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EUR 2,500,000,000 

EURO MEDIUM TERM NOTE PROGRAMME 

BASE PROSPECTUS 

for the issue and admission to trading of Senior Notes and Subordinated Notes 

Application has been made to the Comissão do Mercado de Valores Mobiliários (the “CMVM”), as Portuguese competent authority under the 

Directive 2003/71/EC of the European Parliament and of the Council of 4 November 2003, as amended from time to time (the “Prospectus 

Directive”), Commission Regulation (EC) No 809/2004, as amended from time to time (the “Prospectus Regulation”) and the Portuguese Securities 

Code (approved by Decree-law 486/99, of 13 November and as amended from time to time, the “Portuguese Securities Code”), to approve this 

document as a base prospectus for the purposes of public offering and of the admission to trading of the Notes and further application will be made to 

Euronext Lisbon for the admission of Notes issued under the Programme to trading on the regulated market Euronext Lisbon in Portugal (“Euronext 

Lisbon”) or any other regulated market for the purposes of Directive no 2004/39/EC of the European Parliament and of the Council of 21 April 2004 

on markets in financial instruments. 

The Notes will be issued by Banco Popular Portugal S.A. acting through its Lisbon Head Office, only (ii) in dematerialised book entry form (forma 

escritural) integrated in and held through Interbolsa – Sociedade Gestora de Sistemas de Liquidação e de Sistemas Centralizados de Valores 

Mobiliários, S.A. (“Interbolsa”), as operator of the Portuguese centralised securities system, Central de Valores Mobiliários (“CVM”) and can either 

be nominativas (in which case Interbolsa, at the request of the Issuer, can ask the Affiliate Members of Interbolsa for information regarding the 

identity of the Noteholders and transmit such information to the Issuer) or ao portador (in which case Interbolsa cannot inform the Issuer of the 

identity of the Noteholders).  

An investment in the Notes involves certain risks. For discussion of these risks, see “Risk Factors” beginning on page 15 of this Base Prospectus. In 

particular, investors should see “Risk Factors” on page 15, the “Terms and Conditions of the Notes” beginning on page 68 and “Taxation” beginning 

on page 137 in respect of procedures to be followed to receive payments under the Notes (as defined below). Noteholders are required to take 

affirmative action as described herein in order to receive payments on the Notes free from Portuguese withholding tax. Noteholders must rely on the 

procedures of Interbolsa to receive payments under the Notes. 

The Notes have not been, and will not be, registered under the United States Securities Act 1933, as amended (the “Securities Act”). The Notes are 

subject to United States tax law requirements and may not be offered, sold or delivered within the United States or its possessions or to a United 

States person, except in certain transactions permitted by United States tax regulations. 

The rating of certain Series of Notes to be issued under the Programme may be specified in the applicable Final Terms. Whether or not each credit 

rating applied for in relation to or assigned to a relevant Series of Notes will be issued by a credit rating agency established in the European Union 

(the “EU”) and registered under Regulation (EC) No. 1060/2009, as amended by Regulation (EU) No. 513/2011 of the European Parliament and the 

Council and by Regulation (EU) 462/2013 of the European Parliament and the Council (the “CRA Regulation”) will be disclosed in the Final Terms.  

The Issuer has been assigned a long-term debt rating of “BBB low” with stable outlook from DBRS, Inc. (“DBRS”). Each of Moody’s, S&P and 

Fitch is established in the EU and registered under the CRA Regulation. DBRS is not established in the EU and has not applied for registration under 

the CRA Regulation. DBRS’ ratings are endorsed by DBRS Ratings Limited in accordance with the CRA Regulation. DBRS Ratings Limited is 

established in the EU and registered under the CRA Regulation. The European Securities and Markets Authority (“ESMA”) has indicated that ratings 

issued in the USA which have been endorsed by DBRS Ratings Limited may be used in the EU by the relevant market participants. The list of 

registered and certified rating agencies is published by ESMA on its website (http://www.esma.europa.eu/) in accordance with the CRA Regulation. 

Dealers 

Banco Popular Portugal, S.A. Banco Popular Español, S.A. 

 

The Base Prospectus was approved by CMVM on 26 November 2015. 
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SUMMARY OF THE PROGRAMME 

 

Summaries are made up of disclosure requirements known as "Elements". These elements are numbered in 

Sections A – E (A.1 – E.7). 

This summary contains all the Elements required to be included in a summary for this type of securities and 

Issuer. Because some Elements are not required to be addressed, there may be gaps in the numbering 

sequence of the Elements. 

Even though an Element may be required to be inserted in the summary because of the type of securities and 

Issuer, it is possible that no relevant information can be given regarding the Element. In this case a short 

description of the Element is included in the summary with the mention of "Not Applicable". 

Words and expressions defined in the "Terms and Conditions of the Notes" below or elsewhere in this Base 

Prospectus have the same meanings in this summary. 

Section A – Introduction and Warnings 

A.1 Introduction: Warning that: 

• this summary should be read as introduction to the Base Prospectus; 

• any decision to invest in the Notes should be based on consideration of the Base 

Prospectus as a whole by the investor; 

• where a claim relating to the information contained in the Base Prospectus is 

brought before a court, the plaintiff investor might, under the national legislation 

of the Member States, have to bear the costs of translating the Base Prospectus 

before the legal proceedings are initiated; and 

• civil liability attaches only to those persons who have tabled the summary 

including any translation thereof, but only if the summary is misleading, inaccurate 

or inconsistent when read together with the other parts of the Base Prospectus or it 

does not provide, when read together with the other parts of the Base Prospectus, 

key information in order to aid investors when considering whether to invest in 

such Notes. 

A.2 Consent 

period and 

other 

conditions: 

A. [The Issuer consents to the use of this Base Prospectus in connection with a Public 

Offer of the Notes by any financial intermediary which is authorised to make such 

offers under the Markets in Financial Instruments Directive (Directive 2004/39/EC) 

(the Authorised Offeror”) on the following basis: 

(a) the relevant Public Offer must occur during the period from and including [●] to 

but excluding [●](the "Offer Period"); 

(b) the relevant Authorised Offeror must satisfy the following conditions: [●]. 

An Investor intending to acquire or acquiring any Notes from an Authorised Offeror 

will do so, and offers and sales of the Notes to an Investor by an Authorised Offeror 

will be made, in accordance with any terms and other arrangements in place between 

such Authorised Offeror and such Investor including as to price, allocation, 

settlement arrangements and any expenses or taxes to be charged to the Investor (the 

“Terms and Conditions of the Public Offer”). The Issuer, if applicable, will be a 
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party to any such arrangements with Investors (other than Dealers) in connection 

with the offer or sale of the Notes and, accordingly, this Base Prospectus and any 

Final Terms will not contain such information. The Terms and Conditions of the 

Public Offer and a statement on the use of the Base Prospectus in accordance with 

the consent and with the relevant conditions shall be disclosed by that Authorised 

Offeror on its website at the relevant time. The Issuer or any of the other Authorised 

Offerors have no responsibility or liability for such information. 

[Not Applicable. This public offer will be made only by Banco Popular Portugal, S.A. 

[(Issuer and Manager for these purposes)] and therefore the Issuer does not consent to 

the use of the Base Prospectus by other entities in connection with this public offer of 

the Notes.] 

 

Section B – Issuers 

B.1 Legal name of 

the Issuer: 

Commercial 

name of the 

Issuer: 

Banco Popular Portugal, S.A. (the “Issuer” or the “Bank”) 

 

Banco Popular 

B.2 Domicile, 

legal form, 

legislation 

and country 

of 

incorporation 

of the Issuer: 

Banco Popular Portugal, S.A. is a limited liability company (sociedade anónima) and a 

credit institution registered and incorporated in Portugal, with head office at Rua 

Ramalho Ortigão, 51, 1099-090 Lisbon, Portugal. 

The Issuer’s activities are governed, inter alia, by the General Regime for Credit 

Institutions and Financial Companies (Decree-law 298/92, of 31 December, as 

amended from time to time), the Portuguese Securities Code (Decree-law 486/99, of 13 

November, as amended from time to time) and the Portuguese Companies Code 

(Decree-law 262/86, of 2 September, as amended from time to time) 

B4.b Trends: The end of the economic and financial assistance programme (“EFAP”) and the return 

to positive GDP growth in 2014 are encouraging signs for the development of the 

Portuguese economy. This was the result of the acceleration in domestic demand, in 

line with the rising confidence of economic agents and the maintenance of substantial 

export growth. However, there are still some risks and uncertainties tied with the 

socio-economic condition that remains frail and an uncertain political scenario. 

The European Central Bank (“ECB”) has maintained an accommodative monetary 

policy by keeping the reference interest rate at low levels for a long period of time and 

enforcing a policy on refinancing lines for banks, Additionally, a direct debt securities 

purchasing programme was implemented while the Bank continued strengthening the 

construction of the Banking Union in the sense of maintaining financial stability and 

trust in the euro and the economies that comprise it.  

Recent regulatory changes and additional developments expected for the near future 

are a major challenge for the banking sector on the short term. 

B.5 Group: The Issuer was founded on 2 July 1991, following the authorization given by Decree 

order No. 155/91, of 26 April, issued by the Ministry for Finances and in 2003, Banco 

Popular Español, S.A. (“BPE”), acquired 100 per cent. of the share capital of the Issuer 
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through the following transactions: i) acquisition of 75,1 per cent. of the outstanding 

shares to Topbreach Holding BV in June, and ii) the acquisition of the remaining 

shares through a public offer in July. 

B.9 Profit 

Forecast: 

Not Applicable. The Issuer does not make profit forecast. 

B.10 Audit Report 

Qualifications

:  

Not Applicable. The auditor’s reports on the financial statements of the Issuer for the 

years ended 31 December 2013 and 31 December 2014 did not include any reserves. 

B.12 Selected Key 

Financial 

Information: 

Selected Financial Information (in thousands of euros): 

 

 

 

 

Since the end of 2011, as a result of the merger of the Issuer’s subsidiary PopularGest – 

Gestão de Imóveis, Sociedade Unipessoal, Lda., the Issuer is no longer required to 

present consolidated financial statements. Considering that the Bank is an entity that 

issue securities admitted to trading on a regulated market and pursuant to paragraph 

2(d) of the Bank of Portugal Instruction no. 18/2005 and CMVM Regulation no. 

11/2005, and solely for information purposes, the Bank also presents a reconciliation 

with the accounts based on International Accounting Standards (IAS-FRS). 

Individual AAS Individual IFRS Individual AAS Individual IFRS

Balance Sheet 31-12-2014 31-12-2014 31-12-2013 31-12-2013

Net Assets 8 405 848 8 376 016 9 222 173 9 185 314

Loans and advances to customeres (net) 5 458 783 5 422 126 5 249 456 5 206 222

Deposits from customers 4 114 903 4 114 903 4 216 578 4 216 578

Deposits from banks 2 065 409 2 065 409 1 919 736 1 919 736

Total Equity  703 205  721 012  665 888  675 882

Individual AAS Individual IFRS Individual AAS Individual IFRS

Income Statement 31-12-2014 31-12-2014 31-12-2013 31-12-2013

Net interest income  124 723  124 723  121 248  121 248

Operating income  172 289  172 289  171 715  171 715

Net income before tax and minority interests  5 444  15 076 - 51 524 - 51 996

Net income for the period  2 283  9 748 - 31 720 - 32 076

Individual AAS Individual IFRS Individual AAS Individual IFRS

Balance Sheet* 30-06-2015 30-06-2015 31-12-2014 31-12-2014

Net Assets 8 229 603 8 195 898 8 405 848 8 376 016

Loans and advances to customeres (net) 5 576 808 5 536 590 5 458 783 5 422 126

Deposits from customers 4 176 555 4 176 555 4 114 903 4 114 903

Deposits from banks 2 087 953 2 087 953 2 065 409 2 065 409

Total Equity  720 478  739 360  703 205  721 012

* Non audited accounts

Individual AAS Individual IFRS Individual AAS Individual IFRS

Income Statement* 30-06-2015 30-06-2015 30-06-2014 30-06-2014

Net interest income  60 417  60 417  62 074  62 074

Operating income  131 486  131 486  92 320  92 320

Net income before tax  44 741  46 128  1 276 - 1 792

Net income for the period  31 995  33 070  1 202 - 1 114

* Non audited accounts
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There has been no material adverse change in the prospects of the Issuer since 31 

December 2014.  

Not applicable. There has been no significant change in the financial or trading position 

of the Issuer since 30 June 2015. 

B.13 Recent 

Events: 

There have been no recent events particular to the Issuer which are to a material extent 

relevant to the evaluation of its solvency.  

B.14 Dependence 

upon other 

entities within 

the Group: 

The product range offered by the Issuer includes products/services (such as insurance, 

factoring and investment funds) provided by companies that are part of the Banco 

Popular Español, S.A. Group (“BPE Group”). Additionally, a relevant fraction of the 

funding requirements of the Issuer are currently provided by other credit institutions, 

namely BPE and other credit institutions that are part of the BPE Group. 

B.15 The Issuer’ 

Principal 

Activities: 

Integrated in a financial group owned by BPE, the Issuer undertakes general banking 

operations and other financial operations, such as investment funds, real estate 

financing and marketing of insurance policies. The Issuer has a nationwide branch 

network and it also operates through its electronic channels. 

B.16 Controlling 

Persons: 

The Issuer is totally owned by BPE 

B.17 Ratings 

assigned to 

the Issuer or 

its Debt 

Securities: 

On 30 September 2015, DBRS, Inc. has reviewed the Issuer’s rating and classified the 

Bank with the following ratings: (i) Senior Unsecured Long-Term Debt & Deposit: 

BBB (low) and (ii) Short-Term Debt & Deposit: R-2 (middle).  

Credit ratings affect the cost and other terms upon which Issuer is able to obtain 

funding. Rating agencies regularly evaluate the ratings of the Issuer and its long-term 

debt is based on a number of factors, including its financial strength as well as 

conditions affecting the financial services industry generally. In light of the difficulties 

in the Portuguese and Spanish economies, the financial services industry and the 

financial markets, there can be no assurance that the rating agencies will maintain the 

Issuer’s current ratings or outlooks. 

[The Notes to be issued have been rated / The type of Notes to be issued under the 

Programme has the benefit of the following rating(s) [●] / The Notes to be issued will 

not be rated] 

 

 

    30-06-2015   30-06-2014   31-12-2014   31-12-2013* 
                  

Own funds           
 

  
 

Common Equity Tier I (CET1)   691.344   718.366   694.815   690.837 

Basic own funds (Tier1)   691.344   718.366   694.815   667.396 

Eligible own funds (Total)   732.357   748.990   729.007   667.688 

Risk weighted assets (RWA)   5.765.852   5.811.538   6.033.304   6.037.085 

Solvency ratios 

        CET1 

 
12,0% 

 
12,4% 

 
11,5% 

 
11,4% 

TIER 1 

 
12,0% 

 
12,4% 

 
11,5% 

 
11,1% 

Total 

 
12,7% 

 
12,9% 

 
12,1% 

 
11,1% 

         * 2013 figures accordingly with Instruction nr. 23/2007 of Banco de Portugal. 
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Section C – The Notes 

C.1 Type and 

Class of 

Securities: 

Notes will be issued in Series. Each Series may comprise one or more Tranches issued 

on different issue dates. The Notes of each Series will all be subject to identical terms, 

except that the issue date and the amount of the first payment of interest may be 

different in respect of different Tranches. The Notes of each Tranche will all be subject 

to identical terms in all respects save that a Tranche may comprise Notes of different 

denominations.  

[The Notes are issued as Series number [●], Tranche number [●].] 

Class of Notes: The Notes will be issued on an unsubordinated basis or on a 

subordinated basis. Please also see C.8 

[The Notes will be issued on an unsubordinated basis / on a subordinated basis and 

will be issued as [Fixed Rate Notes/ Floating Rate Notes/ Zero Coupon Notes]. 

Security Identification Number(s): In respect of each Tranche of Notes, the relevant 

security identification number(s) will be specified in the relevant Final Terms.  

[Security Identification Number(s): [ISIN Code: [●] and Common Code: [●]] 

Fixed Rate Notes: Notes may bear interests at a fixed rate. 

Floating Rate Notes: Notes may bear interests at a floating rate. 

Zero Coupon Notes: Notes may be non-interest bearing. 

C.2 Currency of 

the Securities 

Issue: 

B. Subject to any applicable legal or regulatory restrictions, any currency as may be 

agreed between the Issuer and the relevant Dealer(s). Notes can only be issued in such 

currencies as Interbolsa may from time to time accept (for the time being, such 

currencies are Euro, U.S. dollars, Sterling, Japanese Yen and Swiss francs). 

Each issue of Notes denominated in a currency in respect of which particular laws, 

guidelines, regulations, restrictions or reporting requirements apply will only be issued 

in circumstances which comply with such laws, guidelines, regulations, restrictions or 

reporting requirements from time to time. 

[The Notes are denominated in [●].] 

C.5 Restrictions 

on Free 

Transferabilit

y: 

C. The Issuer and the Dealers have agreed certain restrictions on offers, sales and 

deliveries of Notes and on the distribution of offering material. There are restrictions 

on the offer, sale and transfer of the Notes in the United States, the United Kingdom, 

Portugal, France, Japan, and the European Economic Area. 

D. No Noteholder will be able to transfer the Notes, or any interest therein, except in 

accordance with Portuguese law and regulations. Notes may only be transferred in 

accordance with the applicable procedures established by the Portuguese Securities 

Code and the regulations issued by the Portuguese Securities Commission (Comissão 

do Mercado de Valores Mobiliários, the “CMVM”) or Interbolsa, as the case may be, 

and the relevant Affiliate Members of Interbolsa through which the Notes are held. 

E. The Notes may qualify as cash bonds (“obrigações de caixa”) under the terms of 

Decree-Law 408/91, of 17 October 1991 (as amended), provided that certain 

requirements set out therein are met, including that (i) such Notes have a maturity of 

not less than two years, (ii) the Issuer is not entitled to acquire such Notes before two 

years have elapsed since the relevant Issue Date and (iii) the Noteholders may not 
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choose to redeem such Notes before one year has elapsed since the relevant Issue Date. 

C.8  The Rights 

Attaching to 

the Securities, 

including 

Ranking and 

Limitations to 

those Rights: 

Negative Pledge: The terms of the Senior Notes will contain a negative pledge 

provision. The terms of the Subordinated Notes will not contain a negative pledge 

provision. 

Status of the Senior Notes: The Senior Notes will constitute direct, unconditional, 

unsecured and unsubordinated obligations of the Issuer and will rank pari passu 

among themselves and (save for certain obligations required to be preferred by law) 

pari passu with all other present and future unsecured (subject as aforesaid) and 

unsubordinated obligations of the Issuer, from time to time outstanding. 

Status of the Subordinated Notes: The Subordinated Notes will constitute direct, 

unsecured and subordinated obligations of the Issuer, will rank pari passu without any 

preference among themselves and (save for certain obligations required to be preferred 

by law) at least pari passu with all other present and future dated subordinated debt 

and obligations of the Issuer. 

If the Issuer becomes the subject of a voluntary or involuntary liquidation, insolvency 

or similar proceeding, (to the extent permitted by applicable law) the rights of holders 

of Subordinated Notes against the Issuer to the payment of principal and interest on the 

Subordinated Notes will be subordinated in right of payment to the claims of all Senior 

Creditors. 

[Status of the Notes: The Notes constitute [●] obligations of the Issuer which rank at 

least pari passu with all other present and future [unsecured/subordinated] 

obligations of the Issuer, save for such obligations as may be preferred by provisions 

of law that are both mandatory and of general application.] 

Events of Default in case of Senior Notes: any holder of a Note may, by written 

notice, declare any Notes held by the holder to be forthwith due and payable together 

with any accrued interest thereon (i) if the Issuer fails to make payment of any 

principal or interest due in respect of the Notes and such failure to pay continues, in 

the case of principal, for a period of seven days or, in the case of interest, for a period 

of 14 days; or (ii) if the Issuer defaults in the performance or observance of or 

compliance with any other obligation on its part in respect of the Notes and (except 

where such default is not capable of remedy, where no such notice shall be required) 

such default shall continue for a period of 30 days after written notice of such default 

shall have been given to the Issuer by a holder of the Note; or (iii) bankruptcy or 

insolvency proceedings are commenced by a court against the Issuer or the Issuer 

institutes such proceedings or suspends payments or offers or makes a general 

arrangement for the benefit of all its creditors; or (iv) any order shall be made by any 

competent court or resolution passed for the dissolution of the Issuer, except in certain 

specific cases; or (v) in case the repayment of any indebtedness for borrowed money 

owing by the Issuer is accelerated by reason of default and such acceleration has not 

been rescinded or annulled, or the Issuer defaults in any payment of any indebtedness 

for borrowed money or in the honouring of any guarantee or indemnity in respect of 

any indebtedness. 

Events of Default in case of Subordinated Notes: any holder of a Note may, by 

written notice, declare any Notes held by the holder to be forthwith due and payable 

together with any accrued interest thereon, if any order by any competent court is 
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made or resolution passed for the winding up or dissolution of the Issuer (other than 

for the purpose of an amalgamation, merger or reconstruction approved by an 

Extraordinary Resolution of the Noteholders). 

Governing Law: Unless otherwise specifically provided, the Notes and all other 

documentation and matters relating to the Programme, including any non-contractual 

obligations arising out of, or in connection with, the Notes or the Programme, are 

governed by, and will be construed in accordance with Portuguese Law. 

C.9 The Rights 

Attaching to 

the Securities 

(Continued), 

Including 

Information as 

to Interest, 

Maturity, 

Yield and the 

Representative 

of the Holders 

Interest: 

Fixed Rate Notes: Fixed interest will be payable on such date or dates as may be 

agreed between the Issuer and the relevant Dealer(s) and on redemption, and will be 

calculated on the basis of such Day Count Fraction as may be agreed between the 

Issuer and the relevant Dealer(s). 

Floating Rate Notes: Floating Rate Notes will bear interest at a rate determined: 

I. on the same basis as the floating rate under a notional interest rate swap 

transaction in the relevant Specified Currency governed by an agreement 

incorporating the 2006 ISDA Definitions (as published by the International 

Swaps and Derivatives Association, Inc., and as amended and updated as at the 

Issue Date of the first Tranche of the Notes of the relevant Series). The 

applicable Floating Rate Option is based on the London inter-bank offered rate 

(“LIBOR”) or on the Euro-zone inter-bank offered rate (“EURIBOR”), as 

identified below; or 

II. on the basis of a reference rate (EURIBOR or LIBOR) determined in respect of 

each Interest Period, as indicated below. 

EURIBOR, in respect of a specified currency and a specified period, is the interest rate 

benchmark known as the Euro zone interbank offered rate which is calculated and 

published by a designated distributor (currently Thomson Reuters) in accordance with 

the requirements from time to time of the European Banking Federation and LIBOR, 

in respect of a specified currency and a specified period, is the interest rate benchmark 

known as the London interbank offered rate which is calculated and published by a 

designated distributor (currently Thomson Reuters) in accordance with the 

requirements from time to time of the British Bankers' Association.  

The Margin (if any) relating to such floating rate will be agreed between the Issuer and 

the relevant Dealer(s) for each Series of Floating Rate Notes. 

Floating Rate Notes may also have a maximum interest rate, a minimum interest rate or 

both. 

Interest on Floating Rate Notes in respect of each Interest Period, as agreed prior to 

issue by the Issuer and the relevant Dealer, will be payable on such Interest Payment 

Dates, and will be calculated on the basis of such Day Count Fraction, as may be 

agreed between the Issuer and the relevant Dealer. 

Zero Coupon Notes: Zero Coupon Notes will be offered and sold at a discount to their 

nominal amount and will not bear interest. 

[Interest: The Notes bear interest from [●] at a fixed rate of [●] per cent. per annum 

payable on [●].] 



10 

[Interest: The Notes bear interest from [●] at a rate equal to the sum of [●] per cent. 

per annum and [period]/[currency][EURIBOR/LIBOR] determined in respect of each 

Interest Period on the day which is [ [●] [Lisbon business days] before] the first day of 

the Interest Period and payable on [●]. 

[Interest: The Notes do not bear interest.] 

Maturities: Such maturities as may be agreed between the Issuer and the relevant 

Dealer(s), subject to such minimum or maximum maturities as may be allowed or 

required from time to time by the relevant central bank (or equivalent body) or any 

laws or regulations applicable to the Issuer or the relevant Specified Currency, save 

that in the case of Subordinated Notes, the minimum maturity will be five years and 

one day. Notes will not be issued with a maturity of less than one year. 

[Maturity Date: Unless previously redeemed, or purchased and cancelled, the Notes 

will be redeemed on [●].] 

Redemption: the Notes shall be redeemed at their nominal amount. The Notes cannot 

be redeemed prior to their stated maturity (other than for taxation or regulatory reasons 

(subject, in the case of Subordinated Notes, to having obtained the prior consent of the 

competent banking prudential supervisory authority) or following an Event of Default) 

or will be redeemable at the option of the Issuer (subject, in the case of Subordinated 

Notes, to having obtained the prior consent of the competent banking prudential 

supervisory authority) and/or the Noteholders (except for Subordinated Notes) upon 

giving not less than 15 nor more than 30 days' irrevocable notice (or such other notice 

period (if any)) to the Noteholders or the Issuer, as the case may be, on a date or dates 

specified prior to such stated maturity and at a price or prices and on such other terms 

agreed. 

Subordinated Notes may not be redeemed at the option of the holders of any such 

Notes and only by the Issuer with the prior consent of the competent banking 

prudential supervisory authority. 

Subordinated Notes may not be redeemed prior to five years from the Issue Date 

thereof, except in certain specific cases and after obtaining the consent of the 

competent banking prudential supervisory authority. 

Optional Redemption: 

[Redemption at the Option of the Issuer: The Notes shall be redeemed at their nominal 

amount. The Notes may be redeemed at the option of the Issuer [in whole]/[ in whole 

or in part] on [●] at [●], plus accrued interest (if any) to such date, on the Issuer's 

giving not less than 15 nor more than 30 days' notice to the Noteholders and to the 

Agent.] 

[Redemption at the Option of the Noteholders: The Notes shall be redeemed at their 

nominal amount. The Issuer shall, at the option of the holder of any Note redeem such 

Note on [●] at [●] together with interest (if any) accrued to such date, on the 

Noteholders' giving not less than 15 nor more than 30 days' notice to the Issuer.] 

[Not Applicable] 

Tax Redemption: Except as described in "Optional Redemption" above, early 

redemption will only be permitted if the Issuer has or will become obliged to pay 
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certain additional amounts in respect of the Notes as a result of any change in the tax 

laws of the country of tax residence of the Issuer (after obtaining the consent of the 

competent banking prudential supervisory authority in the case of Subordinated Notes). 

Yield: The yield of each Tranche of Notes will be calculated on an annual or semi-

annual basis using the relevant Issue Price at the relevant Issue Date. 

[Yield: Based upon the Issue Price of [●], at the Issue Date the anticipated yield of the 

Notes is [●] per cent. per annum.] 

Representative of the Noteholders: Not applicable. Holders of Notes may appoint a 

Common Representative. 

C.10 Derivative 

Component 

F. Not Applicable. Payments of interest on the Notes shall not involve any derivative 

component. 

C.11 Listing and 

Trading: 

G. Applications have been made for Notes to be admitted to listing on the official list and 

to trading on the regulated market of Euronext Lisbon. The Programme also permits 

Notes to be issued on the basis that they will not be admitted to listing, trading and/or 

quotation by any competent authority, stock exchange and/or quotation system or to be 

admitted to listing, trading and/or quotation by such other or further competent 

authorities, stock exchanges and/or quotation systems as may be agreed with the Issuer.  

H. [Application has been made for the Notes to be admitted to listing on the official list 

and to trading on [●].] 

I. [Not Applicable: The Issuer does not intend to make any application for the Notes to be 

admitted to listing, trading and/or quotation by any competent authority, stock 

exchange and/or quotation system.] 

 

Section D – Risks 

D.2 Risks Specific 

to the Issuer 

Prospective investors should understand the risks of investing in any type of Note before 

they make their investment decision. They should make their own independent decision 

to invest in any type of Note and as to whether an investment in such Note is appropriate 

or proper for them based upon their own judgment and upon advice from such advisors 

as they consider necessary. 

Factors which may affect the ability of the Bank to fulfil its obligations under the 

Notes issued by it include:  

Banking markets and competition: Intense competition in all areas of the Issuer’s 

operation can have an adverse effect on the Issuer’s operating results. 

Economic and Financial situation in Portugal: The economic and financial situation in 

Portugal, specifically the developments that have been on the basis of the EFAP by the 

European Union (“EU”), the International Monetary Fund (“IMF”) and by the ECB in 

the period 2011-2014, have affected negatively the Issuer’s financial condition, business 

and results of operations and any further deterioration of the economic conditions may 

further severely affect the Issuer. The Issuer depends on the developments in the 

Portuguese economy, which in turn is affected by the developments of the economic and 

financial situation in the Eurozone. 

Financial Sector Regulation: The Issuer operates in a highly regulated industry and, 

accordingly, the Issuer could be adversely affected by regulatory changes in Portugal or 
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the EU, or by other political developments in or affecting Portugal or the EU. 

Impact of resolution measures: On 2 July 2014, Directive 2014/59/EU of the European 

Parliament and of the Council, of 15 May 2014 (the “BRRD”) entered into force. The 

BRRD is designed to provide authorities with a credible set of tools to intervene 

sufficiently early and quickly in an unsound or failing institution so as to ensure 

continuity of the institution’s critical financial and economic functions, while 

minimising the impact of an institution’s failure on the economy and financial system. 

Impact of the deposit guarantee scheme directive: The Issuer may incur additional costs 

and liabilities which may adversely affect the Issuer’s operating results, financial 

condition and prospects. 

The Issuer may depend on the ECB for funding and liquidity: The ECB currently makes 

funding available to European banks that satisfy certain conditions to obtain such 

funding, including pledging eligible collateral. Notwithstanding the improvement in the 

ability to access the financial markets, funding conditions for Portuguese banks are still 

constrained. In this context, despite the ECB’s net funding (net of investment) having 

been reduced to 3.8 billion euros in December 2014 (December 2013: 4.5 billion euros) 

the Issuer’s liquidity operations with the ECB continue to be very important. 

Soundness of other financial institutions: The Issuer is exposed to many different 

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

in the financial services industry is significant. 

Competition risks: The Issuer faces strong competition across all of the markets in which 

it operates, from local and international financial institutions. 

Credit Risk: The Issuer is exposed to the creditworthiness of its customers and 

counterparties. 

Market risk: The most significant market risks the Issuer faces are interest rate, foreign 

exchange and bond price risks. Changes in interest rate levels, yield curves and spreads 

may affect the interest rate margin realised between lending and borrowing costs. 

Operational risk: In the ordinary course of the Issuer’s business and as a result of the 

Issuer’s organisational structure, the Issuer is exposed to operational risks, as 

interruption of service, errors, fraud, omissions, delays in providing services and risk 

management requirements. 

Compliance risk: The Issuer is subject to rules and regulations related to money 

laundering and terrorism financing. Compliance with anti-money laundering and anti-

terrorist financing rules entails significant cost and effort. 

Technological risk: The Issuer’s operations are highly dependent on computerised 

record-keeping, financial reporting and other systems, including point of sale monitoring 

and internal accounting systems, particularly following the centralisation of the Issuer’s 

information technology systems. 

Dependence on Banco Popular Español, S.A.: An adverse evolution of the European and 

Spanish financial environment may have a negative impact on BPE and, consequently, 

on the Issuer. 

Reputational Risk: a The Issuer is subject to reputational risk, i.e. the probability of 

negative impact on earnings or capital due to an adverse perception of the public image 
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of the financial institution, grounded or otherwise, held by its different stakeholders. 

Property Risk: There can be a negative impact on results or equity arising from a general 

drop in the property portfolio and the inherent volatility of the real estate market. 

Changes to tax legislation and to other laws or regulations: The Issuer may be 

adversely affected by changes in the tax legislation and other laws or regulations 

applicable in Portugal and the EU, as well as by changes of interpretation by the 

competent tax authorities of legislation and regulation. 

Other Risks: The Issuer may be exposed to other risks or to an unexpected level of risk. 

D.3 Risks Specific 

to the Notes 

Factors which are material for the purpose of assessing the market risks associated 

with Notes include: 

The Notes may not be a suitable investment for all investors: Each potential investor in 

the Notes must determine the suitability of that investment in light of its own 

circumstances. 

Notes subject to optional redemption by the Issuer: An optional redemption feature is 

likely to limit the market value of the Notes. Please refer to C.9 above. 

Fixed/Floating Rate Notes: An issuer's ability to convert such Notes will affect the 

secondary market and the market value of such Notes. 

Notes issued at a substantial discount or premium: The market value of Notes of this 

type tends to fluctuate more in relation to general changes in interest rates than do prices 

for conventional interest-bearing securities. 

Senior Notes: The Issuer is not prohibited from issuing, guaranteeing or otherwise 

incurring further notes or debt ranking pari passu with its obligations under the Notes. 

Please refer to C8 above. 

Subordinated Notes: The Issuer's obligations under Subordinated Notes will be 

unsecured and subordinated and will rank junior in priority of payment under all senior 

creditors. Please refer to C8 above. 

There are also certain risks relating to the Notes generally, such as modification and 

waivers, EU Savings Directive and change of law. 

Investments in the Notes will be subject to Interbolsa procedures and Portuguese law 

with respect to the form and transfer of the Notes, payments on the Notes and Portuguese 

tax rules. Holders of the Notes must ensure that they comply with all procedures to 

ensure the correct tax treatment of the Notes. 

 

Section E – Offer 

E.2

b 

Reasons for 

the Offer and 

Use of 

Proceeds 

The net proceeds from each issue of Notes will be applied by the Issuer for its general 

corporate financing purposes, namely the diversification of the funding sources.  

E.3 Terms and 

Conditions of 

the Offer 

J. Notes may be issued on a fully-paid basis and at an issue price which is at par or at a 

discount to, or premium over, par, as specified in the relevant Final Terms. The Terms 

and Conditions of any Public Offer shall be published by the relevant Authorised Offeror 
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on its website at the relevant time. 

E.4 Interests 

Material to 

the Issue 

K. [A description of any interest that is material to the issue/offer including conflicting 

interests. / Not Applicable. There is not any interest that is material to the issue/offer 

including conflicting interests.] 

E.7 Estimated 

Expenses 

L. No expenses will be chargeable by the Issuer to an Investor in connection with any offer 

of Notes. Any expenses chargeable by an Authorised Offeror to an Investor shall be 

charged in accordance with any contractual arrangements agreed between the Investor 

and such Authorised Offeror at the time of the relevant offer. 
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RISK FACTORS 

 

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

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

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

In addition, factors which are material for the purpose of assessing the market risks associated with Notes 

issued under the Programme are also described below. 

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

Notes issued under the Programme, but the inability of the Issuer to pay interest, principal or other amounts 

on or in connection with any Notes may occur for other reasons which may not be considered significant 

risks by the Issuer based on information currently available to it or which it may not currently be able to 

anticipate. Prospective investors should also read the detailed information set out elsewhere in this Base 

Prospectus and reach their own views prior to making any investment decision. 

I. ISSUER’S RELATED RISK FACTORS 

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

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

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

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

The Issuer’s performance is influenced by the level and cyclical nature of business activity in Portugal, 

which is in turn affected by both domestic and international economic and political events. During 2014, the 

Portuguese economy continued to be affected by a reduction of the net borrowing requirements of diverse 

sectors of the economy, as well as adjustments to banks’ balance sheets based on higher solvency ratios and 

a reduction of loans-to-deposits ratios.  

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

authorities, the European Union (“EU”) and the International Monetary Fund (“IMF”) comprised a strategy 

aimed at restoring international financial market confidence in the Portuguese economy and fostering 

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

(i) fiscal consolidation; 

(ii) financial system stability; and  

(iii) structural transformation of the Portuguese economy. 

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

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

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

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

of Portugal was built on four main goals:  

 to strengthen banks’ solvency; 

 to protect the system’s liquidity;  

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

 to improve the regulatory framework. 

Considerable progress was made across all these fronts and acknowledged by international partners during 
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their quarterly reviews. 

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

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

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

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

recommendations). 

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

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

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

sovereign debt crisis. 

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

12.3 per cent. at the end of 2013. The reinforced solvency largely resulted from recapitalisation operations 

using private and public funds. Recapitalisation with public funds was made using the Bank Solvency 

Support Facility (“BSSF”) provided for in the EFAP, which was established to deal with cases where it is 

not possible to strengthen capital positions with recourse to market solutions. From the 12 billion euros 

provided for in the EFAP, 5.6 billion euros were used in the form of public investment in recapitalisations of 

the Portuguese private banking sector, of which 4.03 billion euros has already been reimbursed. From the 

remaining contribution of EFAP, 3.9 billion euros were allocated to the resolution of Banco Espírito Santo 

(“BES”), through a loan to the Resolution Fund, which incorporated, as a sole shareholder, Novo Banco, 

S.A. (“Novo Banco”). 

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

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

run.  

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

of lending to the economy in line with the EFAP’s macroeconomic scenario. The Eurosystem has played a 

crucial role in the reinforcement of the Portuguese banking system’s liquidity, namely by adopting standard 

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

longer maturity and changes to the eligibility criteria for collateral. 

The EFAP was completed at the end of the first half of 2014, without the need for any precautionary package 

involving external economic aid. 

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

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

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

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

the second quarter of 2013 and continued to slightly improve during 2014. This recovery reflected the 

acceleration in domestic demand, in line with the rising confidence of economic agents, together with the 

maintenance of substantial export growth.  

According to the National Statistics Office (“INE”), in 2014, GDP was up 0.9 per cent. (in volume) 

following a 1.4 per cent. drop in 2013. This trend was induced by domestic demand whose contribution to 

GDP growth in 2014 was 2.0 per cent. against minus 2.4 p.p. in the previous year, reflecting a recovery in 

private consumption. The contribution of net external demand was negative, standing at minus 1.1 p.p. (from 

1.0 p.p. in 2013) reflecting a stronger growth of imports of goods and services related to exports. However, 

exports grew 3.4 per cent. (in real terms) despite growth slowdown in 2014 in contrast with 2013. 

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

external accounts of 0.7 per cent. of GDP in 2014. The recovery of activity and the fiscal consolidation 
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measures implemented by the Portuguese Government continued to contribute towards a reduction in the 

general government deficit to about 4.5 per cent. of GDP in 2014. However, this was above the target of 3.8 

per cent. of GDP, continuing expenditures and income performing within expectations for the 2015 budget. 

In previous years, the Portuguese deficit was also below set targets: 4.3 per cent. in 2011 (target of 5.9 per 

cent.) and 4.7 per cent. in 2012 (revised target of 5 per cent.).  

The budget deficit should comply with the 3 per cent. GDP limit imposed by the EU. Although there is still 

some uncertainty in respect of a new political cycle following the recent general elections in 4 of October 

2015, the new Government should be able to implement further structural reforms. Budgetary policy may 

continue to be quite restrictive in 2015 and the following years and thus continue to have an impact on 

economic growth. 

On 23 of September 2015 INE confirmed the impact, following the failure to sell Novo Banco, on the 2014 

deficit, placing the budget deficit for 2014 in 7.2 per cent. of GDP, a value which is above the 4.5 per cent. 

previously reported.  

Economic activity in Portugal in the second quarter of 2015 showed a GDP growth (in volume) of 1.5 per 

cent. in comparison with the first quarter of 2014, a rate of change also observed in the first quarter of 2015 

and seasonally-adjusted grew 0.4 per cent. in the second half of 2015 over the previous period, matching the 

first quarter results, thus registering the fifth consecutive quarter of growth and confirming the gradual 

strengthening of the economy observed in 2014. There were successive signs of confidence in the second 

quarter, with the economic climate indicator having improved for the sixth consecutive quarter to its highest 

since September 2008. Consumer confidence was also at its highest since November 2009. 

Individual consumption posted a growth of 3.3 per cent. during the first half of 2015 (0.8 per cent. more than 

in the previous quarter) when compared to the first half of 2014, to which the main contribution was non-

durable goods. Investment expenditure also made a positive contribution to GDP growing 7.0 per cent. in the 

second quarter of 2015 (following an increase of 1.7 per cent. in the previous quarter), mainly due to oil 

stock increases. Evolution of net exports continued the positive trend in the first half of 2015.  

According to INE, Portuguese unemployment rate declined to 11.9 per cent. in the second quarter of 2015 

from 13.7 per cent. reported in the previous period, as the number of unemployed decreased 13 per cent. and 

employed grew 2.3 per cent.. It was the lowest value since the fourth quarter of 2010.  

Although the outlook for the recovery of economic activity in Portugal has been improving, with the 

projections for the Portuguese economy pointing to a gradual economy recovery for the period 2015-2017, 

risks remain to the Portuguese economy, including the impact of continued weak growth in many parts of the 

global economy. In this period, the Portuguese economy is projected to grow by 1.7 per cent. in 2015, 1.9 

per cent. in 2016 and 2.0 per cent. in 2017. At the end of the projection horizon, GDP level should close to 

the level seen prior to the onset of the international financial crisis in 2008. 

As such, projected developments in the Portuguese economy reflect a substantial alteration to the 

expenditure structure shifting productive resources to sectors that are more exposed to international 

competition, similar to that seen over the past few years. The net contribution from domestic demand to GDP 

growth should increase over the projection horizon, moving from 0.3 p.p. in 2014 to 0.8 p.p. in 2017. 

