The impairment model of IFRS 9 — “Financial instruments” applies to the following financial assets:
e Allfinancial assets at amortised cost (including lease agreements - IAS 16 — “Leases”);
e Debtinstruments at fair value through other comprehensive income (FVTOCI);

e The rights and obligations referred to in IFRS 15 - “Revenue from contracts with customers”, when this
standard refers to IFRS 9 -“Financial instruments”;

e Assets which translate the right to the reimbursement of payments made by an entity when liquidating the
liabilities recognised under IAS 37 — “Provisions, contingent liabilities and contingent assets”; and

e Loan liabilities (unless measured at fair value through profit or loss).

These financial assets are divided up into 3 risk groups:
e Stage 1 - Assets without a significant deterioration in credit risk since the time of their initial recognition;
e Stage 2 - Assets with a significant deterioration in credit risk since the time of their initial recognition; and
e Stage 3 - Impaired assets (assets in default).

Depending upon the classification of the operation’s stage, credit losses are estimated on the basis of the following
criteria:
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e 12 month expected losses. This is the expected loss deriving from a loss event occurring in the 12 months
following the calculation date, applied for stage 1 operations; and

e Lifetime expected losses. This is the expected loss based on the difference between the contractual cash
flows and the cash flows the entity expects to receive up to the contract’s maturity. The expected loss is
the result of all potential loss events up to maturity and is applied for stage 2 and 3 operations.

Although IFRS 9 - “Financial instruments” does not define a concept of default, CGD group applies the same
definition of default as used for management purposes, on an internal credit risk level, which incorporates the EBA’s
recommendations as defined in its “Final Report on Guidelines on Default Definition (EBA-GL-2016-07)” published
on September 28, 2016.

Stage 2 classification is based on the observation of a significant increase in credit risk (SICR) since the time of
initial recognition.

The quantitative metric used to determine when an asset is transferred to stage 2 is based on a comparison of the
deterioration of the forward-looking probability of lifetime default between the date of initial recognition and the
reporting date.

Qualitative criteria for the transfer of a financial asset to stage 2 were also considered: credit in arrears for more
than 30 days (backstop), restructured credit based on financial difficulties and objective credit risk criteria noted
when monitoring customers.

Although based on historical and current information, measurements of the expected loss should also incorporate
reliable, reasonable, justifiable and forward-looking projection scenarios, which are available at no cost or without
unduly excessive endeavours.

The amount of the expected credit loss to be recognised accordingly considers a forward-looking component based
on the weighting of 3 different macroeconomic scenarios (central, pessimistic and optimistic). The scenarios to be
considered are defined on a methodological approach comprising the projection of macroeconomic variables in
which the probabilities of the occurrence of each of the scenarios are defined internally.

Evidence of impairment is measured on individually significant exposures and individually or collectively for
exposures which are not individually significant. If considered that there is no objective evidence of impairment for
a certain exposure, whether or not significant, it is measured collectively.

2.9. Non-current assets held-for-sale and assets and liabilities disposal groups

IFRS 5 — “Non-current assets held-for-sale and discontinued operations” applies to individual assets and groups of
assets for disposal, either by sale or another aggregate means, in a single transaction and all liabilities directly
associated with such assets, which may be transferred in the transaction (referred to as “assets and liabilities
disposal groups”).

Non-current assets or groups of assets and liabilities for disposal are classified as being held-for-sale whenever
their book value is expected to be recovered on sale and not continued use. The following requirements must be
met for an asset (or group of assets and liabilities) to be classified in this account:

e There must be a strong probability of sale;
e The asset must be available for immediate sale in its present state; and
e The sale is expected to take place within a year from the asset's classification in this account.

Assets recognised in this account are not depreciated and their value is measured at their acquisition cost or fair
value, whichever the lesser amount, net of the costs incurred on the sale. The assets’ fair value is measured by
appraisers.

Impairment losses are recognised in “Impairment of other assets, net of reversals and recoveries”, if the assets’
book value exceeds their fair value, net of sales costs.

Property and other assets which have been auctioned for overdue credit recovery purposes are also recognised in
this account either (i) at their bid price (ii) at their balance sheet carrying amount, net of impairment on the recovered
loans with which they are directly associated, whichever the lesser amount.

The group periodically analyses the recoverable value of repossessed property on overdue credit or other property
reclassified as non-current assets held-for-sale based on a specially developed impairment model.
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Impairment model

The impairment model for non-current property held-for-sale is split up between individually and collectively
analysed property.

Impairment is measured separately for all property with a gross book value (before impairment) of €3,000 thousand
or more and properties with a lower gross book value, when an individual analysis is justified by their specific
characteristics.

Individual impairment is measured on the basis of an individual analysis of each property’s worth in accordance
with the commercial disinvestment strategy for the property. It includes all information available on demand, supply
and specific risks such as licences, investment needs, occupancy status and rental or other agreements which
could affect the property’s value.

Impairment on other property is measured on the basis of a collective model, namely:

. The collective model for calculating impairment on property is based on an assessment of the
recoverable value of each property and comprises its acquisition price to which an adjustment factor is
applied and discounted over an average length of time estimated for the sale. Both parameters are
measured on the basis of the type of property and the length of time it has been listed in the portfolio.
Impairment is calculated on the difference between the acquisition price and the recoverable amount,

. This collective impairment model applies to all property not included in an individual analysis, except for
properties with promissory contracts or when an immediate sales process is in progress, in which the
recoverable amount is the amount negotiated for its sale. Promissory sales contracts and properties with
an immediate sales process in progress, not in excess of 30 days, are considered valid for this purpose.
If this period is exceeded, impairment is calculated on the basis of the collective parameters model.

A reversal of impairment losses in past periods is always recognised when the property is sold or when there is
evidence to the effect that the previously recognised impairment losses no longer exist or have diminished. An
impairment loss on an asset which has been recognised in past periods is reversed in the event of any change to
the estimates used to measure the asset’s recoverable amount since the time of recognition of the last impairment
loss.

Auctioned assets are written-off. The amount of the respective proceeds is measured by the difference, on the said
date, between its realisation price and respective book value, adjusted for impairment.

2.10. Investment properties

Investment properties are properties held with the objective of receiving income from rentals and/or their
appreciation.

Investment properties are not depreciated and are recognised at fair value, determined annually on the basis of
expert appraisal. Changes in fair value are recognised in “Other operating income” in profit and loss.

2.11. Other tangible assets

Other tangible assets are recognised at their acquisition cost, revalued under applicable legal dispositions and net
of their accumulated depreciation and impairment losses. The costs of repairs, maintenance and other costs
associated with their use, not incorporated in the asset, are recognised as a cost for the period in “Other
administrative costs”.

Up to January 1, 2004, the group had revalued its tangible assets under the terms of the applicable legislation. As
permitted under IFRS 1 - "First time adoption of international financial reporting standards", their book value, in the
transition to IFRS, including the effect these revaluations, was deemed to be a cost, as the respective proceeds, at
the time of the revaluation, generally corresponded to cost or depreciated cost under international accounting
standards, adjusted to reflect changes in price indices. In Portugal, 40% of the increase in depreciation on these
revaluations is not tax deductible and the corresponding deferred tax liability has been recognised.
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Depreciation is recognised on a straight line basis over an asset’s estimated useful life, comprising the period in

which the asset is expected to be available for use, as follows:
Useful life (years)

Property for own use 50 - 100

Equipment:
Furniture and material 8
Machines and tools 5-8
Computer equipment 3-8
Interior fittings 3-10
Transport material 4-6
Security equipment 4-10

Land is not depreciated.

The costs of works on and improvements to the group’s property held under leases is capitalised in this account
and depreciated over an average period of 10 years.

Depreciation is recognised as a cost for the period.

Tests to identify signs of impairment on tangible assets are performed annually. An impairment loss is recognised
in “Impairment of other assets net of reversals and recoveries” in profit and loss whenever the net book value of
tangible assets is higher than their recoverable value (value-in-use or fair value whichever the higher). Impairment
losses may be reversed and also have an impact on profit and loss in the event of a subsequent increase in an
asset’s recoverable value.

The group assesses the adequacy of its tangible assets’ estimated useful lives on an annual basis.
2.12. Leases

IFRS 16 — “Leases” - This standard defines the principles governing the recognition, measurement, presentation
and disclosure of lease agreements, with the objective of providing relevant information that fairly presents the
nature of these transactions.

IFRS 16 made significant changes to the form of the accounting of lease agreements from the viewpoint of the
lessee whose balance sheet should recognise an asset based on right-of-use and a liability for the liabilities inherent
to the referred to agreements, unless this involves a period of less than twelve months or when the underlying asset
has a residual value.

Lessee

The standard defines a unique accounting procedure for lease agreements, based on the recognition of a right-to-
use asset and a lease liability for all lease agreements other than agreements with a maturity of less than 12 months
or leases on low value assets in which the lessee may opt for exemption from the recognition provided for in IFRS
16, in which case it should recognise the lease payments for these agreements as costs.

Lessor

Leases continue to be classified as financial or operating leases with no significant alterations in comparison to the
previous dispositions. Assets under financial leases are recognised in the balance sheet as “Loans and advances
to customers” and reimbursed by the repayment of principal as set out in the agreements’ financial schedules.
Interest included in the instalments is recognised as “Interest and similar income”.

2.13. Intangible assets

This account essentially comprises the costs of acquiring, developing or preparing software for use in the group’s
activities. When the requirements of IAS 38 — “Intangible assets” are met, the direct internal costs incurred on
software development are capitalised as intangible assets. These costs essentially comprise employee costs.

Intangible assets are recognised at their acquisition cost, net of accumulated depreciation and impairment losses.
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Depreciation is recognised on a straight line basis across the assets’ estimated useful lives, which is normally
between 3 and 6 years.

Software maintenance costs are recognised as a cost for the period in which they have been incurred.
2.14. Income taxes

The group pays tax under the fiscal regime set out in the IRC (corporate income tax) code and is taxed under the
special tax regime for corporate groupings of article 69 et seq. of this code. The group perimeter encompassed by
the consolidated tax regime, in which CGD is the dominant entity, comprises all companies with headquarters or
effective management in Portugal, whose total income is subject to the general IRC tax regime, at the highest
standard rate, in whose equity capital it has held either a direct or indirect stake of at least 75%, for a period of more
than a year and when such an equity stake entitles it to more than 50% of the voting rights. The group’s taxable
profit is calculated on the algebraic sum of the separate taxable profit and losses made by each of the companies
in the perimeter.

Branch accounts are included in the respective headquarters’ accounts under the principle of the taxation of global
profit of article 4 of the IRC code. In addition to being subject to IRC, in Portugal, the profit made by branches may
also have to pay local taxes in the countries/territories in which they are established. Local taxes are deductible
from the group’s IRC tax bill as a tax credit in accordance with double taxation agreements under article 91 of the
respective code.

Current tax is calculated on taxable profit for the period which differs from accounting income owing to adjustments
to costs or income which are not relevant for fiscal purposes or only considered in other accounting periods. They
particularly include:

- Income earned by non-resident subsidiaries with a more favourable tax regime

Under article 66 of the IRC code, profit made by non-resident companies benefiting from a clearly more
favourable tax regime is included in CGD’s accounts, in proportion to its equity stake and independently of its
distribution, provided that CGD has a direct or indirect equity stake of at least 25%, voting rights or rights to
income or a part of such entities’ equity.

An entity is considered to benefit from a clearly more favourable regime (i) when it is resident in a territory
listed in a ministerial order approved by the member of government responsible for the finance area or (ii)
when the income tax effectively paid is less than 50% of the IRC rate payable under the IRC code.

The profit, in such cases, is included in the period in which the end of the non-resident company’s tax period
is included in the form of the proportion of its net profit to CGD’s capital holding. The amount of the income
included is deductible from the taxable profit for the period in which the profit is distributed to CGD. CGD does
not recognise any deferred taxes for this situation.

- Impaired credit

Law 98/2019 was published on September 4, 2019. It changes the IRC code on impairment in credit
institutions and other financial institutions and creates rules on non-tax deductible impairment losses not
recognised in taxation periods prior to January 1, 2019. Under this new regime, impairment losses on the
credit risk of individually analysed exposures or analysed on a collective basis and in taxation periods
beginning on or after January 1, 2019, recognised under the terms of the applicable accounting and regulatory
standards (with the exceptions provided for in no. 7 of article 28-C of the IRC code) are now fully deductible.
The rules in force up to December 31, 2018 continue to apply to impairment losses and other value
adjustments for specific credit risk, accounted for in past tax periods, i.e. limiting tax deductions to the amounts
calculated under the dispositions of Bank of Portugal notice 3/95 (subsequently repealed) provided that the
credit was not covered by real rights over immovable assets.

