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IMPORTANT INFORMATION

This document comprises a base prospectus for the purposes of Article 5.4 of the Prospectus Directive and
for the purpose of giving information with regard to CEMG and its subsidiaries and affiliates taken as a
whole (the “CEMG Group” or the “Group”) and the Notes which, according to the particular nature of the
Issuer and the Notes, is necessary to enable investors to make an informed assessment of the assets and
liabilities, financial position, profit and losses and prospects of the Issuer.

The Issuer accepts responsibility for the information contained in this Base Prospectus (including in relation
to the Issuer, for the avoidance of doubt, any information contained in the Final Terms relating to an issue of
Notes by the Issuer). To the best of the knowledge of the Issuer (having taken all reasonable care to ensure
that such is the case) the information contained in this Base Prospectus is in accordance with the facts and
does not omit anything likely to affect the import of such information.

This Prospectus has been prepared on the basis that any offer of Notes in any Member State of the EEA
which has implemented the Prospectus Directive (each, a “Relevant Member State”) will be made pursuant
to an exemption under the Prospectus Directive, as implemented in that Relevant Member State, from the
requirement to publish a prospectus for offers of Notes. Accordingly any person making or intending to
make an offer in that Relevant Member State of Notes which are the subject of an offering contemplated in
this Prospectus as completed by final terms in relation to the offer of those Notes may only do so in
circumstances in which no obligation arises for the Issuer or any Dealer to publish a prospectus pursuant to
Article 3 of the Prospectus Directive or supplement a prospectus pursuant to Article 16 of the Prospectus
Directive, in each case, in relation to such offer.

This Base Prospectus is to be read in conjunction with all documents which are incorporated herein by
reference (see “Documents Incorporated by Reference”).

No person has been authorised to give any information or to make any representation other than those
contained in this Base Prospectus in connection with the issue or sale of the Notes and, if given or made, such
information or representation must not be relied upon as having been authorised by the Issuer or any of the
Dealers or the Arranger (as defined in “General Description of the Programme”). Neither the delivery of this
Base Prospectus nor any sale made in connection herewith shall, under any circumstances, create any
implication that there has been no change in the affairs of the Issuer since the date hereof or the date upon
which this Base Prospectus has been most recently supplemented or that there has been no adverse change
in the financial position of the Issuer since the date hereof or the date upon which this Base Prospectus has
been most recently supplemented or that any other information supplied in connection with the Programme
is correct at any time subsequent to the date on which it is supplied or, if different, the date indicated in the
document containing the same.



IMPORTANT — EUROPEAN ECONOMIC AREA RETAIL INVESTORS

If the Final Terms in respect of any Notes includes a legend entitled “Prohibition of Sales to European Economic
Area Retail Investors”, the Notes are not intended to be offered, sold or otherwise made available to and should not
be offered, sold or otherwise made available to any retail investor in the EEA. For these purposes, a retail investor
means a person who is one (or more) of: (i) a retail client as defined in MiFID II; or (ii) a customer within the
meaning of Directive 2002/92/EC (as amended, the “Insurance Mediation Directive”), where that customer
would not qualify as a professional client as defined in point (10) of Article 4(1) of MiFID II; or (iii) not a qualified
investor as defined in the Prospectus Directive. Consequently no key information document required by Regulation
(EU) No 1286/2014 (as amended, the “PRIIPs Regulation”) for offering or selling the Notes or otherwise making
them available to retail investors in the EEA has been prepared and therefore offering or selling the Notes or
otherwise making them available to any retail investor in the EEA may be unlawful under the PRIIPs Regulation.

MiFID IT PRODUCT GOVERNANCE / TARGET MARKET

The Final Terms in respect of any Notes will include a legend entitled “MiFID II product governance” which will
outline the target market assessment in respect of the Notes and which channels for distribution of the Notes are
appropriate. Any person subsequently offering, selling or recommending the Notes (a “distributor”) should take
into consideration the target market assessment; however, a distributor subject to MiFID II is responsible for
undertaking its own target market assessment in respect of the Notes (by either adopting or refining the target
market assessment) and determining appropriate distribution channels.

A determination will be made in relation to each issue about whether, for the purpose of the Product Governance
rules under EU Delegated Directive 2017/593 (the “MiFID Product Governance Rules”), any Dealer subscribing
for any Notes is a manufacturer in respect of such Notes, but otherwise neither the Arranger nor the Dealers nor
any of their respective affiliates will be a manufacturer for the purpose of the MiFID Product Governance Rules.

IMPORTANT INFORMATION RELATING TO THE USE OF THIS BASE PROSPECTUS AND OFFERS
OF NOTES GENERALLY

The distribution of this Base Prospectus and the offering or sale of the Notes in certain jurisdictions may be
restricted by law. Persons into whose possession this Base Prospectus comes are required by the Issuer, the Dealers
and the Arranger to inform themselves about and to observe any such restrictions. The Notes have not been and
will not be registered under the United States Securities Act of 1933 (the “Securities Act”) or with any securities
regulatory authority of any state or other jurisdiction of the United States and, subject to certain exceptions, may
not be offered or sold within the United States or to, or for the account of or benefit of, U.S. Persons (as defined in
Regulation S under the Securities Act (“Regulation S”). If TEFRA C is specified as “Applicable” in the relevant
Final Terms, then the Notes are subject to U.S. tax law requirements and may not be offered, sold or delivered
within the United States or to, or for the account or benefit of, U.S. persons as defined in the U.S. Internal Revenue
Code of 1986, as amended, and regulations thereunder. For a description of certain restrictions on offers and sales
of Notes and on distribution of this Base Prospectus, see “Subscription and Sale”.

This Base Prospectus does not constitute an offer of, or an invitation by or on behalf of the Issuer, the Arranger or
the Dealers to subscribe for, or purchase, any Notes.

Save for CEMG, no other person has separately verified the information contained herein. To the fullest extent
permitted by law, none of the Dealers (excluding CEMG acting in its capacity as Issuer) or the Arranger accept any
responsibility for the contents of this Base Prospectus or for any other statement, made or purported to be made by
the Arranger or a Dealer or on its behalf in connection with the Issuer or the issue and offering of the Notes. The
Arranger and each Dealer accordingly disclaim all and any liability whether arising in tort or contract or otherwise
(save as referred to above) which it might otherwise have in respect of this Base Prospectus or any such statement.



Neither this Base Prospectus nor any other financial statements are intended to provide the basis of any credit or
other evaluation and should not be considered as a recommendation by any of the Issuer, the Arranger or the
Dealers that any recipient of this Base Prospectus or any other financial statements should purchase the Notes.
Each potential purchaser of Notes should determine for itself the relevance of the information contained in this
Base Prospectus and its purchase of Notes should be based upon such investigation as it deems necessary. None of
the Dealers or the Arranger undertakes to review the financial condition or affairs of the Issuer during the life of the
arrangements contemplated by this Base Prospectus nor to advise any investor or potential investor in the Notes of
any information coming to the attention of any of the Dealers or the Arranger.

An investment in the Notes involves a reliance on the creditworthiness of the Issuer, which will be liable solely in
its corporate capacity for its obligations in respect of the Notes and such obligations will not be the obligations of
its officers, members, directors, employees, security holders or incorporators. The Notes are not guaranteed by any
person. In addition, an investment in Notes involves the risk that subsequent changes in the actual or perceived
creditworthiness of the Issuer may adversely affect the market value of the relevant Notes. See “Risk Factors”.

The Notes will not represent an obligation or be the responsibility of the Arranger or the Dealers or any person
other than the Issuer.

The Notes may not be a suitable investment for all investors. Each potential investor in the Notes must determine
the suitability of that investment in light of its own circumstances. In particular, each potential investor should:

@) have sufficient knowledge and experience to make a meaningful evaluation of the relevant Notes, the
merits and risks of investing in the relevant Notes and the information contained or incorporated by
reference in this Base Prospectus or any applicable supplement;

(il)  have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its
particular financial situation, an investment in the relevant Notes and the impact such investment will
have on its overall investment portfolio;

(i)  have sufficient financial resources and liquidity to bear all of the risks of an investment in the Notes,
including Notes where the currency for principal or interest payments is different from the currency in
which such investor’s financial activities are principally denominated;

(iv)  understand thoroughly the terms of the relevant Notes and be familiar with the behaviour of any
relevant indices and financial markets; and

(v)  be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for
economic, interest rate and other factors that may affect its investment and its ability to bear the
applicable risks.

Investors generally purchase financial instruments as a way to reduce risk or enhance yield with an understood,
measured, appropriate addition of risk to their overall portfolios. A potential investor should not invest in Notes
unless it has the expertise (either alone or with the assistance of a financial adviser) to evaluate how the Notes will
perform under changing conditions, the resulting effects on the value of such Notes and the impact this investment
will have on the potential investor’s overall investment portfolio.

An investment in Notes is not equivalent to an investment in a bank deposit. Although an investment in Notes may
give rise to higher yields than a bank deposit placed with the Issuer or with any other investment firm in the Group,
an investment in Notes carries risks which are very different from the risk profile of such a deposit. Notes are
expected to have greater liquidity than a bank deposit since bank deposits are generally not transferable. However,
Notes may have no established trading market when issued, and one may never develop.

Investments in Notes do not benefit from any protection provided pursuant to Directive 2014/49/EU of the
European Parliament and of the Council on deposit guarantee schemes or any national implementing measures



implementing this Directive in any jurisdiction. Therefore, if the Issuer becomes insolvent or defaults on its
obligations, investors investing in Notes in a worst case scenario could lose their entire investment.

STABILISATION

In connection with the issue of any Tranche (as defined in “General Description of the Programme”), the Dealer or
Dealers (if any) named as the stabilisation manager(s) (the “Stabilisation Manager(s)”’) (or persons acting on
behalf of any Stabilisation Manager(s)) in the applicable Final Terms may over-allot Notes or effect transactions
with a view to supporting the market price of the Notes at a level higher than that which might otherwise prevail.
However, stabilisation may not necessarily occur. Any stabilisation action may begin on or after the date on which
adequate public disclosure of the final terms of the offer of the relevant Tranche is made and, if begun, may cease
at any time, but it must end no later than the earlier of 30 days after the issue date of the relevant Tranche and 60
days after the date of the allotment of the relevant Tranche. Any stabilisation action or over-allotment must be
conducted by the relevant Stabilisation Manager(s) (or person(s) acting on behalf of any Stabilisation Manager(s))
in accordance with all applicable laws and rules.

PRESENTATION OF INFORMATION

In this Base Prospectus, unless otherwise specified or the context otherwise requires, references to “€” and “euro”
are to the currency introduced at the start of the third stage of European economic and monetary union pursuant to
the Treaty establishing the European Community, as amended from time to time. Certain amounts that appear in
this Base Prospectus have been subject to rounding adjustments. Accordingly, the figures shown as totals in certain
tables may not be an arithmetic aggregation of the figures that precede them and amounts expressed as percentages
may not total 100 per cent. when aggregated.

CAUTIONARY STATEMENT REGARDING FORWARD LOOKING STATEMENTS

This Base Prospectus may contain forward-looking statements. CEMG may also make written forward-looking
statements in their audited annual financial statements, in their interim financial statements, in their offering
circulars, in press releases and other written materials and in oral statements made by their officers, directors or
employees to third parties. Statements that are not historical facts, including statements about CEMG’s beliefs and
expectations, are forward-looking statements. These statements are based on current plans, estimates and
projections and such statements reflect CEMG’s judgement at the date of this document and are not intended to
give any assurances as to future results. Forward-looking statements speak only as at the date they are made, and
CEMG undertakes no obligation to update publicly any of them in light of new information or future events.
CEMG will comply with their obligations to publish updated information as required by law or by any regulatory
authority but assume no further obligation to publish additional information.

ALTERNATIVE PERFORMANCE MEASURES

This Base Prospectus and the documents incorporated by reference in this Base Prospectus contain certain
management measures of performance or alternative performance measures (“APMs”), which are used by
management to evaluate the Issuer’s overall performance. These APMs are not audited, reviewed or subject to
review by the Issuer’s auditors and are not measurements required by, or presented in accordance with,
International Financial Reporting Standards (“IFRS”). Accordingly, these APMs should not be considered as
alternatives to any performance measures prepared in accordance with IFRS.

Many of these APMs are based on the Issuer’s internal estimates, assumptions, calculations, and expectations of
future results and there can be no guarantee that these results will actually be achieved. Accordingly, investors are
cautioned not to place undue reliance on these APMs.

Furthermore, these APMs, as used by the Issuer, may not be comparable to other similarly-titled measures used by
other companies. Investors should not consider such APMs in isolation, as alternatives to the information



calculated in accordance with IFRS, as indications of operating performance or as measures of the Issuer’s
profitability or liquidity. Such APMs must be considered only in addition to, and not as a substitute for or superior
to, financial information prepared in accordance with IFRS and investors are advised to review these APMs in
conjunction with the audited consolidated annual financial statements incorporated by reference in this Base
Prospectus.

The descriptions (including definitions, explanations and reconciliations) of all APMs are set out in the Glossary at
the back of this Base Prospectus.

The Issuer believes that the description of these management measures of performance in this Base Prospectus
follows and complies with the ESMA Guidelines introduced on 3 July 2016 on Alternative Performance Measures.



SUPPLEMENT TO THE BASE PROSPECTUS

The Issuer has given an undertaking to the Dealers and the Luxembourg Stock Exchange that if at any time during
the duration of the Programme there is a significant new factor, mistake or material inaccuracy relating to
information contained in this Base Prospectus which is capable of affecting the assessment of any Notes whose
inclusion would reasonably be required by investors and their professional advisers, and would reasonably be
expected by them to be found in this Base Prospectus, for the purpose of making an informed assessment of the
assets and liabilities, financial position, profits and losses and prospects of the Issuer, and the rights attaching to the
Notes, the Issuer shall prepare a supplement to this Base Prospectus or publish a replacement Base Prospectus for
use in connection with any subsequent offering of the Notes and shall supply to each Dealer and the Luxembourg
Stock Exchange such number of copies of such supplement hereto as such Dealer and the Luxembourg Stock
Exchange may reasonably request.
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RISK FACTORS

The Issuer believes that the following factors may affect its ability to fulfil its obligations under Notes issued under
the Programme. All of these factors are contingencies which may or may not occur and the Issuer is not in a
position to express a view on the likelihood of any such contingency occurring.

Factors which the Issuer believes may be material for the purpose of assessing the market risks associated with
Notes issued under the Programme are also described below.

The Issuer believes that the factors described below represent the principal risks inherent in investing in Notes
issued under the Programme, but the Issuer may be unable to pay interest, principal or other amounts on or in
connection with any Notes for other reasons and the Issuer does not represent that the risks of holding any Notes
are exhaustive. Prospective investors should also read the detailed information set out elsewhere in this Base
Prospectus or incorporated by reference herein and reach their own views prior to making any investment decision.

Risk factors relating to CEMG’s business

As a result of its business activities, CEMG is exposed to a variety of risks, the most significant of which are credit
risk, market risk, operational risk and liquidity risk. Failure to control these risks may result in a material adverse
effect on CEMG’s financial condition and results of operations.

The impact of the financial and credit crisis

The capital and credit markets have experienced several periods of volatility and disruption, since 2008. The
market dislocations have led to the failure of several substantial financial institutions, causing widespread
liquidation of assets and further constraining the credit markets. These asset sales, along with asset sales by other
leveraged investors, including some hedge funds, have driven down prices and valuations across a wide variety of
traded asset classes. Asset price deterioration has a negative effect on the valuation of many of the asset categories
represented on the balance sheet of CEMG, and reduces its ability to sell assets at prices deemed acceptable.
Additionally, such market volatility produced downward pressure on stock prices and credit capacity for financial
market participants generally.

Since the spring of 2016 until the beginning of 2018, such market volatility was low (except around the time of the
Brexit referendum). In the beginning of 2018, there was a resurgence of volatility due to the increase of the long-
term interest rates and uncertainty regarding protectionist policies of the U.S. Trump Administration.

More recently, the political developments in Italy and Spain surprised the market. News coming out of these two
countries has brought back the dichotomy between periphery and core countries in Europe, which sparked high
levels volatility in the capital markets. Moreover, the political turmoil in Italy triggered concerns about the stability
of the euro zone.

If current levels of market volatility worsen significantly, CEMG’s ability to access the capital markets and obtain
the necessary funding to support its business activities on acceptable terms may be adversely affected. Among
other things, an inability to refinance assets on the balance sheet or maintain appropriate levels of capital to protect
against deteriorations in their value could force CEMG to liquidate assets held at depressed prices or on
unfavourable terms.