Exports should grow strongly over this horizon, where net contributions growth should increase from 0.6 

p.p. in 2014 to around 1.2 p.p. of and 2017.  

Exports should growth substantially, thus strengthening the recent trend of reallocation of productive 

resources to the economic sectors that are more exposed to international competition. Consequently, the 

Portuguese economy net lending needs should remain stable and the reduction in external indebtedness 

should be sustained.  

The pace of growth of private domestic demand should be consistent with the continued deleveraging of 
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private economic agents (households and non-financial corporations). Consumption and investment 

decisions by households and firms over the next few years should continue to be conditioned by the need for 

private sector deleveraging. Similarly to the past few years, the weight of domestic demand on GDP should 

continue to decrease over the projection horizon, as opposed to the growing weight of exports. In 2017 

exports are projected to stand at approximately 46 per cent. of GDP (a 14 p.p. increase from 2008), which is 

one of the most significant aspects of the ongoing adjustment process in the Portuguese economy. Regarding 

domestic demand components, projections point to a share of approximately 66 p.p., in GDP, closer to that 

observed in the past. 

Private consumption is expected to grow by 2.2 p.p. in 2015, slowing down to 1.7 p.p. in 2016 and 2017, a 

moderate recovery affected by high indebtedness levels, owing to a large extent to the profile of real 

household disposable income. In effect, real disposable income is projected to grow by slightly more than 2 

per cent. in 2015 and by approximately 1.7 per cent. for 2016 and 2017. Projected developments in private 

consumption and disposable income indicate that after a market drop in the saving rates in 2014 to 6.9 per 

cent. current projections point to a relative stabilization over the project horizon, in line with a continued 

reduction of household indebtedness as a percentage of disposable income, which is expected to decrease up 

to 23 p.p. in the 2011-2017 period (source: Bank of Portugal and INE). Further significant consolidation 

efforts will be necessary in 2015 to reach the deficit target of 2.5 per cent. of GDP. Looking ahead, sustained 

consolidation efforts will be required over the medium term to reach the budgetary objective of a structural 

deficit of 0.5 per cent. of GDP by 2017 in compliance with the commitments under the Stability and Growth 

Pact and the Treaty on Stability, Coordination and Governance in the Economic and Monetary Union.  

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

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

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

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

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

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

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

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

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

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

financial results of transport SOEs (State-Owned Enterprises) suggesting the need for a comprehensive debt 

strategy to restore their financial sustainability.  

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

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

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

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

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

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

Totta) were able to return to the markets and the aggregate deposit base has proven resilient, allowing banks 

to reduce their reliance on Eurosystem borrowing. New loans to the corporate sector have been increasing 

and interest rates have eased to some extent, but remain still significantly above the rates charged to 

corporations in other parts of the Euro area. In order to reduce the large corporate debt overhang, a strategic 

plan to facilitate debt workouts will be prepared. This plan will focus particularly on viable small and 

medium-sized enterprises, with a view to supporting the necessary capital reallocation towards the 

productive sectors of the economy. 

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

economic growth model. The Portuguese government has already adopted a range of challenging structural 
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reforms but, despite some early signs, their impact on the functioning of the economy will only materialise 

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

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

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

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

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

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

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

service. 

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

needs for 2015 are covered. The ratio of public debt to GDP remains high – with gross debt being 

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

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

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

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

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

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

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

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

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

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

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

a stronger European institutional framework that generates confidence in economic agents. 

The Portuguese economy is an integral part of an increasingly demanding global economy. From a structural 

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

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

economic crises and volatility in financial markets. The macro-economic difficulties facing the Portuguese 

economy at this point in time imply substantial social costs and bring risks, but these should not limit the 

willingness to pursue a broad structural reform agenda, including the administration of the State and the 

design of social policies. These reforms should bring about structural reductions in public expenditure, and 

mainly ensure a framework of stability and the promotion of competitiveness to ready the economy for its 

current challenges. 

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

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

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

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

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

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

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

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

assets held at depressed prices or on unfavourable terms. 

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

business, financial condition and results of operations. 

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

to adversely affect, the behaviour and the financial situation of the Issuer’s clients, and consequently, the 
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supply and demand of the products and services that the Issuer has to offer. In particular, limited growth in 

customer loans is expected in the coming years, which will make it difficult for the Issuer to generate enough 

interest income to maintain its net interest margin.  

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

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

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

(“ECB”), whose results were disclosed on 26 October 2014, as the starting point for common supervision.  

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

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

owing to greater regulatory demands over the last few years. 

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

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

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

and the rest of Europe. The ECB has implemented, since the end of 2014, three new purchase programmes of 

financial assets comprising: asset-backed securities (“ABS”), covered bonds (up to a maximum of 70 per 

cent. of each issue, as identified by the ISIN code) and public sector debt (comprising public debt and debt 

issued by supranational issuers, up to a maximum of 60 billion euros per month). 

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

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

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

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

deterioration of the quality of assets of the Isuer. 

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

requirements) restrains the banking activities of the Banco Popular Group 

The Issuer operates in a highly regulated industry and, accordingly, the Issuer could be adversely affected by 

regulatory changes in Portugal, the EU, or by other political developments in or affecting Portugal, the EU or 

such foreign countries.  

The banking activities of the Issuer are subject to extensive regulation by the ECB, the EBA and the Bank of 

Portugal, mainly relating to liquidity levels, solvency and provisioning. 

The minimum cash requirement applicable to Portuguese banks is currently fixed on a general basis at 1 per 

cent. of the total amount of deposits, although certain situations are exempt from such requirement in 

accordance with Regulation (EC) no. 1745/2003 of the ECB amended by Regulation (EC) no. 1052/2008 of 

the ECB and the Regulation (EC) no. 1358/2011 of ECB (“Regulation (EC) no. 1745/2003”). An increase 

in the minimum cash reserves or a decline in the rate accrued on those cash reserves would have an adverse 

impact on the net income of the Issuer. 

Portuguese banks were required to maintain a core tier 1 solvency ratio, in accordance with Regulatory 

notice (Aviso) 3/2011 issued by the Bank of Portugal and published on 10 May 2011, relating to the capital 

adequacy requirements applicable to the Portuguese banks (“Regulation 3/2011”), of at least 10 per cent. by 

31 December 2013. Generally, the solvency ratio is defined as Tier I Capital plus Tier II Capital divided by 

risk-weighted assets. The solvency ratio of Banco Popular complies with the Bank of Portugal rules and is in 

accordance with the Basel II regulatory framework and the application of the standard method for calculating 

the capital requirements for both credit and market risk and the basic indicator method for calculating the 

capital requirements in relation to operational risk. 
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On 22 July 2013, EBA issued a new Recommendation on capital preservation, revoking the 2011 

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

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

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

fulfilled according to the Directive no. 2013/36/EU of the European Parliament and of the Council of 26 

June 2013, on access to the activity of credit institutions and the prudential supervision of credit institutions 

and investment firms, amending Directive 2002/87/EC and repealing Directives 2006/48/EC and 

2006/49/EC (“Directive 2013/36/EU”) fully implemented rules. 

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

to its upcoming supervision responsibilities within the single supervisory mechanism (the “SSM”). This 

assessment has begun in November 2013 and lasted for 12 months. The reference ratio value for such 

assessment was 8 per cent. Common Equity Tier 1, according to the Directive 2013/36/EU definitions taking 

into account transitional arrangements. 

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

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

of the Issuer. Changes in existing regulatory laws may materially affect the way in which Banco Popular 

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

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

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

expensive sources of funding. 

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

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

and other contingencies. Therefore, any change in these requirements could have an adverse impact on the 

results of the Issuer’s operations. 

Following the recommendations issued by the Basel Committee on Banking Supervision regarding the 

amendments to the then applicable rules on the calculation of capital requirements for international banks 

(mentioned as Basel II), a new set of recommendations usually known as Basel III was finalised on 1 June 

2011 and includes some amendments to the capital ratios as well as the inclusion of leverage and liquidity 

ratios. 

The implementation of Basel III in the EU has led to the approval of the package comprised by Directive no. 

2013/36/EU and Regulation (EU) no. 575/2013 of the European Parliament and of the Council of 26 June 

2013, on prudential requirements for credit institutions and investment firms and amending Regulation (EU) 

no. 648/2012 (also called CRR, the “Regulation (EU) 575/2013”), in place since 1 January 2014 and will 

imply a reinforcement of the capital requirements of the banks and changes to the definition of regulatory 

capital. These measures may have a significant impact in the Issuer’s capital and in its assets and liabilities 

management. 

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

administrative provisions necessary to comply with Directive 2013/36/EU. Portugal has not yet adopted and 

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

Directive 2013/36/EU includes general rules and supervision powers, wages, governance and disclosure 

requirements, as well as an introduction of 5 additional capital buffers: 

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

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

conditions to be established by the competent authorities; and 
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 systemic risk buffer: i) applicable to the institutions with a global systemic importance: between 1 and 

3.5 per cent.; ii) applicable to other institutions with a systemic importance: between 0 and 2 per cent.; 

and iii) macroprudential systemic risk: between 1 and 3 per cent. or between 3 and 5 per cent., 

depending on the economical conjecture. 

These buffers, apart from the macroprudential systemic risk, are predicted to apply gradually from 2016, 

although Member States may anticipate their application.  

Considering the minimum capital levels already defined on both the Regulation (EU) 575/2013 and Directive 

2013/36/EU, banks shall comply with: 

 minimum Common Equity Tier 1 ratio: 7 per cent. (4.5 per cent. base value and an additional 2.5 per 

cent. of capital conservation buffer); 

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

conservation buffer); and 

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

buffer). 

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

regulations. 

Regulatory notice (Aviso) 6/2013 issued by the Bank of Portugal regulates the transition provided in 

Regulation (EU) 575/2013 and has determined a minimum Common Equity Tier 1 ratio of 7.0 per cent. 

calculated with transitional arrangements and to be complied from the 1st January 2014 onwards. 

As of 31 December 2014, the Issuer presented a Tier I Capital and Core Capital of 11.5 per cent., an increase 

which compares with 11.1 per cent on Tier I Capital per cent. and 11.4 per cent. on Core Capital in the 

equivalent period of 2013. As at 30 June 2015, Core Tier 1 ratio, calculated pursuant to the rules issued by 

CRD IV/CRR for 2014, stood at 12.0 per cent., which was above the minimum regulatory amount of 8 per 

cent.. 

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

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

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

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

implementation of a direct debt securities purchasing programme, as in other developed countries, has not 

yet taken place but is merely an option in the event of a marked deterioration of inflation and growth 

expectations. 

The increased supervision could increase costs and force the Issuer to dispose of its assets under 

unfavourable conditions and changes in supervision and regulation, in particular in Portugal, could 

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

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

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

Single Supervisory Mechanism 

At the start of November 2014, the ECB assumed the supervision of around 130 credit institutions in 18 

member states, including Banco Popular Español, S.A. (“BPE”), taking another step towards banking union 

following the implementation of the SSM. 

According to the rules set out in Regulation (EU) no. 468/2014 of the ECB of 16 April 2014 establishing the 

framework for cooperation within the Single Supervisory Mechanism between the ECB and national 

competent authorities and with national designated authorities (the “SSM Framework Regulation”), the 
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Issuer is not qualified as a significant credit institution thus not being subject to the direct supervision of 

ECB.  

Notwithstanding, and according with the SSM Framework Regulation, a material change on the total value 

of the Issuer’s assets, the increase in the importance of the Issuer on the Portuguese economy, the increase in 

the significance of the Issuer’s cross-border activities or the request of a public financial assistance from the 

European Stability Mechanism can lead to the integration of the Issuer in the list of entities directly 

supervised by the ECB. 

Ratings 

On 30 September 2015, DBRS, Inc. has reviewed the Bank’s rating and classified the Bank with the 

following ratings: (i) Senior Unsecured Long-Term Debt & Deposit: BBB (low) and (ii) Short-Term Debt & 

Deposit: R-2 (middle). The outlook of all ratings have been placed Stable. 

The Issuer current ratings are available for consultation at www.cmvm.pt and www.bancopopular.pt. 

DBRS, Inc. is a rating agency authorised to issue ratings under Regulation (EC) no. 1060/2009 of the 

European Parliament and of the Council of 16 September 2009 on credit rating agencies (as amended) (the 

“CRA Regulation”) and the press release of the European Securities and Markets Authority (“ESMA”), 

dated 15 March, on the allowance of EU-registered credit rating agencies to endorse credit ratings issued in 

the US, Canada, Hong Kong and Singapore (“ESMA Press Release”). Although DBRS, Inc. is a rating 

agency with registered office in the United States, the rating provided by it is endorsed by a rating agency 

registered under CRA Regulation and, thus, it is valid and acceptable by ESMA for the purposes of CRA 

Regulation, in accordance with the ESMA Press Release. 

In general, European entities are restricted from using a rating for regulatory purposes if such rating is not 

issued by a credit rating agency established in the EU and registered under the CRA Regulation or by a 

rating agency established on a country which ESMA considers the regulatory frameworks for credit rating 

agencies similar to the one existing in EU, as defined in the ESMA Press Release. 

Further consideration should be made to the fact that the Issuer’s rating is under the influence of BPE and in 

particularly of the Spanish Economy and Portuguese Economy, and therefore a downgrade of BPE’s rating 

and/or of the Portuguese and/or Spanish sovereign ratings would negatively affect the Issuer’s rating. 

Credit ratings affect the cost and other terms upon which Issuer is able to obtain funding. Rating agencies 

regularly evaluate the ratings of the Bank and its long-term debt is based on a number of factors, including 

its financial strength as well as conditions affecting the financial services industry generally. In light of the 

difficulties in the Portuguese and Spanish economies, the financial services industry and the financial 

markets, there can be no assurance that the rating agencies will maintain the Issuer’s current ratings or 

outlooks. 

In addition, due to the Issuer’s net funding position, any rating downgrade could adversely affect the Issuer’s 

financial condition and results of operations. 

The Bank Recovery and Resolution Directive 

On 2 July 2014, Directive 2014/59/EU of the European Parliament and of the Council, of 15 May 2014 (the 

“BRRD”) entered into force. The BRRD is designed to provide authorities with a credible set of tools to 

intervene sufficiently early and quickly in an unsound or failing institution so as to ensure continuity of the 

institution’s critical financial and economic functions, while minimising the impact of an institution’s failure 

on the economy and financial system. 

Directive 2014/59/EU was implemented in Portugal by Law 23-A/2015 of 26 of March 2015. 

http://www.cmvm.pt/
http://www.bancopopular.pt/
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The BRRD provides that it will be applied by Member States from 1 January 2015, except for the general 

bail-in tool (see below) which is to be applied from 1 January 2016. 

The BRRD contains four resolution tools and powers which may be used alone or in combination where the 

relevant resolution authority considers that (a) an institution is failing or likely to fail, (b) there is no 

reasonable prospect that any alternative private sector measures would prevent the failure of such institution 

within a reasonable timeframe, and (c) a resolution action is in the public interest: (i) sale of business – 

which enables resolution authorities to direct the sale of the firm or the whole or part of its business on 

commercial terms; (ii) bridge institution - which enables resolution authorities to transfer all or part of the 

business of the firm to a "bridge institution" (an entity created for this purpose that is wholly or partially in 

public control); (iii) asset separation - which enables resolution authorities to transfer impaired or problem 

assets to one or more publicly owned asset management vehicles to allow them to be managed with a view to 

maximising their value through eventual sale or orderly wind-down (this can be used together with another 

resolution tool only); and (iv) bail-in - which gives resolution authorities the power to write down certain 

claims of unsecured creditors of a failing institution and to convert certain unsecured debt claims including 

Notes to equity (the “general bail-in tool”), which equity could also be subject to any future write-down. 

The BRRD also provides for a Member State as a last resort, after having assessed and exploited the above 

resolution tools to the maximum extent possible whilst maintaining financial stability, to be able to provide 

extraordinary public financial support through additional financial stabilisation tools. These consist of the 

public equity support and temporary public ownership tools. Any such extraordinary financial support must 

be provided in accordance with the EU state aid framework. 

An institution will be considered as failing or likely to fail when: it is, or is likely in the near future to be, in 

breach of its requirements for continuing authorisation; its assets are, or are likely in the near future to be, 

less than its liabilities; it is, or is likely in the near future to be, unable to pay its debts as they fall due; or it 

requires extraordinary public financial support (except in limited circumstances). 

The powers set out in the BRRD will impact how credit institutions and investment firms are managed as 

well as, in certain circumstances, the rights of creditors. Once the BRRD is implemented, holders of Notes 

may be subject to write-down or conversion into equity on any application of the general bail-in tool which 

may result in such holders losing some or all of their investment. The exercise of any power under the BRRD 

or any suggestion of such exercise could, therefore, materially adversely affect the rights of Noteholders, the 

price or value of their investment in any Notes and/or the ability of the Issuer to satisfy its obligations under 

any Notes. 

The BRRD also requires member states to establish national resolution funds to ensure effective use of the 

resolution tools and power by the resolution authority. Banks subject to the BRRD will be required to make 

ex ante contributions to the relevant resolution fund, in proportion to their liabilities and risk profile. This 

requirement will be phased in applying in full by 31 December 2024 and is likely to result in a significant 

cost for the banks (including the Issuer). 

Banks will be required to produce recovery plans and provide information to the relevant resolution 

authorities to enable the authorities to produce resolution plans. Whilst recovery plans set out the 

arrangements that a firm has in place to allow early action to restore a firm’s viability, resolution plans set 

out how a firm might be resolved in an orderly fashion, once it is failing or likely to fail . Such plans must be 

kept up-to-date. To complement the resolution plans, the authorities will be given preventive powers – as 

outlined above - including the powers to limit or modify exposure to risk, require additional information, set 

restrictions or prohibitions on certain activities and changes to group structures. 

Within the scope of preventive interventions, the authorities may use their powers to prohibit the distribution 

of dividends to shareholders or to holders of hybrid securities, to replace managers or directors, and to 
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require credit institutions to transfer assets that constitute an excessive or undesirable risk to the soundness of 

the institution. These actions may have a direct effect on shareholders and the Issuer’s expected returns and 

additional indirect impacts through changes to such institutions’ business activities. 

Such actions could have negative consequences on the Issuer’s profitability, its financing costs and the 

implementation of its global strategy and cause a material adverse effect on the Issuer’s business activity, 

financial condition and results of operations. 

Potential impact of resolution measures applied by the Bank of Portugal 

Decree-law 31-A/2012, of 10 February 2012, introduced the legal framework for the adoption of resolution 

measures into the General Regime for Credit Institutions and Financial Companies (the “Credit Institutions 

General Regime”, enacted by Decree-law 298/92, of 31 December 1992, as amended). Such resolution 

framework has been further amended, namely by Decree-law 114-A/2014, of 1 August 2014, Decree-law 

114-B/2014, of 4 August 2014, and by Law 23-A/2015, of 26 March 2015 (“Law 23-A/2015”). 

The regime previously in force governing credit institutions was extensively reviewed and was replaced by a 

new approach by the Bank of Portugal as regards the intervention on credit institutions and investment firms 

in financial distress. The measures set out in the new regime aim at recovering or preparing the orderly 

winding-up of credit institutions and certain financial companies in situations of financial distress. The 

implementation of these measures and the exercise of these powers will directly affect the rights of 

shareholders and creditors. 

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

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

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

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

group structures. 

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

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

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

These actions may have a direct effect on shareholders’ interests and additional indirect impacts through 

changes to the institutions’ business activities. 

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

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

its license, and when the implementation of such measures is considered imperative taking into account at 

least one of the following objectives: 

 Ensuring the continuity of essential financial services; 

 Preventing systemic risk; 

 Safeguarding public funds and taxpayers’ interests; 

 Safeguarding depositors’ confidence. 

The BRRD was implemented in Portugal through Law 23-A/2015, which operated a complete transposition 

of the BRRD, putting in place the extension of powers granted to the Bank of Portugal, strengthened by the 

ability to have at its disposal enhanced means and evaluation criteria, in respect of both recovery plans and 

the resolution of credit institutions. Law 23-A/2015 includes the requirements for the application of said 

preventive measures, supervisory intervention and resolution tools to credit institutions and investment firms 

in Portugal. 
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The resolution measures include the total or partial sale of the assets and liabilities of the distressed financial 

institution to one or more financial institutions authorised to operate in the market, the asset separation tool, 

the bail-in tool and the transfer to a bridge bank of all or part of the activity of the intervened institution and, 

in such case, the newly incorporated bridge bank for such purpose shall be funded through the resolution 

fund. 

Furthermore, credit institutions with their head office in Portugal, inter alia, shall be called to mandatorily 

participate with initial and periodic contributions to the resolution fund, which amount shall be fixed on an 

annual basis, as set out in Decree-law 24/2013, of 19 February 2013. 

The resolution fund created pursuant to Decree-law 31-A/2012, of 10 February 2012, and the funding of 

such resolution fund depends upon contributions by the Portuguese banking sector, namely the authorized 

institutions operating therein, including the Issuer. Part of the funding of the resolution fund has been 

temporarily financed by the Portuguese Government and will be recovered with future contributions towards 

the resolution fund by the Portuguese banking sector. At this stage there is no indication as to the amount 

that the Issuer, or the rest of the banks within the Portuguese banking sector may be required to contribute to 

this effect and the Issuer is unable to assess the amount of such required future contributions or the potential 

consequences on its business or operations, but any such contribution is likely to affect the Issuer’s business 

activity, financial condition and results of operations. 

Following the decision to apply a resolution measure to BES, most of its business was transferred to a 

transition bank, Novo Banco, created especially for that purpose and capitalised by the resolution fund, as 

created by Decree-law 31-A/2012, of 10 February 2012, this is resourced from payments of contributions 

due by the institutions participating in the resolution fund and contributions from the Portuguese banking 

sector. The abovementioned Decree-law provides that if such resources are insufficient for fulfilment of its 

obligations then other financing means can be used, such as special contributions from credit institutions or 

loans granted. 

In the specific case of the resolution measure relating to BES, the resolution fund provided 4.9 billion euros 

to pay up the share capital of Novo Banco. Of this amount, 300 million euros corresponded to the resolution 

fund’s own financial resources, resulting from the contributions already paid by the participating institutions 

and from contributions of the banking sector, 3.9 billion euros corresponded to a loan granted by the 

Portuguese State to the Portuguese resolution fund which will subsequently be repaid and remunerated by 

the resolution fund and 700 million euros corresponds to a banking syndicated loan made to the resolution 

fund, with the contribution of each credit institution depending on various factors, including their size. As of 

31 December 2014, the Issuer’s share of that loan was 23 million euros, which corresponds to 3.29 per cent 

of said loan. 

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

special contributions of the participating institutions to the Resolution Fund, also determines that the special 

contributions should be distributed proportionally among participating institutions, according to the 

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

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

size and composition of the Issuer’s balance sheet, the Issuer estimates that on the date of this Base 

Prospectus, the Issuer’s participation in the Resolution Fund to be around 0.63 per cent.. Such share in the 

resolution fund will vary from time to time according to the Issuer’s liabilities and own funds, when 

compared to the other participating institutions. 

The periodic contributions to the Resolution Fund are determined by the application of a contributive rate to 

the end of month outstanding balance of liabilities, deducted by own funds and deposits already included in 

the Deposit Guarantee Fund, as set by the Bank of Portugal by regulatory instruction. For 2015, the rate has 

been set at 0.012 per cent.. 
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According to the legal framework in force, after the sale of Novo Banco’s equity to a privately-owned 

shareholder, the proceeds from that sale are expected to be primarily allocated to repaying the resolution 

fund for all the amounts provided for the establishment and development of Novo Banco’s business, 

including a remuneration corresponding to the financing costs borne by the resolution fund, plus a share to 

cover the administrative and operational costs of such support. 

The amount received by the resolution fund from the sale of Novo Banco’s equity will necessarily be used to 

repay the loans obtained. It has been stipulated by contract that the Resolution Fund may only repay other 

liabilities after the loan from the Portuguese State has been fully repaid and remunerated. 

In the event that the proceeds from the sale of Novo Banco exceed the sum of the amounts provided by the 

resolution fund, the respective surplus will revert to BES, or to its insolvent estate, if in the meantime BES’s 

authorisation has been revoked. In the event that the proceeds from the sale of Novo Banco’s equity are 

insufficient to repay the loans, the resolution fund will use its own receipts to finance the possible shortage. 

As previously mentioned, these receipts are obtained from annual regular contributions to the resolution fund 

(including the contribution from the Portuguese banking sector) and any special contributions. The definition 

of the financing structure of a possible shortage (in terms of type of contribution, its distribution in time, and 

any recourse to temporary loans) will critically depend on the amount of such hypothetical shortage. 

Although it is expected that the financing will be structured in such a manner as not to jeopardise the 

solvency of any bank and to preserve financial stability in the Portuguese economy, at this stage it is not 

possible to ascertain if said proceeds will be sufficient or not, and, in case these are not sufficient, the 

specific impact and amount of any special contribution from the Portuguese banking sector, including the 

Issuer, is also uncertain. 

Impact of the deposit guarantee scheme directive 

On 3 July 2014, Directive 2014/49/EU providing for the establishment of deposit guarantee schemes (the 

“recast DGSD”) entered into force. The recast DGSD introduces harmonised funding requirements 

(including risk-based levies), protection for certain types of temporary high balances, a reduction in payout 

deadlines, harmonisation of eligibility categories (including an extension of scope to cover deposits by most 

companies regardless of size) and new disclosure requirements. The recast DGSD was recently transposed in 

Portugal through Law no. 23-A/2015, of 27 March 2015, as amended by Law no. 66/2015, of 6 July 2015. 

As a result of these developments, the Issuer may incur additional costs and liabilities which may adversely 

affect the Issuer’s operating results, financial condition and prospects. The additional indirect costs of the 

deposit guarantee systems may also be significant, even if they are much lower than the direct contributions 

to the fund, as in the case of the costs associated with the provision of detailed information to clients about 

products, as well as compliance with specific regulations on advertising for deposits or other products similar 

to deposits, thus affecting the activity of the relevant banks and consequently their business activities, 

financial condition and results of operations. 

The Issuer may depend on the ECB for funding and liquidity 

The ECB currently makes funding available to European banks that satisfy certain conditions to obtain such 

funding, including pledging eligible collateral. Notwithstanding the improvement in the ability to access the 

financial markets, funding conditions for Portuguese banks are still constrained. In this context, despite the 

ECB’s net funding (net of investment) having been reduced to 3.8 billion euros in December 2014 

(December 2013: 4.5 billion euros) the Issuer’s liquidity operations with the ECB continue to be very 

important. 

As at 31 December 2014, the Issuer’s portfolio of securities eligible for rediscount with the ECB was of 1.0 

billion euros, compared to 1.4 billion euros as at 31 December 2013. The ECB establishes the valuation and 

the eligibility criteria that eligible securities must meet in order to be used on repo transactions with financial 
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institutions. Downgrades of the credit rating of Portugal or of Portuguese companies or changes to the 

alluded valuations or eligibility criteria can have a negative impact on the portfolio of securities eligible for 

that purpose and reduce the liquidity lines available from the ECB. Additionally, downgrades of the credit 

rating of Portugal or of Portuguese companies can result in an increase in haircuts to any eligible collateral or 

to the non-eligibility of such assets, thereby decreasing the total amount of eligible portfolio. As the 

Portuguese Government elected not to negotiate a precautionary programme at the end of the EFAP, the 

eligibility of Portuguese public debt will depend on the maintenance of an “investment grade” rating by at 

least one rating agency (DBRS, Inc. is the only rating agency that attributes an “investment grade” rating to 

Portugal). In this context, a credit rating downgrade of Portugal by DBRS, Inc. would result in the non-

eligibility of Portuguese public debt for financing with the ECB. 

The curtailment or termination of liquidity operations by the ECB, including the end of the ECB targeted 

longer-term refinancing operations (“TLTRO”) programme without a substitute or transitional measure, 

would force the Issuer to substitute its financing with the ECB with alternative sources of funding which 

may be available, if at all, at unfavourable conditions or force the Issuer to dispose of its assets, potentially 

with a high discount to their book values, in order to comply with its obligations and could significantly 

increase its funding costs. 

However, in September 2014, in pursuing its price stability mandate, the ECB announced additional 

measures in addition to the cut of its main refinancing rate to from 0.15 per cent. to 0.05 per cent. and the 

change of the deposit facility rate for banks from minus 0.10 per cent. to minus 0.20 per cent., the ECB also 

announced three major decisions: 

 a new liquidity facility, TLTROs, aimed to improve bank lending to the non-financial private sector of 

the euro area, excluding mortgage loans, over a window of two years (all TLTROs will mature in 

September 2018); 

 extension of the fixed rate tender procedures with full allotment for the main refinancing operations 

(MRO) until the end of 2016; and 

 three new purchase programmes of financial assets comprising: ABS, covered bonds (up to a 

maximum of 70 per cent. of each issue, as identified by the ISIN code) and public sector debt 

(comprising public debt and debt issued by supranational issuers, up to a maximum of 60 billion euros 

per month). 

The Issuer has been implementing measures in order to diversify its financing sources beyond the ECB, and 

has been implementing a deleveraging process by attempting to increase customer funds and reduce 

customer loans, having resumed its financing in the capital markets through the issue of covered bonds. This 

situation represents a risk of increasing financing costs, particularly considering the significant difference 

between ECB funding cost and the cost associated with collecting deposits and financing operations in the 

market, which may not be completely offset by the process of repricing loans. The occurrence of any of these 

events could thus have a material adverse effect on the Issuer’s business activities, financial condition and 

results of operations. 

The Issuer’s liabilities to its customers exceed its liquid assets 

The Issuer’s primary source of funds is its retail deposit base. In recent years, as interest rates stood at 

historically low levels, customers have started to channel their individual savings away from traditional bank 

products, such as deposits, and towards other instruments with higher expected returns. However this trend 

has reversed and since 2009 we have seen a consistent growth in the global volume of deposits. The Issuer’s 

other funding sources include medium and long-term bond issues, and medium-term structured products. In 

addition, the Issuer has carried out a securitisation transaction.  
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The Issuer also borrows money in the money markets and BPE (or its affiliates) provide a relevant part of the 

required funding. This strongly mitigates the liquidity risk that currently affects several Portuguese banks but 

raises concerns that those funding difficulties will eventually spread to the Spanish banking system, 

indirectly affecting the Issuer.  

While the Issuer complies in full with the Bank of Portugal’s regulations in respect of liquidity, the Issuer’s 

liabilities to its customers exceed the amount of its liquid assets. If the Issuer is unable to borrow sufficient 

funds to meet its obligations to its customers and other investors, the Issuer’s financial condition and results 

of operations will be materially adversely affected.  

In the context of difficult macroeconomic conditions, the Issuer has been able to manage its business 

activities in order to minimize the negative impacts of this economic environment, with a special focus on 

the funding activity. 

At December 2014, deposits stood at 4,115 million euros while loans to costumers stood at 5,459 million 

euros. This corresponds to an increase in the commercial gap comparing to the end of 2013, essentially 

explained by the combined effect of the decrease in deposits and the increase of loans to costumers. 

During the first half of 2015, the commercial gap continued to increase. This is due primarily to the upward 

trend in the loans to costumers to 5,577 million euros (plus 2.16 per cent. since 31 December 2014 and plus 

4.17 per cent. since first half of 2014) while deposits from customers reached 4,177 million euros (nearly 

unchanged since the end of 2014 and plus 4.5 per cent. since first half of 2014).  

New requirements related to liquidity ratios may affect the Issuer’s profitability 

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

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

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

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

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

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

activities over one year period. In 2015, each relevant financial institution should maintain in its portfolio 

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

The fulfilment of those ratios by the Issuer may, therefore, lead to the constitution of portfolios with high 

liquidity assets but low profitability. Additionally, this may lead to an increase in financing costs, since the 

ratios increase favours long-term financing over the short-term. These changes may have a negative impact 

on the Issuer’s results of operation. 

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

The Issuer faces strong competition across all of the markets in which it operates, from local and 

international financial institutions.  

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

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

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

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

Portuguese banks have led to a significant level of banking concentration. 

The main competitors of the Issuer in the banking sector in Portugal (ranking in terms of assets as of 31 

December 2014) are the Caixa Geral de Depósitos Group, the Millennium BCP Group, the Novo Banco 

Group (formerly BES Group, following the resolution measures applied by the Bank of Portugal to BES. on 

3 August 2014), the BPI Group, the Santander/Totta Group, the Montepio Geral Group, the BANIF Group 

and the Crédito Agrícola Group.  
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The competition is affected by consumer demand, technological changes, impact of consolidation, regulatory 

actions and other factors. The Issuer expects competition to intensify as continued merger activity in the 

financial industry produces larger, better-capitalised companies that are capable of offering a wider array of 

products and services, and at competitive prices. In addition, competition has increased further with the 

emergence of non-traditional distribution channels, such as internet and telephone banking. If Banco Popular 

Group is unable to provide attractive product and service offerings that are profitable, it may lose market 

share or incur losses on some or all activities.  

The Issuer is part of the Banco Popular Español, S.A. Group (the “BPE Group”) and its strategy is 

coordinated with that of the BPE Group. Although the Bank believes that it is in a strong position to continue 

to compete in the Portuguese market, there is no assurance that it will be able to compete effectively in the 

markets in which it operates, or that it will be able to maintain or increase the level of its results of 

operations. 

In addition, some of the Issuer’s main competitors have raised capital in order to meet the requirements set 

by both the Bank of Portugal and the EBA, with recourse to the public line set up under the economic 

adjustment programme (the Bank Solvency Support Facility). This public recapitalisation is considered a 

state-aid by the EU, therefore requiring specific limits on these banks’ activity, under surveillance by EU 

Directorate General for Competition, thus affecting the activity of the relevant banks and consequently their 

business and results. 

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

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

markets in which it operates. 

Main Risks and Uncertainties in 2015/2016 

Portugal has concluded the EFAP and its original goals were mainly achieved. The main macroeconomic 

imbalances of the Portuguese economy had a relevant improvement but, on the other hand, the evolution of 

GDP and specially unemployment was much more adverse than initially projected. 

Moreover, the structural rebalancing process of the economy is still incomplete and the challenges associated 

with this process can still pose serious risks to Portuguese economic families and companies. Major concern 

should be given to public debt, which currently amounts to 129 per cent. of GDP, and the net debt position of 

the Portuguese economy vis-à-vis the rest of the world, which currently stands at 119 per cent. of GDP. It is 

expectable that the scrutiny of financial markets will be particularly sensitive to adverse economic shocks or 

to erratic policy decisions in an environment where the assessment by markets of the Portuguese debt is 

stricter than the euro area average. 

The centre-right government alliance led by the Prime Minister, Pedro Passos Coelho, has won the general 

election on October 4th 2015, but lost its majority, which may reduce stability. 

Other risks that may also have an impact on the activity of the Issuer during 2015 and 2016 and affect future 

results namely any change in the current accommodative monetary policy followed by the ECB and new 

regulatory requirements affecting the banking industry and requiring a short term response. 

The financial problems faced by the Bank’s customers could adversely affect the Bank 

Market turmoil and economic recession could materially adversely affect the liquidity, businesses and/or 

financial conditions of the Bank’s borrowers, which could in turn further increase the Bank’s non-

performing loan ratios, impair the Bank’s loan and other financial assets and result in decreased demand for 

borrowings in general. In a context of continued market turmoil, economic recession and increasing 

unemployment coupled with declining consumer spending, the value of assets collateralising the Bank’s 

secured loans, including homes and other real estate, could decline, which could result in impairment of the 
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value of the Bank’s loan assets. The Bank’s customers may further significantly decrease their risk tolerance 

to non-deposit investments such as stocks, bonds and mutual funds, which would adversely affect the Bank’s 

fee and commission income. Any of the conditions described above could have a material adverse effect on 

the Bank’s business, financial condition and results of operations. 

Variations of the terms of the mortgage loan agreements 

On 12 November entered into force Laws 58/2012 and 59/2012, of 9 November 2012 which created a special 

regime applicable to borrowers of credit institutions which are in a very difficult financial position.  

Under Law 58/2012, of 9 November 2012, if a borrower fails to comply with any of its obligations under a 

loan agreement to finance the acquisition or construction of a permanent house of the members of family 

aggregate and provided that certain other conditions are met, credit institutions will be required to 

renegotiate such loan agreements and apply one of the recovery procedures expressly foreseen.  

Law 59/2012, of 9 November 2012 amends Decree-Law 349/98, of 11 November on granting of credit to 

finance acquisition or construction of house, creating a special regime on credit mortgages and limitations on 

the resolution of the credit agreements in case of default. 

At this time, it is not possible to anticipate the impact that such rules will have in the Issuer but the 

applicability of such regimes could have a material adverse effect on the Issuer’s business, financial 

condition and results of operations. 

The Bank may generate lower revenues from commissions-and fee-based businesses 

Market downturns are likely to lead declines in the volume of transactions that the Bank executes for its 

customers and, therefore, to declines in the Issuer’s non-interest revenues. In addition, because the fees that 

the Issuer charges for managing its clients’ portfolios are in many cases based on the value or performance of 

those portfolios, a market downturn that reduces the value of the Issuer’s clients’ portfolios or increases the 

amount of withdrawals would reduce the revenues the Issuer receives from its asset management and private 

banking and custody businesses. 

Below-market performance by the Issuer’s mutual funds may result in increased withdrawals and reduced 

inflows, which would reduce the revenue the Issuer receives from its asset management business. 

Risks associated with the implementation of its risk management policies 

The Issuer is exposed to a number of risks, including, among others, market risk, credit risk, liquidity risk 

and operational risk. Although the Issuer has implemented risk management policies for each of the risks 

that it is exposed to, taking into account worst case scenarios, the policies and procedures it employs to 

identify, monitor and manage these risks may not be fully effective. 

Credit Risk 

The Issuer is exposed to the creditworthiness of its customers and counterparties. If the value of the collateral 

securing the Issuer’s loan portfolio declines, the Issuer will be exposed to a higher credit risk and increased 

risk of non-recovery in the event that any loans failed to perform. The Issuer cannot guarantee that it would 

be able to realise adequate proceeds from collateral disposals to cover loan losses.  

The adverse economic environment, in recent years, has been the reason to an increase in the deterioration of 

the creditworthiness of the Issuer’s customers, explained by the unemployment increases and a sharp 

reduction in the internal consume.  

The behaviour of credit markets in recent years has been characterized by a negative level of growth, and 

this evolution was consistent through all the segments of loans to the non-financial private sector.  

The following table shows the distribution of loans and advances to customers at the end of 2014 and 2013. 
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The increase in the gross amount of loans and advances to customers was due to an increase of around 86 

million euros, or 32.1 per cent. , in other securitized loans and a rise by around 122 million euros, or 2.5 per 

cent., in terms of loans granted, mostly to public bodies (74 per cent.) and the remaining 26 per cent. to 

private customers. Loans granted to companies and public bodies increased by over 89.8 million euros, or 

2.9 per cent., representing 55.1 per cent. of total gross lending. Loans to private customers represented 32.9 

per cent. of total gross lending, reflecting an upsurge of 1.7 per cent., i.e., a 32 million euro increase. This 

increase of loans to customers was mostly supported by the 2.9 per cent. or around 42.7 million euro increase 

in residential mortgage loans. 

Gross loans and advances to customers amounted to more than 5,775 million euros at the end of 2014, 

representing 68.7 per cent. of total assets, or 64.9 per cent. if provisions for past-due loans are deducted. 

Loans and advances to corporate customers and the public sector totalled around 3,182 million euros 

(excluding other securitized loans and overdue loans), which corresponds to 62.6 per cent. of total lending 

operations. 

In the first half of 2015, the increase by 230 million euros in gross lending, 4.6 per cent. more when 

compared with the same period last year, was mostly due to the increase by around 172 million euros, or 5.5 

per cent., in corporate lending and 62.7 million euros, or 4.3 per cent., in home loans, since the remaining 

items have decreased. Total net lending was affected by the increase in provisions due to the upsurge of past-

due loans by around 46 million euros, i.e., 15.6 per cent., thus posting an increase by 223 million euros that 

corresponds to a lower year-on-year change but is still of around 4.2 per cent.. The following table shows the 

distribution of loans and advances to customers at the end of the first half of 2015 and 2014. 
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The amount of past-due loans and interest at the end of 2014 totalled over 329 million euros, which 

represents an increase by 20.8 per cent. when compared with the previous year. This type of loans 

represented 5.70 per cent. of total lending. Taking into consideration only loans that have been non-

performing for more than 90 days this indicator stands at 5.44 per cent.. 

Total non-performing loans amounted to 447.3 million euros at the end of 2014, which represents 7.8 per 

cent. of total lending operations. 

 

At the end of 2014, provisions for credit risks amounted to 366 million euros, ensuring a hedging ratio of 

111.1 per cent.. 

The amount of past-due loans and interest at the end of the first half of 2015 totalled over 363.9 million 

euros, which represents an increase by 17.9 per cent. when compared with the same period last year. This 
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type of loans represented 6.15 per cent. of total lending. Taking into consideration only loans that have been 

non-performing for more than 90 days this indicator stood at 5.96 per cent.. 

 

As at 30 June 2015, provisions for credit risks amounted to 395.7 million euros, ensuring a hedging ratio of 

108.7 per cent.. 

Total past-due loans amounted to over 483.3 million euros at the end of 2015, which represented around 8.17 

per cent. of total lending, thus showing an upward trend that was constant until the end of the first half of the 

year. 