Based on the dispositions of article 4 of the new law, CGD formalised its intention to subscribe for the new
regime for tax periods beginning January 1, 2019 in the form of a communication sent to the director general
of the tax and customs authority on October 31, 2019.

- Credit write-offs

At December 31, 2020 and 2019 the group continued to recognise deferred tax assets for non tax deductible
impairment on credit operations already written off from assets, based on the expectation of their inclusion as
taxable charges in the taxation periods in which the conditions required for their deduction have been met,
both in terms of the delay period (24 months) and compliance with the limits set out in the legislation in force
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on the above dates or, in the event of the occurrence of any of the conditions of article 41 of the corporate tax
code (bad debts).

Impaired financial investments

Under the dispositions of no. 2 of article 28-A of the corporate tax code, impairment losses on securities and
other investments, recognised in accordance with the accounting standards applicable to entities supervised
by the Bank of Portugal are considered to be tax deductible.

Article 51-C of the corporate tax code was amended by the publication of law 42/2016, based on an addendum
to no. 6 and ruling that, for 2017 and following periods, impairment losses and other value adjustments on
equity investments or other own equity instruments, included in taxable income, are considered to be positive
components of taxable profit for the taxation period in which the respective sale has taken place. As a result
of this situation, CGD began to recognise deferred tax liabilities for impaired financial investments as a
deductible tax cost at the time of the recognition of impairment when the intention involves a sale or liquidation
(or when in progress). These liabilities amounted to €23,659 thousand and €39,659 thousand, at December
31, 2020 and December 31, 2019, respectively.

The amount of unrecognised deferred tax liabilities associated with tax deductible impaired financial
investments, in the unlikely event of any changes to the board of directors’ strategy for the management of
such investments, i.e. no prospects of sale or liquidation in the foreseeable future, amounted to €69,139
thousand and €65,586 thousand at December 31, 2020 and December 31, 2019 respectively.

Employee costs

CGD has considered its payment of employee costs which have been processed and recognised in the
accounts, including costs associated with pension liabilities and other post-employment benefits, to be tax
deductible, up to the limit of the contributions effectively paid into the pension fund. This procedure is in line
with the position taken by the secretary of state for fiscal affairs of January 19, 2006, according to which, the
amounts recognised in costs under the terms of the applicable accounting regulations, limited to the amount
of the contribution effectively paid into the pension fund in the same or past periods, under article 43 of the
IRC code, are tax deductible.

Also as a result of the change of accounting policy on the recognition of actuarial gains and losses on pension
plans and other post-employment benefits, with reference to December 31, 2011, the full amount of the
deferred net liabilities balance in CGD’s balance sheet at the said date was recognised as a charge to
reserves. As the component of €60,837 thousand relating to pension liabilities met the requirements of article
183 of law 64-B/2011 of December 30, the negative equity variations originated in 2011, which were not
considered for tax purposes, in the period, are recognised as a deduction from taxable profit, in equal parts,
in the ten years beginning on or after January 1, 2012.

At December 31, 2020 and 2019 CGD had not recognised deferred tax on actuarial or financial profit and loss
on its pension plan for its working employees.

Settlement result

Under article 92 of the IRC code, taxable income, net of deductions for international double taxation and fiscal
benefits, may not be less than 90% of the amount that would have been assessed if the taxpayer (i) did not
enjoy fiscal benefits and (ii) did not make supplementary contributions to pension funds and the like to cover
retirement pension liabilities as a result of the implementation of the international accounting standards.

The referred to limitation does not apply to the fiscal benefits listed in no. 2 of the same article.

CGD did not make any adjustments to the assessment of its taxable income for 2020 and 2019 as a result of
the application of this article.

Deferred tax

Total income tax recognised in profit and loss includes current and deferred tax.

Deferred tax comprises the impact of temporary deductible or taxable differences between the book value of assets
and liabilities and their fiscal basis, used to assess taxable profit on tax recoverable/payable in future periods.

Whereas deferred tax liabilities are normally recognised for all temporary taxable differences, deferred tax assets
are only recognised to the extent of the probability of the existence of sufficient future taxable profit to enable the
corresponding deductible tax differences or carry-back of tax losses to be used. Neither are deferred tax assets
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recognised in cases where their recoverability is questionable on account of other situations, including different
interpretations of the tax legislation in force.

Nor is deferred tax on temporary differences originating on the initial recognition of assets and liabilities in
transactions which do not affect accounting income or taxable profit recognised.

The principal situations that give rise to temporary differences within CGD’s activity are provisions, impairment and
employee benefits which are temporarily non-tax deductible.

Deferred taxes are calculated on the basis of the tax rates expected to be in force upon the temporary differences’
reversal dates, comprising the approved or substantially approved rates, at the balance sheet date.

Income tax (current or deferred) is recognised in profit and loss for the period, unless their originating transactions
have been recognised in other equity accounts. The corresponding tax, in these situations, is also recognised as a
charge to equity.

2.15. Provisions and contingent liabilities

A provision is created whenever a current (legal or constructive) obligation resulting from past events involves the
probable future expenditure of resources and when this may be reliably assessed. The amount of the provision
comprises the best estimate of the amount to be paid to liquidate the liability at the date of the balance sheet.

When not probable, the future expenditure of resources is considered to be a contingent liability. Contingent
liabilities are required to be disclosed unless the probability of their occurrence is remote.

Provisions for other risks are for:

o Liabilities for guarantees provided and other off-balance sheet liabilities, based on a risk analysis of
operations and respective customers; and

e Legal, fiscal and other contingencies resulting from the group’s activity.
2.16. Employee benefits

Liabilities for employee benefits are recognised in accordance with the principles of IAS 19 — “Employee benefits”.
The group’s principal benefits include retirement and survivors’ pensions, healthcare costs and other long term
benefits.

Pensions and healthcare liabilities

CGD group has several pension plans, including defined benefit and, in several situations, defined contribution
plans. CGD has established a defined benefit pension plan, which aims to ensure the payment of retirement,
disability and survivors' pensions to its employees. Other group companies, including Banco Comercial do Atlantico
and Banco Nacional Ultramarino (Macau) also have liabilities for defined benefit plans.

Healthcare for CGD headquarters’ active and retired employees is also provided by Caixa Geral de Depositos’s
social services and funded by contributions from CGD headquarters and its employees.

CGD also has liabilities for contributions to SAMS (healthcare services) for former BNU employees retiring prior to
the July 23, 2001 merger between BNU and CGD.

The liability for defined benefit plans recognised in the balance sheet comprises the difference between the present
value of liabilities and fair value of pension funds’ assets. Total liabilities are calculated by specialised actuaries,
using the unit credit projected method and appropriate actuarial assumptions. The rate used for liabilities
discounting procedures is based on the market yields of investment grade corporate bonds denominated in the
currencies in which the liabilities are paid and with similar periods to maturity to the average settlement period on
liabilities.

Profit and loss on differences between the actuarial and financial assumptions and the effective amounts regarding
the evolution of liabilities and pension fund yield, in addition to changes to actuarial assumptions are recognised as
a charge to “Other reserves”.

As the group does not usually assume any liability for defined contribution plans, other than its annual contributions,
no additional costs are recognised.

Retirement pensions and healthcare costs for the period, including current servicing requirements and net interest
costs are aggregated and recognised in the appropriate “Employee costs” account.

The impact of employees’ early retirements, as defined in the actuarial study, is also directly recognised in
“Employee costs”. CGD also recognises a specific liability for the impact of the change to “inactive” status of those
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employees with whom it has entered into redundancy agreements. This provision is recognised as a charge to
“Employee costs” in profit and loss.

Liabilities for healthcare costs are recognised in "Provisions for the costs of employee benefits" (note 24).

Other long term benefits

CGD also has other liabilities for long term benefits to its workers, including liabilities for early retirements, career
bonuses (seniority bonus up to 2019) and grants for deaths occurring prior to the standard retirement age. Death
grants after the standard retirement age are the responsibility of the pension fund.

Liabilities for such benefits are also measured by actuarial assessments. All actuarial profit and loss is recognised
as a charge to profit and loss for the period under IAS 19 — “Employee benefits” for the type of benefits identified.

Liabilities for the costs of career bonuses (seniority bonus up to 2019) and death grants are recognised in "Other
liabilities" (note 26) and "Provisions for the costs of employee benefits" (note 24), respectively.

Short term benefits

Short term benefits, including employees’ productivity bonuses, are recognised on an accrual basis in “Employee
costs” for the respective period.

Redundancy benefits

Redundancy benefits include the costs of redundancy agreements between the group and its employees. These
costs are recognised in “Employee costs” in profit and loss.

2.17. Commissions

As referred to in note 2.8, commissions on credit operations and other financial instruments, i.e. commissions
directly charged or paid on originating operations, are recognised over the course of such operations, in “Interest
and similar income” and “Interest and similar costs”.

Commissions for services provided are usually recognised as income across the period of the
provision of the service or as a lump sum if resulting from single acts.

2.18. Issuance of equity instruments

The issuance of equity instruments is recognised at the fair value of the compensation received, net of the
issuance’s direct costs.

Preference shares issued by the group are classified on the basis of the criteria defined in IAS 32 — “Financial
instruments: disclosure and presentation”. Accordingly, in situations in which payments of dividends and/or
redemptions are exclusively at the group’s discretion, the securities issued are considered to be equity instruments.
Preference shares issued by subsidiaries fulfilling these requirements are recognised in “Non-controlling interests”
in the consolidated balance sheet.

2.19. Securities and other items held under custody

Securities and other items held under custody, i.e. customers' securities, are recognised in off-balance sheet
accounts, preferably at their fair or nominal value.

2.20. Cash and cash equivalents

For the preparation of its cash flow statement, the group considers “Cash and cash equivalents” to be the “Cash
and cash equivalents at central banks” and “Cash balances at other credit institutions” total.

2.21. Critical accounting estimates and significant judgmental aspects in the application of
accounting policies

The application of the above referred to accounting policies requires CGD and group companies’ executive

committee to make estimates. The following estimates have the greatest impact on the group's consolidated
financial statements, as set out below.

a) Measurement of impairment losses on loans and advances to customers

Impairment losses on loans measured at amortised cost are based on the methodology defined in note 2.8. d). This
measurement is, inter alia, based on the weighting of a series of factors reflecting knowledge of a customer’s
situation, treatment of historical data and value of the guarantees associated with the operations in question and,
as such, is highly subjective.
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The group considers that impairment measured by this methodology enables the risks on its credit portfolio to be
adequately recognised, in line with the rules defined in IFRS 9 — “Financial instruments”.

b)  Assessment of impairment losses on debt instruments at fair value through other comprehensive income

According to the measurement requirements on such assets, fair value changes are recognised as a charge to
other comprehensive income. Whenever the results of the analyses (note 2.8. d)), show the existence of
impairment, the amount of the estimated loss is re-classified from other comprehensive income to costs for the
period.

This measurement is based on available market information and includes modelling assumptions and judgements,
changes to which could produce different results. The group, however, considers that impairment measured by the
use of this methodology adequately reflects the risk associated with such assets, taking into account the rules
defined in IFRS 9 — “Financial instruments”

c) Measurement of financial instruments not traded in active markets

Under IFRS 9 - “Financial Instruments”, the group measures all financial instruments except for those recognised
at amortised cost, at fair value. The measurement models and techniques described in note 2.8. are used to
measure the value of financial instruments not traded in liquid markets. The measurements obtained comprise the
best estimate of the fair value of the referred to instruments, at the date of the balance sheet. To ensure adequate
separation between functions, the value of such financial instruments is measured by a body that is independent
from the trading function.

d) Measurement of non-current assets held-for-sale — investments in subsidiaries

The measurement of investments in subsidiaries recognised in “Non-current assets held-for-sale” accounts is based
on measurement methodologies mainly supported by external valuations, using different fair value measurement
techniques, considering the management body’s estimates for each entity, the market conditions in which they
operate and certain assumptions or judgments. Alternative methodologies and use of different assumptions and
estimates may result in a different valuation level for these investments.

e) Employee benefits

As referred to in note 2.16, above, the group’s liabilities for its employees’ post-employment and other long term
benefits are measured on an actuarial basis. The actuarial calculations incorporate, inter alia, financial and actuarial
assumptions on mortality, disability, wages and pension growth, returns on assets used to hedge these liabilities
and discount rates. The assumptions reflect the group’s and its actuaries’ best estimate of the future performance
of the respective variables.

f)  Income tax assessment

Group entities assess the amount of tax on profit (current and deferred) on the basis of the rules defined by the
current fiscal environment. In several cases, however, tax legislation is not sufficiently clear and objective and may
give rise to different interpretations. The amounts recognised in such cases represent CGD group entities
responsible bodies’ best understanding of the correct classification of the operations although this may be
challenged by the fiscal authorities.