These factors could have an adverse effect on the business, financial condition and results of operations of CEMG.
Economic activity in Portugal

As the Issuer currently conducts the majority of its business in Portugal, its performance is influenced by the level
and cyclical nature of business activity in Portugal, which is in turn affected by both domestic and international



economic and political events. Thus, a decline in Portuguese economic activity may have a material effect on the
Issuer’s financial condition and on the results of its operations. A deterioration in Portugal’s international economic
performance and/or uncertainty regarding implemented political measures may also have a material effect on the
Issuer’s financial condition and on the results of its operations. In addition, following the recent events in Italy and
Spain, continued political turmoil may have a negative impact on (i) the Issuer’s cost of funding and its ability to
issue Notes under the Programme; (ii) the yield of Portuguese Government bonds, impacting the capital position of
the Issuer; and (iii) the Portuguese economy, which, in turn, would have a negative impact on the business of the
Issuer.

The Issuer’s business activities (including mortgage lending activities) are dependent on the level of banking and
financial services required by its customers and borrowers in Portugal which are, in turn, based on the evolution of
the economic activity, saving levels, investment and employment. In particular, levels of borrowing are heavily
dependent on customer confidence, employment trends, and the condition of the Portuguese economy and market
interest rates.

Structural factors, such as the slow adaptation of some sectors to the increasing external competition, as well as
labour laws and the low levels of qualification of a material portion of the workforce, combined with a period of
very poor economic growth and the implementation of measures to reduce the public deficit in the context of the
Portuguese Financial Assistance Programme (“FAP”), have contributed to a rise in the unemployment rate. In fact,
during Portugal’s last recession, the unemployment rate reached a historically very high level.

In May 2011, the FAP was agreed between the European Central Bank (“ECB”), the International Monetary Fund
(“IMF”) and the European Commission (“EC”, and together, the “Troika”) and was implemented in 2012. The
FAP comprised a total funding of €78 billion to be allocated during the period from 2011 to 2014. The FAP’s main
objectives were to return the Portuguese economy to a path of sustained growth within a framework of financial
stability and to restore the confidence of participants in the international financial markets. To this end, the FAP
focused its assistance in three main areas: (i) a set of significant structural reforms to increase potential growth,
create jobs and improve the economy's competitiveness; (ii) a strategy for credible fiscal consolidation, based on
measures of a structural nature and greater budgetary control over all obligations of the State; and (iii) a process of
orderly deleveraging of the financial sector through market mechanisms and supported by a fund to finance the
recapitalisation of banks.

On 17 May 2014, the FAP came to an end, which constituted an important moment for the evolution of the
Portuguese economy. During its period of implementation, there was significant progress in the correction of
certain macroeconomic imbalances and various structural measures were adopted where needed. Notwithstanding
this progress, the return to normal market conditions in respect of funding to the Portuguese economy required a
sustained product growth. Such product growth was also crucial to bringing about a reduction in the high level of
unemployment observed in the Portuguese economy (which in 2013 reached a maximum annual average level of
16.2 per cent., started a downward trajectory in 2014, reaching 8.9 per cent. in 2017).

Following its exit from the FAP, Portugal became subject to Post-Programme Surveillance by the EC and the ECB
and to Post-Programme Monitoring by the IMF.

As per the Portuguese Government’s State Budget for 2018 (the “SB 2018”), Portugal’s debt-to-GDP ratio was
130.1 per cent. of gross domestic product ("GDP") in 2016, 1.3 percentage points higher than in 2015. In 2017, the
debt-to-GDP ratio was expected to resume a downward trajectory, reaching 126.2 per cent. by the end of the year
and 123.5 per cent. by the end of 2018. However, the latest data released by the Bank of Portugal and the Institute
for National Statistics in Portugal indicate that the debt-to-GDP ratio was lower than the Portuguese Government
projection in the SB 2018, estimating a debt-to-GDP ratio of 125.7 per cent. of GDP in 2017 compared to 129.9 per
cent. of GDP in 2016, suggesting that the debt-to-GDP ratio could remain in 2018 at a level lower than that
projected in the SB 2018 (in the Stability Programme 2018-2022 (“SP 2018-2022"), published on 13 April 2018,

10



the Portuguese Government projects a debt-to-GDP ratio of 122.2 per cent. in 2018). The level of public debt is
projected to continue a gradual declining trend. Given the current high level of government debt, Portugal still
appears to face high fiscal sustainability risks in the medium-term. However, in the long-term Portugal faces low
fiscal sustainability risks, particularly due to the positive structural primary balances since 2012. In the SB 2018,
the Portuguese Government predicts a maintenance at 2.2 per cent. in 2016, a small reduction to 2.1 per cent. in
2017 and a rise to 2.3 per cent. in 2018.

In addition, Portugal’s GDP grew 2.7 per cent. in 2017, the highest growth since 2000 (when it grew 3.8 per cent.)
and an increase of 2.3 per cent. is expected in 2018, in both case above the levels anticipated in the SB 2018 (i.e.
increases of 2.6 per cent. in 2017 and 2.2 per cent. in 2018; however, in the SP 2018-2022, the Portuguese
Government already projects a growth of 2.3 per cent. for 2018). As expected, the economic growth in 2017
reflected the positive domestic demand contribution of 2.9 percentage points. The acceleration of this contribution
(compared to 1.6 percentage points in 2016) mainly reflects the strong acceleration in investment (“GFCF”), but
also of private consumption. Private consumption expanded by 2.3 per cent. (compared to 2.1 per cent. in 2016)
and public consumption contracted by 0.2 per cent. (compared with the expansion of 0.6 per cent. in 2016), while
GFCEF rose by 9.1 per cent., strongly accelerating the growth of 1.5 per cent. in 2016. The change in inventories
had a negative contribution of 0.1 percentage points to growth, which compares to a negative contribution of 0.1
percentage points in 2016. Meanwhile, net exports showed a negative contribution of 0.2 percentage points,
penalising growth for the fourth consecutive year (although in 2016, in a marginal way of a negative contribution
of 0.01 percentage points). The negative contribution of net exports in 2017 reflects increases of 7.8 per cent. in
exports (compared to 4.4 per cent. in 2016) and 7.9 per cent. of imports (compared to 4.2 per cent. in 2016).
Although net exports in 2017 have once again penalised growth, the economic recovery has continued to be
sustained by exports, which at the end of 2017 were at a level of 47.7 per cent. higher than pre-adjustment
programme levels (i.e. 2010). Exports of services, notably tourism, have continued to grow at a steady pace, as
several Portuguese destinations consolidate their prestige in international markets.

Concerning the challenges facing the economy in 2018, the main challenges at the domestic level are: (i) the still
weak situation of the banking system; and (ii) the persistence of some political risks (a heterogeneous majority in
the parliament supports a minority government) due to the possibility of a return to political instability (although
this risk is expected to decrease over time), in a context in which the country should continue committed to the
additional consolidation objectives of the public finances demanded by the EU for the medium term and such
policies do not have the support of the left-leaning parties supporting the Portuguese Government. On the positive
side, the labour market recovery may continue to exceed expectations, supporting higher growth in domestic
demand. Externally, the economy remains vulnerable to the evolution of world demand, which as a central scenario
is expected to continue to rise, but is also fraught with risks mainly due to: (i) the low oil price (although the
average price of 2018 is expected to be higher than previous forecasts), which should continue to favour the terms
of trade; and (ii) the possibility of the world economy being able to accelerate more than anticipated. On the
negative side, it should be noted: (i) that an accelerated appreciation of the euro could be detrimental to the
competitiveness of the economys; (ii) the effects of the recent instability in the financial markets on the conditions
of financing of the Portuguese economy; (iii) the effects of the reduction of the ECB's monetary policy
expansionary environment on Portuguese debt yields; and (iv) the high geopolitical risk arising from the following
factors: (a) the uncertainty about the situation in Catalonia; (b) the uncertainty of the Brexit process; (c) the
uncertainty regarding the U.S. economic policy that president Donald Trump will implement, namely protectionist
commercial policies; (d) the geopolitical uncertainty in the Middle East (e.g. Syria), the Far East (e.g. North Korea)
and Eastern Europe (Russia / Ukraine) and U.S. / Russia relations.

With respect to the labour market, the unemployment rate decreased from 11.1 per cent. in 2016 to 8.9 per cent. in
2017, continuing the trend of reduction from the historical peak reached at the beginning of 2013 (17.5 per cent.),
and a further reduction is projected for 2018, to 7.3 per cent., in each case below those in the SB 2018 (9.2 per cent.
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and 8.6 per cent., respectively; later, in the SP 2018-2022, the Portuguese Government projected 7.6 per cent. for
2018).

On the other hand, the average rate of change of the Portuguese consumer price index (“CPI”’) was 1.4 per cent. in
2017, slightly accelerating from the 0.6 per cent. observed in 2016 (and compared to 0.5 per cent. in 2015 and -0.3
per cent. in 2014), with core inflation (excluding energy, food and tobacco prices) at 1.1 per cent. in 2017
(compared to 0.7 per cent. in 2016).

The year 2017 in Portugal was marked by a strong decrease in the country risk, reflected by the reduction of the
spread of 10-year Portuguese bonds. The GDP in 2016 grew 1.6 per cent., which was more than expected, and the
unemployment rate (11.1 per cent.) fell more than anticipated, with better prospects for meeting the budget targets.
The deficit in 2016, -2.0 per cent. of GDP, was the lowest recorded in the democratic history of Portugal, with the
exception of a deficit of -1.0 per cent. of GDP in 1974. Other favourable developments contributed to the reduction
of the risk of the country during 2017, such as the country's exit from the Excessive Deficit Procedure (“EDP”),
positive developments in unemployment, general economic growth and favourable prospects for the achievement
of budgetary targets. On 9 September 2017, Standard & Poor's increased the Portuguese Republic's rating to the
first level of investment grade with a favourable outlook, and on 15 December 2017, Fitch increased its rating to
two levels above "junk" maintaining the positive outlook.

The Portuguese economy’s current situation continues to reveal some risks related to fiscal consolidation and the
lack of availability of credit. These risks continue to limit the financing of well-established companies in the
country, although less than before. Nevertheless, these risks may negatively impact the Issuer’s operations,
business and financial condition.

The Issuer cannot foresee what impact any economic or related fiscal developments and policies or other additional
measures may have on the Portuguese economy, and CEMG’s activity and performance.

Legislation for the protection of borrowers in a very difficult financial condition

Legislation that intended to protect borrowers of residential mortgage loans that were in a very difficult financial
condition was enacted in 2012, namely Law no. 58/2012, of 9 November (further amended by Law no. 58/2014, of
25 August).

This legislation required credit institutions to adopt protective measures mainly in relation to residential mortgage
loans’ borrowers of low income households in which one of the members was unemployed or whose gross annual
income had suffered a reduction of 35 per cent. or more. The adoption of measures aimed at protecting this type of
borrower was in some circumstances mandatory for the credit institutions. These measures included, inter alia,
alternative repayment arrangements, postponement of instalment payments and the extension of the mortgage
loan’s term.

This law expired on 31 December 2015, but the Issuer is not in a position to anticipate whether the Portuguese
Government will approve a new law to replace it, which could have a negative impact on the mortgage credit
portfolio of the Issuer, since it would aim at safeguarding the position of certain borrowers facing serious financial
difficulties.

Legislation on management of default risks and procedures for collection of debt in default

Decree-Law no. 227/2012, of 25 October, establishes the principles and rules that credit institutions should adopt to
monitor default risk situations and for the extrajudicial default settlement of any loans with individual customers.
In particular, Decree-Law no. 227/2012 of 25 October, determines the creation of the Pre-arrears Action Plan
(“PARI”) and the extrajudicial settlement procedure for borrowers in default situations (“PERSI”).
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Regulatory Notice (Aviso) 17/2012 of the Bank of Portugal determines the public information disclosure duties
related to the default of credit agreements, the extrajudicial support network, as well as rules and criteria are
established for contact with borrowers in risk of default or delay in the fulfilment of their obligations and for the
evaluation of their financial capacity. In addition, rules and proceedings are set in respect of the PARI information
report to the Bank of Portugal and the internal documentation prepared by the credit institutions regarding the
PERSI implementation.

In order to anticipate and prevent potential indebtedness situations in mortgages, the Issuer identifies cases of
potential default in order to act proactively by providing credit renegotiation solutions that will reduce the risk of
default.

The Issuer has implemented the PARI, which includes new rules, procedures and measures which allow for:

° Early detections of signs of delinquency risk, implementing systems to identify default risk;

o Monitoring of borrowers who report financial difficulties;

. The adoption of measures to prevent arrears;

° Assessment of any evidence of default risk;

° Proposals for repayment solutions whenever the risk of failure is caused by temporary and specific
circumstances;

° Evaluation of the financial capacity of the client; and

° Proposals for restructuring or consolidation of credit agreements in cases where the risk of default is

assumed to be permanent.

The Issuer has also created PERSI, with several measures intended to automatically detect customers in default and
propose timely contractual changes and restructurings, including:

o The notification of customer arrears and amounts due to the borrower and guarantors;

o Registration of the reasons for non-compliance and assessment of the financial capacity of the client;
° Reporting clients about the evaluation of failure; and

. Proposals of contractual remedies adequate to the borrower’s financial situation.

Under PERSI, as a general rule, credit institutions may not declare anticipated maturity or take any legal action
before ninety days from the moment the customer is under PERSI, which may only occur if the customer failed to
meet payment obligations when due. Therefore, PERSI may have a negative impact on the recovery of the loans in
default.

Such legislation may therefore have a material adverse effect on the Issuer’s business, financial condition and
results.

Legislation on calculation of default interest

Decree-Law no. 58/2013, of 8 May, applies to credit institutions and has established detailed rules on the
calculation of default interest, compounding of interest, and charging of expenses and fees in connection with
default under finance agreements. According to this new regime, (i) accrued and unpaid interest cannot be
compounded for periods of less than one month; (ii) credit institutions shall not charge default interest rates higher
than an annual rate of 3 per cent. in addition to the applicable original interest (previously the maximum rate was 4
per cent.); (iii) fees for recovery of outstanding debt under credit agreements shall not be higher than 4 per cent. of
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the unpaid instalment (no limit was previously in force on this type of fee); and (iv) credit institutions shall only be
entitled to request reimbursement of expenses, insofar as they have been incurred with third parties (e.g. land
registries) for the account of the defaulting borrower and are duly documented.

Some of the provisions described in the preceding paragraph limit the rights of the Issuer, as well as credit
institutions generally, in connection with a default of their clients, hence having a negative impact on the Issuer’s
business, financial condition and results.

Bank of Portugal guidelines on the implications of a negative EURIBOR

The Bank of Portugal has issued guidelines (carta circular) no. 26/2015/DSC, which address the matter of how the
negative Euribor shall be reflected in existing finance agreements whose interest rate is calculated based on
Euribor.

In those guidelines, the Bank of Portugal has disclosed the following understanding: (i) in relation to existing
financing agreements which have not contemplated a regime applying in a scenario of negative Euribor, the credit
institutions shall not construe their clauses as implicitly entitling them to limit the effects of such negative Euribor;
(ii) in the future, credit institutions are prohibited from setting forth any floors in contracts entered into with the
clients, with a view to limit the effects of negative Euribor in the contractual interest rate; and (iii) nonetheless,
credit institutions and their counterparties under the agreements are allowed to take certain (not defined in detail)
precautionary measures in order to address the risk of negative Euribor.

The Bank of Portugal’s guidelines are not mandatory in nature, however, they are usually followed by all regulated
credit and financial entities, including in relation to all credit and financing agreements with consumers or other
banking customers, including mortgage loans, financial leasing and factoring, being also likely to influence the
decisions of courts.

This matter is still under discussion, and the Bank of Portugal itself advocates changing national legislation,
thereby setting the minimum limit of the interest rate at zero.

If the above-mentioned guidelines are upheld by the courts or followed by the Issuer, they may have a negative
impact in relation to the interest accruing on the housing loans forming part of the Issuer’s loan portfolio, insofar as
a variable interest rate has been agreed under such loans, and the relevant Euribor rate is below zero. This may
negatively affect the Issuer’s business, financial condition and results.

Regulation of Portuguese Financial Industry on Prudential Matters

The Issuer operates in a highly regulated industry. The banking activities of the Issuer are subject to extensive
regulation by the Bank of Portugal and guidelines issued by the ECB and the European Banking Authority
(“EBA”), mainly relating to liquidity levels, solvency and provisioning, and also extensive regulation by the
Portuguese Securities Regulator (the “CMVM”).

