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This report is the English version of the document “Relatério e Contas 1° Semestre 2021 delivered by Banco
Montepio to the Portuguese Securities Market Commission (CMVM) in accordance with Portuguese Law. Should
there be any doubt or contradiction between documents, the aforementioned Portuguese version prevails.
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Banco Montepio

Caixa Econémica Montepio Geral, caixa econdmica bancaria, S.A. (hereinafter referred to as “CEMG” or
“Banco Montepio”) adopted a one-tier governance (Anglo-Saxon) model, as established in subparagraph b)
of number 1 of article 278, article 423-B and following of Section Il and article 446-A and following of Section
VII of the Commercial Companies Code, with a Board of Directors that includes the Audit Committee (elected

at the General Meeting from among the non-executive members) and a Statutory Auditor.

As at 30 June 2021, the composition of Banco Montepio's governing bodies for the term of office 2018-2021

was as follows:

BOARD OF THE GENERAL MEETING

Chairman Antonio Manuel Lopes Tavares
Secretary Cassiano da Cunha Calvao

BOARD OF DIRECTORS

Chairman Carlos Manuel Tavares da Silva

Directors Manuel Ferreira Teixeira
Amadeu Ferreira de Paiva
Carlos Francisco Ferreira Alves
José da Cunha Nunes Pereira
Pedro Jorge Gouveia Alves
Rui Pedro Bras de Matos Heitor
Vitor Manuel do Carmo Martins
Pedro Manuel Moreira Leitdo
Dulce Maria Pereira Cardoso Mota Jorge Jacinto
Helena Catarina Gomes Soares de Moura Costa Pina
Jorge Paulo Almeida e Silva Baiédo
José Carlos Sequeira Mateus
Leandro Rodrigues da Gracga Silva
Nuno Cardoso Correia da Mota Pinto
Pedro Miguel Nunes Ventaneira

AUDIT COMMITTEE

Chairman Manuel Ferreira Teixeira

Members Amadeu Ferreira de Paiva
Carlos Francisco Ferreira Alves
José da Cunha Nunes Pereira
Vitor Manuel do Carmo Martins
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STATUTORY AUDITOR

PricewaterhouseCoopers & Associados — Sociedade de Revisores Oficiais de Contas, Lda., represented by:

e José Manuel Henriques Bernardo, enrolled at the Statutory Auditors Association (OROC) under
number 903 and at the Securities Market Commission (CMVM) under number 20160522;

e Carlos José Figueiredo Rodrigues, enrolled at the Statutory Auditors Association (OROC) under
number 1737 and at the Securities Market Commission (CMVM) under number 20161347.

The Board of Directors has internal committees, composed only of non-executive members, the majority of
whom with independent status, including their chairpersons, namely the Risk Committee, the Remunerations,
Nominations and Assessment Committee, which performs the duties attributed to the Nominations
Committee and the Remuneration Committee established in the Legal Framework of Credit Institutions and

Financial Companies (RGICSF) and the Corporate Governance, Ethics and Sustainability Committee.

As at 30 June 2021, the composition of the Internal Committees of the Board of Directors of Banco Montepio

was as follows:

Risk COMMITTEE

Chairman Vitor Manuel do Carmo Martins
Vice-Chairman Carlos Francisco Ferreira Alves

Amadeu Ferreira de Paiva
Members

Manuel Ferreira Teixeira

Rui Pedro Bras de Matos Heitor

REMUNERATIONS, NOMINATIONS AND ASSESSMENT COMMITTEE

Chairman José da Cunha Nunes Pereira

Members Amadeu Ferreira de Paiva

Carlos Francisco Ferreira Alves

Alternate Members Manuel Ferreira Teixeira

Rui Pedro Bras de Matos Heitor
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Banco Montepio

CORPORATE GOVERNANCE, ETHICS AND SUSTAINABILITY COMMITTEE

Chairman Carlos Manuel Tavares da Silva

Members Carlos Francisco Ferreira Alves
José da Cunha Nunes Pereira
Pedro Jorge Gouveia Alves

Rui Pedro Bras de Matos Heitor

The Board of Directors delegated the current management of Banco Montepio to an Executive Committee,
except for the powers related to matters whose delegation is prohibited by law or that are reserved to the
Board of Directors, under the terms of its Regulations.

As at 30 June 2021, the composition of the Executive Committee of Banco Montepio was as follows:
EXECUTIVE COMMITTEE

Chairman Pedro Manuel Moreira Leitdo

Members Dulce Maria Pereira Cardoso Mota Jorge Jacinto
Helena Catarina Gomes Soares de Moura Costa Pina
Jorge Paulo Almeida e Silva Baido
José Carlos Sequeira Mateus
Leandro Rodrigues da Graga Silva
Nuno Cardoso Correia da Mota Pinto

Pedro Miguel Nunes Ventaneira
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Banco Montepio

BUSINESS

- Net loans increased in relation to 31 December, and likewise, in relation to the same period of
2020, demonstrating Banco Montepio’s commitment to supporting families, companies and
entities of the social economy in this pandemic scenario.

- Contracting of 405 million euros through specific protocolled lines aimed at mitigating the
consequences of Covid-19 support, of which 364 million were used, with impressive use of the social
economy support line.

RESULTS

- Reduction of Operating costs by 4.4% excluding non-recurring costs (-5.6% in Staff costs and -6.8%
in General and administrative expenses), reflecting the delineated goal to improve efficiency.

- Favourable evolution of net income of -51.3 million euros recorded in the first half of 2020 to stand at
-33.0 million euros, benefiting from the lower level of Impairments and provisions (60.7 million euros),
notwithstanding the non-recurring costs (4.1 million euros) related to the adjustment programme
in course and the reduction of non-strategic assets.

ASSET QUALITY

- Reduction of the Cost of credit risk to 0.9%, compared to the 1.8% recorded in the first half of 2020,
which incorporates the exceptional impact of the strengthening of Loan impairments induced by the
consequences of the Covid-19 pandemic, in the context of the forward-looking component of IFRS 9.

- The NPE!ratio declined to 9.3%, showing an improvement of 1.1 p.p. in relation to 2020, accompanied
by a strengthening of the levels of coverage of NPE by impairments, standing at 57.7% and 95.9%,
if the associated collateral is considered.

- Reduction of non-strategic assets following the sale of the equity stakes held in the companies
Monteiro Aranha, S.A. (10.31% of its share capital) and Almina Holding, S.A. (19.0% of the share capital).

CAPITAL AND LIQUIDITY
- Common equity tier 1 (CET1) ratio of 11.4% and Total capital ratio of 13.6% (phasing-in).

- Increase of the liquidity coverage ratio (LCR)? to 261.0% and of the net stable funding ratio (NSFR)
at the end of June 2021 to 120.6%, significantly above the defined regulatory levels.

MORATORIA

- Faithful toits intended social commitment, Banco Montepio granted 35 thousand moratoria amounting
to 2.9 billion euros, creating a complementary support to liquidity management for economic agents to
cope with the momentary adverse economic and financial circumstances.

DIGITAL TRANSITION

- Launch of APProva, a new application for strong, autonomous authentication of the current digital
channels, available in iOS and Android stores for free download, evincing Banco Montepio’s focus on
innovation, complying with its mission to provide the best service and simplify the life of its Customers.

1 NPE: non-performing exposures, as defined in the Glossary.
2 CR: liquidity coverage ratio, as defined in the Glossary.
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Banco Montepio

ACTIVITY AND RESULTS (million euros)

Total assets 17 882 17 882 17 941 19 460 8.8%
Loans to customers (gross) 12 417 12 451 12 357 12 318 (1.1%)
Customer deposits 12 422 12 384 12 502 12 623 1.9%
Net income (51) (51) (81) (33) 35.7%

SOLVENCY ®@

Common equity tier 1 ratio 11.5% 11.5% 11.6% 11.4% 0.1 p.p.)
Tier 1 ratio 11.5% 11.5% 11.6% 11.4% (0.1p.p.)
Total capital ratio 13.5% 13.5% 13.8% 13.6% 0.1 p.p.
Leverage ratio 6.3% 6.3% 6.0% 5.4% 0.9 p.p.)
Risk weighted assets (million euros) 10 119 10 119 9 577 9377 (7.3%)

LIQUIDITY RATIOS

Liquidity coverage ratio (LCR) 224.4% 224.4% 200.7% 261.0% 36.6 p.p.
Net stable funding ratio (NSFR) 111.5% 111.5% 109.8% 120.6% 9.1 p.p.
LOAN TO DEPOSIT RATIOS

Loans to customers (net) / Customer deposits ® 93.0% 93.5% 92.6% 92.4% 1.1p.p)
Loans to customers (net) / On-balance sheet customer resources © 84.0% 84.5% 83.9% 83.9% (0.6 p.p.)

CREDIT QUALITY

Cost of credit risk 1.8% 1.8% 1.5% 0.9% 0.9 p.p.)
Ratio of loans and interest overdue by more than 90 days 5.7% 5.7% 5.1% 4.1% (1.6 p.p.)
Coverage of loans and interest overdue by more than 90 days 122.9% 123.2% 124.4% 131.3% 8.1p.p.
NPE ratio (Non-performing exposures (NPE) @ / Gross customer loans) 11.9% 12.0% 10.4% 9.3% (2.7p.p)
NPE @ coverage by Impairment for balance sheet loans 58.4% 58.2% 60.4% 57.7% (0.5 p.p.)
lc\lglit(:r aclgv;arr]zgﬁenk;ﬁclgrgzzzzt efg; balance sheet loans and associated 89.9% 90.0% 93.0% 95.9% 5.9 p.p.
Forborne exposures ratio (Forborne exposures @ / Gross customer loans) 7.4% 7.4% 6.6% 5.9% (1.5 p.p.)
PROFITABILITY AND EFFICIENCY
Total operating income / Average total assets ® 1.9% 2.0% 2.2% 1.7% 0.3p.p.)
Return on equity (gross) (Net income before income tax / Average total assets) ® (0.8%) (0.8%) (0.7%) (0.3%) 0.5 p.p.
Return on assets (gross) (Net income before income tax / Average total equity) ® (10.5%) (10.4%) (8.8%) (4.8%) 5.6 p.p.
Cost-to-income (Operating costs / Total operating income) ® 75.5% 72.3% 74.0% 81.1% 8.8 p.p.
Cost-to-Income, excluding specific impacts © 73.9% 73.4% 72.5% 73.3% (0.1p.p)
Staff costs / Total operating income ® 46.7% 44.6% 48.1% 49.9% 5.3 p.p.
EMPLOYEES AND DISTRIBUTION NETWORK (Number)
Employees
Group Banco Montepio 3962 3962 3721 3 666 (296)
Banco Montepio 3563 3563 3326 3283 (280)
Branches
Domestic network - Banco Montepio 335 335 298 278 (57)
Of which: Proximity Branches 7 7 7 7 0
Of which: BEM Corporate Centres 7 7 7 7 0
International Network 24 24 24 20 4)
Finibanco Angola 24 24 24 20 4
Representation Offices - Banco Montepio 5 5 5 5 0

(a) Pursuantto CRD IV/ CRR (phasing-in). The ratios include the accumulated net income for the period.

(b) Pursuant to Banco de Portugal Instruction No. 16/2004, in its current version.

(c) Total on-balance sheet customer resources = Customer deposits and Debt securities issued. Computed in accordance with the Financial Statements annexed to this report.

(d) EBA definition.

(e) Excludes Results from financial o perations, Other operating results (Net gains arising from the sale of other financial assets and Other operating income), and the amount related to the increase in Personnel Costs and
in General administrative expenses generated by the operational adjustment measuresof 29.5 M €n the 4th quarter of 2020 and 4.1M €n the ‘st half of 2021

(f) Includes corporate centres.

(g) Under the decisions taken by the Board of Directors of Banco Montepio, the subsidiaries M ontepio Valor and Banco M ontepio Geral Cabo Verde shifted to become classified as discontinued operations since the end
of 2020 for accounting purposes, as stipulated by IFRS 5, with Finibanco Angola no longer meeting the requirements established in this standard to be considered a discontinued operation. Therefore, pursuant to the
provisions in IFRS 5, Finibanco Angola started to be fully consolidated, line by line, in a retrospective manner, and the financial statements of the first half of 2020 were restated for purposes of comparability.
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Banco Montepio

e Sale of the stake in Monteiro Aranha, S.A.

In March 2021, Banco Montepio sold its entire equity stake in Monteiro Aranha S.A., equivalent to
approximately 10.31% of its share capital, reflected in a favourable impact of 3 basis points on the Banco
Montepio’s capital ratios at the end of 2020 (Common Equity Tier 1 ratio and Total Capital ratio), via the
reduction of risk-weighted assets. The accomplishment of this operation materialises Banco Montepio’s
strategy of the ongoing reduction of non-strategic assets and constitutes one of the measures contained
in the Funding and Capital Plan.

e Sale of the stake in Almina Holding, S.A.

In June 2021, Banco Montepio sold its entire equity stake in Almina Holding S.A. (Almina), equivalent to
19.0% of Almina’s share capital, complying with the strategic planning, in particular the component of
deleveraging the balance sheet of non-banking activity. This sale had a positive impact on Banco
Montepio’s capital ratios, on a proforma basis at the end of the first quarter of 2021, of 7 basis points on
the Common Equity Tier 1 ratio and 9 basis points on the Total Capital ratio, benefiting from the reduction
of risk-weighted assets.

e Launch of an online simulator of “Linhas Protocoladas para Empresas” (Protocolled Lines for
Companies)

Banco Montepio was the first financial institution to create and launch simulators of “Linhas Protocoladas”
(Protocolled Lines), directed at companies and institutions of the social sector, providing this online
support for various “Linhas de Apoio a Economia COVID-19” (Covid-19 Economy Support Lines),
representing yet another step in Banco Montepio’s digital transformation process. This functionality
enables Customers to test and compare financial plans, with the process of choice of the most suitable
financial plan being made remotely and the application finalised at a Branch.

Yet another online credit simulator for Protocolled Lines was included in May 2021, to support the
marketing of the “Linha de Apoio a Economia COVID-19 - Médias e Grandes Empresas do Turismo”
(Covid-19 Economy Support Line - Medium and Large Tourism Companies).

e Launch of “App APProva” (APProva App), a new Strong Authentication system

The continuous strengthening of the security of Customer transactions is very
important. For this reason, Banco Montepio adopted a new Strong Authentication
Banco system, the APProva app, an autonomous application and complementary to the
Montepio Digital Channels and Means of Payment, that further reduces the risk of fraud in online
transactions, making them more secure.

e “Crédito Pessoal Online | Nova jornada” (Online Personal Credit | New journey)

The entire personal credit granting process is now online, multichannel, flexible and available at any time,
for all Customers who have subscribed to the M24 service. Following the launch personal credit 100%
online in 2019, a new journey was developed in May 2021 to enable any Customer to submit a Personal
Credit application and obtain a decision in a fast and online manner.

e Customer Instructions with Qualified Electronic Signature
With a view to the continuous improvement of processes and digital transformation in progress at Banco
Montepio, since April 2021 instructions can be accepted from Customers with Qualified Electronic
Signature of the Citizen Card or Digital Mobile Key (CMD).
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Banco Montepio

e Action Plan for Sustainability

Banco Montepio continues focused on working the different dimensions of sustainability in order to
integrate Environmental, Social and Governance (ESG) factors in its various areas of action. In the first
half of 2021, special note should be made of the provision of treasury and financing solutions to Social
and Solidarity Economy Entities, the social investment in the context of the “Projetos de Impacto” (Impact
Projects) (a joint initiative of Banco Montepio and Santa Casa da Misericérdia de Lisboa (SCML)) and
the launch of a mortgage loan campaign with benefits for housing with energy certificate A or A+.

e Participation in the debate on sustainable finance

“O Pilar Social das Finangas Sustentaveis” (The Social Pillar of Sustainable Finance) was the topic of
the conference promoted by the “Associagdo Portuguesa de Etica Empresarial” (Portuguese Association
of Business Ethics) held in May 2021, which was attended by the Chairman of the Executive Committee
of Banco Montepio and other renowned speakers in the areas of finance, investment, regulation and
sustainability. At a time when ESG criteria are increasingly important in the framework of financing and
investment policies, the aphorism was the development of the Social Pillar, a component that nests at
the origin of Banco Montepio, and that is one of the major priorities of the European Commission.
Sustainable finance could mean a greater and more important contribution to rebalance societies.

e “Banca de Ideias” (Ideas Pool)

“Banca de lIdeias” (ldeas Pool) is a new in-house competition of Banco Montepio, directed at all
Employees who want to present ideas that could be particularly beneficial to the organisation. This project
was designed to give a voice to all who wish to contribute with suggestions and ideas, and foster creativity
and innovation at the Bank.

e Inception of performance of duties of new members of the Governing Bodies

In conformity with the authorisation granted by Banco de Portugal, Jorge Paulo Almeida e Silva Baido
took office at the beginning of 2021 as Director and Member of the Executive Committee of the Board of
Directors of Banco Montepio for the remaining period of the term of office 2018-2021, with his co-optation
having been approved at the Board of Directors’ meeting of 18 February 2021 and ratified at the General
Meeting of 29 June 2021.

e Annual General Meeting

Banco Montepio held the ordinary general meeting of shareholders on 29 June 2021, with the following

decisions having been taken:

1. Report and Accounts of the Financial Year of 2020 — Approved unanimously.

2. Allocation of results for the financial year of 2020 — Approved unanimously.

3. General appraisal of the company's management and supervision — Approved unanimously.

4. Ratification of the co-optation of the Director Jorge Paulo Almeida e Silva Baido — Approved
unanimously.

5. Assessment report of the Remuneration Policies and procedures adopted by Banco Montepio and
Banco Montepio Group — Approved unanimously.

6. Annual review of the Remuneration Policy of Members of the Management and Supervisory Bodies
(MOAF) — Approved unanimously.

7. Annual review of the Policy of Selection and Evaluation of the Adequacy of the Members of the
Management and Supervisory Body and Key Function Holders — Approved unanimously.

8. Constitution of a special reserve and constitution of conversion rights relative to the financial year of
recoverability of the deferred tax assets, reported as at 31 December 2020 — Approved unanimously.
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Banco Montepio

Banco Montepio, founded in 1844, having been authorised by royal charter of Queen Dona Maria I, of 4
January, as an entity attached to Montepio Geral — Associacdo Mutualista, is the oldest financial institution
of Portugal.

It is also unique in the national financial panorama due to its origin and mutualist foundations, and,
consequently, due to its vocation as an institution geared towards savings and provision of universal financial
services for its individual Customers, at all stages of their life cycle, as well as for Customers of the business
sector and for institutions of the social economy and social entrepreneurs.

Throughout the more than 177 years of its existence, Banco Montepio has consistently supported families,
small and medium-sized enterprises, companies and the community. It has actively supported successive

generations of Portuguese at extremely critical times, including wars, crises and revolutions.

Loyal to the reason for its existence, it has always been able to innovate, grow and expand, consistently

guided by the ideals of commitment to the past, present and future of Portugal.

With a legacy of almost two centuries of service to the community, Banco Montepio takes its place in the
building of a fairer and more sustained society, committed to governing its action according to the highest
standards and conduct of respect for the principles of sustainable development, as reflected in its Social
Commitment Charter.

Pursuant to Decree-Law 190/2015, of 10 September, which approved the legal system of Savings Banks,
Caixa Econémica Montepio Geral is henceforth considered a savings bank, with its transformation into a

public limited company arising from the same legal provision.

Following this process, its current corporate name is Caixa Econdémica Montepio Geral, caixa econémica

bancéria, S.A., with the trade name of Banco Montepio having been adopted in 2019.

Banco Montepio holds a series of equity stakes in entities that provide banking and financial services, and
contribute with their earnings to the mutualist goals, thus providing a comprehensive and diversified range of
products to the Customers.

The Banco Montepio Group is a diversified banking and financial group, aligned with its mutualist nature and
purpose, which lends it unique features and an unrivalled position in its activity sector and in Portuguese

society.
As at 30 June 2021, the Banco Montepio Group was composed of the following entities:

¢ Full consolidation: Caixa Econdmica Montepio Geral, caixa econdmica bancaria, S.A.; Montepio
Holding, Sociedade Gestora de Participacdes Sociais, S.A.; Banco Montepio Geral Cabo Verde,
Sociedade Unipessoal S.A.; Finibanco Angola, S.A.; Montepio Crédito - Instituicdo Financeira de

Crédito, S.A.; Montepio Investimento, S.A. (Banco de Empresas Montepio); Montepio Valor —
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Sociedade Gestora de Fundos de Investimento, S.A., and SSAGIncentive — Sociedade de Servigos

Auxiliares e Gestdo de Imoveis, S.A.

e Consolidation by the equity method: Montepio Gestédo de Activos Imobiliarios, ACE; HTA — Hotéis,
Turismo e Animacgdo dos Acores, S.A.; Cesource, ACE; and NAVISER — Transportes Maritimos

Internacionais, S.A. (under winding-up and liquidation procedures since 20 July 2018).

Caixa Econdmica Montepio Geral,
caixa econOmica bancéaria, S.A.

100%

Montepio Holding

SGPS, S.A.
100% 80.22% 100% 100% 100% 100% 29.0%* 20.0% 18.0%
Montepio )

Banco MG - MO,ntAEFNO ) V§|°r - Szﬁg?;:;:;z . Montepio HTA — Hotéis,
Cabo' Verde, Finibanco Cre'dlt'o: MOr'lltepIO Sociedade Servicos Auxiliares e Gestdo Activos' = Turismo e Cesource,
SoAC|edade Angola, S.A. llnstltullgao Investimento, Gestora de o E de Imbver Imobilidrios, | Animag3o dos ACE
Unipessoal, Financeira de S.A. Fundos de estdo de Imoveis, ACE Agores

S.A. Crédito, S.A. Investimento, S.A.

S.A.
_ o } o Complementary services and other

International Activity Domestic Activity participations
*CEMG 26.0%, Montepio Investimento 1.0%, Montepio Valor 1.5% and SSAGIncentive 0.5%. (% of equity stake)

Under the strategic redefinition of its international subsidiaries, and with a view to refocusing the approach to
the African market, Banco Montepio continues to take measures aimed at the deconsolidation of Finibanco
Angola, S.A. which, as at 30 June 2021, the Group controlled and held an effective stake of 80.22%. On the
other hand, considering the new legal framework of Cape Verde and having weighed up all the relevant
strategic options, the Board of Directors of Banco Montepio decided not to promote the changes required to
adapt its subsidiary Banco Montepio Geral Cabo Verde to a bank with general authorisation, having approved
the development of the procedural initiatives stipulated in the Law for its voluntary dissolution and orderly
liquidation.

In the domestic market, with a view to the Group's simplification, the Board of Directors determined the sale

of its stake in Montepio Valor - Sociedade Gestora de Fundos de Investimento, S.A.

Considering the decisions taken by the Board of Directors, likewise, aimed at simplifying the Group's
corporate structure, in addition to the provisions in IFRS 5, the activities developed by the subsidiaries Banco
MG - Cabo Verde, Sociedade Unipessoal, S.A. and Montepio Valor - Sociedade Gestora de Fundos de
Investimento, S.A. were deemed to be discontinued operations and the activities developed by Finibanco
Angola are henceforth fully recorded in the income account and balance sheet, notwithstanding the
commitment referred to above. Accordingly, in the financial statements, the earnings of the subsidiaries
Banco Montepio Geral Cabo Verde and Montepio Valor are now stated in an income account heading of
“Income of discontinued operations” and, in the balance sheet under the headings of “Non-current assets

held for sale — Discontinued operations” and “Non-current liabilities held for sale — Discontinued operations”.
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As at 30 June 2021, Banco Montepio Group's consolidation perimeter includes other entities consolidated by
the full method, namely: Montepio Arrendamento | and Il — Fundos de Investimento Imobiliario Fechados
para Arrendamento Habitacional (FIIAH); Valor Arrendamento — Fundo de Investimento Imobiliario Fechado;
Polaris — Fundo de Investimento Imobilidrio Fechado; PEF — Portugal Estates Fund and Carteira Imobiliaria
— Fundo Especial de Investimento Imobiliario Aberto (FEIIA); Pelican Mortgages No 3; Pelican Mortgages
No 4; Agua Mortgages No 1; Pelican Mortgages No 5; Pelican Mortgages No 6; Pelican Finance No 1 and

Aqua Finance No 4.

AWARDS AND RECOGNITION
Superbrand 2021

Banco Montepio once again received, in 2021 and for the 12th time, the stamp of

Superbrands®, an independent international organisation dedicated to the PORTUGAL
identification and promotion of brands of Excellent Brands in 89 countries. The l] [1
selection criteria, which combine a Consumer study and the independent opinion S“ Br rﬂﬂ S
of the Superbrands Council, enable identifying the brands that are distinguished ’f,iuwziw\‘*“

from their competitors in each market. This recognition reflects what the
Customers, as consumers of the products and services, think about Banco
Montepio and their degree of satisfaction with the brand, whose mention is spontaneous, with value given to
the importance of being Top of Mind and five key attributes: proximity, trustworthiness, affinity, satisfaction
and brand awareness. These criteria enable pinpointing the Brands that the consumers consider unique,

trustworthy, the ones they identify with and satisfy them, and consider best known.
PROTECTION AND REINFORCEMENT OF BRAND REPUTATION

The Banco Montepio brand preserved a strong image in the first half of 2021. The Overall Image indicator -
which measures the brand association to image attributes such as: Values, Reputation and Relevance -
remained at 60%, in line with 2020, according to the Brand Score study, carried out by the consulting firm
Scopen. This means that Banco Montepio has 60% of promoter Customers, who appraise the brand in a very

positive way.

Two indicators contribute positively: reputation, which assesses values such as trustworthiness, solidity,
governance, ethics and transparency; and relevance, which measures the brand’s importance in its sector,
its contribution to society and support to social causes or sustainability projects. These indicators are part of
the net worth of the Banco Montepio brand, which has strengthened its action, in particular in the context of
the Covid-19 pandemic, by launching products and services that meet the needs of its targets, and investment

in citizenship and sustainability projects.

Banco Montepio also improved the brand’s valuation, having reached a Brand Impact of 33%, corresponding
to arise of 5 p.p. in relation to 2020, thus maintaining its trajectory of positive growth. By improving its overall
image, the brand increases its impact on the business, as it contributes more actively to retaining the loyalty
and attraction of new Customers, who showed strong growth in the first half of 2021. The good performance

of Banco Montepio’s communication in this period led to a 23.6% upswing in the brand's valuation.
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CAMPAIGNS
“Ninguém estava a espera disto” (No-one was expecting this) campaign

According to the data of the Brand Score study — which assesses the
efficacy of brand communication — the “Ninguém estava a espera disto”
(No-one was expecting this) campaign obtained the best result ever in recall
of the Bank’s campaigns, having won three creativity awards and
contributed to record levels of Customer business and attractiveness of the
last ten years.
T
GU ‘
ESTAVA =

this period, it rose to the first place of the most recalled campaigns of the A ESPERA

The advertising campaign, starring Bruno Nogueira, was seen by 3.9 million
people, having obtained a record total recall in the sector in 2020. During

entire banking sector, contributing to strength and reaffirm Banco Dls.ro
) -
Montepio’s positioning in the Mortgage Loan segment. | pohemmaem

The good results achieved encouraged the continuity of the campaign in 2021, which was based on an offer
of 1% of the value of the loan raised — in home purchase and exchange, loan transfer and all mortgage loan
transactions — handed over to the Customer in a pre-paid card to be used in Worten shops. In the first half
of 2021, and under this same campaign, a new offer was launched for sustainable houses, with the extra
benefit of the refunding of 1.1% of the value of the loan or mortgage loan transfer to Banco Montepio for

housing with energy certificate A and A+.
“Pouco Pio” (Little Chatter) Personal Credit Campaign starring Bruno Nogueira

Banco Montepio launched a Personal Credit
campaign focused in freedom and respect for
individual choices that the Customers can

experience in their relationship with Banco Montepio.

Grounded on a global phenomenon in which people,
in general, have the habit of giving opinions on what

others do with their money, this advertising

campaign reinforces the basic assumptions of
Personal Credit. The point is that it's so personal, that it's no one else's business.

Bruno Nogueira once again was the star and ambassador of the brand, in a campaign in which Banco
Montepio defends people against criticism and judgement of others, showing that it is always there for them,

in a responsible manner, supporting whatever their projects may be, without asking too many questions.
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“177 anos passam a voar” (177 years just fly by) advertising campaign

With 177 years of history — marked on 24 March — Banco

Montepio recalls how its history is interlaced with that of the Banco Montepio

Valores que crescem consigo.

country. The Institution experienced monarchies and
republics. Technological and philosophical revolutions,

periods of war, crisis and prosperity.

But no matter how many years may pass, some things never
change. Banco Montepio continues at the service of people
and communities, here and abroad, to, together, fly even
higher. So as to continue to grow with the Portuguese and with

Portugal.

It has been a flight and so much more! Thank you to everyone
who has been, and currently is, part of Banco
Montepio. Nowadays, just like yesterday, Banco Montepio will
continue to look towards the future. Because there is so much

history still to do.
NEW PROJECTS
Banco Montepio in the Social Networks — “Temos Pio” (We have Chat)

Banco Montepio launched an integrated strategy of repositioning in

the social networks — like Blog, Manifesto, Instagram and Podcast,

combined with its presence on LinkedIn and YouTube. Te m O.S Pi 0

At a time in which social networks play a determinant role in the life by Banco
Montepio
of millions of people, Banco Montepio wants to help transform the P

social networks into a more authentic place, through a movement of
personal and professional empowerment, against stereotypes and conventions, summarised in the claim
“#TuPodesoQueQuiseres” (#YouCandoWhatYouWant).

“Temos Pio” (we have chat) is a space directed at a younger target, creating a space of sharing of purpose
and values that touch the new generations and are at the very heart of the Bank’s original essence, while

simultaneously seeking to inspire authenticity, diversity and inclusion.
“0O Banco Explica” (The Bank Explains) financial literacy project

In the second half of 2021, Banco Montepio launched a financial literacy project. ‘The Bank Explains’ helps
to translate terms, jargon, and banking and financial information, in contents in video format that are
straightforward, short and light, summarised in the claim: “Literacia Financeira é Peanuts” (Financial

Literacy is Peanuts).

As a Bank performing a significant economic atd social role, this project combines the increasingly greater
need to speak in a straightforward and transparent way with the absolute necessity of teaching the concepts
related to personal finance, banking system, investment and financial markets. The purpose is to help the

younger generations to take informed decisions and attain their highly desirable financial freedom.
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CHANNELS AND NETWORKS

As at 30 June 2021, Banco Montepio held a network of 278 branches in Portugal, of which 7 were proximity
branches, and 7 were business centres of Banco BEM. Under the measures implemented by Banco Montepio
with a view to optimising the distribution

No. of Branches and Representation Offices
channels, 20 branches of the domestic

network were closed in the first half of 2021, ~ Domestic network 335 298 278
Of which: Proximity Branches 7 7 7

The decisions taken by Banco Montepio seek ~ ©Of which: BEM Business Centres 7 7 7
International network 24 24 20

to ensure access to bank services, with a Finibanco Angola @ 24 24 20
Representation Offices 5 5 5

balanced geographic coverage of the country. 78> Inoludes Corporats Contes.
In the international activity, as at 30 June

2021, Finibanco Angola’s distribution network also diminished, standing at a total of 20 branches, including
5 corporate centres, corresponding to 4 less branches compared to 31 December 2020. As at 30 June 2021,
Banco Montepio had 5 representation offices (Frankfurt, Geneva, Paris, Newark and Toronto) which ensured

the Bank's presence among communities that are resident abroad.

Branches (by districts and autonomous regions) Representation Offices
4
|:| 1 B! ‘ FRANKFURT

45 TORO

A 9 . .. PARIS GENEBRA

o NCO

7 G CABO
12 VERDE
12 2
2 e
4

22
S
Luanda (14)
Benguela (3)
Huambo (1)
14 Lubango (2)

* Includes Banco BEM business centres

Banco Montepio also offers its individual Customers and companies a series of channels of distribution of
products and services being marketed and for Customer relations, namely "Servico Montepio24" (Montepio24
Service) by telephone, web, sms, app and the dedicated channel "Connect24", the internal network of

"Chave24" automatic tellers, the automated teller machines (ATM) and point of sale terminals (POS).
CUSTOMER MANAGERS

Banco Montepio’s network of customer managers consists of a total of 480 managers at the end of the first
half of 2021, evincing a reduction of 23 managers in relation to 30 June 2020, related to the adjustment of
the Commercial Network’s distribution and reorganisation model, aimed at updating the service model and

increasing efficiency.
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As at 30 June 2020, the distribution of managers by segment involves 176 managers assigned to Small
Businesses, 49 to Small and Medium-Sized Enterprises with turnover of less than 20 million euros, 40 to

Institutional and Social Economy, and 33 to Large Companies (with turnover of 20 million euros or more).

Banco Montepio continues to offer a personalised and proximity service to the Customer, being characteristic
features.

No. of Managers per Customer Segment

Retail Banking 431 428 407 (24) (5.6)
Individuals 187 184 182 G (2.7
Small Business 191 191 176 (15) (7.9)
Companies @ 53 53 49 @ (7.5

Social Economy 39 38 40 1 2.6
Institutions and Social Economy 39 38 40 1 2.6

Corporate Banking 33 33 33 0 0.0
Companies © 33 33 33 0 0.0

a) Turnover less than EUR 20 million

b) Includes Microcredit managers.

¢) Turnover of EUR 20 million or more.

Note: Does not include managers of preventive credit monitoring.

MONTEPIO 24

The Servigco Montepio24 (Montepio24 Service), corresponding to a multichannel platform integrating remote
channels, recorded an increase of 5.9% in the number of active Customers at the end of June 2021 compared
to 31 December 2020, with a total number of 415,322 users: 350,473 in the Individuals segment (+6.4%) and
64,849 in the Companies segment (+3.2%).

In Connect24, a dedicated channel where the Customer can provide authentication for login and authorise
access to information and banking operations when requested by certified entities, an increase was recorded
both in the creation of consents (+56.7%) and in operations derived from Third Party Providers (TPP)/Banks
(+51.0%) in comparison with the end of 2020.

Further concerning the influence of the pandemic context, the importance of digital mechanisms continues
very present, reflected in the growth of the number of subscriptions and frequency of use, with the increase
active Customers in Netmovel24 (+9.2%) being particularly notable, although a decrease occurred in daily

mobile accesses (-9.9%), both in comparison to the end of 2020.

AUTOMATED TELLER MACHINES (ATM)

Montepio's total number of automated teller machines (ATM) at the end of June 2021 amounted to 918
machines, of which 343 were installed in branches and 575 at external locations. In net terms, the number of
machines has fallen by 13 units when compared to the end of 2020, essentially due to the internal programme

of optimisation of the total amount of machines.
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Despite the reduction in the number of ATM in relation to the end of 2020, Banco Montepio's market share
remained at 7.4%, with the number of machines available in the national market of the SIBS Global Network
having fallen by 88 machines, to stand at 12,451 as at 30 June 2021.