The group’s recognition of deferred tax assets, including those for the carry-back of tax losses, is based on the
expectation of future taxable profit enabling their realisation, assessed on the basis of more up-to-date projections
of accounting income and considering the target for reducing non-performing assets. The recoverability of deferred
tax assets is, therefore, contingent upon the successful implementation of the strategy by CGD’s board of directors,
namely the capacity to generate the estimated taxable profit and interpretation of fiscal legislation in force in the
future (note 19).

9) Property valuations

Property valuations, recognised in "Non-current assets held-for-sale" consider a set of judgmental assumptions
which are contingent upon each asset's specific characteristics and the group’s commercial strategy. The
assumptions regarding future events may not occur or, even if they do occur, their actual results could be different.
By way of example, changes may occur on a level of property market expectations, relevant macroeconomic
variables or on a level of the intrinsic characteristics of the actual property and its physical surroundings.

h)  Provisions and contingent liabilities

As referred to in note 2.15. above, provisions are always recognised whenever a present (legal or constructive)
obligation requires a probable future payment and when this may be reliably assessed.
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Contingent liabilities are not recognised in the financial statements. Information thereon is disclosed if the possibility
of the need to make payments is not classified as being remote.

Decisions regarding the recognition of provisions and their respective measurement take into account the board of
directors’ assessment of the risks and uncertainties associated with the processes in progress and expected
confirmation of future cash flows, based on the best information available on the date upon which the financial
statements are filed.

i) Impairment of investments in associates and joint enterprises

The group undertakes an annual year-end evaluation of the recoverable value of its investments in associates and
joint enterprises. Recoverable value is measured on the basis of valuation methodologies using discounted cash
flow techniques, considering the board of directors' strategy for each entity, market conditions value over time and
business risks for which specific assumptions or judgements are employed to estimate their fair value.

Alternative methodologies and the use of different assumptions and estimates could result in a different level of
valuation of investments in associates and joint enterprises and, consequently, its impact on the group’s profit and
loss

i) Covid-19 pandemic

As referred to in the introductory note, the year 2020 was marked by the devastating impacts of the Covid-19 pandemic,
as a severe respiratory illness caused by the acute respiratory syndrome CORONAVIRUS known as SARS-CoV-2 on
the world economy.

In spite of the high levels of uncertainty over the extent and depth of this crisis, existing indicators show an unparalleled
fall of GDP in most countries and the scenario of a global recession is currently a certainty.

The worldwide response to this unprecedented situation from governments and central banks includes fiscal and
monetary policy measures which are highly focused on stabilising the financial conditions of diverse economic actors
to protect business and minimise the risk of loss of household income.

Owing to this context, the group’s financial statements for the period ended December 31, 2020 reflect the board
of directors’ best evaluation of the pandemic’s potential financial effects, including asset values and measurements
of expected credit portfolio losses, which will be monitored and continuously revised across the period. The principal
impacts of this situation on the credit risk measurement component are set out in greater detail in note 43 — “Covid-
19 - impacts and mitigation measures”.
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3. Group companies and transactions in period

The group’s structure on a level of its principal subsidiaries, sectors of activity and respective financial data taken
from its separate, statutory financial accounts, unless otherwise expressly indicated, is summarised below:

31-12-202 31-12-2019

S Equit: Equit
Activity / Entity Head office participating ?a) Y Net income (za) Y Net income
interest

Holding Companies

Caixa - Participagdes, SGPS, S.A. Lisbon 100.00% 105,278 11,650 136,662 30,051
Parbanca, SGPS, S.A. Madeira 100.00% 81,368 13,084 112,353 30,054
Partang, SGPS, S.A. = = = = 112,364 17,784
Banking
Banco Comercial do Atlantico, S.A. Praia 58.19% 69,218 12,540 55,903 8,839
Banco Comercial e de Investimentos, S.A. Maputo 63.05% 230,292 37,158 283,474 57,804
Banco Caixa Geral Brasil, S.A. Séo Paulo 100.00% 48,310 (2,540) 72,547 1,669
Banco Interatlantico, S.A.R.L. Praia 70.00% 25,033 2,746 21,845 4,329
Banco Nacional Ultramarino, S.A. (Macau) Macau 100.00% 756,260 46,070 838,205 70,222
Caixa - Banco de Investimento, S.A. (b) Lisbon 99.77% 381,583 9,045 373,717 17,354
CGD Inwestimentos CVC, S.A. Sé&o Paulo 100.00% 3,582 23 5,027 674
Banco Caixa Geral Angola, S.A. Luanda 51.00% 101,548 22,431 143,250 53,369

Specialised Credit
Caixa Leasing Factoring, Sociedade Financeira de Crédito, S.A. - - - - 145,172 24,807
Asset Management
Caixa Gestéo de Ativos, S.A. Lisbon 100.00% 37,792 8,557 39,999 7,319
CGD Pensoes - Sociedade Gestora de Fundos de Pensdes, S.A. Lisbon 100.00% 12,380 2,590 12,661 2,871

Venture Capital

A Promotora, Sociedade de Capital de Risco, S.A.R.L. Praia 45.33% 4,026 47) 4,081 103
Caixa Capital - Sociedade de Capital de Risco, S.A. Lisbon 99.77% 15,217 1,651 16,849 3,648
Real Estate
Imobci, Lda. Maputo 46.31% 382 312 173 (227)
Caixa Imobiliario, S.A. Lisbon 100.00% 19,816 (3,475) 23,291 9,499
Inmobiliaria Caixa Geral S.A.U. Madrid 100.00% (75,469) (530) (78,340) (1,760)

Complementary Corporate Groupings
Groupment d'Interet Economique Paris 100.00% - - - -
Sogrupo - Compras e Senicos Partilhados, ACE Lisbon 90.00% - - - -

Special Purpose Entities and Investment Funds

Fundo de Capital de Risco Empreender Mais Lisbon 100.00% 61,926 (534) 24,646 2,026
Fundo de Capital de Risco Caixa Fundos Lisbon 100.00% 118,868 3,138 115,730 6,514
Fundo de Capital de Risco Caixa Crescimento Lisbon 100.00% 82,689 206 82,483 (2,530)
Caixagest Private Equity - Fundo Especial de Investimento Lisbon 30.14% 63,009 1,075 65,957 862
Caixagest Imobiliario Internacional - Fundo Especial de Investimento Lisbon 32.82% 102,549 1,079 146,538 6,173
Caixagest Imobiliario Internacional - Fundo Especial de Investimento Lisbon - - - 80,665 8,684
Fundolis - Fundo de Investimento Imobiliario Fechado Lisbon 100.00% 47,170 (3,457) 50,627 (1,065)
Fundiestamo - Fundo de Investimento Imobiliario Fechado Lisbon 78.08% 165,492 11,587 161,043 12,920

(a) Equity includes net income for the year.
(b) Data taken from consolidated financial statements.

Information on the principal movements of group subsidiaries for the period ended December 31, 2020 and 2019
is given below:

Fundo de Capital de Risco Grupo CGD (FCR Grupo CGD)

The fund’s capital was reduced by €169,970 thousand in 2019 based on the extinguishing of 6,798 investment
units. It now has a subscribed capital of €47,289 thousand, comprising 907 fully subscribed for investment units.
The fund was incorporated into FCR Empreender Mais — Caixa Capital on May 28, 2020.
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Imocaixa
Imocaixa was merged with Caixa Imobiliario in December 2019 and all of its activity incorporated by it.

Fundger and Caixa Gestédo de Ativos

Fundger - Sociedade Gestora de Fundos de Investimento Imobiliario, S.A. was incorporated into Caixa Gestédo de
Ativos (former Caixagest), in December 2019 to which the full amount of its contribution was transferred.

Beirafundo e Ibéria

In October 2019, the group concluded the sale of Beirafundo and Iberia.

Cidades de Portugal — Fundo de Investimento fechado de Arrendamento

The fund was liquidated on May 25, 2020.

Luxembourg branch

The Luxembourg branch was liquidated on April 30, 2020.
Spain branch
The Spain branch was liquidated on March 31, 2020.

Partang, SGPS, S.A.

The merger of Partang SGPS, S.A. into CGD Portugal was registered in December 31, 2020. In that date, all of the
residual assets of the merged entity were incorporated by CGD, including the shares held by Partang in BCG Angola
(Note 2.4).

Inmobiliaria Caixa Geral

With the closure of the Spain branch in March of 2020, Inmobiliaria Caixa Geral’'s equity stake is now held by CGD.
The liquidation of the branch was preceded by the transfer of properties registered in its balance sheet to
Inmobiliaria Caixa Geral. The transaction was made under a shareholder’s capital increase in the amount of 3.401
mEuros.

Caixa Leasing e Factoring - Sociedade Financeira de Crédito, S.A.

As part of CGD’s implementation of its strategic plan across the period 2017-2020, a revision of the organisational
model supporting the specialised credit business was defined as one of the levers of the structural rationalisation
and talent management initiative through the integration of group company Caixa Leasing e Factoring (CLF) into
CGD'’s organic structure.

Additional work carried out in 2020, made it possible, on December 31, 2020, to finalise CLF’s incorporation into
CGD and meet the strategic plan’s requirements in terms of simplifying CGD group structure

Caixagest Infraestruturas — Fundo Especial de Investimento

Investment in the Fundo Caixagest Infraestruturas fund declined, in line with the strategy to reduce its exposure to
the type of assets invested in by the fund as defined by the group. Investment in the fund was reduced to 16.27%
in November 2020. In light of the reduction of the investment in this fund and owing to the unlikelihood of a short to
medium term trend reversal, CGD considered that this was the time to eliminate Caixagest Infraestruturas from the
consolidation perimeter pursuant to the application of IFRS 10.
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4. Cash and cash equivalents at central banks

This account comprises the following:

31-12-2020 31-12-2019

Cash 560,392 702,191
Demand deposits in central banks 9,718,319 6,601,976
10,278,712 7,304,167
Interest on demand deposits in central banks (933) (361)
10,277,778 7,303,807

The objective of CGD'’s sight deposits with the Bank of Portugal is to comply with the minimum cash reserves
requirements of the European Central Banks System (ECBS).

The funds deposited at central banks by CGD and the group banks at December 31, 2020 and December 31, 2019
complied with the minimum limits defined by the regulations in force in the countries in which they operate.
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5. Cash balances at other credit institutions

This account comprises the following:

31-12-2020 31-12-2019

Cheques for collection

- Portugal 37,535 43,021
- Abroad 11,615 9,433
49,150 52,454

Demand deposits

- Portugal 155,297 158,261

- Abroad 488,614 300,911
643,911 459,172

Accrued interest 1,437 1,854
694,498 513,480

Cheques pending collection are cheques drawn by customers of other banks and sent for clearing. These amounts
are collected in the first few days of the following period.

144



6. Loans and advances to credit institutions

This account comprises the following:

31-12-2020 31-12-2019

Interbank money market 40,000 40,000

Term deposits

- Portugal 110,273 180,247
- Abroad 1,166,384 1,191,081
Loans

- Portugal (©)] 2,340
- Abroad 379,068 351,408

Other applications

- Abroad 636,197 716,725
Purchase operations with resale agreement 288,025 225,783
Owerdue loans and interest 27 27
2,619,967 2,707,610
Accrued interest 873 1,393
Deferred income (422) (2,821)
2,620,419 2,706,182
Impairment (Note 38) (3,100) (1,382)
2,617,319 2,704,800

"Purchase operations with resale agreements" at December 31, 2020 and December 31, 2019 related to contracts
for the acquisition of financial instruments with a resale agreement at a future date at a predefined price. The
financial instruments acquired in these operations are not recognised in the balance sheet and their purchase price
continues to be recorded as loans to credit institutions, measured at their respective amortised cost. These
operations were contracted for under GMRASs (global master repurchase agreements), which provide mechanisms
to strengthen the collateral associated with such transactions on the basis of the evolution of their respective market
value, which is assessed on specifications agreed between the counterparties, usually in the form of surety
deposits.