The Issuer cannot assure potential investors that its level of impairments and other reserves will be adequate 

or that the Issuer will not have to take significant additional impairments for possible impairment losses in 

future periods. 

Market Risk 

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

Changes in interest rate levels, yield curves and spreads may affect the interest rate margin realised between 

lending and borrowing costs. Changes in exchange rates affect the value of assets and liabilities denominated 

in foreign currencies and may affect income from foreign exchange dealing. The performance of financial 

markets may cause changes in the value of the Issuer’s investment and trading portfolios. The Issuer has 

implemented risk management methods to mitigate and control these and other market risks to which the 

Bank is exposed and exposures are constantly measured and monitored. However, it is difficult to predict 

with accuracy changes in economic or market conditions and to anticipate the effects that such changes could 

have on the Issuer’s financial condition and on the results of its operations. 

The Issuer currently may engage in various treasury activities for its own account, including placing euro 

and foreign currency-denominated deposits in the inter-bank market and trading in the primary and 

secondary markets for government securities. Proprietary trading includes taking positions in the fixed 

income and equity markets using both cash and derivative products and financial instruments. Although the 

Issuer’s level of engagement in such activities is limited, proprietary trading involves a degree of risk. Future 

proprietary trading results will in part depend on market conditions and the Issuer could incur significant 

losses, which could adversely affect its financial condition and results of operations. 

Market Risk is the probability of negative impacts in the Issuer’s earnings or capital due to adverse changes 

in the market prices of the instruments in the trading book, caused by the volatility of equity prices, interest 

rates and foreign exchange rates. 
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As at 31 December 2014, the Issuer’s portfolio amounted to around 1.9 billion euros, of which around 39 

million were classified as financial assets held for trading and other financial assets at fair value through 

profit or loss. As at 30 June 2015, the Issuer’s portfolio amounted to around 2.2 billion euros, of which 

around 46 million were classified as financial assets held for trading and other financial assets at fair value 

through profit or loss. 

Foreign exchange rate risk is the probability of negative impact on the Issuer’s earnings or capital due to 

adverse changes in foreign exchange rates, caused by the volatility of the price of instruments that 

correspond to foreign exchange positions or by any change in the competitive position of the institution due 

to significant fluctuations in foreign exchange rates. 

The activity in foreign currency consists in making transactions with the parent company deriving from 

customer operations. In this context, the global currency position is almost null and therefore any impact on 

the Issuer’s earnings as a result of fluctuations in exchange rates (mostly the American dollar) is immaterial.  

The investments, business, profitability and results of operations of the Issuer, may be adversely 

affected as a result of the difficult conditions in the financial markets 

Since the second half of 2007, disruption in the global credit markets, coupled with the re-pricing of credit 

risk and the deterioration of the housing markets in the United States and elsewhere, created increasingly 

difficult conditions in the financial markets. Among the sectors of the global credit markets that are 

experiencing particular difficulty due to the current crisis are the markets associated with sub-prime 

mortgage backed securities, asset backed securities, collateralized debt obligations, leveraged finance and 

complex structured securities. These conditions have resulted in historic volatility, less liquidity or no 

liquidity, widening of credit spreads and a lack of price transparency in certain markets. Most recently, these 

conditions have resulted in the failures of a number of financial institutions in the United States and Europe 

and unprecedented action by governmental authorities, regulators and central banks around the world. These 

conditions may be exacerbated by persisting volatility in the financial sector and the capital markets, or 

concerns about, or a default by, one or more institutions, which could lead to significant market-wide 

liquidity problems, losses or defaults by other institutions. It is difficult to predict how long these conditions 

will exist and how the Issuer’s investments and markets will be adversely affected.  

Soundness of other financial institutions 

The Issuer is exposed to many different counterparties in the normal course of its business; hence its 

exposure to counterparties in the financial services industry is significant. This exposure can arise through 

trading, lending, deposit-taking, clearance and settlement and numerous other activities and relationships. 

These counterparties include institutional clients, brokers and dealers, commercial banks, investment banks 

and mutual. Many of these relationships expose the Issuer to credit risk in the event of default of a 

counterparty or client. In addition, the Issuer’s credit risk may be exacerbated when the collateral it holds 

cannot be realised at, or is liquidated at prices not sufficient to recover, the full amount of the loan or 

derivative exposure it is due to cover, which could in turn affect the Issuer’s ability to meet its payments 

under the Notes. Many of the hedging and other risk management strategies utilised by the Issuer also 

involve transactions with financial services counterparties. It is difficult to predict to which extent a 

downgrade in such counterparties’ financial condition may affect the Issuer’s hedging and other risk 

management strategies. 

Operational Risk 

In the ordinary course of the Issuer’s business and as a result of the Issuer’s organisational structure, the 

Issuer is exposed to operational risks, as interruption of service, errors, fraud, omissions, delays in providing 

services and risk management requirements. 
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The Issuer continually monitors these risks by means of, among other things, advanced administrative and 

information systems and insurance coverage in respect of certain operational risks. 

Any failure to execute the Issuer’s risk management and control policies successfully could materially 

adversely affect the Issuer’s financial condition and results of operations. 

The Issuer’s management of operational risk methodology includes a self-assessment exercise that, 

depending on the estimated average impacts for each risk factor, it is understood that the Issuer has a 

moderate risk profile. 

Since 31 December 2014, the Issuer has calculated its own funds requirements for operational risk hedging 

according to the standard approach (TSA). 

At the end of 2014, the losses identified that fit into Operational Risk amounted to 9 per cent. of the Issuer's 

capacity for the absorption of such losses, considering the amount of own funds to hedge Operational Risk 

defined according to the standard approach at the end of the year. 

Compliance Risk 

The Issuer is subject to rules and regulations related to money laundering and terrorism financing. 

Compliance with anti-money laundering and anti-terrorist financing rules entails significant cost and effort. 

Non-compliance with these rules may have serious consequences, including adverse legal and reputational 

consequences. Although the Issuer believes that its current anti-money laundering and anti-terrorism 

financing policies and procedures are adequate to ensure compliance with applicable legislation, the Issuer 

cannot ensure that it will comply at all times with all rules applicable to money laundering and terrorism 

financing as extended to the whole BPE Group and applied to its workers in all circumstances. A possible 

violation, or even any suspicion of a violation of these rules, may have serious reputational, legal and 

financial consequences, which could have a material and adverse effect on the Issuer’s business, financial 

condition or results of operations. 

Technological risk 

The Issuer’s operations are highly dependent on computerised record-keeping, financial reporting and other 

systems, including point of sale monitoring and internal accounting systems, particularly following the 

centralisation of the Issuer’s information technology systems. 

Although the Issuer’s computer systems have been evaluated and the Issuer believes its back-up facilities to 

be adequate, the Issuer cannot assure potential investors that it will be able to identify and correct problems 

related to its information technology systems, or that it will be able to implement technological 

improvements successfully. 

Dependence on Banco Popular Español, S.A. 

The Issuer is fully owned by BPE and both institutions have close operational and financial ties. Part of the 

Issuer funding is provided by BPE and, therefore, any of its liquidity constraint may also have an impact on 

the Issuer funding position. 

An adverse evolution of the European and Spanish financial environment may have a negative impact on 

BPE and, consequently, on the Issuer.  

Reputational risk 

Reputational risk is defined as the probability of negative impact on earnings or capital due to an adverse 

perception of the public image of the financial institution, grounded or otherwise, held by its different 

stakeholders, i.e., clients, suppliers, financial analysts, employees, investors or the public opinion in general. 
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Potential adverse impact on the Issuer’s reputation may arise from failures in terms of management and 

control of the aforementioned risks. In this scope, the BPE Group considers that the internal government 

system, the policies and procedures in force, are adequate and enable the prevention and mitigation of 

reputational risk in its various forms. 

The main and more easily identifiable source of this type of risk is legal risk. In this scope, at the Issuer’s 

department of Compliance and Control worry about abiding by the legal regulations in force, assessing and 

trying to prevent possible relevant default risks from an economic or reputational standpoint. 

Property Risk 

Property risk is defined as the probability of negative impact on results or equity arising from a general drop 

in the property portfolio and the inherent volatility of the real estate market. 

The Issuer is exposed to property risk that arises from its property portfolio whose net amount as at 31 

December 2014 amounted to around 112.1 million euros, representing around 1.3 per cent. of the Issuer’s net 

assets. These were assets whose ownership was transferred to the Issuer following legal actions or in lieu of 

payment to settle loan debts (mostly loans for construction/property development and residential mortgage 

loans).  

At the time of transfer in lieu of payment, acquisition or legal award to settle the debt, for the materially 

relevant transactions external appraisals are always required. After that, new appraisals are carried out 

according to the time frames established by the Bank of Portugal or in between periods if there is any 

indication of any property value loss.  

In the scope of the stress test performed, a sensitivity analysis and the impact on capital consumption caused 

by the decrease in property prices is calculated. 

Changes to tax legislation and to other laws or regulations 

The Issuer may be adversely affected by changes in the tax legislation and other laws or regulations 

applicable in Portugal, the EU, as well as by changes of interpretation by the competent tax authorities of 

legislation and regulation. The measures taken by the Portuguese Government in order to achieve fiscal 

consolidation and to stimulate the economy may result in higher taxes or lower tax benefits. Further changes 

or difficulties in the interpretation of or compliance with new tax laws and regulations might negatively 

affect the Issuer’s business, financial condition and results of operations. 

Other Risks 

The Issuer may be exposed to other risks or to an unexpected level of risk. Notwithstanding the 

implementation of extensive procedures regarding the management of risks and types of risk identified by 

the Issuer and to which the Issuer is exposed, the Issuer may not ensure that it will not be affected by the 

materialization of risks currently unknown. The Issuer cannot further ensure that, in the event of the 

occurrence of exceptionally adverse scenarios, the proceedings used by it in the identification, monitoring 

and management of risks will be totally effective. 

II. NOTES RELATED RISK FACTORS 

The Notes may not be a suitable investment for all investors 

Each potential investor in the Notes must determine the suitability of that investment in light of its own 

circumstances. In particular, each potential investor should: 

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

merits and risks of investing in the relevant Notes and the information contained or incorporated by 

reference in this Base Prospectus or any applicable supplement; 
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 have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its 

particular financial situation, an investment in the relevant Notes and the impact such investment will 

have on its overall investment portfolio; 

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

including Notes with principal or interest payable in one or more currencies, or where the currency for 

principal or interest payments is different from the currency in which such investor’s financial 

activities are principally denominated; 

 understand thoroughly the terms of the relevant Notes and be familiar with the behaviour of any 

relevant indexes and financial markets; and  

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

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

applicable risks. 

Some Notes are complex financial instruments. Sophisticated institutional investors generally do not 

purchase complex financial instruments as stand-alone investments. They purchase complex financial 

instruments as a way to reduce risk or enhance yield with an understood, measured, appropriate addition of 

risk to their overall portfolios. A potential investor should not invest in Notes which are complex financial 

instruments unless it has the expertise (either alone or with a financial adviser) to evaluate how the Notes 

will perform under changing conditions, the resulting effects on the value of the Notes and the impact this 

investment will have on the potential investor’s overall investment portfolio. 

Senior Notes 

The Issuer is not prohibited from issuing or guaranteeing further notes or debt ranking pari passu with its 

obligations under the Notes. The terms of the Senior Notes contain a negative pledge provision as further 

described in Condition 3 of the Terms and Conditions of the Notes. 

Subordinated Notes 

The obligations of the Issuer under the Subordinated Notes will be subordinated in right of the payment to 

the claims of all Senior Creditors (as defined in Condition 2 of the Terms and Conditions of the Notes) e.g. 

depositors and other unsubordinated creditors of the Issuer. In the event that the Issuer is wound-up, 

liquidated or dissolved, the assets of the Issuer would be available to pay obligations under the Subordinated 

Notes only after all payments have been made to such Senior Creditors. 

The Subordinated Notes have an original maturity of at least five years. The Subordinated Notes can only be 

redeemed or called within the five years following the issue date if the competent banking prudential 

supervisory authority (and there is no assurance that such competent banking prudential supervisory 

authority will consent with this early redemption) previously authorises in accordance with articles 77 or 

78(4) of the CRR or if the Issuer becomes insolvent or liquidated. 

Notes are obligations of the Issuer only 

The Notes will constitute unsubordinated or subordinated obligations (depending on if such Note is Senior or 

Subordinated) of the Issuer and will not benefit from any security or third party guarantee. An investment in 

the Notes involves a reliance on the creditworthiness of the Issuer. The Notes are not guaranteed by any 

person. In addition, an investment in Notes involves the risk that subsequent changes in the actual or 

perceived creditworthiness of the Issuer may adversely affect the market value of the relevant Notes. 

Accordingly, the Notes will not represent an obligation or be the responsibility of the Dealers or any person 

other than the Issuer. The Issuer will be liable solely in its corporate capacity for its obligations in respect of 



39 

the Notes and such obligations will not be the obligations of its officers, members, directors, employees, 

security holders or incorporators. 

Liquidity risk 

Notes may have no established trading market when issued, and one may never develop. If a market does 

develop, it may not be liquid. Therefore, investors may not be able to sell their Notes easily or at prices that 

will provide them with a yield comparable to similar investments that have a developed secondary market. 

This is particularly the case for Notes that are especially sensitive to interest rate, currency or market risks, 

are designed for specific investment objectives or strategies or that have been structured to meet the 

investment requirements of limited categories of investors. These types of Notes generally would have a 

more limited secondary market and more price volatility than conventional debt securities. Illiquidity may 

have a severely adverse effect on the market value of Notes. 

Other factors that may affect an Issuer’s ability to fulfil its obligations under the Notes  

Since the Issuer’s principal sources of funds are customer deposits, a sudden shortage of these funds could 

increase the Issuer’s cost of funding 

The Issuer’s principal sources of funds have been customer funds (savings, current and time deposits). The 

Issuer also offers structured products and investment funds. Since it relies on these sources for funding, there 

is no assurance that, in the event of a sudden or unexpected shortage of funds in the market in which the 

Issuer operates, the Issuer will be able to maintain its levels of funding without incurring higher funding 

costs or the liquidation of certain assets. These factors may in turn affect the Issuer’s ability to fulfil its 

obligations under the Notes. 

Since the mortgage and construction lending sector represents an important part of the Issuer’s loan 

portfolio, any deterioration of the business conditions in that sector could affect its business and results 

Mortgage lending and property development represented around 9.8 per cent. of the credit portfolio in 

December 2014. Significant changes in the economic conditions occurring in that sector due to economic or 

political conditions beyond the Issuer’s control may lead to an increase in non-performing loans and to a 

decrease in the loan portfolio of the Bank. This may also adversely affect the normal course of the Issuer’s 

business and the Issuer’s ability to fulfil its obligations under the Notes. 

Volatility in interest rates may negatively affect the Issuer’s net interest income, increase its non-performing 

loans and affect its ability to fulfil its obligations under the Notes 

The Issuer’s results of operations are dependent upon the level of its net interest income, which is the 

difference between interest income from interest-earning assets and interest expense on interest-bearing 

liabilities. Interest rates are highly sensitive to many factors beyond the Issuer’s control, including 

deregulation of the financial sector, monetary policies, domestic and international economic and political 

conditions and other factors. 

Changes in market interest rates may affect the interest rates charged on the interest-earning assets 

differently from the interest rates paid on interest-bearing liabilities 

This difference could result in an increase in interest costs relative to interest income and a reduction in the 

Issuer’s net interest income which may affect the Issuer’s ability to fulfil its obligations under the Notes. 

Also, a significant level of volatility in interest rates could lead to an increase in non-performing loans. 

Interest rates are highly sensitive to many factors beyond the Issuer’s control, including deregulation of the 

financial sector, monetary policies, domestic and international economic and political conditions and other 

factors. 

Foreign exchange rate fluctuations may negatively affect the Issuer’s earnings and the value of its assets 
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In the ordinary course of its business, the Issuer has a small percentage of its assets and liabilities 

denominated in currencies other than the euro. Fluctuations in the value of the euro against other currencies 

may positively or adversely affect the Issuer’s profitability. The value of the euro against the U.S. dollar may 

affect earnings from the Issuer’s international operations. These foreign exchange fluctuations may affect the 

Issuer’s ability to fulfil its obligations under the Notes. 

Risks related to the structure of a particular issue of Notes 

A range of Notes may be issued under the Programme. A number of these Notes may have features which 

contain particular risks for potential investors, who should consider the terms of the Notes before investing. 

Set out below is a description of the most common features: 

Notes Subject to optional redemption by the Issuer 

An optional redemption feature of Notes is likely to limit their market value. During any period when the 

Issuer may elect to redeem Notes, the market value of those Notes generally will not rise substantially above 

the price at which they can be redeemed. This also may be true prior to any redemption period. 

The Issuer may be expected to redeem Notes when its cost of borrowing is lower than the interest rate on the 

Notes. At those times, an investor generally would not be able to reinvest the redemption proceeds at an 

effective interest rate as high as the interest rate on the Notes being redeemed and may only be able to do so 

at a significantly lower rate. Potential investors should consider reinvestment risk in light of other 

investments available at that time. 

Fixed/Floating Rate Notes 

Fixed/Floating Rate Notes may bear interest at a rate that converts from a fixed rate to a floating rate, or 

from a floating rate to a fixed rate. Where the Issuer has the right to effect such a conversion, this will affect 

the secondary market and the market value of the Notes since the Issuer may be expected to convert the rate 

when it is likely to produce a lower overall cost of borrowing. If the Issuer converts from a fixed rate to a 

floating rate in such circumstances, the spread on the Fixed/Floating Rate Notes may be less favorable than 

then prevailing spreads on comparable Floating Rate Notes tied to the same reference rate. In addition, the 

new floating rate at any time may be lower than the rates on other Notes. If the Issuer converts from a 

floating rate to a fixed rate in such circumstances, the fixed rate may be lower than then prevailing rates on 

its Notes.  

Notes issued at a substantial discount or premium 

The market values of securities issued at a substantial discount or premium from their principal amount tend 

to fluctuate more in relation to general changes in interest rates than do prices for conventional interest-

bearing securities. Generally, the longer the remaining term of the securities, the greater the price volatility 

as compared to conventional interest-bearing securities with comparable maturities. 

The Issuer’s obligations under Subordinated Notes are subordinated 

The Issuer’s obligations under Subordinated Notes will be unsecured and subordinated and will rank junior 

in priority of payment to its obligations to Senior Creditors, as specified below 

The Subordinated Notes are direct, unsecured and subordinated obligations of the Issuer, rank and will rank 

pari passu without any preference among themselves and (save for certain obligations required to be 

preferred by law) at least pari passu with all other present and future subordinated debt and obligations of 

the Issuer. 

If the Issuer becomes the subject of a voluntary or involuntary liquidation, insolvency or similar proceeding, 

(to the extent permitted by applicable law) the rights of holders of Subordinated Notes against the Issuer to 
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payment of principal and interest on the Subordinated Notes will be subordinated in right of payment to the 

claims of all Senior Creditors. 

Although Subordinated Notes may pay a higher rate of interest than comparable Notes which are not 

subordinated, there is a real risk that an investor in Subordinated Notes will lose all or some of his 

investment should the Issuer become insolvent. 

“Senior Creditors” means creditors of the Issuer who (A) are depositors or other unsubordinated creditors 

of the Issuer or (B) are subordinated creditors of the Issuer other than those whose claims rank, or are 

expressed to rank, pari passu with, or junior to, the claims of the holders of the Subordinated Notes.  

Capital Requirements Directive 

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

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

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

the European Parliament and the Council and both dated 14 June 2006. Directive 2006/48/EC and 

2006/49/EC were both implemented in Portugal through, respectively, Decree-law 104/2007 and Decree-law 

103/2007, both of 3 April 2007.  

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

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

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

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

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

current Capital Requirements Directives (2006/48/EC and 2006/49/EC): Regulation 575/2013 and Directive 

2013/36/EU. The package entered into force on 1 January 2014, while some of the new provisions will be 

phased-in between 2014 and 2019. This new framework is expected to affect the real economy, credit market 

and the banking system, with significant impact on economic players and may have a significant impact in 

the capital resources and requirements of the Issuer. At this stage, the Issuer cannot predict yet the precise 

effects of the new requirements on either its own financial performance or the impact on the pricing of the 

Notes issued under the Programme. Potential investors in the Notes should consult their own advisers as to 

the consequences for them of the enactment and implementation of the Basel III framework. 

EU Savings Directive 

Under Council Directive 2003/48/EC, of 3 June 2003, on taxation of savings income in the form of interest 

payments (the “EU Savings Directive”), Member States are required to provide to the tax authorities of 

other Member States details of certain payments of interest or similar income paid or secured by a person 

established in a Member State to or for the benefit of an individual resident in another Member State or to 

certain limited types of entities established in another Member State of the EU. For a transitional period, 

Austria is required (unless during that period they elect otherwise) to operate a withholding system in 

relation to such payments. The changes referred to above will broaden the types of payments subject to 

withholding in those Member States which still operate a withholding system when they are implemented. 

On 10 November 2015, the Council of the European Union adopted a Council Directive repealing the EU 

Savings Directive as of 1 January 2017 in the case of Austria and from 1 January 2016 in the case of all other 

EU Member States (subject to on-going requirements to fulfil administrative obligations such as the 

reporting and exchange of information relating to, and accounting for withholding taxes on, payments made 

before those dates). This is to prevent overlap between the EU Savings Directive and a new automatic 

exchange of information regime to be implemented under the Council Directive on administrative 

cooperation in the field of taxation (Directive 2011/16/EU, as amended), which is based on the format 
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established by the OECD called Common Reporting Standard (CRS). This new global standard for 

automatic exchange of information on investment income shall completely replace the EU Savings Directive. 

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

system and an amount of, or in respect of, tax were to be withheld from that payment, neither the Issuer nor 

any Paying Agent nor any other person would be obliged to pay additional amounts with respect to any 

Notes as a result of the imposition of such withholding tax. The Issuer is required to maintain a Paying Agent 

in an EU Member State that is not obliged to withhold or deduct tax pursuant to the EU Savings Directive. 

U.S. Foreign Account Tax Compliance Act Withholding 

Sections 1471 through 1474 of the U.S. Internal Revenue Code of 1986 (“FATCA”) impose a new reporting 

regime and, potentially, a 30 per cent. withholding tax with respect to (i) certain payments from sources 

within the United States, (ii) “foreign pass-through payments” made to certain non-U.S. financial institutions 

that do not comply with this new reporting regime, and (iii) payments to certain investors that do not provide 

identification information with respect to interests issued by a participating non-U.S. financial institution. 

Whilst the Notes are held within the CSD, in all but the most remote circumstances, it is not expected that 

FATCA will affect the amount of any payment received by the clearing systems. However, FATCA may 

affect payments made to custodians or intermediaries in the subsequent payment chain leading to the 

ultimate investor if any such custodian or intermediary generally is unable to receive payments free of 

FATCA withholding. It also may affect payment to any ultimate investor that is a financial institution that is 

not entitled to receive payments free of withholding under FATCA, or an ultimate investor that fails to 

provide its broker (or other custodian or intermediary from which it receives payment) with any information, 

forms, other documentation or consents that may be necessary for the payments to be made free of FATCA 

withholding. Investors should choose the custodians or intermediaries with care (to ensure each is compliant 

with FATCA or other laws or agreements related to FATCA) and provide each custodian or intermediary 

with any information, forms, other documentation or consents that may be necessary for such custodian or 

intermediary to make a payment free of FATCA withholding. The Issuer’s obligations under the Notes are 

discharged once it has paid the CSD and the Issuer has therefore no responsibility for any amount thereafter 

transmitted through the CSD and custodians or intermediaries. prospective investors should refer to the 

section “Taxation – Foreign Account Tax Compliance Act”. 

Interest rate risks 

Investment in Fixed Rate Notes involves the risk that subsequent changes in market interest rates may 

adversely affect the value of the Fixed Rate Notes.  

Credit ratings may not reflect all risks 

One or more independent credit rating agencies may assign credit ratings to the Notes. The ratings may not 

reflect the potential impact of all risks related to structure, market, additional factors discussed above, and 

other factors that may affect the value of the Notes. A credit rating is not a recommendation to buy, sell or 

hold securities and may be revised or withdrawn by the rating agency at any time. A rating agency may 

lower or withdraw its rating of the Notes and that action may reduce the market value of the Notes. 

European regulated institutions are in general restricted from using credit ratings for regulatory purposes 

under the CRA Regulation, unless such ratings are issued by a credit rating agency established in the EU and 

registered under the CRA Regulation (and such registration has not been withdrawn or suspended), subject to 

transitional provisions that apply in certain circumstances whilst the registration application is pending. Such 

general restriction will also apply in the case of credit ratings issued by non-EU credit rating agencies, unless 

the relevant credit ratings are endorsed by an EU-registered credit rating agency or the relevant non-EU 

rating agency is certified in accordance with the CRA Regulation (and such endorsement action or 

certification, as the case may be, has not been withdrawn or suspended). Certain information with respect to 
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the credit rating agencies and ratings referred to in this Base Prospectus and/or the Final Terms will be 

disclosed in the Final Terms. 

Legal investment considerations may restrict certain investments 

The investment activities of certain investors are subject to legal investment laws and regulations, or review 

or regulation by certain authorities. Each potential investor should consult its legal advisers to determine 

whether and to what extent (1) Notes are legal investments for it, (2) Notes can be used as collateral for 

various types of borrowing and (3) other restrictions apply to its purchase or pledge of any Notes. Financial 

institutions should consult their legal advisers or the appropriate regulators to determine the appropriate 

treatment of Notes under any applicable risk-based capital or similar rules. 

Reliance upon Interbolsa procedures and Portuguese law in the case of Notes held through Interbolsa 

Investments in Notes held through Interbolsa will be subject to Interbolsa procedures and Portuguese law 

with respect to the following: 

Form and Transfer of the Notes 

Notes will be represented in dematerialised book-entry form (forma escritural) and may be registered Notes 

(nominativas) or bearer Notes (ao portador). 

Notes will be registered in the relevant issue account opened by the Issuer with Interbolsa and will be held in 

control accounts by the Affiliate Members of Interbolsa on behalf of the relevant holders. Such control 

accounts will reflect at all times the aggregate number of Notes held in the individual securities accounts 

opened by the clients of the Affiliate Members of Interbolsa (which may include Euroclear and Clearstream, 

Luxembourg). The transfer of Notes and their beneficial interests will be made through Interbolsa. 

Payments on Notes 

All payments on Notes (including without limitation the payment of accrued interest, coupons and principal) 

will be (i) made by the Issuer to the Agent, (ii) transferred, in accordance with the procedures and regulations 

of Interbolsa, from the account held by the Agent to the accounts of the Affiliate Members of Interbolsa who 

hold control accounts on behalf of the holders of Notes and, thereafter, (iii) transferred by the Affiliate 

Members of Interbolsa from their accounts to the accounts of their clients (which may include Euroclear 

Bank and Clearstream, Luxembourg). 

The holders of Notes must rely on the procedures of Interbolsa to receive payment under the Notes. The 

records relating to payments made in respect of beneficial interests in the Notes are maintained by the 

Affiliate Members of Interbolsa and the Issuer accepts no responsibility for, and will not be liable in respect 

of, the maintenance of such records. 

Portuguese Tax Rules  

Pursuant to Decree-law 193/2005, of 7 November 2005, as amended, investment income paid to non-resident 

holders of Notes and capital gains derived from a sale or other disposal of such Notes, will be exempt from 

Portuguese income tax only if certain documentation requirements are duly complied with.  

If the Notes are integrated in a centralized system for securities managed, either (i) by a resident entity or by 

an international clearing system managing entity established in another EU Member State (e.g. Euroclear and 

Clearstream, Luxembourg) or (ii) in an European Economic Area Member State (provided it is bound by an 

administrative cooperation in tax matters similar to the one established within the EU) the management 

entity of such clearing system shall transmit to the direct register entity or to its representative regarding all 

accounts under its management, the name and address and tax identification number (as long as they possess 

one), the identification and quantity of the securities held and the amount of income of each beneficiary.  
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It should also be noted that, if interest and other types of investment income derived from the Notes is paid 

or made available (colocado à disposição) to accounts in the name of one or more accountholders acting on 

behalf of undisclosed entities (e.g., typically “jumbo” accounts) such income will be subject to withholding 

tax in Portugal at a rate of 35 per cent. unless the beneficial owner of the income is disclosed. Failure to 

comply with this disclosure obligation will result in the application of the said Portuguese withholding tax at 

a rate of 35 per cent. 

Further, interest and other types of investment income obtained by non-resident holders (individuals or legal 

persons) without a Portuguese permanent establishment to which the income is attributable that are 

domiciled in a country included in the “tax havens” list approved by Ministerial Order no. 150/2004, of 13 

February 2004 (as amended by Ministerial Order no. 292/2011, of 8 November 2011) is subject to 

withholding tax at 35 per cent., which is the final tax on that income. 

The Issuer will not gross up payments in respect of any such withholding tax in case the conditions described 

in detail in Taxation below are not fully met, including failure to deliver or incorrect filling of the certificate 

or declaration referred to above. Accordingly, holders of Notes must seek their own advice to ensure that 

they comply with all procedures to ensure correct tax treatment of their Notes. 

Other Risks 

The past performance of Notes or other mortgage covered securities issued by the Issuer may not be a 

reliable guide to future performance of the Notes.  

The Notes may fall as well as rise in value.  

Income or gains from Notes may fluctuate in accordance with market conditions and taxation arrangements.  

Where Notes are denominated in a currency other than the reference currency used by the investor, changes 

in currency exchange rates may have an adverse effect on the value, price or income of the Notes.  

Other than as set out in this Base Prospectus, it may be difficult for investors in Notes to sell or realise the 

Notes and/or obtain reliable information about their value or the extent of the risks to which they are 

exposed. 
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RESPONSIBILITY STATEMENTS 

In respect of the Issuer, this Base Prospectus comprises a base prospectus for the purposes of Article 5.4 of 

Directive 2003/71/EC of the European Parliament and of the Council of 4 November 2003, as amended from 

time to time (the “Prospectus Directive”), Article 26 of Commission Regulation (EC) No 809/2004, as 

amended from time to time (the “Prospectus Regulation”) and Article 135-C of the Portuguese Securities 

Code (approved by Decree-law 486/99, of 13 November and as amended from time to time, the “Portuguese 

Securities Code”), for the purpose of giving information with regard to the Issuer which, according to the 

nature of the Issuer and the Notes, is necessary to enable investors to make an informed assessment of the 

assets and liabilities, financial position, profit and losses and prospects of the Issuer, as well as of the 

features and characteristics of the Notes. This Base Prospectus is not a prospectus for the purposes of section 

12(a)(2) or any other provision of the United States Securities Act 1933, as amended (the “Securities Act”). 

The format and contents of this Base Prospectus comply with the relevant provisions of the Prospectus 

Directive and all laws and regulations applicable thereto. 

For the purposes of articles 149, 150 and 243 of the Portuguese Securities Code, (i) the Issuer, the members 

of its Board of Directors and the members of its Supervisory Board (see Administrative, Management and 

Supervisory Bodies), and its Statutory Auditor, are responsible for the information contained in this Base 

Prospectus in accordance with the aforementioned articles and declare that, to the best of their knowledge 

(having taken all reasonable care to ensure that such is the case), the information contained in this Base 

Prospectus for which they are responsible according to the aforementioned articles is in accordance with the 

facts and contains no omissions likely to affect the import of such information, and (ii) the Statutory Auditor 

of the Issuer (see Administrative, Management and Supervisory Bodies) has responsibility for the auditors 

reports issued in connection with the audited financial statements of the Issuer ,which are incorporated by 

reference in this Base Prospectus. 

Vieira de Almeida & Associados - Sociedade de Advogados, R.L., as Portuguese law advisors, responsible 

for the Portuguese legal matters included in the chapter “Portuguese Taxation”. 

PricewaterhouseCoopers & Associados, Sociedade de Revisores Oficiais de Contas, Lda., registered with the 

Portuguese Securities Commission (Comissão do Mercado de Valores Mobiliários, the “CMVM”) with 

number 9077, with registered office at Palácio SottoMayor - Rua Sousa Martins, 1º - 3º, 1069-316 Lisbon, 

Portugal (the Statutory Auditor of the Issuer), have audited the Issuer’s financial statements in respect of the 

years ended on 31 December 2013 and 31 December 2014 in accordance with the Adjusted Accounting 

Standards (‘Normas de Contabilidade Ajustadas’ - NCA) as defined by Notice No. 1/2005, of 21 February, 

and defined in Instructions nos. 9/2005 and 23/2004 issued by the Bank of Portugal and pursuant to 

paragraph 2(d) of the Bank of Portugal Instruction no. 18/2005 and CMVM Regulation no. 11/2005 

(“Accounts”) and is therefore responsible for its report on the audit of the Accounts, which are incorporated 

by reference herein in the section headed “Documents Incorporated by Reference”. PricewaterhouseCoopers 

& Associados, Sociedade de Revisores Oficiais de Contas, Lda. accepts responsibility for the accuracy or 

completeness of any audited information contained in this Prospectus.  

Banco Popular Portugal, S.A. (“Issuer” or “Bank”) is responsible for the information contained in this Base 

Prospectus. To the best of the knowledge of the responsible persons (having taken all reasonable care to 

ensure that such is the case) the information contained in this Base Prospectus is in accordance with the facts 

and does not omit anything likely to affect the import of such information. 

This Base Prospectus is to be read in conjunction with all documents which are deemed to be incorporated 

herein by reference (see “Documents Incorporated by Reference”). This Base Prospectus shall be read and 

construed on the basis that such documents are incorporated and form part of this Base Prospectus. 
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Under this EUR 2,500,000,000 Euro Medium Term Note Programme (the “Programme”), the Issuer may, 

from time to time, issue notes (the “Notes”, which will include Senior Notes and Subordinated Notes (as 

such terms are defined below)) denominated in any currency agreed between the Issuer and the relevant 

Dealer (as defined herein). 

The maximum aggregate nominal amount of all Notes from time to time outstanding under the Programme 

will not exceed 2,500,000,000 euros (or its equivalent in other currencies calculated as described herein), 

subject to increase as described herein. 

The Notes may be issued on a continuing basis to one or more of the Dealers specified under “Summary of 

the Programme” and any additional Dealer appointed under the Programme from time to time by the Issuer 

(each a “Dealer” and together the “Dealers”), which appointment may be for a specific issue or on an 

ongoing basis. References in this Base Prospectus to the “relevant Dealer” shall, in the case of an issue of 

Notes being (or intended to be) subscribed by more than one Dealer, be to all Dealers agreeing to subscribe 

for such Notes. In respect of any public offers made under this Prospectus in any given jurisdiction and 

unless an applicable exemption applies, only financial intermediaries duly authorised to act as dealers in such 

jurisdiction may act as a Dealer in respect of such public offers. 

None of the Dealers, apart from the Issuer, nor any of their affiliates has separately verified the information 

contained or incorporated in this Base Prospectus. Accordingly, none of the Dealers make any 

representation, warranty or undertaking, express or implied, or accepts any responsibility or liability as to the 

accuracy or completeness of the information contained or incorporated in this Base Prospectus or any other 

information provided by the Issuer in connection with the Programme. None of the Dealers accepts any 

liability in relation to the information contained or incorporated by reference in this Base Prospectus or any 

other information provided by the responsible persons in connection with the Programme. 

No person is or has been authorised by the Issuer to give any information or to make any representation not 

contained in, or not consistent with, this Base Prospectus or any other information supplied in connection 

with the Programme or the Notes and, if given or made, such information or representation must not be 

relied upon as having been authorised by the Issuer or any of the Dealers. 

Neither this Base Prospectus nor any other information supplied in connection with the Programme or any 

Notes (i) is intended to provide the basis of any credit or other evaluation or (ii) should be considered as a 

recommendation by the Issuer, or any of the Dealers that any recipient of this Base Prospectus or any other 

information supplied in connection with the Programme or any Notes should purchase any Notes. Each 

investor contemplating purchasing any Notes should make its own independent investigation of the financial 

condition and affairs, and its own appraisal of the creditworthiness, of the Issuer. Neither this Base 

Prospectus nor any other information supplied in connection with the Programme or the issue of any Notes 

constitutes an offer or invitation by or on behalf of the Issuer, or any of the Dealers to any person to 

subscribe for or to purchase any Notes. 

Neither the delivery of this Base Prospectus nor the offering, sale or delivery of any Notes shall in any 

circumstances imply that the information contained herein concerning the Issuer is correct at any time 

subsequent to the date hereof or the date upon which this Base Prospectus has been mostly recently 

supplemented or that any other information supplied in connection with the Programme is correct as of any 

time subsequent to the date indicated in the document containing such information. The Dealers expressly do 

not undertake to review the financial condition or affairs of the Issuer during the life of the Programme or to 

advise any investor in the Notes of any information coming to their attention. Investors should review, inter 

alia, the most recently published documents incorporated by reference into this Base Prospectus when 

deciding whether or not to purchase any Notes. 
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If, between the date of this Base Prospectus and the closing date of any offer, or the date of any admission to 

trading, made thereunder, any new factor, material mistake or inaccuracy relating to information included in 

this Base Prospectus occurs or if the Issuer becomes aware of a previously existing fact not disclosed in this 

Base Prospectus, in all cases which are capable of affecting the assessment of any Notes, the Issuer will 

prepare a supplement to this Base Prospectus. 

Notice of the aggregate nominal amount of Notes, interest (if any) payable in respect of Notes, the issue 

price of Notes and any other terms and conditions not contained herein which are applicable to each Tranche 

(as defined under “Terms and Conditions of the Notes”) of Notes will be set out in final terms (the “Final 

Terms”) including whether the Notes of such Tranche are to be (i) senior Notes (“Senior Notes”) or (ii) 

subordinated Notes (“Subordinated Notes”). 

The Programme provides that Notes may be listed or admitted to trading, as the case may be, on such other 

or further stock exchanges or markets as may be agreed between the Issuer, and the relevant Dealer. The 

Issuer may issue unlisted Notes and/or Notes not admitted to trading on any market. 

The Issuer may agree with any Dealer that Notes may be issued in a form not contemplated by the Terms and 

Conditions of the Notes as set out herein, in which event a supplement to the Base Prospectus, if appropriate, 

will be made available which will describe the effect of the agreement reached in relation to such Notes. 

Copies of Final Terms will be available at the registered office of the Issuer and the specified office set out 

below of the Paying Agent (as defined below). 

The Notes have not been and will not be registered under the Securities Act and are, in the case of bearer 

Notes, subject to U.S. tax law requirements. Subject to certain exceptions, Notes may not be offered, sold or 

delivered within the United States or to or for the account or benefit of, U. S. persons (see “Subscription and 

Sale”). 

This Base Prospectus does not constitute an offer to sell or the solicitation of an offer to buy any Notes in 

any jurisdiction to any person to whom it is unlawful to make the offer or solicitation in such jurisdiction. 

The distribution of this Base Prospectus and the offer or sale of Notes may be restricted by law in certain 

jurisdictions. The Issuer and the Dealers do not represent that this Base Prospectus may be lawfully 

distributed, or that any Notes may be lawfully offered, in compliance with any applicable registration or 

other requirements in any such jurisdiction, or pursuant to an exemption available thereunder, or assume any 

responsibility for facilitating any such distribution or offering. In particular, unless, specifically indicated to 

the contrary in the applicable Final Terms, no action has been taken by the Issuer or the Dealers (save for 

application for the approval by the CMVM of this Base Prospectus as a base prospectus for the purposes of 

the Prospectus Directive) which would permit a public offering of any Notes or the distribution of this Base 

Prospectus or any other offering material relating to the Programme or the Notes issued thereunder in any 

jurisdiction where action for that purpose is required. Accordingly, no Notes may be offered or sold, directly 

or indirectly, and neither this Base Prospectus nor any advertisement or other offering material may be 

distributed or published in any jurisdiction, except under circumstances that will result in compliance with 

any applicable laws and regulations. Persons into whose possession this Base Prospectus or any Notes may 

come must inform themselves about, and observe, any such restrictions on the distribution of this Base 

Prospectus and the offering and sale of Notes. In particular, there are restrictions on the distribution of this 

Base Prospectus and the offer or sale of Notes in the United States, Japan and the European Economic Area 

(the “EEA”) (including the United Kingdom, Portugal and France) (see “Subscription and Sale”). 

This Base Prospectus has been prepared on the basis that, except to the extent sub-paragraph (ii) below may 

apply, any offer of Notes in any Member State of the EEA which has implemented the Prospectus Directive 

(each, a “Relevant Member State”) will be made pursuant to an exemption under the Prospectus Directive, as 

implemented in that Relevant Member State, from the requirement to publish a prospectus for offers of 
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Notes. Accordingly any person making or intending to make an offer in that Relevant Member State of Notes 

which are the subject of an offering contemplated in this Base Prospectus as completed by final terms in 

relation to the offer of those Notes may only do so (i) in circumstances in which no obligation arises for the 

Issuer or any Dealer to publish a prospectus pursuant to Article 3 of the Prospectus Directive or supplement a 

prospectus pursuant to Article 16 of the Prospectus Directive, in each case, in relation to such offer, or (ii) if 

a prospectus for such offer has been approved by the competent authority in that Relevant Member State or, 

where appropriate, approved in another Relevant Member State and notified to the competent authority in 

that Relevant Member State and (in either case) published, all in accordance with the Prospectus Directive, 

provided that any such prospectus has subsequently been completed by final terms which specify that offers 

may be made other than pursuant to Article 3(2) of the Prospectus Directive in that Relevant Member State 

and such offer is made in the period beginning and ending on the dates specified for such purpose in such 

prospectus or final terms, as applicable. Except to the extent sub-paragraph (ii) above may apply, neither the 

Issuer nor any Dealer have authorised, nor do they authorise, the making of any offer of Notes in 

circumstances in which an obligation arises for either of the Issuer or any Dealer to publish or supplement a 

prospectus for such offer. 