The Portuguese financial industry has been reacting to a steady stream of changes in the regulatory and legal
framework since the early 1980s. The process of deregulation and liberalisation began in 1983 and was followed
by the privatisation process initiated in 1989 and the opening of the banking system to foreign competition.
Restrictions on capital movement have been gradually lifted as Portugal implemented legislation bringing
Portuguese banking regulations in line with European Union (“EU”) legislative practice. In particular, the General
Regime for Credit Institutions and Financial Companies (“RGICSF”, enacted by Decree Law no. 298/92, of 31
December) made a noticeable impact on the Portuguese financial sector by introducing a comprehensive regulatory
framework in Portugal in line with EU directives, abolishing the distinction between investment and commercial
banks, establishing prudential and supervisory rules, revising regulation of foreign banks operating in Portugal and
Portuguese banks operating abroad and creating a deposit guarantee fund in order to protect depositors. In January

14



2005, the majority of the Portuguese financial sector, representing more than 84 per cent. of total liquid assets,
adopted the IAS/IFRS accounting rules.

In order to adopt the Codified Banking Directive (2006/48/EC) and the Capital Adequacy Directive (2006/49/EC),
a new regulatory framework was implemented in 2007 with the publication of Decree Law no. 103/2007 and
Decree Law no. 104/2007, each of 3 April, and a new set of Notices and Instructions from the Bank of Portugal
were implemented to regulate the provisions laid down in those Decree Laws. This new regulatory framework
came into full force and effect during 2007 and 2008.

The new set of regulation created the possibility of using two methods for the calculation of own funds
requirements. The first method is the Standardised Approach, which is largely based on the credit ratings published
by external credit assessment institutions (ECAI). It involves weighing the risks in accordance with the type of
borrower and the type of exposure. The second method which has two variations, is the Internal Ratings Based
approach (“IRB”). The IRB approach allows the use of internal methodologies for the calculation of own funds
requirements, where the calculation of risk weighted exposure considers the input parameters of the probability of
default (PD), the loss given default (LGD) and the exposure at default (EAD). The Issuer applies the Standardised
Approach method.

Directives 2004/39/EC, 2006/73/EC and Regulation 1287/2006 on markets and financial instruments (MiFID) and
Directives 2004/109/EC and 2007/14/EC (Transparency Directives) also entered into force in 2007. This legislation
had a two-fold aim of protecting investors and ensuring the smooth operation of the securities market. The
legislation was necessary to ensure the transparency of transactions and that the rules laid down for that purpose
apply to investment firms when operating in markets.

Following the publication of Directive 2009/111/EC, of the European Parliament and the Council, of 16 September
2009, which amended Directives 2006/48/EC and 2006/49/EC, amendments were also introduced in Decree Law
no. 103/2007 and Decree Law no. 104/2007.

During 2009 and 2010, the following Directives were implemented: (i) Directive 2007/44/EC, amending several
Directives regarding procedural rules and evaluation criteria for the prudential assessment of acquisitions and
increased holdings in the financial sector; (ii) Directive 2009/27/EC (amending certain Annexes to Directive
2006/49/EC) regarding technical provisions concerning risk management; and (iii) Directive 2009/111/EC
regarding banks affiliated with central institutions, certain own funds items, heightened exposure, supervisory
arrangements and crisis management.

In December 2010, the Basel Committee on Banking Supervision published the Basel III rules text, providing for
the details of global regulatory standards on bank capital adequacy and liquidity ratios, setting out higher and
better-quality capital, better risk coverage, the introduction of a leverage ratio and the establishment of two global
liquidity standards.

On 20 July 2011, the European Commission published two proposals to amend and replace the existing capital
requirement directives by two new legislative instruments: a regulation establishing prudential requirements that
institutions need to respect and a directive governing access to deposit-taking activities which transpose into EU
law the Basel III agreement. The new Basel III framework which was subsequently implemented into national laws
and is being implemented in stages, between 1 January 2013 and 1 January 2019, affects the real economy, credit
market and the banking system, with significant impact on economic players and may have an adverse impact in
the capital resources and requirements of the Issuer.

In 2011, the European authorities approved a new set of supervision legislation for the banking sector which
includes the creation of the EBA with a mandate to develop a single rulebook for banks in the EU, while national
authorities remain responsible for the supervision of financial institutions. At the end of 2011, the ECB announced
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measures to support bank lending and money market activity, including the reduction of the reserve ratio from 2
per cent. to 1 per cent.

In Portugal, as a consequence of the financial and sovereign crisis and the FAP, the national authorities in April
2011 imposed a new set of legislation and activity requirements on the Portuguese financial sector.

The FAP set targets for deleveraging and increasing capital and liquidity in the financial system in general and the
banking sector in particular. In order to achieve these targets, the eight largest banking groups were required by the
Bank of Portugal, to draw up a Funding & Capital Plan (“FCP”) and to update this regularly. Regarding the
system’s liquidity, the Bank of Portugal has promoted an orderly deleveraging of the banking sector and reduction
of the banks’ funding from the ECB aimed at more stable and sustainable funding models in the long term.
Regarding solvency, since 2010 the Bank of Portugal has adopted several measures towards preserving adequate
capital ratios, which included recommending the sale of assets, imposing capital increases, limiting the distribution
of dividends and setting more stringent capital requirements, which anticipated some of the main Basel III
recommendations.

In 2013, the European authorities approved a new legislative package to strengthen the regulation of the banking
sector and to implement the Basel III agreement into the EU legal framework, replacing the former Capital
Requirements Directives (2006/48/EC and 2006/49/EC): Regulation 575/2013 of the European Parliament and of
the Council of 26 June establishing new and detailed prudential requirements that institutions need to respect (the
Capital Requirements Regulation or “CRR”) and Directive 2013/36/EU of the European Parliament and of the
Council of 27 June 2013 on access to the activity of credit institutions and the prudential supervision of credit
institutions (the Capital Requirements Directive IV or “CRD IV”). The package entered into force on 1 January
2014, while some of the new provisions are continuing to be phased-in.

To ensure a smooth transition to the new Basel III rules, instruments that do not meet the new rules have to be
phased out over a 10-year period, provided they were issued prior to 12 September 2010. The CRR set the cut-off
date at 31 December 2011 (except for instruments used for the recapitalisation of banks by Member States, where
special rules apply). Under Basel III, capital instruments that do not meet the stricter eligibility criteria will be
phased out over an eight-year period (starting in 2014).

By 31 December 2013, EU Member States were required to adopt and publish the laws, regulations and
administrative provisions necessary to comply with CRD IV. The provisions of the CRD IV have already been
implemented in Portugal.

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

CRD IV/CRR also introduces a leverage ratio aimed at monitoring possible under-estimations of risk-weighted
assets and avoids excess leverage through a simple calculation. This ratio is calculated by dividing the total Tier 1
capital by total exposure as defined in CRD IV. In addition to the balance sheet assets, the denominator includes
other off-balance sheet items.

With reference to liquidity risks, the Basel III recommendations transposed into CRD IV imply the implementation
of the liquidity coverage ratios known as Liquidity Coverage Ratio (“LCR”) (short term ratio in a severe stress
scenario) and Net Stable Funding Ratio (“NSFR”) (medium term). The LCR was introduced gradually starting
from October 2015 with a minimum level of 60 per cent. and was fully implemented in January 2018 comprising
the minimum required rate of 100 per cent., one year earlier than the Basel Committee had recommended. The
NSFR (minimum of 100 per cent.) was to be implemented in 2018 but this date has recently been postponed to
2020. As at 31 December 2017, the Issuer’s LCR stood at 153.4 per cent. (106.6 per cent. as at 31 December 2016),
above the minimum 80 per cent. required level.
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Banks’ strategies had to change towards liquidity compliance and a more sustainable balance sheet. In order to

meet the requirements, some adjustments have been made or are in progress and negative effects on banks
profitability, namely the Issuer, may be expected in order to benefit liquidity.

Liquidity regulation ensures banks maintain a certain level of highly liquid assets, which may imply lower
profitability. At the same time, financing costs may increase since long term financing is favoured in relation to
short term financing.

These changes may have a negative impact on the Issuer’s results of operations, business and financial condition.

Regarding capital ratios, according to the CRR and the Bank of Portugal Regulations, the banks are subject to a
minimum compliance (Core Tier 1 of 4.5 per cent., Tier 1 of 6 per cent. and a Total Capital Ratio of 8 per cent.)
with gradually increasing buffers until 1 January 2019.

The CRD 1V includes general rules and supervision powers, wages, governance and disclosure requirements as
well as an introduction of five additional capital buffers:

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

- Countercyclical capital buffer rate between 0 and 2.5 per cent. of Core Tier 1 assets, pursuant to the conditions
to be established by the competent authorities; and

- Systemic risk buffer: i) applicable to the institutions with a global systemic importance: between 1 and 3.5 per
cent.; ii) applicable to other institutions with a systemic importance ("O-SII"): between 0 and 2 per cent.; and
iii) macroprudential systemic risk: between 1 and 3 per cent. or between 3 and 5 per cent. depending on the
economic outlook. The Issuer has been classified as an O-SII.

These buffers, apart from the macroprudential systemic risk, have been gradually applied since 2016. The Member
States may anticipate their application.

A five year transitory period was projected in order to adapt the previous applicable rules to the new regulations.

In December 2013, the Bank of Portugal determined a minimum Common Equity Tier 1 (“CET1”) ratio of 7.0 per
cent. calculated with transitional arrangements to be complied with from the 1 January 2014 onwards (Regulatory
Notice (4viso) 6/2013).

In September 2015, the Bank of Portugal determined a conservation buffer of 2.5 per cent. (Regulatory Notice
(Aviso) 1/2015) to be applied from January 2016, whereas the applicable minimum capital ratios were 7 per cent.
for CET1, 8.5 per cent. for Tier 1 and 10.5 per cent. for Total Capital. On 31 May 2016, the Bank of Portugal
issued Notice 6/2016 revoking Notice 1/2015, which determined the conservation buffer to be 0.625 per cent. in
2016 with an increase of 0.625 per cent. per year until 2019. At its most recent revision, on 21 December 2017, the
Bank of Portugal also determined a countercyclical capital buffer rate of 0 per cent. In a decision on 30 November
2017, the Bank of Portugal determined a systemic risk buffer for CEMG of 0.063 per cent., 0.125 per cent., 0.188
per cent. and 0.250 per cent. to be accomplished by 1 January 2018, 2019, 2020 and 2021, respectively. See further
“Issuer as an O-SII” below.

As at the date of this Base Prospectus, CEMG’s minimum capital ratios requirements under Pillar 1 on a
consolidated basis are: 4.5 per cent. for CET1, 6.0 per cent. for Tier 1 and 8.0 per cent. for Total Capital. Under the
Supervisory Review and Evaluation Process (“SREP”), the Bank of Portugal determined for CEMG an additional
3 per cent. Pillar 2 requirement to be met from 1 July 2018 onwards, on a consolidated basis. Including the
applicable buffers, CEMG will be required to comply with the capital ratios requirements (on a consolidated basis
and on a phasing-in basis) of 9.4 per cent. for CET1, 10.9 per cent. for Tier 1 and 12.9 per cent. for Total Capital
from 1 July 2018.
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As at 31 December 2017, the Total Capital ratio of the Issuer, on a consolidated basis (phasing-in), stood at 13.3
per cent. (10.9 per cent. as at 31 December 2016) and the CET1 ratio was 13.2 per cent. (10.4 per cent. as at 31
December 2016). Considering the full implementation of CRD IV/CRR, as at 31 December 2017, the Total Capital
ratio stood at 11.9 per cent. (8.2 per cent. as at 31 December 2016) and CET1 was 11.6 per cent. (7.6 per cent. as at
31 December 2016).

In addition, the Bank of Portugal has established minimum provisioning requirements regarding current loans, non-
performing loans, overdue loans, impairment for securities and equity holdings, sovereign risk and other
contingencies. Therefore, any change in these requirements could have an adverse impact on the results and
operations of the Issuer.

On 23 November 2016, the European Commission presented a proposal with a comprehensive package of reforms
to further strengthen the resilience of EU banks. These proposals aim to complete the reform of the financial
regulatory system to bring back financial stability and market confidence by implementing some outstanding
elements, which are essential to further reinforce banks’ ability to withstand potential shocks. The proposals also
fine-tune some aspects of the new regulatory framework where necessary to make it more growth-friendly and
proportionate to banks’ complexity, size and business profile. It also includes measures that will support SMEs and
investment in infrastructure.

Such proposal amends the following pieces of legislation:

a) the CRR and the CRD IV which were adopted in 2013 and which set out prudential requirements for credit
institutions and investment firms and rules on governance and supervision; and

b) the Bank Recovery and Resolution Directive (“BRRD”) and the Single Resolution Mechanism Regulation
(“SRM Regulation”) which were adopted in 2014 and which spell out the rules on the recovery and resolution
of failing institutions and establish the Single Resolution Mechanism.

Such proposals are to be considered by the European Parliament and the Council of the EU and therefore remain
subject to change. The final package of new legislation may not include all elements of the proposals and new or
amended elements may be introduced through the course of the legislative process.

Activity, liquidity and capital adequacy requirements applicable to the Issuer limit its ability to advance loans to
customers and may require it to issue additional capital in the future. This may affect the Issuer’s future activities,
its results and the cost and ability to obtain funds that could be classified as own funds, and the repayment of the
existing subordinated debt.

The Issuer has adopted strategic guidelines for the period 2016-2018 for the strengthening of the capital ratios, as
stated in the FCP submitted to the Bank of Portugal. This plan aims to achieve capital buffers that allow capital
ratios to be set in excess of the CRR and CRD IV by 2018. See Description of the Issuer — 2017 consolidated
activity and results (audited).

Pressure to comply with activity, liquidity and capital adequacy requirements applicable to the Issuer could force
the Issuer to liquidate assets held at depressed prices or on unfavourable terms, thus leading to a materially adverse
impact on its business, financial condition and results.

The regulatory laws governing banking activity may change at any time in ways which may have an adverse effect
on the business of the Issuer. A potential further alignment by the Bank of Portugal to the ECB's regulations and
recommendations may harden its stance in certain areas, such as capital requirements and acceleration of Non-
performing Loan (“NPL”) disposals, which may, in turn, have an adverse impact on the Issuer and/or the Group’s
results and financial position.
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It is not possible to predict the timing or form of any future regulatory initiatives. Changes in existing regulatory
laws may materially affect the way in which Issuer conducts its business, the products and services it can offer and
the value of its assets.

Banking Markets and Competition

Over the last few years, owing to the FAP, the Portuguese banking system undertook deep adjustments with regard
to the size and composition of its balance sheet as well as concerning its cost structure.

The Portuguese banking system funding structure changed together with the balance sheet decrease, the decline in
the reliance on wholesale funding supported on other stable funding sources, particularly customer deposits,
allowing Portuguese banks to reduce the dependence on international financial markets.

At the same time credit to customers continued to reduce in the Portuguese banking system, although at a slower
pace, and the debt securities portfolio increased leading to a growth in the exposure to the domestic public sector.

The Portuguese banking system’s liquidity position recorded in 2017 a level of 174 per cent., higher than in the end
0f 2016 (of 151 per cent.) and well above the 100 per cent. regulatory minimum required as from 1 January 2018.

The sharp decline in the Portuguese banking system’s profitability between 2012 and 2014 was attributable to the
decrease in the results of financial operations associated with an increase in impairments and provisions for non-
credit assets. Nonetheless, in 2017 the Portuguese banking system witnessed a steady reestablishment of the
profitability of recurrent nature reflecting a significant reduction in the flow of impairments, particularly in the last
quarter, and an increase in total operating income.

Despite the progress made recently, the Portuguese banking system continues to face challenges. These challenges
are linked not only to its intrinsic vulnerabilities, but also to the need to adapt to expected developments both in
terms of regulation and in terms of operations and competition. Competition is expected to increase in some of the
banks' activity segments due to the product offering incorporating technological innovation following the entry into
force of the new Payment Services Directive 2 (“PSD2”).

The increasingly demanding regulatory framework and adverse economic conditions, associated with weak
profitability in the banking system, and the ongoing elimination of transitional provisions for eligibility of own
funds, in the scope of the CRR/CRD IV implementation process has put pressure on Portuguese banks’ solvency
levels.

The above vulnerabilities and risks of the banking and financial sector could have a negative impact on the Issuer’s
results and on the value of the assets comprising the Issuer’s portfolio, which could have a negative impact on the
ability to raise adequate funds for the development of its business activity.

Regulators monitoring the activity of the Issuer

The Issuer is subject to supervision by the Bank of Portugal and the CMVM (including, as an insurance
intermediary (type 1)) and supervision by the Insurance and Pension Funds Supervisory Authority (“ASF”), as well
as by other competent regulators of jurisdictions in which it operates.

Changes to supervisory rules and regulations in respect of the Issuer’s activities, in particular in Portugal, may have
a negative impact on the Issuer’s business, the goods and services it offers and/or the value of its assets. Although
the Issuer cooperates closely with the regulators and continuously monitors the evolution of the regulatory rules to
which it is subject, future regulatory changes, changes in tax laws or other alterations may be unpredictable and are
outside the Issuer’s control.