Information on impairment movements on loans and advances to credit institutions, for the periods ended December
31, 2020 and December 31, 2019 is set out in note 38.
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7. Financial assets at fair value through profit or loss

This account comprises the following:

31-12-2020 31-12-2019
e e I T
Held for trading | through profit or Total Held for trading | through profit or Total
loss loss
Debt instruments
- Public issuers:
. Public debt securities 30,899 - 30,899 13,249 - 13,249
. Treasury bills 1,551,559 S 1,551,559 2,037,187 = 2,037,187
. Bonds of other public issuers
Foreign 1,567,119 = 1,567,119 3,489,630 2 3,489,630
- Other issuers:
. Bonds and other securities:
Residents - 98 98 1,142 96 1,238
Non-residents 23,542 = 23,542 22,327 = 22,327
3,173,119 98 3,173,217 5,563,536 96 5,563,632
Equity instruments
Residents 1,146 225,822 226,968 5,606 211,571 217,176
Non-residents 459 116,657 117,116 8,305 121,441 129,745
1,605 342,478 344,084 13,910 333,011 346,922
Other financial instruments
Residents - 480,568 480,568 - 470,657 470,657
Non-residents - 334,247 334,247 - 462,632 462,632
- 814,815 814,815 - 933,289 933,289
Loans and receivables
Loans and advances to customers - 92,463 92,463 - 110,718 110,718
Other loans and receivables - 21,552 21,552 - 24,038 24,038
= 114,015 114,015 = 134,756 134,756
Derivatives with positive fair value (Note 10)
- Swaps 505,003 S 505,003 530,280 = 530,280
- Futures and other forward operations 9,617 - 9,617 7,661 - 7,661
- Options - shares, currency and commodities 14,803 - 14,803 24,181 - 24,181
- Caps and floors 357,013 - 357,013 293,937 - 293,937
886,436 = 886,436 856,059 = 856,059
4,061,160 1,271,407 5,332,567 6,433,506 1,401,152 7,834,658

The "Other financial instruments" account, at December 31, 2020 and December 31 2019, includes €396,815
thousand and €469,805 thousand, respectively, in subscriptions for investments in vehicles created under financial
assets lending operations (loans and advances to customers).

Following their transfer (to the company itself or companies held by the corporate vehicle in which CGD has a
stake), these assets were derecognised from the balance sheet, as the respective IFRS 9 - “Financial instruments”
requirements, i.e. the transfer of a substantial part of the risks and benefits associated with credit operations and
their respective control were considered to have been met. The corporate vehicles in which CGD has a controlling
interest continue to enjoy management autonomy. To ensure the neutrality of operations, at the time of their
realisation, impairment on the estimated losses on the transferred assets was set against the value of the equity
investment in the respective associated corporate vehicles. Following their initial recognition, these positions reflect
the revaluation of such companies' equity.
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Information on CGD’s exposure to such assets at December 31, 2020 and December 31, 2019 is as follows:

31-12-2020 31-12-2019

Fundo Imobiliario Aquarius 91,021 103,400
Fundo Recuperacdo, FCR 53,373 70,161
Flit-Ptrel SICAV 184,961 205,398
OXl Capital, SCR 14,780 28,100
Predicapital FEIIF 11,555 11,555
Fundo Recuperagao Turismo, FCR 23,324 30,692
Fundo Imobiliario Vega 14,546 16,169
Nexponor - Sociedade Especial de Investimento Imobiliario de Capital Fixo - SICAFI 3,255 4,330

396,815 469,805

As the value of the asset transfer funds, at December 31, 2020 and December 31, 2019, considers the group’s
analysis of the recoverable value of each fund’s equity, the amount recognised may be less than the respective
NAV (net asset value) as calculated and disclosed by the management companies. Internal criteria applied to the
valuation of the funds is presented in note 43 — “Disclosures on financial instruments” chapter “Restructuring funds”.

At December 31, 2020 and December 31, 2019, the balance sheet carrying amount of the unit trust and property
investment funds managed by group entities and recognised in the financial assets at fair value through profit or
loss portfolio, was as follows:

31-12-2020 31-12-2019

Securities Real Estate Securities Real Estate

Investment Investment Investment Investment
Funds Funds Funds Funds

Book value 10.575 127.323 - 63.561
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8. Financial assets at fair value through other comprehensive
income

This account comprises the following:

31-12-2020 31-12-2019

Debt instruments

- Public debt 2,294,176 1,816,670
- Other public issuers 3,473,940 606,744
- Other issuers 953,748 1,021,664

6,721,864 3,445,078

Equity instruments

- Measured at fair value 72,767 75,686
72,767 75,686

Other instruments 62,148 79,560
6,856,779 3,600,323

Impairment (Note 38)

- Debt instruments (863) (1,809)
(863) (1,809)
6,855,916 3,598,515

The details on the group’s exposure to “Other instruments” account category of financial assets at fair value through
other comprehensive income — “investments in vehicles created under financial assets lending operations”, at
December 31, 2020 and December 31, 2019, are set out below:

31-12-2020 31-12-2019
resene reserve

Discovery Portugal Real Estate Fund 62,143 (22,657) 79,274 (4,079)

CGD opted to classify and measure this equity instrument at fair value through other comprehensive income in
conformity with the option provided by IFRS 9 — “Financial instruments” (note 2.5). Internal criteria applied to the
valuation of the funds is presented in note 43 — “Disclosures on financial instruments” chapter “Restructuring funds”.

The fair value reserves, net of deferred taxes associated with assets measured at fair value through other
comprehensive income, amounted to €155,387 thousand and €169,042 thousand at December 31, 2020 and
December 31, 2019 respectively (note 28).
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9. Financial assets with repurchase agreements

Information on financial assets with repurchase agreements, at December 31, 2020 and December 31, 2019, is set

out below:
31-12-2020 31-12-2019

At fair value through fair value reserves

Debt instruments

. Foreign debt securities 13,877 10,737
13,877 10,737

The group entered into financial assets sales operations with a purchase agreement at a future date and predefined
price with financial institutions and customers during the course of the period ended December 31, 2020 and in
20109.

Financial instruments ceded in sales operations with repurchase agreements are not derecognised from the
balance sheet and their value continues to be measured in accordance with the accounting policies applicable to
the underlying assets. The difference between their sales and repurchase prices is recognised as interest income
and deferred over the period of the agreement.

Liabilities on the repurchase agreements are recognised as a liability in “Customers’ resources and other loans —
other resources — operations with repurchase agreements” (note 22).
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10. Derivatives

The group’s activity includes operations on derivatives to meet the needs of its customers and reduce its exposure
to foreign exchange, interest rate and price fluctuations.

The group controls the risk of its derivatives activities on the basis of operations’ approval procedures, definition of
exposure limits per product and customer and daily oversight of the respective results.

The value of these operations, at December 31, 2020 and December 31, 2019 was measured in conformity with
the criteria described in note 2.5.c). Information on the operations’ notional and book values at the said dates is

given below:

Forward foreign exchange transactions

Fowards
Purchase
Sale

Swaps

Currency swaps
Purchase
Sale

Equity swaps
Purchase

Sale

Interest rate swaps and cross currency interest rate

swaps
Purchase
Sale
Futures
Currency
Long positions
Short positions
Interest rate
Long positions
Short positions
Equity
Long positions
Short positions
Other
Long positions
Short positions
Options
Currency
Purchase
Sale
Equity
Purchase
Sale
Interest rate (Caps & Floors)
Purchase

Sale

191,347
191,236

992,527

1,015,417

1,681
1,681

19,298,741
19,272,315

39,419

1,066

22,618

13,513
533

355,357
463,916

2,896
3,108

13,861
98

571,230
524,634
42,977,192

191,347
191,236

992,527
1,015,417

1,681
1,681

614,740 19,913,481
617,606 19,889,921

39,419

1,066

1,427,933 1,450,551
13,513
533

355,357
463,916

2,896
3,108

13,861
98

571,230
524,634

2,660,278 45,637,471
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31-12-2020

Assets held for | Liabilities held

trading

2,876

1,144

607

503,252

6,741

119

14,684

357,013

886,436

for trading

(2,754)

(24,491)

(521,991)

(©)

(14,703)

(357,450)

(921,391)

Book value

Hedglng den\mtlves

Total
Assets Liabilities

122

(23,347)

607

7,325 (56,295) (67,710)

6,741

116
(19)
(437)

7,325 (56,295) (83,926)



Forward foreign exchange transactions

Fowards
Purchase
Sale

Swaps

Currency swaps
Purchase
Sale

Equity swaps
Purchase

Sale

Interest rate swaps and cross currency interest rate
swaps

Purchase
Sale

Eutures

Currency
Long positions

Interest rate
Long positions
Short positions

Equity
Long positions
Short positions

Other
Long positions
Short positions

Options

Currency
Purchase
Sale

Equity
Purchase
Sale

Interest rate (Caps & Floors)
Purchase

Sale

131,317
131,019

1,186,580

1,198,754

2,641
2,641

26,411,158
26,356,671

73,657

5,215
698,270

11,907
4,043

201,444
361,158

4,200
4,200

14,603
11,609

910,759
844,142
58,565,989

131,317
131,019

1,186,580
1,198,754

2,641
2,641

56,066 26,467,225

61,633 26,418,304

73,657

5,215
698,270

11,907
4,043

201,444

361,158

4,200

4,200

14,603
11,609

910,759
844,142

117,699 58,683,689

31-12-2019

Assets held for | Liabilities held

trading

1,004

2,269

140

527,822

6,656

120

24,110

293,937

856,059

for trading

(727

(17,001)

(75)

(569,638)

(71)

(27,210)

(293,929)

(908,651)

Book value
g den\mtlves
Total
Assets
277
(14,732)
65
7,186 (3,169) (37,800)
6,656
49
(3,099)
8
7,186 (3,169) (48,575)

Derivatives recognised in "Assets held-for-trading", "Liabilities held-for-trading”, "Hedge derivatives - assets" and
"Hedge derivatives - liabilities" at December 31, 2020 and December 31, 2019, include operations collateralised by
surety accounts to hedge the fair value of lending and borrowing exposures between CGD and various financial
institutions. The balances deposited by these financial institutions with CGD and by CGD with these financial
institutions the above dates are recognised in "Other liabilities - resources - surety account” (note 26) and "Other
assets - debtors and other assets - other debtors" accounts (note 20), respectively.

At December 31, 2020 the balance sheet carrying amount of operations with derivatives having positive and
negative fair values, collateralised by surety deposits or securities, totalled €319,625 thousand and €916,883
thousand, respectively (€543,280 thousand and €860,804 thousand, respectively in December 2019).

Details on the value of CVAs (credit value adjustments) and DVAs (debt value adjustments) are given in note 43.
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Information on the distribution of derivatives operations, at December 31, 2020 and December 31, 2019 by periods
to maturity (notional amounts) is set out below:

31-12-2020

> 3 mon > 6 months > 1 year
<= 3 months | <= 6 months <= 1year <=5 years > 5 years Total

Forward foreign exchange transactions

Fowards
Purchase 89,041 71,714 30,592 - - 191,347
Sale 88,980 71,724 30,532 - - 191,236
Swaps

Currency swaps
Purchase 990,251 2,275 - - - 992,527
Sale 1,013,167 2,250 - - - 1,015,417
Equity swaps
Purchase 798 - - 883 - 1,681

Sale 798 5 . 883 . 1,681

Interest rate swaps and cross
currency interest rate swaps

Purchase 1,131,617 556,395 1,111,876 7,230,248 9,883,345 19,913,481
Sale 1,131,617 559,261 1,111,876 7,203,822 9,883,345 19,889,921
Eutures
Currency
Long positions 39,419 - - B - 39,419

Interest rate

Long positions 1,066 - - - - 1,066
Short positions 22,618 . - - 1,427,933 1,450,551
Equity
Long positions - - - - 13,513 13,513
Short positions 533 - - - = 533
Other
Long positions 87,244 - 106,842 161,271 - 355,357
Short positions 168,809 - 263,125 31,981 - 463,916
Options
Currency
Purchase 198 2,281 417 - - 2,896
Sale 411 2,281 417 - - 3,108
Equity
Purchase - = 56 13,805 - 13,861
Sale - - 60 38 - 98

Interest rate (Caps & Floors)

Purchase 101,100 27,273 310,080 108,903 23,874 571,230
Sale 101,100 2,973 300,174 99,514 20,873 524,634
4,968,768 1,298,427 3,266,046 14,851,347 21,252,882 45,637,471
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31-12-2019

> 3 months > 6 months > 1year
<= 3 months | <= 6 months <= 1year <= 5 years > 5 years Total

Forward foreign exchange transactions

Forwards
Purchase 91,433 24,877 15,008 - - 131,317
Sale 91,277 24,768 14,973 - - 131,019
Swaps