The internal network Chave24 increased the total number of installed machines at the end of June 2021 to

311 machines, of which 258 are ATM, 8 are Selfcheques and 45 are Bank Book updating machines.

POINT-OF-SALE TERMINALS (POS)

Banco Montepio's total number point-of-sale terminals (POS) amounted to 24,340 installed terminals as,

representing growth of 1.3% compared to the end of 2020.

Banco Montepio's market share in terms of number of POS stood at 6.0% at the end of June 2021, compared
to 6.2% recorded as at 31 December 2020. The total number of machines available in the national market of
the SIBS Global Network amounted to 402,674 machines, representing an increase of 14,502 machines

(+3.7%) in relation to the total number at the end of 2020.

CUSTOMER RELATIONSHIP
M.A.R.ILA (Montepio's Automated Real-time Interaction Assistant)

In the first half of 2021, M.A.R.I.A. progressively continued to expand its capacity to provide customer care
and understand Customer intentions, enabling better execution of the contact and allowing the Customer a

more empathetic and personalised experience and the gradual building of trust.

M.A.R.LLA. started by carrying out card activation (debit and credit), rapidly progressing to receiving orders
for balance and movement queries (accounts and cards), transfers between Montepio accounts, interbank
transfers and immediate transfers. At the end of June 2021, M.A.R.I.A. recorded a score of 80% in level of

Customer satisfaction with the service, in line with the score observed at the end of 2020.
Open Banking

The Open Banking API service enables the Customer, through an app of a particular financial entity, to may

make queries/operations on accounts that are associated with one or more financial institutions.

Since SIBS’ provision of this service to financial institutions and entities that provide financial services to
Customers, under the Payment Services Directive (PSD), Directive 2007/64/ECD2, Banco Montepio offers
various functionalities, such as Bulk Payment transactions; Payment to Social Security and Single Social Tax
(TSU) Payments; consultation of Consent given to Service Providers (or TPP); Provision of Consent of
Confirmation of Availability of Funds; Management of Consent provided to Service Providers (TPP),

Information Service for Accounts | Accounts at Other Banks.
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“Servigo Montepio24 Empresas” (Montepio24 Service for Companies)

In the first half of 2021, Banco Montepio provided the possibility of subscription to packages of solutions for

Companies on the web channel.
“Servigo Montepio24 Particulares” (Montepio24 Service for Individuals)

In the first half of 2021, Banco Montepio provided the MB WAY service on the
app of the “Servico Montepio24 Particulares” (Montepio24 Service for
Individuals), enabling Customers to pay in the shop, send money immediately

free of charge, and receive money rapidly.

In the first half of 2021, Banco Montepio continued to take measures to mitigate the effects associated to the

Covid-19 pandemic and pursued the digital transformation process, with the following being noteworthy:
Personal Credit online

In May 2021, Banco Montepio launched a new multichannel, flexible and simple functionality, available at all
times, to apply for Personal Credit. Following on from the Personal Credit 100% online, launched in 2019, for
eligible Customers and up to the maximum value of 5,500 euros, a new functionality was developed that
enables, in a fast and online manner, any Customer to submit a Personal Credit application, for any purpose
or amount, and obtain a decision, without having to physically go to a Banco Montepio branch. This
represented yet another step towards helping to simplify the Customers’ life and relationship with Banco
Montepio, complemented with the launch of the “pouco pio” (little chatter) Personal Credit multimedia

campaign aimed at supporting families to achieve their personal projects, irrespective of what they may be.
Corporate Innovation

Throughout the first half of 2021, Banco Montepio pursued its strategies of innovation towards increasing the

digitalisation index and deepening the response in the context of the pandemic situation caused by Covid-19.

To this end, two loan simulators for companies were added to the two already provided in the second half of
2020. Therefore, the previous simulators - “Linha de Apoio a Economia COVID-19 - Micro e Pequenas
Empresas (08.2020)" (Covid-19 Economy Support Line - Medium and Small Enterprises (08.2020)) and
“Linha de Apoio Setor Social COVID-19 (11.2020)” (Covid-19 Social Sector Support Line (11.2020)), were
further enhanced by the “Linha de Apoio a Economia COVID-19 - Agéncias de Viagens e Operadores
Turisticos (03.2021)” (Covid-19 Economy Support Line - Travel Agencies and Tour Operators (03.2021)) and
the “Linha de Apoio a Economia COVID-19 - Médias e Grandes Empresas do Turismo (05.2021)” (Covid-19
Economy Support Line - Medium and Large Tourism Companies (05.2021)), all still being offered.

These simulators are accessible from Banco Montepio’s public website, available to Customers and
non-Customers, and constitute a differentiating factor in view of the non-existent offer of similar simulators by
any of the other players of the banking sector. These simulators provide an easy digital experience presenting
a summary of the line with a comparator for understanding the impact of the different variables in the
instalment plan, where Customers and non-Customers may, at the end, request a contact to discuss the
intended plan.
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With these simulators, Banco Montepio revealed that it socially supports Customers and non-Customers in a
pandemic context, both via the individual protection of users who wish to explore the website in search of the
payment plan most suited to their reality, who would otherwise have to go to a branch, and due to the fact of
having rapid access to the information of each of the credit lines and taking the first steps towards

accomplishing the loan application.

On the other hand, the available credit lines in these simulators are comprehensive, including some of the
sectors most affected by the pandemic for which the State provided support lines with mutual guarantee,
including Micro and Small-Sized Enterprises, Social Sector, Travel Agencies and Tour Operators as well as
Medium and Large Tourism Companies. Here, the line for Travel Agencies and Tour Operators, in addition
to companies, also sought to support individuals, as it was designed for the very specific purpose of refunding

values paid for travel that was not made or cancelled.
APProva

Banco Montepio launched APProva, a new strong authentication application that further increases the
security of online transactions. This application has the advantage of being separate from the current digital
channels and is available at iOS and Android stores, for download free of charge. All online payments that
require strong authentication must be approved through the APProva application, replacing the SMS 3D
Secure. APProva replaces the use of the Matrix Card and SMS Code, both to validate transactions in the
Montepio24 service, and to authenticate this service every 90 days. For transactions that need two or more

authorisations, APProva is prepared to support various devices and users.

With the launch of this application, the oldest financial institution in Portugal continues focused on innovation,

accompanying market requirements, with the mission of simplifying the life of its Customers.

The Banco Montepio Group develops a series of banking and financial service activities, with special focus

on retail banking in Portugal, but also abroad.

The Group's business segments cover: in domestic activity, Commercial Banking, comprised of Retail
Banking, the Social Economy and Specialised Credit developed by Montepio Crédito, and Asset
Management promoted by Montepio Valor, Corporate and Investment Banking developed by Banco de
Empresas Montepio; as well as complementary services, ensuring through SSAGIncentive, Sociedade de
Servicos Auxiliares e de Gestdo de Iméveis, S.A., and; abroad, the activity developed by the subsidiaries

Finibanco Angola and Banco Montepio Geral Cabo Verde.

The Group's target Customer segments consist of Individuals, Companies, with emphasis on small and
medium-sized enterprises, the middle market, and Social Economy. Banco Montepio's business model is
Customer driven, focused on the well-being of families, on supporting the social economy and on attention
to the needs of small and medium-sized enterprises and based on values of proximity, trust, solidity,

transparency, tradition, innovation and inclusion.

Banco Montepio provides a series of banking products and financial services that include the entire offer

inherent to the universal banking activity, namely the capture of deposits, credit concession and financial
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services for companies and individuals, custody and, furthermore, the marketing of investment funds and life

and non-life insurance.

Its international activity has been developed through Finibanco Angola, Banco Montepio Geral Cabo Verde
and by its representation offices. The equity stake in Finibanco Angola is undergoing a downsizing process,
following the strategic redefinition of the international equity holdings, and, considering the new legal
framework of Cape Verde and having weighed up all the relevant strategic options, the Board of Directors of
Banco Montepio decided not to promote the changes required to adapt its subsidiary Banco Montepio Geral
Cabo Verde to a bank with general authorisation and, consequently approved the procedural initiatives

stipulated in the Law for its voluntary dissolution and orderly liquidation.

As at 30 June 2021, the operations in Portugal accounted for 98.5% of total assets, 99.8% of total loans to
customers (gross) and 99.0% of total customer resources; Banco Montepio had a network of 278 branches
in Portugal, serving 1,321 thousand Customers, composed of 158 thousand Companies and 1,163 thousand

Individuals, with market shares of 5.1% in Deposits and 5.3% in Loans to customers.

BUSINESS SEGMENTS OF THE BANCO MONTEPIO GROUP

Retail Banking
(Individuals and Companies) Individuals

Social Economy

Commercial
I Banking
Specialized Credit
Companies, with

Asset Management a focus on SME
Banco _ and Middle
Montepio

Market

Corporate and Investment Banking

Finibanco Angola

Internacional

Activity Social Economy

Banco MG Cabo Verde

As at 30 June 2021, Bank Montepio's customer deposits stood at 12.6 billion euros, with individual customers
representing 76% of this amount, and gross loans to customers reached 12.3 billion, with 52% being

individual customers and 48% being companies and institutional customers.
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Structure of Customers Deposits Structure of Loans to Customers (Gross)
30 June 2021 30 June 2021

48%

= Individuals = Companies and Institutional = Individuals = Companies and Institutional

The main highlights of the first half of 2021 are presented below with respect to the Banco Montepio Group's
offer of financial products and services, by segment of target customers — Individuals, Companies and Social
Economy.

Banco Montepio's offer for the Individuals segment prioritises the encouragement of saving, faithful to its
centenary vocation as a saving institution, namely through the attraction and retention of resources, by
providing deposits with different features and maturity periods, as well as the stimulation of credit solutions
that meet the Customers’ needs and wishes.

DEPOSITS

In the first half of 2021, Banco Montepio continued to market the “Poupancga +Rendimento” (Saving +Income)

term deposit aimed at encouraging the Customers to save through the capture of new capital.

Banco Montepio also continued to provide a unique offer, named “Conta
Cresce” (Grow Account), which has a Sight Deposit account and two Term
Deposit accounts (“Poupanca Cresce 1 ano” (Grow Saving 1 year) and

“Poupanga Cresce 3 anos” (Grow Saving 3 years)), aimed at encouraging

saving among the youngest cohorts (from 0 to 17 years old).

Furthermore, with a view to facilitating the diversification of investments by Customers, Banco Montepio
offered various Structured Deposits, that cannot be withdrawn in advance, but have guaranteed capital upon
maturity (covered by the Deposit Guarantee Fund). The potential remuneration is related to the performance
of the underlying assets, such as previously selected corporate shares (Pharmaceuticals, Information

Technology Companies, among others).

In this regard, special note should be made of the “Banco Montepio Sustentabilidade Mar.2021” (Banco
Montepio Sustainability Mar.2021) structured deposit, with remuneration dependent on the performance of 3

Environmental, Social and Governance (ESG) international corporate shares.
INVESTMENT AND PENSION FUNDS

In the context of the offer of Investment Funds, Banco Montepio ensures the distribution of Securities
Investment Funds managed by Montepio Gestdo de Activos, Sociedade Gestora de Fundos de Investimento,

S.A. and two Real Estate Investment Funds, the “Fundo Valor Prime” (Prime Value Fund) and “Fundo VIP”
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(VIP Fund), managed respectively by the holding companies Montepio Valor - Sociedade Gestora de Fundos

de Investimento, S.A. and SILVIP - Sociedade Gestora de Fundos de Investimento Imobiliario, S.A.

In the first half of 2021, the following campaigns promoted by Futuro - Sociedade Gestora de Fundos de

Pensdes, S.A. were particularly notable:

e "Com Poupancas tudo parece Low-Cost” (With Savings everything seems Low-Cost), and

e “Realize os seus Planos” (Accomplish your Plans). The
main goal of the latter was to encourage the first retirement

saving plan (PPR) subscription by younger Customers, in BREEEL

poupanca e invista

addition to the perspective of investment for retirement
pension through occasional or regular deposits of sums in
"PPR/PPA" (retirement saving plan/saving in shares plan),

whose subscription can be done via web, on the Montepio24 Service.
PUBLIC SUBSCRIPTION OFFERS

In the first half of 2021, Banco Montepio participated, as a Placement Entity, in Public Subscription Offers of
Bonds of FUTEBOL CLUBE DO PORTO - FUTEBOL, SAD, and SIC — SOCIEDADE INDEPENDENTE DE
COMUNICACAO, S.A., offering its Customers the opportunity to subscribe bonds of renowned entities and

diversify their investments.
MEANS OF PAYMENT

The replacement of Debit Cards due to the change of the network of use of the card, from R

the Visa network to the Mastercard network, was completed in the first half of 2021.

To accompany the market evolution and offer more alternatives to the Customers in the
use of Credit Cards and Prepaid Cards, Banco Montepio extended the provision of the Apple Pay Service to
these types of cards. This service enables making payments both at physical and virtual (e-commerce)

automatic payment terminals, using the Apple wallet.

Apple Pay is an Apple payment technology that enables devices of this trademark to make contactless and
online payments (to the subscribing merchants), through a wallet in which cards from all issues that had
endorsed this technology can be added. This aims to boost the dematerialisation of cards and facilitate

payments.
INSURANCE

In Bancassurance, the simplification of services and processes prevails, in partnership with the Montepio
Group's insurers, Lusitania, Companhia de Seguros S.A. and Lusitania Vida, Companhia de Seguros, S.A.,

with a view to increasing efficiency and improving the Customers' experience.

In the first half of 2021, note should be made of the distribution of the “Kit Seguro Lusitania” (Lusitania
Insurance Kit) to Banco Montepio Customers, according to certain conditions, composed of a reflective bag
and vest, a transparent pouch with an accident report form, a sticker pocket for the insurance label, and a

lanyard/key-chain.
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COMMERCIAL SOLUTIONS

In the first half of 2021, Banco Montepio continued to offer integrated product and service solutions, the “Mais
Consigo” and “Mais Contigo” (More With You) accounts, which facilitate the Customer's daily account
management, providing the products and services that are most used on a daily basis at a more attractive
price than if they were acquired individually.

CREDIT

Pursuing the goal of repositioning itself as a bank specialised in Mortgage Loan products, and considering
that the relevant factors in the choice of a mortgage loan are the price, the service and the relationship
established between the bank and the Customer, Banco Montepio has continued to develop initiatives aimed
at boosting its mortgage loan solutions, while keeping the focus on exceptional measures of protection of
loans in the context of the Covid-19 pandemic.

In the first half of 2021, special note should be made of the new Personal Credit campaign, where Banco
Montepio shows that, in a responsible manner, it is always alongside its Customers, supporting their projects
whatever they may be, without asking too many questions.

Banco Montepio's offer for the Companies segment focuses on simplification, consistency and easy use as
critical success factors for differentiation in the segment, through a model of commercial follow-up based on

the specialisation and size of the Customers.

COMMERCIAL SOLUTIONS

In the first half of 2021, Banco Montepio redesigned the commercial solutions “E.mpreendedor”

(E.Enterpreneur), “E.mpresario” (E.Businessperson), “E.xpert” (E.Expert) and “E.Social” (E.Social),
and integrated offer of products and services aimed at facilitating daily financial management, while
simultaneously ensuring the Corporate Customer relationship and transactionality, combining the products

and services that are most used at a lower price than if they were acquired individually.
CREDIT

In 2020, recognising the exceptionality of the situation and emergency triggered by the Covid-19 pandemic,
Banco Montepio approved exceptional measures aimed at supporting workers and companies towards the
normalisation of their activity. In this scenario, in the first half of 2021, Banco Montepio strengthened its
participation in public sector initiatives directed at stimulating the financing of companies in different aspects,

in particular:

e “Linha de Crédito Empresas Exportadoras da Industria e do Turismo” (Industry and Tourism

Export Companies Credit Line)

This credit line aims to support export companies of the industry and tourism sector, for the purpose of
supporting employment and the maintenance of jobs, as an assistance measure supporting the economy

in the current context of lower economic activity derived from the Covid-19 pandemic.
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e “Linha de Crédito Empresas Montagem Eventos” (Event Organising Companies Credit Line)

This credit line aims to finance the treasury needs of companies whose core business involves the supply
of specific services and products to support the holding of cultural, festive, sports or corporate events, for

the purpose of supporting employment and the maintenance of jobs.

Moreover, Banco Montepio concluded an agreement with the European Investment Bank (EIB), providing the
“Linha BEI Titularizagao Sintética” (Synthetic Securitisation EIB Line), directed at funding loans granted
to small and medium-sized enterprises and mid-caps, whose investment projects take place in Portugal or in
other European Union countries, in various sectors of economic activity (agriculture, industry and services).

This line also ensures the financing of medium and long-term working capital needs.
RENTING

In the first half of 2021, Banco Montepio continued to promote the offer of the “Aluguer Operacional de
Veiculos” (Vehicle Operating Renting) service, for Customers who wish to use or various vehicles for personal
or commercial purposes, with the noteworthy offer of electric vehicle solutions (electric or hybrid), associating
efficacy with sustainability. This motor vehicle solution, through the integrated offer of services provided by
Montepio Crédito, S.A., contributes in an effective manner to the rational management of the Customers'

vehicles.
“PROGRAMA FINCRESCE | PME LiDER 2020” (FINCRESCE | SME Leader 2020 PROGRAMME)

The “Estatutos PME Lider 2020” (SME Leader 2020 Status) were attributed in the
first half of 2021. This corporate reputation seal, created by IAPMEI - Agéncia para a
Competitividade e Inovacgdo, I. P., seeks to distinguish the merit of national small and
medium-sized enterprises (SME) with superior performance and is awarded in

partnership with Turismo de Portugal, a group of partner banks and the mutual

guarantee societies, based on the best risk ratings and economic-financial indicators.

The Management Entities of the SME Leader Status also award the “Estatuto PME Exceléncia” (SME
Excellence Status) to a subset of companies with SME Leader Status with the most outstanding merit of their

performance.
SERVICES
Automatic Payment Terminal (POS)

Banco Montepio continues to provide automatic payment terminal at point of sale in various formats: “TPA
Fixo” (Fixed POS), “TPA Moével GPRS” (GPRS Mobile POS) and “TPA WI-FI”
(Wi-Fi POS). The innovative POS mobile solution (Touch2Pay), which enables

accepting payments in a fast and safe way, at any place, continues to stand out

in particular. The offer is composed of a payment app which is available for iOS

(chip), Magnetic Band and Contactless.
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"Servico Net Global" (Net Global Service)

Banco Montepio continues to provide an unlimited series of transfers via web, telephone and app for
Customers that have joined the "Servico Montepio24 Empresas" (Companies Montepio24 Service), for a
single monthly fee. After activation, the service is valid for all the current accounts held by the company. For
all other functionalities (Urgent Transfers, SPGT Transfers or Transfers of credit SEPA+ by XML File -

payments and collection), not included in the service, the defined price list is maintained.

In the first half of 2021, marked by the persistence of the Covid-19 pandemic, with significant economic and
social impacts affecting families, companies, and social and solidarity economy entities (EESS), Banco
Montepio continued to accompany the Social Sector and upheld its important role as the Social Economy

Bank in Portugal.

The EESS are followed-up by the Commercial Department of the Social Economy and Public Sector
(DCESSP), an area complementary to Banco Montepio’s branch network, composed of an experienced team
spread from the north to the south of the country, with specialised knowledge of the sector, its needs and

different areas of action.

As a result of the work developed by the commercial teams of dedicated managers, at the end of the first half
of 2021, Banco Montepio achieved a penetration rate in Social and Solidarity Economy Customers (with
social purposes) of 27%. Continuing its focus on granting loans, both to support treasury and to support
investment projects, Banco Montepio achieved a credit market share of approximately 13%, representing
growth of approximately 30% in the portfolio of loans to these Customers compared to the same period of
202083,

The provision of unique solutions that add value to the daily life of EESS is another of the differentiating
factors of Banco Montepio. Within the offer provided by Banco Montepio, the following anchor products are
highlighted:

o “Leasing Auto Setor Social” (Social Sector Auto Leasing) is a financing mode of Banco Montepio,
a campaign created in April 2021 to ensure the mobility of Social Economy Institutions, that enables
the acquisition of light vehicles, passenger or goods (transformed for home support or mobility), by
Social Economy Institutions, with differentiated conditions in terms of pricing and insurance;

e “Solugdo ESocial” (ESocial Solution) is an integrated solution of products, services and exclusive
benefits for EESS. This solution includes a unique product on the market, the “Conta Acordo”
(Agreement Account);

e “Conta Acordo” (Agreement Account), is an exclusive product of Banco Montepio, created to
facilitate and ensure treasury needs that could arise before receiving State funds. This is an exclusive
overdraft facility for private social solidarity institutions (IPSS) to facilitate treasury management;

e Specific Covid-19 treasury support lines aimed at providing liquidity to EESS so that they can

focus entirely on their response to social problems:

3 Credit Balance reported by the Monetary and Financial Statistics (Banco de Portugal) in the heading of “ISFLSF — InstituicGes sem
Fins Lucrativos ao Servigo das Familias” (Non-Profit Institutions at the Service of Families).
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o “Linhade Apoio ao Setor Social Covid-19” (Covid-19 Social Sector Support Line), a credit
line aimed at supporting the treasury of EESS to cope with the Covid-19 pandemic;

o “Linha de Crédito +Impacto Social” (+Social Impact Credit Line), an exclusive credit line
of Banco Montepio that seeks to help institutions to foster social inclusion;

o “Linha de Crédito Fundo para a Inovagao Social (FIS)” (Social Innovation Fund Credit
Line), a line that aims to facilitate access to bank financing and improve the financing

conditions of Social Innovation and Entrepreneurship.

Since the start-up of the Government's Economic and Social Stabilisation Programme and the Protocolled
Lines, by the end of the first half of 2021, Banco Montepio had financed more than 62 million euros in the
specific Protocolled Line for the Social Sector, directed at supporting treasury and working capital needs of
EESS. Complementing this, in an attempt to put investment back on the agenda, in the first half of 2021,
Banco Montepio focused strongly on the “Linha de Crédito +Impacto Social” (+Social Impact Credit Line), by
providing financing of more than 40 million of euros to projects that will significantly contribute to expand the
network of facilities, increase quality and to boost the incorporation of innovation and sustainability in EESS

social responses.

As a reference financial partner, Banco Montepio extended its “Bolsa de Parceiros Estratégicos” (Pool of
Strategic Partners) that support EESS, and currently receives the support of four social consultants: “Aposta

nas Pessoas”, “Turnaround”, “ValeConsultores” and “4Change”.

The Bank also established “protocolos comerciais” (commercial agreements) with institutions that make a
difference in society, seeking to contribute in a positive manner in their activity. These agreements with

structures representing the Social and Solidarity Economy included in particular:

e Casado Professor, the oldest social solidarity association in the country, created for the purpose of
supporting teachers of all educational levels;

e Confederacdo Nacional das Instituicbes de Solidariedade (CNIS) (National Confederation of
Solidarity Institutions), the confederated organisation of private social solidarity institutions (IPSS), of
national scope and non-profit making;

e Confederagdo Portuguesa das Colectividades de Cultura, Recreio e Desporto (CPCCRD)
(Portuguese Confederation of Cultural, Recreational and Sports Collectivities), which represents the
collectivities or other associations of culture, recreation and sports;

e Diocese do Algarve (Diocese of Algarve), whose territory corresponds to the district of Faro, with a
population of close to 400,000 usual residents;

e Diocese do Porto (Diocese of Porto), located in the North of Portugal along the Atlantic coast,
covering 26 municipalities, 17 of which belong to the district of Porto, 8 to the district of Aveiro and 1
to the district of Braga. The Diocese population is around 2,000,000 inhabitants;

e Federacdo Nacional das Associagcdes Juvenis (FNAJ) (National Federation of Youth
Associations), which has a determinant political representation, defending and promoting the
interests of youth associativism before the public powers, through critical and active participation;

e Federacdo Nacional de Cooperativas de Solidariedade Social (Fenacerci) (National Federation
of Social Solidarity Cooperatives), the representative body of the cooperatives of this sector, aimed
at structuring suitable solutions for the development of intellectually disabled persons, in addition to
supporting and promoting their inclusion in society;
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e Federacédo Nacional do Voluntariado em Saude (FNVS) (National Federation of Voluntary Health
Action), which acts in the area of volunteering in health, developing and expanding its social support
base concerning this type of voluntary action and the improvement of the services provided to the
beneficiaries;

e Liga dos Bombeiros Portugueses (League of Portuguese Fire-Fighters), founded in 1930, is the
Confederation of Fire-Fighter Associations and Brigades of any nature, voluntary or professional,
that, being legally established and effectively active, observe the requirements of the general law and
statutes of the Liga dos Bombeiros Portugueses, and propose to accomplish the ends stipulated
therein;

e Rede de Universidades da Terceira Idade (RUTIS), a private social solidarity institution of public
utility that supports the community and senior citizens;

e Unido das Misericérdias Portuguesas (UMP) (Union of the Portuguese Misericordias), created in
1976 to guide, coordinate, boost and represent the Santas Casas de Misericérdia, defending their

interests and organising services of common interest.

In view of the existing rules and restrictions as a consequence of the Covid-19 pandemic, institutions are

focusing on the digital, conducting and providing a variety of events online. Banco Montepio thus remained

at the side of the EESS. In this sphere, some of the projects and initiatives carried out during the first half
of 2021 are highlighted below:

“E-Social”, a 360° communication platform of Banco Montepio directed at all stakeholders of the Social
Sector. With the mission of stimulating and disseminating this area and its participants in the most varied
forms of action, the social networks Instagram and Facebook (@montepioesocial) of E-Social worked as
a meeting point of causes, initiatives, projects, challenges, exhibitions and disclosure of the best that is
being done in the Social Economy, in Entrepreneurship, in Social Innovation and in Sustainability in

Portugal;

“#TodosJuntos” (#AllTogether), a social solidarity initiative, launched by ten banks of the Portuguese
financial system, that included Banco Montepio. The “#TodosJuntos” solidarity campaign, held from 19
May to 15 June 2021, raised 2.5 million euros for food support for the more vulnerable families, in the
context of the Covid-19 pandemic, through EESS countrywide. The total amount raised enabled the
acquisition of basic foodstuffs (such as, for example, milk, cereals, rice, olive oil, beans, pasta and tuna)

and 20% of the total value raised was used to purchase urgent medication;

“1.2 Feira Digital Social” (1st Digital Fair), an initiative organised by NERSANT - Associagéo
Empresarial da Regido de Santarém (Business Association of the Region of Santarém), held during the
month of March 2021 which received the support and participation of Banco Montepio. Directed at the
Social and Solidarity Economy, the main goal of the Digital Social Fair was to present the institutions and
their areas of action, as well as products and services of the companies associated to this activity sector.
This initiative also enabled Banco Montepio to promote three sessions linked to the areas of the social

economy, social entrepreneurship and sustainability;

Presentation of financing solutions for IPSS organised by UDIPSS Leiria (District Union of the Private
Social Solidarity Institutions of Leiria) and promoted by Banco Montepio. This online initiative, held on 18

May 2021, was attended by different institutions, members of UDIPSS Leiria.
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Support to the “Campanha Pirilampo Magico 2021” (Magic Glow-Worm Campaign 2021)

Banco Montepio supported the “Pirilampo Magico 2021” (Magic Glow-Worm 2021) campaign through a
donation of 10,000 euros. This is one of the largest and oldest social solidarity campaigns in Portugal with
positive social impacts on society. With this initiative, Banco Montepio aims to be at the side of FENACERCI
and its members, and strengthen its positioning in the Social and Solidarity Economy sector as a reference

agent of social sustainability in the market.
Voluntary Work in the School and Educational Community

In the first half of 2021, Banco Montepio once again joined the Junior Achievement Portugal (JAP), which
enabled Montepio Group employees to enrol and participate, in digital format, in the JAP’s voluntary work
programmes (Elementary Education; The Company (and its competitions); Start Up Programme (National

Competition) and “Brago Direito” (right-hand man/woman)).

During the academic year of 2020/2021, 20 Montepio Group volunteers completed the JAP programme
sessions, affecting a total of 732 students, and corresponding to a total of 131 hours of corporate volunteering.
In addition to the hours of volunteering in the programmes mentioned above, Banco Montepio will launch,
together with JAP, the SOCIAL INNOVATION BOOTCAMP, starting in the last quarter of 2021.

Support to the Public Sector

Public administrations and the entire entrepreneurial sector of total or majority-held public capital are the
entities comprising the Public Sector, which Banco Montepio considers fundamental to create value in the

Portuguese economy.

The Public Sector area is followed by the DCESSP, which has an experienced team with specific knowledge
of the sector, and is committed to being at the side of those whose mission is to ensure the interests of the
community. During the first half of 2021, Banco Montepio continued to monitor this segment, in particular in
the analysis of loan proposals related to public tenders. In this regard, tender awards were made to Banco
Montepio as well as proposals for overall involvement arising from the strategy of retaining the loyalty of

customers through daily products and services.

Support to Entrepreneurship and Social Innovation

In the first half of 2021, and after a year in which it was necessary for entrepreneurs and companies to
reassess and, in some cases, change their form of action, Banco Montepio continued to help to reduce the

negative impact of Covid-19, but also to stimulate entrepreneurship and social innovation in Portugal.

Banco Montepio's role was manifest through the provision of financing lines for sustainable projects, but also
with the creation of partnerships that enabled promoting equal opportunities and more inclusive and closer

society.

As a Social Entrepreneurship Partner, Banco Montepio actively participates in various dynamics of

development of technology-based and innovative ideas, projects and business ventures, in particular:

e Partnership with the “<Academia de Cédigo_>" (Code Academy), a project aimed at providing a
social experience through bootcamps on computer language. In order to help all who want to

<re>programme their life by enrolling in these bootcamps, Banco Montepio created the “Linha de Crédito
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Code Academy” (Code Academy Credit Line), specifically to support the students (<Code Cadets>) who

attended the bootcamps in Lisbon, Porto, Aveiro and Ilha Terceira.

Under the established partnership and consequent investment in the “Linha de Crédito Code Academy”

(Code Academy Credit Line), in the first half of 2021, Banco Montepio recorded:

O 0

39 Code 209,870 euros of
Academy Code Acad
Students OFﬁ]aﬁgnemy
Financed 9

“Banco Montepio Acredita Portugal (MAP)” (Montepio Believes Portugal), the largest
entrepreneurship competition of Portugal and the second largest worldwide, promoted by Banco

Montepio and by the non-profit organisation “Acredita Portugal”.

Throughout the five years of partnership, which covered the 7th to 11th editions of the competition, the

following results were observed:

o 56,063 applications for the Banco Montepio Acredita Portugal competition, of which 10,620
projects were submitted to the 11th edition of the initiative, held between 2020 and 2021. In
addition to the Social Entrepreneurship category (“Prémio Empreendedorismo Social’ (Social
Entrepreneurship Award), supported by Banco Montepio), the competition received applications
focused on the Technology area (“Prémio K.Tech” (K.Tech Award)), Innovation linked to Water
(“Prémio H20 Inovacdo by Aguas de Gaia” (H20 Innovation Award by Aguas de Gaia), Mobility
(“Prémio Brisa Mobilidade” (Brisa Mobility Award) and creation of smart cities (“Prémio Gaia 3C:
Construcéo Circular da Cidade” (Gaia 3C Award: Circular Construction of the City)), as well as
projects under the general category of the Banco Montepio Acredita Portugal competition.

o 8,252 applications for the Social Entrepreneurship category, of which 1,666 correspond to the

11th edition. This continues to be the category that received the highest number of applications.

Banco Montepio, as a Social Investor, has closely followed the best practices in the area of social

investment and, taking on the role of the Social Economy Bank, has developed various initiatives, among

which the following are highlighted:

“Projetos de Impacto” (Impact Projects), a joint initiative of Banco Montepio and Santa Casa da
Misericérdia de Lisboa (SCML aimed at boosting social investment through the Investment in 9 projects
(2 Social Impact Securities and 7 Partners for Impact), two financial instruments of the “Estrutura de
Misséo Portugal Inovagcdo Social (EMPIS) (Social Innovation Portugal Mission Structure), representing
innovative solutions for the challenges of contemporary society and enabling the combat of various forms

of social exclusion.

“Titulos de Impacto Social (TIS)” (Social Impact Securities) aim to finance, through a mechanism of
hiring and payment by results, innovative projects in priority areas of public policy, in the fields of
employment, social protection, education, health, justice and digital inclusion. In this area, support was

conquered by the following projects:
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o “Ubbu” (programming school for children);

o Gamezone Lisboa (a solution to fight against the deficit of competence in Portuguese and

mathematics).

“Parcerias para o Impacto (PPIl)” (Partnerships for Impact) finance the creation, development and
growth of social innovation projects, together with social investors. In this category, the following projects

were supported:

o “O Mundo é o meu Bairro” (The World is my Neighbourhood) (inclusion in a social housing

neighbourhood);
o “WeGuide” (support for cancer patients);
o “B5+” (work with people over 55 years old);
o “Skoola” (music for social inclusion);
o “Impulso” (creation of micro-business);
o “Robot Pepe” (therapeutic tool for active ageing);

o “Na minha praceta” (In my square) (project for regeneration of three Marvila

neighbourhoods).

e “Projecto Familia®” (Family Project®), a programme of support to families with children and young
people at risk with a view to family preservation. With the support of Banco Montepio and the Fundagé&o
Calouste Gulbenkian (Calouste Gulbenkian Foundation), financiers of the project managed by MAZE,
and implemented by the Movimento de Defesa da Vida (Movement for the Defence of Life), 180 children
and young people of Porto and Vila Nova de Gaia at risk of being institutionalised were supervised
between July 2017 and October 2020. The project’s results were presented in 2021, with a success rate
of 91% of the supervised cases, meaning that 163 of the 180 children and young people at risk remained
within their family home, corresponding to 55 more children than initially agreed with the investors, under
the TIS (Social Impact Securities). With the investment and monitoring through TIS, the success rate of
the Projeto Familia® shifted from 70% to 91%.

e “Centro de Inovagéo Social da Fundagdo Eugénio de Almeida” (Social Innovation Centre of the
Eugénio de Almeida Foundation) is a PPI (Partnerships for Impact) project. Located in Evora, this centre
supports entrepreneurs and other regional players who want to test, develop or consolidate innovative
projects and initiatives, with sustainable business models, with potential scalability, focused on social
impact that contribute to resolve social problems in zones of low population density. Following the
co-investment made by Banco Montepio between 2018 and 2020, the Social Innovation Centre (CIS)
counted on the Bank’s active participation as a speaker on initiatives, project selection panel member, in
addition to the creation of mentoring relationships between Banco Montepio employees and the teams

of the projects incubated in the CIS.