A potential further alignment by the Bank of Portugal to the ECB's regulations and recommendations may harden
its stance in certain areas, such as capital requirements and acceleration of NPL disposals, which may, in turn, have
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an adverse impact on the Issuer and/or the Group’s results and financial position. Further changes or difficulties in
the interpretation of or compliance with new tax or variations in the interpretation of laws and, regulations and
guidelines might negatively affect the Issuer’s business, financial condition and results.

Legislation on Bank Recovery and Resolution

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

Such resolution framework has been further amended by Decree Law no. 114-A/2014, of 1 August, Decree Law
no. 114-B/2014, of 4 August, and Law no. 23-A/2015, of 26 March, which have transposed the Directives
2014/49/EU of 16 April on deposit guarantee schemes and the BRRD.

Notice of the Bank of Portugal (4viso) no. 1/2015, of 7 September, was revoked by Notice of the Bank of Portugal
(Aviso) no. 6/2016, of 31 May, which regulated the implementation of the capital conservation buffer established in
Article 138-D of the RGICSF, approved by Decree-Law no. 298/92, of 31 December, which is aimed at making
financial institutions more resilient, by increasing their capacity to absorb unexpected losses, thus contributing to
the maintenance of financial stability.

A Single Resolution Mechanism (“SRM”) has been introduced including a single resolution board (“SRB”) and a
single fund for the resolution of banks. The requirements of the SRM are set out in the SRM Regulation and the
BRRD.

The SRM Regulation, subject to some exceptions, applied from 1 January 2016. The SRB is fully operational from
January 2016. The BRRD has been implemented in Portugal pursuant to the European Union (Bank Recovery and
Resolution) Regulations 2015 (the “BRRD Regulations”).

The BRRD Regulations, other than regulations 79 to 94, came into effect on 15 July 2015. Regulations 79 to 94 of
the BRRD Regulations came into effect on 1 January 2016. The establishment of the SRM is designed to ensure
that supervision and resolution is exercised at the same level for countries that share the supervision of banks
within the Single Supervisory Mechanism (the “SSM”). The single resolution fund is financed by bank levies
raised at national level. In 2015, following the establishment of the European Resolution Fund, the Issuer had to
make an initial contribution in the amount of €8.5 million. The European Resolution Fund does not cover
undergoing situations with the National Resolution Fund as at 31 December 2015. See further “The resolution
measure applied to Banco Espirito Santo S.A. (BES)” and “The resolution measure applied to Banif’ below. The
overarching goal of the new bank recovery and resolution framework established by the BRRD/SRM package is to
break the linkages between national banking systems and sovereigns. The new framework is intended to enable
resolution authorities to resolve failing banks with a lower risk of triggering contagion to the broader financial
system, while sharing the costs of resolution with bank shareholders and creditors. Among other provisions, the
BRRD requires banks to produce a full recovery plan that sets out detailed measures to be taken in different
scenarios when the viability of the institution is at risk. Furthermore, the national regulator may require the Issuer
to make changes to the legal structure pursuant to its implementation of requirements under the SRM Regulation,
the BRRD or other applicable law or regulation. Therefore, the Issuer cannot anticipate if additional costs might be
due and for which proportion, as well as if there could be an impact on the Issuer’s results and financial position.

Banks subject to the BRRD may be required to contribute to ex ante funds and in particular to the European
Resolution Fund. The periodic contributions of the participating institutions in the European Resolution Fund
should be (i) distributed proportionally among participating institutions, according to the respective level of
financial liabilities, excluding own funds and deducting deposits guaranteed by the Deposit Guarantee Fund
(Fundo de Garantia de Depositos) (the “Reserve Base”), adjusted by the institution’s risk profile and regarding the
economic outlook as well as the contribution’s impact in the institution; and (ii) determined by the application of a
contributory rate (proposed by the European Resolution Fund and established by the Bank of Portugal) to the
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Reserve Base. The Fund will be built up during its first eight years (2016-2023) and shall reach at least 1 per cent.
of deposits guaranteed by the Deposit Guarantee Fund (approx. €55 billion in 2024). Where ex ante contributions
are insufficient to cover the losses or costs incurred by the use of the Fund, additional ex post contributions should
be collected, which, therefore, may have adverse effects on the Issuer’s results, business activity and financial
condition.

The reorganisation regime previously in force that governed credit institutions was extensively reviewed and was
replaced with a new approach by the Bank of Portugal as regards intervention on credit institutions and investment
firms in financial distress. The measures set out in the new regime aim at recovering or preparing the orderly
winding-up of credit institutions and certain financial companies in situations of financial distress. The new
toolbox includes three stages of intervention by the Bank of Portugal: preparatory and preventive measures, prior
supervision intervention and instruments and powers of resolution. The implementation of these measures and the
exercise of these powers will directly affect the rights of shareholders and creditors.

Credit institutions are required to produce suitable recovery plans to resolve problems with liquidity, solvency, or
overall exposure to risk, and to keep such plans up-to-date. To complement the resolution plans, the Bank of
Portugal has been given preventive powers, including the powers to limit or modify exposure to risk, require
additional information, set restrictions or prohibitions on certain activities and changes to group structures.

Within the scope of preventive interventions, the Bank of Portugal has been given powers to prohibit the
distribution of dividends to shareholders, to replace managers or directors and to require credit institutions to
transfer assets that constitute an excessive or undesirable risk to the soundness of the institution. These actions may
have a direct effect on sharcholders and the Issuer’s expected returns and additional indirect impacts through
changes to such institutions’ business activities.

Article 145-D of the RGICSF implemented Article 34 of BRRD and determines as general principles applying to
the resolution measures that (i) the shareholders of the institution bear losses with priority in relation to other
creditors; (ii) creditors of the institution other than the shareholders under resolution bear losses in accordance with
the order of priority of their claims; (iii) no shareholder or creditor of the institution shall, as a result of the
resolution measures, bear losses higher than the ones that would arise should the institution be subject to
liquidation; and (iv) the depositors shall not suffer losses in relation to deposits covered by the Deposit Guarantee
Fund.

Further, pursuant to Article 145-E of RGICSF, resolution measures may be applied if the following cumulative
conditions are met: (a) a credit institution or an investment firm covered by the resolution regime has been declared
by the Bank of Portugal as being insolvent, or at a risk of becoming insolvent; (b) it is not foreseeable that the
insolvency situation of such institution can be remedied through measures adopted by the institution, or by
corrective intervention measures or other measures aimed at conversion or reduction of own funds instruments; (c)
the implementation of such measures is considered necessary and proportional for the pursuance of at least one of
the following objectives: (i) ensure the continuity of essential financial services, (ii) prevent systemic risk, (iii)
safeguard public funds and taxpayers’ interests, (iv) safeguard depositors’ confidence, (v) protection of other funds
and assets held by institutions for the account of their clients; and (d) the winding up of the institution is not
capable of achieving the goals described in (c) more effectively than the resolution measures.

An institution is deemed to be failing for the purposes of adoption of resolution measures, if one of the following
situations occurs, or when sufficient reasons exist to suggest that they may occur in the short run: (i) the institution
ceases to comply with the requirements for preserving the banking licence, including if it incurs losses capable of
significantly absorbing its own funds; (ii) the institution’s assets have become lower than its liabilities; (iii) the
institution is unable to meet its obligations; (iv) the institution is in need of extraordinary public funding, save
when such assistance is aimed at preventing or containing a serious economic crisis and preserve financial stability
and fulfils certain other criteria (Article 145-E of RGICSF).
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There are four types of resolution measures (Article 145-E of RGICSF), namely: (i) the total or partial sale of the
assets, liabilities, off-balance items and assets under management, as well as shares representing the share capital
of the distressed financial institution to one or more financial institutions authorised to operate in the market; (ii)
the creation of a bridge bank and the transfer of all or part of the assets and liabilities of the institution in financial
distress to that bank; (iii) asset segregation tool, whereby all or part of the distressed institution’s activity is
transferred to an asset management vehicle; and (iv) bail-in through an internal recapitalisation of such institution.
Along with these measures, by default the members of the institutions’ corporate bodies and chartered accountant
shall be replaced by members and a chartered accountant designated by the Bank of Portugal.

The powers granted to resolution authorities under the BRRD include (but are not limited to) the introduction of a
statutory “write-down and conversion power” and a “bail-in power,” which will give the relevant Portuguese
resolution authority the power to cancel all, or a portion of, the principal amount of, or interest on, certain
unsecured liabilities (which could include the Notes) of a failing financial institution and/or to convert certain debt
claims (which could include the Notes) into another security, including ordinary shares of the surviving entity, if
any.

The measures described above may be wholly or partially funded through the Resolution Fund, in accordance with
the relevant provisions of the RGICSF.

Within its powers as authority in charge of resolution measures, the Bank of Portugal is also entitled to adopt,
individually or jointly with the above mentioned resolution measures, other measures aimed at reducing or
eliminating the insufficiency of own funds in the credit institution, including (a) reduction of its share capital
(amortisation or reduction nominal value of shares); (b) removal of nominal value of shares; (c) reduction of
nominal value of credits attached to other financial instruments or contracts which are eligible for own funds
purposes according to the legislation and regulation in force; and (d) increase of share capital via conversion of
credits referred to in (c) into share capital. In order to adopt the measures described in this paragraph, certain
conditions must be met, as described in Article 145-1 of the RGICSF. In its decision to adopt resolution measures,
the Bank of Portugal shall abide by the rules on creditors ranking set forth in the Portuguese Insolvency Code, thus
not being allowed to affect a class of creditors which rank above another class that are not wholly or substantially
affected.

Furthermore, to the extent necessary to ensure the effectiveness of a resolution measure, the Bank of Portugal may
exercise, inter alia, the following powers: (i) suspension of payment or delivery obligations of the institution under
existing agreements; (ii) suspension of enforcement rights benefiting holders of any security over assets of the
institution; (iii) suspension of the rights to accelerate, terminate, or otherwise decide the termination under existing
agreements; (iv) closing of agencies of the institution; (v) exercise of rights attached to shares and other
instruments representing share capital of the affected institution; (vi) amendment of terms applicable to debt
instruments and other eligible claims held vis-a-vis the institution, such as clauses on maturity dates and payable
interest, including the Notes; (vii) liquidation and termination of financial agreements and derivative agreements;
and (viii) suspension of the negotiation of a financial instrument (Article 145-AB of RGICSF).

The Bank of Portugal and Resolution Fund also have the right to recover their expenses resulting of the resolution
measures through either a deduction of the consideration payable by any transferee in relation to the acquisition of
the institution’s assets, share capital or other instruments representative of debt or equity, from the institution itself,
or from the profits generated by it or the vehicle managing its assets (a legal privilege is attached to the claim held
by the Bank of Portugal and Resolution Fund).

According to Article 145-AC of the RGICSF, when the Bank of Portugal decides on the partial transfer of rights
and obligations of a distressed institution, transition bank or asset management vehicle in favour of another entity,
or when such regulator decides to amend the terms and conditions under a contract to which such institution is a
party (or transfer the rights and obligations thereunder to a third party), such regulator is not allowed to (a) partially
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transfer the rights and obligations under covered notes and structured financing arrangements to which the credit
institution is a party, which involve the creation of security by a party under the agreement or third party, including
securitisation transactions and transactions where a cover pool is used with a view to secure the whole debt until
the maturity date of the notes, and a legal privilege is attached to the asset pool in order to secure the claims in
relation to payment of principal and interest; (b) modify or extinguish the rights and obligations in relation to the
notes and contracts described in (a).

The aforesaid is without prejudice to the powers of the Bank of Portugal under Article 145-AB of the RGICSF, as
well as the derogation of certain terms and conditions of the relevant contracts and notes (e.g. in respect of cross
default or enforcement of security) in connection with the adoption of the recovery measures, as set forth in Article
145-AV of the RGICSF. In addition, the relevant contracts and notes may by way of exception be amended or
transferred, insofar as necessary in order to ensure the availability of the deposits covered by the Deposits
Guarantee Fund.

The Resolution Fund is a public-law legal person designed to provide financial support to the application of the
resolution measures ordered by Bank of Portugal. It is fully funded by the financial sector through initial and
periodical contributions from member institutions, including the Issuer, whose amount shall be fixed on annual
basis, as set out in Decree Law no. 24/2013, of 19 February, and the revenue arising from the contribution over the
banking sector. These institutions may also be requested to make extraordinary contributions, if necessary in
connection with the adoption of any resolution measures. The financial assistance provided by the Resolution Fund
may include, among others, the transfer of cash to the acquirer bank or to the bridge bank, the provision of
guarantees, the granting of loans, and the paying-up of the capital stock of bridge banks.

The Issuer’s pro rata share in the Resolution Fund will vary, and may increase, from time to time according to the
Issuer’s liabilities and own funds. Contribution to the Resolution Fund is adjusted to the risk profile and the
systemic relevance of each participating institution considering its solvency situation. Also, banks (including the
Issuer) may be required to contribute to the deposit guarantee systems in amounts that are higher than the current
contributions.

The Deposit Guarantee Fund may also provide financial assistance for the implementation of resolution measures,
but only in the case of the transfer of deposits placed with the institution in distress to another credit institution
authorised to take deposits or to a bridge bank, and only to the amount needed to cover the difference between the
amount of covered deposits and the value of the assets sold or transferred. Moreover, funding by the Deposit
Guarantee Fund shall in no circumstances exceed the cost of a direct reimbursement to the depositors.

The implementation of resolution measures is not subject to the prior consent of the credit institution’s shareholders
nor of the contractual parties related to assets, liabilities, off-balance-sheet items and assets under management to
be sold or transferred.

Hence, if the Issuer is subject to a resolution measure, the Bank of Portugal may:

(a) require the full transfer of all the assets, liabilities and off balance sheet items of the Issuer, in which
case the whole of the rights and obligations under the Programme (including the Programme documents)
and (subject to any bail-in measures) any Notes shall be transferred to another duly licensed entity or a
bridge institution or segregated and transferred to an asset management vehicle;

(b) require the partial transfer of all the assets, liabilities and off balance sheet items of the Issuer, in
connection with such partial transfer, and that the obligations and liabilities under the Programme
(including the Programme documents) and (subject to any bail-in measures) any Notes remain as a
liability of the Issuer: in such instance, depending on the financial condition and other factors relating to
the Issuer, the Bank of Portugal may additionally revoke the licence of, and determine the opening of
liquidation proceedings against, the Issuer.
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(©) determine that the creditors of the Issuer are subject to bail-in measures: the power to cancel all or a
portion of the principal amount of, or interest on, certain unsecured liabilities (which could include the
Notes) of a failing financial institution or its holding company, to convert certain debt claims (which
could be amounts payable under the Notes) into another security, including ordinary shares of the
surviving entity, if any and/or to amend or alter the terms of such claims, including the maturity of the
Notes or amendment of the amount of interest payable on the Notes, or the date on which interest
becomes payable, including by suspending payment for a temporary period.

In addition to the measures set out above, to prevent bank institutions from structuring their liabilities in a way
which may compromise the efficiency of the bail-in or of other resolution tools and to avoid the contagion risk or a
bank run, the BRRD also requires that all institutions should meet minimum requirement for own funds and
eligible liabilities ("MREL"), calculated as a percentage of total liabilities and own funds and set by the relevant
resolution authorities. Items eligible for inclusion in MREL will include an institution's own funds, along with
"eligible liabilities".

The MREL regime, which became effective during 2016, involves a transition period and should have implications
on the issue of debt by bank institutions, implying the introduction of alterations in the liability structure through
the issue of new senior debt with some subordination structure or strengthening Tier 2.

In order to meet MREL requirements, the Issuer may need to issue MREL-eligible instruments, impacting its
funding structure and financing costs. Such mechanisms and procedures, besides having the capacity to restrain the
Issuer's strategy, could increase the average cost of the Issuer's liabilities, in particular, without limitation, the cost
of additional Tier 1 and Tier 2 instruments and thus negatively affect the Issuer's earnings. Tier 1 instruments may
also result in a potential dilution of the percentage of ownership of existing shareholders, if they include
convertibility features.

These proposals and/or requirements could have an adverse effect on the business, financial condition and results
of operations of CEMG.

Basel Committee: potential impact of Basel 1V requirements

In 2014, the Basel Committee issued a final regulatory text for a new standardised approach for measuring
counterparty credit risk exposures. Moreover, in January 2016, the Basel Committee completed the Fundamental
Review of the Trading Book, a comprehensive revision of the capital adequacy standard for market risk. The new
standard entails substantial revisions to both the standardised approach and the internal models approach.
Furthermore, in March 2016, the Basel Committee published a proposal for a new standardised measurement
approach for operational risk, which would replace all existing approaches for operational risks, including the
Advanced Measurement Approach, which is the internal model-based approach for measuring operational risk in
the current framework. In March 2016, the Basel Committee proposed constraints on the use of internal model
approaches for credit risk. In particular, the Basel Committee proposed to remove the option of using the IRB
approaches for certain exposures; to adopt exposure-level, model-parameter floors and to provide greater
specification of parameter estimation practices.