Currency swaps
Purchase 992,225 66,915 127,440 - - 1,186,580
Sale 1,005,302 66,998 126,454 - - 1,198,754
Equity swaps
Purchase s 959 - 1,681 = 2,641

Sale . 959 . 1,681 . 2,641
Interest rate swaps and cross
currency interest rate swaps

Purchase 544,705 722,762 2,011,999 10,405,629 12,782,130 26,467,225
Sale 544,325 722,762 2,011,855 10,355,238 12,784,124 26,418,304
Eutures
Currency
Long positions 73,657 - - - - 73,657

Short positions - - - - - -

Interest rate

Short positions 698,270 - 5 - - 698,270
Equity
Long positions - - - 11,907 - 11,907
Short positions 4,043 - - = = 4,043
Other
Long positions 43,976 14,335 73,662 69,472 - 201,444
Short positions 114,983 39,549 110,202 93,061 3,363 361,158
Options
Currency
Purchase 1,254 617 2,330 - - 4,200
Sale 1,254 617 2,330 - - 4,200
Equity
Purchase 9,364 3,322 1,854 63 - 14,603
Sale . 9,520 2,025 65 - 11,609

Interest rate (Caps & Floors)

Purchase 139,691 62,700 158,907 542,088 7,373 910,759
Sale 139,691 62,776 129,288 508,415 3,972 844,142
Other - - - - - -
4,500,667 1,824,435 4,788,325 21,989,302 25,580,961 58,683,689
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Information on the distribution of derivatives operations, by counterparty type, at December 31, 2020 and December
31, 2019, is set out below:

31-12-2020 31-12-2019

Forward foreign exchange transactions

Fowards
Financial institutions 181,800 (847) 108,686 161
Other 200,784 969 153,650 116
382,584 122 262,335 277
Swaps
Currency swaps
Financial institutions 1,975,546 (23,327) 2,094,450 (13,723)
Other 32,397 (20) 290,884 (1,009)
2,007,944 (23,347) 2,385,335 (14,732)
Equity swaps
Other 3,362 607 5,281 65
3,362 607 5,281 65
Interest rate swaps and cross currency interest
rate swaps
Financial institutions 37,289,798 (239,341) 49,700,539 (243,897)
Other 2,513,603 171,631 3,184,990 206,098
39,803,402 (67,710) 52,885,528 (37,800)
Eutures
Currency
Stock exchange 39,419 - - -
Financial institutions - - 73,657 -
39,419 - 73,657 -
Interest rate
Stock exchange 1,451,616 - 25,017 -
Customers = S 678,469 o
1,451,616 = 703,486 =
Equity
Stock exchange 533 - (13,502) -
Financial institutions = = 14,358 =
Customers 13,513 6,741 15,095 6,656
14,045 6,741 15,951 6,656
Other
Stock exchange 819,272 - 562,602 -
819,272 - 595,455 -
Options
Currency
Other 6,004 116 8,401 49
6,004 116 8,401 49
Equity
Financial institutions 13,958 520 26,212 5,283
Other 1 (538) - (8,383)
13,959 (19) 26,212 (3,099)
Interest rate (Caps & Floors)
Financial institutions 678,362 (332,421) 1,349,570 (271,429)
Other 417,502 331,984 405,331 271,437
1,095,863 (437) 1,754,901 8
45,637,471 (83,926) 58,683,689 (48,575)
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11. Accounting for hedging activities

As referred to in note 2.8. c), the group performs derivative transactions with the objective of hedging its exposure
to the risks inherent to its activity. For the financial years 2020 and 2019 the hedge accounting in accordance with
the requirements of IFRS 9 applied to the change in the fair value hedge model associated with interest rate risk
on the securities portfolio in addition to non-subordinated debt issued under the EMTN programme.

Hedge derivatives are measured at their fair value and their respective variations are recognised as a charge to
profit or loss. The fair value of derivatives not traded in organised markets is calculated using internal models that
incorporate discounted cash flow valuation techniques and, whenever available, observable market data. According
to the fair value ranking criteria set out in note 43, these instruments are classified at level 2.

The following is a breakdown of hedging instruments at December 31, 2020 and December 31, 2019:

31-12-2020

Book value

>3m S
> 1 year
e | 2oy | wa |

Derivatives for hedging the fair value of interest
rate changes
Interest rate swaps and cross currency interest rate

swaps
Purchase 13.440 601.300 614.740 - (2.553) (46.418) (48.971)
Sale 16.306 601.300 617.606 - - - -
Interest rate futures
Sale - 1.427.933 1.427.933 - - - -
29.746 2.630.533 2.660.278 - (2.553) (46.418) (48.971)
Unit:1000

Derivatives for hedging the fair value of interest
rate changes
Interest rate swaps and cross currency interest rate

31-12-2019

Book value

=&/ & > 1 year
<= 6 months Y

swaps
Purchase 1.640 52.292 56.933 6 146 3.864 4.017
Sale 1.496 56.271 60.767 - - - -
3.136 108.563 117.699 6 146 3.864 4.017
Unit:1000

The following is a breakdown of hedged items at December 31, 2020 and December 31, 2019.

31-12-2020 31-12-2019
Hedging element Hedging element

Financial assets at fair value through other

Accumulated
Amounts
Corrections

Adjustment in the
hedge accounting
period (Note 33)

Book value

(Assets /
Liabilities

g 2,520,271 (55,571) 55,700 - -
comprehensive income
public debt 2,094,248 (42,614) 42,615 - -
foreign public debt 426,023 (12,957) 13,085 - =
Bonds issued under the EMTN programme 39,490 (4,565) (814) 57,964 (3,752) (2,183)
2,559,761 (60,137) 54,886 57,964 (3,752) (2,183)

Corresponds to the variation accumulated in the exercise of the fair value of the hedged instruments associated w ith hedging operations, considered for the determination of the ineffectiveness of the

relationship

The group recognised losses of €2,839 thousand (note 33) on the ineffectiveness component of its hedge

relationships in 2020.
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12. Investments at amortised cost

The following is a breakdown of investment balances at amortised cost at December 31, 2020 and December 31,

2019:
31-12-2020 31-12-2019

Public debt 4,059,526 2,979,928

Debt instruments

Other public issuers
Other non-residents 6,916,744 5,731,901
10,976,270 8,711,829

Other issuers

Other non-residents 299,653 314,092
299,653 314,092

11,275,923 9,025,921

Impairment (Note 38) (19,101) (6.684)
11,256,822 9,019,237

Investments at amortised cost, at December 31, 2020 and December 31, 2019 included Angola sovereign debt
instruments for the amount of €245,460 thousand and €322,007 thousand, respectively.

The “Debt instruments — issued by public entities — public debt securities” account at December 31, 2020 and
December 31, 2019, includes securities allocated to the issuance of covered bonds with a balance sheet carrying
amount of €126,110 thousand and €126,410 thousand, respectively.
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13. Loans and advances to customers

This account comprises the following:

Domestic and foreign loans
Loans
Current account loans
Other loans
Other loans and amounts receivable - securitised
. Commercial Paper
. Other
Property leasing operations
Discounts and other loans secured by bills
Equipment leasing operations

Factoring

Overdrafts

Accrued interest

Deferred income, commissions and other cost and income
associated with amortised cost

Owerdue loans and interest

Impairment (Note 38)

The “Domestic and foreign credit — other loans” account, at December 31,

31-12-2020 31-12-2019

37,378,918 37,146,256

977,873 1,295,507
2,848,660 2,782,807
1,340,763 1,848,736
3,419,101 2,716,192

762,397 783,333

141,857 228,758

770,969 720,945
1,250,371 1,097,353

159,962 214,642

49,050,872 48,834,529

123,440 112,251

(23,661) (41,514)
49,150,651 48,905,267

998,173 1,217,093
50,148,823 50,122,360
(2,245,857)  (2,148,816)
47,902,966 47,973,544

2020 and December 31, 2019 includes

€35,453 thousand and €41,882 thousand, relating to CGD’s mortgage and personal loans to its employees,

respectively.

Other credit disposal operations

CGD disposed of a series of mainly non-performing mortgage and non-mortgage loans for a balance sheet carrying
amount before impairment on the transaction date of approximately €623,265 thousand during the course of 2019.
The losses made on these loans were recognised in “Impaired credit net of reversals and recoveries” in profit and loss.

Other loans and advances to customers in the “corporate” portfolio (excluding asset lending operations to funds), with
a balance sheet carrying amount, before impairment, on the transactions’ reference date of approximately €263,928
thousand were also disposed of in 2019. There were no disposals in 2020.
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The “Loans” portfolio at December 31, 2020 and December 31, 2019 includes mortgage loans assigned by CGD
as part of securitisation operations. Movements in this loan account, in 2020 and 2019, were as follows:

Nostrum
Mortgages n°2

Balances at 31-12-2018 3,368,894
Repayments (281,709)
Repurchase (2,844)
Other (9,215)
Balances at 31-12-2019 3,075,126

Sale of new loans -

Repayments (231,963)
Repurchase (13,409)
Other (2,591)
Balances at 31-12-2020 2,827,163

The group is fully responsible for the liabilities associated with this operation which are therefore eliminated in the
preparation of its consolidated financial statements.

The “Loans” account, at December 31, 2020 and December 31, 2019 includes mortgage loans with a book value
of €6,251,886 thousand and €7,123,691 thousand, respectively, allocated to the issuance of covered bonds.

The assets pool collateralising the referred to issuances, at December 31, 2020 and December 31, 2019 also
included debt securities with a book value of €126,110 thousand and €126,410 thousand, respectively, at these
dates (note 12).

Information on impairment movements in 2020 and 2019, is given in note 38.
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14. Non-current assets and liabilities held-for-sale

Information on non-current assets and liabilities held-for-sale balances at December 31, 2020 and December 31,
2019, is set out below:

ASSETS 31-12-2020 31-12-2019

Property and equipment 472.883 562.572
Subsidiaries
Banco Caixa Geral Brasil, S.A. 183.778 312.367
Banco Comercial do Atlantico, S.A. 793.437 787.110
CGD Investimentos CVC, S.A. 4.666 6.768
Other non-current assets and liabilities held
for sale 3.402 -
1.458.165 1.668.817

Impairment (Note 38)

Property and equipment (250.481) (263.795)
Subsidiaries (48.659) (71.475)
Subsidiaries (77) (77)
(299.216) (335.346)
1.158.949 1.333.471
LIABILITIES
Subsidiaries
Banco Comercial Atlantico 724.154 734.123
Banco Caixa Geral Brasil, S.A. 139.050 244.847
CGD Inwestimentos CVC, S.A. 1.083 1.741
864.287 980.711

The income generated by held-for-sale business units, in 2020 and 2019, is itemised in "Income from subsidiaries
held-for-sale", in consolidated profit and loss, as set out below:

31-12-2020 31-12-2019

Reclassification | Reclassification
Income for the year |Income for the year |Foreign Exchange| Fair-Value Value Obtained Total
Resenes Resenes

Results of subsidiaries held-for-sale

Banco Caixa Geral, S.A. (Espanha) - 8,764 - 26,379 - 35,143
Mercantile Bank Holdings, Ltd. - 13,230 (77,510) (673) 58,033 (6,920)
Banco Comercial do Atlantico, S.A. 18,830 15,392 - - - 15,392
Banco Caixa Geral Brasil, S.A. (2,563) 995 (12,674) - - (11,680)
CGD Investimentos CVC, S.A. 23 674 (9,636) - - (8,962)

16,290 22,973

These entities are classified in the “Other” lines of the business segment (note 39).
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Subsidiaries

In the framework of CGD'’s recapitalisation commitments, agreed between the Portuguese state, as the sole
shareholder of Caixa Geral de Depdsitos and the competent European authorities (see introductory note), CGD
initiated a series of actions in 2016 and 2017, leading to the disposal of the group’s equity stakes in Mercantile
Bank Holdings, Ltd., Banco Caixa Geral, S.A. (Spain), Banco Caixa Geral - Brasil, S.A. and CGD Investimentos
CVC, S.A., namely as regards aspects leading to the identification of and contact with potential investors,
assessment of the relevant legal aspects pertaining to the operation and communication of its intentions to the
relevant supervisors.

The disposal of these companies is important to CGD’s furtherance of its objectives in implementing its strategic
plan. The rationalisation of the group’s international structure aims to focus on intervention in the national
marketplace and to make an active contribution to its development while continuing to provide services to its
customers and Portuguese communities in these geographies.