Subject as provided in the applicable Final Terms, the only persons authorised to use this Base Prospectus in 

connection with an offer of Notes are the persons named in the applicable Final Terms as the relevant 

Dealer, the Managers or the Financial Intermediaries, as the case may be. 

In this Base Prospectus, unless otherwise specified or the context otherwise requires, references to “EUR”, 

“€” or “euro” are to the lawful currency of the Member States of the EU that adopt the single currency 

introduced in accordance with the Treaty establishing the European Community (as amended), to “USD” or 

“U.S. dollars” are to United States dollars, the lawful currency of the Unites States of America, and to “£” or 

“GBP” or “pounds sterling” are to pounds sterling, the lawful currency of the United Kingdom. All 

references in this Base Prospectus to the “United States” refer to the United States of America, its territories 

and possessions. 

In connection with the issue of any Tranche of Notes, the Dealer or Dealers (if any) named as the Stabilising 

Manager(s) (or persons acting on behalf of any Stabilising Manager(s)) in the applicable Final Terms may 

over-allot Notes or effect transactions with a view to supporting the market price of the Notes at a level 

higher than that which might otherwise prevail. However, there is no assurance that the Stabilising 

Manager(s) (or persons acting on behalf of a Stabilising Manager) will undertake stabilisation action. Any 

stabilisation action may begin on or after the date on which adequate public disclosure of the final terms of 

the offer of the relevant Tranche of Notes is made and, if begun, will be carried out in compliance with all 

applicable laws and may be ended at any time, but it must end no later than the earlier of 30 days after the 

issue date of the relevant Tranche of Notes and 60 days after the date of the allotment of the relevant Tranche 

of Notes. Any stabilisation action or over-allocation must be conducted by the relevant Stabilising 

Manager(s) (or person(s)) acting on behalf of any Stabilising Manager(s) in accordance with all applicable 

laws and rules. 

Certain figures in this Base Prospectus have been subject to rounding adjustments. Accordingly, amounts 

shown as totals in tables or elsewhere may not be an arithmetic aggregation of the figures which precede 

them. 

In respect of information in this Prospectus sourced from a third party, the responsible persons confirm that 

the information has been accurately reproduced and that as far as the responsible persons are aware and are 

able to ascertain from information published by that third party, no facts have been omitted which would 

render the reproduced information inaccurate or misleading. 
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GENERAL DESCRIPTION OF THE PROGRAMME 

 

Under the Programme, the Issuer may from time to time issue Notes denominated in any currency, subject as 

set out herein. A summary of the terms and conditions of the Programme and the Notes appears below. The 

applicable terms of any Notes will be agreed between the Issuer, and the relevant Dealer prior to the issue of 

the Notes and will be set out in the Terms and Conditions of the Notes endorsed on, attached to, or 

incorporated by reference into, the Notes, as modified and supplemented by the applicable Final Terms 

attached to, or endorsed on, such Notes, as more fully described under “Form of the Notes” below. 

This Base Prospectus and any supplement will only be valid for Notes issued under the Programme which 

have been admitted to trading on Euronext Lisbon or any other regulated market for the purposes of 

Directive no. 2004/39/EC, of the European Parliament and of the Council, of 21 April 2004, on markets in 

financial instruments and provided that the aggregate nominal amount of the Notes previously or 

simultaneously issued under the Programme which are then outstanding, does not exceed 2,500,000,000 

euros or its equivalent in other currencies. For the purpose of calculating the euro equivalent of the aggregate 

nominal amount of Notes issued under the Programme from time to time: 

(a) the euro equivalent of Notes denominated in another Specified Currency (as specified in the applicable 

Final Terms in relation to the relevant Notes, described under “Form of the Notes”) shall be 

determined, at the discretion of the Issuer, either as of the date on which agreement is reached for the 

issue of Notes or on the preceding day on which commercial banks and foreign exchange markets are 

open for business in London or Lisbon, in each case on the basis of the spot rate for the sale of the 

euro against the purchase of Specified Currency in the London or Lisbon foreign exchange market 

quoted by any leading international bank selected by the Issuer on the relevant day of calculation; and 

(b) the euro equivalent of Zero Coupon Notes (as specified in the applicable Final Terms in relation to the 

relevant Notes, described under “Form of the Notes”) and other Notes issued at a discount or a 

premium shall be calculated in the manner specified above by reference to the net proceeds received 

by the Issuer for the relevant issue. 

Authorised Offerors 

If so specified in the Final Terms in respect to any issue of Notes, the Issuer consents to the use of this Base 

Prospectus in connection with a Public Offer of the Notes in Portugal and in Spain by any of the Dealers of 

the Programme or by any financial intermediary which is authorised to make such offers under the Markets 

in Financial Instruments Directive (Directive 2004/39/EC) (“Authorised Offeror”) and accepts 

responsibility for the content of this Base Prospectus also with respect to subsequent resale or final 

placement of securities by any Dealer which was given consent to use the prospectus.  

The consent referred to above relates to Offer Periods occurring during 12 months from the date of this Base 

Prospectus. 

An Investor intending to acquire or acquiring any Notes from an Authorised Offeror will do so, and 

offers and sales of the Notes to an Investor by an Authorised Offeror will be made, in accordance with 

any terms and other arrangements in place between such Authorised Offeror and such Investor 

including as to price, allocation, settlement arrangements and any expenses or taxes to be charged to 

the Investor (the “Terms and Conditions of the Public Offer”). The Issuer, if applicable, will not be a 

party to any such arrangements with Investors (other than Dealers) in connection with the offer or 

sale of the Notes and, accordingly, this Base Prospectus and any Final Terms will not contain such 

information. The Terms and Conditions of the Public Offer and a statement on the use of the Base 

Prospectus in accordance with the consent and with the relevant conditions shall be disclosed by that 
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Authorised Offeror on its website at the relevant time. The Issuer or any of the other Authorised 

Offerors have no responsibility or liability for such information. 
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DOCUMENTS INCORPORATED BY REFERENCE 

 

The following documents shall be deemed to be incorporated in, and to form part of, this Base Prospectus:  

(a) the individual financial statements of the Issuer in respect of the financial year ended 31 December 

2013 and 31 December 2014, together with the auditors’ reports prepared in connection therewith; and 

(b) the unaudited individual financial statements of the Issuer in respect of the first half of 2015. 

The English versions of these documents are available at www.bancopopular.pt and at www.cmvm.pt. 

Following the publication of this Base Prospectus, a supplement may be prepared by the Issuer and approved 

by the CMVM in accordance with Article 16 of the Prospectus Directive, Article 28 of the Prospectus 

Regulation and Article 135-C of the Portuguese Securities Code. Statements contained in any such 

supplement (or contained in any document incorporated by reference therein) shall to the extent applicable 

(whether expressly, by implication or otherwise), be deemed to modify or supersede statements contained in 

this Base Prospectus or in a document which is incorporated by reference in this Base Prospectus. Any 

statement so modified or superseded shall not, except as so modified or superseded, constitute a part of this 

Base Prospectus. 

Copies of documents incorporated by reference in this Base Prospectus can be obtained from the registered 

offices of the Issuer and from the specified offices of the Agent. 

The Issuer will, in the event of any significant new factor, material mistake or inaccuracy relating to 

information included in this Base Prospectus which is capable of affecting the assessment of any Notes, 

prepare a supplement to this Base Prospectus for use in connection with any subsequent issue of Notes. 

http://www.bancopopular.pt/
http://www.cmvm.pt/
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FORM OF THE NOTES, CLEARING AND PAYMENTS 

 

Form of the Notes 

The Notes will be represented in dematerialised book-entry form (forma escritural) and can either be 

nominativas (in which case Interbolsa, at the request of the Issuer, can ask the Affiliate Members of 

Interbolsa for information regarding the identity of the Noteholders and transmit such information to the 

Issuer) or ao portador (in which case Interbolsa cannot inform the Issuer of the identity of the Noteholders). 

The Notes will be held through the accounts of affiliate members of the Portuguese central securities 

depositary and the manager of the Portuguese settlement system, Interbolsa-Sociedade Gestora de Sistemas 

de Liquidação e de Sistemas Centralizados de Valores Mobiliários, S.A. (“Interbolsa”), as operator and 

manager of the “Central de Valores Mobiliários” (the “CVM”). 

Clearing and Settlement 

Interbolsa manages the operation of the central securities depositary in the Republic of Portugal known as 

sistema centralizado in which all securities in book entry form to be centrally cleared and settled in Portugal 

must be registered (the “Book-Entry Registry” and each a “Book Entry”). The CVM is composed of 

interconnected securities accounts, through which securities (and inherent rights) are created, held and 

transferred. This allows Interbolsa to control the amount of securities created, held and transferred. Issuers of 

securities, financial intermediaries which are Affiliate Members (Direct Registration Entities) of Interbolsa 

and the Bank of Portugal, all participate in the CVM. 

The CVM provides for all the procedures which allow the owners of securities to exercise their rights. 

In relation to each issue of securities, CVM comprises inter alia, (i) the issue account, opened by the issuer 

in the CVM and which reflects the full amount of securities issued; and (ii) the control accounts opened by 

each of the financial intermediaries which participate in Interbolsa’s centralised system, and which reflect, at 

all times, the aggregate nominal amount of securities held in the individual securities accounts opened by 

holders of securities with each of the Affiliate Members of Interbolsa (as defined below). 

Title to the Notes passes upon registration in the records of an Affiliate Member of Interbolsa. Each person 

shown in the records of an Affiliate Member of Interbolsa as having an interest in Notes shall be treated as 

the holder of the principal amount of the Notes recorded. 

The expression “Affiliate Member of Interbolsa” means any authorised financial intermediary entitled to hold 

control accounts with Interbolsa on behalf of Noteholders and includes any depository banks appointed by: 

(i) Euroclear and CBL, for the purposes of holding accounts on behalf of Euroclear and CBL with Interbolsa; 

or (ii) other financial intermediaries that do not hold control accounts directly with Interbolsa, but which 

hold accounts with an Affiliate Member of Interbolsa, which in turn has an account with Interbolsa. 

Notes registered with Interbolsa will be attributed an International Securities Identification Number (ISIN) 

code through Interbolsa’s codification system and will be accepted for clearing through CVM, the clearing 

system operated at Interbolsa as well as through the clearing systems operated by Euroclear and CBL and 

settled by Interbolsa’s settlement system. 

Payments 

Payment of principal and interest in respect of the Notes will be subject to Portuguese laws and regulations, 

notably the regulations from time to time issued and applied by the CMVM and Interbolsa. 

The Issuer must give Interbolsa advance notice of all payments and provide all necessary information for that 

purpose, notably the identity of the financial intermediary integrated in Interbolsa appointed by the Issuer to 

act as the paying agent in respect of the Notes (the “Paying Agent”) responsible for the relevant payment. 
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Prior to any payment the Paying Agent shall provide Interbolsa with a statement of acceptance of its role of 

Paying Agent. 

Interbolsa must notify the Paying Agent of the amounts to be settled, which will be determined by Interbolsa 

on the basis of the account balances of the accounts of the Affiliate Members of Interbolsa. 

On the date on which any payment in respect of the Notes is to be made, the corresponding entries and 

counter-entries will be made by Interbolsa in the relevant current accounts held by the Paying Agent and by 

the Affiliate Members of Interbolsa. 

Accordingly, payment of principal and interest in respect of Notes (i) in euros will be (a) credited, according 

to the procedures and regulations of Interbolsa, by the paying agent (the “Paying Agent”) acting on behalf of 

the Issuer from the payment current account which the Paying Agent has indicated to, and has been accepted 

by, Interbolsa to be used on the Paying Agent’s behalf for payments in respect of securities held through 

Interbolsa to the payment current accounts held according to the applicable procedures and regulations of 

Interbolsa by the Affiliate Members of Interbolsa whose control accounts with Interbolsa are credited with 

such Notes and thereafter (b) credited by such Affiliate Members of Interbolsa from the aforementioned 

payment current accounts to the accounts of the owners of those Notes or through Euroclear and CBL to the 

accounts with Euroclear and CBL of the beneficial owners of those Notes, in accordance with the rules and 

procedures of Interbolsa, Euroclear or CBL, as the case may be (ii) in currencies other than euros in respect 

of the Notes will be (a) transferred, on the payment date and according to the procedures and regulations 

applicable by Interbolsa, from the account held by the Paying Agent in the Foreign Currency Settlement 

System (Sistema de Liquidação em Moeda Estrangeira), managed by Caixa Geral de Depósitos, S.A., to the 

relevant accounts of the relevant Affiliate Members of Interbolsa, and thereafter (b) transferred by such 

Affiliate Members of Interbolsa from such relevant accounts to the accounts of the owners of those Notes or 

through Euroclear and CBL to the accounts with Euroclear and CBL of the beneficial owners of those Notes, 

in accordance with the rules and procedures of Interbolsa, Euroclear or CBL, as the case may be. 
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FINAL TERMS FOR NOTES 

Set out below is the form of Final Terms which will be completed for each Tranche of Notes issued under 

the Programme with a denomination of at least EUR 1,000 (or its equivalent in another currency). 

Final Terms dated [●] 

 

Banco Popular Portugal, S.A. 

Issue of [Aggregate Nominal Amount of Tranche] [[●] per cent./Floating Rate/Zero Coupon] [Title of 

Notes]
1
 

under the EUR 2,500,000,000 Euro Medium Term Note Programme 

for the issue of Senior Notes and Subordinated Notes 

 

PART A – CONTRACTUAL TERMS 

Terms used herein shall be deemed to be defined as such for the purposes of the terms and conditions of the 

Notes (the “Terms and Conditions”) set forth in the Base Prospectus dated [●] 2015, [as supplemented on 

[●] and on [●]], which together constitutes a base prospectus for the purposes of the Directive 2003/71/EC of 

the European Parliament and of the Council of 4 November 2003, as amended from time to time (the 

“Prospectus Directive”), Commission Regulation (EC) No 809/2004, as amended from time to time (the 

“Prospectus Regulation”) and the Portuguese Securities Code (approved by Decree-law 486/99, of 13 

November and as amended from time to time, the “Portuguese Securities Code”). This document 

constitutes the Final Terms of the Notes described herein for the purposes of Article 135-C.4 of the 

Portuguese Securities Code, which implemented Article 5.4 of the Prospectus Directive and must be read in 

conjunction with such Base Prospectus as so supplemented. Full information on the Issuer and the offer of 

the Notes is only available on the basis of the combination of these Final Terms and the Base Prospectus. 

The Base Prospectus [as supplemented] is available for inspection and collection at [Banco Popular Portugal, 

S.A. [insert address] Lisbon, Portugal, and copies may be obtained from the same address. A copy of the 

Base Prospectus [and any supplements thereto] [is] [are] available for viewing at www.cmvm.pt and 

www.bancopopular.pt.] 

[The following alternative language applies if the first tranche of an issue which is being increased was 

issued under a Base Prospectus with an earlier date. 

Terms used herein shall be deemed to be defined as such for the purposes of the terms and conditions of the 

Notes (the “Terms and Conditions”) set forth in the Base Prospectus dated [●] 2015, [as supplemented on 

[●] and on [●]]. This document constitutes the Final Terms of the Notes described herein for the purposes of 

of Article 135-C.4 of the Portuguese Securities Code, which implemented Article 5.4 of the Prospectus 

Directive and must be read in conjunction with the Base Prospectus dated [●] 2015 which constitutes a base 

prospectus for the purposes of the Prospectus Directive, save in respect of the Terms and Conditions which 

are extracted from the Base Prospectus dated [●],[as supplemented on [●] and on [●]], and attached hereto. 

Full information on the Issuer and the offer of the Notes is only available on the basis of the combination of 

these Final Terms and the Base Prospectus. The Base Prospectus [as supplemented] is available for 

                                                      

1
 Include the expression “Obrigações de Caixa” in the title if the applicable Final Terms refer to the issue of Cash bonds 

http://www.cmvm.pt/
http://www.bancopopular.pt/
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inspection and collection at [Banco Popular Portugal, S.A. [insert address] Lisbon, Portugal, and copies may 

be obtained from the same address. A copy of the Base Prospectus [and any supplements thereto] [is] [are] 

available for viewing at www.cmvm.pt and www.bancopopular.pt.] 

[Include whichever of the following apply or specify as “Not Applicable” (N/A). Note that the numbering 

should remain as set out below, even if “Not Applicable” is indicated for individual paragraphs or 

subparagraphs. Italics denote directions for completing the Final Terms.] 

[When adding any other final terms or information consideration should be given as to whether such terms 

or information constitute “significant new factors” and consequently trigger the need for a supplement to 

the Base Prospectus under Article 16 of the Prospectus Directive.] 

 

1. (a) Issuer: Banco Popular Portugal, S.A. 

2. (a) Series Number: [●] 

(b) Tranche Number: [●] 

 (If fungible with an existing Series, details of that 

Series, including the date on which the Covered 

Bonds become fungible.) 

3. Specified Currency or Currencies: [●] 

4. Aggregate Nominal Amount:  

(a) Series: [●] 

(b) Tranche: [●] 

5. Issue Price: [●] per cent. of the Aggregate Nominal Amount 

[plus accrued interest from [insert date] (in the case 

of fungible issues only, if applicable)] 

6. (a) Specified Denominations: [●] 

(N.B. As indicated under “Summary of the 

Programme” the minimum denomination of each 

Note admitted to trading on a European Economic 

Area exchange or offered to the public in a Member 

State of the European Economic Area in 

circumstances which require the publication of a 

prospectus under the Prospectus Directive will be 

EUR 1,000 (or, if the Notes are denominated in a 

currency other than euro, the equivalent amount in 

such currency) or such other higher amount as may 

be allowed or required from time to time by the 

relevant central bank (or equivalent body) or any 

laws or regulations applicable to the relevant 

Specified Currency.)  

http://www.cmvm.pt/
http://www.bancopopular.pt/
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(b) Calculation Amount: [●] 

(If only one Specified Denomination, insert the 

Specified Denomination. 

If more than one Specified Denomination, insert the 

highest common factor. Note: There must be a 

common factor in the case of two or more Specified 

Denominations.) 

7. (a) Issue Date: [●] 

(b) Interest Commencement Date: [specify/Issue Date/Not Applicable] 

 (N.B. An Interest Commencement Date will not be 

relevant for certain Notes, for example Zero Coupon 

Notes.) 

8. Maturity Date: [Specify date / Interest Payment Date falling in or 

nearest to [specify month]]  

9. Interest Basis: [[●] per cent. Fixed Rate] 

[[●] month [LIBOR/EURIBOR]] +/- [●] per cent. 

Floating Rate] 

[Zero Coupon Note] 

10. Redemption/Payment Basis: [Redemption at par] 

11. Change of Interest Basis or 

Redemption/Payment Basis: 

[Specify details of any provision for change of Notes 

into another Interest Basis or Redemption/Payment 

Basis] [Not Applicable] 

12. Put/Call Options: [Investor Put] 

[Issuer Call] 

[Not Applicable] 

[(further particulars specified below)] 

13. (a) Status of the Notes: [Senior/ Subordinated] 

(b) [Date of [Board] approval for 

issuance of Notes obtained: 

[●] 

(N.B. Only relevant where Board (or similar) 

authorisation is required for the particular tranche 

of Notes) 

14. Listing/Admission to Regulated Market: 

15. Method of distribution: 

[Euronext Lisbon/specify other/None] 

[Syndicated/Non-syndicated] 

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE 

16. Fixed Rate Note Provisions [Applicable/Not Applicable] 

(If not applicable, delete the remaining sub 

paragraphs of this paragraph) 
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(a) Rate(s) of Interest: [●] per cent. per annum payable in arrear on each 

Interest Payment Date 

(b) Interest Payment Date(s): [●] in each year up to and including the Maturity 

Date]/[specify other] 

(N.B. This will need to be amended in the case of 

irregular coupons) 

(c) Fixed Coupon Amount(s): 

(Applicable to Notes in definitive 

form) 

[●] per Calculation Amount 

(d) Broken Amount(s): 

(Applicable to Notes in definitive 

form) 

[●] per Calculation Amount, payable on the Interest 

Payment Date falling [in/on] [●] [Not Applicable] 

 

(e) Day Count Fraction: [Actual/Actual (ICMA)] [30/360] or [specify other] 

(f) Determination Date(s): [[●] in each year] [Not Applicable] 

(Insert regular interest payment dates, ignoring 

issue date or maturity date in the case of a long or 

short first or last coupon) 

(N.B. This will need to be amended in the case of 

regular interest payment dates which are not of 

equal duration) 

(N.B. Only relevant where Day Count Fraction is 

Actual/Actual (ICMA))] 

(g) Other terms relating to the method of 

calculating interest for Fixed Rate 

Notes: 

[None/Give details] 

17. Floating Rate Note Provisions [Applicable/Not Applicable] 

(If not applicable, delete the remaining 

subparagraphs of this paragraph) 

(a) Specified Period(s)/Specified 

Interest Payment Dates: 

[●] 

(b) First Interest Payment Date: [●] 

(c) Business Day Convention: [Floating Rate Convention/Following Business Day 

Convention/Modified Following Business Day 

Convention/ Preceding Business Day 

Convention/[specify other]] 

(d) Additional Business Centre(s): [●] 

(e) Manner in which the Rate of Interest 

and Interest Amount is to be 

determined: 

[Screen Rate Determination/ISDA 

Determination/specify other] 
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(f) Party responsible for calculating the 

Rate of Interest and Interest Amount 

(if not the Agent): 

[●] 

(g) Screen Rate Determination:  

(i) Reference Rate: [●] month [LIBOR/EURIBOR] 

(Either LIBOR, EURIBOR or other, although 

additional information is required if other – 

including fallback provisions in the Set of Agency 

Procedures) 

(ii) Interest Determination 

Date(s): 

[●] 

(Second London business day prior to the start of 

each Interest Period if LIBOR (other than Sterling 

or euro LIBOR), first day of each Interest Period if 

Sterling LIBOR and the second day on which the 

TARGET2 System is open prior to the start of each 

Interest Period if EURIBOR or euro LIBOR) 

(iii) Relevant Screen Page: [●] 

(In the case of EURIBOR, if not Reuters 

EURIBOR01 ensure it is a page which shows a 

composite rate or amend the fallback provisions 

appropriately) 

(h) ISDA Determination:  

(iv) Floating Rate Option: [●] 

(v) Designated Maturity: [●] 

(vi) Reset Date: [●] 

(i) Margin(s): [+/-] [●] per cent. per annum 

(j) Minimum Rate of Interest: [●] per cent. per annum 

(k) Maximum Rate of Interest: [●] per cent. per annum 

(l) Day Count Fraction: [Actual/Actual (ISDA) 

Actual/365 (Fixed) 

Actual/365 (Sterling) 

Actual/360 

30/360 

30E/360 

30E/360 (ISDA)]  

(See Condition 4 of the Notes for alternatives) 
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(m) Fallback provisions, rounding 

provisions and any other terms 

relating to the method of calculating 

interest on Floating Rate Notes, if 

different from those set out in the 

Terms and Conditions: 

[●] 

18. Zero Coupon Note Provisions [Applicable/Not Applicable] 

(If not applicable, delete the remaining 

subparagraphs of this paragraph) 

(a) Accrual Yield: [●] per cent. per annum 

(b) Reference Price: [●] 

(c) Any other formula/basis of 

determining amount payable: 

[●] 

(Consider applicable day count fraction if euro 

denominated) 

(d) Day Count Fraction in relation to 

Early Redemption Amounts and late 

payment: 

[Conditions 6(f)(ii) and 6(i) of the Notes 

apply/specify other] 

PROVISIONS RELATING TO REDEMPTION  

19. Issuer Call: [Applicable/Not Applicable] 

 (If not applicable, delete the remaining 

subparagraphs of this paragraph) 

(a) Optional Redemption Date(s): [●] 

(b) Optional Redemption Amount and 

method, if any, of calculation of 

such amount(s): 

100 per cent. of the Aggregate Nominal Amount 

(c) If redeemable in part:  

(i) Minimum Redemption 

Amount: 

[●] 

(ii) Maximum Redemption 

Amount: 

[●] 

(d) Notice period (if other than as set out 

in the Terms and Conditions): 

[●] 

 (N.B. If setting notice periods which are different to 

those provided in the Terms and Conditions, the 

Issuer is advised to consider the practicalities of 

distribution of information through intermediaries, 

for example, clearing systems and custodians, as 

well as any other notice requirements which may 

apply, for example, as between the Issuer and the 

Agent) 
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20. Investor Put: [Applicable/Not Applicable] 

(If not applicable, delete the remaining 

subparagraphs of this paragraph) 

(a) Optional Redemption Date(s): [●] 

(b) Optional Redemption Amount and 

method, if any, of calculation of 

such amount(s): 

[[●] per Calculation Amount/specify other/see 

Appendix] 

(c) Notice period (if other than as set out 

in the Terms and Conditions): 

[●] 

(N.B. If setting notice periods which are different to 

those provided in the Terms and Conditions, the 

Issuer is advised to consider the practicalities of 

distribution of information through intermediaries, 

for example, clearing systems and custodians, as 

well as any other notice requirements which may 

apply, for example, as between the Issuer and the 

Agent) 

21. Final Redemption Amount: 100 per cent. of the Aggregate Nominal Amount 

22. Early Redemption Amount payable on 

redemption for taxation reasons or on event 

of default and/or the method of calculating 

the same (if required or if different from that 

set out in Condition 6(f) of the Notes: 

[●] per Calculation Amount/specify other/see 

Appendix 

GENERAL PROVISIONS APPLICABLE TO THE NOTES 

23. Form of Notes: Dematerialised book-entry (Notes) 

[Nominativas / Ao portador]  

24. Additional Financial Centre(s) or other 

special provisions relating to Payment Days: 

[Not Applicable/give details] 

(Note that this paragraph relates to the place of 

payment and not Interest Period end dates to which 

sub-paragraphs 17(d) relates 

25. Cash bond (obrigação de caixa): [Yes / No] 

26. Redenomination applicable: Redenomination [not] applicable 

27. Other final terms: [Not Applicable/give details] 

(When adding any other final terms consideration 

should be given as to whether such terms constitute 

“significant new factors” and consequently trigger 

the need for a supplement to the Base Prospectus 

under Article 16 of the Prospectus Directive.) 

  

DISTRIBUTION  
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28. (a) If syndicated, names and addresses 

of Managers and underwriting commitments: 

[Not Applicable/give names, addresses and 

underwriting commitments] 

(Include names and addresses of entities agreeing to 

underwrite the issue on a firm commitment basis and 

names of the entities agreeing to place the issue 

without a firm commitment or on a “best efforts” 

basis if such entities are not the same as the 

Managers.) 

(b) Date of [Subscription] Agreement: [●] [Not Applicable] 

(c) Stabilising Manager(s) (if any): [Not Applicable / if applicable, please include 

names, period and other relevant information] 

 

29. If non-syndicated, name of relevant Dealer: [Not Applicable/give name and date of relevant 

agreement 

 

30. U.S. Selling Restrictions: [Reg. S Compliance Category / Not Applicable] 

31. Non-exempt Offer: 

 

[Not Applicable] [An offer of the Notes may be 

made by the Managers [and [specify names [and 

addresses]] of other financial intermediaries/placers 

making non-exempt offers, to the extent known OR 

consider a generic description of other parties 

involved in non-exempt offers (e.g. “other parties 

authorised by the Managers”) or (if relevant) note 

that other parties may make non-exempt offers in the 

Public Offer Jurisdictions during the Offer Period, if 

not known]] (together with the Managers, the 

“Financial Intermediaries”) other than pursuant to 

Article 3(2) of the Prospectus Directive in [specify 

relevant Member State(s) – which must be 

jurisdictions where the Base Prospectus and any 

supplements have been passported (in addition to 

the jurisdiction where approved and published)] 

(“Public Offer Jurisdictions”) during the period 

from [specify date] until [specify date or a formula 

such as “the Issue Date” or “the date which falls [ ] 

Business Days thereafter”] (“Offer Period”). See 

further information in Paragraph 10 of Part B below. 

32. Additional selling restrictions: 

 

[Not Applicable/give details] 

(N.B. Consider any local regulatory requirements 

necessary to be fulfilled so as to be able to make a 

non-exempt offer in relevant jurisdictions. No such 

offer should be made in any relevant jurisdiction 

until those requirements have been met. Non-exempt 
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offers may only be made into jurisdictions in which 

the base prospectus (and any supplement) has been 

notified/passported.) 

PURPOSE OF FINAL TERMS 

This Final Terms comprises the final terms required for issue [and] [public offer in the Public Offer 

Jurisdictions] [and] admission to trading on [specify relevant regulated market (for example, the regulated 

market of Euronext Lisbon, the Bourse de Luxembourg, the London Stock Exchange’s regulated market or 

the Regulated Market of the Irish Stock Exchange) and, if relevant, listed on an official list (for example, the 

Official List of the UK Listing Authority)] of the Notes described herein pursuant to the EUR 2,500,000,000 

Euro Medium Term Note Programme of Banco Popular Portugal, S. A.. 

RESPONSIBILITY 

[Relevant third party information] has been extracted from [specify source]. The Issuer accepts responsibility 

for the information contained in these Final Terms. The Issuer confirms that such information has been 

accurately reproduced and that, so far as it is aware and is able to ascertain from information published by 

[specify source], no facts have been omitted which would render the reproduced information inaccurate or 

misleading. 

 

Signed on behalf of Banco Popular Portugal, S.A.:  

By:  

Duly authorised  
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PART B– OTHER INFORMATION 

 

1. LISTING AND ADMISSION TO TRADING 

(i) Listing and Admission to trading: [Application has been made by the Issuer (or on its 

behalf) for the Notes to be admitted to trading on 

[specify relevant regulated market (for example, the 

Euronext Lisbon and, if relevant, listed on an official 

list (for example, the Official List of the UK Listing 

Authority) with effect from [●]] [Application is 

expected to be made by the Issuer (or on its behalf) 

for the Notes to be admitted to trading on [specify 

relevant regulated market (for example, Euronext 

Lisbon) and, if relevant, listed on an official list (for 

example, the Official List of the UK Listing 

Authority)] with effect from [  ].] [Not Applicable.] 

(While documenting a fungible issue need to indicate 

that original Notes are already admitted to trading) 

(ii) Estimate of total expenses related to 

admission to trading: 

[●] 

2. RATINGS  

Ratings: [The Notes to be issued have not been and are not 

expected to be rated] / [The Notes to be issued 

[[have been]/[are expected to be]] rated [insert 

details] by [insert the legal name of the relevant 

credit rating agency entity(ies)].] 

[Include a brief explanation of the meaning of the 

ratings if this has previously been published by the 

rating provider.] 

(The above disclosure should reflect the rating 

allocated to Notes of the type being issued under the 

Programme generally or, where the issue has been 

specifically rated, that rating.) 

[Insert the legal name of the relevant credit rating 

agency entity] is established in the European Union 

and is registered under Regulation (EC) No. 

1060/2009 (as amended). [As such [insert the legal 

name of the relevant credit rating agency entity] is 

included in the list of credit rating agencies 

published by the European Securities and Markets 

Authority on its website in accordance with such 

Regulation.]  

[Insert the legal name of the relevant non-EU credit 

rating agency entity] is not established in the 
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European Union and has not applied for registration 

under Regulation (EC) No. 1060/2009 (as amended) 

(the “CRA Regulation”). The ratings [[have 

been]/[are expected to be]] endorsed by [insert the 

legal name of the relevant EU-registered credit 

rating agency entity] in accordance with the CRA 

Regulation. [Insert the legal name of the relevant 

EU-registered credit rating agency entity] is 

established in the European Union and registered 

under the CRA Regulation. [As such [insert the legal 

name of the relevant EU credit rating agency entity] 

is included in the list of credit rating agencies 

published by the European Securities and Markets 

Authority on its website in accordance with the CRA 

Regulation.]  

[Insert the legal name of the relevant non-EU credit 

rating agency entity] is not established in the 

European Union and has not applied for registration 

under Regulation (EC) No. 1060/2009 (as amended) 

(the “CRA Regulation”), but it [is]/[has applied to 

be] certified in accordance with the CRA Regulation 

[[ [EITHER:] and it is included in the list of credit 

rating agencies published by the European 

Securities and Markets Authority on its website in 

accordance with the CRA Regulation] [ [OR:] 

although notification of the corresponding 

certification decision has not yet been provided by 

the relevant competent authority and [insert the 

legal name of the relevant non-EU credit rating 

agency entity] is not included in the list of credit 

rating agencies published by the European 

Securities and Markets Authority on its website in 

accordance with the CRA Regulation.] 

 

3. INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE 

[Save for any fees payable to the [Managers/Dealers], so far as the Issuer is aware, no person 

involved in the issue of the Notes has an interest material to the offer. – amend as appropriate if 

there are other interests] 

[(When adding any other description, consideration should be given as to whether such matters 

described constitute “significant new factors” and consequently trigger the need for a supplement to 

the Base Prospectus under Article 16 of the Prospectus Directive.)] 

 

4. REASONS FOR THE OFFER, ESTIMATED NET PROCEEDS AND TOTAL EXPENSES 

(i) Reasons for the offer: [●] [Not Applicable] 
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(See [“Use of Proceeds”] wording in Base 

Prospectus – if reasons for offer different from 

making profit and/or hedging certain risks will need 

to include those reasons here.)] 

(ii) Estimated net proceeds: [●] 

(If proceeds are intended for more than one use will 

need to split out and present in order of priority. If 

proceeds insufficient to fund all proposed uses state 

amount and sources of other funding.) 

(iii) Estimated total expenses: [●] 

[Expenses are required to be broken down into each 

principal intended “use” and presented in order of 

priority of such “uses”.] 

 

5. YIELD  

Indication of yield: [●] 

[Based upon the Issue Price of [●], at the Issue Date 

the anticipated yield of the Notes is [●] per cent. per 

anum / Not Applicable] 

(In the case of Floating Rate Notes, the relevant 

calculation method and assumptions therefore 

should be included.) 

 

6. HISTORIC INTEREST RATES (Floating Rate Notes only) 

[Details of historic [LIBOR/EURIBOR/other] rates can be obtained from [Reuters]/ Not Applicable.] 

 

7. OPERATIONAL INFORMATION 

(i) ISIN Code: [●] 

(ii) Common Code: [●] 

(iii) Any clearing system(s) other than Euroclear 

Bank S.A./N.V., Clearstream Banking, 

société anonyme or Interbolsa and the 

relevant identification number(s): 

[Not Applicable/give name(s) and number(s)/Central 

de Valores Mobiliários identification number] 

(iv) Delivery: Delivery [against/free of] payment 

(v) Names and addresses of initial Paying 

Agent(s): 

[●] 

(vi) Names and addresses of additional Paying 

Agent(s) (if any): 

[●] 

(vii) Intended to be held in a manner which would [Yes] [No] 
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allow Eurosystem eligibility: 

 

 

 

 

 

 

[Note that the designation “yes” simply means that 

the Notes are intended upon issue to be registered 

with Interbolsa – Sociedade Gestora de Sistemas de 

Liquidação e de Sistemas Centralizados de Valores 

Mobiliários, S.A. in its capacity as a securities 

settlement system, and does not necessarily mean 

that the Notes will be recognised as eligible 

collateral for Eurosystem monetary policy and intra-

day credit operations by the Eurosystem either upon 

issue or at any or all times during their life. Such 

recognition will depend upon satisfaction of the 

Eurosystem eligibility criteria.] [include this text if 

“yes” selected] 

8. TERMS AND CONDITIONS OF THE 

OFFER 

 

Offer Period. [From [●] to [●] / Not Applicable] 

Offer Price: [Issue Price][specify] 

[Conditions to which the offer is subject:] [Not applicable/give details] 

[Description of the application process]: [Not applicable/give details] 

[Details of the minimum and/or maximum amount of 

application]: 

[Not applicable/give details] 

[Description of possibility to reduce subscriptions 

and manner for refunding excess amount paid by 

applicants]: 

[Not applicable/give details] 

[Details of the method and time limits for paying up 

and delivering the Notes:] 

[Not applicable/give details] 

[Manner in and date on which results of the offer are 

to be made public:] 

[Not applicable/give details] 

[Procedure for exercise of any right of pre-emption, 

negotiability of subscription rights and treatment of 

subscription rights not exercised:] 

[Not applicable/give details] 

[Categories of potential investors to which the Notes 

are offered and whether tranche(s) have been 

reserved for certain countries:] 

[Not applicable/give details] 

[Process for notification to applicants of the amount 

allotted and the indication whether dealing may 

begin before notification is made:] 

[Not applicable/give details] 

[Amount of any expenses and taxes specifically 

charged to the subscriber or purchaser:] 

[Not applicable/give details] 

[Name(s) and address(es), to the extent known to the [Not applicable/give details] 
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Issuer, of the placers in the various countries where 

the offer takes place.] 

 

 

 

SUMMARY OF THE ISSUE 

This summary relates to [insert description of Notes] described in the final terms (the "Final Terms") to 

which this summary is annexed. This summary contains that information from the summary set out in the 

Base Prospectus which is relevant to the Notes together with the relevant information from the Final Terms.  

[Insert completed summary by completing the summary of the base prospectus as appropriate to the terms of 

the specific issue]. 
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TERMS AND CONDITIONS OF THE NOTES  

 

The following are (i) the Terms and Conditions of the Senior Notes and (ii) the Terms and Conditions of the 

Subordinated Notes, which will be incorporated by reference into each Note settled by Central de Valores 

Mobiliários, S.A. the clearing system operated at Interbolsa – Sociedade Gestora de Sistemas de Liquidação 

e de Sistemas Centralizados de Valores Mobiliários S.A. The Terms and Conditions of the Subordinated 

Notes referred in (ii) above have not been approved by the competent banking prudential supervisory 

authority. The applicable Final Terms in relation to any Tranche of Notes may specify terms and conditions 

which shall, to the extent so specified in the following Terms and Conditions, complete the following Terms 

and Conditions for the purpose of such Notes. The applicable Final Terms (or the relevant provisions 

thereof) will be incorporated into and applicable to each Note. Reference should be made to “Form of the 

Notes” for a description of the content of Final Terms which will specify which of such terms are to apply in 

relation to the relevant Notes. 

This Note is one of a Series (as defined below) of Notes issued by Banco Popular Portugal, S.A. (the 

“Issuer”) acting in accordance with the procedures set out in the Set of Agency Procedures (as defined 

below). 

The Notes have the benefit of a set of agency procedures (such set of agency procedures as amended and/or 

supplemented and/or restated from time to time, the “Set of Agency Procedures”) dated 26 November 2015, 

and made and agreed by Banco Popular Portugal, S.A. (acting in its capacity as Agent and Paying Agent, 

which expressions shall include any successors, and as Issuer), and by all subsequent agent, paying agent, 

transfer agent, agent bank and/or registrar appointed by the Issuer. 

The Final Terms for this Note (or the relevant provisions thereof) are set out in Part A of the Final Terms 

incorporated into this Note and supplements these Terms and Conditions and may specify other terms and 

conditions which shall, to the extent so specified or to the extent inconsistent with these Terms and 

Conditions, replace or modify these Terms and Conditions for the purposes of this Note. References to the 

“applicable Final Terms” are to the Part A of the Final Terms (or the relevant provisions thereof) 

incorporated into this Note. 

The Final Terms for each Tranche of Notes will state in particular whether this Note is (i) a senior Note (a 

“Senior Note”), or (ii) dated subordinated Note (a “Subordinated Note”). 

Any reference to “Noteholders” or “holders” in relation to any Notes, which will be integrated in and held 

through Interbolsa-Sociedade Gestora de Sistemas de Liquidação e de Sistemas Centralizados de Valores 

Mobiliários, S.A. (“Interbolsa”), as operator of the Portuguese centralised securities system (“CVM”), shall 

mean each person shown in the book-entry records of a financial institution, which is licensed to act as a 

financial intermediary under the Portuguese Securities Code (“Código dos Valores Mobiliários”, the 

“Portuguese Securities Code”) and the regulations issued by CMVM, by Interbolsa or otherwise applicable 

rules and regulations and which is entitled to hold control accounts (each such institution an “Affiliate 

Member of Interbolsa”), as having an interest in the principal amount of the Notes. 

As used herein, “Tranche” means Notes which are identical in all respects (including as to listing and 

admission to trading) and “Series” means a Tranche of Notes together with any further Tranche or Tranches 

of Notes which are (i) expressed to be consolidated and form a single series and (ii) identical in all respects 

(including as to listing and admission to trading) except for their respective Issue Dates, Interest 

Commencement Dates and/or Issue Prices. 

If so specified in the applicable Final Terms, the Notes may qualify as cash bonds (obrigações de caixa) 

under the terms of Decree-Law 408/91, of 17 October 1991 (as amended), provided that certain requirements 
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set out therein are met, including that (i) such Notes have a maturity of not less than two years, (ii) the Issuer 

is not entitled to acquire such Notes before two years have elapsed since the relevant Issue Date and (iii) the 

Noteholders may not choose to redeem such Notes before one year has elapsed since the relevant Issue Date. 