In December 2017, the Basel Committee on Banking Supervision (“BCBS”) published a package of proposed
reforms for the global regulatory framework of banking industry which is frequently referred to as “Basel IV”. The
BCBS’s aim is to make the capital framework more robust and to improve confidence in the system.

The BCBS has proposed reforms which are designed to make banks more resilient and increase confidence in the
banking system. The Basel IV proposals announced recently include updates to the ways banks calculate their
capital requirements with the aim of making outcomes more comparable across banks globally.
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The framework will now be considered by lawmakers in national jurisdictions and at the EU level. As part of this
process, national or EU authorities must decide on the use of a limited number of alternative calculations allowed
under the BCBS proposal, so called “national options and discretions”.

The BCBS proposes a nine-year implementation timetable, which allows considerable time for preparation. A five-
year “phase-in” period would commence on 1 January 2022, with full implementation foreseen from 1 January
2027.

There is still a high degree of uncertainty with regards to the Basel IV implementation, and subsequently how and
when it will be implemented in the EU. It is thus too early to draw firm conclusions regarding the impact on the
future capital requirements of the Issuer.

The resolution measure applied to Banco Espirito Santo S.A. (BES)

On 4 August 2014, the Governor of the Bank of Portugal announced the imposition of a resolution measure on
Banco Espirito Santo, S.A. (“BES”), consisting of a transfer of business to a bridge bank, Novo Banco, S.A.
(“Novo Banco”), which was specifically set up for this purpose with management appointed by the Bank of
Portugal.

The share capital of Novo Banco in the amount of €4.9 billion was fully underwritten by the Resolution Fund. Of
this, €3.9 billion come from a loan granted by the Portuguese State to be repaid by the Resolution Fund. The
remaining amount was funded by the own funds of the Resolution Fund and from loans granted by the credit
institutions participating in the Resolution Fund, including the Issuer, in the total amount of €700 million. The
Issuer’s share of this loan was €70 million.

On 29 December 2015, the Bank of Portugal approved a number of decisions that completed the resolution
measure applied to BES.

The Bank of Portugal decided to confer again on BES the responsibility for certain issues of non-subordinated
bonds that had been initially transferred to Novo Banco.

There is no estimate on the amount of potential losses arising from the potential litigations associated with the
resolution decision. According to publicly available information, the volume of litigation associated with this
process is high, and the amount of losses the Resolution Fund may incur as a result of litigation has not been
disclosed. It is impossible to predict the extent of potential consequences to the Issuer arising therefrom; an adverse
outcome might negatively affect the Issuer’s results, business activity and financial condition.

The Issuer’s share in the Resolution Fund will vary from time to time, and may increase, according to its own
liabilities and funds.

The Bank of Portugal Notice (4viso) 1/2013 (as amended) sets forth the methodology to calculate periodic
contributions to the Resolution Fund. Such methodology consists of the application of a contributive rate to the end
of month outstanding balance of liabilities, deducted by own funds and deposits already included in the Deposit
Guarantee Fund.

The rate to be applied is set by a regulatory instruction (/nstrugdo) issued by the Bank of Portugal. The rate was
0.02 per cent. in 2016, 0.0291 per cent. in 2017 and 0.0459 per cent. in 2018, as defined in instruction 19/2015,
instruction 21/2016 and instruction 20/2017, respectively, issued by the Bank of Portugal.

Pursuant to Decree-Law 24/2013, of 19 February, which establishes the calculation method of the initial, periodic
and special contributions of the participating institutions to the Resolution Fund, the Issuer estimates, as at 31
December 2016, that its participation in the Resolution Fund should be around 9 per cent. This is an estimation
only as the determination of the exact participation is influenced by a number of factors which render impossible a
more accurate estimate. The participation of the Issuer in the €700 million loan corresponded to 10 per cent.
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Funds available to the Resolution Fund arise from the following sources: (a) contributions from the banking sector;
(b) initial, periodic and special contributions from institutions participating in the Resolution Fund and collected
before the implementation of the BRRD in Portugal; (c) initial, periodic and special contributions from institutions
participating in the Resolution Fund collected pursuant to Decree-Law no. 24/2013, of 19 February, and due under
the transitional regime provided for in Law no. 23-A/2015, of 26 March (aimed at enabling compliance with the
obligations undertaken by the Resolution Fund in the context of the application of resolution measures applied
before 31 December 2014); (d) initial, periodic and special contributions from the investment firms not subject to
the ECB's supervision, branches of credit institutions of third countries, entities relevant for the payments system
not subject to the ECB's supervision; (e) proceeds derived from investment applications and from the Resolution
Fund activity; (f) donations; (g) loans; and (h) other proceeds legally or contractually allocated to the Resolution
Fund.

On 28 September 2016, the Resolution Fund announced that it had agreed with the Ministry of Finance to review
the loan of €3.9 billion originally granted by the Portuguese State to the Resolution Fund in 2014 to finance the
resolution measure applied to BES. According to the Resolution Fund, the maturity extension of the loan was
intended to ensure the ability of the Resolution Fund to meet its obligations through its regular revenues, regardless
of the contingencies to which the Resolution Fund is exposed. On the same day, the Minister of Finance announced
that increases in liabilities arising from materialisation of future contingencies will determine the maturity
adjustment of Portuguese State and Bank loans to the Resolution Fund in order to maintain the required
contribution to the banking sector at current levels.

On 21 March 2017, the Resolution Fund announced the completion of an amendment agreement between the
parties to the 2014 Portuguese State loan, the 2015 Portuguese State loan and the Participants’ loan (the "Loans")
whereby (i) the maturity dates of the Loans have been extended to 31 December 2046, the date on which the
Resolution Fund is required to pay the full principal amount of the Loans, (ii) the parties have agreed that the new
maturity dates of the Loans would be further adjusted in the future to the extent required to ensure that the
Resolution Fund would be able to perform its payment obligations under the Loans based only on the proceeds
from the regular revenues of the Resolution Fund, (iii) the parties have further agreed that the Loans would rank
pari passu without any preference among themselves and (iv) the Resolution Fund has undertaken that, before the
full payment of any amounts due and payable in respect of the Loans, it would not make any payments of principal
or interest under any other loans obtained by it after 31 December 2016 to fund any contingent liabilities arising in
connection with the resolution measures applied to BES and Banco Internacional do Funchal, S.A. (“Banif”). A
press release confirming completion of this amendment agreement was also published by the Ministry of Finance
on the same date.

On 20 February 2017, the Bank of Portugal announced that it had selected Lone Star for the final stage of exclusive
negotiations with a view to agreeing the final terms and conditions for the sale of Novo Banco. The Bank of
Portugal then conducted the second sale process of Novo Banco after the application of the resolution measure to
BES in August 2014. On 31 March 2017, Bank of Portugal announced that a share purchase and subscription
agreement relating to the share capital of Novo Banco was entered into between the Resolution Fund and Lone Star
Fund, which was pending the completion on the compliance with several conditions precedent.

The sale of 75 per cent. of capital share of Novo Banco to Lone Star Fund was completed on 18 October 2017,
with the remaining 25 per cent. of share capital being owned by the Resolution Fund. The sale contract imposes
some obligations on the buyer, namely concerning the capitalisation and the liquidity of Novo Banco, either by
capital increase or by debt issuance, to be accomplished in the next few years.

In this context, the Issuer cannot anticipate the effects on the Resolution Fund arising from: (i) the partial sale of
Novo Banco shareholding to Lone Star; (ii) the application of the principle that no creditor of the credit institution
under resolution may incur greater loss than the one it would have assumed may that institution entered into
liquidation; (iii) additional liabilities or contingencies for Novo Banco that have to be neutralised by the Resolution
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Fund; (iv) legal proceedings against the Resolution Fund, including the so-called “Bad Bank” (BES process); and
(v) the guarantee given to the bonds issued by Oitante, S.A.

The Issuer will have to meet the cost of all levies that are imposed on it in relation to funding the bank resolution
fund established under the SRM or that are imposed on it under other applicable compensation schemes relating to
banks or other financial institutions in financial difficulties, which will vary, and may increase, from time to time.
In addition, the challenge of meeting this degree of regulatory change will place a strain on the Issuer’s resources,
particularly during a period of significant organisational transformation. The challenge of meeting tight
implementation deadlines while balancing competing resource priorities and demands increases the regulatory risk
of the Issuer. These may also impact significantly on the Issuer’s future product range, distribution channels,
funding sources, capital requirements and consequently, reported results and financing requirements.

The resolution measure applied to BES may prejudice investors’ and economic agents’ positive perception of the
Portuguese financial system and the Issuer as a participant thereto.

The resolution measure applied to Banif

On 20 December 2015, the Bank of Portugal applied a resolution measure to Banif which notably resulted in the
acquisition by Banco Santander Totta, S.A. of a set of rights and obligations, that constituted assets, liabilities, off
balance sheet items and assets under the management of Banif, as listed in the resolution passed by the Bank of
Portugal in that respect. This operation involved an estimated public support of €2,255 million to cover future
contingencies, of which €489 million are supported by the Resolution Fund and €1,766 million directly by the
Portuguese State, as a result of the definition of the assets, liabilities, off balance sheet items and assets under the
management of Banif perimeter agreed by and between the Portuguese and European authorities and Banco
Santander Totta, S.A. to be sold in this context.

The Resolution Fund is ultimately financed by the banking system, and thus the outcome of any disposals to be
made by or on behalf of the Resolution Fund will ultimately be borne by the institutions which are required to fund
the Resolution Fund, including the Issuer. No details can yet be anticipated on the potential impact which the
resolution of Banif, as described above, may have on the Issuer.

The resolution measure applied to Banif may prejudice investors’ and economic agents’ positive perception of the
Portuguese financial system and the Issuer as a participant thereto.

Issuer as an O-SII

On 29 July 2016, and as subsequently confirmed on 30 November 2016, the Bank of Portugal decided to apply a
two-year phase-in regime of the O-SII buffer published on 29 December 2015 to the identified Portuguese O-SlIs.
The timeline for the phase-in of the O-SII buffer was 50 per cent. as at 1 January 2018 and 100 per cent. as at 1
January 2019.

The Bank of Portugal has taken this decision after having duly notified ECB, under Article 5 of Council Regulation
(EU) No 1024/2013 of 15 October 2013, and after having also consulted the National Council of Financial
Supervisors, under Article 2 (3) (¢) of Decree-Law no. 143/2013, of 18 October.

The application of a two-year phase-in regime of the O-SII buffer had the main purpose of ensuring a level playing
field in terms of the decisions on the O-SII buffer between Portuguese institutions and their European peers
operating in similar macroeconomic environments.

In a press release dated 30 November 2017, the Bank of Portugal announced the annual revision of the
identification of O-SIIs and the imposition of capital buffers, pursuant to Article 138-R (2) of the RGICSF and in
the exercise of the Bank of Portugal’s powers as national macroprudential authority. For this purpose, the Bank of
Portugal notified the European Central Bank, in accordance with Article 5 of Council Regulation (EU) No
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1024/2013 of 15 October 2013, which did not object to the draft decision, and consulted with the National Council
of Financial Supervisors, under Article 2 (3) (c) of Decree-Law no. 143/2013, of 18 October 2013.

As set out in the legal and regulatory provisions, the Bank of Portugal published the table with the names of the
banking groups identified as O-SlIs in 2017 and the respective capital buffers as a percentage of the total risk
exposure amount. These buffers shall consist of CET1 on a consolidated basis and shall be met as follows: 25 per
cent. on 1 January 2018, 50 per cent. on 1 January 2019, 75 per cent. on 1 January 2020 and 100 per cent. on 1
January 2021. The O-SII buffer identified for the Issuer is 0.063 per cent. as at 1 January 2018, 0.125 per cent. as at
1 January 2019, 0.188 per cent. as at 1 January 2020 and 0.250 per cent. as at 1 January 2021. These buffers will be
revised annually or if a significant restructuring process occurs, such as a merger or acquisition.

The Bank of Portugal has kept unchanged both the methodology and the O-SII capital buffer levels, but has
decided to extend the phase-in period — the initial two-year period was converted into a four-year period — taking
into consideration the challenges facing the Portuguese banking system, in a context where interest rates remain
very low.

The most important challenges are:

)] the need of banks to continue to reduce the non-performing assets on their balance sheets;

(i1) the impact of the implementation of a new accounting standard, specifically the IFRS 9, from January
2018;

(iii) the need of banking groups to access the capital market to meet the new MREL requirements on own
funds; and

>iv) the end of the phase-out period (in 2018) of some instruments which have hitherto been included in

regulatory own funds.

Capital requirements are calculated in accordance with the gross exposures net of specific provisions — i.e. net
exposure. The adoption of IFRS 9 is expected to increase the losses associated with individual assets, therefore net
exposure and capital requirements will decrease. However, this reduction in capital requirements will be offset in
capital by the one-for-one deductions from the increase in impairment losses under IFRS 9. The capital impact
assessment of the IFRS 9 adoption (phased-in) will be a reduction in CET1 of approximately 0.06 percentage
points as at 1 January 2018. If the Group had chosen the alternative option (fully implemented), the impact would
have been a reduction in CET1 of 0.95 percentage points as at 31 January 2018.

Reliance on Montepio Geral Associagdo Mutualista as equity provider

CEMG was established by Montepio Geral Associacdo Mutualista (“MGAM”) in 1844, as an affiliated entity
(entidade anexa) of MGAM, aiming to support MGAM in the pursuit of its goals. MGAM is a private institution of
social support (i.e. a mutual benefits association) whose principal purposes are to promote and develop initiatives
designed to ensure the social protection and welfare of its members, their families and other beneficiaries
nominated by them.

CEMG is a credit institution of the savings bank type operating in the social economy that takes the form of a
public limited liability company and which is governed by the applicable legal provisions and its Articles of
Association. MGAM is the sole shareholder of CEMG, pursuant to article 6 no. 2 of the Savings Banks Law. As
such, all of the 625,419 members of MGAM (as at 31 December 2017) are CEMG’s customers, corresponding to
46 per cent. of the Issuer’s individuals customer base.

Following CEMG"s transformation into a public limited liability company (please refer to section “Change in legal
framework of the Issuer” below), concluded on 14 September 2017, other potential shareholders may participate in
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CEMG?s capital. Presently, CEMG continues to rely on MGAM as an exclusive equity provider, which owns 100
per cent. of CEMG?s total share capital of €2,420,000,000.

If MGAM is not in a position to capitalise CEMG and/or the entry of other shareholders in CEMG’s capital is not
sufficient to overcome capital requirements of CEMG, the occurrence of any of these events may have a material
adverse effect on the Issuer’s condition, the ability to pursue its business and results of its operations.

MGAM’s main source of funds is membership revenues and the subscribed members’ savings plans. These funds
are invested by MGAM in a diversified set of financial and non-financial assets, including different types of
securities and equity participations (including its interest in CEMG) and real estate. Among these investments, and
as at 31 December 2017, MGAM held €386.3 million of notes issued by CEMG, which represents approximately
2.1 per cent. of CEMG?’s liabilities.

The deterioration of MGAM’s performance, either financial or reputational, may adversely impact CEMG’s
activity and profitability.

Montepio Geral Associa¢do Mutualista may cease to own 100 per cent. of the Issuer’s share capital

MGAM is considering the option of a social economy organisation or organisations becoming shareholder(s) of
CEMG. On 30 June 2017, MGAM disclosed the terms of a Memorandum of Understanding (“MoU”) signed with
Santa Casa da Misericordia de Lisboa (a non-profit Portuguese organisation, operating under the strict control of
the Portuguese Government, which has the mandate to finance causes in the public interest).

More recently, MGAM has announced the intention of having other institutions of the so-called social economy
(economia social) (i.e. charities (misericordias) or beneficence institutions) entering into CEMG’s share capital
with a minor participation.

As far as the Issuer is aware, it is not certain how these institutions will enter into CEMG’s share capital and to
what extent within the defined threshold.

The Issuer cannot predict the negative consequences, if any, that may arise from MGAM’s ceasing to own 100 per
cent. of the Issuer’s share capital and corresponding voting rights.

Change in the supervisory entity and rules applicable to Montepio Geral Associa¢do Mutualista

MGAM is currently supervised by the Ministry of Solidarity, Employment and Social Security in accordance with
the provisions set forth in the Mutual Associations Code (Codigo das Associa¢ées Mutualistas).