Decree law 153/2017 of December 22 was published for the purpose of ensuring the adaptation of national
legislation to the particularities of the disposal process on these equity stakes. This decree law regulated the terms
and modalities governing these transactions in addition to the instruments to be used for their implementation.

Accordingly, in conformity with the dispositions of IFRS 5 — “Non-current assets held-for-sale and discontinued
operations”, at December 31, 2017 the assets and liabilities of these business units’ were aggregated and
recognised in “Non-current assets and liabilities held-for-sale — subsidiaries” accounts. Information on the income
from these equity stakes is also set out in a single line of the profit and loss statement. The group does not eliminate
the balances with the other entities in the consolidation perimeter in the consolidation process of the entities
classified under the referred to standard. The group successfully disposed of 99.79% of the share capital of BCG
Spain to Abanca Corporacion Bancaria, S.A. and 100% of the equity shares of Mercantile to Capitec Bank Limited
during the course of 2019.

Impairment of €21,593 thousand on the equity stake in Mercantile and €135,463 thousand in the case of BCG Spain
(note 38) was reversed as a result of the sale of these two subsidiaries.

The completion of these two sales operations fulfilled the objectives of one of the main Pillars of CGD'’s strategic
plan in achieving a significant increase in its capital levels, particularly owing to its deleveraging operations.

As regards the BCG Brasil disposal process, the period of political instability affecting the country in 2018 was
responsible at that stage for various delays to the completion of several initiatives which had initially been scheduled
and which could only be further developed across the course of 2019. The government’s approval, in August 2019,
of the tender documents for the direct sale of BCG Brazil's equity shares held directly by Caixa Geral de Depdsitos
was particularly important.

On September 4, the Portuguese government selected three investors for stage Il, which was initiated on
September 25 (following the publication of the ministerial order announcing the periods for stage Il on September
24) and whose bidders were able to prepare a comprehensive due diligence report on BCG Brazil and interact with
CGD on strategic matters, in addition to key aspects underpinning the transaction documents.

Although binding offers were received on December 16, 2019, none of the bids received were considered
acceptable by CGD and the process was brought to an unsuccessful conclusion.

Initiatives leading to an assessment of the opportunity to initiate new contacts with potential investors were resumed
during the course of 2020, notwithstanding the uncertainty deriving from the current pandemic. In spite of the current
difficulties, partly associated with the impact of Covid-19, CGD’s board of directors still intends to dispose of the
equity stake in BCG Brasil and is considering the circumstances and terms under which it may be undertaken in
accordance with its objectives and best interests of its shareholder.

Following a partial review of CGD’s recapitalisation commitments, Caixa Geral de Dep6sitos, S.A. decided in
January 2019, to dispose of its shareholding in Banco Comercial do Atlantico in the Republic of Cape Verde (BCA),
having initiated the process and the development of the respective legal and procedural terms. Decree law
146/2019, approving the terms governing the full or part sale of CGD’s shares in BCA was published in September
2019. A number of initiatives have been taken, since then, to select potential investors as a precondition for the
evolution of the negotiating process.

Impairment of €48,659 thousand and €71,475 thousand was recognised on BCA and BCG Brasil, at December 31,
2020 and December 31, 2019 with the objective of adjusting the equity value of these units’ assets and liabilities to
their respective estimated fair value, net of disposal costs (note 38) at the said date.
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Banco Caixa Geral — Brasil, S.A.

Information on the key financial data of Banco Caixa Geral — Brasil, at December 31, 2020 and December 31, 2019,

is set out below:
ASSETS 31-12-2020 31-12-2019

Cash balances and loans and receivables at other credit ins 28,520 150,282
Financial assets at fair value through profit or loss 26,697 60,703
Financial assets at fair value through other comprehensive ir 63,416 1,913
Financial assets with repurchase agreement 1,312 10,856
Non-current assets held-for-sale 9,132 11,848
Other tangible assets 238 444
Intangible assets - 14
Investments in associates and subsidiaries excluded from c 8,548 12,065
Current tax assets 685 346
Deferred tax assets 12,401 15,677
Loans and advances to customers 41,495 58,389
Other assets (117) 1,894

TOTAL ASSETS 192,325 324,431

LIABILITIES AND EQUITY

Resources of other credit institutions 39,202 73,992
Customer resources 83,989 148,770
Financial liabilities at fair value through profit or loss 12,095 11,724
Prowisions for guarantees and other commitements 341 466
Provisions for other risks 618 1,603
Current tax liabilities 520 2,920
Deferred tax liabilities 1,529 3,423
Other liabilities 756 1,949
TOTAL LIABILITIES 139,050 244,847
TOTAL EQUITY, of which: 53,276 79,584
Revaluation reserves (401) (1,069)
192,325 324,431

Note: On December 31, 2020 and December, 2019, the individual balance sheet of Banco Caixa Geral Brasil,

incorporates the Interest it holds on CGD Investimentos, CVC, in the amount of 8,548 tEuros and 12,065 tEuros.
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Other income and expenses
Interest and similar income
Interest and similar expenses
Income from senices rendered and commissions
Cost of senices and commissions
Income from equity instruments (*)
Results from financial operations
Employee costs
Other administrative costs

Depreciation and amortisation

Provisions and impairments, net of reversals and recoveries

Other

Income tax

NET INCOME

31-12-2020 31-12-2019

10,057 19,886
(3,797) (12,906)
541 878
(38) (90)
- 377
2,871 2,019
(4,139) (6,023)
(3,009) (4,030)
(104) (152)
(6,547) 44
(519) (464)
(4,685) (460)
2,122 1,832
(2,563) 1,372

(*) - In December 31, 2019, the caption "Income from equity instruments" includes the amount of 377 thousand Euros, of
dividends distributed by CGD Investimentos, CVC, held 100% by Banco Caixa Brasil.

The balances set out in the preceding tables include operations with other group entities and were not eliminated
in the consolidation process, details on which are given in the following table:

31-12-2020 31-12-2019

Assets

Liabilities 41,895

223
76,533

31-12-2020 31-12-2019

Other income

Other expenses
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CGD Investimentos, CVC

Information on the key financial data of CGD Investimentos, CVC, at December 31, 2020 and December 31, 2019,

is set out below:
ASSETS 31-12-2020 31-12-2019

Cash balances and loans and receivables at other credit institutions 4,336 6,253
Financial assets at fair value through profit or loss 71 -
Other tangible assets 3 -
Current tax assets 150 280
Other assets 105 234

TOTAL ASSETS 4,665 6,768

LIABILITIES AND EQUITY

Provisions for other risks 126 116
Current tax liabilities 100 190
Deferred tax liabilities 539 995
Other liabilities 319 439
TOTAL LIABILITIES 1,083 1,741
TOTAL EQUITY, of which: 3,582 5,027
4,666 6,768

31-12-2020 31-12-2019

Other income and expenses

Interest and similar income 127 1,106
Results from financial operations - @
Employee costs - (28)
Other administrative costs (135) (209)
Provisions and impairments, net of reversals and recoveries 9 9
Other (12) (103)
(29) 754

Income tax 52 (81)
NET INCOME 23 674
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The balances set out in the preceding tables include operations with other group entities and were not eliminated
in the consolidation process, details on which are given in the following table:

31-12-2020 31-12-2019

ASSETS 2,921 3,642
31-12-2020 31-12-2019
Other income 76 672

Banco Comercial Atlantico, S.A. (Cape Verde)

Information on the key financial data of Banco Comercial do Atlantico, S.A. at December 31, 2020 and December

31, 2019 is set out below.
ASSETS 31-12-2020 31-12-2019

Cash balances and loans and receivables at other credit institutions 269,076 271,413
Financial assets at fair value through other comprehensive income 531 510
Non-current assets held-for-sale 14,486 13,432
Investment property 13 13
Other tangible assets 16,555 16,479
Intangible assets 426 557
Investments in associates and subsidiaries excluded from consolidation 4,011 5,465
Current tax assets 423 363
Deferred tax assets 1,574 1,637
Loans and advances to customers 465,894 458,044
Other assets 20,803 19,552

TOTAL ASSETS 793,792 787,465

LIABILITIES AND EQUITY

Resources of other credit institutions 969 621
Customer resources 711,043 718,789
Provisions for employee benefits 2,453 2,381
Prowisions for guarantees and other commitements 171 243
Provisions for other risks 773 117
Current tax liabilities 2,361 5,503
Deferred tax liabilities 1,736 1,735
Other liabilities 4,647 4,734
TOTAL LIABILITIES 724,154 734,123
TOTAL EQUITY, of which: 69,638 53,342
Revaluation resenves 290 274
793,792 787,465

Note: The individual balance sheet of Banco Comercial Atlantico, S.A., incorporates the interest it holds over A Promotora, Sociedade de
Venture Capital, S.A.R.L., in the amount of 355 mEuros (net impairment).
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Other income and expenses
Interest and similar income
Interest and similar expenses
Income from senices rendered and commissions
Cost of senices and commissions
Income from equity instruments
Results from financial operations
Employee costs
Other administrative costs
Depreciation and amortisation
Provisions and impairments, net of reversals and recoveries

Other

Income tax
INCOME BEFORE TAX AND NON-CONTROLLING INTERESTS
Non-controlling interests

NET INCOME

Restated

31-12-2020 31-12-2019

30,933
(5,411)
3,719

(628)
15
1,042
(9,013)
(5,028)
(1,707)
2,791
(570)
16,142
2,264
18,406
424
18,830

32,000
(7,390)
4,344
(636)
310
1,791
(9,686)
(5,916)
(1,575)
3,953
223
17,419
(2,641)
14,778
614
15,392

The balances set out in the preceding tables include operations with other group entities and were not eliminated

in the consolidation process, details on which are given in the following table:

31-12-2020 31-12-2019

ASSETS 10,084 19,787
LIABILITIES 680 311
31-12-2020 31-12-2019
Other income 45 301
Other expenses 43 40
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Foreign currency reserves

As referred to in note 2.5., at the time of the disposal of the equity stakes denominated in a functional currency
other than the euro, profit and loss on the exchange rates previously recognised in "Other reserves" will be
transferred to profit and loss for the period as they constitute an integral part of the profit or loss made on the
transaction. For this purpose and in light of the requirements of IAS 21 — “The effects of changes in foreign exchange
rates”, operations classified as a reimbursement of the amount invested, and namely when comprising share capital
reductions are also considered to be reductions of an interest in subsidiaries. The amount of foreign currency
reserves to be reclassified to profit and loss, in such cases, is measured by the proportion of the amount of the
reimbursement to the total amount of the investment.

Accumulated profit and loss on foreign exchange operations, at December 31, 2020, recognised as a charge to
"Other reserves" as part of the consolidation of units classified as non-current assets and liabilities held-for-sale,
comprises losses of approximately €79,503 thousand (€58,014 thousand at December 31, 2019).

Property and equipment

As described in note 2.10, non-current assets held-for-sale also include property and other assets received on
credit recovery operations.

Information on the above asset movements for 2020 and 2019 is set out below:

Balances at 31-12-2019 Balances at 31-12-2020

Accumulated - Sales and write- | Other transfers Impairment Accumulated
Gross value . . Acquisitions . Gross value . .
impairment offs and adjustments (Note 37) impairment

Non-current assets held for sale

Property 560,278 (257,514) 47,923 (116,327) (21,287) 13,854 470,588 (243,659)
Other 2,294 (2,094) - - - (4,728) 2,294 (6,822)
562,573 (259,607) 47,923 (116,327) (21,287) 9,126 472,883 (250,481)

Balances at 31-12-2018 Balances at 31-12-2019

Accumulated S Sales and write- | Other transfers Impairment Accumulated
Gross value q " Acquisitions 3 Gross value _
impairment offs and adjustments (Note 37) impairment

Non-current assets held for sale

Property 765,985 (333,007) 84,908 (276,107) (14,508) 11,753 560,278 (257,514)
Other 3,435 (2,982) 11,759 (12,899) . . 2,294 (2,094)
769,420 (335,989) 96,667 (289,007) (14,508) 11,753 562,573 (259,607)

Net income from non-current assets and liabilities held-for-sale, in 2020 and 2019, amounted to €38,829 thousand
and €91,992 thousand, respectively (note 34), of which €2,585 thousand and €3,397 thousand, respectively, in
costs for maintaining these assets in the period prior to their disposal.
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15. Investment properties

Information on “Investment properties” movements, in 2020 and 2019, is set out below:

Balances at 31-12-2018 809,963
Acquisitions 678
Revaluations (Note 34) 2,738
Sales (626,297)
Transfers from tangible assets and non-current

(1,406)
assets held-for-sale
Other (11)
Balances at 31-12-2019 185,666
Acquisitions 2,117
Revaluations (Note 34) 5,253
Sales (547)
Transfers from tangible assets and non-current

(1,490)
assets held-for-sale
Other (2,150)

Balances at 31-12-2020 188,849

Investment properties owned by the group, at December 31, 2020 and December 31, 2019 are recognised at fair
value. Profit and loss on the revaluation of these properties is recognised as a charge to “Other operating income”
(note 2.10) in profit and loss.