Copies of the Set of Agency Procedures are available for inspection during normal business hours at the 

specified office of the Paying Agent. Copies of the applicable Final Terms are available for viewing at the 

registered office of the Issuer and Agent and on the website of CMVM – www.cmvm.pt. Copies of the Final 

Terms may be obtained from those offices save that, if this Note is neither admitted to trading on a regulated 

market in the EEA nor offered in the EEA in circumstances where a prospectus is required to be published 

under the Prospectus Directive, the applicable Final Terms will only be obtainable by a Noteholder holding 

one or more Notes and such Noteholder must produce evidence satisfactory to the Issuer and the relevant 

Paying Agent as to its holding of such Notes and identity. The Noteholders are deemed to have notice of, and 

are entitled to the benefit of, all the provisions of the Set of Agency Procedures and the applicable Final 

Terms which are applicable to them. The statements in these Terms and Conditions include summaries of, 

and are subject to, the detailed provisions of the Set of Agency Procedures. 

Words and expressions defined in the Set of Agency Procedures or used in the applicable Final Terms shall 

have the same meanings where used in these Terms and Conditions unless the context otherwise requires or 

unless otherwise stated and provided that, in the event of inconsistency between the Set of Agency 

Procedures and the applicable Final Terms, the applicable Final Terms will prevail. 

1. FORM, DENOMINATION, TITLE AND TRANSFER 

The Notes are represented in dematerialised book-entry (“forma escritural”) form in the Specified Currency 

and the Specified Denomination(s) and can either be nominativas (in which case Interbolsa, at the request of 

the Issuer, can ask the Affiliate Members of Interbolsa for information regarding the identity of the 

Noteholders and transmit such information to the Issuer) or ao portador (in which case Interbolsa cannot 

inform the Issuer of the identity of the Noteholders). Notes of one Specified Denomination may not be 

exchanged for Notes of another Specified Denomination. 

This Note may be a Senior Note or a Subordinated Note, as indicated in the applicable Final Terms. 

This Note may be a Fixed Rate Note, a Floating Rate Note or a Zero Coupon Note, depending upon the 

Interest Basis shown in the applicable Final Terms. 

Title to the Notes held through Interbolsa (each a “Note”) will be evidenced by book-entries in accordance 

with the Portuguese Securities Code and the regulations issued by the CMVM, by Interbolsa or otherwise 

applicable thereto. Each person shown in the book-entry records of an Affiliate Member of Interbolsa as 

having an interest in the Notes shall be deemed to be the holder of the principal amount of the Notes 

recorded. 

Title to the Notes is subject to compliance with all rules, restrictions and requirements applicable to the 

activities of Interbolsa. 

One or more certificates in relation to the Notes (each, a “Certificate”) will be delivered by the relevant 

Affiliate Member of Interbolsa in respect of a registered holding of Notes upon the request by the relevant 

Noteholder and in accordance with that Affiliate Member of Interbolsa’s procedures pursuant to article 78 of 

the Portuguese Securities Code. 

The Notes will be registered in the relevant issue account of the Issuer with Interbolsa and will be held in 

control accounts opened by each Affiliate Member of Interbolsa on behalf of the Noteholders. The control 

account of a given Affiliate Member of Interbolsa will reflect at all times the aggregate principal amount of 

Notes held in the individual securities’ accounts of the Noteholders with that Affiliate Member of Interbolsa. 

http://www.cmvm.pt/
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The person or entity registered in the book-entry registry of the Central de Valores Mobiliários (the “Book-

Entry Registry” and each such entry therein, a “Book Entry”) as the holder of any Note shall (except as 

otherwise required by law) be treated as its absolute owner for all purposes (whether or not it is overdue and 

regardless of any notice of ownership, trust or any other interest therein). 

The Issuer and the Paying Agents may (to the fullest extent permitted by applicable law) deem and treat the 

person or entity registered in the Book-Entry Registry as the holder of any Note and the absolute owner for 

all purposes. Proof of such registration is made by means of a Certificate issued by the relevant Affiliate 

Member of Interbolsa pursuant to article 78 of the Portuguese Securities Code. 

No Noteholder will be able to transfer Notes, or any interest therein, except in accordance with Portuguese 

law and regulations. Notes may only be transferred in accordance with the applicable procedures established 

by the Portuguese Securities Code and the regulations issued by the CMVM or Interbolsa, as the case may 

be, and the relevant Affiliate Members of Interbolsa through which the Notes are held. 

References to Euroclear and/or CBL and/or Interbolsa shall, whenever the context so permits, be deemed to 

include a reference to any additional or alternative clearing system. 

2. STATUS OF THE NOTES 

(a) Status of the Senior Notes 

The Senior Notes are direct, unconditional, unsecured (subject to the provisions of Condition 3) and 

unsubordinated obligations of the Issuer and rank and will rank pari passu among themselves and (save for 

certain obligations required to be preferred by law) pari passu with all other present and future unsecured 

(subject as aforesaid) and unsubordinated obligations of the Issuer, from time to time outstanding. 

(b) Status of the Subordinated Notes 

The Subordinated Notes are direct, unsecured and subordinated obligations of the Issuer, rank and will rank 

pari passu without any preference among themselves and (save for certain obligations required to be 

preferred by law) at least pari passu with all other present and future dated subordinated debt and obligations 

of the Issuer. 

If the Issuer becomes the subject of a voluntary or involuntary liquidation, insolvency or similar proceeding, 

(to the extent permitted by applicable law) the rights of holders of Subordinated Notes against the Issuer to 

payment of principal and interest on the Subordinated Notes will be subordinated in right of payment to the 

claims of all Senior Creditors (as defined in Condition 2(c)). 

The Subordinated Notes will have a minimum maturity of at least five years. 

(c) Definitions 

For the purpose of Conditions 2(a) and (b): “Senior Creditors” means creditors of the Issuer who (A) are 

depositors or other unsubordinated creditors of the Issuer, or (B) are subordinated creditors of the Issuer 

other than, in the case of Subordinated Notes, those whose claims rank, or are expressed to rank, pari passu 

with, or junior to, the claims of the holders of the Subordinated Notes. 

Regarding the Subordinated Notes, this Condition 2 describes the legal and regulatory regime applicable 

thereto and accordingly the provisions of this Condition 2 are subject to any changes in the applicable legal 

and regulatory regime. 

3. NEGATIVE PLEDGE 

This Condition 3 shall apply only to Senior Notes and references to “Notes” and “Noteholders” shall be 

construed accordingly. 
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So long as any of the Notes remains outstanding, the Issuer shall not create or permit to be outstanding any 

mortgage, charge, lien, pledge or other similar encumbrance or security interest upon the whole or any part 

of its undertaking or assets, present or future (including any uncalled capital), to secure any Indebtedness (as 

defined below) or any guarantee or indemnity given in respect of any Indebtedness, without, in the case of 

the creation of an encumbrance or security interest, at the same time and, in any other case, promptly 

according to the Noteholders an equal and rateable interest in the same or providing to the Noteholders such 

other security as shall be approved by an Extraordinary Resolution of the Noteholders. 

As used herein: 

“Indebtedness” means any borrowings having an original maturity of more than one year in the form of or 

represented by bonds, notes, debentures or other securities (not comprising, for the avoidance of doubt, 

preference shares or other equity securities) but excluding any Covered Bonds (as defined below): 

(i) where more than 50 per cent. in aggregate principal amount of such bonds, notes, debentures or 

other securities are initially offered outside the Republic of Portugal by or with the authorisation of 

the Issuer; and 

(ii) which with the authorisation of the Issuer are, or are intended to be, listed or traded on any stock 

exchange, over-the-counter or other organised market for securities (whether or not initially 

distributed by way of private placing). 

“Covered Bonds” means any bonds or notes issued by the Issuer, the obligations of which benefit from a 

special creditor privilege (“privilégio creditório especial”) as a result of them being collateralised by a 

defined pool of assets comprised of mortgage loans or other loans permitted by applicable Portuguese 

legislation to be included in the pool of assets and where the requirements for that collateralisation are 

regulated by applicable Portuguese legislation.  

4. INTEREST 

(a) Interest on Fixed Rate Notes 

Each Fixed Rate Note bears interest from (and including) the Interest Commencement Date at the rate(s) per 

annum equal to the Rate(s) of Interest. Interest will be payable on the Interest Payment Date(s) in each year 

up to (and including) the Maturity Date. Interest will be calculated on the full nominal amount outstanding of 

the Fixed Rate Notes. 

Except as provided in the applicable Final Terms, the amount of interest payable on each Interest Payment 

Date in respect of the Fixed Interest Period ending on (but excluding) such date will amount to the Fixed 

Coupon Amount. Payments of interest on any Interest Payment Date will, if so specified in the applicable 

Final Terms, amount to the Broken Amount so specified. 

As used in these Terms and Conditions, “Fixed Interest Period” means the period from (and including) an 

Interest Payment Date (or the Interest Commencement Date) to (but excluding) the next (or first) Interest 

Payment Date. 

Interest shall be calculated in respect of any period by applying the Rate of Interest to the aggregate 

outstanding nominal amount of the Fixed Rate Notes, multiplying such sum by the applicable Day Count 

Fraction, and rounding the resultant figure to the nearest sub-unit of the relevant Specified Currency, half of 

any such sub-unit being rounded upwards or otherwise in accordance with applicable market convention. 

“Day Count Fraction” means, in respect of the calculation of an amount of interest in accordance with this 

Condition 4(a): 

(i) if “Actual/Actual (ICMA)” is specified in the applicable Final Terms: 
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(A) in the case of Notes where the number of days in the relevant period from (and including) the 

most recent Interest Payment Date (or, if none, the Interest Commencement Date) to (but 

excluding) the relevant payment date (the “Accrual Period”) is equal to or shorter than the 

Determination Period during which the Accrual Period ends, the number of days in such 

Accrual Period divided by the product of (1) the number of days in such Determination Period 

and (2) the number of Determination Dates (as specified in the applicable Final Terms) that 

would occur in one calendar year; or 

(B) in the case of Notes where the Accrual Period is longer than the Determination Period during 

which the Accrual Period ends, the sum of: 

(1) the number of days in such Accrual Period falling in the Determination Period in which the 

Accrual Period begins divided by the product of (x) the number of days in such 

Determination Period and (y) the number of Determination Dates (as specified in the 

applicable Final Terms) that would occur in one calendar year; and 

(2) the number of days in such Accrual Period falling in the next Determination Period divided 

by the product of (x) the number of days in such Determination Period and (y) the number 

of Determination Dates that would occur in one calendar year; and 

(ii) if “30/360” is specified in the applicable Final Terms, the number of days in the period from (and 

including) the most recent Interest Payment Date (or, if none, the Interest Commencement Date) to 

(but excluding) the relevant payment date (such number of days being calculated on the basis of a 

year of 360 days with twelve 30-day months) divided by 360. 

In these Terms and Conditions: 

“Determination Period” means each period from (and including) a Determination Date to but 

excluding the next Determination Date (including, where either the Interest Commencement Date or 

the final Interest Payment Date is not a Determination Date, the period commencing on the first 

Determination Date prior to, and ending on the first Determination Date falling after, such date); and 

“sub-unit” means, with respect to any currency other than euro, the lowest amount of such currency 

that is available as legal tender in the country of such currency and, with respect to euro, means one 

cent. 

(b) Interest on Floating Rate Notes  

(i) Interest Payment Dates 

Each Floating Rate Note bears interest from (and including) the Interest Commencement Date and 

such interest will be payable on either: 

(A) the Specified Interest Payment Date(s) in each year specified in the applicable Final Terms; or 

(B) if no Specified Interest Payment Date(s) is/are specified in the applicable Final Terms, each 

date (each such date, together with each Specified Interest Payment Date, an “Interest 

Payment Date”) which falls on the number of months or other period specified as the Specified 

Period in the applicable Final Terms after the preceding Interest Payment Date or, in the case of 

the first Interest Payment Date, after the Interest Commencement Date. 

Such interest will be payable in respect of each Interest Period (which expression shall, in these 

Terms and Conditions, mean the period from (and including) an Interest Payment Date (or the 

Interest Commencement Date) to (but excluding) the next (or first) Interest Payment Date). Interest 

will be calculated on the aggregate outstanding nominal amount of the relevant Notes. 



 

73 

If a Business Day Convention is specified in the applicable Final Terms and (x) if there is no 

numerically corresponding day in the calendar month in which an Interest Payment Date should 

occur or (y) if any Interest Payment Date would otherwise fall on a day which is not a Business Day, 

then, if the Business Day Convention specified is: 

(1) in any case where Specified Periods are specified in accordance with Condition 4(b)(i)(B) 

above, the Floating Rate Convention, such Interest Payment Date (i) in the case of (x) above, 

shall be the last day that is a Business Day in the relevant month and the provisions of (B) 

below shall apply mutatis mutandis or (ii) in the case of (y) above, shall be postponed to the 

next day which is a Business Day unless it would thereby fall into the next calendar month, 

in which event (A) such Interest Payment Date shall be brought forward to the immediately 

preceding Business Day and (B) each subsequent Interest Payment Date shall be the last 

Business Day in the month which falls the Specified Period after the preceding applicable 

Interest Payment Date occurred; or 

(2) the Following Business Day Convention, such Interest Payment Date shall be postponed to 

the next day which is a Business Day; or 

(3) the Modified Following Business Day Convention, such Interest Payment Date shall be 

postponed to the next day which is a Business Day unless it would thereby fall into the next 

calendar month, in which event such Interest Payment Date shall be brought forward to the 

immediately preceding Business Day; or 

(4) the Preceding Business Day Convention, such Interest Payment Date shall be brought 

forward to the immediately preceding Business Day. 

In these Terms and Conditions, “Business Day” means a day which is both: 

(A) a day on which commercial banks and foreign exchange markets settle payments and are 

open for general business (including dealing in foreign exchange and foreign currency 

deposits) in London, Lisbon and each Additional Business Centre specified in the applicable 

Final Terms; and 

(B) either (1) in relation to any sum payable in a Specified Currency other than euro, a day on 

which commercial banks and foreign exchange markets settle payments and are open for 

general business (including dealing in foreign exchange and foreign currency deposits) in 

the principal financial centre of the country of the relevant Specified Currency (which if the 

Specified Currency is Australian dollars or New Zealand dollars shall be Melbourne or 

Wellington, respectively) or (2) in relation to any sum payable in euro, a day on which 

Trans-European Automated Real-Time Gross Settlement Express Transfer (TARGET2) 

System (the “TARGET2 System”) is open. 

(ii) Rate of Interest 

The Rate of Interest payable from time to time in respect of Floating Rate Notes will be determined 

in the manner specified in the applicable Final Terms. 

(A) ISDA Determination for Floating Rate Notes 

Where ISDA Determination is specified in the applicable Final Terms as the manner in which 

the Rate of Interest is to be determined, the Rate of Interest for each Interest Period will be the 

relevant ISDA Rate plus or minus (as indicated in the applicable Final Terms) the Margin (if 

any). For the purposes of this sub-paragraph (A), “ISDA Rate” for an Interest Period means a 

rate equal to the Floating Rate that would be determined by the Agent under an interest rate 
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swap transaction if the Agent were acting as Calculation Agent for that swap transaction under 

the terms of an agreement incorporating the 2006 ISDA Definitions, as published by the 

International Swaps and Derivatives Association, Inc. and as amended and updated as at the 

Issue Date of the first Tranche of the Notes (the “ISDA Definitions”) and under which: 

(1) the Floating Rate Option is as specified in the applicable Final Terms; 

(2) the Designated Maturity is a period specified in the applicable Final Terms; and 

(3) the relevant Reset Date is either (i) if the applicable Floating Rate Option is based on the 

London inter-bank offered rate (“LIBOR”) or on the Euro-zone inter-bank offered rate 

(“EURIBOR”), the first day of that Interest Period or (ii) in any other case, as specified in 

the applicable Final Terms. 

For the purposes of this sub-paragraph (A), “Floating Rate”, “Calculation Agent”, “Floating Rate 

Option”, “Designated Maturity” and “Reset Date” have the meanings given to those terms in the 

ISDA Definitions. 

(B) Screen Rate Determination for Floating Rate Notes 

Where Screen Rate Determination is specified in the applicable Final Terms as the manner in 

which the Rate of Interest is to be determined, the Rate of Interest for each Interest Period will, 

subject as provided below, be either: 

(1) the offered quotation; or 

(2) the arithmetic mean (rounded if necessary to, if the Reference Rate is EURIBOR, the third 

decimal place, with 0.0005 being rounded upwards or, if the Reference Rate is not 

EURIBOR, to the fifth decimal place, with 0.000005 being rounded upwards) of the 

offered quotations, 

(expressed as a percentage rate per annum) for the Reference Rate which appears or appear, 

as the case may be, on the Relevant Screen Page as at 11.00 a. m. (London time, in the case 

of LIBOR, or Brussels time, in the case of EURIBOR) on the Interest Determination Date in 

question plus or minus (as indicated in the applicable Final Terms) the Margin (if any), all as 

determined by the Agent. If five or more of such offered quotations are available on the 

Relevant Screen Page, the highest (or, if there is more than one such highest quotation, one 

only of such quotations) and the lowest (or, if there is more than one such lowest quotation, 

one only of such quotations) shall be disregarded by the Agent for the purpose of 

determining the arithmetic mean (rounded as provided above) of such offered quotations. 

If the Relevant Screen Page is not available or if, in the case of Condition 4(b)(ii)(B)(1) 

above, no offered quotation appears or, in the case of Condition 4(b)(ii)(B)(2) above, fewer 

than three offered quotations appear, in each case as at 11.00 a. m. (London time, in the case 

of LIBOR, or Brussels time, in the case of EURIBOR) on the Interest Determination Date, 

the Agent shall request each of the Reference Banks to provide the Agent with its offered 

quotation (expressed as a percentage rate per annum) for the Reference Rate at 

approximately 11.00 a. m. (London time, in the case of LIBOR, or Brussels time, in the case 

of EURIBOR) on the Interest Determination Date in question. If two or more of the 

Reference Banks provide the Agent with offered quotations, the Rate of Interest for the 

Interest Period shall be the arithmetic mean (rounded if necessary to, if the Reference Rate is 

EURIBOR, the third decimal place, with 0.0005 being rounded upwards or, if the Reference 

Rate is not EURIBOR, to the fifth decimal place, with 0.000005 being rounded upwards) of 
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the offered quotations plus or minus (as appropriate) the Margin (if any), all as determined 

by the Agent. 

If on any Interest Determination Date one only or none of the Reference Banks provides the 

Agent with an offered quotation as provided in the preceding paragraph, the Rate of Interest 

for the relevant Interest Period shall be the rate per annum which the Agent determines as 

being the arithmetic mean (rounded if necessary to, if the Reference Rate is EURIBOR, the 

third decimal place, with 0.0005 being rounded upwards or, if the Reference Rate is not 

EURIBOR, to the fifth decimal place, with 0.000005 being rounded upwards) of the rates, as 

communicated to (and at the request of) the Agent by the Reference Banks or any two or 

more of them, at which such banks were offered, at approximately 11.00 a. m. (London 

time, in the case of LIBOR, or Brussels time, in the case of EURIBOR) on the relevant 

Interest Determination Date, deposits in the Specified Currency for a period equal to that 

which would have been used for the Reference Rate by leading banks in the London inter-

bank market (if the Reference Rate is LIBOR) or the Euro-zone inter-bank market (if the 

Reference Rate is EURIBOR) plus or minus (as appropriate) the Margin (if any) or, if fewer 

than two of the Reference Banks provide the Agent with offered rates, the offered rate for 

deposits in the Specified Currency for a period equal to that which would have been used for 

the Reference Rate, or the arithmetic mean (rounded as provided above) of the offered rates 

for deposits in the Specified Currency for a period equal to that which would have been used 

for the Reference Rate, at which, at approximately 11.00 a. m. (London time, in the case of 

LIBOR, or Brussels time, in the case of EURIBOR) on the relevant Interest Determination 

Date, any one or more banks (which bank or banks is or are in the opinion of the Issuer 

suitable for the purpose) informs the Agent it is quoting to leading banks in the London 

inter-bank market (if the Reference Rate is LIBOR) or the Euro-zone inter-bank market (if 

the Reference Rate is EURIBOR) plus or minus (as appropriate) the Margin (if any), 

provided that, if the Rate of Interest cannot be determined in accordance with the foregoing 

provisions of this paragraph, the Rate of Interest shall be determined as at the last preceding 

Interest Determination Date (though substituting, where a different Margin is to be applied 

to the relevant Interest Period from that which applied to the last preceding Interest Period, 

the Margin relating to the relevant Interest Period in place of the Margin relating to that last 

preceding Interest Period). 

If the Reference Rate from time to time in respect of Floating Rate Notes is specified in the 

applicable Final Terms as being other than LIBOR or EURIBOR, the Rate of Interest in 

respect of such Notes will be determined as provided in the applicable Final Terms. 

(iii) Minimum Rate of Interest and/or Maximum Rate of Interest 

If the applicable Final Terms specifies a Minimum Rate of Interest for any Interest Period, then, in 

the event that the Rate of Interest in respect of such Interest Period determined in accordance with 

the provisions of paragraph (ii) above is less than such Minimum Rate of Interest, the Rate of 

Interest for such Interest Period shall be such Minimum Rate of Interest. 

If the applicable Final Terms specifies a Maximum Rate of Interest for any Interest Period, then, in 

the event that the Rate of Interest in respect of such Interest Period determined in accordance with 

the provisions of paragraph (ii) above is greater than such Maximum Rate of Interest, the Rate of 

Interest for such Interest Period shall be such Maximum Rate of Interest. 

(iv) Determination of Rate of Interest and Calculation of Interest Amounts 
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The Agent will at or as soon as practicable after each time at which the Rate of Interest is to be 

determined, determine the Rate of Interest for the relevant Interest Period 

The Agent will calculate the amount of interest (the “Interest Amount”) payable on the Floating Rate 

Notes for the relevant Interest Period by applying the Rate of Interest to, the aggregate outstanding 

nominal amount of the and multiplying such sum by the applicable Day Count Fraction, and 

rounding the resultant figure to the nearest sub-unit of the relevant Specified Currency, half of any 

such sub-unit being rounded upwards or otherwise in accordance with applicable market convention. 

“Day Count Fraction” means, in respect of the calculation of an amount of interest for any Interest 

Period: 

(i) if “Actual/360” is specified in the applicable Final Terms, the actual number of days in the 

Interest Period divided by 360; 

(ii) if “Actual/Actual (ISDA)” or “Actual/Actual (ICMA)” is specified in the applicable Final 

Terms, the actual number of days in the Interest Period divided by 365 (or, if any portion of 

that Interest Period falls in a leap year, the sum of (A) the actual number of days in that 

portion of the Interest Period falling in a leap year divided by 366 and (B) the actual number 

of days in that portion of the Interest Period falling in a non-leap year divided by 365); 

(iii) if “Actual/365 (Fixed)” is specified in the applicable Final Terms, the actual number of days 

in the Interest Period divided by 365; 

(iv) if “Actual/365 (Sterling)” is specified in the applicable Final Terms, the actual number of 

days in the Interest Period divided by 365 or, in the case of an Interest Payment Date falling 

in a leap year, 366; 

(v) if “30/360”, “360/360” or “Bond Basis” is specified in the applicable Final Terms, the 

number of days in the Interest Period divided by 360, calculated on a formula basis as 

follows: 

360

)D–(D)]M–(M[30)]Y–(Y[360
FractionCountDay 121212 

  

where: 

“Y1” is the year, expressed as a number, in which the first day of the Interest Period falls; 

“Y2” is the year, expressed as a number, in which the day immediately following the last day 

of the Interest Period falls; 

“M1” is the calendar month, expressed as a number, in which the first day of the Interest 

Period falls; 

“M2” is the calendar month, expressed as a number, in which the day immediately following 

the last day of the Interest Period falls; 

“D1” is the first calendar day, expressed as a number, of the Interest Period, unless such 

number is 31, in which case D1 will be 30; and 

“D2” is the calendar day, expressed as a number, immediately following the last day 

included in the Interest Period, unless such number would be 31 and D1 is greater than 29, in 

which case D2 will be 30; 

(vi) if “30E/360” or “Eurobond Basis” is specified in the applicable Final Terms, the number of 

days in the Interest Period divided by 360, calculated on a formula basis as follows: 
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360

)D–(D)]M–(M[30)]Y–(Y[360
FractionCountDay 121212 

  

where: 

“Y1” is the year, expressed as a number, in which the first day of the Interest Period falls; 

“Y2” is the year, expressed as a number, in which the day immediately following the last day 

of the Interest Period falls; 

“M1” is the calendar month, expressed as a number, in which the first day of the Interest 

Period falls; 

“M2” is the calendar month, expressed as a number, in which the day immediately following 

the last day of the Interest Period falls; 

“D1” is the first calendar day, expressed as a number, of the Interest Period, unless such 

number would be 31, in which case D1 will be 30; and 

“D2” is the calendar day, expressed as a number, immediately following the last day 

included in the Interest Period, unless such number would be 31, in which case D2 will be 

30; 

(vii) if “30E/360 (ISDA)” is specified in the applicable Final Terms, the number of days in the 

Interest Period divided by 360, calculated on a formula basis as follows: 

360

)D–(D)]M–(M[30)]Y–(Y[360
FractionCountDay 121212 

  

where: 

“Y1” is the year, expressed as a number, in which the first day of the Interest Period falls; 

“Y2” is the year, expressed as a number, in which the day immediately following the last day 

of the Interest Period falls; 

“M1” is the calendar month, expressed as a number, in which the first day of the Interest 

Period falls; 

“M2” is the calendar month, expressed as a number, in which the day immediately following 

the last day of the Interest Period falls; 

“D1” is the first calendar day, expressed as a number, of the Interest Period, unless (i) that 

day is the last day of February or (ii) such number would be 31, in which case D1 will be 30; 

and 

“D2” is the calendar day, expressed as a number, immediately following the last day 

included in the Interest Period, unless (i) that day is the last day of February but not the 

Maturity Date or (ii) such number would be 31, in which case D2 will be 30. 

(v) Notification of Rate of Interest and Interest Amounts 

The Agent will cause the Rate of Interest and each Interest Amount for each Interest Period and the 

relevant Interest Payment Date to be notified to the Issuer and each stock exchange on which the 

relevant Floating Rate Notes are for the time being listed and notice thereof to be published in 

accordance with Condition 11 as soon as possible after their determination but in no event later than 

the fourth London Business Day thereafter. Each Interest Amount and Interest Payment Date so 

notified may subsequently be amended (or appropriate alternative arrangements made by way of 
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adjustment) without prior notice in the event of an extension or shortening of the Interest Period. 

Any such amendment will be promptly notified to each stock exchange on which the relevant 

Floating Rate Notes are for the time being listed and to the Noteholders in accordance with 

Condition 11. For the purposes of this paragraph, the expression “London Business Day” means a 

day (other than a Saturday or a Sunday) on which banks and foreign exchange markets are open for 

general business in London. 

(vi) Certificates to be final 

All certificates, communications, opinions, determinations, calculations, quotations and decisions 

given, expressed, made or obtained for the purposes of the provisions of this Condition 4(b), whether 

by the Agent or, if applicable, the Calculation Agent, shall (in the absence of wilful default, bad faith 

or manifest error) be binding on the Issuer, the Agent, the Calculation Agent (if applicable), the 

other Paying Agents and all Noteholders and (in the absence of wilful default or bad faith) no 

liability to the Issuer or the Noteholders shall attach to the Agent or the Calculation Agent (if 

applicable) in connection with the exercise or non-exercise by it of its powers, duties and discretions 

pursuant to such provisions. 

(c) Accrual of interest 

Each Note (or in the case of the redemption of part only of a Note, that part only of such Note) will cease to 

bear interest (if any) from the date for its redemption unless payment of principal is improperly withheld or 

refused. In such event, interest will continue to accrue until whichever is the earlier of: 

(1) the date on which all amounts due in respect of such Note have been paid; and 

(2) five days after the date on which the full amount of the moneys payable in respect of such Note has 

been received by the Agent and notice to that effect has been given to the Noteholders in accordance 

with Condition 11. 

5. PAYMENTS 

(a) Method of payment 

Subject as provided below: 

(i) payments in a Specified Currency other than euro will be made by credit or transfer to an account in 

the relevant Specified Currency maintained by the Noteholder with, or, at the option of the 

Noteholder, by a cheque in such Specified Currency drawn on, a bank in the principal financial 

centre of the country of such Specified Currency (which, if the Specified Currency is Australian 

dollars or New Zealand dollars, shall be Melbourne or Wellington, respectively); and 

(ii) payments in euro will be made by credit or transfer to a euro account (or any other account to which 

euro may be credited or transferred) specified by the Noteholder or, at the option of the Noteholder, 

by a euro cheque. 

Payments will be subject in all cases to any fiscal or other laws and regulations applicable thereto in the 

place of payment, but without prejudice to the provisions of Condition 7. 

(b) Payments in respect of Notes 

Payment of principal and interest in respect of Notes (i) in euros will be (a) credited, according to the 

procedures and regulations of Interbolsa, by the Paying Agent acting on behalf of the Issuer from the 

payment current account which the Paying Agent has indicated to, and has been accepted by, Interbolsa to be 

used on the Paying Agent’s behalf for payments in respect of securities held through Interbolsa to the 

payment current accounts held according to the applicable procedures and regulations of Interbolsa by the 
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Affiliate Members of Interbolsa whose control accounts with Interbolsa are credited with such Notes and 

thereafter (b) credited by such Affiliate Members of Interbolsa from the aforementioned payment current 

accounts to the accounts of the owners of those Notes or through Euroclear and CBL to the accounts with 

Euroclear and CBL of the beneficial owners of those Notes, in accordance with the rules and procedures of 

Interbolsa, Euroclear or CBL, as the case may be (ii) in currencies other than euros in respect of the Notes 

will be (a) transferred, on the payment date and according to the procedures and regulations applicable by 

Interbolsa, from the account held by the Paying Agent in the Foreign Currency Settlement System (Sistema 

de Liquidação em Moeda Estrangeira), managed by Caixa Geral de Depósitos, S.A., to the relevant accounts 

of the relevant Affiliate Members of Interbolsa, and thereafter (b) transferred by such Affiliate Members of 

Interbolsa from such relevant accounts to the accounts of the owners of those Notes or through Euroclear and 

CBL to the accounts with Euroclear and CBL of the beneficial owners of those Notes, in accordance with the 

rules and procedures of Interbolsa, Euroclear or CBL, as the case may be. 

The holders of Notes are reliant upon the procedures of Interbolsa to receive payment in respect of Notes. 

(c) General provisions applicable to payments 

The Issuer will be discharged by payment to Interbolsa in respect of each amount so paid. Each of the 

entities shown in the records of Interbolsa as the beneficial holder of a particular nominal amount of Notes 

must look solely to Interbolsa for his share of each payment made by the Issuer to, or to the order of such 

entity. 

Notwithstanding the foregoing provisions of this Condition, if any amount of principal and/or interest in 

respect of Notes is payable in U.S. dollars, such U.S. dollar payments of principal and/or interest in respect 

of such Notes will be made at the specified office of a Paying Agent in the United States if: 

(i) the Issuer has appointed Paying Agents with specified offices outside the United States with the 

reasonable expectation that such Paying Agents would be able to make payment in U.S. dollars at 

such specified offices outside the United States of the full amount of principal and interest on the 

Notes in the manner provided above when due; 

(ii) payment of the full amount of such principal and interest at all such specified offices outside the 

United States is illegal or effectively precluded by exchange controls or other similar restrictions on 

the full payment or receipt of principal and interest in U.S. dollars; and 

(iii) such payment is then permitted under United States law without involving, in the opinion of the 

Issuer, adverse tax consequences to the Issuer. 

(d) Payment Day 

If the date for payment of any amount in respect of any Note is not a Payment Day, the holder thereof shall 

not be entitled to payment until the next following Payment Day in the relevant place and shall not be 

entitled to further interest or other payment in respect of such delay. For these purposes, “Payment Day” 

means any day which (subject to Condition 8) is: 

(i) a day on which commercial banks and foreign exchange markets settle payments and are open for 

general business (including dealing in foreign exchange and foreign currency deposits) in: 

(A) in the case of Notes in definitive form only, the relevant place of presentation; 

(B) each Additional Financial Centre specified in the applicable Final Terms; and 

(ii) either (1) in relation to any sum payable in a Specified Currency other than euro, a day on which 

commercial banks and foreign exchange markets settle payments and are open for general business 

(including dealing in foreign exchange and foreign currency deposits) in the principal financial 
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centre of the country of the relevant Specified Currency (which if the Specified Currency is 

Australian dollars or New Zealand dollars shall be Melbourne or Wellington, respectively) or (2) in 

relation to any sum payable in euro, a day on which the TARGET2 System is open and Interbolsa, 

CBL and/or Euroclear, as the case may be, are open for general business. 

(e) Interpretation of principal and interest 

Any reference in these Terms and Conditions to principal in respect of the Notes shall be deemed to include, 

as applicable: 

(i) any additional amounts which may be payable with respect to principal under Condition 7; 

(ii) the Final Redemption Amount of the Notes; 

(iii) the Early Redemption Amount of the Notes; 

(iv) the Optional Redemption Amount(s) (if any) of the Notes; 

(v) in relation to Zero Coupon Notes, the Amortised Face Amount (as defined in Condition 6(f)); and 

(vi) any premium and any other amounts (other than interest) which may be payable by the Issuer under 

or in respect of the Notes. 

Any reference in these Terms and Conditions to interest in respect of the Notes shall be deemed to include, 

as applicable, any additional amounts which may be payable with respect to interest under Condition 7. 

6. REDEMPTION AND PURCHASE 

(a) Redemption at maturity 

Unless previously redeemed or purchased and cancelled as specified below, each Note will be redeemed by 

the Issuer at its Final Redemption Amount specified in, or determined in the manner specified in, the 

applicable Final Terms in the relevant Specified Currency on the Maturity Date. 

The Subordinated Notes have an original maturity of at least five years. The Subordinated Notes can only be 

redeemed or called within the five years following the issue date if the competent banking prudential 

supervisory authority (and there is no assurance that the competent banking prudential supervisory authority 

will consent with this early redemption) previously authorises in accordance with articles 77 or 78(4) of 

Regulation (EU) No 575/2013 of the European Parliament and of the Council of 26 June 2013, on prudential 

requirements for credit institutions and investment firms and amending Regulation (EU) No 648/2012 

(hereinafter “Regulation 575/2013”) or if the Issuer becomes insolvent or liquidated. Accordingly, the 

Subordinated Notes are only subject to be called or redeemed within 5 years from its issue date pursuant to 

Condition 6(b), 6(d) and 9(b). 

(b) Redemption for tax reasons 

With the exception of Notes issued by the Issuer, which are not issued by the Issuer within the scope of 

Decree Law 193/2005, of 7 November, as amended (“Decree Law 193/2005”), the Notes may be redeemed 

at the option of the Issuer (after obtaining the consent of the competent banking prudential supervisory 

authority) in whole, but not in part, at any time (if this Note is not a Floating Rate Note) or on any Interest 

Payment Date (if this Note is a Floating Rate Note), on giving not less than 30 nor more than 60 days’ notice 

to the Agent and, in accordance with Condition 11, the Noteholders (which notice shall be irrevocable), if: 

(i) save in circumstances where the obligation to pay such additional amounts is as result of the Issuer 

on lending the proceeds of the issue of the relevant Notes in a way which attracts any withholding or 

deduction for on account of tax, on the occasion of the next payment due under the Notes, the Issuer 

has or will become obliged to pay additional amounts as provided or referred to in Condition 7 
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would be unable for reasons outside its control to procure payment by the Issuer and in making itself 

would be required to pay such additional amounts, in each case as a result of any change in, or 

amendment to, the laws or regulations of a Tax Jurisdiction (as defined in Condition 7), or any 

change in the application or official interpretation of such laws or regulations, which change or 

amendment becomes effective on or after the date on which agreement is reached to issue the first 

Tranche of the Notes and, in case of Subordinated Notes, were not foreseeable at the time of their 

issuance and the Issuer demonstrates to the competent banking prudential supervisory authority that 

it is a material change or amendment; and 

(ii) such obligation cannot be avoided by the Issuer taking reasonable measures available to it, 

provided that no such notice of redemption shall be given earlier than 90 days prior to the earliest date on 

which the Issuer would be obliged to pay such additional amounts were a payment in respect of the Notes 

then due. 

Prior to the publication of any notice of redemption pursuant to this Condition, the Issuer shall deliver to the 

Agent a certificate signed by two Directors of the Issuer stating that the Issuer is entitled to effect such 

redemption and setting forth a statement of facts showing that the conditions precedent to the right of the 

Issuer so to redeem have occurred, and an opinion of independent legal advisers of recognised standing to 

the effect that the Issuer has or will become obliged to pay such additional amounts as a result of such 

change or amendment. 

Notes redeemed pursuant to this Condition 6(b) will be redeemed at their Early Redemption Amount referred 

to in paragraph (f) below together (if appropriate) with interest accrued to (but excluding) the date of 

redemption. 

(c) Redemption at the option of the Issuer (Issuer Call) 

If Issuer Call is specified in the applicable Final Terms, the Issuer may (after obtaining the consent of the 

competent banking prudential supervisory authority and only after 5 years from its issue date in the case of 

Subordinated Notes), at its sole discretion, having given: 

(i) not less than 15 nor more than 30 days’ notice to the Noteholders in accordance with Condition 11; 

and 

(ii) not less than 15 days before the giving of the notice referred to in (i), notice to the Agent; 

(which notices shall be irrevocable and shall specify the date fixed for redemption), redeem all or some only 

of the Notes then outstanding on any Optional Redemption Date and at the Optional Redemption Amount(s) 

specified in, or determined in the manner specified in, the applicable Final Terms together, if appropriate, 

with interest accrued to (but excluding) the relevant Optional Redemption Date. Any such redemption must 

be of a nominal amount not less than the Minimum Redemption Amount or not more than a Higher 

Redemption Amount, in each case as may be specified in the applicable Final Terms. In the case of a partial 

redemption of Notes, the Notes to be redeemed will be selected in accordance with the rules of Interbolsa. 

In the case of Subordinated Notes, the Issuer has the right, but not the duty, to redeem the Subordinated 

Notes. The competent banking prudential supervisory authority is not obliged to consent with the early 

redemption requested by the Issuer (if requested) and there is no assurance that the competent banking 

prudential supervisory authority will consent to such early redemption request. 

(d) Redemption due to a change in the regulatory classification 

The Subordinated Notes may be redeemed before five years of the date of issue by the Issuer after obtaining 

the authorisation of the competent banking prudential supervisory authority if the regulatory classification of 
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the Subordinated Notes has changed and as a result the Subordinated Notes would be excluded from the 

Issuer’s own funds or have a lower quality form of own funds and both the following conditions apply:  

(i) The competent banking prudential supervisory authority considers the referred change to be 

sufficiently certain;  

(ii) The Issuer demonstrates to the satisfaction of the competent banking prudential supervisory 

authority that the regulatory reclassification was not reasonably foreseeable at the date of issue.  

(e) Redemption at the option of the Noteholders (Investor Put) 

If Investor Put is specified in the applicable Final Terms of the Senior Notes (for the avoidance of doubt, an 

Investor Put is not permitted for Subordinated Notes, in accordance with Regulation 575/2013), upon the 

holder of any Note giving to the Issuer in accordance with Condition 11 not less than 15 nor more than 30 

days’ notice the Issuer will, upon the expiry of such notice, redeem, subject to, and in accordance with, the 

terms specified in the applicable Final Terms, such Note on the Optional Redemption Date and at the 

Optional Redemption Amount together, if appropriate, with interest accrued to (but excluding) the Optional 

Redemption Date. It may be that before an Investor Put can be exercised, certain conditions and/or 

circumstances will need to be satisfied. Where relevant, the provisions will be set out in the applicable Final 

Terms. 

To exercise the right to require redemption of this Note the holder of this Note must, within the notice 

period, give notice to the Paying Agent of such exercise in accordance with the standard procedures of 

Interbolsa in a form acceptable to Interbolsa from time to time (a “Put Notice”) and, at the same time present 

or procure the presentation of a Certificate to the Paying Agent. 

Any Put Notice given by a holder of any Note pursuant to this paragraph shall be irrevocable except where 

prior to the due date of redemption an Event of Default has occurred and is continuing in which event such 

holder, at its option, may elect by notice to the Issuer to withdraw the notice given pursuant to this paragraph 

and instead to declare such Note forthwith due and payable pursuant to Condition 9. 