Banco Montepio, as a Social Innovation Partner, supports projects and spaces aimed at fostering

entrepreneurship in Portugal:
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o “Acredita Incubagao” (Believe Incubation), located in Vila Nova de Gaia, is an incubation project aimed
at providing support and tools to entrepreneurship in areas of the creative industries, technological

entrepreneurship and the social economy;

e “Casa do Impacto” (Impact House) created by SCML, is the home of Incubus the new generation of
entrepreneurs who believe in sustainable business models able to create social and environmental
impact. As the only partner bank, Banco Montepio is part of the Board of Curators of the Casa de Impacto
project, a reference of Social Innovation in Portugal;

¢ “Incubadora Regional de Impacto Social — IRIS” (Social Impact Regional Incubator), located in
Amarante, is an entity that aims to capture ideas and projects, and support the creation, development
and acceleration of social innovation and social entrepreneurship initiatives, promoted by the European
Investment Bank Institute and by the Associa¢do do Parque de Ciéncia e Tecnologia do Porto (Porto
Association of Science and Technology Parks).

¢ ‘“Incubadoralnovagéao Social do Baixo Alentejo” (IISBA) (Lower Alentejo Social Innovation Incubator)
is a project of the Centro Social Nossa Senhora da Graga (Our Lady of Grace Social Centre), seeking to

foster entrepreneurship and social innovation in the district of Beja;

e shlft happens Portugal, a programme for acceleration of impact projects that bring in a change of benefit
to society. Located in Lisbon, this is a diverse community whose mission is to invest in social
entrepreneurs in the transformation of their ideas into sustainable business ventures.

Microcredit

The continuation of the Covid-19 pandemic has made traditional business need to transform and develop
into new forms. Various scenarios have become installed in the labour market and, in order to foster sustained
growth in Portugal, Banco Montepio, which has a team of specialised managers countrywide in the area of
Microcredit, has provided the following anchor products:

e The “Linha de Apoio ao Empreendedorismo e a Criagédo do Préprio Emprego (LAECPE)” (Line
of Support to Entrepreneurism and Own Job Creation), composed of two distinct credit lines
(Microlnvest and Invest+) for different amounts, is directed at unemployed persons enrolled in job
centres, with ability and willingness to work. LAECPE, arising from a collaboration agreement
between Banco Montepio, the Instituto de Emprego e Formagé&o Profissional, I.P. (IEFP) and four
mutual guarantee companies (Norgarante, Garval, Lisagarante and Agrogarante), seeks to fight
against economic and social exclusion, and long-term unemployment;

e “Solugado E.mpreendedor” (E.Entrepreneur Solution), a Banco Montepio solution for new business
that is less than 2 years old, presents a selection of integrated products and services to keep the
business on the right path;

e “Solugdo E.mpresario” (E.Businessperson), a solution that supports companies at the growth
stage, presents a selection of integrated products and services to keep the business on the right
path;

e “Microcrédito (Linha Prépria)” (Microcredit (Own Line)), a special social insertion instrument for
those who, having entrepreneurial skills, have extra difficulties in accessing credit and the labour

market.
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Banco Montepio also provides access to a set of 27 protocols and partnerships with organisations of

national, district or local scope that are distinguished by their experience in the field of social entrepreneurship

and protocolled financing lines:

ACB - Associacdo Comercial de Braga (Commercial Association of Braga);

ACIS - Associacdo Empresarial dos Concelhos de Vila Franca de Xira e Arruda dos Vinhos (Business
Association of the Municipalities of Vila Franca de Xira e Arruda dos Vinhos);

ACM - Alto Comissariado para as Migracdes (High Commissioner for Migrations);

Acredita Incubacgéo, project of the Associacdo Acredita Portugal (Acredita Portugal Association);
AEBA - Associacdo Empresarial do Baixo Ave (Business Association of Baixo Ave);

AEFAFE - Associacdo Empresarial de Fafe, Cabeceiras de Basto e Celorico de Basto (Business
Association of Fafe, Cabeceiras de Basto and Celorico de Basto);

AEP - Associacédo Empresarial Penafiel, (Penafiel Business Association), in Penafiel;

AERLIS - Associacdo Empresarial da Regido de Lisboa (Business Association of the Region of
Lisbon);

AESintra - Associag8o Empresarial de Sintra (Business Association of Sintra);

Amadora Inova da Camara Municipal da Amadora (Amadora Innovates of Amadora City Council);
ANJE - Associacao Nacional de Jovens Empresérios (National Association of Young Entrepreneurs);
Associacao IRISOCIAL Incubadora de Inovagéo Social (Social Innovation Incubator Association);
B2A - Business Advisors Association;

Beira Serra - Associagéo de Desenvolvimento (Beira Serra Development Association);

Centro Empresarial INOVAGAIA (Business Centre), in VN Gaia;

DNA Cascais;

DOLMEN - Desenvolvimento Local e Regional, CRL (Local and Regional Development), in
Amarante;

FISOOT - Formagéo, Integracdo Social e Ofertas de Oportunidades de Trabalho (Training, Social
Integration and Job Offers);

IISBA - Incubadora de Inovacdo Social do Baixo Alentejo (Social Innovation Incubator of Baixo
Alentejo);

Lions Clube de Coimbra (Lions Club of Coimbra);

NERSANT - Associagdo Empresarial da Regido de Santarém (Business Association of the Region
of Santarém);

Novos Percursos, CRL (New Pathways);

Penha Empreende da Junta de Freguesia da Penha de Franca (Penha Ventures of Penha de Franca
Parish Council);

Querer Ser - Associacéo para o Desenvolvimento Social, (Wanting to Be - Association for Social
Development), in Rio Tinto, Gondomar);

RedOeiras+;

Sol do Ave - Associacdo para o desenvolvimento integrado do Vale do Ave (Association for the
integrated development of the Ave Valley);

Talentus - Associacéo Nacional de Formadores e Técnicos de Formacéo (National Association of
Trainers and Training Technicians).
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In the area of Microcredit, Banco Montepio supported in the first half of 2021:

O

O O

174,450 euros of 12 jobs
financing

10 Projects

Banco Montepio as a market leader in the “SOU MAIS - Programa Nacional de Microcrédito” (I AM

MORE - National Microcredit Programme)

“SOU MAIS — Programa Nacional de Microcrédito” (I AM MORE - National Microcredit Programme) is a
measure consisting of support to company creation projects, promoted not only by people who have special
difficulties in accessing the labour market, but also by micro-entities and cooperatives of up to 10 workers,

who submit viable projects with net job creation, particularly in the Social Economy area.

Mainly geared towards continuing to affirm Banco Montepio as a reference institution in the Social Economy,
Microcredit, Social Entrepreneurship and Social Innovation areas, and also giving its contribution in the
creation of sustainable projects from the financial point of view, Banco Montepio has participated in the “SOU

MAIS — Programa Nacional de Microcrédito” project since 2011.

This measure seeks to facilitate access to credit, through Microlnvest, belonging to LAECPE, for projects
with low value investment and financing (up to 20,000 euros), and the provision of technical support for the

creation and consolidation of projects.

The Activity Report of 2020 of “SOU MAIS”, that was disclosed by CASES - Cooperativa Anténio Sérgio para
a Economia Social in 2021, reveals that Banco Montepio was the most outstanding financial institution in the
“Sou Mais” National Microcredit Programme, having accounted for 34.51% (4,624,743 euros) of the total
financing (13,400,723 euros) granted between 2011 and 2020.

In addition to the financial support through the areas of entrepreneurship and microcredit, Banco Montepio
participated in events, in order to contribute to the positive change of those who attended, with the following
events having been of particular interest:

o ‘“Mercado de Financiamento” (Financing Market), an online session organised by NERSANT, held
on 23 February 2021. At this initiative, a number of projects were presented to various bank entities,
including Banco Montepio;

e “Inclusdo Social: Da Teoria a Pratica” (Social Inclusion: From Theory to Practice) was the motto
of the two sessions organised by Casa do Impacto, where Banco Montepio presented its internal
initiative “Programa de Mentoria Mulheres Montepio” (Montepio Women Mentoring Programme). 26
February and 3 March were the dates when the events linked to Sustainable Development Goal 5
(SDG 5 - Gender Equality) were held, addressing equality as a whole applied to the organisational
and business context;

e “Oportunidades ligadas aos apoios, financiamento e entrada na Europa” (Opportunities
linked to support, financing and entrance into Europe) and “Speed Meeting Mentores”
(Mentor Speed Meeting), organised by Acredita Portugal and Turismo de Portugal under the

“Programa Aceler@Tech” (Aceler@Tech Programme), held on 31 March and 5 May, respectively;
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"RP a Primeira Vista" (PR at First Glance), held under the 4th Edition of the PR OPEN DAY of the
Escola Superior de Comunicacao Social (ESCS) (Higher Education Social Communication School),
on 30 April 2021. The final year students of the undergraduate degree in Public Relations and
Business Communication (RPCE) were given the opportunity to introduce themselves to
organisations of various activity sectors. Banco Montepio, that was part of the initiative, had the
opportunity to give feedback, contributing to improve the efficacy of the applications to the job
market;

Entrepreneurs Talks, integrated in the Banco Montepio Acredita Portugal competition. Banco
Montepio energised the session "Financiamento para o Empreendedorismo Social” (Financing for
Social Entrepreneurship), held on 26 April 2021;

“l Congresso de Educagao, Cidadania e Empreendedorismo” (First Congress on Education,
Citizenship and Entrepreneurship), an event aimed at fostering the updating and discussion of topics
related to education, citizenship and entrepreneurship of society. The initiative took place on 13 May
2021 and was orchestrated by the organisation 1 por tod@s (1 for all), with the support of Acredita
Portugal;

Ciclo de Conversas online (Cycle of Conversations Online), under the 10 years of implementation
of “SOU MAIS — Programa Nacional de Microcrédito” (I AM MORE - National Microcredit
Programme). Composed of three thematic sessions related to the Programme and its summing up,
Banco Montepio was present and gave its testimony during the panel of the first session,
“Empreender em tempo de crise” (Being enterprising in times of crisis), held on 20 May 2021,

addressing the question “What is it like to finance these projects in the current context?”.

Sustainability

The financial services have a crucial role to perform in the transition to a sustainable global society in line

with the 17 Sustainable Development Goals (SDG) of the United Nations, namely in the areas of

environmental regeneration, social inclusion and economic prosperity. Thus, and with a view to contributing

positively to the environment and the different communities, Banco Montepio is present in a set of key

external representations, embodied in working parties, committees, commissions and councils:

Entity

Representation

APB — Associacao Portuguesa de Bancos (Portuguese
Association of Banks)

Member of the Management Board
Member of the Sustainable Finance Working Group

APEE — Associacéo Portuguesa de Etica Empresarial
(Portuguese Association of Business Ethics)

Member of Technical Commission 217 - Sustainable
Finance

Social Responsibility Commission of the ESBG - European
Savings Banks Group

Member of the Board
Member of the Coordinator Committee

JAP - Junior Achievement Portugal
Ministry of the Environment and Energy Transition

Member of the Board

Member of the Reflection Technical Group for
Sustainable Financing

Fundacéo da Juventude (Youth Foundation)

Member of the Board of Founders
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Banco Montepio continues focused on working the dimension of sustainability, in order to integrate
Environmental, Social and Governance (ESG) factors in the various areas of action within the institution.
Alongside the project in course, Banco Montepio accomplished various actions in the first half of 2021,

namely:
Environmental

e Launch of a mortgage loan campaign with benefits for housing with energy certificate A or A+;

e Creation of a digital area on its website;

e Reduction of the number of physical letters sent to Customers;

e Offer of products inducing good environmental practices;

e Initiatives directed at offsetting its carbon footprint;

e Dematerialisation of external and internal communication;

¢ Implementation of the project for separation of solid waste;

e Measures to reduce fuel, electricity and paper consumption;

e Use of more sustainable consumables;

e Replacement of heating, ventilation and air conditioning (HVAC) equipment (with R22 refrigerating
gas) with more efficient equipment with less aggressive gases for the environment (R410a and R32);

e Motor vehicle fleet replacement plan;

e Integration of sustainability criteria in market consultations.

e Support to and investment in entities and projects linked to innovation and social entrepreneurship;

e Support to projects and initiatives of the social and solidarity economy;

e Financing in microcredit and support to own job creation;

e Launch of the financial literacy programme “O Banco Explica” (The Bank Explains);

e Offer of products with social concerns and inducing social responsibility practices in Customers;

e Expansion of the penetration in the social economy market and clear differentiation of banking and
insurance products for this area;

e Visibility of EESS, through the E-Social platform, powered by Banco Montepio;

e Protocols and partnerships;

e Guaranteed integrated management of human capital;

¢ Implementation of a perspective of internal and external inclusion, respect for diversity and universal

design.
Initiatives linked to Sustainable Finance

The APEE - Associagdo Portuguesa de Etica Empresarial (Portuguese Association of Business Ethics),
which is the entity endorsing the United Nations initiative for business sustainability, United Nations Global
Compact, through the Global Compact Network Portugal, promoted an extensive debate on “O Pilar Social
das Finangas Sustentaveis” (The Social Pillar of Sustainable Finance) with the participation of financing,
investment and regulation specialists and entities. Pedro Leitdo, CEO of Banco Montepio, was one of the

speakers of the panel of the initiative, which took place on 6 May 2021.
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Subsequently, and in a year marked by the challenges of a Covid-19 pandemic at a worldwide scale, the
APEE organised the 16th Edition of the “Semana da Responsabilidade Social (SRS)” (Social Responsibility
Week) between 21 and 25 June 2021, focused on three strategic axes: the Planet, which permits and hosts
the life of the People inhabiting and caring for it through a Purpose, that moves and guides them. This initiative
includes the conference “Finangas Sustentaveis: Impacte Social do Investimento Local” (Sustainable

Finance: Social Impact of Local Investment), held on 22 June, with the participation of Banco Montepio.
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World economy

In the recent update of the World Economic Outlook (WEO), dated 27 July 2021, the International Monetary
Fund (IMF) continued to point to 6.0% growth of the world economy in 2021, but with accentuating
divergences in the post-pandemic recovery. An upward revision was made of the gross domestic product
(GDP) of the countries where vaccination is more

L . . Gross Domestic Product (GDP)
accelerated, the majority being advanced economies, such

(aagr, %)
as the case of the USA and Eurozone, with a downward
revision of all other countries, being more pronounced in the 6.0
emerging Asian countries. ::g |
According to that study (interim updating), the GDP of the 0.0 ‘ ‘ ‘ ‘
Eurozone should grow by 4.6% in 2021 and 4.3% in 2022, 2
corresponding to 0.2 p.p. and 0.5 p.p. more, respectively, :::g
than in the previous WEO (dated April 2021). The forecast .gg

2018 2019 2020 2021

for France was maintained at 5.8% for 2021 and 4.2% in
2022, and for Germany at 3.6% for 2021, but there was an World Eurozone Portugal
upward revision for 2022 (+0.7 p.p., to +4.1%), and ltaly Source: Thomson Reuters, Banco Montepio and IMF.

being particularly positive, with a significant upward revision

for 2021 (+0.7 p.p., to +4.9%) and for 2022 (+0.6 p.p., to +4.2%). However, for Spain there was a downward
revision for 2021 (-0.2 p.p., to +6.2%), but an upward revision for 2022 (+1.1 p.p., to +5.8%).

The IMF predicts that the USA should grow by 7.0% in 2021, being 0.6 p.p. more than that previous forecast,
and 4.9% in 2022, being 1.4 p.p. more than the forecasts of April 2021. These upward revisions are due to
the additional budgetary stimuli of the Biden Administration that will arrive in the 2nd half of 2021 and the

improved epidemiological situation in the country.

The divergence between these two blocks of countries arises from the pace of the vaccination process, which
should enable an increasing unlocking up of the economy, and the assistance provided by the countries. The
IMF details that close to 40% of the population in the advanced economies has already been completely
vaccinated, compared to 11% in the emerging markets and “small fraction” in the developing countries.
Another contribution to this divergence is the larger volume of budgetary support in the advanced economies,
which will reach 4.6 billion dollars in 2021 and following years, while in other countries many measures

expired in 2020 as countries attempt to rebalance public accounts.
Economy of the Eurozone

After the Eurozone economy's continued expansion throughout 2019, with annual growth of 1.3% in that year
(according to Eurostat data adjusted for seasonality and business days), it returned, as expected, to a
scenario of contraction in the first two quarters of 2020 of quarter on quarter declines of 3.6% in the first
guarter and 11.4% in the second quarter), with the economy being heavily penalised by the impact of the

Covid-19 pandemic in the region. The economy returned, also as expected, to successive growth in the 2nd
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half of that year, expanding by 12.4% in the 3rd quarter with the renewed exacerbation of the pandemic crisis
observed in the autumn and winter leading many countries to return to lockdown, causing a renewed decline
of activity in the 4th quarter (-0.6%), with GDP closing 2020 with an expressive annual average contraction
of 6.5%.

In 2021, economic activity remained constrained by the lockdown implemented at the beginning of the year,

having contracted by 0.3% in the first quarter, leading to a renewed technical recession.

The economy resumed its growth in the 2nd quarter (+2.0%), reflecting the process of gradual lifting of the
lockdown observed in the period, pointing to a return to growth, in average annual terms, in 2021. For this
year, Banco Montepio foresees growth of 4.9%, although the forecasts remain clouded in uncertainty, in the

current pandemic context.

Throughout 2020, and in order to try to mitigate the impact of the Covid-19 pandemic on the economy, the
European Central Bank (ECB) intensified its already rather expansionary monetary policy, keeping its
reference interest rates at the current historically low levels (the interest rate of the main refinancing
operations (refi rate) at 0.00% and the deposit rate at -0.50%) and having, in particular, launched a pandemic
emergency purchase programme (PEPP), which would be strengthened at the end of that year, with its
termination extended up to at least the end of March 2022. Throughout the 1st half of 2021, the ECB
continuously reiterated the need to maintain the aforesaid policy, having stated that interest rates will remain
at current levels, or lower, until inflation is close to the medium-term target, which it actually surpassed in
2021, to become symmetrical around 2%, following the ECB’s strategic review of its monetary policy (in
contrast to the previous target of close to, or below, 2%). Despite the rise in inflation observed during the first
half of the year (having shifted from -0.3% in December 2020 to +1.9% in June of this year), the ECB has

admitted its transitory nature.
Portuguese Economy

In Portugal, the year of 2020 was also marked by the severe health and economic crisis that continues to
affect the entire globe, and whose impact is being, as expected, very significant, leading to the 1st quarter of

2021 returning to contraction of activity.

The extremely marked negative impact of the Covid-19 pandemic was clearly evident throughout the first half
of 2020, essentially reflecting the different lockdown measures taken from March 2020 onwards, which forced
the temporary closure of numerous economic activities and restrictions to the free movement of people. In
the 1st quarter of 2020, GDP thus showed a quarter on quarter contraction of 4.4%, with the subsequent, as
expected, severe intensification of the rate of economic contraction in the 2nd quarter of 2020 — more affected
by the impact of the actual containment measures — which declined by 15.2%, representing the highest rate

of quarter on quarter GDP contraction of the democratic regime.

Subsequently, the gradual lifting of the containment measures, in a context of relative control of the Covid-19
pandemic, was reflected in a strong and vigorous return of economic activity to growth in the 3rd quarter of
2020, with an expansion of 14.7% (in turn, representing the highest rate of quarter on quarter GDP expansion
of the demaocratic regime), growing once again in the 4th quarter of 2020, but showing a marked slowdown
to 0.3%, reflecting the new exacerbation of the pandemic crisis and the need to implement partial lockdown

measures in November and December 2020.
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The return to growth in the second half of 2020 was insufficient to prevent the Portuguese economy from
recording an expressive annual average contraction of 8.4% in 2020, having returned to declines, after having
grown by 2.7% in 2019, 2.8% in 2018 and 3.5% in 2017, with this last figure representing the highest growth
rate since the beginning of the millennium. This was the most intense decline of GDP of the current National
Accounts series (the strongest decline since at least 1910, according to the long-term series of Banco de
Portugal), which reflects, as mentioned above, the markedly adverse effects of the Covid-19 pandemic on

economic activity.

In the meantime, in 2021, and with a view to halting the intensification of the pandemic crisis at the beginning
of the year, the Government was forced to implement a new lockdown, in mid-January, which would
subsequently be reinforced, and that led, as expected, to the Portuguese economy returning to activity
contractions, with GDP falling quarter on quarter by 3.3% in the 1st quarter of 2021. However, the gradual
lifting of the lockdown measures throughout the 2nd quarter of 2021 and the economy’s progressive return
to normality enabled GDP to return to quarter on quarter growth of 4.5% in that quarter, with expectations
pointing to continued economic recovery up to the end of the year, notwithstanding the exacerbation of the
pandemic crisis observed between the end of the 2nd quarter and beginning of the 3rd quarter, due to the

rapid spreading of the Delta variant of Covid-19.

Consequently, Banco Montepio's current forecasts point to a return to GDP growth in annual average terms
in 2021, to 4.6%. Nevertheless, it should be stressed that these forecasts, due to having been made while in
the midst of the pandemic context, still remained shrouded in great uncertainty, as the downward risks depend
precisely on the future evolution of the pandemic crisis (namely the possible emergence of strains that are
highly contagious and/or resistant to the vaccines) and the possible need to strengthen the lockdown, both
in terms of severity and measures taken, and in terms of duration of the lockdown. The upward risks arise
from the possibility of the economy continuing to be highly resistant, and from the Covid-19 pandemic, at a
national and international level, being able to evolve in a more favourable manner, namely as a result of the

vaccination processes.

The evolution of public finance in 2020 was naturally strongly affected by the circumstances of the serious
health and economic crisis that the country has been experiencing, and that, as noted above, extended
throughout part of the first half of 2021, with the budget deficit reaching 5.8% of GDP in 2020, representing
a severe deterioration compared to the 0.1% surplus observed in 2019 (the first budget surplus of the
Portuguese democracy). Banco Montepio’s forecasts point to a renewed deficit in 2021, but easing to 4.0%
of GDP (the Government assumed a deficit of 4.3% in the “OE 2021” (State Budget for 2021) and
subsequently predicted a deficit of 4.5% in the “PE-2021/25" (Stability Programme for 2021-2025). In the 1st
quarter of 2021, the budget deficit reached 5.7% of GDP, in marked exacerbation compared to the 1.1%
deficit observed in the same period of the previous year in which the economy was only affected by the
pandemic at the end of the quarter. In the meantime, the deficit descended to 5.3% of GDP in the 2nd quarter
of 2021 (well below the -10.6% in the same period of the previous year). Banco Montepio’s forecasts thus
reflect the expectation of a progressive relief of the situation by the end of the year, with economic recovery
following the decline of activity displayed in the 1st quarter (as occurred in the 2nd quarter and also in the 3rd
quarter), with increased revenue due more private consumption, and lower expenditure due to less need for

assistance, being expected.
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The labour market witnesses an aggravation of the unemployment rate in 2020, to 6.9%, following the
reduction in 2019, from 6.5% observed in 2018 to 7.0% (prolonging the downward trend since the peak
reached at the beginning of 2013, of 17.5%). In 2021, the unemployment rate fell in the 1st quarter, from
7.3% with which it had closed the 4th quarter of 2020 to 7.1%, and fell again in the 2nd quarter, to 6.7%, with
Banco Montepio foreseeing an unemployment rate of 6.9% in 2021 (Banco de Portugal forecasts 7.2%, while
the European Commission (EC) points to 6.8%, the Organisation for Economic Co-operation and
Development (OECD) forecasts 7.4% and IMF points to 7.4%), with downward risks continuing to be
identified, primarily reflecting the fact that the unemployment rate may remain biased, as occurred in the first

lockdown.

Inflation, measured by the annual average rate of change of the harmonised index of consumer prices (HICP),
fell in 2020 to a slightly negative figure of -0.1% (+0.3% in 2019, and +1.2% in 2018), reflecting the low activity
levels and oil prices, as a result of the impact of the pandemic. In 2021, inflation has been showing some
volatility, having shifted from -0.3% recorded in December 2020 to -0.6% in June of this year, with Banco

Montepio pointing to a rise of annual average inflation during the year in course, but merely to 0.7%.
Other economies

Concerning other economies, it is noted that in Angola, the declining rate of GDP intensified in 2020 (-5.4%,
compared to -0.5% in 2019 and -2.0% in 2018), essentially reflecting the direct impact of the economic crisis
caused by the pandemic and the indirect impact on oil prices. According to the most recent official data
available, GDP fell year-on-year by 3.4% in the 1st quarter of 2021, representing the 7th consecutive quarter
of contraction, although easing (-5.5% in the 4th quarter of 2020, -6.6% in the 3rd quarter, -8.4% in the 2nd
quarter and -1.0% in the 1st quarter), with quarterly growth expected up to the end of the year, pointing to an

annual average growth of 1.2% in 2021.

Regarding Cape Verde, likewise reflecting the impact of the pandemic crisis, a strong GDP decrease was
also observed in 2020 (-14.8%, after +5.7% in 2019), primarily reflecting the decline in the important tourism
sector. In 2021, GDP showed a year-on-year contraction of 11.0% in the 1st quarter of 2021, after a decline
of 14.3% in the 4th quarter of 2020, with a return to growth expected for the year of 2020 as a whole (+6.0%).

The performance of the markets during the first months of 2020 was naturally very affected by the impact of
the pandemic, which started to be experienced towards the end of the month of February, before the adoption
of many of the more restrictive measures in the advanced economies. This adverse impact started to become
more pronounced during the month of March 2020, with the main stock market indices dipping to their lowest
levels since mid-2016 on 23 March 2020, and volatilities increasing to figures similar to those following the

bankruptcy of the Lehman Brothers in 2008.

The markets subsequently embarked on an upward trend, leading the majority (with the main exception being
Europe) to close the year of 2020 at historical peaks, with stronger dynamics in the technological sectors,
driven by the budgetary and monetary policy measures implemented in the main economies, in addition to

the envisaged control of the pandemic.

The extremely expansionary monetary policy, initiated by the main central banks, drove the reference interest

rates to historically low levels, consolidating expectations of a prolonged maintenance of the environment of
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very low interest rates. Consequently, long-term interest rates also showed significant downward movements,

likewise, influenced by the debt purchasing programmes decided by the main central banks.

A trajectory of recovery of equity markets continued, in general, throughout the first half of 2021, with prices
persistently reflecting the low interest rates, the observed and expected economic recovery (although some
countries, like those of the Eurozone, the United Kingdom and Japan, recorded declines in the 1st quarter of
2021, due to new lockdown measures), the recovery of corporate results and the outlook relative to the

vaccination process.

Effectively, after having shown abrupt declines in March 2020, the main stock market indices embarked on
an upward trend since that date, with those declines having almost been reversed by the end of 2020 in a
large part of the geographies (where European indices were the main exceptions, in particular in the sectors

most affected by the mobility restrictions and in the financial sector).

This trajectory continued in the first half of 2021 — notwithstanding various fluctuations as a result of the
pandemic developments, the fears of inflation, of a possible need for the premature reversal of monetary
policy. Positive movements were recorded in the main equity indices in the USA, Europe, Asia and Latin

America, with a recovery of share prices also being observed in the financial sector.

During that period, in the USA, growth was recorded in the Dow Jones (+12.7%), S&P 500 (+14.4%) and
Nasdaqg (following a strong rise of +43.6% in 2020), reflecting their greater exposure to the technological
sector, which benefited, in various aspects, from the lockdown measures implemented somewhat worldwide,
with all of these indices reaching historical maximum levels in the first half of 2021 (which were later

surpassed at the beginning of the second half of 2021).

In Europe, the Eurostoxx 50 rose by 14.4%, while the United Kingdom's FTSE 100 rose less (+8.9%) and,
similarly, the Portuguese PSI-20 (+2.8%). In Asia, the Japanese Nikkei 225 appreciated by 4.9% and the
Chinese Shanghai Composite by 3.4%. The MSCI index for the emerging markets rose by 6.5%, while the
MSCI world index appreciated by 11.4%, reaching historical peaks, subsequently renewed in the second half
of 2021.

The strong increase of risk aversion observed at the onset of the Covid-19 pandemic was also evident in the
sovereign debt market, especially in Eurozone countries with higher public debt levels. The yields of
German debt fell in 2020 both in the short-term (2 years) and in the long-term (10 years), but increasing in
the first half of 2021 to become less negative. In the USA, yields also rose in the two timeframes albeit less
intensely, despite the correction observed at the end of the 2nd quarter of 2021, primarily as a result of the
downward revision of expectations on inflation and the perception that the current rise of inflation is of mainly
temporary nature, not requiring a premature reversal of monetary policy. This aspect has been reiterated by
the monetary authorities of the main economic blocks, where, in the case of the ECB, it should be pointed
out that there was a “strategic review”, at the beginning of the second half of 2021, that shifted towards a
symmetric inflation target around 2% (in contrast to the previous target of “close to, but below, 2%”"), enabling
inflation above 2% to offset the periods below this figure, in line with what had already been decided by the
US Federal Reserve (Fed) in August 2020. It should be recalled that the yields at 10 years dropped to
historically low levels in both geographies on 9 March 2020 (at the most critical stage of the Covid-19

pandemic), where, in the case of American debt, these low levels were surpassed in early August 2020.
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In mid-March 2020, the spreads of long-term interest rates of Italy, Spain and Portugal in relation to Germany
increased abruptly, even if distant from the peaks observed in 2012. The intervention of the ECB was swift
and decisive, with the announcement, on 18 March 2020, of a new programme for purchase of debt securities
especially directed at mitigating the negative impact of the Covid-19 pandemic (PEPP), which was
subsequently strongly reinforced on a further two occasions, throughout 2020, leading to the reversal of this
trend and ensuring a stabilisation of this market. This movement continued in the first half of 2021 in Greece,
Italy and, very marginally, also in Portugal. The Spanish spread rose very marginally and that of Ireland a

little more, with the latter continuing to be the lowest of the peripheral countries.

The yield rates of Portuguese debt at 10 years decreased from 0.442% at the end of 2019 to 0.030% at
the end of 2020, having reached historically low levels at the end of that year, on 15 December, with a
negative figure (-0.056%), closing the first half of the year of 2021 at 0.390%. The spreads of the corporate
credit market (Credit Default Swaps) showed slight declines in the first half of 2021, reversing their

performance in 2020.

In the first half of 2021, Euribor rates stabilised at 3 months, but increased by 1 b.p. at 6 months and by
2 b.p. at 12 months, after having sunk to historically low levels at the beginning of the year, observed in the
3-month Euribor on 6 January (-0.5560%), in the 6-month Euribor on 28 January (-0.5340%), and in the
12-month Euribor on 2 February (-0.5150%), with the low levels continuing to reflect the highly expansionary

monetary policy followed by the ECB.

Commodities showed rises of composite indices (CRB Index: +27.2%; GSCI S&P: +30.9%) in the first half
of 2021, pursuing the recovery that had already been observed in the second half of 2020, but that had not
fully annulled the declines observed in the first half of 2020, and especially at the initial stage — of enormous

uncertainty in all financial markets — of the pandemic (in March and April 2020).

An upward half-yearly performance was observed in the majority of the types of commodities, with the
exception of precious metals that are usually of a counter-cyclical nature, and that, in the most critical stages
of the pandemic in 2020, took up their traditional role as safe haven assets in periods marked by greater risk

aversion, the case of gold which reached historical peaks in early August 2020.

The strongest rise was observed in the category with greatest weight in the index, energy (+47.8%, as a
result of the marked recoveries in oil prices, after the declines recorded in 2020), with strong appreciations

also being observed in base metals, livestock and agricultural products.

Special reference should be made of the pandemic’s impact on the price of oil in 2020 which was very
pronounced and strongly influenced by the significant slump of global demand, in particular in the
transportation sector. The reduction of demand was reflected in a significant increase of stocks, which rapidly
approached the installed storage capacity, to such an extent that in the North American futures market
negative prices were actually observed in the spring of 2020 for oil delivery in the short-term. In the Brent
market, the price of oil reached a low point of 19 dollars/barrel on 21 April 2020, closing the first half of 2021
at 75.1 dollars, with a rise of 45.0% in relation to the end of 2020 (when it fell by 21.5%). WTI increased by
51.4%, after having fallen by 20.5% in 2020.
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The year of 2020, marked by the current context of the health and economic crisis, due to the Covid-19
pandemic, led to an aggravation of the framework in which banking activity is developed, introducing an

additional level of uncertainty.

In this context, the regulators announced a variety of measures to support financial institutions, in particular
the ECB measure of temporary relief from bank capital requirements (March 2020), enabling institutions to
operate temporarily with capital levels below the recommended own funds (Pillar 2 Guidance (P2G)) and the
combined reserve of own funds. This relief aimed to strengthen the credit institution’s capacity to finance the
economy and their capacity to absorb the losses that would inevitably arise from the current macroeconomic

circumstances.

Bank profitability continues to experience the impact of the conditions arising from the interest rate policy
context, added to the effect of the lower economic activity related to the pandemic crisis. In Portugal, the
decline of net interest income accentuated, with a 4.3% decrease in 2020, caused by the low interest rates,
in the meantime, having been attenuated by the increased credit and positive impact of the financing by

central banks (Targeted Longer-Term Refinancing Operation (TLTRO) Il with negative rates).

The return on assets (ROA and the return on equity (ROE) diminished in 2020 to figures close to zero,
standing at 0.05% (-0.4 p.p. in relation to 2019) and 0.6% (-4.4 p.p. in relation to 2019), respectively. In the
1st quarter of 2021, ROA and ROE increased in relation to the 1st quarter of 2020, to 0.41% (+0.18 p.p.) and
4.7% (+2.2 p.p.), respectively. The positive contribution of the results from financial operations (+0,3 p.p.) is
highlighted. The cost-to-income ratio showed a year-on-year decline of 6.1 p.p., to stand at 52.7% in March
2021 (57.8% at the end of 2020 and 59.3% at the end of 2019), reflecting the increased total operating income
and the reduction of operating costs. The cost of credit risk fell by 0.13 p.p. in relation to the 1st quarter of
2020 to 0.54%, reversing the upward trend recorded in 2020.

Despite the additional difficulties created by the health crisis, the non-performing loan (NPL) ratio actually
stayed on its downward trend, standing at 4.6% at the end of the 1st quarter of 2021, 0.3 p.p. below the figure
observed at the end of 2020 (4.9%) and well below the 6.2% recorded at the end of 2019. The NPL stock
(gross value) decreased by 386 million euros in relation to the end of 2020 (-2.7%). The NPL ratio net of
impairments reached 2.0% (2.2% at the end of 2020 and 3.0% at the end of 2019). The gross NPL ratio stood
at 9.2% in the case of non-financial companies (-0.5 p.p. in relation to the end of 2020) and at 3.4% in the
case of individuals (3.4% at the end of 2020).