As a consequence of the revision in course of the Mutual Associations Code (Codigo das Associa¢oes Mutualistas)
MGAM may become subject to the supervision of the ASF.

In this scenario, the Issuer cannot predict how future supervision rules may affect MGAM’s relationship with the
Issuer. Notwithstanding the foregoing, the imposition of concentration ratios to MGAM could lead to the sale of a
participation in the Issuer’s capital to third parties. Such a sale has become possible because the Issuer has since 14
September 2017 become a Portuguese public limited liability company (sociedade anonima), which allows for its
shares to be sold off by MGAM.

Please refer to the section “Change in legal framework of the Issuer” for a description of the possible consequences
arising of the change of CEMG’s legal nature into a public limited liability company.

Impact of regulatory changes

The Issuer is subject to financial services laws, regulations, administrative actions and policies in each location
where it operates. Changes in supervision and regulation, in particular in Portugal, could materially affect the
Issuer’s business, the products and services it offers or the value of its assets. Although the Issuer works closely
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with its regulators and continually monitors the situation, future changes in regulation, fiscal or other policies can
be unpredictable and are beyond the control of the Issuer.

Regulators’ audit

Pursuant to article 116, no. 2, of the RGICSF, the Bank of Portugal may designate independent entities to conduct
special audits to credit institutions generally. The Issuer, in its capacity as a credit institution, may be subject to
such audits.

The result of such audits, which are subject to the Bank of Portugal’s discretion, may, infer alia, result in
corrections to the Issuer’s accounts with material adverse consequences on the Issuer’s financial condition.

The Issuer is subject to compliance risk, which may lead to claims of non-compliance with regulations and
lawsuits by regulatory agencies, in particular the Bank of Portugal, CMVM, and other parties

The Issuer is subject to financial services laws, regulations, administrative actions and policies in each location
where it operates. Therefore, it is subject to claims of non-compliance with regulations and lawsuits by regulatory
agencies, in particular the Bank of Portugal and the CMVM, and other parties.

CEMG?’s regulators, in particular the Bank of Portugal and the CMVM, frequently conduct inspections and request
information in respect of CEMG’s or its clients’ activities and transactions. Any inspections or other proceedings
that are unfavourable to CEMG may result in sanctions, limitations on its business opportunities, or a reduction of
its growth potential, and may have an adverse effect on CEMG's ability to comply with certain contractual
obligations or retain certain commercial relationships.

CEMG is also subject to rules and regulations related to the prevention of money laundering, bribery and terrorism
financing. Compliance with anti-money laundering (“AML”), anti-bribery and counter-terrorist financing rules
entails significant cost and effort. Non-compliance with these rules may have serious consequences, including
adverse legal and reputational outcomes and negative effects in CEMG’s relationship with its clients, partners,
service providers and other third parties. Although CEMG believes that its current AML, anti-bribery and
counterterrorism financing policies and procedures are adequate to ensure compliance with applicable legislation,
CEMG cannot guarantee that it has in the past or will comply, at all times, with all applicable rules or that its
regulations for fighting money laundering, bribery and terrorism financing are duly applied by its employees under
all circumstances.

In November 2016, CEMG was notified by the Bank of Portugal of an accusation under an administrative
proceeding related to alleged violations of certain AML procedures (administrative proceeding (processo de
contraordenagdo) no. 84/14/CO). This administrative proceeding relates to events that occurred prior to 12 August
2016 and concerns alleged non-compliance by CEMG of certain duties pertaining to the implementation of certain
required mechanisms to allow for: the identification of the property and control of property and control of legal
entities; origin of funds; information update relating with banking entities; extension to affiliates of measures
equivalent to those foreseen in Law no. 25/2008; system parameters for high risk operations; information report to
Procuradoria Geral da Republica of operations potentially related to AML. CEMG presented its defence in
January 2017.

An unfavourable decision in the administrative proceedings brought against the Issuer by the Bank of Portugal may
have reputational risks which could result in material adverse consequences on the Issuer’s financial condition.

European Central Bank — Single Supervisory Mechanism

The Council Regulation (EU) No. 1024/2013 established the Single Supervisory Mechanism (“SSM”) composed
of the ECB and the national competent authorities (“NCAs”) of participating Member States. The SSM is further
regulated by Regulation (EU) no 468/2014, of the European Central Bank, dated 16 April 2014.
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The SSM may apply to the Issuer, if the Issuer is considered of significant relevance with regard to the Portuguese
domestic economy and should therefore be supervised by the ECB, or is considered within the scope of less
significant institutions (“LSIs”) specified in a framework adopted and published by the ECB in consultation with
NCAs.

Change in legal framework of the Issuer

Following the approval of the new savings banks act by Decree-Law no. 190/2015, of 10 September (“Savings
Banks Act”), which entered into force on 10 October 2015, savings banks (caixas econdomicas) with assets equal to
or greater than €50 million were classified as full service savings banks (caixas economicas bancdarias) (as opposed
to affiliated savings banks (caixas economicas anexas)) and were required to adopt the form of public limited
liability companies (sociedades anonimas) with a public ownership structure.

In relation to full service savings banks, the Savings Banks Act further requires that the majority of the share
capital or voting rights thereof are held by the respective owner institutions. Those owner institutions may only be
mutual associations (as it is the case, in relation to the Issuer, of MGAM), charities (misericordias) or beneficence
institutions.

Insofar as the governing bodies of full service savings banks (caixas economicas bancdrias) are concerned, it is
expressly determined that the Portuguese Companies Code will apply. The Savings Banks Act further requires that
the management and supervisory boards of full service savings banks are separate and independent from their
respective owner institution, specifically prohibiting ex officio appointments. As to the separation and
independence of the Issuer’s management and supervisory boards and the related governing bodies of its owner,
MGAM, please refer to the section headed “Board of Directors and other Governing and Corporate Bodies of the
Issuer”).

In accordance with the above, the Issuer is now characterised as a full service savings bank (caixa economica
bancaria) since the entry into force of the Savings Bank Act. The Savings Banks Act provides that, unless
otherwise determined at any time by the Bank of Portugal, full service savings banks already in existence upon the
entry into force of the new legislation shall not be automatically required to arrange for their conversion into public
limited liability companies.

An Extraordinary General Meeting of CEMG was convened for 22 November 2016, to deliberate on the
transformation of CEMG into a public limited liability company and the consequent amendment of its Articles of
Association.

The General Meeting was held on the referred date, within the scope of a determination from the Bank of Portugal,
dated as at 21 November 2016, pursuant to which CEMG should be transformed into a public limited liability
company in accordance with number 2 of article 6 of Decree-Law no. 190/2015 of 10 September, which approved
the regulatory framework of the Savings Banks (Regime Juridico das Caixas Economicas).

The participants in the Extraordinary General Meeting approved by majority to transform CEMG into a public
limited liability company and to amend the Articles of Association.

The project for the amended Articles of Association was approved in its entirety, without prejudice to the
reconsideration of some matters depending on the recommendations or decisions conveyed by the supervising
authorities. As the knowledge of such recommendations or decisions was key to the conclusion of the matters being
discussed the session was suspended until 13 December 2016.

The Extraordinary General Meeting was resumed on 13 December 2016 and the Bank of Portugal’s determination
to make compulsory the transformation of CEMG from a savings bank annexed to MGAM into a full service
savings bank (caixa economica bancaria) was acknowledged, adopting the form of a public limited liability
company, such determination was accepted without reservations, and therefore the General Meeting agreed to the
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said transformation. In addition, it was approved that CEMG should take all the necessary procedures to ensure the
fulfilment of the aforementioned determination.

These resolutions were later ratified at the Extraordinary General Meeting of MGAM, under the provisions of
article 6 no. 4 g) of Decree-Law no. 190/2015 of 10 September, combined with articles 33 and 32 from CEMG’s
Articles of Association and articles 23 no. 1, 1b) and 2, article 25 g) from MGAM?’ Articles of Association.

This Extraordinary General Meeting of MGAM was suspended and resumed on 6 January 2017.
The results of the Extraordinary General Meeting (resumed on 6 January 2017) were as follows:

1. recommendations of the Bank of Portugal were included for the modification of the Issuer’s new Articles of
Association, which was approved, by majority, at the General Meeting held on 22 November 2016; and

2. it was resolved, with only one abstention vote, that the Executive Board of Directors of the Issuer should
formalise the process of its transformation into a public limited liability company.

An Extraordinary General Meeting of CEMG was convened on 4 April 2017. At this Extraordinary General
Meeting the following proposals were approved:

1. the information report (Relatorio Informativo) and the Issuer's draft Articles of Association, on their exact
terms as agreed and previously approved by the Bank of Portugal, and the related approval of the Issuer's
transformation into a public limited liability company;

2. the Executive Board of Directors of the Issuer should carry out all the necessary actions towards the
implementation of the said transformation of the Issuer into a public limited liability company, without
prejudice to the assignments granted to MGAM; and

3. to request from MGAM, through its Board of Directors, the necessary cooperation towards the expeditious
completion of the ratification of the resolution to transform the Issuer into a public limited liability company.

On the same date, the Issuer further informed that:

1. the Bank of Portugal had given a favourable opinion regarding the compliance of the information report
(Relatorio Informativo) and the Issuer’s draft Articles of Association leading to the transformation of this full-
service savings bank (caixa econdomica bancadria) into a public limited liability company, as had been proposed
by the Issuer's Executive Board of Directors; and

2. the Bank of Portugal had approved the amendments to CEMG's draft Articles of Association arising from the
aforementioned transformation.

The effectiveness of the resolutions approved in the Extraordinary General Meeting regarding the transformation
into a public limited liability company were conditional on (i) ratification by the General Meeting of MGAM, to be
held no later than 9 May 2017; and (ii) their respective registration. Upon these conditions being met, CEMG’s
capital should be represented in full by ordinary shares. These two conditions were met respectively on 9 May
2017 and 14 September 2017.

Consequently, CEMG’s total share capital, in the amount of €2,420,000,000 is now fully represented by ordinary
shares.

MGAM owns 100 per cent. of the total share capital of CEMG, following the tender offer announced on 4 July
2017 and the subsequent permanent order effective from 15 September 2017 to buy the outstanding shares.

The transformation of CEMG from a savings bank annexed to MGAM into a full service savings bank (caixa
economica bancaria), adopting the form of a public limited liability company, under the Savings Bank Act has
never been tested and its implementation, even if in accordance with all Bank of Portugal and CMVM’s approvals,
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may raise legal and regulatory issues which the Issuer is not in a position to anticipate but which may have material
adverse consequences on the Issuer's ability to operate and its financial condition.

If the amendment of CEMG's current legal framework into a public limited liability company is not in line with the
expectations of the market, investors and clients, it may have a material adverse effect on the Issuer's financial
condition, ability to pursue its business and results of its operations.

Other than as stated above, the Issuer is not in a position to anticipate, or to make any assessment of, the
implications, adverse or not, that may arise for itself, for the owners of its share capital, for the holders of the Notes
and for its creditors generally as a result of its conversion into a public limited liability company, or of the need to
comply with any other aspects of the new legislation.

International Activity

The international activity of the CEMG Group is carried out by the subsidiaries Finibanco Angola, S.A.
(“Finibanco Angola”), Banco MG Cabo Verde, S.A., Sociedade Unipessoal, S.A. and BTM — Banco Terra, S.A.
(“BTM”) in Mozambique.

Finibanco Angola, which is 81.37 per cent. held by CEMG, is a universal bank that supports small and medium-
sized companies, individuals and Angolan foreign trade which seeks competitive advantage on the quality of its
service with a view to achieving high customer satisfaction indices. Under this strategy, it seeks to finance and
promote people and micro-enterprises with viable business initiatives and conditions of sustainability that would
otherwise not have access to credit. In its support to Angolan foreign trade, CEMG favours transactions between
Portugal and Angola, seeking to establish a bridge between Portuguese and Angolan entrepreneurs.

BTM, which is controlled by CEMG through a 45.78 per cent. stake in its share capital, is a commercial bank
whose objective is to offer financial solutions in the retail and business areas, having been created for the purpose
of contributing to poverty reduction in Mozambique. Under its strategy, BTM established a Public-Private
Partnership aimed at providing the rural and suburban population in Mozambique with access to financial services
in a feasible and sustainable way.

Banco MG Cabo Verde, S.A., which is 100 per cent. held by CEMG, proposes, with its specialised offer of products
and services, to offer its customers, whether individual, institutional or companies with an international vocation,
diversified investment and saving solutions, as well as capital and liquidity management solutions. The
international dimension of Banco MG Cabo Verde, S.A. is sustained by the geographic dispersion of its customers,
spread over various countries, in various continents.

The total assets of international activity of the CEMG Group’s international business as at 31 December 2017
corresponded to €707.8 million, compared to €740.0 million as at 31 December 2016 (for comparative purposes,
the 2016 and 2017 financial statements of Finibanco Angola and BTM were converted using the same exchange
rates: AOA / EUR 185.400; MZN / EUR 70.377), which amounted to 3.5 per cent. of the total net assets as at 31
December 2016 and 2017.

The operation of Finibanco Angola accounts for approximately 2.1 per cent. of the Issuer’s consolidated net assets,
as at 31 December 2017 (2.0 per cent. as at 31 December 2016), and contributed to the consolidated results as at 31
December 2017 with €5.9 million (€7.3 million as at 31 December 2016). The Issuer’s operation in Angola,
through Finibanco Angola, is exposed to the risk of adverse political, governmental or economic developments in
Angola.

In April 2016, the Angolan authorities submitted a formal request to initiate discussions on an economic
programme that could be supported by financial assistance from the IMF. The sharp decline in oil prices since mid-
2014 represented a major challenge for oil exporters, especially for those economies that have yet to become more

33



diversified. On 30 June 2016, Angola’s government called off the financial assistance talks and announced the
intention to continue discussions only on technical assistance.

Angola’s GDP and exports depend greatly on oil market, and the sharp decline in oil price since mid-2014 has had
a significant impact on its economy. Reduced revenues made the government react by cutting expenditure and
increasing non-oil revenue, as well as by devaluing the kwanza.

Angola struggles with high inflation (31.7 per cent. in 2017), current account and fiscal deficits, high public debt,
and real negative interest rates. Angola has external imbalances, including forex shortages.

Private investments other than in the oil sector are constrained by infrastructure, skills weaknesses, and a
challenging business climate.

Elections in August 2017 brought the first change of president in 38 years. Since the end of the war in 2002,
Angola has made great economic and political progress, although it still faces massive development challenges, as
the reduction of its dependency on oil and the diversification of the economy; improving its infrastructure; and
enhancing governance, public financial management systems, human development indicators, and the living
conditions of the population.

A devaluation of the kwanza might adversely affect the stake of the Issuer in Finibanco Angola. The kwanza is not
freely convertible and may not, except in limited circumstances, be exported from or imported into Angola. This
means that cross-border payments and transfers need to be settled in foreign currency, which may result in an
additional risk to the Issuer.

In addition, the Issuer’s operations are subject to regulation in each jurisdiction in which it operates. Often, these
regulations are complex and costly to comply with in terms of time and other resources. Breach of applicable
regulations may lead to penalties, fines, compliance costs, reputational harm and even loss of licences to operate.

These factors could have a material adverse effect on the Issuer’s financial condition, business and its results of
operations.

Sovereign Debt and Sovereign Risk

Despite a strong improvement in the interest of international investors in Portuguese sovereign debt, as evidenced
by the narrowing of the spread between the respective yield and those of the German public debt with equivalent
maturities, there is no guarantee that this trend will be maintained. The high level of indebtedness of the Portuguese
Republic, the possibility of failure to meet fiscal targets, combined with uncertainty regarding the long-term growth
potential of the domestic economy may result in a deterioration in the sovereign risk premium for Portuguese
public debt securities in access to the secondary debt markets and access of the Portuguese Republic to primary
debt markets. Such risk could be exacerbated by a reduced confidence in international financial markets or be
triggered by a weak performance of the domestic economy or disturbances in the local political environment.

Should the foregoing occur, the resulting substantial worsening of sovereign debt risk could negatively impact the
Issuer’s liquidity position, both through funding difficulties and the reduction of the pool of assets eligible for
discount at the ECB, in addition to funding costs and the Issuer’s capacity to increase its loan and asset portfolio
with a negative impact on the financial condition, credit quality and operating results of the Issuer. This scenario
could be further aggravated by persistent volatility in the financial sector and capital markets or by financial
difficulties, including the possible default of one or more financial institutions or sovereigns, which could lead to
significant liquidity problems in the market in general, and to losses and defaults by other institutions.

The Issuer maintains trading and investment positions in debt securities, foreign exchange, equity and other
markets. The most relevant exposure of the Issuer is in relation to Portuguese sovereign debt, comprised in its own
portfolio. As at 31 December 2017, the exposure of the Issuer to Portuguese sovereign debt was of around €743.7
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million, being €28.3 million in the trading portfolio and €715.4 million in the assets available for sale. These
positions could be adversely affected by volatility in Portuguese sovereign debt creating a risk of substantial losses.