(f) Early Redemption Amounts 

For the purpose of paragraph (b) above and Condition 9, each Note will be redeemed at the Early 

Redemption Amount calculated as follows: 

(i) in the case of a Note (other than a Zero Coupon Note) at the amount specified in, or determined in 

the manner specified in, the applicable Final Terms or, if no such amount or manner is so specified 

in the applicable Final Terms, at its nominal amount; or 

(ii) in the case of a Zero Coupon Note, at an amount (the “Amortised Face Amount”) calculated in 

accordance with the following formula: 

 AY)y (1 x RP   AmountRedemptionEarly   

where: 

“RP” means the Reference Price; 

“AY” means the Accrual Yield expressed as a decimal; and 

“y” is a fraction the numerator of which is equal to the number of days (calculated on the basis 

of a 360-day year consisting of twelve months of 30 days each) from (and including) the 

Issue Date of the first Tranche of the Notes to (but excluding) the date fixed for redemption 

or (as the case may be) the date upon which such Note becomes due and repayable and the 

denominator of which is 360, 

or on such other calculation basis as may be specified in the applicable Final Terms. 
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(g) Purchases 

The Issuer or any subsidiary of the Issuer may (after obtaining the consent of the competent banking 

prudential supervisory authority and only after 5 years from its issue date in the case of Subordinated notes) 

at any time purchase Notes at any price in the open market or otherwise. Such Notes may be held, reissued, 

resold or, at the option of the Issuer or the relevant subsidiary, cancelled by Interbolsa. Notes purchased, 

while held by or on behalf of the Issuer shall not entitle the holder to vote at any meetings of the Noteholders 

and shall not be deemed to be outstanding or the purposed of calculating quorums at meetings of the 

Noteholders or for the purposes of Condition 14 or the Set of Agency Procedures. 

(h) Cancellation 

All Notes which are redeemed will forthwith be cancelled. All Notes so cancelled and any Notes purchased 

and cancelled pursuant to paragraph (g) above cannot be reissued or resold. 

(i) Late payment on Zero Coupon Notes 

If the amount payable in respect of any Zero Coupon Note upon redemption of such Zero Coupon Note 

pursuant to paragraph (a), (b), (c), (d) above or upon its becoming due and repayable as provided in 

Condition 9 is improperly withheld or refused, the amount due and repayable in respect of such Zero Coupon 

Note shall be the amount calculated as provided in paragraph (f)(ii) above as though the references therein to 

the date fixed for the redemption or the date upon which such Zero Coupon Note becomes due and payable 

were replaced by references to the date which is the earlier of: 

(i) the date on which all amounts due in respect of such Zero Coupon Note have been paid; and 

(ii) five days after the date on which the full amount of the moneys payable in respect of such Zero 

Coupon Notes has been received by the Agent and notice to that effect has been given to the 

Noteholders in accordance with Condition 11. 

Regarding Subordinated Notes, this Condition 6 describes the legal and regulatory regime applicable 

thereto and accordingly the provisions of this Condition 6 are subject to any changes in that legal and 

regulatory regime. 

7. TAXATION  

All payments of principal and interest in respect of the Notes issued within the scope of Decree Law 

193/2005 by the Issuer will be made without withholding or deduction for or on account of any present or 

future taxes or duties of whatever nature imposed or levied by or on behalf of the Tax Jurisdiction unless 

such withholding or deduction is required by law or regulation. In such event, the Issuer will pay such 

additional amounts as shall be necessary in order that the net amounts received by the holders of the Notes 

after such withholding or deduction shall equal the respective amounts of principal and interest which would 

otherwise have been receivable in respect of the Notes issued within the scope of Decree Law 193/2005 in 

relation to any payment in the absence of such withholding or deduction; except that no such additional 

amounts shall be payable: 

(i) to, or to a third party on behalf of, a Noteholder in the Tax Jurisdiction; and/or 

(ii) to, or to a third party on behalf of, a Noteholder who is liable for such taxes or duties in respect of 

such Note by reason of his having some connection with a Tax Jurisdiction other than the mere 

holding of such Note; and/or 

(iii) where such withholding or deduction is imposed on a payment to an individual and is required to be 

made pursuant to European Council Directive 2003/48/EC or any law implementing or complying 

with, or introduced in order to conform to, such Directive; and/or 
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(iv) to, or to a third party on behalf of, a Noteholder who would be able to avoid such withholding or 

deduction by presenting the relevant Certificate to another Paying Agent in a Member State of the 

EU; and/or 

(v) where the relevant Certificate is presented for payment more than 30 days after the Relevant Date (as 

defined below) except to the extent that the holder thereof would have been entitled to an additional 

amount on presenting the same for payment on such thirtieth day assuming that day to have been a 

Payment Day (as defined in Condition 5(d)); and/or 

(vi) to, or to a third party on behalf of, a Noteholder in respect of whom the information (which may 

include certificates) required in order to comply with the Decree Law 193/2005, and any 

implementing legislation, is not received by no later than the second ICSD Business Day prior to 

Relevant Date, or which does not comply with the formalities in order to benefit from tax treaty 

benefits, when applicable; and/or 

(vii) to, or to a third party on behalf of, a Noteholder (i) resident for tax purposes in the Tax Jurisdiction 

or when the investment income is imputable to a permanent establishment of the Noteholder located 

in Portuguese territory or (ii) resident in a tax haven jurisdiction as defined in Ministerial Order 

(“Portaria”) 150/2004, of 13 February, 2004 as amended from time to time, with the exception of 

(a) central banks and governmental agencies, as well as international institutions recognised by the 

Tax Jurisdiction, of those tax haven jurisdictions, and (b) tax haven jurisdictions which have a 

double taxation treaty in force or a tax information exchange agreement in place with the Tax 

Jurisdiction; and/or 

(viii) to, or to a third party on behalf of (a) a Portuguese resident legal entity subject to Portuguese 

corporation tax (with the exception of entities that benefit from a waiver of Portuguese withholding 

tax or from Portuguese income tax exemptions), or (b) a legal entity not resident in the Republic of 

Portugal acting with respect to the holding of the Notes through a permanent establishment located 

in the Portuguese territory (with the exception of permanent establishments that benefit from a 

waiver of Portuguese withholding tax). 

For the purposes of this Condition 7: 

“ICSD Business Day” means any day which 

(i) is not a Saturday or Sunday; and 

(ii) is not 25 December or 31 December. 

For the purposes of these Conditions: 

“Relevant Date” means the date on which such payment first becomes due, except that, if the full 

amount of the moneys payable has not been duly received by the Paying Agent on or prior to such 

due date, it means the date on which, the full amount of such moneys having been so received, 

notice to that effect is duly given to the Noteholders in accordance with Condition 11. 

“Tax Jurisdiction” means the Republic of Portugal or any political subdivision or any authority 

thereof or therein having power to tax. 

8. PRESCRIPTION 

Claims for principal and interest in respect of the Notes shall become void unless the relevant Certificates are 

surrendered within 20 years and 5 years respectively of the Relevant Date (as defined in Condition 7). 
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9. EVENTS OF DEFAULT 

(a) Events of Default relating to Senior Notes 

If any one or more of the following events (each an “Event of Default”) shall occur and is continuing with 

respect to any Senior Note (any reference to “Note” and “Notes” shall be construed accordingly): 

(i) the Issuer fails to make payment of any principal or interest due in respect of the Notes and such 

failure to pay continues, in the case of principal, for a period of 7 days or, in the case of interest, for 

a period of 14 days; or 

(ii) the Issuer defaults in the performance or observance of or compliance with any other obligation on 

its part in respect of the Notes and (except where such default is not capable of remedy, where no 

such notice shall be required) such default shall continue for a period of 30 days after written notice 

of such default shall have been given to the Issuer by a holder of the Note; or 

(iii) bankruptcy or insolvency proceedings are commenced by a court against the Issuer, or the Issuer 

institutes such proceedings or suspends payments or offers or makes a general arrangement for the 

benefit of all its creditors; or 

(iv) any order shall be made by any competent authority or resolution passed for the dissolution of the 

Issuer, except a dissolution for the purposes of or pursuant to a reorganisation, merger, consolidation 

or amalgamation whereby the continuing entity or entity formed as a result of the reorganisation, 

merger, consolidation or amalgamation effectively assumes the entire obligations of the Issuer under 

the Notes; or 

(v) the repayment of any Indebtedness for Borrowed Money (as defined in Condition 9(c)) owing by the 

Issuer is accelerated by reason of default and such acceleration has not been rescinded or annulled, 

or the Issuer defaults (after whichever is the longer of any originally applicable period of grace and 

14 days after the due date) in any payment of any Indebtedness for Borrowed Money or in the 

honouring of any guarantee or indemnity in respect of any Indebtedness for Borrowed Money 

provided that no such event referred to in this sub-paragraph (v) shall constitute an Event of Default 

unless the Indebtedness for Borrowed Money whether alone or when aggregated with other 

Indebtedness for Borrowed Money relating to all (if any) other such events which shall have 

occurred shall exceed 25,000,000 euros (or its equivalent in any other currency or currencies) or, if 

greater, an amount equal to 1 per cent. of the Issuer’s Shareholders’ Funds (as defined in Condition 

9(c)below), 

then any holder of a Note may, by written notice to the Issuer at the specified office of the Agent, effective 

upon the date of receipt thereof by the Agent, declare any Notes held by the holder to be forthwith due and 

payable whereupon the same shall become forthwith due and payable at the Early Redemption Amount (as 

described in Condition 6(f), together with accrued interest (if any) to the date of repayment, without 

presentment, demand, protest or other notice of any kind. 

(b) Events of Default relating to Subordinated Notes 

If any one or more of the following events (each an “Event of Default”) shall occur and is continuing with 

respect to any Subordinated Note (any reference to “Note”, “Notes” and “Noteholders” shall be construed 

accordingly): 

(i) bankruptcy or insolvency are commenced by a court against the Issuer or the Issuer institutes such 

proceedings or suspends payments or offers or makes a general arrangement for the benefit of all its 

creditors; or 
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(ii) any order shall be made by any competent court or resolution passed for the dissolution of the Issuer, 

except a dissolution for the purposes of or pursuant to a reorganisation, merger, consolidation or 

amalgamation whereby the continuing entity or entity formed as a result of the reorganisation, 

merger, consolidation or amalgamation effectively assumes the entire obligations of the Issuer under 

the Subordinated Notes. 

then any holder of a Note may, by written notice to the Issuer at the specified office of the Agent, effective 

upon the date of receipt thereof by the Agent, declare any such Notes held by the holder to be forthwith due 

and payable whereupon the same shall become forthwith due and payable at the Early Redemption Amount 

(as described in Condition 6(f)), together with accrued interest (if any) to the date of repayment, without 

presentment, demand, protest or other notice of any kind. 

(c) Definitions 

For the purposes of this Condition 9: 

“Indebtedness for Borrowed Money” means any present or future indebtedness for or in respect of (i) money 

borrowed, or (ii) any notes, bonds, debentures, loan stock or other securities offered, issued or distributed 

whether by way of public offer, private placement, acquisition consideration or otherwise and whether issued 

in cash or in whole or in part for consideration other than cash. 

“Issuer’s Shareholders’ Funds” means, at any relevant time, a sum equal to the aggregate of the Issuer’s 

shareholders' equity as certified by the independent auditors of the Issuer by reference to the latest audited 

financial statements of the Issuer. 

10. PAYING AGENT 

The name of the initial Paying Agent and its initial specified office is set out below. 

The Issuer is entitled to vary or terminate the appointment of any Paying Agent and/or appoint additional or 

other Paying Agents and/or approve any change in the specified office through which any paying agent acts, 

provided that: 

(a) there will at all times be a Paying Agent with its specified office in a country outside the Tax 

Jurisdiction; and 

(b) so long as the Notes are listed on any stock exchange or admitted to listing by any other relevant 

authority, there will at all times be a Paying Agent with a specified office in such place as may be 

required by the rules and regulations of the relevant stock exchange (or any other relevant authority); 

and 

(c) there will at all times be a Paying Agent in a Member State of the EU that will not be obliged to 

withhold or deduct tax pursuant to Directive 2003/48/EC or any law implementing or complying 

with, or introduced in order to conform to, such Directive; and 

(d) there will at all times be a Paying Agent in Portugal capable of making payment in respect of the 

Notes as contemplated by these terms and conditions of the Notes, the Set of Agency Procedures and 

applicable Portuguese law and regulation. 

In addition, the Issuer shall forthwith appoint a Paying Agent having a specified office in New York City in 

the circumstances described in Condition 5(c). Any variation, termination, appointment or change shall only 

take effect (other than in the case of insolvency, when it shall be of immediate effect) after not less than 30 

nor more than 45 days’ prior notice thereof shall have been given to the Noteholders in accordance with 

Condition 11. 
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In acting under the Set of Agency Procedures, the Paying Agent act solely as agents of the Issuer and does 

not assume any obligation to, or relationship of agency or trust with, any Noteholders. The Set of Agency 

Procedures contains provisions permitting any entity into which any Paying Agent is merged or converted or 

with which it is consolidated or to which it transfers all or substantially all of its assets to become the 

successor paying agent. 

11. NOTICES 

All notices regarding the Notes shall comply with the Portuguese legal and regulatory requirements that may 

be applicable, including the Portuguese Securities Code, the Portuguese Companies Code and CMVM 

Regulation no. 5/2008, all as amended, including with the requirement to disclose notices on the CMVM’s 

information system (www.cmvm.pt). Furthermore, any such notice shall be disclosed by any further means 

required to allow a fast access by all holders of Notes throughout the EU and shall be deemed to have been 

given on the date of such publication or, if published more than once or on different dates, on the first date 

on which publication is made, as provided above. In addition, for so long as Notes are listed on a stock 

exchange and the rules of that stock exchange (or any other relevant authority) so require, such notice will be 

published in a daily newspaper of general circulation in the place or places required by that stock exchange 

(or any other relevant authority). 

12. MEETINGS OF NOTEHOLDERS, MODIFICATION AND WAIVER 

Meetings of the Noteholders to consider any matter affecting their interests, including the modification or 

abrogation of any of these Terms and Conditions by Extraordinary Resolution (defined below) and the 

appointment or dismissal of a Common Representative are governed by the Portuguese companies code 

enacted by Decree-Law 262/86, of 2 September 1986, as subsequently amended (the “Portuguese Companies 

Code”). 

Meetings may be convened by the Common Representative (if any) or, if (i) no Common Representative has 

been appointed or (ii) if appointed, the relevant Common Representative has failed to convene a meeting, by 

the chairman of the general meeting of shareholders of the Issuer, and shall be convened if requested by 

Noteholders holding not less than 5 per cent. in principal amount of the Notes for the time being outstanding. 

The quorum required for a meeting convened to pass a resolution other than an Extraordinary Resolution will 

be any person or persons holding or representing Notes then outstanding, regardless of the principal amount 

thereof; and the quorum required for a meeting convened to pass an Extraordinary Resolution will be a 

person or persons holding or representing at least 50 per cent. of the Notes then outstanding or, at any 

adjourned meeting, any person or persons holding or representing any of the Notes then outstanding, 

regardless of the principal amount thereof. 

The number of votes required to pass (i) a resolution other than an Extraordinary Resolution is a majority of 

the votes cast at the relevant meeting (ii) the majority required to pass an Extraordinary Resolution, 

including, without limitation, a resolution relating to the modification or abrogation of certain of the 

provisions of these Conditions, is at least 50 per cent. of the principal amount of the Notes then outstanding 

or, at any adjourned meeting, two-thirds of the votes cast at the relevant meeting (iii) a resolution under 

which there is an increase of the obligations of the Noteholders, all holders of the relevant series of Notes. 

Resolutions passed at any meeting of the Noteholders will be binding on all Noteholders, whether or not they 

are present at the meeting or have voted against the approved resolutions. 

“Extraordinary Resolution” means a resolution passed at a meeting of Noteholders (i) in respect of any 

modification or abrogation of any Condition (including without limiting, modifying the date of maturity of 

the Notes or any date for payment of interest thereon, reducing or cancelling the amount of principal or the 

rate of interest payable in respect of the Notes or altering the currency of payment of the Notes) or (ii) to 

approve any amendment to this definition. 
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The Agent and the Issuer, may agree, without the consent of the Noteholders to: 

(a) any modification (except such modifications in respect of which an increased quorum is required as 

mentioned above) of the Notes or Set of Agency Procedures which is not prejudicial to the interests 

of the Noteholders; or 

(b) any modification of the Notes or the Set of Agency Procedures which is of a formal, minor or 

technical nature or is made to correct a manifest error or to comply with mandatory provisions of the 

law. 

Any such modification shall be binding on the Noteholders and any such modification shall be notified to the 

Noteholders in accordance with Condition 11 as soon as practicable thereafter. 

13. FURTHER ISSUES 

The Issuer shall (after obtaining the consent of the competent banking prudential supervisory authority 

whenever it is required in the case of Subordinated Notes) be at liberty from time to time without the consent 

of the Noteholders to create and issue further notes having terms and conditions the same as the Notes or the 

same in all respects save for the amount and date of the first payment of interest thereon and so that the same 

shall be consolidated and form a single Series with the outstanding Notes. 

14. GOVERNING LAW AND SUBMISSION TO JURISDICTION 

(a) Governing law 

The Notes and any non-contractual obligations in connection therewith shall be construed in accordance with 

Portuguese law. 

(b) Submission to jurisdiction 

The Issuer agrees, for the exclusive benefit of the Noteholders that the courts of Portugal are to have 

jurisdiction to settle any disputes which may arise out of or in connection with the Notes, including any non-

contractual obligations arising from it, and that accordingly any suit, action or proceedings (together referred 

to as “Proceedings”) arising out of or in connection with the Notes may be brought in such courts. 

The Issuer hereby irrevocably waives any objection which it may have now or hereafter to the laying of the 

venue of any such Proceedings in any such court and any claim that any such Proceedings have been brought 

in an inconvenient forum and hereby further irrevocably agrees that a judgment in any such Proceedings 

brought in the Portuguese courts shall be conclusive and binding upon it and may be enforced in the courts 

of any other jurisdiction. 

Nothing contained in this Condition shall limit any right to take Proceedings against the Issuer in any other 

court of competent jurisdiction, nor shall the taking of Proceedings in one or more jurisdictions preclude the 

taking of Proceedings in any other jurisdiction, whether concurrently or not. 

15. COMMON REPRESENTATIVE 

The holders of the Notes shall at all times be entitled to appoint and dismiss a Common Representative by 

means of an Extraordinary Resolution. Upon the appointment of a new Common Representative by the 

holders of the Notes pursuant to this Condition, any previously appointed and dismissed Common 

Representative will immediately cease its engagement and will be under the obligation immediately to 

transfer to the new Common Representative appointed by the holders of the Notes all documents and 

information then held by such Common Representative pertaining to the Notes. 

As used herein, “Common Representative” means a law firm, an accountant’s firm, a financial intermediary, 

an entity authorised to perform investor presentation services in any EU Member State or an individual 
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person with full legal capacity (which is not a holder of Notes), which may be appointed by the holders of 

Notes under Article 358 of the Portuguese Companies Code. 
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DESCRIPTION OF THE ISSUER 

 

BUSINESS OF BANCO POPULAR PORTUGAL, S.A. 

Introduction 

The Issuer is a limited liability company (sociedade anónima) and was founded on 2 July 1991, following 

the authorization given by Decree order No. 155/91, of 26 April, issued by the Ministry for Finances, and is 

duly incorporated under the laws of Portugal as a credit institution whose activities are governed, inter alia, 

by the Credit Institutions General Regime, the Portuguese Securities Code and the Portuguese Companies 

Code (Decree-law 262/86, of 2 September, as amended from time to time). The Bank is registered with the 

Commercial Registry Office under its taxpayer number 502607084, with a share capital of 476,000,000 

euros. The Head Office is located in Lisbon, Portugal, at 51 Rua Ramalho Ortigão, 1099-090 Lisbon – 

Portugal (with telephone number +351 21 007 10 00). The Bank adopted its current name in September 2005 

and uses “Banco Popular” as commercial name, having changed it from its previous name “BNC - Banco 

Nacional de Crédito, SA.”. The Bank is a member of the Deposit Guarantee Fund. 

Integrated in a financial group owned by BPE the Bank undertakes general banking operations and other 

financial operations, such as investment funds, real estate and insurance business. The Bank has a nationwide 

branch network and it also operates through its electronic channels. 

The statement in this section relating to the Issuer’s market positions is based on calculations made by the 

Issuer using data it has produced and/or data obtained from other entities and which is contained in or 

referred to in the Annual Report of the Issuer for 2013 and 2014 and the 2015 First Half Interim Report and 

Accounts (all available at www.bancopopular.pt and www.cmvm.pt). 

Information from third parties  

Where information has been sourced from a third party the Issuer confirms that, as far as the Issuer is aware, 

it has accurately reproduced such information. The Issuer accepts responsibility to the extent that no facts 

have been omitted which would render the reproduced information inaccurate or misleading.  

The Issuer calculates its market share data using official sources of information namely the Central Bank or 

otherwise (as applicable). Where no official sources exist, the Issuer relies on its own estimates.  

History 

As a result of the legal framework that formerly regulated the Portuguese banking system and the limitations 

that existed at the time regarding the authorization to found new banking institutions, BNC – Banco 

Nacional de Crédito Imobiliário, S.A., was founded in July 1991 as an investment bank
2 
targeted at financing 

the construction, acquisition and improvement, conservation or renovation works performed on housing and 

service properties, including their intrinsic infrastructures, as well as the acquisition of land for those same 

ends. 

The approval of the Credit Institutions General Regime on 31 December 1992, which established the 

universal banking model, and the subsequent change in the Bank’s statutes – that were adapted to the new 

legal framework – have allowed BNC to widen the scope of its activity into that of a universal bank, which 

has had evident reflexes on the growth obtained year after year. 

                                                      

2 At the time the Bank was founded, the law in force only allowed for the creation of two types of banks, commercial and investment 

banks. The activity of investment banks was more focused on granting medium and long term loans and commercial banks focused 

on short-term loans. 

http://www.bancopopular.pt/
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The foundation of BNC Gerfundos, Sociedade Gestora de Fundos de Investimento Mobiliário, S.A., in 1992, 

of BNC Predifundos, Sociedade Gestora de Fundos de Investimento Imobiliário, S.A., in 1993 – these two 

now merged into a single society named Popular Gestão de Activos, Sociedade Gestora de Fundos de 

Investimento – and of BNC Corretora, in 1998 – now extinct since the brokerage business has been 

integrated in the Bank – have allowed for the expansion of the activity of the Bank to investment fund 

management and brokerage with the aim of increasing the range of financial products and services it has to 

offer. 

The creation of Eurovida BNC – CGU, SA, in 1999 – in a partnership with CGNU (Aviva) – has allowed for 

the development of the bancassurance activity with the sale of life insurance products through the Bank’s 

distribution network. This company has been wholly-owned by the BPE Group since 2005. Recently Popular 

Seguros was created for the placement of non-life insurance. 

In 2003, BPE acquired 100 per cent. of the share capital of the Bank through the following transactions: i) 

acquisition of 75,1 per cent. of the outstanding shares to Topbreach Holding BV in June, and ii) the 

acquisition of the remaining shares through a public offer in July. 

In a General Meeting held on 29 December 2008, it was decided to increase the share capital of the Issuer to 

an amount of 376 million euros. This capital increase, on the amount of 200 million euros, was entirely 

subscribed and paid in by BPE on 31 December 2008. 

In 2011, the Issuer did a capital increase of 75 million euros, through the issuance of 75,000 thousand new 

shares with the nominal value of 1 euro each which was entirely subscribed by BPE. Consequently, as at 31 

December 2011, the Bank’s share capital was represented by 451,000 thousand shares with the nominal 

value of 1 euro each.  

On 30 December 2011, PopularGest – Gestão de Imóveis, Sociedade Unipessoal, Lda. was merged into the 

Issuer which fully owned that instrumental company, and as result the Bank is no longer required to present 

consolidated financial statements. 

As at 31 December 2012, following the decision made by the General Meeting of 20 of December 2012, the 

Issuer made a new capital increase from 451 million euros to 476 million euros, corresponded to the issuance 

of 25 000 thousand new shares with the nominal value of 1 euro each and was entirely subscribed by BPE. 

In 2012, BPE completed a process of recapitalisation and balance sheet strengthening by means of a capital 

increase without precedent in the history of BPE, for a total of 2.5 billion euros, enabling it to book 

provisions to cover any adverse economic scenario for 2013 and 2014 and also avoiding any kind of State 

aid. Thanks to this capital increase and efficient capital management, the BPE Group’s solvency was 

strengthened even despite having booked massive writedowns. 

Balance sheet and activity 

At the end of 2014, the Bank reported total equity of 703 million euros, a network of 173 branches and a 

team of 1,299 staff. Net assets amounted to 8,406 million euros. In 2014, the Bank posted net profit of 2.3 

million euros, which generated a return on equity of 0.32 per cent. 

In 2014, the Bank’s credit volume surged to 5,775 million euros, corresponding to an increase of 4.8 per 

cent. when compared with the previous year. Customer funds stood at 4,115 million euros, evidencing a 

decrease of 2.4 per cent. Total on-balance and off-balance sheet customer funds increased 0.5 per cent. 

compared with the end of 2013, reaching 5,100 million euros. 

Regarding the private customer segment, there was a net increase of around 23 thousand new customers, 

raised mostly via corporate customers. There was also a strong investment in this segment as regards 
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transactions and customer loyalty. Throughout the year, several customer loyalty programs were 

implemented, and particular attention was given to Personal Banking and Private Banking. 

In the corporate segment, there was an increase by around 5.5 thousand new customers, with significant 

growth in the number of companies receiving loans and an average increase in terms of loyalty of new 

customers. There was an increase by 7 per cent. in the volume of lending to companies and simultaneously 

an improvement in terms of credit quality. The action plan for corporate customers continued to position the 

Bank as an important player in this segment, strongly supported by agreements that have granted visibility to 

the Bank and the availability of segmented, tailored offers. 

Off-balance sheet funds increased by 15.0 per cent. in comparison with the end of 2013, amounting to 985 

million euros. The positive performance of this item was mostly due to the growth of insurance products by 

around 129 million euros, or 30.1 per cent., and portfolio management by 37 million euros, i.e. 54.9 per 

cent.. However total assets under management droped by 6.8 per cent. in 2014. 

The Bank has continued to support SME in terms of investment and internationalisation as an important 

player in SME Growth Lines in 2014. Banco Popular obtained a market share that is higher than its natural 

lending share in the Portuguese banking system, standing at No.8 regarding the number of contracted 

transactions and volume. Regarding the totality of SME Investment Lines/FINOVA, Banco Popular had a 

total of 8,209 contracted operations as at 31 December 2014, which correspond to 568 million euros of credit 

granted. In terms of Equipment Leasing, the Bank earned the 6th place in the Credit Institutions ranking in 

terms of market production, with a 6.8 per cent. share and 79 million euros contracted. 

The Issuer ended 2014 with net income of 2.3 million euros, after the net loss it had posted for the previous 

year in the amount of 31.7 million euros. This result was achieved by the combined effect of increased net 

interest income and cost control, and a better performance of provisions. Loan provisions decreased year-on-

year by 37 million euros, while impairment and other net provisions decreased by around 19 million euros. 

This combined effect allowed the Bank to return to profits in 2014 after the 3.1 million euro tax burden. 

In the first half of 2015, net interest income amounted to 60.4 million euros, 1,657 thousand euros less, i.e. a 

2.7 per cent. decrease, when compared with the same period in 2014. This result was derived from a drop by 

over 20 per cent. in interest and similar income and a decrease by over 35 per cent. in interest and similar 

charges.  

The burden of personnel costs in total administrative expenses amounted to 55 per cent., which compares 

with the 51 per cent. seen at the end of the first half of 2014. In the first half of 2015, operating income 

amounted to over 75.6 million euros, i.e., 41.2 million euros higher than figures for the same period last year. 

Net income for the first half of 2015 amounted to around 32 million euros, which compares with 1.2 million 

euros in the first half of 2014. For this result the item other operating income contributed with around 45 

million euros resulting from the sale of the business unit in charge of property asset management and credit 

exposures of customers associated with real estate; operating cost control, whose reduction amounted to 

around 2 million euros; and a better performance of credit provisions, which dropped by around 36 million 

euros to 27 million euros. 
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The following table presents a summary of the key financial figures (in millions of euros): 
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Subsequent Events 

On 22 July 2015, the Issuer sold the debt and real estate management business unit to a newly incorporated 

company, Recbus - Recovery to Business S.A., through which the mentioned business is going to be carried 

out, with a share capital held by BPE (20 per cent.) and Quarteira, S.a.R.L. (80 per cent.), a company owned 

by investment funds under the management of CarVal Investors GB LLP.  

The sale includes the transfer by the Issuer to Recbus - Recovery to Business, S.A. of all resources required 

to independently manage the debt and real estate management business.  

This transaction has the following objectives: 

- optimize the management of its debt and real estate business through the generation of a basis for 

managing the third-party business and providing the critical mass necessary for achieving profitability; 

- increase professionalism in the management with the help of specialized managers with proven 

expertise and technical capacity; 

- split the management of this business from the core banking business, focusing the Bank’s resources 

on its traditional business management model for SMEs and individuals; 

Recbus - Recovery to Business S.A. will mainly manage inventory of foreclosed real estate assets, loans to 

property developers, individuals and SMEs past due and 100 per cent. of the future flow of the assets 

described above.  

The price of the transaction received in cash amounted to 51.12 million euros, generating a capital gain for 

the Issuer of 48.66 million euros. Assets worth 256 thousand euros and personnel serving in the business unit 

were transferred to Recbus - Recovery to Business S.A. 

Trends 

The end of the financial assistance programme and the return to positive GDP growth in 2014 are 

encouraging signs for the development of the Portuguese economy. This was the result of the acceleration in 

domestic demand, in line with the rising confidence of economic agents and the maintenance of substantial 

export growth. However, there are still some risks and uncertainties tied with the socio-economic condition 

that remains frail and an uncertain political scenario. 

The ECB has maintained an accommodative monetary policy by keeping the reference interest rate at low 

levels for a long period of time and enforcing a policy on refinancing lines for banks, Additionally, a direct 

debt securities purchasing programme was implemented while the Bank continued strengthening the 

construction of the Banking Union in the sense of maintaining financial stability and trust in the euro and the 

economies that comprise it.  

Recent regulatory changes and additional developments expected for the near future are a major challenge 

for the banking sector on the short term. 

Solvency and Shareholders’ Equity 

The following table presents the composition of the Bank’s regulatory capital and the ratios as at 31
st
 

December of 2014 and 31 December 2013. 
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As at 30 June 2015, Core Tier 1 ratio calculated pursuant to CRD IV/CRR rules stood at 12.0 per cent. 

(2014: 12.4 per cent.), which was above the minimum regulatory amount of 7 per cent.. 

 

Current Activities 

The Bank operates as a universal bank, offering a wide range of banking and financial products and services 

– such as factoring, renting, leasing, cards (debit and credit), insurance (life and non-life), pension funds, real 

estate, investment funds and securities, investment funds management, investment management and private 

banking – from its 173 branches throughout Portugal, as well as its remote channels, aiming to satisfy the 

financial needs of all its customers. 

The Bank is in top ten largest Portuguese banking institutions in terms of total assets, and in terms of total 

equity (Source: Bank of Portugal). The Bank’s main business is banking intermediation through deposit-

taking, mainly from individuals and companies, and the provision of loans and credit facilities with a special 

focus on Small and Medium Enterprises (SME) and individuals. 

The activity of the Bank is still developed with the support of several Portuguese financial companies that 

now belong to Grupo Banco Popular, namely Popular Factoring, Popular Gestão de Ativos, Eurovida and 

Popular Seguros, allowing its customers to access a full range of banking products and services, namely 

factoring, asset management and life and non-life insurance products. 

During the first half of the year, the Issuer has managed to attract 15 thousand new customers, of which 

11,213 are private individuals and 3,749 are companies. In what concerns corporate lending, the Bank 

supported the internationalisation of Portuguese companies through a wide range of products and services. 

The dynamism in terms of credit placement through “Linhas PME Crescimento” targeted at SMEs deserves 

a special emphasis and the increased market share in terms of Leasing is also important. 

31-12-2014 31-12-2013*

Own funds

Common Equity Tier I (CET1)  694 815  690 837

Basic ow n funds (Tier1)  694 815  667 396

Eligible ow n funds (Total)  729 007  667 688

Risk weighted assets (RWA) 6 033 304 6 037 085

Solvency ratios

CET1 11,5% 11,4%

TIER 1 11,5% 11,1%

Total 12,1% 11,1%

* 2013 figures  accordingly with Instruction nr. 23/2007 of Banco de Portugal .
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The communication strategy has accompanied and reflected the strategic positioning of the Bank, which was 

made clear in a multimedia communication campaign launched in the first half of the year. 

This communication strategy has accompanied and reflected the strategic positioning of the Issuer, 

conjugating several multimedia communication actions. Besides the above-mentioned institutional 

advertising campaign for which the TV was the preferred communication medium since it is the most 

appropriate vehicle for the creation of a baseline of awareness, radio and the Internet also played an 

important role in the exposure of the brand Banco Popular in the first half of 2015 through an institutional 

campaign and several product campaigns: Home Loans, Thematic Time Deposits, Real Estate, and Corporate 

Offers. 

Maintaining a multichannel strategy, and aiming at strengthening the message that the Issuer is always 

available for its customers via the means that are most convenient to them, whenever they want and 

wherever they are, a new app and a new site were launched, both with new images and added functionalities. 

Additionally, a new service was made available to customers, which consists on receiving warnings via text 

messages, with gains in terms of safety and information when carrying out daily transactions. 

Within the scope of partnerships, and continuing the strategy initiated in 2014, special emphasis was given to 

the sale of Médis health insurance called Popular Saúde by Médis, as well as Cofidis Personal Loan in order 

to strengthen the Bank's offer and thus meet the needs of its customers. 

Financial Information Summary 

Set out below is a summary of both the audited income statements, statement of comprehensive income, 

balance sheets and cash flow statement (showing net figures) of the Issuer for the years ended 31 December 

2014 and 31 December 2013 and the unaudited income statements, balance sheets, cash flow statement, 

statement of changes in equity and statements of comprehensive income of the Issuer for the period ended 30 

June 2015 and 30 June 2014. This financial information was prepared in accordance with the Adjusted 

Accounting Standards (‘Normas de Contabilidade Ajustadas’ - NCA) as defined by Notice No. 1/2005, of 21 

February, and defined in Instructions Nos. 9/2005 and 23/2004 issued by the Bank of Portugal and pursuant 

to paragraph 2(d) of the Bank of Portugal Instruction no. 18/2005 and CMVM Regulation no. 11/2005. 
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Issuer Financial Information Summary for the years ended 31 December 2013 and 31 December 2014 
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Audited Individual Cash Flow Statements for the years ended 31 December 2014 and 2013 (AAS)

(€ thousand)

31-12-2014 31-12-2013

Cash flow from operating activities

Interest, fees and other income received  269 703  304 097

Interest, fees and other expenses paid - 119 583 - 136 803

Recovery of outstanding loans and interest  2 981  1 337

Cash paid to suppliers and employees - 106 337 - 95 787

Contributions to the pension fund - 22 050 -  647

Sub-total  24 714  72 197

Changes in operating assets and liabilities

Deposits from central banks - 80 781  117 729

Financial assets held for trading and available for sale  31 394 - 21 024

Loans and advances to banks  3 229  140 773

Deposits from banks - 248 913  194 732

Loans and advances to customers - 346 275  358 014

Deposits from customers - 91 231  311 562

Risk management derivatives  15 424 - 48 846

Other operating assets and liabilities - 70 920 - 156 881

Net cash flow from operating activities before

 income taxes - 763 359  968 256

Income tax -  127 - 1 248

Net cash flow from operating activities - 763 486  967 008

Investment funds

Dividends received   60   49

Purchase of available-for-sale f inancial assets - 738 253 -2 980 422

Sale of available-for-sale f inancial assets  696 096 2 975 761

Held-to-maturity investments   0  301 019

Sale of non-current tangible assets held for sale  204 126  172 561

Purchase and sale of assets  3 610 -  189

Net cash flow from investing activities  165 639  468 779

Cash flow from financing activities

Issue of ow n equity instruments  298 622  122 946

Redemption of ow n equity instruments - 864 601 - 300 192

Net cash flow from financing activities - 565 979 - 177 246

Net changes in cash and cash equivalents

Cash and cash equivalents at the beginning of the period 1 487 896  227 772

Effect of exchange rate f luctuations on cash and cash equivalents  1 346  1 583

Net changes in cash and cash equivalents -1 163 826 1 258 541

Cash and cash equivalents at year end  325 416 1 487 896
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(€ thousand)

Share Capital
Share 

premium

Fair value 

reserves

Other 

reserves and 

retained 

earnings

Net income Total

Balance as at 1 January 2013  476 000  10 109 - 110 807  273 896  2 692  651 890 

Transferred to reserves  2 692 - 2 692   0 

Actuarial gains and losses   0 

Others -56   56   0 

Comprehensive income for the period   56 720 - 11 002 - 31 720  13 998 

Balance as at 31 December 2013  476 000  10 109 - 54 143  265 642 - 31 720  665 888

Transferred to reserves - 31 720  31 720   0 

Actuarial gains and losses   0 

Others -  1 595  1 595   0 

Comprehensive income for the period   53 453 - 18 419  2 283  37 317 

Balance as at 31 December 2014  476 000  10 109 - 2 285  217 098  2 283  703 205

Audited Individual Statement of Changes in Equity (AAS)
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Material adjustments that derive from changes in accounting policies and the reconciliation between the 

balance sheet, the income statement and the statement of changes in equity in conformity with AAS for the 

ones resulting from the application of IFRS are presented in the following tables and on note 48.2 of the 

Issuer’s financial accounts for the year ended 31 December 2014: 

 

Reconciliation of the Balance Sheet as at 31 December 2014 and 2013

(€ thousand)

AAS IFRS AAS IFRS

Net amount Adjust. Amount Net Net amount Adjust. Amount Net

Assets

Cash and balances w ith central banks   134 283   134 283   54 114   54 114 

Deposits w ith banks   80 219   80 219   174 427   174 427 

Financial assets held for trading   78 280   78 280   73 843   73 843 

Other financial assets at fair v alue through profit or loss   -    -    24 983   24 983 

Av ailable-for-sale financial assets  1 879 094  1 879 094  1 704 136  1 704 136 

Loans and adv ances to banks   197 962   197 962  1 268 822  1 268 822 

Loans and adv ances to customers  5 458 783 -  36 657  5 422 126  5 249 456 -  45 699  5 203 757 

Hedging deriv ativ es   -    -     103    103 

Non-current assets held for sale   20 747   20 747   20 747   20 747 

Other tangible assets   70 631   9 791   80 422   82 381   9 791   92 172 

Intangible assets    71    71    172    172 

Current income tax  assets   3 566   3 566   3 566   3 566 

Deferred income tax  assets   75 226 -  2 966   72 260   72 175 -   951   71 224 

Other tangible assets   406 986   406 986   493 248   493 248 

Total assets  8 405 848 -  29 832  8 376 016  9 222 173 -  36 859  9 185 314 

Liabilities

Deposits from central banks   900 003   900 003  1 306 839  1 306 839 

Financial liabilities held for trading   43 845   43 845   29 629   29 629 

Deposits from banks  2 065 409  2 065 409  1 919 736  1 919 736 

Deposits from customers  4 114 903  4 114 903  4 216 578  4 216 578 

Debt securities issued   317 251   317 251   865 255   865 255 

Hedging deriv ativ es   142 258   142 258   101 883   101 883 

Prov isions   52 575 -  49 842   2 733   51 054 -  49 252   1 802 

Current income tax  liabilities   1 817   1 817    0    0 

Deferred income tax  liabilities   25 793   2 203   27 996   4 060   2 399   6 459 

Other liabilities   38 789   38 789   61 251   61 251 

Total Liabilities  7 702 643 -  47 639  7 655 004  8 556 285 -  46 853  8 509 432 

Shareholders' equity

Shareholders' equity   476 000   476 000   476 000   476 000 

Share premium   10 109   10 109   10 109   10 109 

Fair v alue reserv es -  2 285   6 892   4 607 -  54 143   5 101 -  49 042 

Other reserv es and retained earnings   217 098   3 450   220 548   265 642   5 249   270 891 

Income for the y ear   2 283   7 465   9 748 -  31 720 -   356 -  32 076 

Total Equity   703 205   17 807   721 012   665 888   9 994   675 882 

Total Liabilities + Equity  8 405 848 -  29 832  8 376 016  9 222 173 -  36 859  9 185 314 

31-12-2014 31-12-2013
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Reconciliation of the Income Statement as at 31 December 2014 and 2013

(€ thousand)

AAS Adjust. IFRS AAS Adjust. IFRS

Interest and similar income  256 131  256 131  303 812  303 812 

Interest and similar charges  131 408  131 408  182 564  182 564 

Net interest income  124 723   0  124 723  121 248   0  121 248 

Return on equity  instruments   60   60   49   49 

Fees and commissions receiv ed  64 007  64 007  60 657  60 657 

Fees and commission paid  8 330  8 330  8 574  8 574 

Net gains from financial assets at fair v alue   0 

through profit or loss - 3 482 - 3 482 - 2 686 - 2 686 

Net gains from av ailable-for-sale financial assets  9 549  9 549  11 389  11 389 

Net gains from foreign ex change differences  1 334  1 334  1 288  1 288 

Income from the sale of other assets - 8 329 - 8 329 - 5 241 - 5 241 

Other operating income - 7 243 - 7 243 - 6 415 - 6 415 

Banking income  172 289   0  172 289  171 715   0  171 715 

Personnel ex penses  58 175  58 175  56 309  56 309 

General administrativ e ex penses  50 696  50 696  51 473  51 473 

Depreciation and amortization  3 848  3 848  5 023  5 023 

Prov isions net of rev ersals  1 521 -  590   931  8 563 - 9 880 - 1 317 

Adjustments to loans and adv ances to customers

(net of rev ersals)  59 433 - 9 042  50 391  89 390  10 352  99 742 

Impairment of other assets net of rev ersals - 6 828 - 6 828  12 481  12 481 

Income before tax  5 444  9 632  15 076 - 51 524 -  472 - 51 996 

Income tax  3 161  2 167  5 328 - 19 804 -  116 - 19 920 

Current tax  1 944  1 944 -  957 -  957 

Deferred tax  1 217  2 167  3 384 - 18 847 -  116 - 18 963 

Net income for the period  2 283  7 465  9 748 - 31 720 -  356 - 32 076 

31-12-2014 31-12-2013
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Reconciliation of changes in equity as at 31 December 2014 and 2013

(€ thousand)

Share 

Capital

Share 

premium

Fair value 

reserves

Other 

reserves 

and 

retained 

earnings

Net 

income
Total

Balances as at 31/12/2014 - AAS  476 000  10 109 - 2 285  217 098  2 283  703 205 

Credit impairment

 -  Adjustments - regulatory  prov isions  3 553  9 632  13 185 

 - Deferred tax -  799 - 2 167 - 2 966 

Valuation of ow n property

 - Fair v alue  9 095   696  9 791 

 - Deferred tax - 2 203 - 2 203 

Balances as at 31/12/2014 - IFRS  476 000  10 109  4 607  220 548  9 748  721 012

Share 

Capital

Share 

premium

Fair value 

reserves

Other 

reserves 

and 

retained 

earnings

Net 

income
Total

Balances as at 31/12/2013 - AAS  476 000  10 109 - 54 143  265 642 - 31 720  665 888 

Credit impairment

 -  Adjustments - regulatory  prov isions  4 025 -  472  3 553 

 - Deferred tax - 1 067   116 -  951 

Valuation of ow n property

 - Fair v alue  7 500  2 291  9 791 

 - Deferred tax - 2 399 - 2 399 

Balances as at 31/12/2013 - IFRS  476 000  10 109 - 49 042  270 891 - 32 076  675 882
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Issuer’s Financial Information Summary for the first half of 2015 

 



 

106 

 

Non-audited Statement of Comprehensive Income - 1st half of 2015 (AAS)

(€ thousand)

30-06-2015 30-06-2014

Net income  31 995  1 202

Other Comprehensive income

Items not reclassif ied as income

Retirement pensions

Recognition of actuarial gains and losses - 11 051 -  30

- 11 051 -  30

Items reclassif ied as income

Available-for-sale f inancial assets

Revaluation of available-for-sale f inancial assets - 4 722  60 602

Tax burden  1 051 - 14 918

- 3 671  45 684

Income not recognised in the income statement - 14 722  45 654

Individual comprehensive income  17 273  46 856
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Non-audited Individual Cash Flow Statements for the period ended 30 June 2015 and 2014 (AAS)

(€ thousand)

30-06-2015 30-06-2014

Cash flow from operating activities

Interest, fees and other income received  112 539  140 585

Interest, fees and other expenses paid - 41 529 - 56 059

Recovery of outstanding loans and interest  1 789  2 185

Cash paid to suppliers and employees - 51 231 - 55 627

Contributions to the pension fund - 1 019 - 1 524

Sub-total  20 549  29 560

Changes in operating assets and liabilities

Deposits from central banks  52 576 - 6 580

Financial assets held for trading and available for sale   647 -  35

Loans and advances to banks - 4 982 -1 070 137

Deposits from banks  23 993  412 446

Loans and advances to customers - 176 005 - 177 718

Deposits from customers  69 258 - 217 204

Risk management derivatives - 48 536  6 128

Other operating assets and liabilities  38 553 - 41 813

Net cash flow from operating activities before

 income taxes - 23 947 -1 065 353

Income tax  2 357 -  59

Net cash flow from operating activities - 21 590 -1 065 412

Investment funds

Aquisição de investimentos em subsidiárias e associadas   -    -  

Alienação de investimentos em subsidiárias e associadas   -    -  

Dividends received   63   58

Purchase of available-for-sale f inancial assets - 6 212 - 714 254

Sale of available-for-sale f inancial assets  117 173  646 722

Sale of non-current tangible assets held for sale  9 493  101 054

Purchase and sale of assets -  841 -  351

Net cash flow from investing activities  119 676  33 229

Cash flow from financing activities

Issue of ow n equity instruments  225 000  8 622

Redemption of ow n equity instruments - 488 960 - 173 158

Net cash flow from financing activities - 263 960 - 164 536

Net changes in cash and cash equivalents

Cash and cash equivalents at the beginning of the period  325 415 1 487 896

Effect of exchange rate f luctuations on cash and cash equivalents - 1 080   659

Net changes in cash and cash equivalents - 165 874 -1 196 719

Cash and cash equivalents at year end  158 461  291 836
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(€ thousand)

Share Capital
Share 

premium

Fair value 

reserves

Other 

reserves and 

retained 

earnings

Net income Total

Balance as at 1 January 2014  476 000  10 109 - 54 143  265 642 - 31 720  665 888 

Transferred to reserves - 31 720  31 720   0 

Actuarial gains and losses   0 

Others -1595  1 595   0 

Comprehensive income for the period   53 453 - 18 419  2 283  37 317 

Balance as at 31 December 2014  476 000  10 109 - 2 285  217 098  2 283  703 205

Transferred to reserves  2 283 - 2 283   0 

Actuarial gains and losses   0 

Others -  23 528  23 528   0 

Comprehensive income for the period -  3 671 - 11 051  31 995  17 273 

Balance as at 30 June 2015  476 000  10 109 - 29 484  231 858  31 995  720 478

Non-audited Individual Statement of Changes in Equity (AAS)
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Material adjustments that derive from changes in accounting policies and the reconciliation between the 

balance sheet, the income statement and the statement of changes in equity in conformity with AAS for the 

ones resulting from the application of IFRS are presented in the following tables and on note 48.2 of the 

Issuer’s financial accounts for the period ended 30 June 2015: 
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Overview of the Financial Performance of the Portuguese Economy 

Gross Domestic Product increased by 0.9 per cent. in 2014, thus recovering from a 1.4 per cent. drop in the 

previous year. This evolution was supported by the solid performance of domestic demand, reflecting a good 

recovery in private consumption and a slight recovery in investment. On the other hand, net foreign demand 

contributed negatively due to stronger growth in imports of goods and services vis-à-vis exports. 