The ratio of NPL coverage by impairments increased in the 1st quarter of 2021 (+0.5 p.p.) to 55.5%. In the
segment of non-financial companies, the coverage ratio increased by 0.8 p.p., to 57.3%, while in the segment
of individuals it stabilised at 50.2%

According to Banco de Portugal data, in 2020, the total assets of the banking system increased by 5.6% in
relation to the end of 2019, with an observed rise of exposure to public debt securities (+0.7 p.p. compared
to the end of 2019, to 16.2% of total assets). However, the weight of Portuguese sovereign debt in total assets
remained stable, at 8%. In the 1st quarter of 2021, a 2.8% increase was observed in the total assets of the
banking system in comparison to the end of 2020, primarily arising from the increased liquidity in central
banks (contribution of +2.6 p.p.). Between December 2019 and March 2021, liquidity in cash and deposits at
central banks almost doubled, from 24.6 to 47.2 billion euros.
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In 2020, the sectors most affected were those that most contributed to the 14.1% increase in the granting of
new loans to non-financial companies (8.3% in 2019), namely the sectors of Accommodation and Food
services (20 p.p.), Trade (7 p.p.) and Manufacturing industry (7 p.p.). Of the total amount of new loans to
non-financial companies granted between March 2020 and March 2021, 30% were under credit lines backed
by the State. The month of May 2020 was the most outstanding month in the granting of new loans to non-
financial companies, after which a decline was recorded. Mortgage loans showed a 2.6% growth of stock
compared to the 1st quarter of 2020 (2.0% in 2020), evincing strong dynamics in terms of new production,

reflecting the impact of the lockdown on the demand for new houses.

The liquidity position of the banking system continued to be at comfortable levels, with a loan-to-deposit ratio
of 83.6% at the end of the 1st quarter of 2021, despite being on a downward trend (84.9% at the end of 2020
and 87.1% at the end of 2019). The liquidity coverage ratio stood at 265.9%, having increased in relation to
the 245.9% at the end of 2020 and in relation to the 218.5% at the end of 2019.

The profile of recovery of economic activity should be reflected in the evolution of the banking business. A
scenario of weak recovery in terms of granting new loans, combined with the expected persistence of the
environment of very low interest rates in the Eurozone, will also constrain bank profitability, precluding the
internal accumulation of capital. As the end of the moratoria deadline approaches, there is also a risk that
some of these moratoria will be transformed into non-performing loans, highlighting the importance of the
temporary flexibility that was given to institutions, permitting them to operate temporarily with lower capital

levels.

The pandemic and its economic consequences continue to be the focus of risks and uncertainties, as
illustrated in the analyses of the IMF World Economic Outlook (WEOQO) since the onset of the current crisis.
The most recent update of July 2021, notwithstanding the IMF’s general optimism regarding the upswing of
the worldwide economy, highlights the strong divergence of recovery between the advanced economies and
the emerging and developing economies, stating that this divergence is due to the pace of the vaccination

process and the assistance provided by the countries.

In view of this scenario, the IMF warns that recovery is not assured, even in countries where infections are
currently at very low rates, while the virus continues to circulate at a global scale. The IMF calls for measures
that counteract this divergence, and emphasises the spreading of the Delta variant and the chance of new
variants emerging that circumvent the protection afforded by the vaccines. The IMF also points to risks if the
vaccination process is slower than anticipated, if financial conditions deteriorate rapidly because of
expectations on inflation and the action of central banks, or if the emerging and developing economies are

doubly penalised by the deterioration of the pandemic and by harsher financing conditions.

The outlook for the Portuguese economy also remains surrounded by high uncertainty, being also primarily
dependent on the evolution of the pandemic, the containment measures implemented in Portugal and in the
rest of the world, the economic policies, the evolution in terms of vaccination and the reaction of economic

agents to these developments.

In the case of Portugal, the economy's high exposure to the tourism sector — one of the most affected by the

pandemic — constitutes an extra risk factor compared to economies with greater exposure to the industrial
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sector, like the German economy. In the economic bulletin of June 2021, and looking at the medium-term, at
a projection period of 2021 to 2023, Banco de Portugal finally considered that the summing up of risks around
the projections for economic activity was biased upwards, with a considerable upward risk arising from the
impact of the pandemic crisis on family saving (the possibility of part of the saving accumulated during the

crisis period being channelled to expenditure constitutes an ascending risk for economic activity).

Moreover, Banco de Portugal considers that a short-term downward risk persists due to the adverse evolution
of the pandemic, in particular the appearance and propagation of new variants of the virus, which also
conditions the potential materialisation of some of the other risks. As an additional factor of uncertainty, Banco
de Portugal stressed the aforesaid prospects for tourism exports, which depend on the decisions concerning
the international movement of people in tourism issuing countries and in Portugal.

In turn, specifically in terms of the banking system, Banco de Portugal also highlighted, in its financial stability
report of June 2021: the outlook of low profitability, constrained by the low interest rate environment, by the
possible increase of NPL (associated to the end of the moratoria) and by the stronger competition of new
agents in the market of financial services; the increased connection between the banking system and the
public sector, through the latter's augmented exposure to public debt and the granting of loans backed by the
State. Nevertheless, Banco de Portugal recognised that a significant part of public debt is recorded at
amortised cost, which mitigates the impact of the increased yield rates of public debt on capital ratios.

On 11 March 2020, the World Health Organisation qualified the public health emergency caused by the
severe acute respiratory syndrome coronavirus 2 (SARS-CoV-2) (commonly referred to as Covid-19), which
led to the declaration of a state of emergency in Portugal, through President of the Republic decree 14-A/2020
of 18 March. The first state of emergency was enforced in Portugal up to 2 May 2020, succeeded by situations
of calamity, alert and contingency which gave way to successive renewals of the state of emergency, and

have required the adaptation of economic and social activity to the new health reality.

A series of exceptional and extraordinary measures of support to the population and the economy were
approved, with the financial sector being responsible, in particular, due to its financing function, for an

essential participation in the joint effort between authorities and economic agents.

Accordingly, simultaneously with the adjustment of their operations in order to successfully deal with the
pandemic crisis, the banks were at the front line in supporting families and companies, especially through the

granting of moratoria and State guarantees.
The response of Banco Montepio

With a legacy of 177 years at the service of families, companies and third sector entities, Banco Montepio, a
private banking institution, 100% held by national capital, has never resorted to public funds and has a specific
department that develops activity in the Social Economy area whose goal is to be increasingly closer and to

make a real difference in the lives of all Portuguese.

In this sphere, on the day that the confinement regime was decreed, Banco Montepio launched the “Conta
Acordo” (Agreement Account), a treasury support line for social economy entities in the Covid-19 context,
through which it has already supported more than 200 entities. At a time when voluntary work was essential,
Banco Montepio once again acted and immediately provided the “Seguro Voluntarios Por Todos” (Volunteers
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For Everyone Insurance), for private social solidarity institutions, aimed at safeguarding and protecting

everyone who was in the front line of the fight against the pandemic.

In a joint initiative with the Associacdo Portuguesa de Bancos — APB (Portuguese Banking Association),
Banco Montepio contributed 230 thousand euros for the acquisition of 100 ventilators and 100 monitors,
donated to the Sistema Nacional de Saude (National Health System), to strengthen the resources available

to health professionals.

In view of the situation confronting the country in March 2020, and even before the provision of the protocolled
lines, Banco Montepio provided a series of emergency support solutions for families like the doubling of the
ceiling of the salary account, a higher credit card limit for individual Customers and a short-term line for

companies, with maturity up to six months.

At the same time, Banco Montepio's teams worked incessantly to ensure that on the first business day after
the decree of confinement, all its Customers were offered an innovative and entirely digital solution that would
enable, in a secure form and without requiring travel, a subscription to the credit moratorium in just four steps:
application for the moratorium; sending of documents; electronic signature; and automatic activation of the

moratorium.

In the context of Covid-19 and under the special assistance scheme offered to families and companies, as at
30 June 2021, the Banco Montepio Group, honouring its social commitment, granted 35 thousand moratoria

amounting to 2.9 billion euros, representing 9% reduction in relation to the end of 2020.

Support to the Portuguese business fabric is firmly rooted at Banco Montepio. New protocolled lines
specifically for companies have been subscribed since the onset of the pandemic. As at 30 June 2021, the
Bank has supported national companies with a total contracted amount of 405 million euros, of which 364

million euros were used, with the following lines being highlighted:

e “Apoio a economia Covid-19” (Covid-19 support to the economy);

o “Capitalizar 2018 Covid-19” (Covid-19 Capitalise 2018);

e “Investe RAM Covid-19” (Covid-19 Autonomous Region of Madeira Invest 2018);

e “Acores Covid-19” (Covid-19 Azores);

e “Apoio ao Setor da Pesca 2020 — Covid-19” (Support to the Fisheries Sector — Covid-19);
e “Apoio ao Setor Social Covid-19” (Covid-19 Support to the Social Sector);

e “Apoiar Madeira 2020” (Support Madeira 2020).

Banco Montepio is proud to have been in the front line in supporting all the Portuguese, whether through
digital channels or through its branch network, having always kept at least one branch open in all the
municipalities in which it operates. This initiative was only possible thanks to the dedication, commitment and

resilience of the Institution’s Employees who were incessantly on the side of all Banco Montepio Customers.

In the first half of 2021, Banco Montepio, in order to mitigate the negative economic effects generated by the
Covid-19 pandemic, continued to support national companies by providing credit lines with mutual guarantee,

and also granted an extension of the grace period to about 3,000 operations.

At the same time, Banco Montepio continued its plan to stimulate Credit Lines under Protocols concluded

with the European Investment Bank (EIB) and the European Investment Fund (EIF), and also signed a new
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protocol: “Linha de Crédito FEI Uncapped” (Uncapped EIF Credit Line), of the value of 150 million euros,
which is 70% guaranteed by that entity.

Impacts of Covid-19

Banco Montepio's activity has been transversally marked by the impact caused by the Covid-19 pandemic
with effects that were experienced at the end of the first quarter of 2020 in the financial markets and
subsequently materialised in the real economy, with historical declines in economic activity, in particular via

the lockdown periods.

In fact, in the first half of 2021, Banco Montepio recorded 55.1 million euros of credit impairment, arising from
the increased credit risk caused by the Covid-19 pandemic and by the need to strengthen individual cases.
This fact partly contributed to the negative net income of -33.0 million euros in the first half of 2021 which,
however, compares favourably to the value of -51.3 million euros recorded in the first half of 2020, the period
when the impact of the Covid-19 pandemic was harshest. Other factors that influenced the negative net
income include the reduction of net interest income and net fees and commissions, reflecting the reduction
of the activity levels of economic agents, both among families and companies, and the lower transactionality
brought in by the pandemic, the effect of the moratoria on the origination of new credit operations, and the
measures to support Customers implemented by Banco Montepio, such as the suspension of fees associated

with the means of payment.

Special reference is made below of the direct impacts derived from Covid-19 related to:

e The granting of credit moratoria of the value of 2.9 billion euros, corresponding to 24.0% of the gross
loan portfolio as at 30 June 2021, with suspension of payments and consequent impact on liquidity
via lower repayment of loan instalments. As at 30 June 2021, the Banco Montepio Group granted

35,545 moratoria, of the value of 1.2 billion euros to families and 1.7 billion euros to companies.

e The significant reduction of transactionality and the legislative measures imposed on payments,

affecting total operating income via lower fees and commissions.

e The allocation of costs and investments, of over 2 million euros, to ensure the safety of the Employees
and Customers and the adaptation of workplaces to telework arrangements, engaging more than
1,400 Employees, involving the reinforcement of cleaning services, the purchase of individual

protection kits and information technology (IT) investment.

In this context, Banco Montepio activated the Crisis Management Office, ensuring business continuity, and
established a series of operational adjustment measures in the first half of the 2020 with a view to improving

operating efficiency and profitability in a sustained manner.
Outlook

The short and medium-term outlook points to adverse impacts associated with the Covid-19 context, of a
magnitude as yet uncertain, namely in terms of the commercial business, capital and liquidity, profitability,

credit quality and the reduction of non-performing assets:

e With respect to the commercial business, more specifically in terms of loans granted, the extension
of the period of enforcement of the public moratoria, created by Decree-Law 10-J/2020 of 26 March,

as well as the deadline for signing it, shall be directly reflected in terms of liquidity, via lower
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repayment of the instalments of the loan portfolio. The Group has comfortable liquidity levels,

embodied in a liquidity coverage ratio (LCR) close to 261.0% at the end of June 2021.

Concerning the capital and liquidity components, in line with the decision taken by the European
Central Bank for significant institutions, Banco de Portugal authorised that less significant credit
institutions subject to its supervision, which includes Banco Montepio, may operate temporarily at a
level lower than that recommended of own funds (Pillar 2 Guidance — P2G) and combined reserve
of own funds, and with liquidity levels lower than those of the liquidity coverage ratio. The ECB has
undertaken to allow banks to operate below P2G and the capital conservation buffers at least until
the end of 2022, without activating any supervisory measures, and has noted that the calendar for its
re-establishment should be done on a case-by-case basis according to the individual situation of
each bank, and after the results of the stress testing exercise are known. Banks are not required to

restore their capital buffers until reaching the peak of capital deterioration.

As for liquidity, reference should also be made to the European Central Bank announcement on the
implementation of a series of flexibilisation measures with positive impacts in terms of the liquidity
buffers in the financial system, aimed at mitigating negative effects of the novel coronavirus on the
financial situation of the Eurosystem's monetary policy counterparts, namely via the reduction of the
assessment margins (haircuts) applicable to tradable and non-tradable assets given as collateral, the
increased limit of concentration of unsecured debt instruments issued by credit institutions, the
enhanced flexibility of the rules of mobilisation of individual credit rights, the enhanced flexibility of
the rules of mobilisation of portfolios of credit rights, and by the acceptance of guarantees of public
entities and public debt securities. These measures have an additional positive impact on the Group's

liquidity position.

Concerning total operating income, significant negative impacts have already been experienced in
terms of fees and commissions, namely in income arising from transactions, and in terms of fees and
commissions for loans, in view of the reduction of economic activity during the state of emergency,

whose recovery rate is difficult to predict.

The impact of the cost of risk is experienced through the borrowers' lower capacity to comply with
their debt service, notwithstanding the governmental and sectoral initiatives underway, as well as the

potential downward pressure on real estate prices.

The potential risk of reduction of the opportunities to divest non-core assets implies the need to revisit
the plan to reduce non-performing loans, as well as the plan to reduce the exposure to real estate
risk. The ECB authorised the banks under its supervision to submit new plans at the end of March

2021, when the moratoria were initially foreseen to come to an end.

However, in view of the changing circumstances and the challenges facing Banco Montepio, the banking

sector and the Portuguese economy, the Board of Directors reappraised the goals and measures foreseen

in the Transformation Plan designed in 2018, and adopted a multidimensional and multiannual adjustment

programme, based on four key strategic pillars — updating of the business model, operational adjustment,

preservation of capital, and simplification of the Group.

The updating of the business model is focused on strengthening the banking services directed
at the Customer and on improving the relations of proximity in a more comprehensive mix of
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channels , on strengthening the financing to the economy, supporting the financial needs of
families and SME (in which the protocolled credit lines are highlighted), and the development of
the distribution capacity and complementary margin, in order to recover the profitability of Banco

Montepio's domestic operation.

e The operational adjustment was centred on accelerating the Bank's digital transition, by
endorsing best market practices, both with respect to the Customer's experience and operational
efficiency. Concerning the optimisation of the distribution channels, Banco Montepio resized its
physical distribution network (having closed 39 branches in 2020 and 20 in the first half of 2021)
according to their geographical coverage, profitability and market size, without placing in question
the adequate coverage of the Customer base. At the same time, the Bank approved a staff
reduction through a series of measures, including early retirement, rescissions by mutual
agreement, and labour flexibility measures to accommodate new forms of working, such as part-time
and remote work. For purposes of expansion of the limit of eligibility for social protection in
unemployment, Banco Montepio was declared a “company under restructuring” by order of the

Minister of Labour, Solidarity and Social Security, as at 31 December 2020.

e Concerning the preservation of capital, the Bank sought to improve its capital ratios by endorsing
various measures aimed at reducing its risk-weighted assets (RWA) through a more efficient
credit and securities portfolio and divestment of non-performing assets.

e Forthe simplification of the Group's corporate structure, the adjustment measures are aimed at
the sale of equity holdings in the national and international market, as well as the

modernisation and rationalisation of the Group's internal procedures.

In this regard, reference is made to the sale of almost all the Bank’s equity stakes in Monteiro Aranha S.A.,
in March 2021, and in Almina Holding S.A., in June 2021. Furthermore, the Group decided to sell the equity
stake held in Montepio Valor, S.A., and continues to take measures aimed at the deconsolidation of Finibanco
Angola, S.A. Considering the new legal framework of Cape Verde and having weighed up all the relevant
strategic options, the Board of Directors of Banco Montepio decided not to promote the changes required to
adapt its subsidiary Banco Montepio Geral Cabo Verde to a bank with general authorisation and,
consequently, approved the procedural initiatives stipulated in the Law for its voluntary dissolution and orderly

liquidation.

In this way, the operation and Customer attendance model will be adjusted, aimed at accelerating the digital
transition, adapting the service model and increasing efficiency, while preserving convergence towards the

major targets defined in the Transformation Plan, in particular:

e Increasing the robustness of the business model, strengthening the focus on products with higher
value added for the Customer;

e Accelerating the digital transition, both in-house and on Customer relations platforms;

e Enhancing efficiency, namely through the review of internal procedures and rules;

e Adjusting the distribution model with the merger of geographically redundant branches;

e Implementing new concepts and forms of working, valorising collaboration and flexibility, and

promoting greater balance between personal and professional life.
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The Retail Banking segment corresponds to the entire activity developed by the Group with individual
Customers, sole proprietorships, small and medium-sized enterprises allocated to this segment and
microenterprises, commercially referred to as the segment of Individuals and Small Businesses, essentially
originated through the branch network, electronic channels and network of promoters. The financial
information of this segment covers, among other aspects, products and services: mortgage loans, personal
or consumer credit, demand and term deposits, and other investment of savings, retirement solution products,
like "PPR" (retirement saving plans), debit and credit cards, services for management of accounts and means
of payment, services for placement of investment funds and for purchase and sale of securities and custody,
loans for treasury and investment purposes, commercial discount, leasing, factoring and renting, as well as

the placement of insurance and non-financial services.

A list of key indicators of the Retail Banking segment is given below, in accordance with the segmental

reporting of IFRS 8 and presented in the notes to the financial statements of this report.

Summary of indicators - Retail Banking (million euros)

Income Statement

Net interest income ¥ 76.8 156.5 68.9 (7.9) (10.2)
Net fees and commissions 47.8 94.3 46.1 .7 (3.6)
Total operating income 124.5 250.9 115.5 9.0) (7.2)
Operating costs ? 47.4 92.3 44.4 (3.0 6.3)
Operating income before impairment 77.1 158.6 71.2 (5.9) (7.7)
Balance Sheet
Loans to customers (gross) 8 318 8 457 8 565 247.0 3.0
Customer deposits 10 965 10 834 11 069 104.0 0.9

1) Excluding the liquidity premium and campaign neutralization.
2) Direct operating costs only.

The Corporate and Investment Banking segment (companies and economic groups with turnover equal to or
more than 20 million euros) aggregates the activity provided by the Group to small, medium-sized and large
companies, with booking at Banco Montepio and BEM, through the commercial structure dedicated to this
segment, as well as the business with the institutional Customers, namely of the financial sector, and the

activity developed in the area of Investment Banking of Banco Empresas Montepio.

The products and services offered under commercial banking include, in particular, those related to credit for
treasury and investment purposes, commercial discount, guarantees provided, leasing, factoring, renting,
operations abroad, such as documentary credit, cheques and remittances, payment and receipt services,

cards and custody services.

The Corporate and Investment Banking segment includes the Commercial Banking component that operates,

under the Group's cross-selling strategy, as a distribution channel for products and services of other
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companies of the Group, as well as the Investment Banking business, with activity in the areas of Corporate

Finance, Capital Market, Structured Loans, Financial Advice, Business Studies and Information.

A list of key indicators of the Corporate and Investment Banking segment is given below, reflecting the
integrated activity developed with companies monitored by Banco Empresas Montepio, in accordance with
the segmental reporting indicated in IFRS 8 and presented in the notes to the financial statements of this
report.

The indicators expressed in the table reflect the resistance of the level of operating income achieved in the
previous year, recording a limited decline in a particularly difficult year for companies. It should also be noted
that the decline observed in gross loan values is framed in a strategy of improved efficiency of the use of the
available capital, in particular through the promotion of initiatives of external placement of existing operations
on the balance sheet, albeit with narrow profitability levels (which in any case is also reflected in net interest
income).

That downward shift of risk-weighted assets was only partially offset by the contracting of new loan operations
with good risk levels and higher profitability, as well as by operations with lower capital consumption.
However, the new operations were also directed at progressively giving the securitised loan operations
(namely debenture loans and commercial paper) their true vocation of market instruments placed with
institutional investors.

Summary of indicators - Corporate and Investment Banking (million euros)

Income Statement

Net interest income 19.9 41.1 19.1 0.8) (4.1)
Net fees and commissions 4.6 12.4 4.6 0.0 0.7)
Total operating income 24.3 51.1 22.8 (1.5) (6.3)
Operating costs ? 4.1 8.8 4.2 0.1 3.0
Operating income before impairment 20.3 42.3 18.6 @.7) (8.2)
Balance Sheet
Loans to customers (gross) 2022 1919 1884 (138.0) (6.8)
Customer deposits 283 294 250 (33.0) (11.8)

1) Excluding the liquidity premium and campaign neutralization.
2) Direct operating costs only.

All other segments, namely comprising specialised credit and asset management, are analysed individually

herein, by the respective subsidiary in the “Subsidiary companies” section of this report.

In Angola and Cape Verde, the Group is represented by locally based financial institutions offering an
extensive range of financial products and services to individuals and companies. The international activity is

analysed in the “International activity” section of this report.

The Social Economy segment reinforces Banco Montepio's role as a reference agent in the market and with
the different stakeholders, innately incorporating the Environmental, Social and Governance (ESG) principles
in the social component. In terms of organisation of the commercial activity developed, this area also

promotes the business related to Public Sector entities.

The key indicators of this segment are presented in the table below.
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Summary of indicators - Social Economy (million euros)

Income Statement

Net interest income 1.8 4.0 1.7 (0.2) (4.2)
Net fees and commissions 0.6 1.8 0.7 0.1 21.6
Total operating income 2.4 5.7 2.5 0.1 4.3
Operating costs ? 1.5 3.0 1.7 0.2 16.6
Operating income before impairment 0.9 2.7 0.8 0.1) (15.4)
Balance Sheet
Loans to customers (gross) 121 187 198 77.0 63.7
Customer deposits 595 879 756 161.0 27.1

1) Excluding the liquidity premium and campaign neutralization.
2) Direct operating costs only.

Montepio Investimento, S.A. — Banco de Empresas Montepio

Montepio Investimento, S.A., a bank 100% controlled by Banco Montepio, through Montepio Holding, SGPS,
S.A., adopted the trade name of Banco de Empresas Montepio (BEM) on 4 June 2019, henceforth developing
Commercial Banking and Investment Banking activities in an integrated and multidisciplinary manner, aimed

at placing a complete, integrated and global offer of services on the market.

Underlying the creation of BEM was the contribution that the new model would bring as an incremental
business to the Banco Montepio Group. The launch of Banco de Empresas Montepio was accompanied by
the creation of the Corporate Banking Department (DBE), with the mission of managing commercial relations
with the Companies and Institutional segments (excluding financial sector entities) with an annual turnover
equal to or more than 20 million euros, an area particularly well suited to the development of the activity of

BEM, whose business is domiciled in the two entities according to the established specialisation®.

The Corporate Banking area supports its Customers throughout all the stages of their business cycle, with
specific solutions for every need, namely in areas related to international trade, factoring and treasury
management. The Investment Banking area - which incorporates the areas of Corporate Finance, Capital
Market, Advisory Services, Financial Structuring, and Debt and Equity Distribution - supports restructuring,
capitalisation and enhancement of the robustness of companies, thus contributing to investment and
sustainable growth of the Portuguese private sector. For such, BEM has a team of specialized professionals
working side by side in permanent coordination, to assure that the Customers receive an overall and

personalised service.

In the first half of 2021, BEM pursued its action driven by the goal of expanding the Banco Montepio Group's
offer of products and services directed to the corporate segment, especially the SME and middle market
segments, and supporting their emerging needs in the context of the Covid-19 pandemic. BEM has 7
Business Centres, distributed throughout the country, where dedicated managers receive their Customers,

identify their needs, present value propositions while cultivating relations of proximity.

4 The balance sheet of BEM records the medium and long-term financing, as well as credit securitized by financial instruments, while
the balance sheet of Banco Montepio records the remaining operations carried out with the company customers of BEM.
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As at 30 June 2021, the Net assets of BEM stood at 454.2 million euros, having increased by 1.2 million
euros (+0.3%) in relation to the value recorded at the end of 2020. This primarily reflects the growth of the
loans granted under its support to the Portuguese business structure (+10.8 million euros), despite the
reductions of Cash and deposits at other credit institutions (-3.6 million euros) and the Securities portfolio

(-5.1 million euros).

Net loans to customers amounted to 327.9 million euros as at 30 June 2021, compared to 317.1 million euros
recorded as at 31 December 2020, showing an increase of 10.8 million euros (+3.4%), driven by the
performance of the business, namely the favourable evolution of the headings of Loans and Securitised credit
(Bonds and Commercial paper). As mentioned in the review of the Corporate and Investment Banking area,
the more moderate evolution of the volume of loans granted also arises from the option to make greater use
of the securitised loans (debenture loans and commercial paper) in a market perspective, through their partial

placement in institutional investors.

As at 30 June 2021, Equity (178.9 million euros) and Resources from other credit institutions (261.9 million
euros) constituted the main source of Asset funding, representing 97.1% of Total assets, in line with the value
recorded at the end of 2020.

In the business model adopted for the Corporate and Investment Banking area, BEM monitors companies
integrated in economic groups with turnover equal to or higher than 20 million euros in all aspects of the
relationship, where the transactionality of these companies (deposits, current accounts, cards, automatic
payment terminals at point of sale, among other operations) is assured by Banco Montepio, through the same
commercial agents (belonging to the two banks), enabling synergies and cost rationalisation not only in this

area, but also in a transversal form in the respective organisational structures.

In 2020, a period that marked the first full year of activity of BEM under its new business model, which
incorporates the areas of Corporate and Investment Banking, and also in the first half of 2021, the evolution
of the operational component was blemished by the economic and pandemic crisis experienced worldwide.
Nevertheless, there was an increase in the level of revenue, alongside the necessary increase of operating

costs arising from the allocation of resources to the growth of activity.

Total operating income reached 2.8 million euros in the first half of 2021, representing an increase of 0.5
million euros (+24.4%) compared to the value recorded in the first half of 2020, essentially benefiting from
the favourable performance of Net interest income (+1.5 million euros), caused by the strong growth of the
portfolio of loans to customers. There was also a favourable contribution of the Net gains from the sale of
other assets (+0.4 million euros), while Net fees and commissions fell slightly (-0.2 million euros), in a context
of lower economic activity. Continuing the trend already observed in 2020, the Results from financial
operations deteriorated (-0.8 million euros) reflecting the evolution of the value of the participation units of
Corporate Restructuring Funds record on the balance sheet of BEM, but inherited from the previous activity

of Montepio Investimento, representing losses of 1.2 million euros in the first half of 2021.

In the first half of 2021, Operating costs amounted to 2.3 million euros compared to 2.1 million euros in the
first half of 2020. The evolution of costs was influenced, on the one hand, by the increase of 0.2 million euros
in Staff costs, as a result of the remuneration of the resources allocated to the new activities, and by the

increase of 0.1 million euros in Depreciation and amortisation, and on the other hand, by the reduction of 0.2
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million euros of General and administrative expenses, which include expenses related to consulting services

(consultants and external auditors) and personnel assignment (Banco Montepio).

Operating income before impairment and provisions reached 0.6 million euros in the first half of 2021,
compared to 0.2 million euros recorded in the first half of 2020, reflecting the favourable evolution of Total
operating income, despite the increased Operating costs which accompanied the new business model and
the allocation of resources to the new activities. Excluding the effect of the aforesaid devaluation of the
participation units recorded on the balance sheet of BEM but totally unrelated to its current activity, Operating
income before impairment and provisions would have reached 1.8 million euros, reflecting the progressive

capability to generate net income.

Impairments and provisions fell by 0.3 million euros reflecting the reduction of the value allocated to
Impairments and provisions of 1.9 million euros, evincing the impact of the constitution of Loan impairments
in the first half of 2020 and the reversal recorded in the first half of 2021.

The key indicators of BEM are presented in the following table:

Activity and Results (million euros)
Total assets 365.0 453.0 454.2 89.2 24.4
Loans to customers (net) 233.8 317.1 327.9 94.1 40.2
Securities portfolio? 102.6 82.0 76.9 (25.7) (25.1)
Equity 182.7 178.5 178.9 (3.8) 2.1
Total operating income 2.3 4.3 2.8 0.5 24.4
Operating costs ? 2.1 5.0 2.3 0.2 7.4
Net operating income before impairment and provisions 0.2 0.7) 0.6 0.4 >100

J) Includes Financial assets not held for trading mandatorily at fair value through profit or loss and Financial assets at fair value through other comprehensive
income.

2) Includes Staff costs, General and administrative expenses and Depreciation and amortisation.

Montepio Crédito — Instituicdo Financeira de Crédito, S.A.

Montepio Crédito — Instituicdo Financeira de Crédito, S.A. (Montepio Crédito), 100% controlled by Banco
Montepio, through Montepio Holding, SGPS, S.A., offers specialized credit in the automobile, home and
services sectors, and equipment, complemented by a set of solutions for Customers that are individuals,
companies and institutions of the Social Economy sector. The specialised credit segment shows one of the

vertices of the strategy of the Banco Montepio Group, reflecting the focus on consumer credit.

As a result of the repositioning in terms of the Banco Montepio Group and the solid relations established with
its partners, based on the experience acquired over the years, Montepio Crédito continued to offer a
comprehensive range of specialised credit solutions in the following areas: Automobile, Health, Automobile
Repair, Telecommunications and Furniture for the segment of individuals; and Logistics, Water, Transport,

Energy, Energy Efficiency and Industry for the segment of companies.

Montepio Crédito has an extensive team of professionals in the networks in which it operates, in order to
provide the best service and support to its Customers, through the diversity of its specialised offer in the areas
of personal credit, linked credit, movable property leases and operating leases (renting). The entire team

relies on the centralised support of a specialized back-office.
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As at 30 June 2021, Net assets stood at 603.3 million euros, compared to 613.8 million euros recorded at the
end of 2020, reflecting the end of the Pelican Finance No 1 securitisation operation with impacts on various
Asset headings (impacts on an individual basis, with no effect at the Banco Montepio Group level), in

particular Other financial assets at amortised cost (-28.2 million euros).

Net loans to customers amounted to 536.9 million euros as at 30 June 2021, representing an increase of

25.1 million euros (+4.9%) in relation to the value recorded at the end of 2020.

The securities portfolio stood at 54.1 million euros at the end of the first half of 2021, corresponding to a
reduction of 32.5 million euros in relation to the value at the end of 2020, demonstrating the impact of the

liquidation of the aforesaid securitisation operation occurred in March 2021.

Equity stood at 59.6 million euros, showing an increase of 2.7 million euros (+4.7%) in relation to the value
of 56.9 million euros recorded at the end of 2020, primarily underpinned by the positive evolution of Net

income for the first six months of 2021.

Total operating income reached 10.2 million euros in the first half of 2021, representing an increase of 1.3
million euros (+15.1%) in relation to the value of 8.9 million euros recorded in the first half of 2020. This was
driven by the favourable evolution of Net interest income, which increased by 2.2 million euros (+45.1%) and
Net fees and commissions which grew by 0.5 million euros (+29.6%), which was offset by the reduction of
Results from financial operations of 1.1 million euros (-42.6%).

Operating costs amounted to 6.5 million euros in the first half of 2021, corresponding to an increase of 0.6
million euros (+10.0%) in relation to the first half of 2020. This was driven by the increased Staff costs of 0.2
million euros (+7.6%) as a result of the increased Remunerations and Mandatory social charges, by the
increased General and administrative expenses of 0.3 million euros (+11.1%) and by the increased

Depreciation and amortisation of 0.1 million euros (+23.4%).

Operating income before impairment and provisions reached 3.7 million euros in the first half of 2021,
showing an increase of 0.7 million euros (+25.1%) in relation to the value of 3.0 million euros recorded in the
first half of 2020, supported by the growth of Total operating income which more than offset the increase

recorded in Operating costs.

The key indicators of Montepio Crédito are presented in the following table:

Activity and Results (million euros)
Total assets 577.1 613.8 603.3 26.2 4.5
Loans to customers (net) 470.9 511.8 536.9 66.0 14.0
Equity 54.2 56.9 59.6 5.4 9.9
Total operating income 8.9 20.2 10.2 1.3 15.1
Operating costs? 5.9 12.3 6.5 0.6 10.0
Net operating income before impairment and provisions 3.0 7.9 3.7 0.7 25.1

1) Includes Staff costs, General and administrative expenses and Depreciation and amortisation.
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Montepio Valor — Sociedade Gestora de Fundos de Investimento, S.A.

The object of Montepio Valor - Sociedade Gestora de Fundos de Investimento, S.A. (Montepio Valor) is 100%
controlled by Banco Montepio through Montepio Holding SGPS, S.A., is the management of real estate
investment funds, in particular Valor Prime (open-end fund), three residential rental funds (FIIAH) and various

privately subscribed closed-end funds.

Under the simplification of the corporate structure of the Banco Montepio Group, the Management and
Supervisory Bodies decided to sell the equity stake held in Montepio Valor, S.A., which is classified, at the

Group level, under non-current assets held for sale.

The Net assets of Montepio Valor stood at 6.1 million euros as at 30 June 2021, corresponding to an increase
of 0.1 million euros (+1.8%) in relation to its closing value of the year, driven by the increase of Other assets
(+0.5 million euros) that was practically offset by the reduction of Cash and deposits at other credit institutions

(-0.4 million euros).

Assets under management amounted to 402.0 million euros as at 30 June 2021, showing a decrease of 22.0
million euros (-5.2%) in relation to the value of 424.0 million euros recorded at the end of 2020, driven by the
reduction of capital of one of the residential rental funds (FIIAH IIl) in June 2021, of the value of 20.0 million

euros.

As at 30 June 2021, Equity stood at 4.9 million euros, compared to 5.0 million euros recorded in 2020 (-0.1%)
essentially showing the impacts of the distribution of profit of 2020 and the evolution of Net income in the first
half of 2021. Equity constituted the main source of Asset funding, representing 80.3% of Total assets
compared to 92.8% at the end of 2020.