The "Investment properties" account at December 31, 2018 included €727,490 thousand in property owned by the
Fundimo and Fundiestamo funds, respectively.

The group reduced its exposure to the Fundimo fund during the course of 2019 in which it no longer had a controlling
interest. This explains why this entity ceased to be member of the consolidation perimeter (under IFRS 10).

The group sold its equity stake in the Ibéria and Beirafundo funds in 2019 (note 3).

The "Investment properties" account at December 31, 2020 and December 31, 2019 included €155,615 thousand
and €152,839 thousand, respectively, in property owned by the Fundiestamo fund. Revaluations of the properties
held by this fund in 2020 amounted to €2,583 thousand.

The other properties recognised in this account essentially derive from overdue credit recoveries.

Measurement methodologies and fair value assessment

The measurement of the fair value of investment properties, in addition to other relevant factors, takes into
consideration the type, characteristics and geographies of the properties, with the objective of assessing the best
price to be achieved on their disposal under normal market conditions. Fair value is assessed by appraisers who
should employ at least two of the following methods:

e  Market comparison method. The market comparison method estimates the transaction price of a specific asset
based on prices and other relevant information on market deals involving identical or comparable (similar)
properties. It generally employs statistical methods after the various items of market data obtained have been
harmonised. This is the principal method used whenever there is a significant number of known transactions.

e Income method. The income method estimates the value of an item of property by capitalising the annual
amount of rents or annual operating income from the activity being performed in the building. When, over time,
changes in income are likely to be more significant than generally expected in the market, discounted cash
flows (DCF) techniques are used. The income method is applied in the case of the effective rental of a property,
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when the property is for rent, when the rental market for the type of property being valued is active or when
the property is to be exploited economically.

e Cost method. The cost method estimates the value of property on the basis of the amount which would
currently be needed to obtain alternative property, as a replica of the original or with an equivalent use,
adjusted for obsolescence. It is calculated on the basis of the sum of the acquisition cost of the land and
construction costs (including charges), depreciation based on a property’s present physical, functional,
environmental and economic conditions plus commercialisation costs and its developer's margin/risk. This is
the principal method used when no market information is available on transactions of similar property and no
potential income associated with it is identifiable.

e Residual worth method. The residual worth method estimates the residual worth of the land, constructions to be
rehabilitated or unfinished properties, net of all costs and margins associated with the unfinished construction on
the presumed sales price of the finished property, obtained by the use of the market method.

The availability of relevant data and its relative subjectivity may affect the choice of valuation method/techniques.
The choice, in this case, should be particularly based on those which maximise the use of relevant observable
variables.

The most relevant variables considered for each of the above referred to valuation methods are as follows:

(i) Market comparison method.

e This is the presumed sales price per sqm or presumed sales price per unit (when what is relevant is not
the area but rather the use given to the property e.g. car parks). In liquid markets, these variables are
provided by directly or indirectly observable data in the transaction market, although they may need to be
adjusted (harmonised) depending on the specific characteristics of the property being valued.

(i) Income method.
- Capitalisation technique

e This is the amount of the monthly rent per m? or monthly rent per unit (when what is relevant is not the
area but rather the use given to the property, e.g. car parks). In active rental markets, these variables are
provided by directly or indirectly observable market data, although they may need to be adjusted
(harmonised) depending on the specific characteristics of the property being valued.

e Variables contributing towards the assessment of operating income from the property. These variables
may differ in line with the type of property and are generally assessed on the basis of the property’s
potential income generating capacity, taking into account the information available on the assumptions of
market actors. The data supplied by the entity operating the property may be used in the absence of any
reasonably available information indicating that market actors would not employ different assumptions.

e Capitalisation rate. This is associated with the risk on capital invested, income, liquidity, tax burden, risk-
free interest rate and expectations of market evolution. In active markets, it establishes the existence of a
linear relationship at a certain point of time between the rental and purchase/sales market for a certain
geography and a specific property product segment, with an identical risk and identical evolution of rents.

- Discounted cash flow technique

e Diverse variables may contribute to the estimated cash flow based on the type of property. This technique
is reliant on current expectations of changes to the amounts and times of future cash flows. The inclusion
of a risk adjustment factor based on the uncertainty of this type of measurement is usually required.

e Discount rate. This is considered to be the value of money over time, associated with a risk-free interest
rate and the price to be paid on the uncertainty involved in cash flows (risk premium).

(i) Cost method.

e Construction cost per m?. This variable is essentially reliant upon a property’s construction characteristics
although the place of construction is also a contributory factor. It is based on directly or indirectly
observable construction market data.

Investment properties acquired on credit recovery operations are also included in the analysis of the individual
and collective impairment valuation model on property recognised as non-current assets held-for-sale, whose
principal characteristics are described in note 2.11. The respective fair value, in these cases, is measured by
reference to the assessment of the respective recoverable amount.
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To meet the requirements of IFRS 13 - “Fair value measurement”, the following table provides information on the
investment properties in the group’s portfolio, at December 31, 2020 and December 31, 2019 by type, development
status in terms of their preparation for use and current occupancy, considering the methodologies used to measure

fair value:

Property type State development Occupation Book value Measurement techniques Relevants inputs CIEACE .range i
relevant inputs

Offices

Housing

Stores

Parking

Land

Stores

Other

Concluded

Concluded

Concluded

Concluded

n.a.

Concluded

Rented

Rented

Capitalisation / sale

Rented

Rented

Capitalisation / sale

Sale

149,497
149,497

67
3,020
3,087

50

50
5,100
5,100

13,349
13,349
585

585
171,669

17,180

Income capitalisation method / Market
comparable method

Income capitalisation method / Market
comparable method

Income capitalisation method

Income capitalisation method / Market
comparable method

Market comparable method / Income
capitalisation method

Replacement cost method / Market comparable
method

Income capitalisation method / Market
comparable method

Estimated sale value per m2

Estimated rental value per m2

Estimated rental value per m2

Estimated sale value per m2

Discount rate

Estimated sale value per m2

Estimated sale value per m2

[6,25%:-8,75%]

2

[20000 - 2500]

5.0/ 740

[6,00%-8,00%]

2.400-3.800

1,1/545

Property type State development

Offices

Housing

Stores

Parking

Land

Other

Concluded

Concluded

Concluded

Concluded

n.a.

R e

Rented

Rented

Capitalisation / sale

Rented

Rented

Capitalisation / sale

146,811
146,811

59

(<)

394

1,235

1
16

o

5,130
5,130

14,663

68!

a

18
15,367
169,544
16,122

Market comparable method / Income
capitalisation method

Income capitalisation method / Market
comparable method
Income capitalisation method / Market
comparable method

Income capitalisation method

Income capitalisation method / Market
comparable method

Market comparable method / Income
capitalisation method

Market comparable method / Income
capitalisation method

Market comparable method / Income
capitalisation method

Income capitalisation method / Market
comparable method

31-12-2019

Discount rate

Estimated rental value / sale value per m2
Estimated rental value per m2
Estimated rental value per m2

Estimated sale value per m2

Discount rate

Estimated rental value / sale value per m2
Estimated sale value per m2

Estimated sale value per m2

Reference range of relevant|

inputs

[6,25%-8,75%]

1,6-1,7 / 550-550
2
[20000 - 2500]

7,41 1440

6,00% - 7,50%

1.650-2.700
1.300-1.500 / 750-1.100

175-200

As already stated, valuations of land and buildings maximise the use of observable market data. However, as most
valuations also consider non-observable data, they are classified at level 3 of the fair value ranking of IFRS 13 -
“Fair value measurement”.
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16. Other tangible assets

Other tangible asset movements (net), in 2020 and 2019, were as follows:

Balances at 31-12-2020

Accumulated TEoETs Impaiment Accumulated
EEses dewecwatinn and Acquisitions E_xchange between tangible Olher_transfers Depreciation for | losses, net of |Sales and write- e deprecla_tmn and
impaiment differences — and adjustments the year reversals, for the offs impaiment
losses losses
Premises for own use
Land 62.435 = 4.852 (513) - (780) E - - 65.994 B
Buildings 473.498 (262.515) 14.693 (16.513) = 1.450 (9.678) 549 (379) 467.625 (266.522)
Leasehold improvements 100.504 (77.290) 48 (1.504) 98 (1.773) (3.430) 1.632 (162) 92.068 (73.945)
Equipment
Fittings and office equipment 60.905 (56.031) 2.202 (882) - 201 (1.187) - (170) 59.526 (54.397)
Machinery and tools 24.553 (22.453) 232 (121) - 296 (874) - (129) 23.349 (21.846)
Computer equipment 252.496 (231.596) 8.868 (1.163) (57) 2.766 (9.120) - (925) 247.142 (225.873)
Indoor facilities 342.503 (312.721) 5.118 (1.783) 2.941 (369) (10.094) (490) (31) 344,575 (319.502)
Transport material 10.358 (7.734) 1.087 (448) o 1.087 (1.119) o (665) 8.878 (6.311)
Safety/security equipment 46.892 (43.483) 933 (237) 957 173 (1.433) - ®) 46.832 (43.033)
Other equipment 5.036 (3.129) 58 (410) = 168 (332) - @) 4.189 (2.803)
Lease - right-of-use assets 234.362 (33.738) 3.536 (1.709) (180) 10.355 (35.001) - (409) 237.554 (60.337)
Other tangible assets 9.525 (8.674) 24.472 (3.191) - (373) - - - 30.583 (8.825)
Tangible assets in progress 20.916 - 174 (124) (3.760) (7.610) (157) 34 - 9.474 -
1.643.983 (1.059.365) 66.273 (28.598) - 5.680 i (72.425) 1725 (2.876) 1.637.790 (1.083.394)

Balances at 31-12-2019

Accumulated TS Impaiment Accumulated
Ess vl depreciation and Acquisitions E.xchange . Other‘transfers Depreciation for | losses, net of |Sales and write- Ess vl depreciation and
impaiment differences and adjustments the year reversals, for the offs impaiment
losses losses
Premises for own use
Land 62.378 = 36 47) 84 1.078 = - (1.093) 62.435 =
Buildings 535.115 (272.255) 26.927 (4.351) 821 (46.401) (10.946) 13.252 (13.402) 473.498 (262.515)
Leasehold improvements 109.361 (79.844) 275 (644) 29 275 (5.071) = (1.165) 100.504 (77.290)
Equipment
Fittings and office equipment 68.050 (62.096) 869 (378) 88 (510) (1.205) - 56 60.905 (56.031)
Machinery and tools 26.733 (23.738) 432 @ 1 57) (985) - (183) 24,553 (22.453)
Computer equipment 248.005 (229.738) 13.373 (288) 49 (2.180) (10.261) o 1.941 252,496 (231.596)
Indoor facilities 344.838 (306.008) 1.961 192 67 (2.252) (11.454) 1.029 1.409 342.503 (312.721)
Transport material 11911 (8.625) 1.624 (301) 44 (168) (1.301) o (561) 10.358 (7.734)
Safety/security equipment 47.670 (43.545) 1.646 (41) 41 (695) (1.497) o a71) 46.892 (43.483)
Other equipment 6.157 (3.892) 304 ®) 29 (318) (366) o ®) 5.036 (3.129)
Assets under finance lease = - 5.165 267 = 3.845 (33.747) = T79) 234,362 (33.738)
Other tangible assets 1.174 (1.174) - - - - - - - - -
Tangible assets in progress 9.331 (8.783) 13.222 @) = (12.881) @37 = = 9.525 (8.674)
15.109 - 118 (109) (1.254) 7.840 - 119 (907) 20.916 -
1.485.831 (1.039.697) 65.953 (5.710) - (52.524) (76.871) 14.400 (14.858) 1.643.983 (1.059.365)

Accumulated impairment on other intangible assets, at December 31, 2020 and December 31, 2019 totalled
€24,992 thousand and €23,843 thousand, respectively (note 38).
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17. Intangible assets

Movements in this account, in 2020 and 2019, were as follows:

Balances at 3 Wme offs

Balances at 3. ”

Accumulated ccumulated
Gross value Acquisitions Write-offs ity UETSER et Gross value GEprEsEi
and impaim and adjustments dn‘fe he year and impaiment
losses losses

(5.055) 5.055 - 10.486 (10.486)
(21.246) (401) 22777 159.343 (83.104)
(57.969) (92) - 9.759 (4.139)

32.078 (762) 626 44,674
(52.191) 3.800 23.403 224.262 (97.728)

Balances at 31-12-2019

Accumulated Accumulated
depreciation Other transfers Exc nge |Depreciation for depreciation
Gross value P Write-offs 9 P Gross value P
and impai and adjustments ces year and impaiment
losses losses

(8.192) 8.193 - 15.540 (15.540)
(3.879) (374) 16.492 120.360 (64.888)
(2.098) 205 892 11.640 (5.009)
(40.122) (139) - 12.732
(54.291) 7.885 17.384 160.271 (85.437)

Goodwill

Banco Caixa Geral Angola 15.540 (15.540)
Software 120.360 (64.888) 19.683 - (45)
Other intangible assets 11.640 (5.009) 57.051
Intangible assets in progress 12.732

160.271 (85.437) 76.733 - (45)
Balances at 31-12-2018 Write- offs

Goodwill

Banco Caixa Geral Angola 23.733 (23.733)
Software 343,611 (312.787) 6.806 266.567 (260.964)
Other intangible assets 11.692 (4.347) 14 271
Intangible assets in progress 25.142 - 35.837 (7.985)

404.177 (340.867) 42.656 258.854 (260.964)

Intangible assets in progress, at December 31, 2020 and December 31, 2019, essentially refer to expenses incurred
on the development of software which had not come into operation on these dates.