Over the year, the unemployment rate was down by 2.3 p.p. when compared with 2013 and stood at 13.9 per 

cent., which reflected a 1.6 per cent. increase in terms of employment. According to OECD forecasts, the 

unemployment rate is expected to decrease in Portugal to 12.8 per cent. in 2015 and 12.4 per cent. in 2016. 

The Portuguese economy is expected to continue recovering moderately in the 2015-2016 period, backed by 

the correction of the macroeconomic imbalances that had been accumulated over the past few years. This 

recovery is based on export and investment growth, although domestic demand will most probably remain 

conditioned by the high level of indebtedness in the private sector and by the budgetary consolidation 

process. 

Business strategy 

Banco Popular has maintained its strategy of being a leading Bank for companies while still meeting the 

needs of families with a customer-centred approach, prepared for their everyday needs. 

Underlying the plan for 2014 was the articulation and maximization of synergies between companies and 

private individuals. In order to do so, some joint actions were taken to promote cross-business between 

managers of private costumers and managers of companies, viewing companies as an important channel to 

attract private customers through protocols targeted at specific sectors of activity. 

Total Assets 

As at 31 December 2014, the Issuer’s net assets amounted to 8,406 million euros, 816 million euros less 

than in the same period last year, which corresponds to a decrease by around 8.9 per cent.. 

The Bank also manages other customer funds applied in investment, savings and retirement instruments, 

which amounted to 985 million euros at year end, representing a 15 per cent. increase when compared with 

2013.  

Total assets under management 

(million euros) 
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Therefore, total assets managed by the Bank amounted to 9,391 million euros at the end of 2014, which 

represents a 6.8 per cent. drop when compared with the previous year. 

Customer Funds 

At the end of 2013, the total amount of on- and off-balance sheet customer funds amounted to 5,100 million 

euros, 0.5 per cent. more when compared with the previous year. 

On-balance sheet funds, comprised mostly of customer deposits, reached a total of 4,115 million euros, 

which corresponds to a decrease by 2.4 per cent, when compared with the previous year.  

Demand accounts significantly increased by 163 million euros, or 21.9 per cent., from 743.9 million euros to 

906.9 million euros. Conversely, time deposits decreased by approximately 245.2 million euros, representing 

a 7.2 per cent. drop. 

Customer Funds 
(millions euros) 

 

  

Off-balance sheet funds – which include investment fund applications, retirement plans, funds raised through 

investment insurance products, and assets managed through private banking – increased by 15 per cent., 

rising from 856.5 million euros in 2013 to 985.3 million euros at the end of 2014. The positive performance 

of this item was mostly due to the growth of investment insurance products by around 129 million euros, or 
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30.1 per cent., and portfolio management by 37 million euros, i.e. 54.9 per cent., as can be seen in the 

previous table. 

Credit Operations 

Loans and advances to customers amounted to more than 5,775 million euros at the end of 2014, 

representing 68.7 per cent. of total assets, or 64.9 per cent. if provisions for past-due loans are deducted. 

Loans and advances to corporate customers and the public sector totalled around 3,182 million euros 

(excluding other securitized loans and overdue loans), which corresponds to 62.6 per cent. of total lending 

operations. 

Lending Transactions 

 

The increase in the amount of loans and advances to customers was due to an increase of around 86 million 

euros, or 32.1 per cent. , in other securitized loans and a rise by around 122 million euros, or 2.5 per cent., in 

terms of loans granted, mostly to public bodies (74 per cent.) and the remaining 26 per cent. to private 

customers. Loans granted to companies and public bodies increased by over 89.8 million euros, or 2.9 per 

cent., representing 55.1 per cent. of total gross lending. Loans to private customers represented 32.9 per cent. 

of total gross lending, reflecting an upsurge of 1.7 per cent., i.e., a 32 million euro increase. This increase of 

loans to customers was mostly supported by the 2.9 per cent. or around 42.7 million euro increase in 

residential mortgage loans. 

The amount of past-due loans and interest at the end of 2014 totalled over 329 million euros, which 

represents an increase by 20.8 per cent. when compared with the previous year. This type of loans 

represented 5.70 per cent. of total lending. Taking into consideration only loans that have been non-

performing for more than 90 days this indicator stands at 5.44 per cent.. 

Total non-performing loans amounted to 447.3 million euros at the end of 2014, which represents 7.8 per 

cent. of total lending operations. 
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Past-due Loans and Non-performing Loans 

 

At the end of 2014, provisions for credit risks amounted to 366 million euros, ensuring a hedging ratio of 

111.1 per cent.. 

Credit Evolution  
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Income Statement and Profit Indicators 

As detailed below, the Bank’s Income Statement for the last two years was the following: 

Individual Income Statement 

 

In 2014, net interest income amounted to 124.7 million euros, 3,475 thousand euros higher, i.e., 2.9 per cent., 

when compared with 2013. This amount was largely due to the reduction in interest and similar charges 

(total assets) by 28 per cent. (-51.1 million euros). Around the middle of 2014, the Bank adopted a 

commercial policy of reducing its liabilities, which resulted, as far as time deposits are concerned, in saving 

34 million euros in interest paid (around 27 million less due to price and 7 million less due to volume). 

Regarding interest and similar income (total investments), there was also a decrease by 15.7 per cent. (-47.7 

million euros), resulting from the volume effect in terms of lending (-5.6 million euros) via de decrease in 

the average volume of loans granted throughout the year and the interest rate effect (-19.7 million euros) via 

the reduction of the average rate of loans granted. Additionally, we would like to highlight the negative 

contribution to net interest income of the financial assets portfolio (-24.4 million euros) due, on the one hand, 

to a portfolio reduction by over 109 million euros, with negative impact on net interest income of 3.6 million 

euros, and, on the other, to decreasing levels of profitability, which also had a negative impact of around 

20.9 million euros.  

The combination of these two components of net interest income has confirmed the adequate management of 

interest rates even in an adverse scenario. 
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Changes in net interest income: causal analysis 2014/2013 

 

Regarding average balances and rates, and according to the following table, average assets in 2014 were 

supported by customer funds (50 per cent.) and deposits from banks (40 per cent.). Loans and advances to 

customers is still their main component, representing around 60 per cent. of total average assets. 

Evolution of equity and average annual rates. Margins  

 

On the following images we can see the downward turn in the average rate of loans and customer funds in 

2014. In that same period, customer spread, which results from the difference between the average rate of 

loans and advances to customers and the average rate of deposits from customers remained almost 

unchanged at 1.33 per cent.. 
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                         Customer Spread    Net interest income 

 

The average assets of the Bank were backed by customer funds (49.6 per cent.) and by deposits from banks 

(39.9 per cent.), mostly deposits from the BPE Group, from which loans and advances to customers is still its 

main component, representing 60 per cent. of the total. Taking into consideration the evolution of average 

annual interest rates of deposits with banks, we would like to highlight that average assets, which amounted 

to 9,389 million euros, posted an overall profitability of 2.73 per cent, 62 basis points less than in the 

previous year. 

Additionally, the average cost of assets tied with the financing of assets fell by 61 basis points to 1.40 per 

cent.. This evolution has permitted to maintain the annual net interest margin almost flat (-0.01 per cent.). 

This evolution of interest rates was even more visible on the Bank’s commercial activity. While loans and 

advances to customers showed a 34 basis points decrease, going from 3.87 per cent. in 2013 to 3.53 per cent. 

in 2014, the average cost of customer funds decreased by 80 basis points, from 2.78 per cent. to 1.98 per 

cent. in the same period. 

This evolution was essentially due to an effort in controlling the cost of funds from customers maintaining 

the aim of financing customer lending with these funds. 

In 2014, net fees and commissions charged to customers for the sale of products and services totalled 55.7 

million euros, rising by around 6.9 per cent. when compared with the previous year. Figures reached in 2014 

represent the highest in the past five years. 



 

119 

Net Fees and Commissions  

  

 

The main items that have contributed to changes in net fees and commissions during 2014 are detailed on the 

below table. On the positive side, we would like to highlight commissions from the sale of insurance (an 

increase of 150.8 per cent.), asset management commissions (an increase of 83 per cent.), and commissions 

from collection and payment methods (an increase of 30.5 per cent.). Commissions from lending operations 

contributed negatively (a decrease of 28.9 per cent.). 

Net Fees and Commissions 

 

Regarding the remaining items of banking product, we would like to highlight the increase by 2.6 million 

euros in terms of financial transactions and an increase by 3.1 million euros in the sale of other assets, which 

mostly corresponds to losses related with the sale of properties. 

The combined effect of these two items almost annulled the positive effect of net interest income, 

contributing negatively to a banking product of around 172.3 million euros, i.e. 574 thousand euros more, or 

0.3 per cent. vis-à-vis 2013. 

The year 2014 was another step forward into the consolidation of the measures that had been implemented in 

the previous years as regards the Bank's expense policy. In 2014, operating expenses totalled 112.7 million 
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euros, which represents a decrease by 86 thousand euros or minus 0.1 per cent. when compared with the 

previous year.  

Operating Expenses 

 

The cost-to-income ratio, which corresponds to the part of banking income consumed by operating expenses, 

remained almost unchanged (dropping from 65.7 per cent. to 65.4 per cent.). This percentage resulted from 

the stabilization of both the banking product and operating expenses. 
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Cost-to-income ratio 

 

The weight of personnel expenses in banking income stood at 33.8 per cent., which is higher than the 32.8 

per cent. seen in 2013. Operating income thus amounted to approximately 59.6 million euros, around 1.1 per 

cent. higher than in the previous year. 

Profitability 

The Issuer ended 2014 with net income of 2.3 million euros, after the net loss it had posted for the previous 

year in the amount of 31.7 million euros. This result was achieved by the combined effect of increased net 

interest income and cost control, and a better performance of provisions. Loan provisions decreased year-on-

year by 37 million euros, while impairment and other net provisions decreased by around 19 million euros. 

This combined effect allowed the Bank to return to profits in 2014 after the 3.1 million euro tax burden. 

By analysing the income statement and the balance sheet together we can assess the profitability of the 

Bank’s financial activity, comparing profits and costs and their respective margins with the investments and 

assets that originated them. The below table shows income statements for 2014 and 2013 broken down by 

their percentage of average total assets. 

In 2014, operating profitability stood at 0.63 per cent., 2 basis points lower than in the previous year.  
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Total Return on Investment 

 

 

In 2014, return on equity (ROE), defined as the ratio of annual net income to average shareholders’ equity, 

stood at 0.32 per cent., which compares with -4.72 per cent. in 2013.  

ROA and ROE 

 

Risk Management 

Risk management has been increasingly more important for the Issuer, in line with the Group's corporate 

policy, implying the direct involvement of top management in the definition of risk policies aimed at 
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guaranteeing the Bank's stability, its short, medium and long term viability, and the optimization of the risk 

versus profitability ratio. 

The Bank has a set of guidelines and policies for each risk category that mostly depend on identifying risks, 

assessing them quantitative and qualitatively, and then defining priorities in order to design action plans and 

subsequently monitor the risk from the analysis stage to the moment it is accepted by the institution. 

These guidelines are intended to be aligned with the following risk management principles defined for the 

Bank: 

- Organizational strategy influenced by its risk exposure degree; 

- Involvement of the whole organization in the risk management effort; 

- Transparent internal and external communication as far as risks is concerned. 

The aim of developing risk management processes is allowing the Bank to successfully fulfil its mission by 

carefully controlling the risks that characterize its activity. Simultaneously the Bank has tried to adapt its 

organizational structure aiming at adequately separating functions to mitigate risks. 

The Board of Directors is in charge of defining and implementing a risk management system, although many 

of the activities that are connected with this process are delegated on other organizational functions. 

Communication lines are established between business units, including internal auditing, and monthly 

reports are sent to Risk Management detailing the state of control mechanisms employed to manage risk and 

changes in terms of objectives and risks. The Risk Management Department reports to the Executive 

Committee on the monitoring process regarding the different types of risks. 

Credit risk Management 

This type of risk arises from the possible loss triggered by the breach of contractual obligations of the Bank’s 

counterparties. In the case of refundable financing it arises as a consequence of the non-recovery of 

principal, interest and commissions, regarding amount, period and other conditions stipulated in the 

contracts. Concerning off-balance sheet risks, these are triggered when the Bank’s counterparties fail to fulfil 

their obligations with third parties, which imply that the Bank has to assume as its own in view of the 

contract. 

The credit risk the Bank is exposed to results mainly from its commercial banking activity, which is its core 

business. Total lending operations amounted to around 5,775 million euros at the end of December 2014, 

with a year-on-year increase of around 4.81 per cent..  

Loans to customers are the main asset of the Bank, representing around 65 per cent. of its net assets. As at 31 

December 2014, around 69.8 per cent. of the portfolio had to do with advances and loans to corporate 

customers (mostly SME). 
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Portfolio broken down by type of counterparty 

 

Loans and advances to customers totalled around 5,918 million euros at the end of the first half of 2015, 

representing 71.9 per cent. of total assets, or 67.8 per cent. if provisions for past-due loans are deducted. 

Loans and advances to corporate customers and the public sector totalled almost 3,281 million euros 

(excluding other securitized loans and overdue loans), which corresponds to 63 per cent. of total lending 

operations. Total loans and advances to private customers representing 37 per cent. of total lending grew by 

3.1 per cent., which corresponds to over 57.8 million euros, and stood at over 1,931 million euros. 

The evolution of the default ratio, as seen below, is mostly attributable to the current macroeconomic 

scenario. In spite of the focus given by management to credit recovering, this evolution was still slightly 

negative, reaching 7.8 per cent. at the end of 2014. 

On the other hand, due to the ageing of the non-performing loans in the portfolio, there has been an increase 

of the respective average level of provisioning and, consequently of its hedging ratio. 

Evolution of non-performing loans 

 

The amount of past-due loans and interest at the end of the first half of 2015 totalled over 363.9 million 

euros, which represents an increase by 17.9 per cent. when compared with the same period last year. This 

type of loans represented 6.15 per cent. of total lending. Taking into consideration only loans that have been 

non-performing for more than 90 days this indicator stood at 5.96 per cent.. 

Total past-due loans amounted to over 483.3 million euros at the end of 2015, which represented around 8.17 

per cent. of total lending, thus showing an upward trend that was constant until the end of the first half of the 

year. 

30,7% 32,7% 30,2% 

69% 67% 70% 

2012 2013 2014

Corporate

customers

Private

customers

3,6% 
5,8% 

7,5% 7,8% 

92,9% 
68,5% 75,4% 81,8% 

2011 2012 2013 2014

Weight of non-performing loans

Non-performing loan coverage
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Concentration Risk Management 

Risk Management monitors and manages concentration risk and ensures that adequate policies and 

procedures are maintained and implemented to monitor and manage credit concentration risk. It is also in 

charge of monitoring delegated powers in terms of concentration risk and periodically presents reports on 

concentration risk to the Board of Directors. 

The Bank defined a structure of limits aimed at maintaining an exposure level in line with its risk profile and 

an adequate diversification of its loan portfolio.  

Herfindahl Index  

In order to estimate the capital requirements necessary to face concentration risk, the Bank resorted to the 

methodology published by the Bank of Portugal in its Instruction No. 5/2011, which is based on the 

Herfindahl Index calculation. 

Securities portfolio 

 

The Bank’s securities portfolio (including available-for-sale financial assets and other financial assets at fair 

value through profit or loss) amounted to around 1.9 billion euros at the end of 2014, which represents 

around 22.8 per cent. of the Bank's total net assets. The chart above shows these assets broken down by type. 

Market Risk Management 

Considering that the measurement and management of the impact of interest rate fluctuations on the Bank’s 

Balance Sheet is done separately via the Structural Interest Rate Risk of the Balance Sheet, and given the 

Bank’s activity and the structure of its Balance Sheet, market risk is limited to the fluctuation in the prices of 

the securities that comprise its portfolio. 

As at 31 December 2014, the Bank’s portfolio amounted to around 1,918 million euros, of which around 

1,879 million were classified as available-for-sale financial assets. 

Operational Risk Management 

The Issuer interprets Operational Risk as defined in the Basel II Accord, i.e., as the risk of loss resulting 

from inadequate or failed internal processes, people and systems or from external events. 

The management process is based on an analysis by functional area listing the risks inherent in the specific 

functions and tasks of each body in the structure. 

Involving the whole organization, the management model is ensured by the following structures: 

Executive Committee (CE) – Top management structure that is the main responsible for management 

guidelines and policies, establishing and monitoring risk appetite and risk tolerance limits. 
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Risk Management Department (DGR) - Integrates the unit exclusively dedicated to managing operational 

risk. It is in charge of boosting and coordinating the remaining structures towards the application of 

methodologies and employment of corporate tools to support the model. 

Heads of Operational Risk (RRO) – Corresponding to the basis of the organization, these are elements 

appointed by the hierarchies of each organic unit who have the role of facilitators and promoters of the 

operational risk management model. 

Internal auditing, internal control and security also play a key role in the process of operational risk 

management.  

The methodology adopted in line with the parent company is characterized by the following components or 

stages of the risk management cycle: 

1) Identification 

a) Description of Functions and Risk and Control Maps 

Under the guidance of Risk Management every functional area of the Bank collects these 

documents based on models and surveys especially designed for this effect.  

b) Collection of operational risk events 

Mostly done automatically, every loss occurred due to reasons that fit into the definition of 

operational risk is recorded and catalogued in a specific database, complying with the standards 

defined in view of the quality and integrity of the information. 

2) Assessment 

With the aim of assessing the institution's exposure to operational risk, the people in charge of 

operational risk periodically carry out a self-assessment exercise in order to attribute potential values 

of frequency and impact of the risks identified within each functional area. 

From the conjugation of these values with those of the efficiency assessment and the application of 

control procedures results a residual risk value that enables the management to identify the areas and 

processes that are more fragile and in need for intervention. 

From this assessment and depending on the estimated average impacts for each risk factor, it is 

understood that the Bank has a moderate risk profile. 

Risks by expected impact 
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3) Monitoring 

a) Key operational risk indicators (KRIs) 

Whenever relevant, warning mechanisms are developed as regards indicators that might identify 

risk situations. 

b) Reporting 

Regular Operational Risk reporting circuits are implemented for the benefit of the several 

participants in its management, namely top management and those in charge of Operational 

Risk in their functional areas with the aim of exposing the main causes and origins of the losses 

occurred. 

Every month, the more relevant situations are presented to the Internal Control and Operational 

Risk Committee which fosters its analysis and the adoption of the most adequate mitigating 

measures. 

 

Since 31 December 2014, the Issuer has calculated its own funds requirements for operational risk hedging 

according to the standard approach (TSA). 

Quantitative situation 

At the end of 2014, the losses identified that fit into Operational Risk amounted to 9 per cent. of the Bank's 

capacity for the absorption of such losses, considering the amount of own funds to hedge Operational Risk 

defined according to the standard approach at the end of the year. 

The losses verified are distributed as follows according to the types defined by Basel II: 

Frequency: 
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Distribution of impact (net losses): 

 

Bearing in mind the guidelines provided by the Bank of Portugal in its Instruction No. 4/2011, which states 

that institutions should take into consideration Operational Risk in their stress tests, and given that we have 

not identified a direct correlation with an adverse macroeconomic environment in the event database, Banco 

Popular has chosen to perform a stress test based on the statistical processing of its event history, presenting 

it in the scope of its regular reporting to the Bank of Portugal. 

Structural Interest Rate Risk Management 

This risk is defined as the risk originated by the fluctuations in interest rates and is estimated through the 

analysis made to maturities and repricing of on-balance sheet transactions involving assets and liabilities.  

The Issuer measures its structural interest rate risk by using the repricing gap method. 

This method consists in measuring exposures by different maturity and repricing dates in asset and liability 

cash flows. Briefly, this model groups those assets and liabilities into fixed time intervals (maturity date or 

date of the next interest rate revision when indexed) based on which the potential impact on net interest 

income is calculated.  

In this framework, this model considers a scenario in which there is an immediate impact on interest rates, so 

that, on the date the interest rates are revised (both asset and liability transactions) the new rates incorporate 

that effect. 

Besides regularly assessing the interest rate risk pursuant to Instruction No. 19/2005 issued by the Bank of 

Portugal - in which the impact of a shift of 200 basis points in the yield curve, both in terms of net earnings 

and net interest income, are measured - in the scope of the stress test performed, the Bank analyses the 

sensitivity to the following parameters: 

 Parallel shift of 100 b.p. in the yield curve; 

 Fluctuation of 100 b.p. in the steepness of the yield curve. 

Liquidity Risk Management 

By controlling liquidity risk, the Bank intends to ensure that it will have the necessary funds to meet its 

payment obligations at all times, thus minimizing the risk of losses that would arise if those obligations were 

not met. The Bank is exposed to daily disbursements of cash arising from current accounts, loans and 
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guarantees, margin account needs and other needs related with the regular functioning of a banking 

institution. 

The Bank's primary source of funding are deposits from customers, complemented by access to the capital 

markets via bond issues and to the interbank market, where we focus on operations with Banco Popular 

Group. Simultaneously the Bank has tried to ensure other sources of funding, carefully selected for each 

maturity depending on pricing, stability, speed of access, depth, and compliance with the pre-established risk 

management policies. The liquidity management process, as performed by the Bank, includes: 

- The daily funding needs that are managed by monitoring future cash flows in order to guarantee that the 

requirements are met. This includes write-backs as loans mature or are granted to customers; 

- Maintaining a high-liquidity asset portfolio so that these can be easily converted into cash as a protection 

against any unexpected interruption in cash flows; 

- Monitoring liquidity ratios taking into account external and internal requirements; 

- Managing the concentration and profile of debt maturities resorting to the liquidity gap model. 

Monitoring and reporting assume the form of cash flow measurement and projection reports for the 

following day, week and month, since these are important time brackets in terms of liquidity management. 

The starting point for these projections is an analysis of the contractual maturity of financial liabilities and 

the expected date for asset cash flows. The cash flow also monitors the degree of non-utilized loan 

commitments, the use of overdraft facilities and the impact of contingent liabilities such as letters of credit 

and guarantees. 

Regarding the analysis of liquidity risk, besides the obligations established by the Bank of Portugal under the 

terms of Instruction No. 13/2009, the Bank also resorts to the concept of liquidity gap, i.e., from the balance 

sheet of the Bank as at 31 December 2014, based on the maturities of assets and liabilities it is possible to 

ascertain the ratio between the referred to maturities (positive or negative) according to residual maturity 

deadlines called liquidity gaps.  

The Bank also calculates LCR (Liquidity Coverage Ratio) and NSFR (Net Stable Funding Ratio), with the 

aim to monitor the evolution of liquidity and report it to the supervising authorities. 

Main areas of activity in 2014 

As far as credit risk is concerned, in 2014, risk management was focused mainly on the aspects detailed in 

the following paragraphs. 

 Implementation of internal models to assess risk  

In line with the Group's policy, the Bank has continued to adapt the models to the specific characteristics of 

the country, which is intended, in the short term, to result in an application with the Bank of Portugal to use 

internal methods to calculate own funds requirements to face credit risk. 

As the starting point, a new definition for default was adopted pursuant to Regulation No. 575/2013 of the 

European Parliament and of the Council of 26 June 2013 (CRR). This definition of default of an obligor, 

which also serves to calculate risk-weighted assets, besides quantitative criteria now also includes qualitative 

criteria, as well as concerns with contamination or the materiality of the exposures. 

The implementation and management of models has remained a fundamental tool to help in the credit 

decision process. The decision-making power of our branches is part of this process, based on the risk levels 

attributed by the models employed. As a complement, it is important to say that the credit decision process in 

the scope of the central bodies already considers a differentiation of powers depending on the risk level 

attributed by the rating models. 
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On the other hand, besides helping in the credit decision process, scoring and rating models are still being 

used to monitor credit risk and prepare information for the management on the portfolio's risk profile.In view 

of the monthly update of the respective credit ratings, it is possible to identify high risk customers or those 

that present higher non-performance risk at a given moment in time, enabling closer and quicker monitoring 

of possible warning signals. 

 Credit Impairment Model  

The Bank implemented an internal credit impairment model that enables it to meet the need to present 

impairment reports, as well as monthly assess the quality of the loans granted and monitor those transactions. 

This model is monitored by Risk Management and, after being revised by the external auditor, is reported to 

the Bank of Portugal half-yearly in the scope of the Impairment Report, where the full methodology of this 

model is detailed. 

Ever since its inception, the Bank has regularly revised the model, mostly to reflect not only changes in the 

macroeconomic scenario, but also the evolution of its loan portfolio.  

Since the existing model has an excellent indicator of credit quality, the concept of Probability of Default 

(PD), it is used in the day-to-day management of the Bank. Strictly speaking, we can say that PD 

incorporates two fundamental aspects: the quality of the loans granted and monitoring the customer 

throughout the life cycle of the transactions. 

It should be noted that during the first half of 2014 the Bank initiated a process of substantial revision of its 

credit impairment model, which will result, in the short term, in a new LGD estimation model. These 

aspects, as well as the full description of the corresponding methodology are described in detail in note 47 of 

the interim report and accounts for the period ended 30 June 2015. 

In the scope of the stress tests that are regularly performed, the estimated impairment amount for the three-

year period is subject to a scenario and sensitivity analysis depending on the incorporation of the 

macroeconomic variables defined by the Bank of Portugal into the model. 

Income Statement and Profitability Indicators in the first half of 2015 

In the first half of 2015, net interest income amounted to 60.4 million euros, 1,657 thousand euros less, i.e. -

2.7 per cent., when compared with the same period in 2014. This result was derived from a drop by over 20 

per cent. in interest and similar income and a decrease by over 35 per cent. in interest and similar charges. 

Around the middle of 2014, the Bank adopted a commercial policy of reducing the cost of its assets, which 

was continued in 2015. In the first half of 2015, this policy resulted in savings of over 25 million euros in 

interest and similar charges paid. Most of this amount, around 21 million, was due to the price effect and 

only 4 million were due to volume. Taking into consideration the total of investments, we also witnessed a 

decrease by over 26.8 million euros, more than 22.3 of which resulted from the effect of the interest rate of 

the credit granted, and 4.7 million euros were due to the effect of the reduction in the financial assets 

portfolio. The volume of credit granted contributed positively with over 3 million euros to net interest 

income. 

The combination of these two components of net interest income has confirmed the adequate management of 

interest rates even in an unfavourable scenario. 

Regarding average balances and rates, average assets in the first half of 2015 were supported by customer 

funds (53 per cent.) and deposits from banks (35 per cent.). The average balance of loans and advances to 

customers is still their main component, representing over 70 per cent. of total average assets. In the first half 

of 2015, when compared with the same period last year, there was a change in the structure of the balance, 

with credit granted weighing over 12.4 per cent.. 
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In the first half of 2015, net fees and commissions charged to customers for the sale of products and services 

totalled 25.1 million euros, which corresponds to a decrease by around 15.7 per cent. when compared with 

the same period last year. 

There was a positive contribution of fees and commissions related with asset management (an increase of 6.8 

per cent.), lending (an increase of 5.6 per cent.), and other fees and commissions (an increase of 4.9 per 

cent.). The overall less favourable performance was achieved due to the negative contribution of a drop by 

16.3 per cent. in fees and commissions related with means of collection and payment, by a 13 per cent. 

decrease in fees and commissions from guarantees and sureties, and especially due to the decrease by -81.4 

per cent. in terms of insurance sales. We would like to add that the latter posted extraordinary earnings in 

June 2014, which justifies the decrease in 2015. 

In the first half of 2015, the consolidation of the actions implemented in the previous years regarding the cost 

control policy was continued. As at 30 June 2015, operating expenses totalled 55.8 million euros, which 

represents a decrease by over 2 million euros, or -3.6 per cent., when compared with the same period last 

year.  

Personnel costs amounted to around 30 million euros, which corresponds to an increase by 4.8 per cent. 

when compared with the first half of 2014. This increase was mostly due to an increase by 599 thousand 

euros in salaries and the corresponding social charges, as well as a larger contribution to the Pension Fund of 

over 546 thousand euros. 

General administrative expenses totalled 24.4 million euros, which corresponds to a decrease by 10.6 per 

cent., or around 2.9 million euros, when compared with the same period last year. This cost control was 

achieved with the significant contribution of a reduction in the items fees and regular payment agreements, 

with savings of around 1.2 million euros (a 37.1 per cent. decrease), and IT services, with savings of over 1.5 

million euros (a 23.7 per cent. decrease). Item external real estate appraisers represented the largest growth 

in terms of costs with an increase by 366 thousand euros when compared with the same period last year. 

Net income for the first half of 2015 amounted to around 32 million euros, which compares with 1.2 million 

euros in the first half of 2014. For this result the item other operating income contributed with around 45 

million euros resulting from the sale of the business unit in charge of property asset management and credit 

exposures of customers associated with real estate; operating cost control, whose reduction amounted to 

around 2 million euros; and a better performance of impairment provisions, which dropped by around 36 

million euros to 27 million euros. 

Balance Sheet in the first half of 2015 

As at 30 June 2015, the Issuer’s net assets amounted to around 8,230 million euros, 176 thousand euros less 

as at 31 December 2014, which corresponds to a decrease by around 2.1 per cent.. 

The Bank also manages other customer funds applied in investment, savings and retirement instruments, 

which amounted to 982 million euros at the end of June 2015, a very similar amount to that was managed by 

the end of 2014. 

Therefore, total assets managed by the Bank amounted to 9,212 million euros at the end of the first half of 

the year, which represents a 10.7 per cent. drop when compared with 31 December 2014. 

Adjustments to the size of the financial asset portfolio, the decrease of the number of properties in the 

balance sheet, and the reduction of financing for institutional customers and through bond issues have 

contributed to this decrease. 

Loans and advances to customers totalled around 5,918 million euros at the end of the first half of 2015, 

representing 71.9 per cent. of total assets, or 67.8 per cent. if provisions for past-due loans are deducted. 
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Loans and advances to corporate customers and the public sector totalled almost 3,281 million euros 

(excluding other securitized loans and overdue loans), which corresponds to 63 per cent. of total lending 

operations. Total loans and advances to private customers representing 37 per cent. of total lending grew by 

1.52 per cent., which corresponds to over 29 million euros, and stood at over 1,931 million euros. 

The increase by 128 million euros in lending, 2.5 per cent. more when compared with 31 December 2014, 

was mostly due to the increase by around 98 million euros, or 3.1 per cent., in corporate lending and 27 

million euros, or 1.8 per cent., in home loans. Total net lending was affected by the increase in provisions 

due to the upsurge of past-due loans by around 25 million euros, i.e., 7.91 per cent., thus posting an increase 

by 118 million euros that corresponds to a change around 2.16 per cent..  

The amount of past-due loans and interest at the end of the first half of 2015 totalled over 363.9 million 

euros, which represents an increase by 10.6 per cent. when compared with 31 December 2014. This type of 

loans represented 6.15 per cent. of total lending. Taking into consideration only loans that have been non-

performing for more than 90 days this indicator stood at 5.96 per cent.. 

Total past-due loans amounted to over 329.5 million euros at the end of 2014, which represented around 5.70 

per cent. of total lending, thus showing an upward trend that was constant until the end of the first half of the 

year. 

As at 30 June 2015, credit impairment amounted to 395.7 million euros, ensuring a hedging ratio of 108.7 

per cent..  
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Administrative, Management and Supervisory Bodies 

The governance model adopted by the Issuer is the traditional one composed by a board of directors (a 

chairman and 3 members), a supervisory board (a chairman and 2 members) and a statutory auditor. 

 Members of the Statutory Bodies of the Issuer elected at the Issuer’s General Meetings, dated 31 

March 2015 and 13 July 2015, for the term 2015/2018 (officially authorised by the ECB on 19 June 

2015): 

Board of the General Meeting 

  Augusto Fernando Correia Aguiar-Branco – Chairman  

  João Carlos de Albuquerque de Moura Navega – Secretary  

Executive Board of Directors 

  Carlos Manuel Sobral Cid da Costa Álvares – Chairman
3
 

  Susana de Medrano Boix – Member  

  Tomás Pereira Pena – Member  

  Pedro Miguel da Gama Cunha – Member
4
 

Supervisory Board 

  Rui Manuel Ferreira de Oliveira – Chairman 

  António Manuel Mendes Barreira – Member 

  António Luís Castanheira da Silva Lopes – Member 

  Rui Manuel Medina da Silva Duarte – Alternate 

Statutory Auditor 

  PricewaterhouseCoopers & Associados, Sociedade de Revisores Oficiais de Contas, Lda., represented by 

António Alberto Henriques Assis or José Manuel Henriques Bernardo  

Alternate Statutory Auditor 

  Jorge Manuel Santos Costa, Revisor Oficial de Contas. 

 Members of the Statutory Bodies of the Issuer elected at the Issuer’s General Meeting, dated 30 May 

2011, for the term 2011/2014 (including the changes in its composition agreed on the Bank’s General 

Meetings dated 21 March 2013 and 3 May 2013): 

Board of the General Meeting 

  Augusto Fernando Correia Aguiar-Branco - Chairman 

  João Carlos de Albuquerque de Moura Navega - Secretary 

Executive Board of Directors 

                                                      

3
 Rui Manuel Morganho Semedo has been elected chairman of the Board of Directors at the Issuer’s General Meetings, dated 31 March 2015, and 

passed away suddenly on 3 July 2015. At the Issuer’s General Meetings, dated 13 July 2015, Carlos Manuel Sobral Cid da Costa Álvares (previously 

elected as member of the Board of Directors) was elected chairman. 

4 Mr. Pedro Miguel da Gama Cunha was appointed by co-option, as member of the Executive Board of Directors of the Issuer until the end of the 

current mandate 2015-2018 in the meeting of the Board of Directors held on 31 August 2015 and was dully authorized through the ECB decision 

dated of 21st of August 2015. 
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  Rui Manuel Morganho Semedo – Chairman and delegated member  

  Carlos Manuel Sobral Cid da Costa Álvares –Delegated member 

  Tomás Pereira Pena - Member 

  José Ramón Alonso Lobo - Member 

Supervisory Board 

  Rui Manuel Ferreira de Oliveira - Chairman 

  Telmo Francisco Salvador Vieira 

  António José Marques Centúrio Monzelo 

  Ana Cristina Freitas Rebelo Gouveia – Alternate 

Statutory Auditor 

  PricewaterhouseCoopers & Associados, Sociedade de Revisores Oficiais de Contas, Lda., represented by 

Aurélio Adriano Rangel Amado or José Manuel Henriques Bernardo  

Alternate Statutory Auditor 

  Jorge Manuel Santos Costa, Revisor Oficial de Contas. 

Principal activities of members of the Board of Directors outsider the Issuer 

Carlos Manuel Sobral Cid da Costa Álvares 

Member of the Board of Directors of Popular Gestão de Activos, Sociedade Gestora de Fundos de 

Investimento, S.A.  

Susana de Medrano Boix 

Member of the Management Committee of Banco Popular Español, S.A.; Deputy General Manager of Banco 

Popular Español, S.A.; member of the Board of Directors of Targobank, S.A. 

Tomás Pereira Pena: 

Director of Legal Services and Compliance of Banco Popular Español, S.A.; member of the Board of 

Directors of Eurovida – Companhia de Seguros de Vida, S.A.; member of the Board of Directors of Popular 

Seguros – Companhia de Seguros, S.A.; member of the Board of Directors of Popular Gestão de Activos, 

Sociedade Gestora de Fundos de Investimento, S.A. 