In the first half of 2021, Total operating income stood at 2.4 million euros, compared to 2.2 million euros
recorded in the first half of 2020 (+10.4%), influenced by the favourable performance of Net fees and
commissions which increased by 0.2 million euros (+10.1%), due to the higher values recorded as

Management and performance fees from the “Fundo Valor Prime” (Prime Value Fund).

Operating costs amounted to 1.64 million euros in the first half of 2021, compared to 1.57 million euros
recorded in the first half of 2020 (+4.0%), primarily as a result of the increased cost of the Pension fund stated
under Staff costs. The increase observed in the heading of Staff costs (+13.8%) was partly offset by the

reduction of General and administrative expenses (-7.7%) and Depreciation and amortisation (-2.1%).

Operating income before impairment and provisions stood at 0.8 million euros in the first half of 2021
compared to 0.6 million euros recorded in the first half of 2020, having benefited from the increased Total

operating income, via the favourable evolution of Net fees and commissions.
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The key indicators of Montepio Valor are presented in the following table:

Activity and Results (million euros)
Assets under management 401.5 424.0 402.0 0.5 0.1
Total assets 6.3 6.0 6.1 0.2) (1.8)
Cash, deposits and advances and loans to OCl's 5.2 4.8 4.5 0.7 (12.4)
Equity 4.5 5.0 4.9 0.4 104
Total operating income 2.2 4.3 2.4 0.2 10.4
Operating costs ¥ 1.6 3.8 1.6 0.0 4.0
Net operating income before impairment and provisions 0.6 0.5 0.8 0.2 27.4

1) Includes Staff costs, General and administrative expenses and Depreciation and amortisation.

SSAGINCENTIVE - Sociedade de Servigos Auxiliares e Gestdo de Imdveis, S.A.

SSAGINCENTIVE - Sociedade de Servigos Auxiliares e de Gestao de Imoéveis, S.A. (SSAGINCENTIVE) is 100%
controlled by Banco Montepio through Montepio Holding SGPS, S.A., with its corporate object being the

transaction and management of real estate properties.

As at 30 June 2021, the Assets of SSAGINCENTIVE amounted to 55.6 million euros, showing a 2.1%
reduction in relation to the value of 56.7 million euros recorded at the end of 2020, as a result of the reduction
of the heading of Inventories (-8.5 million euros), partly offset by the increase of the heading of Cash and

deposits at banks (+7.3 million euros).

The heading of Inventories refers to the acquisitions made from Banco Montepio, related to real estate
properties that were intended for sale, in particular divisions of properties stated at market value. As at 30
June 2021 the heading of Inventories amounted to 27.6 million euros, of which 12.0 million euros refer to
buildings and 15.6 million euros refer to plots of land, showing a reduction of 8.5 million euros in relation to
the value of 36.1 million euros recorded as at 31 December 2020, as a result of the sales occurred throughout

first half of the year.

The heading of Cash and bank deposits amounted to 27.9 million euros as at 30 June 2021, representing an
increase of 7.3 million euros in relation to the value of 20.6 million euros recorded at the end of 2020, reflecting

the deposits made at Banco Montepio.

As at 30 June 2021, Equity stood at 55.3 million euros, compared to 56.5 million euros recorded at the end
of 2020, reflecting the adverse impact of Net income for the first half of 2021 which was negative by 1.2 million
euros. Equity constituted the main source of Asset funding, representing 99.6% of Total assets, in line with

the value recorded at the end of 2020.

Sales and services rendered stood at 7.6 million euros in the first half of 2021, compared to the value of 1.1
million euros recorded in the first half of 2020, and correspond to the amounts derived from inventory sales,
under the current business activity of SSAGINCENTIVE.

The heading of Cost of goods sold and materials consumed reached 7.4 million euros in the first half of 2021,
corresponding to a reduction of 6.4 million euros in relation to the first half of 2020, and represents the

acquisition cost of the real estate properties sold, after deduction of their impairment.
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The heading of Impairment of inventories amounted to 1.1 million euros in the first half of 2021, evolving
adversely in relation to the value of 0.1 million euros recorded in the first half of 2020, due to the higher level
of impairments of real estate properties for trading recorded in the first half of 2021.

The heading of Other income stood at 0.01 million euros in the first half of 2021 (0.2 million euros in the first
half of 2020) and includes the refunding of tax (IMT (municipal property tax) and IS (stamp duty)) related to
real estate properties sold, income received from real estate properties and other income.

The heading of Other costs, which includes costs related to the maintenance, legalisation and promotion of
the sale of real estate properties, amounted to 0.3 million euros in the first half of 2021, compared to 0.2
million euros recorded in the first half of 2020.

Total operating income stood at -1.2 million euros in the first half of 2021 (-0.2 million euros in the first half of

2020), particularly as a result of the higher level of impairment of inventories stated in the year.

The key indicators of SSAGINCENTIVE are presented in the following table:

Activity and Results (million euros)
Total assets 57.9 56.7 55.6 (2.3) 4.1
Inventories 39.5 36.1 27.6 (11.9) (30.0)
Equity 57.6 56.5 55.3 (2.3) (4.0)
Total operating income (0.2) 1.2) 1.2) (1.0) (<100)

The Banco Montepio Group’s international activity has been carried out by the subsidiaries Finibanco Angola,

S.A. and Banco Montepio Geral Cabo Verde, Sociedade Unipessoal, S.A.

Under the strategic redefinition of the international equity holdings, and with a view to refocusing the approach
to the African market, Banco Montepio is continuing to take measures towards the deconsolidation of
Finibanco Angola, S.A., and, considering the new legal framework of Cape Verde and having weighed up all
the relevant strategic options, the Board of Directors of Banco Montepio decided not to promote the changes
required to adapt its subsidiary Banco Montepio Geral Cabo Verde to a bank with general authorisation and,
consequently, approved the procedural initiatives stipulated in the Law for its voluntary dissolution and orderly
liquidation.

Finibanco Angola, S.A., 80.22% held by Banco Montepio, is a universal bank supporting small and
medium-sized enterprises, individuals and Angolan foreign trade with special incidence on transactions
between Portugal and Angola, which seeks to leverage its competitive advantage on the quality of its service.
Under its strategy, Finibanco Angola seeks to support and finance individual customers and

micro-enterprises, promoting viable business initiatives.

Finibanco Angola completes 13 years of activity in September 2021, having been incorporated on 4

September 2007 and having started its activity in the city of Luanda on 9 June 2008.
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As at 30 June 2021, Finibanco Angola had a network of 15 agencies (Retail Banking and Small Businesses)
and 5 business centres (Corporate Banking), having closed 4 agencies during the first half of 2021 with a

view to the optimisation of its distribution channels.

Banco Montepio Geral Cabo Verde, S.A., 100% held by Banco Montepio, provides a broad offer of
specialised financial products and services for the segments of individuals, institutions and companies with

international vocation.

The key indicators of the international activity are presented in the following table:

Activity and Results (million euros)
Total assets 307.4 311.6 296.7 (10.7) (3.5)
Loans to customers (net) 23.3 26.5 27.5 4.2 17.7
Customer deposits 228.6 242.1 124.1 (104.5) (45.7)
Total operating income 10.2 23.4 5.6 (4.6) (45.7)
Operating costs 4.2 9.5 4.8 0.6 12.7
Cost-to-income 41.4% 40.7% 85.7% 44.3 p.p.

Net income 3.9 7.1 1.8 (2.2 (55.0)

Note: For comparative purposes the financial statements of Jun-20, Dec-20 and Jun-21of Finibanco Angola were converted using the same exchange rate (AOA/EUR
767,900).

The total Assets of the international activity of the Banco Montepio Group reached 296.7 million euros as at
30 June 2021, compared to 311.6 million euros recorded at the end of 2020. This evolution was driven by
the 3.6% decrease in the Total assets of Banco Montepio Geral Cabo Verde, reflecting the lower volume of
Customer resources and, consequently, Loans and advances to credit institutions, and by the 5.5% reduction
in the Total assets of Finibanco Angola, influenced by the decrease of the securities portfolio, in particular of

Angolan public debt securities on the balance sheet in relation to the values reached at the end of 2020.

Loans to customers (net) of the international activity recorded as at 30 June 2021 showed an increase of
3.8% in relation to the value at the end of 2020, in evolving from 26.5 million euros as at 31 December 2020
to 27.5 million euros as at 30 June 2021. This evolution was exclusively caused by the increase in the loans
granted to customers by Finibanco Angola, as Banco Montepio Geral Cabo Verde has no values recorded

under this heading.

Customer deposits captured by the subsidiaries forming the international activity of the Banco Montepio
Group amounted to 228.3 million euros as at 30 June 2021, reflecting a 5.7% reduction in relation to the value
of 242.1 million euros recorded as at 31 December 2020, showing the 3.9% reduction in Customer deposits
of Banco Montepio Geral Cabo Verde which stood at 104.2 million euros as at 30 June 2021 compared to
108.5 million euros as at 31 December 2020, associated with the decrease of Customer deposits of Finibanco
Angola, which evolved from 133.7 million euros as at 31 December 2020 to 124.1 million euros as at 30 June

2021, representing 54.3% of the total deposits of the international activity.

The Total operating income of the international activity in the first half of 2021 amounted to 5.6 million euros,
compared to 10.2 million euros recorded in the first half of 2020. This represents a reduction of 45.7%,
penalised by the decreased Net gains/(losses) from foreign exchange differences which reached 1.4 million

euros (-3.5 million euros), Net interest income which reached 4.2 million euros (-14.2 million euros) and Other
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operating income which stood at -0.8 million euros (-0.6 million euros), notwithstanding the reduction recorded

in Net fees and commissions, which reached 0.8 million euros (+0.1 million euros).

At Finibanco Angola, Total operating income stood at 5.3 million euros in the first half of 2021, having fallen
by 4.6 million euros in relation to the 9.9 million euros recorded in the first half of 2020. This primarily reflects
the adverse impact of the Net gains/(losses) from foreign exchange differences, and to a lesser extent, the
impact of the reduction of Net interest income and in Other operating income, despite the increased Net fees
and commissions.

At Banco Montepio Geral Cabo Verde, Total operating income stood at 0.3 million euros, representing a
reduction of 0.1 million euros compared to the value recorded in the first half of 2020, driven by the adverse

evolution of Net operating income and Net gains/(losses) from foreign exchange differences.

The Operating costs of the international activity stood at 4.8 million euros in the first half of 2021, revealing
an increase of 12.7% in relation to the 4.2 million euros recorded in the first half of 2020, driven by increases
in Staff costs (+0.4%), General and administrative expenses (+33.9%) and Depreciation and amortisation
(+11.8%). In the first half of 2021, at Finibanco Angola, Operating costs increased by 13.2%, and grew by
4.8% at Banco Montepio Geral Cabo Verde compared to the value recorded in the first half of 2020, reflecting

the evolution of the activity developed and the features of the corresponding markets.

At Finibanco Angola the increase observed in Operating costs in the first half of 2021 was caused by the
increases recorded in the components of Staff costs (+0.7%), General and administrative expenses (+37.4%)

and Depreciation and amortisation (+12.0%) in relation to the first half of 2020.

At Banco Montepio Geral Cabo Verde, the year-on-year growth observed in Operating costs in the first half
of 2021 was driven by the increase recorded in the component of General and administrative expenses
(+10.6%), despite the reduction in the components of Staff costs (-4.9%) and Depreciation and Amortisation
(-27.3%).

As a result of the operating performance, marked by the adverse evolution of the Net gains/(losses) from
foreign exchange differences, the cost-to-income ratio of the international activity stood at 85.7% in the first
half of 2021, compared to 41.4% recorded in the first half of 2020.

In the first half of 2021, despite the adverse evolution of the Net gains/(losses) from foreign exchange
differences, the Net income of the international activity of the Banco Montepio Group reached 1.8 million
euros (3.9 million euros in the first half of 2020), without considering non-controlling interests and exchange
rate effects, with positive results in Angola and Cape Verde (1.71 million euros and 0.04 million euros

respectively).

With a view to the preservation of the solvency indicators, in the first half of 2021, Banco Montepio continued
the implementation of a series of measures aimed at improving the ratios of own funds, namely through the
reduction of risk-weighted assets (RWA), focused on deleveraging the balance sheet via divestment of
non-performing or non-strategic assets, fostering the growth of the core business of granting loans in lower

risk segments, and in the perspective of maximising the return on the assigned capital.
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In this regard, special reference is made to the reduction of non-strategic assets accomplished in the first half
of 2021 through sale of the equity stakes held in the companies Monteiro Aranha, S.A. (10.31% of its share
capital) and Almina Holding, S.A. (19.0% of its share capital), in March and June respectively, contributing to

the favourable evolution of RWA in the period.

As at 30 June 2021, the Common equity tier 1 (CET1) and Total capital ratios of Banco Montepio, pursuant
to the phasing-in rules, stood at 11.4% and 13.6%, respectively, compared to 11.6% and 13.8% at the end
of 2020.

Total own funds stood at 1,275 million euros as at 30 June 2021, compared to 1,321 million euros as at 31
December 2020, to a large extent reflecting the unfavourable impacts arising from the phasing-in of IFRS 9,
as well as the exogenous adverse effects brought in by the Covid-19 pandemic which led to negative impacts

on net income.

RWA decreased by 200 million euros in relation to the end of 2020, as a result of the reduction of non-strategic
assets, achieved in the stock of non-performing loans and real estate assets, the sale of the equity stake held
in Almina Holding S.A. and Monteiro Aranha S.A., despite the adverse context of Covid-19, the efficient
management of risk allocation in the portfolios of loans and debt securities, and the entry into force of
Regulation (EU) 2020/873 of the European Parliament and of the Council of 24 June 2020 (also referred to
as the Capital Requirements Regulation or CRR quick-fix), framed under the pandemic crisis response
measures, namely in terms of the adjustment factor relative to risk exposures in small and medium-sized

enterprises (SME).

Risk-weighted Assets (phasing-in) Total Capital (phasing-in)
-7.3% (EMn) %
_____________________ ,

! .

10 119 51 : CET1 Total capital

L 135 13.8 13.6
l 115 116 114
9577
9377
Jun-20 Dec-20 Jun-21 Jun-20 Dec-20 Jun-21 Jun-20 Dec-20 Jun-21

Note: The ratios include the accumulated net income for the period: The information oresented for Jun-20 is not subiect to restatement under IFRS 5.

On a fully implemented basis, as at 30 June 2021, the CET1 ratio stood at 10.3% and the Total capital ratio
at 12.5%, with the differences in relation to the phasing-in capital ratios currently being explained by the IFRS
9 component. It should be highlighted that by the end of 2019, the Bank had fully recorded the phasing-in
relative to deferred tax assets, and is currently only subject to the transitional prudential regime of IFRS 9.
Furthermore, the Bank endorsed the prudential filter relative to the fair-value reserves of public debt, whose

impact is rather insignificant.

As at 30 June 2021, the leverage ratio stood at 5.4% (6.0% at the end of 2020) pursuant to the phasing-in
rules, and at 4.8% on a fully implemented basis (5.2% in December 2020), continuing to be above the

benchmark minimum defined by the Basel Committee on Banking Supervision (3%).
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As a consequence of the Covid-19 pandemic, and in line with the decision taken by the ECB for significant
institutions, Banco de Portugal took a series of measures aimed at enhancing the flexibility of the regulatory
and supervision requirements, enabling less significant credit institutions subject to its supervision to operate,
temporarily, at a level lower than that of the combined reserve of own funds (Overall Capital requirements —
OCR), considering that the capital reserves were designed to enable credit institutions to overcome especially
adverse situations. In this way, the minimum regulatory ratios as at 30 June 2021 for Common equity tier 1,
Tier 1 and Total capital were 6.328%, 8.438% and 11.25%, respectively.

As at 30 June 2021, the capital ratios reported by Banco Montepio were above the required prudential levels
considering the flexibilisation measures issued by Banco de Portugal in the context of the Covid-19 pandemic.
Nonetheless, the Board of Directors remains committed to strengthening the capital ratios, having embarked
on a series of initiatives to that end (such as, for example, the sale that has already been accomplished of

the non-strategic equity stakes referred to above) and that are currently still underway.

A summary of the ratios of own funds of the Banco Montepio Group for Jun-20, Dec-20 and Jun-21 is

presented below:

CAPITAL AND CAPITAL REQUIREMENTS

(million euros)

Total own funds

Common Equity Tier 1 1164 1114 1 068 (96) (8.2) (46) 4.1)

Tier 1 1164 1114 1068 (96) (8.2) (46) (4.1)

Total Capital 1370 1321 1275 (95) (7.0) (46) (3.5)
Risk-weighted assets 10 119 9 577 9 377 (742) (7.3) (200) (2.1)
Phasing-in ratios

Common Equity Tier 1 11.5% 11.6% 11.4% (10) bp (20) bp

Tier 1 11.5%  11.6%  11.4% (10) bp (20) bp

Total Capital 13.5% 13.8% 13.6% 10 bp (20) bp
Fully implemented ratios

Common Equity Tier 1 10.3% 10.1% 10.3% 0 bp 20 bp

Tier 1 10.3% 10.1% 10.3% 0 bp 20 bp

Total Capital 12.3% 12.3% 12.5% 20 bp 20 bp
Leverage ratios

Phasing-In 6.3% 6.0% 5.4% (90) bp (60) bp

Fully implemented 5.6% 5.2% 4.8% (80) bp (40) bp

Note: The ratios include the accumulated net income for the period; The information presented for Jun-20 is not subject to restatement under IFRS 5.

During the first half of 2021, Banco Montepio continued to promote management measures aimed at
upholding its robust liquidity position, with levels greatly above the regulatory limits in force. The management
of Banco Montepio's balance sheet enabled the liquidity coverage ratio (LCR) to stand at 261.0%, having
evolved favourably in relation to the ratio of 200.7% recorded as at 31 December 2020, to stand at 161.0 p.p.

above the minimum regulatory requirement of 100%.

At the same time, the Bank maintains a comfortable base of stable funding, as a result of the delineated
funding structure, namely using medium and long-term instruments, which enabled the net stable funding
ratio (NSFR) to stand at 120.6%, representing a significant strengthening of this indicator, compared to the
figure of 109.8% recorded as at 31 December 2020.
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The performance of Customer deposits, on the one hand, and the progression of Loans to customers (net),
on the other hand, led to a loan-to-deposit ratio, calculated in accordance with Banco de Portugal Instruction
No. 16/2004, of 92.4% as at 30 June 2021, compared to 92.6% as at 31 December 2020.

Loan-to-deposit ratios Liquidity ratios
(€Mn)
12 422 12 384 12 502 12 623 261.0%
224.4% 224.4%
11554 11582 11578 11658 200.7%
120.6%
111.5% 111.5% 109.8%
93.0%  935% 970 92.4% ’ ’ ’
840%  845%  g3gy  83.9%
Jun-20 Jun-20 Dec-20 Jun-21 Jun-20 Jun-20 Dec-20 Jun-21
Restated Restated
Loans to customers (net) Customer deposits
LTD ratio (a) e | TOBSCR ratio (b) LCR ratio NSFR ratio

(a) Loans to customers (net) / Customer deposits. Pursuant to Banco de

Portugal Instruction No. 16/2004, in its current version.

(b) Loans to customers (net) / Total on-balance sheet customer

resources (Customer resources + Debt securities issued).
As at 30 June 2021, the value of the pool of collateral for Eurosystem operations stood at 3,654 million euros,
compared to 4,057 million euros recorded at the end of the first half of 2020, representing a reduction of 403
million euros. This evolution is explained by the market conditions, with short-term European public debt
instruments presenting more negative rates than the -0.5% level of the remuneration of deposits at the Central
Bank, which constrained investment in these securities. Nevertheless, there was an increase of 1,638 million
euros in relation to 30 June 2020 in the heading of Deposits at Banco de Portugal, which reached the value
of 2,392 million euros as at 30 June 2021, derived from the surplus liquidity position that was not invested in

public debt securities.

The use of European Central Bank (ECB) resources at the end of 2021, of the value of 2,885 million euros,
increased by 1,248 million euros in relation to the value as at 30 June 2020. This was framed under funding
management, with the continued replacement of funds taken and extension of the maturity period, aimed at
strengthening the stable funding, reflected in the net stable funding ratio (NSFR). The use of Eurosystem
monetary policy operations falls under the support given to the economy, with a view to optimising the
long-term funding, namely through participation in TLTRO-IIl (Targeted Longer-Term Refinancing
Operations), in the context of the non-conventional expansionary monetary policy measures implemented by
the ECB.

The collateral available for obtaining liquidity declined in relation to the end of 2020, reflecting the mobilisation
made for taking additional funding from the ECB in the TLTRO Il operation at the first half of 2021 (1,500
million euros), in compliance with the approved funding strategy. Thus, in an integrated analysis of the liquidity
position, it is important to highlight the evolution of the heading of Cash and deposits at central banks, which

increased by a magnitude similar to the decrease observed in the pool of available assets (1,651 million
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euros). Accordingly, the liquidity buffer, reflecting the immediately available liquidity, resulting from the
aggregation of the values available for obtaining funding at the ECB and the cash and deposits at central
banks, amounts to approximately 3,323 million euros at the end of June 2021, portrayed in the comfortable

position of the liquidity ratios, namely the LCR.

Compared to the same period of the previous years, it is important to highlight the decline of the pool of
eligible assets of the value of 403 million euros. This reflects the reduction of the portfolio of public debt
securities, in view of market conditions, with treasury bill yields in the main European countries sinking to

more negative levels than the deposit rate at the central bank, as mentioned above.

POOL OF ELIGIBLE ASSETS FOR REFINANCING OPERATIONS WITH THE ECB

(million euros)

Pool of eligible assets @ 4057 3113 3654 (403) 9.9) 541 17.4
Use of the pool 1637 138 2885 1248 76.3 1500 >100
Pool of available assets 2420 1728 769 (1651) (68.2) (959) (55.5)

(a) Includes eligible assets, free of charge, for operations in the MIC (Collateralized Interbank M arket).

In the interbank money market, Banco Montepio did not show any assignment or taking of funds. In the
interbank money market of foreign currency, Banco Montepio showed a position of 125 million American
dollars.

Under the decisions taken by the Board of Directors of Banco Montepio, the subsidiaries Montepio Valor and
Banco Montepio Geral Cabo Verde shifted to become classified as discontinued operations since the end of
2020 for accounting purposes, as stipulated by IFRS 5, with Finibanco Angola no longer meeting the
requirements established in this standard to be considered a discontinued operation. Therefore, pursuant to
the provisions in IFRS 5, this subsidiary started to be fully consolidated, line by line, in a retrospective manner,

and the financial statements of the first half of 2020 were restated for purposes of comparability.

In the financial statements, and whenever applicable, the net income of this subsidiaries Montepio Valor and
Banco Montepio Geral Cabo Verde is stated under an operating account heading of “Results from
discontinued operations” and the assets and liabilities are recorded in the balance sheet, respectively, under
the headings of “Non-current assets held for sale — Discontinued operations” and “Non-current liabilities held

for sale — Discontinued operations.

Banco Montepio’s activity in the first half of 2021 continued to be marked by the impact of the Covid-19
pandemic. Nevertheless, there was a reduction of credit risk and consequent decrease of allocations for
impairment and provisions compared to the first half of 2020, the period which experienced the greatest
impact of the pandemic, with the continued implementation of a series of operational adjustment measures

aimed at fast-tracking the digital transition, adjusting the service model and increasing the Bank’s efficiency.
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However, in view of the changing circumstances and the challenges facing Banco Montepio, the banking
sector and the Portuguese economy, the Board of Directors reappraised the goals and measures foreseen
in the Transformation Plan approved in 2018, and adopted a multidimensional and multiannual adjustment
programme, through the implementation of four key strategic pillars: review of the business model,

operational adjustment, preservation of capital, and simplification of the Group.

Accordingly, the deleveraging of the balance sheet continued, materialised in the reductions of
non-performing assets and in the ongoing strengthening of its liquidity position, through the capture and
retention of customer deposits, and the active management of the securities portfolio, contributing to ensure
the regulatory capital and liquidity levels in force.

The set of delineated initiatives, namely the strengthening of the in-house recovery of loans, enabled Banco
Montepio to pursue its plan to reduce non-performing loans, whose stock amounted to 1,110 million euros as

at 30 June 2021, corresponding to a 11.6% decline in relation to the 1,256 million euros at the end of 2020.

On the other hand, with a view to the simplification of the corporate structure of the Banco Montepio Group
and the strategic redefinition of the international holdings, the measures stipulated in the adjustment
programme primarily concern the sale of equity stakes in the national and international market. In this regard,
particular reference is made to the sale of the Bank’s entire equity stake in Monteiro Aranha S.A. in March
2021, and the sale of the entire equity stake in Almina Holding S.A. In June 2021. Furthermore, the Group
decided to sell the equity stake held in Montepio Valor, S.A., continues to take measures towards the
deconsolidation of Finibanco Angola, S.A., and, considering the new legal framework of Cape Verde and
having weighed up all the relevant strategic options, decided not to promote the changes required to adapt
its subsidiary Banco Montepio Geral Cabo Verde to a bank with general authorisation and approved the
development of the procedural initiatives stipulated in the Law for its voluntary dissolution and orderly
liquidation.
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SYNTHETIC BALANCE SHEET

(million e

Cash and deposits at central banks and loans

e 1250 1 286 1793 2 906 1620 >100 1113
and advances to credit institutions

Loans to customers 11 554 11 582 11578 11 658 76 0.7 80
Securities portfolio and other financial assets* 3319 3395 3013 3 364 (31) 0.9) 351
E;r;g;iréznt assets held for sale and investment 135 142 131 121 @1) @4.7) (10)
Sg:r;:ttijcrfsnt assets held for sale - Discontinued 179 1 1 2 1 69.7 1
Current and deferred tax assets 478 478 500 497 19 4.1 ?3)
Other 967 999 925 913 (86) (8.6) 12)
Total assets 17882 17882 17941 19460 1578 8.8 1519
il?]?t)i(t)jtiitjnfsrom central banks and other credit 2172 2173 2203 3593 1420 65.3 1390
Customer resources 12422 12384 12502 12623 239 1.9 121
Debt issued 1539 1539 1516 1487 (52) (3.3) (29)
e s e o sl € m o om ws ) @) ©
Other 295 306 283 301 (5) @.7) 18
Total liabilities 16523 16523 16614 18110 1587 9.6 1496
Share capital* 2420 2420 2420 2420 0 0.0 0
Resenes, retained earnings and other (10100 (1010) (1012) (1036) (26) (2.6) (24)
Net income (51) (51) (81) (33) 18 35.7 48
Total equity 1359 1359 1327 1351 8) (0.6) 24
Total liabilities and equity 17882 17882 17941 19460 1578 8.8 1519

*Includes instruments at fair value through profit or loss, namely credits that do not meet the SPPItests (Solely Payments of Principal and Interest).

ASSETS

The evolution of the Net assets as at 30 June 2021 shows an increase of 1,519 million euros (+8.5%) in
relation to the value at the end of 2020, primarily driven by the increase of the heading of Cash and deposits
at central banks and of Other credit institutions, combined with the increases recorded in the headings of
Securities portfolio, reflecting the funding strategy that led to the additional taking of 1,500 million euros from

TLTRO, as well as the heading of Loans to customers.
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Asset structure

+8.5% (€Mn)
I_ ———————— l 4
19 460
17 882 17 882 17941
9.8% 9.0% 8.7% 7.9% Other investments
7.0% 7.2% 10.0% 14.9%
Cash and deposits at central
banks and loans and advances
to credit institutions
Securities portfolio and other
64.6% 64.8% 64.5% 50.9% financial assets
Loans to Customers
Jun-20 Jun-20 Dec-20 Jun-21
Restated

CASH AND DEPOSITS AT CENTRAL BANKS AND LOANS AND ADVANCES TO OTHER CREDIT INSTITUTIONS

The aggregate of the headings of Cash and deposits at central banks and Other credit institutions includes
the balances recorded under Cash and deposits at central banks and Loans and advances to credit
institutions.

As at 30 June 2021, the liquidity deposited at central banks and Other credit institutions stood at 2,906 million
euros, compared to 1,793 million euros recorded at the end of 2020, reflecting an increase of 1,113 million
euros (+62.1%). This is essentially explained by the increase of the heading of Cash and deposits at central

banks, reflecting the increased Resources from central banks, pursuant to the delineated funding strategy.

LOANS TO CUSTOMERS

As at 30 June 2021, Loans to customers (gross) amounted to 12,318 million euros, compared to 12,357
million euros recorded as at 31 December 2020. This evolution was influenced by the loans written off from
the assets (write-offs) of the value of 178.2 million euros and, additionally, by assignment of non-performing
loans. In this context, it is important to highlight the positive performance of the business in the Loans to
individuals segment, which grew by 77 million euros. This placed in evidence the effectiveness of the
commercial strategy adopted towards the end of 2020, and, on the other hand, the reduction in the companies
segment, which fell by 117 million euros, due to the Covid-19 pandemic scenario with negative impact on the
activity level of economic agents, and the effect of the external placement of operations aimed at reducing
RWA.

Indeed, it should be noted that gross performing loans grew by 106 million euros in comparison to the end of
2020 (+1.0%), with the portfolios of mortgage loans and consumer credit showing growth of 54 million euros

and 52 million euros, respectively. In contrast, non-performing loans decreased by 146 million euros (-11.3%).

At the same time, there was an improvement of the credit quality indicators, which benefited from rigorous
discipline of credit risk-taking, as well as the measures that were approved and implemented in the credit

monitoring and recovery areas. Thus, as a result of the measures that have progressively been implemented,
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there was a reduction in the first half of 2021, both of the number of new contracts® that entered into default
(-61%), and of the value in default (-73%), compared to the first half of 2020.

As noted above, the progression of Loans to customers (gross) was influenced, on the one hand, by the
growth in loans granted to individuals that increased by 77 million euros (+1.2%), of which 52 million euros
were in Mortgage loans (+0.9%) and 27 million euros in Other loans (+3.5%), benefiting from the strong
dynamics in new operations. On the other hand, it was influenced by the reduction of 117 million euros in the
companies segment (-2.0%), where the Covid-19 pandemic scenario, highly penalising for economic agents,

constrained Banco Montepio’s growth trend observed at the end of 2020.

Under Banco Montepio's Adjustments Programme, the improvement of credit quality is also based on a more
effective and integrated management of the non-performing exposures, by maximising recoveries and
corporate finance solutions, benefiting from the strategic focused on the segments of individuals and

companies, particularly on small and medium-sized enterprises (SMEs) and social economy entities.

LOANS TO CUSTOMERS

(By sector of activity)
(million euros)

Individuals 6377 6454 7 1.2
Housing loans 5636 5688 52 0.9
Others 740 767 27 3.5

Corporate 5980 5863 (117) (2.0
Manufacturing industries 981 1016 35 3.6
Wholesale and retail trade 915 905 (10) (1.2)
Construction and Public works, and Real estate activities 1363 1214 (149) (10.9)
Accommodation and catering activities 533 607 74 13.9
Financial and insurance activities 627 549 (78) (12.5)
Transportation and storage 404 384 (20) (5.2)
Business Senices 374 373 (1) 0.2)
Other collective senice activities 303 330 27 9.0
Others 481 486 5 11

Gross loans 12 357 12 318 (39) 0.3)

Impairment for credit risk 780 660 (120) (15.3)

Net loans 11578 11 658 80 0.7

The current Covid-19 pandemic scenario has hampered the reduction of loans, namely in terms of loan
collection and recovery, and reduced the non-financial private sector's debt service capacity, and has also
hindered the effective loan maturities. Despite the challenges of the current context, embodying the effect of
the measures referred to above, Banco Montepio was able to reduce the stock of non-performing loans,
consequently reflected in the decline of the ratio of non-performing exposures (NPE) in relation to the total
Gross loans to customers, which stood at 9.3% at the end of June 2021, compared to 10.4% as at 31
December 2020. This favourable evolution essentially reveals the reduction of the balance of non-performing

exposures in relation to the value recorded at the end of 2020, which stood at 1,144 million euros as at 30

5 Contracts of more than 90 days, excluding sight deposits and cards.
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June 2021. In turn the NPE ratio net of on-balance sheet loan impairment stood at 3.9% as at 30 June 2021,

having evolved favourably in relation the 4.1% recorded at the end of 2020.

In this regard, Banco Montepio's Adjustment Programme foresees a downward trend of the ratio of
non-performing exposures supported by the strengthening of the structure for recovery of loans in default

and by the selective sale of non-performing exposures.

As at 30 June 2021, Banco Montepio also strengthened the levels of coverage of non-performing exposures
by impairment for loans and associated collateral and financial guarantees on the balance sheet, which
reached 95.9% at the end of June 2021, compared to 93.0% as at 31 December 2020, while the coverage

for balance sheet impairment stood at 57.7%, compared to 60.4% as at 31 December 2020.

Non-performing exposures (NPE)* NPE* coverage
(€EMn)
+5.9 p.p
-23.4% it
“““““““““ ! | +2.9p.p
! : o
1477 1493 _ALs% ' 93.0% 95.9%
l 89.9% 90.0% °
1290
58.4% 58.2% 60.4% 57.7%
1144
11.9%  12.0% 96 495
9.3%
4.9% 5.0% 4.1% 3.9%
Jun-20 Jun-20 Dec-20 Jun-21 Jun-20 Jun-20 Dec-20 Jun-21
NPE Restated Restated
By Impairment for balance sheet loans
NPE / Gross customer loans
) ) By Impairment for balance sheet loans and
NPE net of impairment for balance sheet loans / associated collaterals and financial guarantees
Gross customer loans
* EBA definition * EBA definition

SECURITIES PORTFOLIO AND OTHER FINANCIAL ASSETS

In the context of strategy of rebalancing the asset structure, Banco Montepio continued, in the first half of
2021, to identify and implement measures aimed at improving the liquidity levels and active management of

the Portfolio of securities and other instruments.

As at 30 June 2021, the portfolio of securities and other instruments amounted to 3,364 million euros,
compared to 3,013 million euros recorded as at 31 December 2020. The evolution of the portfolio of securities
and other instruments in relation to 31 December 2020 reveals, on the one hand, the increase of the portfolio
of Other financial assets at amortised cost of 451 million euros driven by the increased Bonds of foreign
public issuers, which more than offset the reduction observed in Bonds of national public issuers, and the
increase of the portfolio of Financial assets held for trading of 14 million euros, derived from the increased
Bonds of public issuers. On the other hand, it reveals the reduction of the portfolio of Financial assets at fair
value through other comprehensive income of 57 million euros, as a result of the decline recorded in National
and foreign shares and in Bonds of foreign public issuers, and the decrease of the portfolio of Assets at fair
value through profit or loss, also of 57 million euros, derived from the reduction recorded in Participation units

of variable yield securities.
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SECURITIES PORTFOLIO AND OTHER FINANCIAL ASSETS

Financial assets held for trading 44 44

Financial assets at fair value through other

o 1200 1200
comprehensive income
Other financial assets at amortised cost 1704 1780
Financial assets not held for trading 371 371

mandatorily at fair value through profit or loss*

17 31
287 230
2363 2814
347 290

(million euros)

13) (30.0) 14 819
970) (80.9)  (57) (19.9)
1034 581 451  19.1

8l) (22.0) (57) (16.5)

*Includes instruments at fair value through profit or loss, namely credits that do not meet the SPP|tests (Solely Payments of Principal and Interest).