Write-offs of automatic data processing systems in 2020 and 2019 derived from discontinuations or their

obsolescence.

Accumulated impairment on intangible assets, at December 31, 2020 and December 31, 2019 amounted to €10,725

thousand and €15,779 thousand, respectively (note 38).

Changes in gross value and impairment on goodwill in respect of Banco Caixa Geral Angola across the year are

the result of foreign exchange revaluations.

Research and development costs

CGD spent €4,673 thousand and €2,298 thousand, on research, development and innovation projects, in 2020 and

2019, respectively.
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18. Investments in associates and joint enterprises

The composition of this account, at December 31, 2020 and December 31, 2019 is set out below:

31-12-2020 31-12-2019

Effective Contribution to Effective

participating Book the results of | participating Book
interest (%) Value the group interest (%) Value

Jointly controlled entities

Locarent, S.A. 50.00 20,413 1,491 50.00 19,439
Esegur, S.A. 50.00 8,758 11 50.00 8,699
29,171 1,502 28,138

Associated companies

Fidelidade — Companhia de Seguros, S.A 15.00 427,857 33,586 15.00 359,456
Fidelidade Assistence Consolidated (a) 20.00 - 1,373 20.00 8,254
Multicare - Seguros de Salde, S.A. 20.00 - 2,038 20.00 19,147
SIBS - Sociedade Interbancéria de Senigos, S.A. 22.97 40,387 4,366 22.97 38,340
Banco Internacional de S&o Tomé e Principe, S.A. 27.00 4,495 402 27.00 4,505
Other - 3,687 618 - 4,319

476,426 42,383 434,020
Impairment (Note 38) (439) - (439)

505,158 43,885 461,719

Information on the statutory financial data (unaudited financial statements) of the principal associates and joint
enterprises, at December 31, 2020 and December 31, 2019 is set out below:

31-12-2020
Registered Assets Liabilities Equity (a) Net income Total income
Business sector / Entity office quity

Insurance
Fidelidade — Companhia de Seguros, S.A (b) Lisbon 19,290,643 15,713,577 3,577,066 225,207 3,470,621
Fidelidade Assistence Consolidated Lisbon
Multicare - Seguros de Salde, S.A. Lisbon

Other
Esegur, S.A. Lisbon 41,061 23,546 17,515 22 41,290
Locarent, S.A. Lisbon 274,463 233,637 40,826 2,073 39,587
SIBS - Sociedade Interbancéaria de Senigos, S.A. Lisbon 353,811 177,957 175,854 22,808 199,732

(a) Equity includes net income for the year and excludes non-controlling interests.
(b) Data taken fromthe consolidated financial statements.

31-12-2019
Registered e : . .
. ) ; Assets Liabilities Equity (a Net income Total income
Business sector / Entity office -- (e --

Insurance
Fidelidade — Companhia de Seguros, S.A (b) Lisbon 18,402,544 15,250,135 3,152,409 188,598 3,555,556
Fidelidade Assistence Consolidated Lisbon 58,628 19,418 39,210 3,338 53,748
Multicare - Seguros de Salde, S.A. Lisbon 190,995 98,088 92,907 10,017 324,648
Other
Esegur, S.A. Lisbon 40,943 23,546 17,398 1,150 42,678
Locarent, S.A. Lisbon 284,105 245,228 38,878 2,923 76,012
SIBS - Sociedade Interbancéria de Senigos, S.A. Lisbon 284,879 123,561 161,317 31,082 226,952

(a) Equity includes net income for the year and excludes non-controlling interests.
(b) Data taken from the consolidated financial statements.
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The group received dividends of €3,363 thousand and €4,683 thousand from these entities in 2020 and 2019,
respectively.

Fidelidade

Following the capital increase of Fidelidade, the difference between Fidelidade Assisténcia and Multicare shares
fair value and the value at which they were recognised at the date of the transaction, of €6,096 thousand, was
booked in the “Other operating income” caption (note 34).
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19. Income tax

Tax assets and liabilities balances on income, at December 31, 2020 and 2019 were as follows:

31-12-2020 31-12-2019

Current tax assets

Income tax recoverable 13,249 40,937
Tax credits 420,575 420,575
Other 2,312 2,016

436,137 463,528

Current tax liabilities

Income tax payable 15,291 31,951
Other 1,059 1,050
16,350 33,001

419,786 430,527

Deferred tax assets

Temporary differences 1,305,603 1,393,877
Reported tax losses 8,793 12,348
1,314,396 1,406,225
Deferred tax liabilities 122,899 127,414
1,191,497 1,278,811

The “Current tax assets — tax credit” account at December 31, 2020 and December 31, 2019 refers to the conversion
of deferred taxes into tax credit under the special regime approved by law 61/2014.

Deferred tax movements, for the periods ended December 31, 2020 and December 31, 2019 were as follows:

Balance at Balance at
31-12-2019 31-12-2020

Impairment losses on credit 988,799 - (72,432) - (1,024) 915,343
Employee benefits 258,597 24,988 (56,374) - 980 228,191
Impairment and adjustments to property and tangible and intangible assets 29,559 342 (7,373) - 120 22,648
Measurement of available-for-sale financial assets (69,304) 5,867 - - 6,258 (57,179)
Impairment and other value changes in equity investments and other securitie 27,107 - 22,248 2,655 (5,134) 46,877
Other provisions and impairment not tax deductible 18,947 - (3,509) - 1,024 16,462
Tax loss carry forward 12,348 - (3,555) - - 8,793
Other 12,758 - 4,531 - (6,927) 10,363

1,278,811 31,197 (116,464) 2,655 (4,702) 1,191,497

174



Balance at Balance at
31-12-2018 31-12-2019

Impairment losses on credit 1,643,052 - (242,253) (411,893) (108) 988,799
Employee benefits 265,250 1,775 (9,448) - 1,020 258,597
Impairment and adjustments to property and tangible and intangible assets 32,520 554 (3,628) - 114 29,559
Measurement of available-for-sale financial assets (52,463) (17,392) - - 551 (69,304)
Impairment and other value changes in equity investments and other securitie (42,582) - 84,214 - (14,525) 27,107
Other provisions and impairment not tax deductible 23,770 - (4,821) - ) 18,947
Tax loss carry forward 30,663 - (18,315) - - 12,348
Other 17,518 = 757 (5,517) 12,758

1,917,730 (40,621) (70,881) (6,738) (1,437) 1,278,811

The "Transfers to current tax - impaired credit" column in the table of deferred tax movements in 2019 includes
€420,575 thousand for the conversion of deferred tax assets into tax credit under the special scheme approved by
law 61/2014.

In the same year, the “Other” column includes €964 thousand deriving from the transfer of BCA's assets and
liabilities to non-current assets and liabilities held-for-sale categories (note 14) under IFRS 5 — “Non-current assets
held-for-sale and discontinued operations” to this business unit.

Special regime applicable to deferred tax assets

Caixa Geral de Depdsitos and Caixa - Banco de Investimento subscribed for the special deferred tax assets regime,
in 2014, following the resolutions in favour of their respective general meetings of shareholders.

This regime (and later amendments), approved by law 61/2014 of August 26, includes deferred tax assets on the
non-deduction of costs and negative equity changes with impairment losses on loans (as provided for in nos. 1 and
2 of article 28-A of the IRC code and respective exclusions) and the post-employment or long term benefits of
employees.

The changes to the timeframe of the regime of law 23/2016 of August 19, excluded the costs and negative equity
variations accounted for in the taxation periods beginning on or after January 1, 2016, in addition to their associated
deferred taxes, from its scope of application. The deferred taxes protected by this regime therefore correspond
solely to the assessment of costs and negative equity changes calculated up to December 31, 2015.

Deferred tax assets resulting from the non-deduction of costs and negative equity variations with impairment losses
on loans and the post-employment or long term benefits of employees are converted into tax credit when the
taxpayer’s net income in the respective tax period is negative or, in the event of a voluntary liquidation or court
ordered insolvency. In the case of a conversion resulting from negative net income, the amount of the tax credit to
be attributed will be the result of the proportion of such negative net income for the period and the taxpayer’s total
equity (assessed prior to the deduction of the result) plus the value of CoCo bonds, applied to the eligible deferred
tax assets balance. In cases in which the conversion results from liquidation or insolvency or the taxpayer has
negative equity, the conversion of the deferred tax assets into tax credit shall be made for its total value.

In cases of conversions into tax credit (other than in cases of liquidation or insolvency), a special reserve, plus 10%,
is created for the amount of the respective credit and adjusted when equity is less than share capital by the quotient
between the former and latter which is deducted from the amount of the increased tax credit, together with the
issuance of securities in the form of conversion rights to be attributed to the state that, in the case of CGD, is, at
the same time, its sole shareholder. The consequence of exercising conversion rights is to increase the taxpayer’'s
share capital through the incorporation of the special reserve and issuance of new ordinary shares for free delivery
to the state. This special reserve cannot be distributed. On the date of the issuance of the conversion rights,
shareholders enjoy the potestative right to their acquisition in proportion to their respective investment.
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Information on the type of deferred tax assets recognised by the group and considered eligible under the regime,
at December 31, 2020 and December 31, 2019 is set out below:

Deferred Tax within the scope of the special

, 31-12-2020 31-12-2019
regime for deferred tax assets

Impairment losses on credit 432,813 451,773
Employee benefits 106,796 159,545
539,610 611,318

As a consequence of Caixa Geral de Depdsitos’ assessment of negative net income from its separate activity in
2016, the eligible deferred tax assets at the close of this period were converted into tax credit, based on the
proportion of net income to shareholders’ equity, amounting to €420,575 thousand.

Under the terms of the applicable legislation, the conversion of deferred tax assets was preceded by the creation
of a special reserve of €681,571 thousand, for the amount of the tax credit calculated under the conversion, plus
10% and adjusted in line with the requirements of no. 3 of article 11 of law 61/2014 (note 28). The creation of the
special reserve was accompanied by the issuance and simultaneous attribution of conversion rights for an
equivalent amount to the state. As specified in article 12 of the appendix to law 61/2014 (of which it is an integral
part), these corporate operations, in addition to the amount of the tax credit conversion were certified by a statutory
auditor.

As CGD'’s sole shareholder, the issuance and attribution of conversion rights to the State did not entail any dilution
of its equity status.

Income tax as a charge to shareholders’ equity

During the course of 2011, the group changed the accounting policy on its recognition of actuarial profit and loss
on pension plans and other post-employment benefits, pursuant to which actuarial profit and loss on revaluations
of pensions and healthcare liabilities and expectations of the pension fund’s yield were fully recognised as a charge
to a shareholders’ equity account. Up to 2010 such profit and loss had been accounted for by the corridor method.

The amount of tax on the contribution of the actuarial deviations component after the date of the accounting policy
change, considered deductible under the terms of the limits of numbers 2 and 3 of article 43 of the IRC code, or
under number 8 of this article is recognised in an equity account, in conformity with the recognition basis of its
originating liabilities.

Income tax 