Pedro Miguel da Gama Cunha 

Member of the Board of Directors of Popular Factoring, S.A.; Member of the Board of Directors (Manager) 

of Consulteam Consultores de Gestão, Lda; Member of the Board of Directors of Recbus-Recovery to 

Business, S.A. 

The members of the Supervisory Board do not exercise relevant activities outside the Issuer. 

The members of the Issuer’s corporate bodies do not own any share of the Issuer. 

There are no situations known that may result in a conflict of interests. 

Executive Committee (Comité Executivo) 

In terms of Corporate Governance of the Banco Popular, an Executive Committee (Comité Executivo) was 

created on 1 January 2011, under the framework of the continuous improvement process of the management 

model of the Issuer as a unit of Banco Popular Group.  
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The creation of this Committee, which meets once a week, was aimed at streamlining the decision making 

process and making its implementation and follow-up more effective in order to face successfully the very 

demanding circumstances in which the Bank operates. 

Without prejudice to the role of the Board of Directors as a statutory governing body, the Executive 

Committee, a non-statutory body, will ensure the day-to-day running of the Issuer, within the larger 

guidelines of the Group and the Board of Directors. 

Members of the Executive Committee (Comité Executivo) 

As of this date the members of the Executive Committee (Comité Executivo) are the following: 

Carlos Manuel Sobral Cid da Costa Álvares, , Chairman of the Board of Directors, who coordinates the 

Executive Committee (Comité Executivo)  

Pedro Miguel da Gama Cunha, Board Member  

José António Matos dos Santos Coutinho, Central Manager 

Carla Maria da Luz Gouveia, Central Manager 

Carlos Miguel de Paula Martins Roballo, Central Manager 

José Luis Castro Cortizo, Central Manager. 

Day to Day Management 

Regarding the Bank’s organizational structure, the Board of Directors has delegated the day-to-day 

management of the business of Banco Popular to its Chairman, Carlos Manuel Sobral Cid da Costa Álvares, 

and the Board Member, Pedro Miguel da Gama Cunha, with powers to make decisions and to practice all the 

acts comprehended in the Bank’s social object, within legal limits, namely the following: 

 a) Acquiring, disposing of and encumbering movable and immovable assets, as well as creating or change 

the horizontal property of real estate owned by the Bank; 

b) Opening or closing branches; 

c) Important extension or reduction of the Issuer’s activity; 

d) Important changes in the Bank’s organization; 

e) Entering in or terminating any lasting cooperation with another company; 

f) Managing the Bank’s stakes in other companies, namely appointing the Bank’s representatives in their 

respective corporate bodies and defining guidelines for their performance; 

g) Hiring, signing, changing or terminating employment contracts and exercising the respective directive and 

disciplinary powers; 

h) Approving of the employees appointments or changes in their remuneration except those that regard the 

last level of the Collective Bargaining Agreement table; 

i) Contracting, signing, changing and terminating insurance or building contracts, as well as other service 

contracts; 

j) Contracting, signing, changing and terminating rental and lease contracts for immovable or movable 

property; 

l) Representing the Bank in and out of Court, filing criminal complaints, engaging in arbitrations, start and 

respond to Court proceedings, with the power to waive, transact and confess in any legal proceedings; 
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m) Appointing proxies to practice certain acts, or categories of acts, on behalf of the Issuer, always defining 

the extension of their respective powers; 

n) Subscribing, acquiring, disposing of or encumbering shareholdings in any companies, as long as the 

operations are included in the pre-defined business plans; 

o) Establishing and organizing working methods, including the elaboration of regulations and determination 

of instructions they deem necessary. 

The above-describe delegated powers shall be exercised by the Chairman of the Board of Directors, Carlos 

Manuel Sobral Cid da Costa Álvares, together with the Board Member Pedro Miguel da Gama Cunha. 

Whenever deemed necessary or convenient, throughout the year, the Chairman, Carlos Manuel Sobral Cid da 

Costa Álvares, shall inform the Board of Directors of the decisions, acts or agreements signed under the 

referred delegated powers. 



 

137 

TAXATION 

 

PORTUGUESE TAXATION 

Portuguese taxation relating to all payments by Banco Popular Portugal S.A. acting through its 

Lisbon Head Office in respect of the Notes issued under the Decree-Law (as defined below). 

Economic benefits derived from interest, amortisation, reimbursement premiums and other instances of 

remuneration arising from the Notes are designated as investment income for Portuguese tax purposes. 

General tax regime applicable on debt securities 

Interest and other types of investment income obtained on Notes by a Portuguese resident individual is 

subject to individual income tax. If the payment of interest or other investment income is made available to 

Portuguese resident individuals, withholding tax applies at a rate of 28 per cent. which is the final tax on that 

income, unless the individual elects to include such income in his taxable income, subject to tax at 

progressive income tax rates of up to 48 per cent.. In the latter circumstance an additional income tax will be 

due on the part of the taxable income exceeding 80,000 euros as follows: (i) 2.5 per cent, on the part of the 

taxable income exceeding 80,000 euros up to 250,000 euros and (ii) 5 per cent, on the remaining part (if any) 

of the taxable income exceeding 250,000 euros. Also if the option of income aggregation is made an 

additional surcharge at the rate of 3,5 per cent. will also be due over the amount that exceeds the annual 

amount of the monthly minimum guaranteed wage. In this case, the tax withheld is deemed a payment on 

account of the final tax due.  

Investment income paid or made available to accounts opened in the name of one or more accountholders 

acting on behalf of one or more unidentified third parties is subject to a final withholding tax rate of 35 per 

cent., unless the relevant beneficial owner(s) of the income is/are identified and as a consequence the tax 

rates applicable to such beneficial owner(s) will apply. 

Capital gains obtained by Portuguese resident individuals on the transfer of Notes are taxed at a special tax 

rate of 28 per cent. levied on the positive difference between the capital gains and capital losses of each year, 

unless the individual elects to include such income in his taxable income, subject to tax at progressive 

income tax rates of up to 48 per cent.. In the latter circumstance an additional income tax will be due on the 

part of the taxable income exceeding 80,000 euros as follows: (i) 2.5 per cent. on the part of the taxable 

income exceeding 80,000 euros up to 250,000 euros and (ii) 5 per cent. on the remaining part (if any) of the 

taxable income exceeding 250,000 euros. Also if the option of income aggregation is made an additional 

surcharge at the rate of 3,5 per cent. will also be due over the amount that exceeds the annual amount of the 

monthly minimum guaranteed wage. Accrued interest qualifies as interest, rather than as capital gains, for 

tax purposes.  

Interest and other investment income derived from Notes and capital gains obtained with the transfer of 

Notes by legal persons resident for tax purposes in Portugal and by non resident legal persons with a 

permanent establishment in Portugal to which the income or gains are attributable are included in their 

taxable income and are subject to corporate income tax at a 21per cent. rate or at a 17 per cent. rate on the 

first 15,000 euros in the case of small or small and medium-sized enterprises, to which may be added a 

municipal surcharge (“derrama municipal”) of up to 1.5 per cent. of its taxable income. A state surcharge 

(“derrama estadual”) also applies at 3 per cent. on taxable profits in excess of 1,500,000 euros and up to 

7,500,000 euros, 5 per cent. on taxable profits in excess of 7,500,000 euros and up to 35,000,000 euros and 7 

per cent. on taxable profits in excess of 35,000,000 euros.  

As a general rule, withholding tax at a rate of 25 per cent. applies on interest and other investment income, 
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which is deemed a payment on account of the final tax due. Financial institutions subject to Portuguese 

corporate income tax, pension funds, retirement and/or education savings funds, share savings funds, venture 

capital funds or undertakings for collective investment incorporated and operating under the laws in Portugal 

and some exempt entities are not subject to Portuguese withholding tax.  

Investment income paid or made available to accounts opened in the name of one or more accountholders 

acting on behalf of one or more unidentified third parties is subject to a final withholding tax rate of 35 per 

cent., unless the relevant beneficial owner(s) of the income is/are identified and as a consequence the tax 

rates applicable to such beneficial owner(s) will apply. 

Without prejudice to the special debt securities tax regime as described below, the general tax regime on debt 

securities applicable to non resident entities is the following: 

Interest and other types of investment income obtained by non resident legal persons without a Portuguese 

permanent establishment to which the income is attributable is subject to withholding tax at a rate of 25 per 

cent. which is the final tax on that income. However, if the interest and other types of investment income are 

obtained by non resident individuals without a Portuguese permanent establishment to which the income is 

attributable said income is subject to withholding tax at a rate of 28 per cent., which is the final tax on that 

income. 

Investment income paid or made available to accounts opened in the name of one or more accountholders 

acting on behalf of one or more unidentified third parties is subject to a final withholding tax rate of 35 per 

cent., unless the relevant beneficial owner(s) of the income is/are identified and as a consequence the tax 

rates applicable to such beneficial owner(s) will apply. 

A withholding tax rate of 35 per cent. applies in case of investment income payments to individuals or 

companies domiciled in a country, territory or region subject to a clearly more favorable tax regime 

included in the “low tax jurisdictions” list approved by Ministerial Order (Portaria) no. 150/2004 of 13 

February (lista dos países, territórios e regiões com regimes de tributação privilegiada, claramente mais 

favoráveis), amended by Ministerial Order (Portaria) no. 292/2011, of 8 November. 

Under the tax treaties entered into by Portugal which are in full force and effect on the date of this 

Prospectus, the withholding tax rate may be reduced to 15, 12, 10 or 5 per cent., depending on the applicable 

treaty and provided that the relevant formalities (including certification of residence by the tax authorities of 

the beneficial owners of the interest and other investment income) are met. The reduction may apply at 

source or through the refund of the excess tax. The forms currently applicable for these purposes may be 

available for viewing and downloading at www.portaldasfinancas.gov.pt. 

Capital gains obtained on the transfer of Notes by non resident individuals without a permanent 

establishment in Portugal to which gains are attributable are exempt from Portuguese capital gains taxation 

unless the individual is resident in a country, territory or region subject to a clearly more favorable tax 

regime included in the “low tax jurisdictions” list approved by Ministerial Order (Portaria) no. 150/2004 of 

13 February (lista dos países, territórios e regiões com regimes de tributação privilegiada, claramente mais 

favoráveis) amended by Ministerial Order (Portaria) no. 292/2011, of 8 November 2011. Capital gains 

obtained by individuals that are not entitled to said exemption will be subject to taxation at a 28 per cent. flat 

rate . Under the tax treaties entered into by Portugal, such gains are usually not subject to Portuguese 

corporate income tax, but the applicable rules should be confirmed on a case by case basis. Accrued interest 

does not qualify as capital gains for tax purposes. 

Regarding capital gains obtained on the transfer of Notes by a legal person non resident in Portugal for tax 

purposes and without a permanent establishment in Portugal to which gains are attributable are exempt from 

Portuguese capital gains taxation, unless the share capital of the non resident entity is more than 25 per cent. 

http://www.portaldasfinancas.gov.pt/
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directly or indirectly held by Portuguese resident entities or if the beneficial owner is resident in a country, 

territory or region subject to a clearly more favorable tax regime included in the “low tax jurisdictions” list 

approved by Ministerial Order (Portaria) no. 150/2004 of 13 February (lista dos países, territórios e regiões 

com regimes de tributação privilegiada, claramente mais favoráveis) amended by Ministerial Order 

(Portaria) no. 292/2011, of 8 November 2011. If the exemption does not apply, the gains will be subject to 

corporate income tax at a rate of 25 per cent.. Under the tax treaties entered into by Portugal, such gains are 

usually not subject to Portuguese corporate income tax, but the applicable rules should be confirmed on a 

case by case basis. 

Special debt securities tax regime 

This section summarises the tax consequences of holding Notes issued by the Issuer, acting through its 

Lisbon Head Office when such Notes are registered within the Portuguese securities centralized system, 

Central de Valores Mobiliários (“CVM”), managed by Interbolsa - Sociedade Gestora de Sistemas de 

Liquidação e Sistemas Centralizados de Valores Mobiliários, S.A. and have been issued within the scope of 

the Decree-Law 193/2005, of 7 November 2005, as amended (the “Decree Law”). References in this section 

are constructed accordingly. 

Pursuant to the Special Tax Regime for Debt Securities, approved by Decree-Law no. 193/2005, investment 

income paid on, as well as capital gains derived from a sale or other disposition of the Notes, to non-

Portuguese resident beneficial owners will be exempt from Portuguese income tax provided the debt 

securities are integrated in (i) a centralised system for securities managed by an entity resident for tax 

purposes in Portugal (such as the CVM managed by Interbolsa), or (ii) an international clearing system 

operated by a managing entity established in a member state of the EU other than Portugal or in a EEA 

Member State provided, in this case, that such State is bound to cooperate with Portugal under an 

administrative cooperation arrangement in tax matters similar to the exchange of information schemes in 

relation to tax matters existing within the EU Member States or (iii) integrated in other centralised systems 

not covered above provided that, in this last case, the Portuguese Government authorises the application of 

the Decree-Law 193/2005, and the beneficiaries are: 

(i) central banks or governmental agencies; or 

(ii) international bodies recognised by the Portuguese State; or 

(iii) entities resident in countries or jurisdictions with whom Portugal has a double tax treaty in force or a 

tax information exchange agreement; or 

(iv) other entities without headquarters, effective management or a permanent establishment in the 

Portuguese territory to which the relevant income is attributable and which are not domiciled in a 

blacklisted jurisdiction as set out in the Ministerial order no. 150/2004, as amended. 

For purposes of application at source of this tax exemption regime, Decree-Law 193/2005 requires 

completion of certain procedures and the provision of certain information. Under these procedures (which 

are aimed at verifying the non-resident status of the Noteholder), the beneficial owner is required to hold the 

Notes through an account with one of the following entities: 

(i) a direct registered entity, which is the entity with which the debt securities accounts that are integrated 

in the centralised system are opened; 

(ii) an indirect registered entity, which, although not assuming the role of the “direct registered entities”, 

is a client of the latter; or 
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(iii) an international clearing system, which is an entity that proceeds, in the international market, to clear, 

settle or transfer securities which are integrated in centralised systems or in their own registration 

systems. 

The special regime approved by Decree Law no. 193/2005 sets out the detailed rules and procedures to be 

followed on the proof of non residence by the beneficial owners of the Instruments to which it applies. 

Under these rules, the direct register entity is required to obtain and retain proof, in the form described 

below, that the beneficial owner is a non-resident entity that is entitled to the exemption. As a general rule, 

the proof of non-residence should be provided to, and received by, the direct register entities prior to the 

relevant date for payment of any interest, or the redemption date (for Zero Coupon Notes), and, in the case of 

domestically cleared Notes, prior to the transfer of Notes, as the case may be. 

The following is a general description of the rules and procedures on the proof required for the exemption to 

apply at source, as they stand as at the date of this Base Prospectus. 

(a) Domestically Cleared Notes 

The beneficial owner of Notes must provide proof of non residence in Portuguese territory substantially in 

the terms set forth below: 

(i) If a holder of Notes is a central bank, a public law entity or agency or an international organisation 

recognised by the Portuguese state, a declaration of tax residence issued by the holder of Notes, duly 

signed and authenticated or proof pursuant to the terms of paragraph (iv) below; 

(ii) If the beneficial owner of Notes is a credit institution, a financial company, pension fund or an 

insurance company domiciled in any OECD country or in a country with which Portugal has entered 

into a double taxation treaty and is subject to a special supervision regime or administrative 

registration, certification shall be made by means of the following: (A) its tax identification; or (B) a 

certificate issued by the entity responsible for such supervision or registration confirming the legal 

existence of the holder of Notes and its domicile; or (C) proof of non residence, pursuant to the terms 

of paragraph (iv) below; 

(iii) If the beneficial owner of Notes is either an investment fund or other type of collective investment 

undertaking domiciled in any OECD country or any country or jurisdiction with which Portugal has 

entered into a double tax treaty or a tax information exchange agreement in force, certification shall be 

provided by means of any of the following documents: (A) declaration issued by the entity which is 

responsible for its registration or supervision or by the tax authorities, confirming its legal existence 

and the law of incorporation; or (B) proof of non residence pursuant to the terms of paragraph (iv) 

below; 

(iv) In any other case, confirmation must be made by way of (A) a certificate of residence or equivalent 

document issued by the relevant tax authorities or, (B) a document issued by the relevant Portuguese 

consulate certifying residence abroad, or (C) a document specifically issued by an official entity of the 

public administration (either central, regional or peripheral, indirect or autonomous) of the relevant 

country certifying the residence; for these purposes, an identification document such as a passport or 

an identity card or document by means of which it is only indirectly possible to assume the relevant 

tax residence (such as a work or permanent residency permit) is not acceptable. There are rules on the 

authenticity and validity of the documents, in particular that the holder of Notes must provide an 

original or a certified copy of the residence certificate or equivalent document. This document must be 

issued up to until 3 months after the date on which the withholding tax would have been applied and 

will be valid for a 3 year period starting on the date such document is issued. 
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In cases referred to in paragraphs (i), (ii) and (iii) above, proof of non-residence is required only once, the 

beneficial owner having to inform the register entity of any changes that impact the entitlement to the 

exemption. The holder of Notes must inform the register entity immediately of any change that may preclude 

the tax exemption from applying. 

(b) Internationally Cleared Notes 

If the Notes are registered in an account with an international clearing system, prior to the relevant date for 

payment of any interest or the redemption date (for Zero Coupon Notes), the entity managing such system is 

to provide to the direct register entity or its representative the identification and number of securities, as well 

as the income and, when applicable, the tax withheld, itemised by type of beneficial owner, as follows: 

(i) Portuguese resident entities or permanent establishments of non-resident entities to which the income 

is attributable which are not exempt from tax and are subject to withholding tax; 

(ii) entities domiciled in a country, territory or region subject to a clearly more favourable tax regime 

included in the list approved by Ministerial order no. 150/2004, of 13 February which are not exempt 

from tax and are subject to withholding tax; 

(iii) Portuguese resident entities or permanent establishments of non resident entities to which the income 

is attributable which are exempt from tax and are not subject to withholding tax; 

(iv) other non-Portuguese resident entities. 

In addition, the international clearing system managing entity is to provide to the direct register entity, in 

relation to each income payment, at least the following information concerning each of the beneficiaries 

mentioned in (i), (ii) and (iii) above: name and address, tax identification number, if applicable, 

identification of the securities held and amount thereof and amount of income. 

No Portuguese exemption shall apply at source under the special regime approved by Decree-law no. 

193/2005 if the above rules and procedures are not followed. Accordingly, the general Portuguese tax 

provisions shall apply as described above. 

If the conditions for an exemption to apply are met, but, due to inaccurate or insufficient information, tax is 

withheld, a special refund procedure is available under the regime approved by Decree-law no. 193/2005. 

The refund claim is to be submitted to the direct register entity of the Notes within 6 months from the date 

the withholding took place. A special form for these purposes is yet to be approved. 

The refund of withholding tax after the above 6 months period is to be claimed to the Portuguese tax 

authorities through an official form available at http://www.portaldasfinancas.gov.pt, within 2 years from the 

end of the year in which tax was withheld. The refund is to be made within 3 months, after which interest is 

due. 

EU Savings Directive 

Portugal has implemented the EC Council Directive 2003/48/EC, of 3 June 2003, on taxation savings income 

into the Portuguese law through Decree-Law no. 62/2005, of 11 March, as amended by Law no 39-A/2005, 

of 29 July. The forms currently applicable to comply with the reporting obligations arising from the 

implementation of the EU Savings Directive were approved by Governmental Order (Portaria) no. 563-

A/2005, of 28 June, and may be available for viewing and downloading at www.portaldasfinancas.gov.pt.  

On 10 November 2015, the Council of the European Union adopted a Council Directive repealing the EU 

Savings Directive from 1 January 2016 in the case of Portugal (subject to on-going requirements to fulfil 

administrative obligations such as the reporting and exchange of information relating to, and accounting for 

http://www.portaldasfinancas.gov.pt/
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withholding taxes on, payments made before those dates). Accordingly, it is expected that Decree-Law no. 

62/2005, of 11 March 2005, as amended by Law no. 39-A/2005, of 29 July 2005 will be revoked. 

The Proposed Financial Transaction Tax 

The European Commission has published a proposal for a Directive for a common financial transaction tax 

(FTT) in Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria, Portugal, Slovenia and Slovakia 

(the participating Member States). 

The Proposed FTT has very broad scope and could, if introduced in its current form, apply to certain 

dealings in Notes (including secondary market transactions) in certain circumstances. The issuance and 

subscription of Notes should, however, be exempt. 

A joint statement issued on 6 May 2014 by the Participating Member States (other than Slovenia) indicated 

an intention to implement the FTT progressively, such that it would initially apply to transactions involving 

shares and certain derivatives. A further joint statement issued on 27 January 2015 by the Participating 

Member States (other than Greece) stated, amongst other things, that the FTT should be based on the 

principle of the widest possible base and low rates. Both statements indicated an intention to implement the 

FTT by 1 January 2016.However, full details are not available. The FTT, as initially implemented on this 

basis, may not apply to dealings in Notes. 

The FTT proposal remains subject to negotiation between the participating Member States and is the subject 

of legal challenge. It may therefore be altered prior to any implementation, the timing of which remains 

unclear. Additional EU Member States may decide to participate. Prospective holders of Notes are advised to 

seek their own professional advice in relation to the FTT.  

 

SPANISH TAXATION  

Individuals with Tax Residence in Spain  

(a) Individual Income Tax (Impuesto sobre la Renta de las Personas Físicas)  

Both interest periodically received and income arising from the transfer, redemption or repayment of the 

Notes constitute a return on investment obtained from the transfer of own capital to third parties in 

accordance with the provisions of Section 25.2 of the IIT Law, and must be included in the IIT savings 

taxable base of each investor and taxed at the rate of 19,5 per cent. up to 6,000 euros, 21,5 per cent. from 

6,000.01 euros to 50,000 euros and at a rate of 23,5 per cent. thereafter.  

 In the case of Notes held by Spanish resident individuals and deposited with a Spanish resident entity acting 

as depositary or custodian, payments of interest under the Notes may be subject to withholding tax at the 

current rate of 19,5 per cent. which will be made by the depositary or custodian. 
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 Legal Entities with Tax Residence in Spain  

(a) Corporate Income Tax (Impuesto sobre Sociedades)  

Both interest periodically received and income arising from the transfer, redemption or repayment of the 

Notes must be included in the profit and taxable income of legal entities with tax residency in Spain for CIT 

purposes in accordance with the rules for this tax, being subject to the general tax rate of 28 per cent. for 

2015 (25 per cent. as of 1 January 2016) . 

In accordance with Section 61.s) of the CIT Regulations there is no obligation to make a withholding on 

income obtained by Spanish CIT taxpayers (which for the sake of clarity, include Spanish tax resident 

investment funds and Spanish tax resident pension funds) from financial assets traded on organised markets 

in OECD countries. 

EU Savings Directive 

Under EU Council Directive 2003/48/EC on the taxation of savings income, Member States are required to 

provide to the tax authorities of another Member State details of payments of interest (or similar income) 

paid by a person within its jurisdiction to an individual resident in that other Member State or to certain 

limited types of entities established in that other Member State. However, for a transitional period Austria is 

instead required (unless during that period they elect otherwise) to operate a withholding system in relation 

to such payments (the ending of such transitional period being dependent upon the conclusion of certain 

other agreements relating to information exchange with certain other countries). A number of non-EU 

countries and territories including Switzerland have adopted similar measures (a withholding system in the 

case of Switzerland). 

On 10 November 2015, the Council of the European Union adopted a Council Directive repealing the EU 

Savings Directive from 1 January 2016 in the case of Spain (subject to on-going requirements to fulfil 

administrative obligations such as the reporting and exchange of information relating to, and accounting for 

withholding taxes on, payments made before those dates).This is to prevent overlap between the EU Savings 

Directive and a new automatic exchange of information regime to be implemented under the Council 

Directive on administrative cooperation in the field of taxation (Directive 2011/16/EU, as amended), which 

is based on the format established by the OECD called Common Reporting Standard (CRS). This new global 

standard for automatic exchange of information on investment income shall completely replace the EU 

Savings Directive. 

The Proposed Financial Transaction Tax 

The European Commission has published a proposal for a Directive for a common financial transaction tax 

(“FTT”) in Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria, Portugal, Slovenia and 

Slovakia (the “participating Member States”).  

The proposed FTT has very broad scope and could, if introduced in its current form, apply to certain dealings 

in Notes (including secondary market transactions) in certain circumstances. The issuance and subscription 

of Notes should, however, be exempt. 

A joint statement issued on 6 May 2014 by the Participating Member States (other than Slovenia) indicated 

an intention to implement the FTT progressively, such that it would initially apply to transactions involving 

shares and certain derivatives. A further joint statement issued on 27 January 2015 by the Participating 

Member States (other than Greece) stated, amongst other things, that the FTT should be based on the 

principle of the widest possible base and low rates. Both statements indicated an intention to implement the 

FTT by 1 January 2016.However, full details are not available. The FTT, as initially implemented on this 

basis, may not apply to dealings in Notes. 
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The FTT proposal remains subject to negotiation between the participating Member States and is the subject 

of legal challenge. It may therefore be altered prior to any implementation, the timing of which remains 

unclear. Additional EU Member States may decide to participate. Prospective holders of Notes are advised to 

seek their own professional advice in relation to the FTT. 
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SUBSCRIPTION AND SALE 

The Notes may be offered to retail and institutional investors or may be purchased by the Dealers, from time 

to time, as represented and agreed with the Issuer, in the programme agreement (the “Programme 

Agreement”) dated 26 November 2015, as amended from time to time. Such agreement will extend to those 

matters stated under “Form of the Notes, Clearing and Payments” and “Terms and Conditions of the 

Notes”. In the Programme Agreement, the Issuer has agreed to reimburse the Dealers for certain of their 

expenses in connection with the establishment and update of the Programme and the issue of Notes under the 

Programme and to indemnify the Dealers against certain liabilities incurred by them in connection therewith. 

The following restrictions may be amended or supplemented in the relevant Final Terms. 

United States 

The Notes have not been and will not be registered under the Securities Act, and may not be offered or sold 

within the United States or to, or for the account or benefit of, U.S. persons except pursuant to an exemption 

from the registration requirements of the Securities Act. The Notes are initially being offered and sold only 

outside the United States in reliance on Regulation S. 

Terms used in this paragraph have the meanings given to them by Regulation S. In addition, the Notes in 

bearer form are subject to U.S. tax law requirements and may not be offered, sold or delivered within the 

United States or its possessions or to a United States person, except in certain transactions permitted by U.S. 

tax regulations. Terms used in this paragraph have the meanings given to them by the U.S. Internal Revenue 

Code of 1986 and regulations thereunder.  

Each Dealer has agreed (and each further Dealer named in a Final Terms will be required to agree) that it 

will not offer or sell Notes (i) as part of their distribution at any time or (ii) otherwise until 40 days after the 

completion of the distribution of the Tranche of which such Notes are part, as determined and certified to the 

Agent by such Dealer (in the case of a non-syndicated issue) or the relevant Lead Dealer (in the case of a 

syndicated issue) within the United States or to, or for the account or benefit of, U.S. persons, and it will 

have sent to each dealer to which it sells Notes during the Distribution Compliance Period a confirmation or 

other notice setting out the restrictions on offers and sales of the Notes within the United States or to, or for 

the account or benefit of, U.S. persons. Terms used in this paragraph have meanings given to them by 

Regulation S.  

In addition, until 40 days after the completion of the distribution of all Notes of the Tranche of which such 

Notes are a part, an offer or sale of the Notes within the United States by any dealer whether or not 

participating in the offering of such Tranche may violate the registration requirements of the Securities Act.. 

Japan 

The Notes have not been and will not be registered under the Financial Instruments and Exchange Act of 

Japan (Act No. 25 of 1948, as amended; the “FIEA”) and each Dealer has represented and agreed, and each 

further Dealer appointed under the Programme will be required to represent and agree, that it will not offer 

or sell any Notes, directly or indirectly, in Japan or to, or for the benefit of, any resident of Japan (as defined 

under Item 5, Paragraph 1, Article 6 of the Foreign Exchange and Foreign Trade Act (Act No. 228 of 1949, 

as amended)), or to others for re-offering or resale, directly or indirectly, in Japan or to, or for the benefit of, 

a resident of Japan except pursuant to an exemption from the registration requirements of, and otherwise in 

compliance with, the FIEA and any other applicable laws, regulations and ministerial guidelines of Japan. 

Public Offer selling restriction under the Prospectus Directive 

In relation to each Relevant Member State, each Dealer has represented, warranted and agreed, and each 

further Dealer appointed under the Programme will be required to represent and agree, that with effect from 
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and including the date on which the Prospectus Directive is implemented in that Relevant Member State (the 

“Relevant Implementation Date”) it has not made and will not make an offer of Notes which are subject of 

the offering contemplated by this Base Prospectus as completed by the Final Terms in relation thereto to the 

public in that Relevant Member State except that it may, with effect from and including the Relevant 

Implementation Date, make an offer of such Notes to the public in that Relevant Member State: 

 (a) at any time to legal entities which are authorised or regulated to operate in the financial 

markets or, if not so authorised or regulated, whose corporate purpose is solely to invest in securities; 

 (b) at any time to any legal entity which has two or more of (1) an average of at least 250 

employees during the last financial year; (2) a total balance sheet of more than 43,000,000 euros and 

(3) an annual net turnover of more than 50,000,000 euros, as shown in its last annual or consolidated 

accounts; 

 (c) at any time to fewer than 150 natural or legal persons subject to obtaining the prior consent of 

the relevant Dealer or Dealers nominated by the Issuer for any such offer; or 

 (d) at any time in any other circumstances falling within Article 3(2) of the Prospectus Directive, 

provided that no such offer of Notes referred to in (a) to (d) above shall require the Issuer or any Dealer to 

publish a prospectus pursuant to Article 3 of the Prospectus Directive or supplement a prospectus pursuant to 

Article 16 of the Prospectus Directive. 

For the purposes of this provision, the expression an “offer of Notes to the public” in relation to any Notes in 

any Relevant Member State means the communication in any form and by any means of sufficient 

information on the terms of the offer and the Notes to be offered so as to enable an investor to decide to 

purchase or subscribe for the Notes, as the same may be varied in that Member State by any measure 

implementing the Prospectus Directive in that Member State.. 

United Kingdom 

Each Dealer has represented, warranted and agreed that:  

(a) it has only communicated or caused to be communicated and will only communicate or cause to be 

communicated an invitation or inducement to engage in investment activity (within the meaning of 

section 21 of the Financial Services and Markets Act 2000 (the “FSMA”) received by it in 

connection with the issue or sale of any Notes in circumstances in which section 21(1) of the FSMA 

does not apply to the Issuer; and 

(b) it has complied and will comply with all applicable provisions of the FSMA with respect to anything 

done by it in relation to such Notes in, from or otherwise involving, the United Kingdom. 

France 

Each of the Dealers and the Issuer has represented and agreed, and each further Dealer appointed under the 

Programme will be required to represent and agree, that: 

(i) Offer to public in France 

it has only made and will only make an offer of Notes to the public (offre au public) in France in the 

period beginning (i) when a prospectus in relation to those Notes has been approved by the Autorité 

des Marchés Financiers (the "AMF") on the date of its approval or, (ii) when a prospectus has been 

approved by the competent authority of another Member State of the EEA which has implemented 

the Prospectus Directive, on the date of notification of such approval to the AMF, all in accordance 

with Articles L.412-1 and L.621-8 of the French Code monétaire et financier and the provisions of 
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the Règlement général of the AMF and ending at the latest on the date which is 12 months after the 

date of approval of the Prospectus; or 

(ii) Private Placement: 

it has not offered or sold and will not offer or sell, directly or indirectly, any Notes to the public in 

France and it has not distributed or caused to be distributed and will not distribute or cause to be 

distributed to the public in France, the Prospectus, the relevant Final Terms or any other offering 

material relating to the Notes and such offers, sales and distributions have been and will be made in 

France only to (a) persons providing investment services relating to portfolio management for the 

account of third parties (personnes fournissant le service d'investissement de gestion de portefeuille 

pour compte de tiers), and/or (b) qualified investors (investisseurs qualifiés) other than individuals, 

as defined in, and in accordance with, Articles L.411-1, 154 L.411-2 and D.411-1 of the French 

Code monétaire et financier. This Prospectus prepared in connection with the Notes has not been 

submitted to the clearance procedures of the AMF. 

Portugal 

In relation to the Notes, each Dealer has represented, warranted and agreed with the Issuer, and each further 

Dealer appointed under the Programme will be required to represent and agree, that, except as permitted by 

the Programme Agreement: (i) it has not directly or indirectly taken any action or offered, advertised, 

marketed, invited to subscribe, gathered investment intentions, sold or delivered and will not directly or 

indirectly take any action, offer, advertise, invite to subscribe, gather investment intentions, sell, re-sell, re-

offer or deliver any Notes in circumstances which could qualify as a public offer (oferta pública) of 

securities pursuant to the Portuguese Securities Code and other applicable securities legislation and 

regulations, notably in circumstances which could qualify as a public offer addressed to individuals or 

entities resident in Portugal or having permanent establishment located in Portuguese territory, as the case 

may be; (ii) all offers, sales and distributions by it of the Notes have been and will only be made in Portugal 

in circumstances that, pursuant to the Portuguese Securities Code, qualify as a private placement of Notes 

only (oferta particular); (iii) it has not distributed, made available or caused to be distributed and will not 

distribute, make available or cause to be distributed the Base Prospectus or any other offering material 

relating to the Notes to the public in Portugal; (iv) if the Notes are subject to a private placement addressed 

exclusively to qualified investors (investidores qualificados), such private placement will be considered as a 

private placement of securities pursuant to the Portuguese Securities Code; (v) private placements addressed 

by companies open to public investment (sociedades abertas) or by companies issuing securities listed on a 

market shall be notified to the CMVM for statistics purposes; (vi) it will comply with all applicable 

provisions of the Portuguese Securities Code and any applicable CMVM Regulations and all relevant 

Portuguese laws and regulations, in any such case that may be applicable to it in respect of any offer or sale 

of Notes by it in Portugal or to individuals or entities resident in Portugal or having permanent establishment 

located in Portuguese territory, as the case may be; notably, each Dealer has represented and agreed that it 

shall at all times comply with all applicable laws and regulations in force in Portugal, including (without 

limitation) the Portuguese Securities Code, the CMVM Regulations and the Prospectus Regulation 

implementing the Prospectus Directive, regarding the placement of any Notes in Portugal or to individuals or 

entities resident in Portugal or having permanent establishment located in Portuguese territory, as the case 

may be, including the publication of a Base Prospectus, when applicable, and that such placement shall only 

be authorised and performed to the extent that there is full compliance with such laws and regulations. 

General 

These selling restrictions may be modified by the agreement of the Issuer and the Dealers following a change 

in a relevant law, regulation or directive. 
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No action has been taken in any jurisdiction that would permit a public offering of any of the Notes, or 

possession or distribution of the Base Prospectus or any other offering material or any Final Terms, in any 

country or jurisdiction where action for that purpose is required. 

EACH DEALER HAS AGREED THAT IT WILL, TO THE BEST OF ITS KNOWLEDGE, 

COMPLY WITH ALL RELEVANT SECURITIES LAWS, REGULATIONS AND DIRECTIVES IN 

EACH JURISDICTION IN WHICH IT PURCHASES, OFFERS, SELLS OR DELIVERS NOTES 

OR HAS IN ITS POSSESSION OR DISTRIBUTES THE BASE PROSPECTUS, ANY OTHER 

OFFERING MATERIAL OR ANY FINAL TERMS AND NEITHER THE ISSUER NOR ANY 

OTHER DEALER SHALL HAVE RESPONSIBILITY THEREFOR. 
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GENERAL INFORMATION 

Authorisation 

The establishment of the Programme was duly authorised by a resolution of the Board of Directors of the 

Issuer on 21 October 2015. 

Use of Proceeds 

The net proceeds from each issue of Notes will be applied by the Issuer for its general corporate financing 

purposes, namely the diversification of the funding sources. If, in respect of any particular issue there is a 

particular identified use of proceeds, this will be in the applicable Final Terms. 

Significant or material change 

There has been no significant change in the financial or trading position of the Issuer since 30 June 2015 and 

there has been no material adverse change in the financial position or prospects of the Issuer since 31 

December 2014. 

Litigation 

There have been no governmental, legal or arbitration proceedings (including any such proceedings which 

are pending or threatened of which the Issuer is aware) during the 12 months preceding the date of this Base 

Prospectus which may have or have had in the recent past significant effects on the Issuer’s or the Bank’s 

financial position or profitability. 

Material Contracts 

As at the date of the Base Prospectus, there are no material contracts, other than contracts entered into in the 

ordinary course of business, to which the Issuer is a party, likely to have a material effect on the Base 

Prospectus. 

Conflicts of Interest 

There are no potential conflicts of interest between any duties to the Issuer by any of the members of the 

Board of Directors, the Executive Committee, the Supervisory Board or the Statutory Auditor in respect of 

their private or other duties. 

Listing 

Application has been made to Euronext Lisbon for the admission of Notes issued under the Programme to 

trading on the regulated market Euronext Lisbon or in any other stock exchange as may be specified on the 

applicable final terms. 

Clearing systems 

The Notes will have been accepted for clearance through Interbolsa, which has interconnections in place 

(through the accounts opened by the International Clearing Systems with Affiliate Members of Interbolsa) 

with Euroclear and/or Clearstream Luxembourg. The appropriate Common Code and ISIN for each Tranche 

of Notes allocated by Interbolsa will be specified in the relevant Final Terms. If the Notes are to clear 

through an additional or alternative clearing system the appropriate information will be specified in the 

relevant Final Terms. 

Conditions for Determining Price 

The price and amount of Notes to be issued under the Programme will be determined by the Issuer and the 

relevant Dealer(s) at the time of issue in accordance with prevailing market conditions and will be disclosed 

to investors through the Final Terms.  
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Accounts 

The auditors of the Issuer are PricewaterhouseCoopers & Associados-S.R.O.C., Lda. (“Auditor”), (which is a 

member of the Portuguese Institute of Statutory Auditors (Ordem dos Revisores Oficiais de Contas), with 

registered office at Palácio SottoMayor - Rua Sousa Martins, 1º - 3º, 1069-316 Lisbon, Portugal Lisbon, 

Portugal, represented by Aurélio Adriano Rangel Amado or by José Manuel Henriques Bernardo. 

The financial statements of the Issuer in respect of the financial years ended 31 December 2013 and 31 

December 2014 and in respect to the first half of 2015 are incorporated by reference in this Base Prospectus. 

The Bank’s financial statements were prepared on a going concern basis, from its books and accounting 

records maintained in accordance with the accounting principles set forth in the Adjusted Accounting 

Standards (‘Normas de Contabilidade Ajustadas’ - NCA) as defined by Notice No. 1/2005, of 21 February, 

and defined in Instructions Nos. 9/2005 and 23/2004 issued by the Bank of Portugal and pursuant to 

paragraph 2(d) of the Bank of Portugal Instruction no. 18/2005 and CMVM Regulation no. 11/2005. 

The financial statements of the Issuer for the years ended 31 December 2013 and 2014 were audited in 

accordance with the auditing standards (“Normas Técnicas e Directrizes de Revisão/Auditoria”) issued by 

the Portuguese Institute of Statutory Auditors (“Ordem dos Revisores Oficiais de Contas”), which require the 

examination to be planned and performed with the objective of obtaining reasonable assurance about 

whether the financial statements are free of material misstatement. 

Documents Available 

Copies of the following documents will, when published, be available for inspection at and may be obtained 

free of charge from the registered offices of the Issuer and from the specified offices of the Paying Agents 

for the time being: 

(a) the bylaws (including an English translation thereof) of the Issuer; 

(b) the audited financial statements of the Issuer and the auditor’s report contained in the Issuer’s 

Annual Report in respect of the financial years ended 31 December 2013 and 31 December 2014 

(together with an English translation thereof); 

(c) the unaudited financial statements of the Issuer for the period ended on 30 June 2015 (including an 

English translation thereof); 

(e) the Programme Agreement and the Set of Agency Procedures, both dated 26 November 2015 (as 

amended and restated from time to time); 

(f) this Base Prospectus; 

(g) any future supplements, including Final Terms (except for Final Terms relating to Notes which are 

not listed on any stock exchange), to this Base Prospectus and any other documents incorporated 

herein or therein by reference; and 

(h) in the case of an issue of Notes subscribed pursuant to a subscription agreement, the subscription 

agreement (or equivalent document). 

Electronic copies 

Electronic copies of this Base Prospectus (and any supplements thereto, and Final Terms pertaining to Notes 

traded on Euronext Lisbon) are available from the official website of the CMVM (www.cmvm.pt) and of the 

Issuer (www.bancopopular.pt).  

Copies of items (b) and (c) above may be obtained from the websites of the CMVM and of the Issuer and 

copies of item (a) above can be obtained from the Issuer’s website.  

http://www.cmvm.pt/
http://www.bancopopular.pt/
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Notification of an European Economic Area’s Authority 

The Issuer as requested CMVM that the Spanish Securities Commission (“Comisión Nacional del Mercado 

de Valores”) be notified of the certificate of approval of this Base Prospectus. 

Post-issuance information 

The Issuer does not, if it is not so legally required, intend to provide any post-issuance information in 

relation to any issues of Notes. 
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