In analysing the securities portfolio by type of instrument, an increased is observed in relation to 31 December

2020 of 509 million euros in Bonds and other debt instruments, which include public debt, that led to the

increase recorded in the portfolio of securities and other instruments (11.6% in relation to 31 December 2020).

SECURITIES PORTFOLIO AND OTHER FINANCIAL ASSETS BY TYPE OF INSTRUMENT

Bonds and other debt instruments 2808 2884
Shares 131 131
Investment fund units 360 360
Trading derivatives 10 10
Loans to customers at fair value 10 10

2532
126
336

10

3041
29
276

10

(million euros)

157 54 509  20.1
(102) (77.6)  (97) (76.7)
(84) (23.3)  (60) (17.8)
(2 (25.6) (1) (@141)

0 (0.9 0 0.2

The structure of the portfolio of securities and other instruments remained, as at 30 June 2021, primarily

composed of Bonds and other debt instruments, whose total weight in the portfolio increased to 90.4%. In

turn, the proportion of Investment fund units and Share decreased to 8.2% and 0.9% of the portfolio,

respectively.

Structure of the Securities portfolio and other financial assets

+11.6%
r ——————— >
3395
3319 (o 3013 335
(100%) (100%) (100%)
0.6% 0.5%
0.6% 0% : 0.9%
3.9% 3.9% 4.2%
90.4%
84.6% 85.0% 84.0%
Jun-20 Jun-20 Dec-20 Jun-21

Restated

(€Mn)

Trading derivatives and Loans
to customers at fair value

Shares

Investment fund units

Bonds and other debt

instruments
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NON CURRENT ASSETS HELD FOR SALE AND INVESTMENT PROPERTIES

The aggregate of the headings of Non-current assets held for sale and Investment properties is influenced
by the reclassification of the Non-current assets held for sale, primarily related to real estate properties held,
to the heading of Other assets, but with the strategy to reduce exposure to real estate risk remaining

unchanged.

The evolution of the exposure to real estate assets, Exposure to real estate assets
incorporating the aforesaid reclassification, showed a year- (€Mn)
on-year decrease of -7.2% as at 30 June 2021 in relation to

the end of 2020, in having shifted from 693 million euros at 4.0% 4.1% 3.9%

31 December 2020 to 643 million euros as at 30 June 2021, e 3.3%
in line with the guidelines for the integrated managementof ~ ~"""""7 00 EP
real estate properties and consequent reduction of exposure 220 797 con

to this activity sector. 643

The heading of Non-current assets held for sale, together
with the value reclassified to the heading of Other assets, 585 592 567 528
which essentially shows the value associated with real

estate properties derived from the dissolution of loan Jun-20 RJU?'%Od Dec-20  jun-21
estate

contracts with Customers, decreased by 6.9% in evolving
. Investment properties
from 567 million euros at the end of December 2020 to 528
Non current assets held for sale
million euros as at 30 June 2021. This evolution primarily
. Real estate assets in % Total assets
reveals the effect of credit recovery.

* Including the value of properties reclassified to Other assets.
Regarding Investment properties, a heading which records the real estate properties held by the Real Estate
Investment Funds in Banco Montepio's consolidation perimeter, decreased by 8.7%, in evolving from 126
million euros at the end of December 2020 to 115 million euros as at 30 June 2021, continuing to accomplish

the goal of reducing exposure to real estate risk.

NON CURRENT ASSETS HELD FOR SALE — DISCONTINUED OPERATIONS

As at 30 June 2021, the heading of Non-current assets held for sale - Discontinued operations amounted to
2 million euros, corresponding to the value of the assets recorded by the Group’s operations related to the
subsidiaries Banco Montepio Geral - Cabo Verde, Sociedade Unipessoal, S.A. and Montepio Valor -
Sociedade Gestora de Fundos de Investimento, S.A., after having been adjusted for the necessary
movements of the consolidation process, and stated following the application of IFRS 5, as indicated in Note

60 of the notes to the consolidated financial statements.

CURRENT AND DEFERRED TAX ASSETS

As at 30 June 2021, the aggregate of Current and deferred tax assets amounted to 497 million euros,

compared to 500 million euros as at 31 December 2020.

According to the respective accounting policy, Deferred tax is calculated based on the tax rates that are
expected to be in force on the date of the reversal of the temporary differences, which correspond to the rates

approved or substantially approved on the reporting date.
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The Annual General Meeting held on 29 June 2021 unanimously approved the constitution of a special
reserve and the constitution of conversion rights relative to the year of recoverability of the deferred tax
assets, reported as at 31 December 2020, following Banco Montepio’s decision to subscribe to the special
scheme applicable to deferred tax assets established in Law 61/2014 of 26 August (“Law 61/2014”), taken at

the General Meeting of 6 July 2016, and Banco Montepio’s corresponding subscription to this scheme.

OTHER

The aggregate of Others presented in the Assets of the synthetic balance sheet includes the headings of
Assets with repurchase agreements, Hedge derivatives, Other tangible assets, Intangible assets,

Investments in associates and Other assets.

As at 30 June 2021, the aggregate Other stood at 913 million euros, compared to 925 million euros as at 31
December 2020, of which 522 million euros correspond to real estate properties held for sale reclassified

from the heading of Non-current assets held for sale to Other assets.

LIABILITIES

As at 30 June 2021, the Total liabilities stood at 18,110 million euros, revealing growth of 1,496 million euros
(+9.0%) in relation to the value of 16,614 million euros recorded as at 31 December 2020, primarily
demonstrating the increase in Resources from central banks (+1,496 million euros), that funded the growth
of the Securities portfolio and the heading of Cash and deposits at central banks, and to a lesser degree, the

increase of Customer resources (+121 million euros) in relation to the end of December 2020.

As at 30 June 2021, Equity funded 6.9% of the Assets and the Debt issued funded 7.6%, in a context in which
the requirements for issuance in the market of instruments eligible for compliance with the Minimum
Requirement for own funds and Eligible Liabilities (MREL) are being (re)assessed by the competent
authorities — in a scenario of the flexibilisation measures in terms of the capital and liquidity requirements
announced by the ECB —, with Resources from central banks and other credit institutions (OCI) having
reached 18.5% of the Assets. Customer deposits continued to be the main source of balance sheet funding,

representing 64.9% of total liabilities and equity.

Liabilities and Equity Structure

19 460 (€Mn)
17 882 17 882 17941
8.6% 8.6% 8.4% 7.6% m Complementary resources
7.6% 7.6% 7.4% 6.9%
Debt issued
Equity
69.5% 69.3% 69.7% Deposits from Central Banks and
o ® 0 64.9% ocl
Customer Deposits
Jun-20 Jun-20 Dec-20 Jun-21
Restated
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DEPOSITS FROM CENTRAL BANKS AND OTHER CREDIT INSTITUTIONS

As at 30 June 2021, the funding obtained from central banks and other credit institutions amounted to 3,593

million euros, compared to 2,203 million euros recorded at the end of 2020, revealing an increase of 63.1%.

As at 30 June 2021, the component of Resources from central banks recorded the resourced obtained from
the European System of Central Banks which was collateralised by portfolios of financial assets at fair value
through other comprehensive income and the portfolio of other assets at amortised cost, which amounted to

2,879 million euros, compared to 1,383 million euros as at 31 December 2020 (+108.2%).

The funding obtained from Other credit institutions stood at 713 million euros as at 30 June 2021, compared
to 821 million euros as at 31 December 2020 (-13.2%), revealing the end of the Sale operations with

repurchase agreement.

CUSTOMER RESOURCES

Throughout the first half of 2021 Banco Montepio ~ Customer deposits structure
developed a series of initiatives aimed at capturing

L. o %
and retaining customer resources, under its liquidity 0)

risk management strategy.

Total customers' resources amounted to 13,732
million euros as at 30 June 2021, of which 12,829
million euros correspond to Customer resources on 77.9% 77 4% 75.5% 76.1%
the balance sheet, with 98.4% referring to Customer

deposits.

Jun-20 Jun-20 Dec-20 Jun-21
Restated

Individuals Companies and Institutional
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As at 30 June 2021, Customer deposits stood at 12,623 million euros, primarily concentrated in individual

customers, a segment that has continued predominant by accounting or 76.1% of total deposits.

As at 30 June 2021, despite the context of interest rates at historically low levels and the reduction of

economic activity caused by the Covid-19 pandemic,
Customer deposits increased by 121 million euros in
relation to December 2020, with Term deposits
having fallen by 401 million euros and Sight deposits
having increased by 522 million euros, with the rate
of recomposition of the deposit portfolio's structure
being maintained with the change of the Sight
deposit/Term deposit mix, which stood at 48%/52%
as at 30 June 2021.

It should be noted that in 2020, Customer deposits of
Banco Montepio Geral Cabo Verde started to be
classified under Non-current liabilities held for sale -

Discontinued operations.

As at 30 June 2021, the heading of Securities placed
with customers stood at 206 million euros, compared

to 210 million euros at the end of December 2020.

Off-balance sheet resources reached 903 million

Customer deposits

+2.9% (€Mn)
I e >
1
! +1.0%
1 1
! 12 623
12422 12502
12 263@
12 422 12 384 12 502 12 623
9672 9 589 9443 9 603
Jun-20 Jun-20 Dec-20 Jun-21
Restated
Individuals Companies and Institutional

(a) Excluding customer deposits from Banco Montepio Geral Cabo Verde
(120.7 €Mn), which in 2020 started to be classified as discontinued
operations.

euros as at 30 June 2021, compared to 844 million euros recorded at the end of December 2020, representing

a 7% increase, underpinned by the increases recorded in the Real estate investment funds (+51 million euros)

and in Pension funds (+9 million euros).

CUSTOMER RESOURCES

Customer deposits 12 422 12 384
Sight deposits 4998 5048
Term deposits 7424 7 336

Customer deposits @ 12422 12263

Securities placed with customers 201 201

Total on-balance sheet resources 12 623 12 585

Total on-balance sheet resources @ 12623 12464

Off-balance sheet resources 795 795

Total customer resources 13 418 13 380
Total customer resources © 13418 13259

12 502
5482
7 020

12 502

210

12 712

12574

844
13 556
13 556

12 623
6 004
6 619

12 623

206
12 829
12 829

903
13732
13732

239
956
(717)
360
5
244
365
108
352
473

1.9
18.9
©.8)
2.9
2.3
1.9
2.9
13.6
2.6
3.6

(million euros)

121
522
(401)
121
4)
117
255
59
176
176

1.0
95
G.7)
1.0
@.1)
0.9
2.0
7.1
1.3
1.3

(a) Excluding, for comparability purposes, in Jun-20 restated the customer deposits from Banco Montepio Geral Cabo Verde (120.7 €1 n) which in 2020 started to be

classified as discontinued operations.
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DEBT ISSUED

The heading of Debt issued incorporates the amounts recorded in the balance sheet related to Liabilities

represented by securities and Subordinated liabilities.

As at 30 June 2021, the value of Debt issued stood at 1,487 million euros, representing a reduction of 29
million euros (-1.9%) in relation to the value of 1,516 million euros recorded as at 31 December 2020, primarily
as a result of the decrease recorded in Liabilities represented by securities (-23 million euros), and in Other
subordinated debt (-6 million euros). The evolution observed in Liabilities represented by securities in relation
to 2020 reveals the decrease recorded in Securitisations (-22 million euros), associated to the reduction
recorded in Cash bonds (-3 million euros) combined with the increase of Mortgage bonds (+2 million euros).
The decrease recorded in Other subordinated liabilities in relation to the end of 2020 was caused by the
movement occurred during the first half of 2021 (which includes the accrued interest on the balance sheet)
in the issuances named MONTEPIO EMTN SUB 2018/2028 (+2 million euros), MONTEPIO EMTN SUB
2019/2029 (-5 million euros) and MONTEPIO EMTN SUB 2020/2030 (-2 million euros).

NON CURRENT LIABILITIES HELD FOR SALE — DISCONTINUED OPERATIONS

As at 30 June 2021, the heading of Non-current liabilities held for sale - Discontinued operations amounted
to 105 million euros, corresponding to the value of the liabilities recorded by the Group’s operations related
to the subsidiaries Banco Montepio Geral - Cabo Verde, Sociedade Unipessoal, S.A. and Montepio Valor -
Sociedade Gestora de Fundos de Investimento, S.A., after having been adjusted for the necessary
movements of the consolidation process, having been stated following the application of IFRS 5, as indicated

in Note 60 of the notes to the consolidated financial statements.

OTHER

The aggregate Other, presented in the Liabilities of the synthetic balance sheet, stood at 301 million euros
as at 30 June 2021 (283 million euros at the end of 2020), and incorporates the headings of Financial liabilities
held for trading, Hedge derivatives, Provisions, Current tax liabilities and Other liabilities.

TOTAL EQUIY

Equity amounted to 1,351 million euros as at 30 June  Total Equity

2021, showing a 1.8% increase in relation to the value (€Mn)
at the end of 2020, reflecting, on the one hand, the +1.8%

. : - ——iilo- >
positive effect of the actuarial deviations of the 1359 1359 i 1351

Pension Fund (+62 million euros) and the evolution of 1327
the fair value reserve (+37 million euros), and on the

other hand, the recording of negative net income of

33 million euros in the first half of 2021.

Jun-20 Jun-20 Dec-20 Jun-21
Restated
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In the first half of 2021, Banco Montepio recorded a consolidated net income of -33.0 million euros, comparing
favourably to the value of -51.3 million euros recorded in the first half of 2020. The net income of the first half
of 2021 reflects, on the one hand, the lower level of Impairments and provisions (60.7 million euros) compared
to the first half of 2020 (122.5 million euros), despite still being influenced by the adverse circumstances
caused by the Covid-19 pandemic, and, on the other hand, the lower contribution of Finibanco Angola in
relation to the contribution of the same period of 2020, as well as the non-recurring costs incurred during the
first half of 2021, of the value of 4.1 million euros related to the Staff adjustment measures (3.2 million euros)

and to the reduction of non-strategic assets (0.9 million euros).

SYNTHETIC INCOME STATEMENT

(million euros)

Net interest income 114.7 121.3 242.8 114.3 (7.0) (5.8)
Net fees and commissions 56.1 55.4 115.3 54.9 (0.5) (1.0)
Core total operating income 170.8 176.7 358.1 169.2 (7.5) 4.2
Income from equity instruments 1.7 1.7 3.0 1.7 0.0 1.6
Results from financial operations 7.2 13.9 17.9 (3.3) (17.2) (<100)
Other operating income (10.8) (11.2) 14.7 (8.1) 3.1 27.7
Total operating income 168.9 181.1 393.7 159.5 (21.6) (11.9)
Staff Costs 78.8 80.8 189.3 79.5 (1.3) (1.6)
General and administrative expenses 325 334 67.0 32.0 (1.4) 4.1)
Depreciation and amortization 16.2 16.8 35.1 17.8 1.0 6.0
Operating costs 127.5 131.0 291.4 129.3 1.7) (1.3)
Operating costs, excluding specific impacts® 127.5 131.0 261.9 125.2 (5.8) (4.4)

Net operating income before provisions and

o 41.4 50.1  102.3 302 (19.9) (39.7)
impairments

Net provisions and impairments 122.3 122.5 220.8 60.7 (61.8) (50.4)
Share of profit (losses) booked under the equity 0.3) 0.3) ©.7) ©.2) 01 294
method

Net income before income tax (81.2) (72.7)  (119.2) (30.7) 42.0 57.8
Income tax (24.9) (23.7) (42.3) 1.2 24.9 >100
Net mcpme after income tax from continuing (56.3) (49.0) (76.9) (31.9) 171 349
operations

Income from discontinued operations 6.2 (1.2) 1.9) (0.8) 0.3 29.0
Non-controlling interests 1.2 1.2 1.9 0.4 (0.8) (71.6)
Net Income (51.3) (51.3) (80.7) (33.0) 18.3 35.7

(a) Excluding the amount related to the increase in Personnel costs and in General administrative expenses generated by operational adjustment measures of 29.5
M€in the 4th quarter of 2020 and 4.1M €in the st half of 2021.
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TOTAL OPERATING INCOME

The Total operating income of the first half of 2021 amounted to 159.5 million euros, compared to the value
of 181.1 million euros in the first half of 2020, as a result of the reduction of Results from financial operations,
Net interest income and Net fees and commissions, despite the favourable evolution of Income from equity

instruments and Other operating income.

NET INTEREST INCOME

In the first half of 2021, Net interest income stood at 114.3 ) .
Net interest income

million euros, compared to the value of 121.3 million euros

recorded in the first half of 2020, that, despite the slowdown (€Mn)
of economic activity of families and companies, captured
the positive effects of the commercial dynamics, embodied 114.7 121.3 114.3

in the favourable evolution of the performing loans and in
the lower cost of the interest of customer deposits.
However, this was not sufficient to offset the negative effect
related to the low market interest rates which constrain the

profitability of operations and the repricing of the loan
1st half.20  1st half.20 1st half.21

portfolio and interest of the securities portfolio, in addition to Restated

the increased interest on the subordinate debt issuances

and the synthetic securitisation operation on a portfolio of performing loans granted to SME initiated in
December 2020. It is also important to stress that, in the first half of 2021, there was an annulment of 0.5
million euros of interest of operations that were classified under stage 3, with this effect having been

associated to the Covid-19 pandemic.

In the first half of 2021, Net interest income was penalised by a reduction of the interest of Cash and deposits
at other credit institutions and Loans and advances to other credit institutions of 3.2 million euros, reflecting
the increased balance in the portfolio (volume effect), alongside the evolution of the average interest rate
(price effect) from -0.03% and 1.00%, in the first half of 2020 to -0.26% and 0.28% respectively, in the first
half of 2021.

The reduction of the interest of the portfolio of Loans to customers of 4.6 million euros in the first half of 2021
likewise contributed to lower Net interest income, via the evolution of the average interest rate (price effect)
from 2.11% in the first half of 2020 to 2.04% in the first half of 2021, in a context in which the main reference

rates continue on negative ground, reaching successive minimum figures.

In the first half of 2021, Net interest income was also penalised by the reduction of 1.6 million euros observed
in the Securities portfolio, which reflected the reduction of the average interest rate (price effect) from 0.56%
in the first half of 2020 to 0.43% in the first half of 2021, despite the increased balance of the portfolio (volume
effect).

The interest paid for Senior debt issued, although of a lower materiality, also contributed to the adverse
evolution of Net interest income in increasing by 0.6 million euros in relation to the first half of 2020, via the
price effect, with the average interest rate having shifted from 0.63% in the first half of 2020 to 0.76% in the
first half of 2021.
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The negative impact of Net interest income of the additional 1.7 million euros in interest paid by the
Subordinated debt in the first half of 2021 in relation to the first half of 2020 reflected the increased balance
of the portfolio (volume effect) driven by the synthetic securitisation operation on a portfolio of performing
loans granted to SME initiated in December 2020, despite the reduction of the average interest rate (price
effect) of 9.57% in the first half of 2020 to 8.89% in the first half of 2021.

On the other hand, Net interest income benefited from the reduction of costs related to interest of Resources
from central banks that fell by 0.3 million euros, via the volume effect, with the average interest rate having
shifted from -0.39% in the first half of 2020 to -0.28% in the first half of 2021.

Resources from other credit institutions also contributed to the favourable evolution of Net interest income in
decreasing by 0.8 million euros, via the price effect, with the average interest rate having fallen from 0.30%
in the first half of 2020 to 0.01% in the first half of 2021.

The reduction of the cost associated to Customer deposits of 4.8 million euros contributed positively to the
evolution of Net interest income via the price effect, portraying the impacts of the reduction of the average
interest rate of the portfolio of deposits from 0.17% in the first half of 2020 to 0.10% in the first half of 2021,
benefiting from the conducted pricing management in the capture of new deposits, as well as in the renewal

of existing deposits, and from the increased proportion of sight deposits.

In the first half of 2021, the Net interest margin thus stood at 1.30%, compared to 1.47% in the first half of
2020, namely revealing the impact of Covid-19 on economic agents, the context of low interest rates and the

highly competitive environment, which continue to constrain the performance of net interest income.

BREAKDOWN OF NET INTEREST INCOME

(million euros)

Avg. Avg. Avg. Avg.
amount rate (%) Interest amount rate (%) Interest
Assets
Cash and deposits 820 -0.03 (0.2) 1799 -0.26 (2.4)
Loans and advances to OCI 291 1.00 1.5 340 0.28 0.5
Loans to customers 12 371 2.11 132.0 12 421 2.04 127.4
Securities portfolio 2779 0.56 7.9 2 908 0.43 6.3
Other assets at fair value 11 1.28 0.1 10 1.37 0.1
Other (includes derivatives) - - 8.8 - - 7.3
subtotal 16 271 1.83 150.1 17 479 1.58 139.2
Liabilities
Resources from central banks 1443 -0.39 -2.8 2 238 -0.28 -3.1
Resources from OCI 546 0.30 0.8 814 0.01 0.1
Customer deposits 12 382 0.17 10.8 12 430 0.10 6.0
Senior debt 1357 0.63 4.3 1289 0.76 4.9
Subordinated debt 165 9.57 8.0 216 8.89 9.7
Other (includes derivatives) - - 7.7 - - 7.4
subtotal 15 894 0.36 28.8 16 988 0.29 25.0
Net interest margin 1.47 121.3 1.30 114.3
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EVOLUTION OF NET INTEREST INCOME BETWEEN THE 1ST HALF OF 2020 AND THE 1ST HALF OF 2021

Assets
Cash and deposits
Loans and advances to Other credit institutions
Loans to customers
Securities portfolio
Other assets at fair value
Other (includes derivatives)
subtotal
Liabilities
Resources from central banks
Resources from Other credit institutions
Customer deposits
Senior debt
Subordinated debt
Other (includes derivatives)
subtotal

INCOME FROM EQUITY INSTRUMENTS

0.2)
0.3
0.5
0.4

(0.0)

111

(1.6)
0.4
0.0

(0.2)
2.5
0.0
2.0

(1.0)
1.1)
(4.5)
(1.8)

0.0
0.0
(19.8)

0.8
(0.8)
(4.8)

0.9
(0.6)

(5.3)

(1.1)
0.2)
©.7)
©0.1)
(0.0)
(1.4)
2.2)

0.5
(0.4)
©.1)
0.1)
0.2)
(0.3)
(0.5)

(million euros)

(2.3)
(1.0)
(4.6)
(1.6)
(0.0)
(1.4)

(10.9)

0.3)
(0.8)
(4.8)

0.6

1.7
(0.3)
(3.9)

The heading of Income from equity instruments includes the income associated with variable yield securities,

namely shares related to investments stated in the portfolio of assets available for sale. The value recorded

in the first half of 2021 amounted to 1.7 million euros, in line with the value recorded in the first half of 2020,

which includes 1.39 million euros relative to dividends received from the company Unicre, 0.17 million euros

from SIBS, and 0.16 million euros from Monteiro Aranha (0.95 million euros from the company Almina and

0.55 million euros from Monteiro Aranha in the first half of 2020).

NET FEES AND COMMISSIONS

The strategy delineated for the progression of fees and
commissions is underpinned by the ongoing management of
pricing by its suitability to Banco Montepio's value
proposition for each segment, defined according to its life
cycle and financial profile, as well as by the growth of the first
bank share, inducing a progressive increase of the base of

Customers with higher transaction and binding levels.

In the first half of 2021, net fees and commissions remained
practically stable, having evolved from 55.4 million euros in
the first half of 2020 to 54.9 million euros in the first half of

2021, nevertheless, incorporating the negative impact of the

Net fees and commissions

56.1

1st half.20

55.4

1st half.20
Restated

€Mn

54.9

1st half.21

reduction of the activity levels of economic agents and the lower transactionality brought in by the Covid-19

pandemic, the effect of the moratoria and the applicable legislation on the charging of fees and commissions

on loans, and the measures to support Customers implemented by Banco Montepio, such as the suspension

of fees associated with means of payment.
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The progression of Net fees and commissions reflect the favourable performance of Market fees and
commissions® which increased by 0.1 million euros (+2.5%) and Other fees and commissions” which grew
by 0.1 million euros (+0.2%), that, however, were not sufficient to offset the reduction of Loan fees and
commissions of 0.1 million euros (-2.0%) and the decline of Fees and commissions on payment services® of

0.6 million euros (-6.5%).

RESULTS FROM FINANCIAL OPERATIONS

The Results from financial operations stood at -3.3 million euros in the first half of 2021, compared to 13.9
million euros recorded in the first half of 2020, reflecting the lower net gains from financial assets at fair value
through other comprehensive income (-18.3 million euros in relation to the first half of 2020), primarily
reflecting the higher gains from the sale of Portuguese public debt securities carried out in the first half of
2020 and, to a lesser extent, the reduction of the net gains from foreign exchange differences (-4.3 million

euros).

The Results from financial operations in the first half of 2021 also reflect the favourable evolution of the net
gains/(losses) from financial assets and liabilities at fair value through profit or loss, which stood at -6,5 million
euros in comparison to -11.9 million euros in the first half of 2020, due to the impact of the loss of value of a
derivative arising from a loan disposal operation, with a loss of 12.8 million euros having been recorded in
that period, and from financial assets and liabilities at fair value through profit or loss, namely in participation
units, driven by the anticipation of the impact arising from the liquidation of the real estate investment funds

managed by Norfin.

RESULTS FROM FINANCIAL OPERATIONS

(million euros)

Net gains / (losses) from finacial assets and liabilities

; : 11.9 11.9 18.7 6.5 5.4 45.1
at fair value through profit or loss ( ) ( ) ( ) (6.5)
Net gains / (losses) from ﬁ_nanqal assets at fair value 18.8 18.8 237 05 (183) (97.2)
through other comprehensive income
Net gains / (losses) from foreign exchange differences 0.3 7.0 12.9 2.7 (4.3) (60.6)
of which: Results from the sale of Portuguese public 115 115 13.1 01 (114) (99.1)

debt

OTHER RESULTS

The aggregate Other results incorporates the Net gains from the sale of other assets and Other operating
income, which include, among others, the income obtained from the revaluation of investment properties,
from services rendered, from investment property rents and from the reimbursement of expenses, as well as
the costs related to banking sector contributions to the Resolution Fund and Deposit Guarantee Fund, and

to loan recovery services.

% Includes fees for management, administration and custody of assets and operations on securities.

" Includes fees for insurance mediation, provision of banking service and operations provided on account of third parties.

8 Includes fees for deposit, custody, administration and collection of values, account maintenance, management, annuities, withdrawals
subject to fees and commissions and credit card incidences.
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Other results stood at -8.1 million euros in the first half of 2021, comparing favourably with the value of -11.2
million euros recorded in the first half of 2020. This primarily reflects, on the one hand, the income of 14.7
million euros from the sale of a portfolio of debt securities recorded at amortised cost in March 2021, and on
the other hand, the lower income (net) from the sale real estate properties held for trading (-4.9 million euros),
and higher costs related to Regulatory contributions of 2.8 million euros (in 2020 the exceptional solidarity

contribution was recorded in the third quarter).

OPERATING COSTS

In the first half of 2021, total Operating costs amounted to 129.3 million euros, representing a 1.3% reduction

in relation to the value recorded in the first half of 2020, despite Operating costs

the impact of the costs related to the Staff adjustment

measures concerning early retirement and rescissions by M
mutual agreement (3.2 million euros) and the costs incurred 127.5 1310 129.3
with the reduction of non-strategic assets (0.9 million euros). 4.1
Excluding these effects, Operating costs would have fallen by ——:‘}'—4—0/9—:

5.8 million euros (-4.4%) compared to the first half of 2020. 12v5_2

Staff costs reached 79.5 million euros in the first half of 2021,
reflecting a reduction of 1.3 million euros (-1.6%) in relation to lsthalf20  1sthalf.20  1st half.21
the value of 80.8 million euros stated in the first half of 2020, Restated

influenced by the recording of 3.2 million euros of costs related 2) Impact arising from operating costs associated with

. . ti | adjust t .
to the Staff adjustment measures. These costs incorporate the ~ °Peraiond adusiment measures

expenses incurred via the programme of early retirement and rescissions by mutual agreement, and include
the components of the Pension Fund, compensations and health charges. Excluding this impact, Staff costs

would have fallen by 4.5 million euros in relation to the same period of the previous year (-5.6%).

In the aggregate Staff costs, the heading of Remunerations fell by 3.1 million euros compared to the first half
of 2020. In turn, in the 2nd quarter of 2021 costs related to the Pension Fund showed the impact of the

reduction of the respective liabilities that led to the recognition of a gain of 1.4 million euros in June 2021.

General and administrative expenses stood at 32.0 million euros in the first half of 2021, reflecting a reduction
of 1.4 million euros in relation to the value of 33.4 million euros recorded in the first half of 2020 (-4.1%),
primarily benefiting from the reductions recorded in Other administrative costs (-1.8 million euros) and
Consumables (-0.4 million euros), despite the increases recorded in the aggregates Specialised services,
that include the headings of Other specialised services, Information Technology, and Independent work (+1.4

million euros).

Excluding the non-recurring costs incurred with the reduction of non-strategic assets (0.9 million euros),
General and administrative expenses would have fallen by 2.3 million euros compared to the first half of 2020
(-6.8%).

Amortisation and depreciation amounted to 17.8 million euros (+6.0%) in the first half of 2021, compared to
16.8 million euros recorded in the first half of 2020, basically reflecting the increase related to computer

software.
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In the first half of 2021, the cost-to-income ratio, corrected for non-recurring costs related to the Staff
adjustment measures and the costs incurred with the reduction of non-strategic assets, and the more volatile
components of the results, such as the Results from financial operations and Other results (Net gains from
the sale of other assets and Other operating income), stood at 73.3% compared to 73.4% recorded in the

first half of 2020, primarily reflecting the reduction of Total operating income.

OPERATING COSTS

(million euros)

Staff Costs 78.8 80.8 189.3 79.5 (2.3 (1.6)
General and administrative expenses 325 33.4 67.0 32.0 (1.4) (4.1)
Depreciation and amortisation 16.2 16.8 35.1 17.8 1.0 6.0

Efficiency ratios
Cost-to-income (Operating costs / Total operating income) 75.5%  72.3%  74.0%  81.1% 8.8 p.p.

Cost-to-income, excluding specific impacts @ ©) 73.9%  73.4% 72.5%  73.3% (0.1p.p.)

(a) Excludes the amount related to the increase in Personnel costs and in General administrative expenses generated by the operational adjustment measures of 29.5 M€n the 4th
quarter of 2020 and 4,M €in the st half of 2021

(b) Pursuant to Banco de Portugal Instruction No. 16/2004, in its current version.

(c) Excludes results from financial operations and Other income (proceeds from the sale of other assets and other operating income).

IMPAIRMENTS AND PROVISIONS

The allocations for Impairments and provisions amounted to 60.7 million euros in the first half of 2021,
reflecting a reduction of 61.8 million euros (-50.4%) in relation to the first half of 2020, which experienced the
main impact of the Covid-19 pandemic. This was driven on the one hand, by the reduction of the Impairment
of loans and advances to customers and credit institutions of 53.7 million euros, of the Impairment of other
financial assets of 2.8 million euros, and of the Other provisions of 9.4 million euros, and on the other hand,

by the increased impairment of other assets of 4.0 million euros.

The allocations for Impairment of loans and advances to customers and credit institutions incorporate the
result of the individual analysis made to significant exposures that showed signs of impairment, on the one
hand, and the value derived from the impairment model used to calculate the impairment associated with
homogeneous populations, on the other hand, pursuant to accounting policy 1. ¢) described in the notes to

the financial statements.

In the first half of 2021, the Impairment of loans and advances to customers and credit institutions (net of
reversals) stood at 55.1 million euros, compared to the value of 108.8 million euros in the first half of 2020
(-53.7 million euros). This shift was fundamentally driven by the lower allocation of impairment for risk of loans
to customers, of 57.6 million euros in the first half of 2021, in relation to the 109.9 million euros in the first half
of 2020, as aresult, at that time, of the increased credit risk triggered by the Covid-19 pandemic. The evolution
of Loan impairment in the first half of 2021 also benefited from the higher level of loan recovery and interest,

of the value of 2.5 million euros in relation to the 1.2 million euros in the same half of 2020.
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At the same time, Loans to customers (gross) reached 12,318 million euros (12,357 million euros recorded
at the end of 2020). The two combined effects led a reduction in the cost of credit risk to stand at 0.9%,
compared to 1.5% at the end of 2020.

The aggregate of Other impairment and provisions, related to other financial assets, other assets and
provisions, amounted to 5.6 million euros in the first half of 2021 in comparison to 13.7 million euros recorded
in the first half of 2020. This essentially reveals the lower allocations made for other financial assets and for
other provisions that, in this case, include the provisioning of the off-balance exposures, and the
strengthening of the impairments for other assets derived from the impairments constituted for real estate

properties for trading.

The Impairment of other financial assets stood at 3.0 million euros, having fallen by 2.8 million euros in
relation to the 5.8 million euros recorded in the first half of 2020, and mainly corresponds to the constitution
of impairments on debt securities of sovereign issuers. This evolution was particularly driven by the lower
allocation for the year net of reversals for impairment of financial assets at fair value through other
comprehensive income (-2.3 million euros), associated to the reduction of the allocation for the year net of

reversals for impairment of other financial assets at amortised cost (-0.5 million euros).

The value recorded in the first half of 2021 for Impairment of other assets amounted to 9.5 million euros (5.5
million euros recorded in the first half of 2020), mainly consisting of impairments for real estate properties,
essentially related to the process of updating the valuations of the real estate properties for trading and, as
well as the valuations made by independent experts of a set of properties that were closed under the process

of resizing Banco Montepio’s distribution network.

In turn, Other provisions amounted to -6.9 million euros in the first half of 2021, revealing a reduction of 9.4
million euros compared to the value of 2.5 million euros recorded in the first half of 2020. Other provisions
include the impacts of the reversal of provisions under the repurchases made under the Atlas | operation
(-2.4 million euros), which led to a reinforcement in loan impairment of the value of 1.5 million euros, of the
restitution of the impairment of off-balance exposures of 2.2 million euros, and of the reversal of 2.3 million

euros relative to judicial proceedings initiated by Banco de Portugal.