As at 31 December 2017, the trading and investment portfolios of fixed income securities, namely in Portuguese
public debt, had increased to €73.4 million from €3.2 million as at 31 December 2016. There is a risk that these
capital gains may not be repeated in the future or even losses may be recognised in the next quarters if market
appetite for Portuguese securities turns subdued compared to other peripheral economies.

Real Estate market

The Issuer is exposed to a contraction of the real estate market given its high exposure to the Portuguese real estate
market through mortgage loans, loans granted to construction companies, assets obtained in lieu of payment (the
Non-current Assets Held for Sale as disclosed in the balance sheet), properties for securing loans or related to its
operations, funding of real estate development projects and through the exposure to real estate funds majority
owned by the Issuer (disclosed in the Issuer’s balance sheet as “Investment Properties”), as well as real estate
fund units held in its own portfolio.

The Investment Properties in a total outstanding amount of €538.6 million as at 31 December 2017 (€608.0 million
as at 31 December 2016) includes the real estate properties owned “Valor Prime — Fundo de Investimento Aberto”,
"Montepio Arrendamento — Fundo de Investimento Imobiliario Fechado para Arrendamento Habitacional",
“Montepio Arrendamento II — Fundo de Investimento Fechado para Arrendamento Habitacional”, “Montepio
Arrendamento III — Fundo de Investimento Fechado para Arrendamento Habitacional”, “Polaris — Fundo de
Investimento Imobiliario Fechado de Subscrigdo Particular”, “Portugal Estates Fund — Fundos de Investimento
Imobiliario Fechado de Subscri¢do Particular” and “Carteira Imobilidria — Fundo Especial de Investimento
Imobiliario Aberto”, which are fully consolidated and the real estate held by Ssagincentive — Sociedade de Servigos
Auxiliares e de Gestdo de Imdveis, S.A.

The Non-current Assets Held for Sale arising from recovered loans amounted to €742.2 million as at 31 December
2017 (€760.2 million as at 31 December 2016) and include buildings and other assets resulting from the
foreclosure of loans to customers, originated by (i) delivery of the assets, with option to repurchase or leasing,
accounted with the celebration of the contract or the promise to deliver the asset and the respective irrevocable
power of attorney issued by the customer in the name of the Issuer; or (ii) the adjudication of the assets as a result
of a judicial process of guarantees execution, accounted with the title of adjudication or following the adjudication
request after the record of the first (payment prosolvency). According to the Issuer’s expectation, these assets are
available for sale in a period of less than one year and the Issuer has a strategy for its sale. Nevertheless, given the
current market conditions, in some situations it is not possible to conclude these sales before the expected deadline.

The participation units of real estate funds held in the own portfolio amounted to €213.5 million as at 31 December
2017 (€213.1 million as at 31 December 2016).

Although Portugal did not face a housing bubble during recent years as in other European countries, namely
Ireland and Spain, the economic and financial crisis still had an impact on the real estate market. Portuguese banks
have refrained from granting new mortgage loans with very low spreads, and real estate developers have
encountered a difficult market for sellers. Moreover, there was a reduction in public works activity, which severely
affected construction companies, which had to redirect their activities to foreign markets. All of the
abovementioned effects have increased delinquency among construction companies and real estate developers,
impacting the Issuer’s non-performing loans and contributing to the increase in impairment charges.

A significant devaluation of prices in the Portuguese real estate market may lead to impairment losses in the assets
held directly by CEMG and increased exposure in counterparty risk for loans guaranteed by real estate collateral.
Accordingly, the Issuer is vulnerable to a contraction in the real estate market and any of the foregoing could have
a materially adverse effect on the Issuer’s business, financial condition and results of operations.
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Amendment of the Tax Status of the Issuer

Until 31 December 2011, the Issuer was exempt from corporate income tax in Portugal, according to article
10(1)(b) of the Portuguese Corporate Income Tax Code. The abovementioned exemption was recognised by the
Order of 3 December 1993, issued by the Secretary of State for Tax Affairs, and confirmed by Law no. 10-B/96, of
23 March, which approved the Portuguese State Budget for 1996.

The Portuguese State Budget for 2012, approved by Law no. 64-B/2011, revoked the exemption of corporate
income tax applicable to entities attached to private entities of social solidarity, with effect from January 2012. As a
result, the Issuer, as an entity attached to MGAM, is currently subject to the general rules established by the
Portuguese Corporate Income Tax Code.

Therefore, and based on the applicable law, the temporary differences between accounting profits and taxable
income acceptable for corporate income tax purposes are eligible for the recognition of deferred tax, whenever
there is a reasonable probability that said taxes will be paid or recovered in the future.

Income tax recorded in profit and losses includes current taxes and deferred taxes. The income tax is recognised in
the profit and losses statement, except if it relates to items recognised in equity, in which case income tax should be
recognised in equity. Deferred taxes recognised in equity resulting from the revaluation of financial assets available
for sale and derivative hedging cash flows are subsequently recognised in profit and loss when gains or losses
which gave rise to those deferred taxes are recognised in profit and loss.

Current tax is the tax calculated in respect of the taxable income for the relevant year, taking into account the tax
rates in force or the tax rates approved by the legal authorities on the balance sheet date and any other adjustments
to tax related to previous years.

The revocation of the exemption of corporate income tax applicable to entities attached to private entities of social
solidarity has had a negative impact on the profits of the Issuer since 2012.

Deferred Tax Assets Regime

In its capacity as a savings bank (caixa econdmica bancdaria), and before the Issuer’s incorporation as a public
limited liability company, the Issuer could not benefit from the Deferred Tax Asset Regime approved by Law no.
61/2014, of 26 August. This law, which approved the special regime applicable to deferred tax assets (“DTA”)
arising from the non-deduction of expenses and negative asset variations regarding impairment losses and post-
employment benefits or long term benefits (“DTA special regime”) followed the entry into force of the CRR
which, inter alia, determined that DTAs are generally deducted from the Tier 1 capital of credit institutions, with
negative implications on their capital levels as at 1 January 2014. Nevertheless, after the transformation into a
public limited liability company, effective from 14 September 2017, CEMG may benefit from the DTA special
regime, as decided on the Extraordinary General Meeting held on 6 July 2016 that approved the adherence to the
special regime applicable to deferred tax assets, set out in Law no. 61/2014, of 26 August.

According to the current legislation, if the Issuer incurs losses, there is the risk that the Portuguese Government
becomes a shareholder of CEMG by virtue of the DTA conversion into ordinary shares.

The DTA special regime is applicable to expenses and negative asset variations that have not been deducted from
the taxable income but which were accounted in tax periods that begin on or after 1 January 2015, and to DTAs
registered in the taxpayer’s annual accounts of the last tax period of 2014. As at 31 December 2016, the Issuer had
registered DTAs of €521.7 million and as at 31 December 2017, €466.0 million.

The DTA special regime was amended through Law no. 23/2016 of 19 August 2016, which introduced a phasing
out scheme. Under this phasing out scheme, the special regime will no longer apply to DTAs computed on costs
and negative net worth variations arising from credit impairment losses and post-employment or long term
employment benefits recorded in 2016 onwards.
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On completion of the Issuer’s transformation into a public limited liability company, the formal request and
application of CEMG to adhere to the special DTA regime was immediately sent to the Finance Ministry, however
such approval remains outstanding and the Issuer cannot predict when it will receive a formal response.

The Issuer may not generate enough future profits to allow for the deduction of the DTAs and hence the DTA could
have a material adverse effect on the Issuer’s financial condition, business and its results of operations.

Infrastructure Risk

The Issuer faces the risk that computer or telecommunications systems could fail, despite its efforts to maintain
these systems in good working order. Given the high volume of transactions the Issuer processes on a daily basis,
certain errors may be repeated or compounded before they are discovered and successfully rectified. Shortcomings
or failures of the Issuer's internal processes, employees or systems, including any of the Issuer's financial,
accounting or other data processing systems, could lead to financial loss and damage to the Issuer's reputation. In
addition, despite the contingency plans the Issuer has in place, the Issuer's ability to conduct business may be
adversely affected by a disruption in the infrastructure that supports its operations and the communities in which it
does business.

Credit risk

Risks arising from changes in credit quality and the repayment of loans and amounts due from borrowers and
counterparties are inherent in a wide range of the Issuer’s businesses. Adverse changes in the credit quality of the
Issuer’s borrowers and counterparties or a general deterioration in Portuguese or global economic conditions, or
arising from systemic risks in financial systems, could affect recovery and, accordingly, the value of the Issuer’s
assets and require an increase in the Issuer’s provision for credit impairment and other related provisions, and
accordingly would have a material adverse effect on the financial condition and capital position of the Issuer and/or
the Group and on the results of the Issuer and/or the Group’s operations. As at 31 December 2017, the Issuer’s total
credit risk exposure was €16,506 million (gross exposure, in accordance with the prudential consolidation
perimeter, including securitisation positions).

An increase in NPLs would deteriorate the Issuer’s asset quality metrics and affect the planned non-performing
loans reduction negatively.

Market risk

Market risk reflects the potential loss that can be registered in a given asset portfolio as a result of changes in the
market interest and exchange rates and/or in the market prices of the various financial instruments which comprise
that asset portfolio, taking into account the correlation and volatilities between those assets.

The risk analysis and management is performed on an integrated basis, involving the whole Group, by CEMG’s
risk division (Diregdo de Risco - DRI).

Notwithstanding the existence of these risk management and monitoring mechanisms, it is difficult to predict with
accuracy changes in economic or market conditions and to anticipate the effect that such changes could have on the
Issuer’s financial condition and on the results of its operations.

The most significant market risks faced by the Issuer are interest rate, foreign exchange and bond and equity price
risks. Changes in interest rate levels, yield curves and spreads may affect the interest rate margin realised between
lending and borrowing costs. Changes in exchange rates affect the value of assets and liabilities denominated in
foreign currencies and may affect income from foreign exchange dealing. The performance of financial markets
may cause changes in the value of the Issuer’s investment and trading portfolios.

The Issuer’s balance sheet management involves also the Assets and Liabilities Committee, where an assessment of
the interest rate, exchange rate and liquidity risks is made, in particular regarding the Issuer’s compliance with
internal limits for the static and dynamic gaps of interest rate, exchange rate and liquidity risks (static gap meaning
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the difference between assets and liabilities elements of the current portfolio considering only contractual
reimbursements and maturities, not taking into account projections for new business, and assuming a run-off level
for current deposits; the dynamic gap also incorporates the projections for new business).

For interest rate risk measurement purposes, assets and liabilities sensitivity to interest rate changes are aggregated
by time bands according to their respective repricing dates, and the balance-sheet interest rate mismatch is
calculated. As at 31 December 2017, the interest rate gap was -€2,599 million compared to -€1,545 million as at 31
December 2016.

The Issuer also performs, on a regular basis, an assets and liabilities sensitivity analysis to changes in the levels of
market interest rates. The impacts of parallel shifts on the yield curve on own funds and on net interest income are
assessed and reported for internal management purposes on a monthly basis and every six months to the Bank of
Portugal (according to the Bank of Portugal Notice (Instrugcdo) 19/2005).

As far as exchange rate risk is concerned, this stems essentially from any existing mismatches between the
maturities of investments and those of resources, given that, as a rule, resources attracted in any foreign currency
are invested in that same currency.

A significant downward movement in global capital markets could have an adverse impact on activity, results and
on the value of the assets comprising the Issuer’s investment portfolio, as well as on the value of the assets that
comprise its pension fund portfolio, which could have a negative impact on the need to shore-up the latter and,
consequently, on the Issuer’s ability to allocate its net profit to the development of its business activity.

The impact of the change in interest rates could have an adverse effect on the Issuer's profit and loss and/or net
interest income. As at 31 December 2017, a shift in interest rates by 1 percentage point would have led to a
variation in the expected economic value of the bank portfolio of approximately €12.2 million, compared with -
€30.5 million as at 31 December 2016.

In order to mitigate this risk, the Issuer continues to focus on the binomial liquidity/risk, which drives the
investments made to be centred, predominantly, on investment-grade issuers, in sectors least exposed to the effects
of the current economic crisis, a policy which has translated into the acquisition of securities which comply with
ECB’s eligibility criteria for Eurosystem credit operations, increasing the Issuer’s on-balance sheet stored liquidity.

The most relevant exposure of the Issuer is in relation to Portuguese sovereign debt. Please refer to the risk factor
headed “Sovereign Debt and Sovereign Risk” for additional information.

Operational risk

The Issuer’s business is dependent on its ability to process a very large number of transactions efficiently and
accurately. Operational risk and losses can result from fraud, errors by employees, failure to document transactions
properly or to obtain proper internal authorisation, failure to comply with regulatory requirements and conduct of
business rules, equipment failures, natural disasters or the failure of external systems such as, for example, those of
the Issuer’s suppliers or counterparties. Although the Issuer has implemented risk controls and loss mitigation
actions, and substantial resources are devoted to developing efficient procedures and to staff training, it is not
possible to implement procedures which are fully effective in controlling each of the operational risks.

The Issuer is subject to the risk of internal and external fraud, crime, cybercrime, or other types of
misconduct by employees or third parties which could have a material adverse effect on the Issuer.

The Issuer is subject to the risk of fraud, crime, money laundering, cybercrime and other types of misconduct by
employees and third parties, as well as to unauthorised transactions by employees, third party service providers and
external staff, including "rogue trading". This type of risk could result in breaches of law, rules, regulations and
internal policies, losses, claims, fines, regulatory action, legal proceedings or reputational damage.
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The Issuer may be subject to disruptions of its operating or information systems, arising from criminal acts by
individuals and groups via cyberspace, which may interrupt the service to clients.

The Issuer remains potentially exposed to the risk that the procedures implemented and the measures adopted with
respect to the storage and processing of personal data relating to its customers may prove to be inadequate and/or
not in compliance with the laws and regulations in force from time to time and/or may not be promptly or properly
implemented by employees and associates, especially considering the entry into force on 25 May 2018 of the
“General Data Protection Regulation” (Regulation (EU) 2016/679 of the European Parliament and of the council of
27 April 2016 on the protection of natural persons with regard to the processing of personal data and on the free
movement of such data, and repealing Directive 95/46/EC). Thus, data could be subject to damage, loss, theft,
disclosure or processing for purposes other than those authorised by the customers, or even use by unauthorised
parties (whether third parties or employees of companies of the Issuer). If any of these circumstances occur there
could be a material adverse effect on the Issuer's business, including its reputation, financial condition, results of
operation or prospects.

Failure of the Issuer's information technology systems could lead to a breach of regulations and (contractual)
obligations and have a material adverse effect on the Issuer's reputation, results of operations, financial condition
and prospects. The continuous efforts of individuals and groups, including organised crime, via cyberspace to
commit fraud through electronic channels or to gain access to information technology systems used by the Issuer
(including with respect to clients' and Issuer information held on those systems and transactions processed through
these systems) are a growing threat to the Issuer. The manifestations of risks to technology—including cyber
security—change rapidly and require continued focus and investment. Given the increasing sophistication and
scope of potential attacks via cyberspace, it is possible that future attacks may lead to significant breaches of
security and loss of (personal) data. In addition, the Issuer may as a result not be able to access data or operate its
systems, it may not be able to recover data, or establishing that data is not compromised may be very time
consuming and costly.

There is a risk that cyber-security risk is not adequately managed or, even if adequately managed, a cyber-attack
can take place and be successful, which could lead to breach of regulations, investigations and administrative
enforcement by supervisory authorities and claims that may materially and adversely affect the Issuer's business,
reputation, results of operations, financial condition, prospects and its position in legal proceedings.

Liquidity risk

Liquidity risk of the Issuer reflects the risk of the incapability of the Issuer to fulfil its obligation upon maturity
without significant losses arising from a deterioration of the financing conditions (financing risk) and/or from the
sale of its assets for a value below market values (market liquidity risk).

The Issuer seeks the preservation of the necessary liquidity balance, especially focusing on the basic function of
intermediation. The Issuer’s practices reflect the utilisation of diversified financing sources, favouring the stability
of resources and the encouragement of savings, as well as the maintenance of highly liquid assets, which comply
with the ECB’s Eligibility Criteria.

The focus on retail deposits growth, encouraging resources stability, as well as on tighter underwriting policies has
allowed the mitigation of the commercial gap (difference between deposits and granted loans) and the
improvement of the structural liquidity position ratios — i.e., the levels of conversion of deposits and clients’
resources (including securities placed in clients) into credit. The Issuer carried out a deleveraging process that
began in 2008 by increasing customers’ deposits, especially small and medium savings while reducing its credit
portfolio, in a process that benefited the commercial gap, which was sustainably reduced.