IMPAIRMENTS AND PROVISIONS

(million euros)

Impairment of loans and advances to customers

and to credit institutions 109.4 108.8 185.1 55.1 (53.7) (49.4)
Impairment of other financial assets 5.6 5.8 12.2 3.0 (2.8) (48.3)
Impairment of other assets 55 55 19.4 9.5 4.0 73.8
Other provisions 1.8 25 4.1 (6.9) (9.4) (<100)
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INCOME TAX

In the first half of 2021, the current and deferred taxes amounted to 1.2 million euros, compared to -23.7
million euros recorded in the first half of 2020, having been stated in conformity with the International
Accounting Standards (IAS) and observing the tax system applicable to each subsidiary of the Banco

Montepio Group.

Deferred tax assets arise, on one angle, from the fact that the accounting treatment diverges from the tax
framework, namely with respect to the statement of impairment costs, thus leading to the statement of
deferred tax assets associated with temporary differences, as well as other costs not accepted for tax
purposes. Furthermore, due to the current context of negative profitability, new deferred taxes due to tax

losses were generated.

INCOME FROM DISCONTINUED OPERATIONS

The heading of Results from discontinued operations incorporates the net income for the year of the
subsidiaries Banco Montepio Geral Cabo Verde, Sociedade Unipessoal, S.A. and Montepio Valor, Sociedade
Gestora de Fundos de Investimento, S.A., attributable to the Banco Montepio Group under the application of
the accounting policy defined in IFRS 5, which stood at -0.8 million euros in the first half of 2021, compared

to -1.1 million euros in the first half of 2020.

NON-CONTROLLING INTERESTS

The Non-controlling interests recorded in the first half of 2021 (0.4 million euros) correspond to the portion of

equity held by third parties in the subsidiary Finibanco Angola, S.A..
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The liabilities related to post-employment and long-term benefits of the Employees amounted to 830.3 million
euros as at 30 June 2021, compared to 874.9 million euros recorded as at 31 December 2020, showing a

reduction of 44.6 million euros.

The evolution of the liabilities was driven, on the one hand, by the increase arising from the cost of interest
and current service of 7.7 million euros, by the impact of the actuarial deviations of 3.7 million euros, and by
the component of Others of 7.3 million euros, which includes the pensions paid by the Fund and by Banco

Montepio and the contribution of the participants.

On the other hand, a reduction was recorded in the liabilities related to pensions due to the decrease of the
component of Early retirement, rescissions by mutual agreement and other of 11.9 million euros, and by the
effect associated with the change of actuarial assumptions, reflected in a reduction of 51.4 million euros, as

illustrated in the graph.

Evolution of pension liabilities in June 2021

- (€EMn)
874.9 .
11.9 3.7 7.3 830.3
) -51.4

r T T T T T T 1

Dec.20 Interest cost  Early retirements, Change of Actuaiial Othei @ Jun.21

and current rescissions by mutual  assumptions deviations
service agreement and
others

(1) Includes Pensions paid by the Fund, Pensions paid by Banco Montepio, Contribution from participants and others.

The value of the Pension Fund's assets increased by 0.9%, reaching the total value of 873.5 million euros as
at 30 June 2021, compared to 865.5 million euros recorded at the end of 2020, continuing to show a
conservative distribution, with 67.7% of these assets invested in Bonds compared to 68.5% as at 31
December 2020.

Distribution of the pension fund assets portfolio

31 December 2020 30 June 2021
Other  Liquidity Other Liquidity
9 0,
Shares 0.7%  ~ 5:5% Shares 0.6%  53%
20.7% 20.9%
Real Estate Real Estate
az se% N

Bonds Bonds
68.5% 67.7%
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The evolution of the key indicators of the Pension Fund with reference to December 2020 and June 2021 are

presented below, namely its liabilities, assets and their financing levels.

PENSION FUND

Total liabilities
Minimum liabilities to be financed
Value of the Pension Fund's assets
Cowerage:

Minimum liabilities )

Total liabilities

874.9
851.5
865.5

102.7%
100.0%

(million euros)

830.3 (44.6) 5.1
808.9 (42.6) (5.0
873.5 8.0 0.9
109.0% 6.3 p.p.
106.2% 6.2 p.p.

(1) Also considering, in Dec-20 and Jun-21 the component directly financed by Banco M ontepio referring to employees who are temporarily suspended from
employment contracts and the contribution to Social Welfare Services (defined contribution).

Banco Montepio's total liabilities were entirely funded, with a coverage level of 106.2% as at 30 June 2021.

Pursuant to Banco Montepio's accounting policy, and following the appraisal made on the adequacy of the

actuarial assumptions, the discount rate was changed to 1.50% as at 30 June 2021, compared to 1.15% as

at 31 December 2020, taking into account the evolution occurred in the key market indices related to high
quality bonds and the duration of the Pension Fund’s liabilities. As at 30 June 2021, the average duration of

the liabilities related to Bank Montepio Group Employee pensions was 18 years (19.0 years as at 31

December 2020), including actively employed and pensioners.

The main actuarial assumptions used to determine the liabilities in December 2020 and June 2021 are

presented in the following table. The information is supplemented by the details presented in Note 50 to the

consolidated financial statements.

ACTUARIAL ASSUMPTIONS

Financial Assumptions
Salary growth rate
Pension growth rate
Rate of return of the Fund
Discount rate
Revaluation rate
Salary growth rate - Social Security
Pension growth rate
Demographic assumptions and valuation methods
Mortality table
Men
Women
Actuarial Valuation Methods ®
(1) Projected Unit Credit method.

0.50%
0.30%
1.15%
1.15%
0.00%
1.25%
1.00%

TV 88/90

TV 88/90 -3 years

ucpP

0.50%
0.30%
1.50%
1.50%
0.00%
1.25%
1.00%

TV 88/90
TV 88/90 -3 years
UCP
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The Banco Montepio Group's risk management framework entails a series of policies and procedures and

the definition of limits concerning risk appetite (RAS — Risk Appetite Statement), as well as the establishment

of controls that enable, in an appropriate and integrated manner, identifying, assessing, monitoring, mitigating

and reporting the risks derived from the activities developed in the different business lines and entities of the

Group. Risk management falls under the overall strategy, embodied in the definition of risk appetite in its

various dimensions, in consolidated terms as well as for the different entities comprising the Group.

INTERNAL CONTROL SYSTEM

In line with Banco de Portugal Notice 3/2020 and all other provisions, the internal control system is defined

as the series of strategies, systems, processes, policies and procedures established within the Banco

Montepio Group for the purpose of ensuring:

a)

b)

An efficient and profitable performance of the activity, in the medium and long-term, which guarantees
the effective use of the assets and resources, the continuity of the business and actual survival of
the Group, through the adequate management and control of the risks of the activity, the prudent and
appropriate evaluation of the assets and liabilities, as well as the implementation of mitigation
mechanisms against non-authorised, intentional or negligent uses;

The existence of financial and managerial information which is complete, pertinent, reliable and
timely, to support decision-making and control processes, both at an internal and external level;
Respect for the applicable legal and regulatory provisions including those relative to anti-money
laundering and counter terrorist financing, as well as the professional and ethical standards and
practice, the internal and statutory rules, the rules on conduct and relations with Customers, the
guidelines of the governing bodies, the disclosure of relevant information on related parties namely
pursuant to articles 85 and 109 of the Legal Framework of Credit Institutions and Financial
Companies (as indicated in Note 53 of the notes to the consolidated financial statements) and the
recommendations of the European Banking Authority (EBA) and the Basel Committee on Banking
Supervision (BCBS), in order to protect the Group's reputation and prevent it from being applied

penalties.

Accordingly, the internal control system is based on:

a)

b)

An adequate control environment supported by a well-defined organisational structure, safeguarding
the separation of functions and a code of conduct applicable to all the Employees that defines the
standards of ethics, integrity and professionalism;

A robust risk management system, aimed at the identification, evaluation, follow-up and control of all
risks which might influence the strategy and goals defined by the Group;

An efficient information and communication system, implemented to guarantee the collection,
processing and exchange of relevant, encompassing and consistent data, within a period of time and
manner allowing for the effective and timely management and control of the activity and of the

Group's risks;
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d) An effective monitoring process, implemented with a view to ensuring the adequacy and
effectiveness of the actual internal control system over time, which guarantees, in particular, the

timely identification of any flaws so as to strengthen the internal control system.

The following three control functions support the internal control system, namely: risk management function,
compliance function and internal audit function aimed at ensuring the effective management and control of
the risks associated to the Banco Montepio Group's activity, including the branches abroad. These three
functions of Banco Montepio ensure the corporate function and alignment at the Group level, notwithstanding
the existence of local functions in different entities of the Group. In this way, the internal control system is
applied in a consistent manner in the Group's entities, safeguarding compliance with the legal and regulatory

requirements of the different jurisdictions.

RISK MANAGEMENT SYSTEM

The Banco Montepio Group has a risk management system that constitutes one of the pillars on which the
internal control system is sustained, consisting of a series of processes that enable ensuring the correct
comprehension of the material risks to which the Institution is exposed. The risk management system aims
to identify, assess, monitor and control all the material risks to which the Institution is exposed, both via
internal and external means, in order to ensure that they stay within the levels previously defined by the Board
of Directors, and should not affect the Institution's financial situation.

The risk management strategy is established in conformity with the Banco Montepio Group's risk appetite
statement, considering aspects of solvency, liquidity, profitability and asset quality, as well as other financial

and non-financial risks.

The risk management function, which is performed by the Risk Department (DRI) at Banco Montepio, is
responsible for the effective application of the risk management system. The risk management function
consists of one of the three key functions on which Banco Montepio's internal control system is based,
simultaneously with the compliance and audit functions. Together, these functions constitute the three
elements of the model of 3 lines of defence established by the guidelines of the European Banking Authority

(EBA) on internal governance best practice.

The risk function operates as a second line of defence of the internal control system, ensuring the existence
of an appropriate risk management system and aimed at obtaining a vision of the Institution's overall risk
profile, while challenging and supporting the business lines in the implementation of the first line processes
of control. The main responsibilities of Banco Montepio's risk management function, in conformity with the
internal regulation of the function and the organic statutes, and taking into account the regulatory framework

and the guidelines of the EBA are as follows:

a) Promote the implementation of the Banco Montepio Group's risk policies approved by the Board of
Directors in the context of the risk management and control function;

b) Ensure the appropriate identification of the nature of the risks underlying the activity of the entities
comprising the Group, the assessment and precise measurement of the magnitude of these risks, as
well as the monitoring and effective control of the respective impact;

¢) Monitor the approved risk appetite indicators, proposing, where necessary, the measures that ensure

their compliance;
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d) Support the Executive Committee in taking decisions of material influence in the Group’s risk
profile; and

e) Ensure compliance with the legislation and regulations in force.

Under the risk management function, the following developments that place in the first half of 2021 are
highlighted:

¢ Review of the Credit Risk Policy and Regulation;

e Review of the scoring and rating models;

e Adjustment of processes to the activity of BEM, in accordance with the new strategy;

e Continuation of the reinforcement and improvement of the risk management information system and
reporting produced by the Risk Department (DRI);

e Continuation of the updating and review of internal rules and regulations on various processes
related to risk;

e Implementation of new regulatory requirements under CRR II;

e Pursuit of the strengthening of the processes for calculation and reporting interest rate risk, pursuant
to Banco de Portugal Instruction 34/2018 and most recent EBA guidelines; and

e Review and updating of the Bank’s risk classification, as well as the process of identification of

material risks.

The compliance function as an integral part of the internal control system, and operating as a second line of
defence, undertakes responsibility for the management of compliance risk, i.e., the risk of legal or regulatory
penalties, financial or reputation loss, as a consequence of breach of laws, regulations, specific
determinations, contracts, rules of conduct and relations with Customers, ethical principles or internal rules

of Banco Montepio.

Compliance risk is mitigated by promoting a culture of ethics and compliance, and by independent, permanent
and effective intervention of this function in the Bank's main procedures that imply compliance risk. For the
purpose of compliance and reputational risk management, Banco Montepio has a Policy and Methodological
Approach for Compliance Risk Management and a Policy and Methodological Approach for Reputation Risk
Management, both of which are communicated to all the institution's employees. These policies support the
adoption of a compliance culture based on the identification, assessment, monitoring and mitigation of

compliance risk.

The compliance function has the necessary autonomy to perform its functions independently, reporting to the
Board of Directors and the Audit Committee on relevant matters such as approval of the activities and training
plan, the budget, as well as compliance policies, and also on any indications of breach of legal obligations or
rules of conduct that may cause Banco Montepio and/or the Banco Montepio Group Companies to incur in

unlawful conduct of the nature of an administrative offence.

The implemented activities are identified with appraisal of aspects that contribute to the characterisation of
compliance risk, especially in the annual training plan of the Employees and in institutional processes,
associated with products and services with the consolidation of the process of prior analysis and monitoring
of the offer of products and services of Banco Montepio, duties of disclosure of information to Customers

and, in general, providing specialized support on matters of control and compliance.
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At the beginning of 2021, the compliance function underwent an internal reorganisation, aimed at separating
the compliance management function from the compliance and reputational risk management function, in
order to strengthen the control and monitoring processes a posteriori, with the compliance management
processes continuing to be more based on prior controls and advising on regulatory issues, in a separate
area. At the monitoring level, the mechanisms to monitor the Banco Montepio Group branches were
strengthened (from the compliance perspective), with a reporting package having been implemented that
seeks to obtain information to carry out compliance risk management from a consolidated standpoint. These
changes also seek to accommodate the new legal and regulatory requirements, especially those arising from
the implementation of Banco de Portugal Notice 3/2020, with the Compliance Department henceforth
comprising a separate department to support the management of the internal control system. This department
aims to foster the appropriate and effective management of the internal control system, in close articulation
with the internal control functions, being particularly responsible for the integrated and overall monitoring and
centralising of the internal control flaws and corresponding action plans, striving to ensure their

implementation and conducting their regular follow-up.

Under anti-money laundering and counter terrorist financing (ML/TF), special note is made of the change of
the structure of the Prevention of Financial Crime Department, with the creation of filtering, monitoring,
Customers and counterparts, and prevention of market abuse units. Reference is also made to the
mechanisms of control of politically expose persons, and the continuous improvement of the implemented

processes and controls.

At the Banco Montepio Group, the internal audit function is carried out by the Audit and Inspection Department
(DAI) of Banco Montepio, which, under a perspective of shared services, carries out the audit function for all
the other entities of the Group, with the exception of external entities in which there is a specific audit function.
In this situation, the Audit and Inspection Department carries out the corporate function, through the functional
coordination of the local audit function, in order to ensure the alignment of practices and procedures at a

Group level, including the conduct of local audit actions.

In terms of mission, the internal audit function assists Banco Montepio Group in achieving its objectives
through the use of a systematic and disciplined approach to assess and improve the efficacy of the risk

management, internal control and governance processes.

The internal audit function is an integral part of the process of monitoring the organisational culture, the
governance and internal control systems and, as a third line of defence, conducts independent and
risk-oriented assessments of the activities, systems and processes, including the risk management function

and the compliance function.
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Risk Appetite Framework (RAF)

The RAF constitutes the main element of the Group's risk management system, being a general approach,
according to which the risk appetite and strategy are established, communicated and monitored, including
the necessary policies, processes, controls and systems. The risk limits underlying the risk management
strategy and the maintenance of appropriate levels of capital and liquidity are documented in a Risk Appetite
Statement (RAS) approved by the management bodies. The risk management system is part of the internal
control system of the Banco Montepio Group, whose objective is the development of the activity in a sustained

manner in line with the established RAS.

The evolution of the Banco Montepio Group’s risk profile is regularly monitored in relation to the established

risk appetite, with the respective reporting to the Board of Directors and monitoring by the Supervisory Board.

RISK MANAGEMENT GOVERNANCE MODEL

At Banco Montepio, the risk management function is the responsibility of the Risk Department (DRI), the
organic unit that conducts this function in a manner independent from the functional areas subject to

assessment.

In the current internal governance model of Banco Montepio, the director of the DRI reports hierarchically to
the member of the Executive Committee responsible for the risk area, and has access and regularly reports
to the Board of Directors (including non-executive and independent members), namely to the Risk Committee,
which is a delegated committee of the Board of Directors specialised in risk matters, exclusively composed

of non-executive directors, and to the Audit Committee, the Bank's supervisory body.

The hierarchical and functional reporting lines are described in the internal governance structure defined in

the Risk Management Policy of the Banco Montepio Group.

The Board of Directors is responsible for the strategy and policies to be adopted regarding risk management.
This includes the approval of policies at the highest level that should be followed in risk management. The
risk management function reports functionally to the Risk Committee (composed exclusively of non-executive

Directors), the Audit Committee, as the supervisory body of Banco Montepio, and the Board of Directors.

The management bodies of the Banco Montepio Group's subsidiaries are responsible for approving their own
risk management strategies, in line with the business strategy defined for each subsidiary and in consolidated

terms, as well as the Banco Montepio Group's overall risk strategy.

Audit Committee

The Audit Committee is Banco Montepio's supervisory body, whose duties include supervision of the
Company's administration, supervision of the audit activities, the process of preparation and disclosure of
financial information, the efficacy of the internal control systems, the drafting of opinions on the policies and
procedures supporting the systems of risk management prior to approval by the Board of Directors, of control

of conformity (compliance) and on the activity and independence of the statutory auditor and external auditor.

Risk Committee

The Board of Directors appoints the Risk Committee, including the nomination of its Chairman, whose duties,

exercised in an independent form, are established in the respective articles of association. The mission of
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the Risk Committee is to permanently monitor the definition and implementation of the Institution's risk
strategy and risk appetite, and check that they are compatible with the medium and long-term sustainable
strategy and with the action programme and budget that have been approved, advising the Executive

Committee and Board of Directors in these spheres.

Supporting Committees of the Executive Committee

Committees providing support to the Executive Committee have been constituted, as forums of debate and
support to decision-making, through formulation of proposals and recommendations in the areas of their
scope of intervention. The Credit Committee (COMCRED) holds weekly meetings, where loan operations
area appraised and decided in accordance with the policy and regulation on loan concession. The Assets
and Liabilities Committee (COMALCO) is responsible for following up the management of Capital, Balance
Sheet and Profit and Loss Account. Its duties include, in particular, the issue of proposals or
recommendations with a view to the management of liquidity or capital positions, considering the scenarios
of evolution of the activity, the macroeconomic context and the indicators relative to the real and projected
evolution of the different risks. Under its risk management function, the Risk Department also participates in
the Impairment Committee (COMIMP), in the Non-Performing Asset Monitoring Committee (COMAANP), in
the Business Committee (COMNEG), in the Pension Fund Monitoring Committee (COMAFP), as well as in
the regular meetings of the Crisis Management Office, and business recovery, activated under the Bank's
response to the Covid-19 pandemic crisis in order to ensure the operational continuity of the Bank's critical

functions and business continuity.

Risk Department (DRI)

The Risk Department (DRI) is Banco Montepio’s unit responsible for performing the risk management
function, being entrusted with monitoring all the financial and operational risks, exercising its function in an

independent manner and in conformity with best practices and the regulatory requirements.

The Risk Department carries out the analysis and management of risks, providing advice to the Board of
Directors, namely through proposed rules and management models for the different risks, the preparation of
management reports to substantiate the decisions taken, and participation in the Supporting Committees of
the Board of Directors and to the Executive Committee. The Risk Department also ensures compliance with
a set of prudential reports to the supervision authority, namely in the area of own fund requirements, control
of major risks, liquidity risk, interest rate risk, counterparty risk, monitoring of the evolution of the impact of
the Covid-19 pandemic in the financial statements and in the operational processes of the Bank, internal

capital and liquidity adequacy assessment, Market Discipline, Recovery Plan and Resolution Plan.
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Subsidiary Companies

In order to ensure an effective management of the risks associated with the Group's activities, the Risk
Department is responsible for ensuring that all Banco Montepio Group companies, including those located
abroad, adopt risk management systems that are coherent with one another and in conformity with the
requirements defined in Banco Montepio's Internal Regulation of the risk management system, in the Banco
Montepio Group's Overall Risk Policy and in all the other applicable internal policies and rules, without
prejudice to the respective legal and regulatory framework. The Risk Department is responsible for monitoring
the risk management activity of Banco Montepio Group companies, on a consolidated and individual basis,
with a view to ensuring the consistency of the risk concepts used, the methodologies of identification,
assessment and control of risk, the supporting regulations and respective processes for monitoring the risk
profile, as well as compliance with the applicable regulatory and prudential requirements, namely in
consolidated terms. These activities should be conducted directly by the risk management functions of these
entities, except in those for which Banco Montepio's Board of Directors decides that the development of these

responsibilities by Banco Montepio's Risk Department would be more effective and efficient.

Model Validation Office

The Model Validation Office (GVM) is responsible for the independent validation of the models developed
within the Group, ensuring compliance with the applicable internal and external requirements. This structure
reports functionally to the Risk Committee and hierarchically to the director responsible for risk, thus
safeguarding its independence in relation to other organic structures responsible for the development and

monitoring of models.

The Model Validation Office is also responsible for the Group's model risk management, ensuring the
updating of the Corporate Policy on Model Risk Management and compliance with the defined requirements,
ensuring the existence of a centralised and updated inventory of the Group's models and checking the
appropriate risk level classification of the models by the model owners, in accordance with the defined risk

tiering method, with the continuous monitoring and reporting of model risk.

In the first half of 2021, the Model Validation Office completed a series of validation procedures relative to
various models, among which particular reference is made to the regular validation of the models, methods
and results of the Internal Liquidity Adequacy Assessment Process (ILAAP) and the Internal Capital
Adequacy Assessment Process (ICAAP), and the initial validation of the Bank’s calibration and Master scale

methodology.

With respect to its overall function of management of the Group's model risk, the Model Validation Office also
proceeded with the control of the inventory of models, ensuring the follow-up of recommendations among the
model owners and analysis of rating model overrides with the respective four-monthly reporting, and the
monitoring of model risk limits. The Model Validation Office prepared the Group's annual report on model
risk, with the support of various model owners and the Internal Audit function, ensured the presentation and
reporting to the Risk Commission and Executive Committee, pursuant to the requirements defined in the
Model Risk Management Corporate Policy that the Office created in 2018. The annual report included the
inventory and characterisation of the Group's models in terms of the technical specifications and risk tiering,
the main activities carried out in 2020 concerning development, alteration, validation and audit of models, the

planning of activities for 2021 in terms of the development, review, validation and audit of models, the current
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situation of insufficiencies in terms of the models issued for validation, whether identified by the Model
Validation Office, by the Internal Audit function or by external entities, and the overall assessment of model
risk through the qualitative assessment of the model risk and situations of overrunning the defined model risk

limits.

Information Management

Banco Montepio has defined a data policy and the respective implemented operative model. This policy is
aligned with the reference framework referred to as DAMA DMBOK (DAMA International Guide to Data
Management Body of Knowledge) and BCBS 239 (Principles of effective risk data aggregation and risk
reporting), which were reviewed and aligned pursuant to Banco de Portugal Notice 3/2020. During the first
half of 2021, the investments continued in the modernisation of the technological infrastructure and in

software tools to support the governance and data quality processes.

The Information Management Office, responsible for the implementation of the data policy, saw its team
strengthened in this adverse scenario, demonstrating Banco Montepio’s commitment to effectively support
as data management strategy and its commitment to the information’s reliability, timeliness and quality in
supporting the decision-making process and in its response to the internal and external reporting

requirements, ensuring compliance with the regulatory requirements in this sphere.

CREDIT RISK

Credit risk is associated with the degree of uncertainty of the expected returns, by inability either of the
borrower (or guarantor, if there is one), the issuer of a security or the counterparty in a contract to comply
with the respective obligations. Credit risk management benefits from a robust process of credit analysis and
decision-making, based on a series of tools to support the credit decision-making process. The quantification

of credit risk is also supported by the model for calculating impairment losses.

During the first half of 2021, work continued on review of the credit risk management models and policies,
accompanying the changes in the regulatory framework, and the guidelines issued by the national and
European supervisors and regulators, and best market practices.

The decision-making process for loan operations is based on a series of policies using scoring models for
the retail and business portfolios and rating models for the corporate segment. These models, developed
based on internal historical data, enable obtaining an assessment which is reflected in the attribution of a risk
category to the Customer/operation, aggregated in a single risk scale, representing the respective probability
of default. The models in question are subject to validation by a unit that is independent from the area
responsible for their development, which reports to the Risk Committee (composed of non-executive

directors) and approves the respective validation reports and opinions for changing the models.

The implemented models are monitored on a regular basis by the Risk Department, with a process existing
for regular updating in light of the results obtained, business or regulatory alterations that imply the need to

review these models.

In addition to the rating and scoring models, the decision-making process for loan operations is also based
on certain filters or rules for rejection or escalation. Rejections or filters in terms of decision levels are

determined by the occurrence of credit events in the financial system, breach of credit rules (for example, the
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indicator of the analysis of individual customer solvency defined by Banco de Portugal, named DSTI - Debt
Service-to-Income) and whenever the pricing associated with a particular operation represents a risk of

adverse selection.

In the mortgage loan segment, the loans granted in the first half of 2021 recorded an increase, in relation to
2020, of the Loan-to-Value (LTV) ratio (the loan value divided by the valuation of the collateral), to 77.6%
(73.1% in 2020 and 71.6% in 2019), excluding financing of real estate properties held by Banco Montepio,
essentially explained by the component of own and permanent residence. It should be noted that the macro
prudential recommendation of Banco de Portugal entered into force in July 2018 where, relative to compliance
with the LTV criterion, the calculation of the ratio in this regard henceforth considers the value of the real
estate property to be the lowest between the acquisition value and the assessment value, which naturally led

to an increase in the disclosed ratio.
Mortgage loans distribution granted by LTV level
0.9% 2.0% 0.6%

E>90% and = 100%

37.2%

> 80% and = 90%

1> 50% and < 80%

< 50%

2019 2020 Jun.2021

As at 30 June 2021, the weight of the non-performing exposures (NPE) measured based on the heading of
Gross loans to customers decreased by 1.1 p.p. in relation to 31 December 2020, to stand at 9.3%. This
evolution was driven by the positive effect of the reduction of non-performing exposures by 146 million euros,

notwithstanding the reduction of the portfolio of loans to customers of 39 million euros in the period.

The amount of impairments for credit risk reached 660 million euros as at 30 June 2021, giving rise to a ratio
of coverage of loans and interest overdue by more than 90 days of 131.3%, a reinforcement of 6.9 p.p. in
relation to 2020. Moreover, the coverage of non-performing exposures stood at 57.7%, while the coverage

ratio, also considering the associated total collateral and financial guarantees, reached 95.9%.
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CREDIT QUALITY INDICATORS

(million euros)

Gross loans to customers 12 417 12 451 12 357 12 318 (133) (1.1) 39) 0.3)
Loans and interest overdue by more

than 90 days 702 705 627 503 (202) (28.7) (124) (19.8)
Loans impairment 863 869 780 660 (209) (24.0) (120) (15.3)

Ratios (%)
Cost of credit risk 1.8 1.8 1.5 0.9 (0.9 p.p.) (0.6 p.p.)

Loans and interest overdue by more

7 7 A 4.1 1.6 p.p. 1.0 p.p.
than 90 days 5 5 5 (1.6p-p) (1.0p-p.)
; (C
Non-performing exposures (NPE) */ / 11.9 12.0 10.4 9.3 2.7 p.p.) 1.1 p.p.)
Gross loans to customers
Forborne exposures @ / Gross loans to
7.4 7.4 6.6 5.9 1.5 p.p. 0.7 p.p.
customers (1.5p-p.) ©-7p.p)
Coverage by Impairments for
balance sheet loans (%)
Loans and interest overdue by more
than 90 days 122.9 123.2 124.4 131.3 8.1 p.p. 6.9 p.p.
Non-performing exposures (NPE) @ 58.4 58.2 60.4 57.7 (0.5 p.p.) (2.7 p.p.)
Non-performing exposures (NPE) @,
also including associated collaterals 89.9 90.0 93.0 95.9 5.9 p.p. 2.9 p.p.

and financial guarantees
(a) EBA definition.

CREDIT CONCENTRATION RISK

Credit concentration risk arises from the existence of risk factors that are common or correlated between
different entities or portfolios, to such an extent that the deterioration of any of these factors could have a
simultaneous negative effect on the loan quality of each counterparty or on the earnings of each category of
assets and liabilities. In a concentration scenario, the effect of the losses on a small number of exposures
can be disproportionate, confirming the importance of the management of this risk in maintaining suitable
solvency levels. At the Banco Montepio Group, the monitoring of concentration risk is primarily incident on

credit concentration risks.

There are various procedures related to the identification, quantification and management of credit
concentration risk. Credit concentration risk refers to the degree of concentration of the risk of default in the
granted loan, derived from possible over-exposure to individual counterparties or groups of counterparties
that are related to counterparties operating in the same activity sector, in the same geographic area or
exposures with collateral or assets under common operation, excluding Group companies. In order to limit
credit concentration risk due to exposure to a Customer/group of interrelated Customers, maximum exposure
limits were defined for the aggregate positions of the credit and investment portfolios, for various entities of

the Banco Montepio Group.

The management of concentration risk is carried out in a centralised manner, with regular monitoring of the
risk indicators by the Risk Department. For the established Risk Appetite Statement (RAS), limits and

objectives were defined for key indicators, with concentration risk being one of the relevant dimensions.
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Credit concentration risk is monitored regularly, considering relevant risk indicators (individual and sector
concentration) in comparison to previous periods so as to follow the evolution. The identification and
monitoring of the largest exposures and most significant increased exposure of the loan portfolio are

conducted monthly.
MARKET RISK

The concept of market risk reflects the potential loss that could be recorded by a given portfolio as a result of
changes in rates (interest and exchange) and/or in the prices of the different financial instruments comprising

the portfolio, considering both the correlations that exist between them and their volatility.

Value-at-Risk (VaR) is one of the main indicators used to measure and monitor market risk. The Group
calculates the VaR on a daily basis, both for its trading book and for the portfolio of financial assets at fair
value through other comprehensive income. VaR is also calculated on a time horizon of 10 business days
and at a 99% significance level, by the historical simulation method. The types of risk considered in this

method are interest rate risk, exchange rate risk, price risk, spread risk and commodities risk.

With respect to market risk information and analysis, there is regular reporting on Banco Montepio's own
portfolios and those of other entities of the Group, with various risk limits being defined, including overall limits
of VaR, by Issuer, by type/class of asset and Stop Loss and Loss Trigger limits for positions held for trading

and in other comprehensive income.

The reports that are produced are used to control the different limits of exposure, analysing the risks of
concentration, credit, interest rate and asset price variation, among others. These analyses consider the
analysis of scenarios, namely the sensitivities of the securities portfolio to variations of interest rates and

spreads, as well as analyses of stress scenarios based on extreme events occurred in the past.

Concerning market risk, in addition to reporting on the risk of Banco Montepio’s overall portfolio, specific risk
reports are also produced for the trading book and the proprietary portfolios of financial assets at fair value

through other comprehensive income.

In order to ensure more effective risk management, the positions in portfolio are disaggregated into a portfolio
of financial assets at fair value through other comprehensive income, portfolio of other financial assets at
amortised cost, portfolio of financial assets not necessarily held for trading at fair value through profit or loss,
and portfolio of assets held for trading (which exclude hedge coverages and fair value option), with risk limits
being defined according to the type of portfolio. The thresholds applicable to the portfolios are defined in
internal regulations, updated on an annual basis or other, whenever justified by alterations to market risk
levels.

Stop loss and loss trigger thresholds are also defined, applicable to the portfolios. Whenever any of these

thresholds are reached, the re-examination of the strategy intrinsic to this position is compulsory.
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A summary of the value at risk (VaR) indicators in December 2020 and June 2021 is presented below:

VaR INDICATORS ®

Jun-21 Dec-20
Banking Book Trading Portfolio Banking Book Trading Portfolio
Market VaR ®@® 1.25% 1.60% 3.78% 20.52%
Interest Rate Risk 0.81% 1.08% 2.31% 0.40%
Exchange Rate Risk 0.00% 0.53% 0.00% 2.06%
Price Risk 0.01% 0.97% 0.00% 20.55%
Credit risk (spread) 0.78% 0.55% 3.19% 0.73%
Commodity Risk 0.00% 0.00% 0.00% 0.00%

(3 10-day time horizon and significance level of 99%; As a Percentage of total portfolio assets; Includes the portfolios of BM and BEM.
(2) Includes diversification effect.
(3) Excludes positions of Finibanco Angola.

Moreover, analyses are also conducted of scenarios and stress (based on past extreme events) for the

trading book to complement the analysis of all the other risk indicators.
EXCHANGE RATE RISK

Concerning the exchange rate risk of the banking book, in general, the different resources captured in
different currencies are invested in assets in the respective money market for maturity periods that are not
higher than those of the resources. Therefore, the existing foreign exchange gaps essentially derive from
possible mismatches between the maturity periods of the investments and resources. The current foreign
exchange exposure of the Bank Montepio Group in consolidated terms is essentially the result of positions
derived from the conversion of the balances of the subsidiaries in their main currencies, namely the Kwanza

and American Dollar, concerning Finibanco Angola.

Limits of exposure have been defined for the exchange rate risk of the banking book, which are monitored
by the management bodies and Capital, Asset and Liability Committee (ALCO), where any overrunning of
the established limits follows an established circuit, including approval by the Board of Directors or the

implementation of measures to cover this risk.

The limits defined for exchange rate risk include limits of position by currency, in consolidated and individual

terms, as well as in terms of VaR, and are also disaggregated in terms of the trading book and banking book.
INTEREST RATE RISK IN THE BANKING BOOK

The interest rate risk caused by operations of the banking book is assessed through risk sensitivity analysis,
on an individual and consolidated basis for the subsidiaries included in the Group's consolidated balance

sheet.

Interest rate risk is appraised in accordance with the impacts on net interest income, economic value and
own funds caused by variations in market interest rates. The main risk factors result from the mismatch
between the repricing dates and/or residual maturities between assets and liabilities (repricing risk), from the
non-parallel change in the interest rate curves (yield curve risk), from the lack of a perfect correlation between

different interest rates with the same repricing time limit (basis risk) and from the options associated with
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instruments enabling a diverse action on part of the stakeholders dependent on the level of contracted and

practised interest rates in the moment (option risk).

Following the recommendations of Basel and Banco de Portugal Instruction 34/2018, the Group calculates
its exposure to balance sheet interest rate risk, at least quarterly, based on the methodology of the Bank of
International Settlements (BIS), classifying all the headings of the assets, liabilities and off-balance sheet

items which do not belong to the trading book, by repricing brackets.

In this context, limits are defined for exposure to interest rate risk factors which are monitored by the Capital,
Asset and Liability Committee (ALCO), where any overrunning of the established limits, even if temporary,

requires the approval of the Board of Directors or the implementation of measures to cover the exposure.

At the same time, a stress test is conducted with six shock scenarios on the interest rate curve. The test also
measures impacts on net interest income at one year and on economic value arising from shocks on the
interest rate curve specified in the BIS document of April 2016, Standards — Interest rate risk in the banking
book.

Based on the financial features of each contract, the respective expected cash flow projection is made,

according to the rate repricing dates and any pertinent performance assumptions that are considered.
LIQUIDITY RISK

Liquidity risk is assessed using regulatory indicators defined by the supervisory authorities and other internal
measurements for which exposure limits are also defined. This control is reinforced by the execution of stress
tests, aimed at characterising Banco Montepio's risk profile and ensuring that the Group meets its liabilities

in the event of a liquidity crisis.

The objective of controlling the liquidity levels is to maintain a satisfactory level of disposable assets so as to
meet financial needs in the short, medium and long term. Liquidity risk is monitored weekly, with various
reports being prepared for control and monitoring purposes and to support decision-taking within the ALCO
Committee. Under the control of risk levels, limits are defined for various liquidity risk indicators, which are

monitored through monthly reports.

The evolution of the liquidity situation is analysed, in particular, based on estimated future cash flow
projections for various time horizons, considering Banco Montepio’s balance sheet. The liquidity position on
the day of the analysis and the amount of assets deemed highly liquid existing in the uncommitted securities
portfolio are added to the ascertained values, thus determining the accumulated liquidity gap for many time

horizons.

Moreover, there is also monitoring of the level of compliance of the liquidity prudential indicators, Liquidity
Coverage Ratio (LCR), Net Stable Funding Ratio (NSFR) and Additional Liquidity Monitoring Metrics (ALMM),
and of internal ratios such as, for example, ratios of loans to deposits, concentration of funding sources, short

term funding and eligible assets.
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In June 2021, the liquidity gaps up to 12 months were as presented in the table below.

LIQUIDITY POSITION GAPS IN JUNE 2021

(million euros)
Maturity periods
Position reference date + Above 1 Above 3 Above 6
. Above 1
forecast amount On sight and month and months and months and
week and up
up to 1 week upto3 upto6 upto12
to 1 month
months months months
Accumulated mismatches 3571 3563 3546 3520 3469

Customer resources constitute the main source of funding, accounting for 69.7% of total funding sources in
June 2021.

Liabilities %
Resources from central banks 15.9%
Resources from other credit institutions 3.9%
Resources from customers 69.7%
Debt securities issued 7.1%
Other liabilities 3.4%
Total 100.0%

The Liquidity Coverage Ratio (LCR) reached 261.0% in June of 2021, above the minimum requirement of
100%. Special note is also made to the strengthening of the commercial gap with the loan-to-deposit ratio,
considering net loans and customer deposits, standing below 100%.

The Net Stable Funding Ratio (NSFR) stood at 120.6% in June 2021, compared to the minimum requirement
of 100%.

REAL ESTATE RISK

Real estate risk arises from possible negative impacts on Banco Montepio's net income or own funds, due to
fluctuations in the market price of real estate assets.

Real estate risk arises from the real estate assets on the balance sheet, whether from properties given in lieu
of repayment or judicial auction sale in the context of recovery procedures for loans or investment fund units
of real estate funds held in the securities portfolio. These exposures are monitored based on analyses of
scenarios that seek to estimate potential impacts of alterations in the real estate market on the portfolios of
these real estate assets, providing necessary information for the definition of the real estate risk management
policy.

During the first half of 2021, the Bank Montepio Group's exposure to real estate risk, in the components
described above, fell by approximately 102.1 million euros, in shifting from 945.9 million euros at the end of
2020 to 843.8 million euros.

PENSION FUND RISK

Pension Fund risk arises from the potential devaluation of the fund’s portfolio of assets or from the decrease

of the corresponding expected returns, as well as from increased liabilities of this fund as a result of the
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evolution of the different actuarial assumptions. When faced with scenarios of this type, Banco Montepio is

required to make unforeseen contributions, so as to maintain the benefits defined by the Fund.

The Pension Fund Monitoring Committee is responsible for the regular analysis and monitoring of the
management of Banco Montepio's Pension Fund. Complementing the above, the Risk Department produces
monthly reports on the evolution of the market value of the Pension Fund portfolio and associated risk

indicators.

In the first half of 2021, the accumulated negative actuarial deviation of the Pension Fund stood at 239.6

million euros, compared to 301.2 million euros in December 2020.

OPERATIONAL RISK AND BUSINESS CONTINUITY

Operational risk corresponds to the potential loss arising from failures or inadequacies in internal procedures,
persons or systems, as well as potential losses derived from external events. Banco Montepio adopts the
standard approach to quantify its own fund requirements for operational risk, supported by an implemented
operational risk management system that is based on identifying, assessing, monitoring, measuring,

mitigating and reporting this type of risk.
The implemented operational risk management model follows the principle of the 3 lines of defence.

The Risk Department performs the corporate function of operational risk management for Banco Montepio
This is supported by specific employees within different organic units that assure the appropriate

implementation of the operational risk management.

The assessment of the operational risk profile for new products, processes and systems and their monitoring,

on a regular basis, has permitted the prior identification and mitigation of situations of operational risk.

With regard to the monitoring of operational risk in the first half of 2021, the profile of the loss events
maintained an inversely proportional relationship between the frequency and severity of the losses, typical of
Operational Risk, where, on the one hand, 6% of the events with financial impact represent more than 80%

of the total net loss and, on the other hand, 94% are responsible for merely 20% of the severity.

In the first half of 2021, there was an increase of events related to external fraud, acts of vandalism, both in
terms of quantity and value. On the other hand, events related to the incorrect implementation of processes

fell, both in frequency and severity.
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Operational Risk Typologies by Frequency and Severity
1st half 2021

01 Internal fraud 2.8%

| 0.3%
02 External fraud - | ———  75.3%
03 Employment and occupational safety practices | 0.3% 11.7%
04 Customers, products and business practices 88:2

05 Damage to physical assets _72f/6 9%

06 Activity disturbances and system failures | 0.6% 10.0%

07 Execution, delivery and management of processes B 0% 40.7%

Severity ®mFrequency

One of the essential aspects in the management of this specific type of risk consists of the prior identification
of relevant operational risks whenever a product, process or system is implemented or reviewed, and
follow-up is ensured of action plans aimed at preventing or mitigating the effects of the materialisation of the
risks with greatest frequency / severity of loss events or with higher residual value in the context of the self-

assessment process.
Monitoring

Under the Operational Risk Management System of Banco Montepio, the key risk indicators (KRI) seek to
monitor the factors of exposure associated with the main risks, enabling the measurement and follow-up of

the risk appetite and anticipate the occurrence of losses through preventive actions.

To this end, the defined limits were regularly monitored and action plans were promoted in the cases where
these limits were surpassed.

These indicators are part of the Operational Risk Reports submitted to the Risk Committee and Executive

Committee.
Self-assessment of Operational Risks

The operational risk management cycle implemented at Banco Montepio is based on the preparation of a
map of activities and respective operational risks and controls, enabling the identification of the potential
exposure of each body/organic unit to the operational risk, determination of its risk profile and prioritisation of
any mitigation actions. The operational risks are mapped considering seven main categories: internal fraud;
external fraud; employment and safety at work practices; Customer, products and commercial practices;
damages to physical assets; disturbance of activities and system failures; and implementation, delivery and
management of processes. The operational risks and respective controls are self-assessed regularly, as a
rule in workshop arrangements with the representatives of each body/organic unit and the support of the Risk
Department.

Based on the results of the self-assessments, conducted in terms of impacts and frequencies for the risks

and percentage efficacy for the controls, a matrix of tolerance to residual risk is established, which will
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substantiate the risk level considered acceptable for the Institution and will enable identifying any risks for

which additional mitigation measures may need to be designed.
Business Continuity Management

The cycle of business continuity management is supported by a series of activities of assessment, design,
implementation and monitoring, integrated in a continuous improvement cycle aimed at making business
processes more resilient, and ensuring the continuity of operations in the case of events that interrupt the

activity.

The epidemiological situation related to the Covid-19 pandemic continued to mark the activity of the first half
of 2021. Banco Montepio maintained an ongoing monitoring of the rules issued of the Directorate General for

Health, considering the necessary adaptation to them whenever required.

The Crisis Management Office, which is responsible for the management of the crisis, for the management
and implementation of the Operational Continuity Plans and for the coordination of the business recovery
teams, continued to function on a biweekly basis, ensuring operational continuity and the monitoring and

follow-up of business recovery.

Banco Montepio ha always followed a conservative strategy based on the fundamental principle of protecting

the safety and health of its Customers and Employees.

Business Continuity and Business Recovery Management

CRISIS MANAGEMENT OFFICE

Picl’\l%LE BUSINESS INTERNAL AND
AND EXTERNAL
PROTECTION
it PROCEDURES COMMUNICATION
SYiLEDMS EXCEPTIONAL MEASURES

CONTINUITY STRATEGIES AND EMERGENCY OFFER

Regular monitoring of Business Continuity

(Biweekly status check meetings)
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INTERNAL CAPITAL ADEQUACY ASSESSMENT PROCESS (ICAAP)

The internal capital adequacy process (ICAAP) is an essential component in the risk management of the
Group, which seeks to ensure an analysis of the evolution occurred in the practices of qualitative and
quantitative assessment of the risks to which the Group is exposed, the appraisal of the internal controls and
effects which enable mitigating the exposure to risk, the simulation of adverse situations with impacts on the

solvency of the Group and the assessment of the adequacy of internal capital.
Banco Montepio's ICAAP exercise is conducted at a consolidated level with the following main objectives:
e Promote ICAAP as a tool to support strategic decision-making in the Group;

e Stimulate a culture of risk that fosters the participation of the entire organisation in the management

of the internal capital (management body, business areas and internal control functions);

e Assure the adequacy of the internal capital in relation to its risk profile and its risk and business

strategies;

e Assure an appropriate identification, quantification, control and mitigation of the material risks to

which the Group is exposed;

e Assure proper documentation of the demonstrated results, by reinforcing the integration of the risk

management processes in the risk culture of the Group and in decision-making processes;

e Foresee acontingency plan to assure the management of the activity and the adequacy of the internal

capital in the event of a recession or crisis.

The results of the ICAAP enable investigating whether the Group’s capitalisation is, in a sustainable form,
adequate to the risks derived from its activity. This capital adequacy is assessed based on the comparison
between the available internal capital and the economic capital requirements, taking into account the risk

appetite level established by the Board of Directors.

At a first stage, this entails identification, according to quantitative and qualitative criteria, of the material risks
faced by the Group’s activity, based on an internal risk taxonomy, in alignment with Banco de Portugal
Instruction 18/2020. All the risks identified as material and the risks considered in Basel Pillar I, regardless of

being considered material or not, are integrated in the ICAAP.

At a second stage, the material risks are modelled with a view to the quantification of the respective economic
capital requirements, based on an extremely adverse scenario in line with the defined risk appetite level. The
risks are thus incorporated through add-ons to the regulatory capital, whether via increased capital

requirements for risks covered in Pillar | or via incorporation of capital requirements for other risks.

Capital adequacy is assessed based on the comparison between the economic capital requirements and the

available internal capital to absorb risks, calculated considering the established risk appetite level.

The result of the capital adequacy assessment is supplemented by the values obtained through reverse
stress tests and under stress test scenarios. The objective is to assess the Group's capacity to absorb
unexpected losses, where potential contingency plans should be identified to deal with any insufficiency of
internal capital, duly aligned with other capital planning exercises, namely the Funding and Capital Plan and

the Recovery Plan.
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In light of the defined strategic plan that is reviewed periodically, no significant changes are foreseen in the
materiality of the different types of risk. Additionally, the Funding and Capital Plan foresees measures that

will enable strengthening the Group’s solvency levels.

STRESS TESTS

Pursuant to the regulatory terms, the Group conducts stress tests, under the Group's Recovery Plan, the
Internal Liquidity Adequacy Assessment Process (ILAAP) and the Internal Capital Adequacy Assessment

Process (ICAAP) submitted to Banco de Portugal.

The Group's Recovery Plan involves analysis and measurement of impacts derived from adverse scenarios,
considering systemic events, idiosyncratic events of the Group and a combination of both. This analysis gave
rise to a series of strategic options and recovery measures to be placed in practice in order to assure the
preservation and solidity of the Group's levels of capital, liquidity, profitability and operating activities, in the

event of being faced with situations of contingency or financial crisis.

The ILAAP provides the Board of Directors, Executive Committee and supervisory body with an appropriate
overview of the evolution of the liquidity and funding risk profile, as well as overall exposure to risk. Moreover,
it also provides information on the available liquidity sources and the adequacy of liquidity of the Banco

Montepio Group.

In order to assess capital insufficiency during periods of stress, ICAAP included the definition of a series of
stress tests (reverse stress tests and adverse scenarios) on the risk quantification models and capital
adequacy. The outcome of these tests enables confirming the adequacy of internal capital levels to the tested

adverse scenarios.

In addition to the stress tests reported to Banco de Portugal, the Group regularly carries out other impact
studies aimed at providing an analytical vision of its position in terms of liquidity, net income for the year and
capital when subject to adverse scenarios arising from alterations in risk factors such as interest rates, credit
spreads, repayment of deposits, margins of assessment of eligible assets applied by the ECB, ratings (of the

Group and counterparties), portfolio loss ratios, collateral, among others.

The stress tests and analyses of adverse scenarios are disclosed and debated with the Group's management,
with the conclusions drawn being subsequently incorporated in the strategic decision-making processes,
more precisely in the determination of levels of solvency, liquidity, exposure to specific risks (counterparty

and price risks) and overall risks (interest rate, exchange rate and liquidity risks).

The spreading of Covid-19 at a global level generated a health crisis that has also triggered a financial crisis
of unique features, being an exceptional event not anticipated by the financial system, in general, and which
led to the alteration of the outlook on financial performance and with expected impacts in terms of the

evolution and risk profile of Banco Montepio.

The mechanisms and tools used during the stress tests supported the Bank's management under this

scenario, namely in the more immediate effects in terms of liquidity and market risks.

Banco Montepio has contingency and business continuity plans for situations of crisis, which were promptly
activated in the current Covid-19 crisis, in order to mitigate the impacts in the operational and business

component.
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Rating events relative to the first half of 2021

In the first half of 2021, Banco Montepio did not receive any changes to the risk ratings attributed and
confirmed by Fitch Ratings, DBRS Morningstar and Moody’s on 23 October 2020, 16 December 2020 and
25 March 2021, respectively.

The risk ratings attributed to Banco Montepio by the rating agencies as at 30 June 2021 and 30 June 2020

are presented in the table below:

30 June 30 June 30 June 30 June 30 June 30 June 30 June 30 June

2020 2021 2020 2021 2020 2021 2020 2021
Fitch Ratings AA- AA- B- B- B B Negative Negative
Moody's Investors Senice Al Al b3 b3 B1 B1 Stable Stable
DBRS Ratings Limited BBB (high) BBB (high) B B B (high) B (high) Negative Negative

(1) Conditional Pass-through Covered Bond Programme.
(2) Issuer Default Rating (IDR) by Fitch, Baseline Credit Assessment (BCA) by Moody's and Intrinsic Assessment (IA) by DBRS.

However, after the closure of the first half of 2021, DBRS and Fitch Ratings reconfirmed their ratings attributed
to Banco Montepio; DBRS in a press release dated 2 July 2021 and Fitch Ratings through a Rating Report
update disclosed on 13 July 2021.

Furthermore, in a press release dated 13 July 2021, the financial rating agency Moody’s made an upward
revision of the risk rating of senior unsecured bonds (Senior Unsecured MTN) and senior non-preferred debt
(Junior Senior Unsecured MTN), issued under Banco Montepio’s Euro Medium Term Note (EMTN)
Programme, from (P)Caal to (P)B3, following the review of the methodology in the analysis of the banks, in

order to more suitably reflect the risk of these classes of debt.
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Interim Consolidated Balance Sheet at 30 June 2021 and 31 December 2020

(Euro thousand)

Jun 2021 Dec 2020

Assets
Cash and deposits at central banks 2 553 842 1 466 250
Loans and deposits to credit institutions payable on demand 55 870 33 660
Other loans and advances to credit institutions 296 121 293 004
Loans and advances to customers 11 657 532 11 577 702
Financial assets held for trading 30 787 16 923
Financial assets at fair value through profit or loss 289 795 346 892
Financial assets at fair value through other comprehensive income 229 610 286 797
Hedging derivatives 10 726 10 693
Other financial assets at amortized cost 2 813 935 2 362 616
Investments in associated companies 3762 3872
Non-current assets held for sale 5554 5484
Ativos ndo correntes detidos para venda - operagdes em descontinuagao 1624 1310
Investment properties 115 200 125 893
Other tangible assets 236 803 259 162
Intangible assets 32 850 35 829
Current tax assets 3774 3584
Deferred tax assets 493 572 496 223
Other assets 629 051 615 112

Total Assets 19 460 408 17 941 006
Liabilities
Deposits from central banks 2 879 434 1 382 545
Deposits from other credit institutions 713 252 820 638
Deposits from customers 12 623 152 12 501 973
Debt securities issued 1276 239 1299 188
Financial liabilities held for trading 12 174 13 598
Hedging derivatives 347 397
Non-current liabilities held for sale - discontinued operations 105 458 109 619
Provisions 30 851 38 654
Current tax liabilities 1703 4 486
Other subordinated debt 211 159 216 896
Other liabilities 255 894 225 853

Total Liabilities 18 109 663 16 613 847
Shareholders' Equity
Share capital 2 420 000 2 420 000
Other equity instruments - -
Fair value resenes 8 882 (28 295)
Other reserves and Retained earnings (1055 007) (993 159)
Con59lldated net income for the period (33 002) (80 686)

attributable to the Shareholder

Total equity attributable to shareholders 1 340 873 1 317 860
Non-controlling Interests 9 872 9 299

Total equity capital 1 350 745 1327 159

Total liabilities and equity 19 460 408 17 941 006
THE REGISTERED ACCOUNTANT THE BOARD OF DIRECTORS
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Interim Consolidated Income Statement for the

Interest and similar income
Interest and similar expense

Net interest income

Dividends from equity instruments

Net fee and commission income

Net gains/(losses) arising from financial assets and
liabilities at fair value through profit or loss

Net gains/(losses) arising from financial assets at
fair value through other comprehensive income

Net gains/(losses) arising from exchange differences

Net gains/(losses) arising from sale of other financial ass

Other operating income/(expense)

Total operating income

Staff costs
General and administrative expenses
Depreciation and amortization

Total operating costs

Impairment of loans and advances to customers
and to credit institutions

Impairment of other financial assets

Impairment of other assets

Other provisions

Operating income
Share of profits/(losses) booked under the equity method

Profit/(loss) before income tax

Income Tax
Current
Deferred

Profit/ (loss) after income tax from continuing operations

Profit/ (loss) from discontinued operations

Consolidated net income after income tax

Consolidated net income for the period attributable
to the shareholders
Non-controlling Interests

Earnings per share (in Euro)

Earnings per share (in Euro)
From continuing operations
Basic
Diluted

From discontinued operations
Basic
Diluted

THE REGISTERED ACCOUNTANT

Banco Montepio

six months periods ended on 30 june 2021 and 2020

Jun 2021
144 737
30 483
114 254

1747
54 907

(6 546)

526

2739
ets 19 089
(27 178)

159 538

79 522
31993
17 817

129 332

55 065
2994
9513

(6 864)

(30 502)

(233)

(30 735)

50
(1 215)

(31 900)
(752)

(32 652)
(33 002)
350

(32 652)

(0.013)
(0.013)

(0.000)
(0.000)

(Euro thousand)

Jun 2020
(Restated)

153 259
31 958

121 301

1719
56 445

(11 931)

18 836

6 953
9146
(20 357)

181 112

80 806
33 368
16 808

130 982

108 757
5791
5475
2452

(72 345)

(330)

(72 675)

210
23 466

(48 999)
(1 059)

(50 058)
(51 291)
1233

(50 058)

(0.020)
(0.020)

(0,001)
(0,001)

THE BOARD OF DIRECTORS
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On 5 October 2015, the European Securities and Markets Authority published a set of guidelines —

ESMA/2015/1415 — addressing the disclosure of information by entities, other than States, whose securities

are admitted to trading on a regulated market and to which is required the disclosure of information as set

out by the Transparency Directive 2004/109/EC of the European Parliament and of the Council.

These guidelines are mandatory for issuers as of 3 July 2016, and aim to promote transparency and clarify

the usefulness of the indicators used by the issuers to measure their performance - Alternative Performance

Measures (APM), contributing to improve the comparability, credibility and understanding of the APM

presented.

This chapter serves the purpose of complying with ESMA guidelines on Alternative Performance Measures

regarding the first half of 2021 financial information, with references to the various chapters of this Report.

Definition Sum of the items ‘Financial assets held for trading’, ‘Financial assets at fair value through other
comprehensive income’, ‘Other financial assets at amortised cost’, and ‘Financial assets at fair value
through profit or loss’.

Relevance Assess the relative weight of this item from an assets’ structure perspective.

Reference to FSNO Page 117 (notes 23, 24, 25, 27)

Components and calculus

(a) Financial assets held for trading

Financial assets at fair value through other comprehensive
income

(b)
(c) Other financial assets at amortised cost

(d) Financial assets at fair value through profit or loss*

(e) Securities portfolio and other financial assets* (a +b +c +d)

(f) Totalnetassets

43 955

1199 387

1703 767
371469
3318578

17 882 093

(thousand euros)

43 955 16923 30787
1199 444 286 797 229610
1779923 2362616 2813935

371469 346 892 289795
3394791 3013228 3364 127
17 882 093 17 941006 19460 408

*Includes instruments at fair value through profit or loss, namely credits that do not meet the SPPItests (Solely Payments

of Principal and Interest).

Report and Accounts 1st Half 2021 119



Banco Montepio

Definition Total assets excluding ‘Cash and deposits at central banks and loans and advances to credit
institutions’, ‘Loans to customers, ‘Financial assets held for trading’ , ‘Financial assets at fair value
through other comprehensive income’, ‘Other financial assets at amortised cost’, and ‘Financial
assets at fair value through profit or loss’.

Relevance Assess the relative weight of this item compared to Loans to customers and Securities portfolio from
an assets’ structure perspective.

Reference to FSNO Page 117, (notes 20, 21, 22, 23, 24, 25, 27)

Components and calculus

(thousand euros)

(a) Total net assets 17 882 093 17 882 093 17 941006 19 460 408
) Cashand deposn.s .at c.ent_ral banks and loans and 1249 803 1285 554 1792 91 2005833
advances to credit institutions
(c) Netloans to customers 11554 304 11581882 1577 702 11657 532
(d) Financial assets held for trading 43955 43955 16 923 30787
© Financial ass_ets_at fair value through other 1199 387 1199 444 286 797 229610
comporehensive income
(f) Other financial assets at amortised cost 1703 767 1779923 2362616 2813935
(9) Financial assets at fair value through profit orloss 371469 371469 346 892 289795
(h) Otherinvestments (a-b-c-d-e-f-g) 1759 408 1619 866 1557 162 1532916
Definition Sum of the balance sheet items ‘Debt securities issued’ and ‘Other subordinated debt’.
Relevance Sum of the balance sheet items ‘Debt securities issued’ and ‘Other subordinated debt’.
Reference to FSNO Page 117, (notes 38, 40)

Components and calculus

(thousand euros)

(a) Debt securities issued 1327 340 1327 340 1299 188 1276 239
(b) Other subordinated debt 211164 211164 216 896 211159
(c) Debtissued (a+b) 1538 504 1538 504 1516 084 1487 398
(d) Totalliabilities 16 523 344 16 523 344 16 613 847 18 109 662
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Definition Total liabilities excluding ‘Central bank resources and OCI, ‘Customer resources’, ‘Debt securities
issued’ and ‘Other subordinated debt’.

Relevance Assess the relative weight of this item compared to Customer resources and Issued debt from a
funding structure perspective.

Reference to FSNO Page 117, (notes 35, 36, 37, 38, 40)

Components and calculus

(thousand euros)

(a) Totalliabilities 16 523 344 16 523 344 16 613 847 18 109 662
(b) Central bank resources and OCI 2172027 2172 808 2203183 3592 686
(c) Customerresources 12 421589 12 383553 12501973 12623 152
(d) Debt securities issued 1327 340 1327 340 1299 188 1276 239
(e) Other subordinated debt 211164 211164 216 896 211159
(f) Complementaryresources (a-b-c-d-e) 391224 428 479 392607 406 426
Definition Assets under management by the Groups’ subsidiaries being a constituent part of Total customers

resources. Excluding securities investment funds and real estate investment funds included in the
Bank’s own portfolio.

Relevance Contribute to the analysis of the evolution of total customers resources.

Reference to FSNO (note 51)

Components and calculus

(a) Securities investment funds 156 217 156 217 158724 B791
(b) Real estate investment funds 394713 394713 417 915 468 951
(c) Pensionfunds 243 155 243 155 265616 275296
(d) Capitalization Insurance 963 963 955 898
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Definition Results arising from interest received on loans granted to customers and interest paid on customer
resources.

Relevance Assess the evolution of the banking activity of financial intermediation between granting loans and
deposit taking.

Reference to FSNO (note 3)

Components and calculus

(thousand euros)

(a) Interest received from loans to customers 28914 132020 267 459 127376
(b) Interest paid on customers' deposits 11026 10782 19454 6016
Definition Sum of staff costs, general and administrative expenses and depreciation and amortisations.
Relevance Assess the evolution of the operating costs underlying the banking activity.
Reference to FSNO Page 117, (notes 11, 12, 13)

Components and calculus

(thousand euros)

(a) Staff costs 78819 80 806 189 255 79522
(b) General and administrative expenses 32503 33368 66 989 31994
(c) Depreciation and amortisation 16176 16808 3518 7817
Definition Sum of the Commercial net interest income and Net fees and commissions, subtracted by the
Operating costs required to develop the business.
Relevance Assess the evolution of the core banking activity.
Reference to FSNO Page 117 (notes 3, 5, 11, 12, 13)

Components and calculus

(thousand euros)

(a) Commercial net bankingincome 117 888 121238 248005 121360
(b) Net commissions 56 127 55445 15311 54907
(c) Operating costs 127 498 130982 291362 129 332
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Definition Percentage of net loans to customers funded by the total amount of on-balance sheet resources from
customers.
Relevance Assess the leverage degree of the banking activity through the relationship between funds raised with

customers and loans granted to customers.

Reference to FSNO

Page 117, (notes 22, 37, 38)

Components and calculus

Definition

(thousand euros)

(a) Netloansto customers 11554 304 11581882 1577 702 11657 532
(b) Customerresources 12 421589 12383553 12501973 12623 152
(c) Debt securities issued 1327 340 1327 340 1299 188 1276 239

Operating efficiency ratio measured by the portion of the total operating income that is absorbed by
operating costs, excluding results from financial operations, the net gains / (losses) arising from the
sale of other financial assets and the other operating income / (expenses).

Relevance

Assess the evolution of operating efficiency underlying the banking activity, removing the volatility
effect of results from financial operations, the net gains / (losses) arising from the sale of other
financial assets and the other operating income / (expenses).

Reference to FSNO

Page 117 (notes 6,7,8, 9, 10, 11, 12, 13)

Components and calculus

(thousand euros)

(a) Total operatingincome 168 855 B1112 393744 159 538
(b) Results from financial operations (i +ii +iii) 7173 13858 17 862 (328)
.. Netgains / (losses) from financial assets and liabilities at
® fair value through profit orloss (193] (193D (18695) (6546)
(i) Net gains / (losses) from flrﬁanplal assets at fair value 8836 8836 23693 526
through other comprehensive income
(i) Netgains/ (losses) from foreign exchange differences 268 6953 12864 2739
(c) Otherincome (i +ii) (10 843) (n21n) U725 (8088)
) Net gains / (losses) arising from the sale of other financial 9u6 9u6 43020 19089
assets
(i) Other operatingincome / (expenses) (19 989) (20357) (28 295) (27 177)
(d) Operating costs, excluding specific impacts H 127498 130982 261862 125233

1) Excluding the amount related to the increase in Personnel Costs and in General and administrative expenses generated by
operational adjustment measures of 29.5 M €in the 4th quarter of 2020 and 4.1M€n the st half of 2021
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Definition Ratio that measures the cost recognized in the period, recorded as loan impairment in the income
statement, to cover the risk of default of loans granted to customers.

Relevance Assess the quality of the loan portfolio given the cost borne with the risk of loan default.

Reference to FSNO (notes 14, 22)

Components and calculus

(thousand euros)

Impairment of loans and advances to customers and to

L o 219 363 218 709 185 126 11042
credit institutions (annualized™)

(a)

(b) Average gross loans to customers? 12327 936 12371038 12 436 390 12421165

1) Annualized values considering the total number of days elapsed and total days of the year.
2) Average balance for period (Jun-20: 365 days / Dec-20: 365 days / Jun-21 365 days).

Definition Ratio that measures the quality evaluation of the loan portfolio.

Relevance Measure the proportion of credit and interest overdue for more than 90 days in relation to the total
loan portfolio.

Reference to FSNO (note 22)

Components and calculus

(thousand euros)

(a) Loans and interest overdue by more than 90 days 701631 705 055 626 784 502 824
(b) Grossloans to customers 12416934 12 450594 12357286 2317610
Definition Ratio that measures the proportion of impairment for loans accumulated on the balance sheet in

relation to the total amount of loans and interest overdue by more than 90 days.

Relevance Assess the institution’s ability to absorb potential losses arising from loans and interest overdue by
more than 90 days.

Reference to FSNO (note 22)

Components and calculus

(thousand euros)

(a) Impairment for credit risk (balance sheet) 862 630 868 712 779514 660078

(b) Loans and interest overdue by more than 90 days 701631 705 055 626 784 502 824
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Definition Ratio that measures the quality of the loan portfolio.

Relevance Measure the proportion of non-performing exposures (NPE, according to EBA's definition) in relation
to the total customer loan portfolio.

Reference to FSNO (note 55)

Components and calculus

(thousand euros)

(a) Stock of Non-performing exposures 1477 134 1492 862 1289 555 1143984
(b) Grossloans to customers 12416934 12 450594 1357216 12 317 610
Definition Ratio that measures the quality of the loan portfolio.
Relevance Measure the proportion of non-performing exposures (NPE, according to EBA's definition) net of

Impairment for balance sheet loans in relation to the total customer loan portfolio.

Reference to FSNO (note 55)

Components and calculus

(thousand euros)

(a) Stock of Non-performing exposures 1477 134 1492 862 1289 555 1143984
(b) Impairment for credit risk (balance sheet) 862 630 868 712 77954 660078
(c) Grossloans to customers 12416934 12450594 12357216 2317610
Definition Ratio that measures the proportion of impairment for loans accumulated on the balance sheet in
relation to the balance of non-performing exposures (NPE, according to the EBA definition).
Relevance Assess the institution’s capacity to absorb potential losses arising from the NPE portfolio.
Reference to FSNO (note 55)

Components and calculus

(thousand euros)

(&) Impairment for credit risk (balance sheet) 862 630 868 712 77954 660 078

(b) Stock of Non-performing exposures 1477 134 1492 862 1289 555 1143984
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Definition Ratio that measures the proportion between the sum of the impairment for loans accumulated on the
balance sheet and associated collaterals and financial guarantees in relation to the balance of
non-performing exposures (NPE, according to EBA's definition).

Relevance Assess the institution’s capacity to absorb the potential losses arising from the NPE portfolio.

Reference to FSNO (note 55)

Components and calculus

(thousand euros)

(a) Impairment for credit risk (balance sheet) 862 630 868 712 779514 660078
(b) Associated collaterals and financial guarantees 465 682 475073 420001 436 651
(c) Stock of Non-performing exposures 1477 134 1492 862 1289 555 1143984
Definition Ratio that measures the quality of the loan portfolio.
Relevance Measure the proportion of Forborne exposures (according to EBA's definition) in relation to the total

loan portfolio.

Reference to FSNO (note 55)

Components and calculus

(thousand euros)

(a) Stock of Forborne exposures 914 163 924 423 815895 728 640

(b) Gross customerloans 12416934 12450594 1235721 2317610
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ATM: Automated Teller Machine.
CET1: Common Equity Tier 1
CET1 ratio: ratio between Common equity tier 1 capital and Risk-weighted assets.

Commercial net interest income: corresponds to the difference between the Income received from Loans

and advances granted to customers and the Interest paid on Customer deposits.

Cost-to-income ratio: Ratio between Operating costs and Total operating income, pursuant to Banco de
Portugal Instruction 16/2004.

Coverage of loans and interest overdue by more than 90 days by Impairment for balance sheet loans:
ratio between Impairment for accumulated loans (book value) and total Loans and interest overdue by more
than 90 days.

Complementary resources: sum of the balance sheet headings of Financial liabilities held for trading,
Hedge derivatives, Non-current liabilities held for sale - Discontinued operations, Provisions, Current tax

liabilities and Other liabilities.

Cost of credit risk: ratio between the income statement heading of Impairment of loans and advances to

customers and credit institutions (annualised value) and the average balance of Loans to customers (gross).
CRR quick-fix: Capital Requirements Regulation quick-fix.

Debt issued: sum of the balance sheet heading of Liabilities represented by securities and Other

subordinated liabilities.

DTA: Deferred tax assets.

EBA: European Banking Authority.

EMTN: Euro Medium Term Note Programme.

Fully implemented: refers to the full implementation of the prudential rules established in the legislation in
force in the European Union, that were produced based on the standards defined by the Basel Committee

on Banking Supervision, in the agreements known as Basel Il and Basel lIl.

Gross return on assets: Ratio between Net income before taxes and minority interests and Average net

assets, pursuant to Banco de Portugal Instruction 16/2004.

Gross return on equity: Ratio between Net income before taxes and minority interests and Average equity,

pursuant to Banco de Portugal Instruction 16/2004.
IFRS: International Financial Reporting Standards.

Impairments and provisions: sum of the income statement headings of Impairment of loans and advances
to customers and credit institutions, Impairment of other financial assets, Impairment of other assets and

Other provisions.

LCR ratio: Liquidity Coverage Ratio. Ratio between the Buffer of net assets and the Net outflows in a stress

period of 30 days.
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Leverage ratio: ratio between Tier 1 own funds and Non-weighted exposure.

Loans to customers (gross): corresponds to Loans to customers before deducting Impairment for credit

risks (book value).

Loans to customers (net): corresponds to Loans to customers (gross) after deducting Impairment for credit

risks (book value).

Loans and interest overdue by more than 90 days: corresponds to Loans with principal instalments or

interest in arrears for a period of more than 90 days.

Loan-to-deposit ratio: ratio between Loans to customers (net) and Customer resources, pursuant to Banco
de Portugal Instruct