The “net credit to customers / total customer deposit” ratio decreased to 107.3 per cent. as at 31 December 2017,
from 111.2 per cent. as at 31 December 2016. If Issuer’s debt sold to retail clients is added to clients’ total deposits
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(resulting in clients’ total resources), the conversion ratio was, as at 31 December 2017, 92.4 per cent. (96.3 per
cent. as at 31 December 2016).

The improvement of the balance liquidity profile has triggered an increase in the enlarged liquidity indicator, which
associates the coverage of financial liability and cash availability added to assets that may be discounted with the
ECB.

The control of liquidity levels has as a goal the maintenance of a satisfactory level of available funds to face
financial needs in the short, medium and long term. Scheduled cash flows on a relevant time frame are carefully
monitored by the Assets and Liabilities Committee.

The Issuer has been demonstrating positive liquidity dynamic gaps (algebraic difference between cash flows rising
out of the existing assets and liabilities, added to the projection of the granting of new credits and of the
constitution of new deposits and respective amortisation profiles), with accumulated positive mismatches for the
different time lags until 12 months.

The Issuer’s core activity is retail banking, representing 55.7 per cent. of the Issuer’s total liabilities as at 31
December 2017 (as opposed to 50.7 per cent. as at 31 December 2016). The progressively reduced weight of
capital markets resources in the funding of the Issuer, together with a potential decrease of clients’ resources,
driven by highly competitive fund-raising in the retail market, may bring an adverse impact on the Issuer’s
liquidity.

The Issuer has been following a strategic policy of strengthening its portfolio with highly liquid securities. These

assets may also be used as collateral for refinancing from ECB or from other financial institutions and therefore
constitute a readily available source of liquidity.

The value of eligible assets for ECB funding decreased from €3.5 billion as at 31 December 2016 to €2.6 billion as
at 31 December 2017. The Issuer had a total collateral pool available for ECB refinancing in an amount of €1.0
billion as at 31 December 2017 (€1.2 billion as at 31 December 2016).

Factors which are material for the purpose of assessing the market risks associated with Notes issued
under the Programme

Risks related to the structure of a particular issue of Notes

A wide range of Notes may be issued under the Programme. A number of these Notes may have features which
contain particular risks for potential investors. Set out below is a description of certain of those features:

Risks relating to Floating Rate Notes

Floating Rate Notes (as defined in “Terms and Conditions of the Notes”) bear a variable interest income. A holder
of a Floating Rate Note is exposed to the risk of fluctuating interest rate levels and uncertain interest income.
Fluctuating interest rate levels make it impossible to determine the yield of Floating Rate Notes in advance. Interest
on Floating Rate Notes may be payable plus or minus a margin.

Risks relating to Reset Notes

The interest rate on Reset Notes (as defined in “Terms and Conditions of the Notes”) will reset on each Reset Date,
which can be expected to affect the interest payment on an investment in Reset Notes and could affect the market
value of Reset Notes.

Reset Notes will initially bear interest at the Initial Rate of Interest until (but excluding) the First Reset Date. On
the First Reset Date, the Second Reset Date (if applicable) and each Subsequent Reset Date (if any) thereafter, the
interest rate will be reset to the sum of the applicable Mid-Swap Rate and the First Margin or Subsequent Margin
(as applicable) as determined by the Calculation Agent on the relevant Reset Determination Date and with such
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sum converted as described in the definition of First Reset Rate of Interest or Subsequent Reset Rate of Interest (as
applicable) (each such interest rate, a “Subsequent Reset Rate”). The Subsequent Reset Rate for any Reset Period
could be less than the Initial Rate of Interest or the Subsequent Reset Rate for prior Reset Periods and could affect
the market value of an investment in the Reset Notes.

If the Notes include a feature to convert the interest basis from a fixed rate to a floating rate, or vice versa, this
may affect the secondary market and the market value of the Notes concerned

Fixed/Floating Rate Notes are Notes which bear interest at a rate that converts from a fixed rate to a floating rate,
or from a floating rate to a fixed rate. Such a feature to convert the interest basis, and any conversion of the interest
basis, may affect the secondary market in, and the market value of, such Notes as the change of interest basis may
result in a lower interest return for Noteholders. Where the Notes convert from a fixed rate to a floating rate, the
spread on such Notes may be less favourable than then prevailing spreads on comparable Floating Rate Notes tied
to the same reference rate. In addition, the new floating rate at any time may be lower than the rates on other Notes.
Where the Notes convert from a floating rate to a fixed rate, the fixed rate may be lower than then prevailing rates
on those Notes and could affect the market value of an investment in the relevant Notes.

Notes subject to optional redemption by the Issuer

Notes may, subject as provided in the Conditions, be redeemed before their Maturity Date (i) at any time for
taxation reasons in accordance with Condition 5(c); (ii) if Call Option is specified in the applicable Final Terms, at
the sole discretion of the Issuer on any Optional Redemption Date; or (iii) in respect of Subordinated Notes only, at
any time following the occurrence of a Capital Event, in each case at their Early Redemption Amount or Optional
Redemption Amount, as applicable, together with interest accrued (but unpaid) to the date fixed for redemption in
accordance with the Conditions. An optional redemption feature is likely to limit the market value of Notes. During
any period when the Issuer may elect, or is perceived to be able to elect, to redeem Notes, the market value of such
Notes generally will not rise substantially above the price at which they can be redeemed. This also may be true
prior to any redemption period.

The Issuer may be expected to redeem Notes when its cost of borrowing is lower than the interest rate on the
Notes. At those times, an investor generally would not be able to reinvest the redemption proceeds at an effective
interest rate as high as the interest rate on the Notes being redeemed and may only be able to do so at a
significantly lower rate. Potential investors should consider reinvestment risk in light of other investments
available at that time.

Notes issued at a substantial discount or premium

The market value of securities issued at a substantial discount (such as Zero Coupon Notes) or premium to their
nominal amount tends to fluctuate more in relation to general changes in interest rates than do prices for
conventional interest-bearing securities. Generally, the longer the remaining term of the securities, the greater the
price volatility as compared to conventional interest-bearing securities with comparable maturities.

The regulation and reform of “benchmarks” may adversely affect the value of Floating Rate Notes or Reset
Notes linked to or referencing such “benchmarks”

Interest rates and indices which are deemed to be “benchmarks” (such as a Reference Rate) are the subject of
recent national and international regulatory guidance and proposals for reform. Some of these reforms are already
effective whilst others are still to be implemented. These reforms may cause such benchmarks to perform
differently than in the past, to disappear entirely, or have other consequences which cannot be predicted. Any such
consequence could have a material adverse effect on any Floating Rate Notes or Reset Notes linked to or
referencing such a “benchmark”. The Benchmarks Regulation was published in the Official Journal of the EU on
29 June 2016 and has been applied from 1 January 2018. The Benchmarks Regulation applies to the provision of
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benchmarks, the contribution of input data to a benchmark and the use of a benchmark within the EU. It, among
other things, (i) requires benchmark administrators to be authorised or registered (or, if non-EU-based, to be
subject to an equivalent regime or otherwise recognised or endorsed) and (ii) prevents certain uses by EU
supervised entities (such as the Issuer) of “benchmarks” of administrators that are not authorised or registered (or,
if non-EU based, not deemed equivalent or recognised or endorsed).

The Benchmarks Regulation could have a material impact on any Floating Rate Notes or Reset Notes linked to or
referencing a “benchmark”, in particular, if the methodology or other terms of the relevant “benchmark” are
changed in order to comply with the requirements of the Benchmarks Regulation. Such changes could, among
other things, have the effect of reducing, increasing or otherwise affecting the volatility of the published rate or
level of the relevant “benchmark”.

More broadly, any of the international or national reforms, or the general increased regulatory scrutiny of
“benchmarks”, could increase the costs and risks of administering or otherwise participating in the setting of a
“benchmark” and complying with any such regulations or requirements. Such factors may have the following
effects on certain “benchmarks”: (i) discourage market participants from continuing to administer or contribute to
the “benchmark”; (ii) trigger changes in the rules or methodologies used in the “benchmark” or (iii) lead to the
disappearance of the “benchmark”. Any of the above changes or any other consequential changes as a result of
international or national reforms or other initiatives or investigations, could have a material adverse effect on the
value of and return on any Floating Rate Notes or Reset Notes linked to or referencing a “benchmark”.

Investors should consult their own independent advisers and make their own assessment about the potential risks
imposed by the Benchmarks Regulation reforms in making any investment decision with respect to any Floating
Rate Notes linked to or referencing a “benchmark”.

Future discontinuance of LIBOR (or any other benchmark) may adversely affect the value of Floating Rate
Notes or Reset Notes which reference LIBOR (or such other benchmark)

On 27 July 2017, the Chief Executive of the United Kingdom Financial Conduct Authority, which regulates
LIBOR, announced that it does not intend to continue to persuade, or use its powers to compel, panel banks to
submit rates for the calculation of LIBOR to the administrator of LIBOR after 2021. The announcement indicates
that the continuation of LIBOR on the current basis is not guaranteed after 2021. It is not possible to predict
whether, and to what extent, panel banks will continue to provide LIBOR submissions to the administrator of
LIBOR going forwards. This may cause LIBOR to perform differently than it did in the past and may have other
consequences which cannot be predicted.

Investors should be aware that, if LIBOR or any other benchmark (including, for example, EURIBOR) were
discontinued or otherwise unavailable, the rate of interest on Floating Rate Notes or Reset Notes which reference
LIBOR (or such other benchmark) will be determined for the relevant period by the fall-back provisions applicable
to such Notes. Depending on the manner in which the LIBOR (or such other benchmark) rate is to be determined
under the Terms and Conditions, this may (i) if ISDA Determination applies, be reliant upon the provision by
reference banks of offered quotations for the LIBOR (or such other benchmark) rate which, depending on market
circumstances, may not be available at the relevant time or (ii) if Screen Rate Determination applies, result in the
effective application of a fixed rate based on the rate which applied in the previous period when LIBOR (or such
other benchmark) was available. Any of the foregoing could have an adverse effect on the value or liquidity of, and
return on, any Floating Rate Notes or Reset Notes which reference LIBOR (or such other benchmark).

The obligations of the Issuer under Subordinated Notes are subordinated

The Issuer’s obligations under Subordinated Notes will be unsecured and subordinated and will rank junior in
priority of payment to the claims of all Senior Creditors (as defined in the Terms and Conditions) of the Issuer.
Accordingly, no payments of amounts due under the Subordinated Notes will be made to the Noteholders in the
event of bankruptcy or winding up of the Issuer (to the extent permitted by Portuguese law) except where all sums
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due from the Issuer in respect of the claims of all Senior Creditors of the Issuer are paid in full, as more fully
described in Condition 2(b).

Holders of the Subordinated Notes will have limited remedies

The sole remedy against the Issuer available to any Noteholder for recovery of amounts owing in respect of any
payment of principal or interest in respect of any Subordinated Notes will be the institution of proceedings for the
winding up of the Issuer and/or proving in any winding up of the Issuer. As such, the remedies available to holders
of Subordinated Notes are more limited than those typically available to Senior Creditors or holders of senior-
ranking securities, including Senior Notes, which may make enforcement more difficult.

Limitation on gross-up obligation under the Subordinated Notes

The Issuer’s obligation under Condition 7 to pay additional amounts in the event of any withholding or deduction
in respect of Portuguese taxes on any payments under the terms of the Subordinated Notes applies only to
payments of interest and not to payments of principal. As such, the Issuer would not be required to pay any
additional amounts under the terms of the Subordinated Notes to the extent any withholding or deduction applied
to payments of principal. Accordingly, if any such withholding or deduction were to apply to any payments of
principal under the Subordinated Notes, Noteholders may receive less than the full amount of principal due under
the Subordinated Notes upon redemption, and the market value of the Subordinated Notes may be adversely
affected.

Risks related to Notes generally

Set out below is a brief description of certain risks relating to the Notes generally:
Modification and waiver

The Terms and Conditions of the Notes and the Instrument contain provisions for calling meetings of Noteholders
to consider matters affecting their interests generally. These provisions permit defined majorities to bind all
Noteholders including Noteholders who did not attend and vote at the relevant meeting and Noteholders who voted
in a manner contrary to the majority.

The Terms and Conditions of the Notes also provide that the Agent and the Issuer may agree, without the consent
of the Noteholders, to make any modification to the provisions of the Conditions or the Instrument which: (i) is not
prejudicial to the interests of the Noteholders; (ii) is of a formal, minor or technical nature; (iii) is made to correct a
manifest or proven error; or (iv) is to comply with mandatory provisions of any applicable law or regulation.

Change of law

The Terms and Conditions of the Notes and any non-contractual obligations arising out of or in connection with
them are governed by English law, save that Conditions 2(b) and 2(c) and the provisions relating to the form
(representacdo formal) and transfer of the Notes, the creation of security over the Notes and the Interbolsa
procedures for the exercise of rights under the Notes and any non-contractual obligations arising out of or in
connection therewith are governed by, and shall be construed in accordance with, Portuguese law, in effect as at the
date of issue of the relevant Notes. No assurance can be given as to the impact of any possible judicial decision or
change to English law or Portuguese law or administrative practice in either of those jurisdictions after the date of
issue of the relevant Notes.

The Notes are unsecured and therefore subject to the resolution regime.

The Notes are unsecured and therefore subject to the resolution regime, including the bail-in tool (see further
“Legislation on Bank Recovery and Resolution” above). The impact on investors, in a resolution scenario, depends
crucially on the rank of the liability in the resolution creditor hierarchy. In the event of resolution, inter alia: (i) the
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outstanding amount of the Notes may be reduced to zero or the Notes may be converted into ordinary shares of the
Issuer or other instruments of ownership; (ii) a transfer of assets (e.g. to a bridge bank) or a sale of business may
limit the capacity of the Issuer to meet its repayment obligations; and (iii) the maturity of any Notes or the interest
rate under such Notes can be altered and the payments may be suspended for a certain period. When a resolution
measure is applied no shareholder or creditor of the institution (including the Noteholders) subject to resolution
may have losses greater than it would have if the institution had entered into liquidation. Noteholders may have a
right to compensation if the treatment they receive in resolution is less favourable than the treatment they would
have received under normal liquidation proceedings (‘“no creditor worse oft”). This assessment must be based on
an independent valuation of the firm. Completion of this assessment, as well as payment of any potential
consideration, may be delayed and occur considerably later than contractual payment dates.

The taking of any such actions could adversely affect the rights of Noteholders, including the write-down or
conversion (in whole or in part) of their Notes. Any such actions or the perceived likelihood of any such actions
being taken may adversely impact the price or value of their investment in the Notes.

Subordinated Notes may be subject to loss absorption on any application of the general bail-in tool or at the
point of non-viability of the Issuer.

The BRRD contemplates that Subordinated Notes may be subject to non-viability loss absorption, in addition to the
application of the general bail-in tool and other resolution tools.

The powers provided to resolution authorities in the BRRD include write down/conversion powers to ensure that
capital instruments (including Subordinated Notes) absorb losses at the point of non-viability of the issuing
institution or its group. Accordingly, the BRRD contemplates that resolution authorities may require the write down
of such capital instruments in full or on a permanent basis, or their conversion in full into CET1 instruments, to the
extent required and up to their capacity, at the point of non-viability immediately before, or concurrently with, the
application of any other resolution action, if any.

The BRRD provides, inter alia, that resolution authorities shall exercise the write down power of reducing or
converting, according to an order of priority of credits in normal insolvency procedures, in a way that results in:

)] CETI1 instruments being written down or converted in proportion to the relevant losses; and then

(i1) the principal amount of other capital instruments (Tier 1 and Tier 2 instruments) being written down
and/or converted into CET1.

On 23 November 2016, the European Commission published proposals to amend the BRRD which included a
proposal extending the application of the power to write down or convert capital instruments to include eligible
liabilities.

The taking of any such actions could adversely affect the rights of Noteholders, including the write-down or

conversion (in whole or in part) of their Notes. Any such actions or the perceived likelihood of any such actions
being taken may adversely impact the price or value of their investment in the Notes.

See the risk factor entitled “Legislation on Bank Recovery and Resolution” above.
Risks related to withholding tax

Under Portuguese law, income derived from the Notes integrated in and held through Interbolsa, as management
entity of the Portuguese Centralised System, Central de Valores Mobiliarios held by non-resident investors (both
individual and corporate) eligible for the debt securities special tax exemption regime which was approved by
Decree-Law no. 193/2005 of 7 November (as amended, “Decree-Law no. 193/2005”) and in force as from 1
January 2006, may benefit from an up-front withholding tax exemption, provided that certain procedures and
certification requirements are complied with (see “Taxation — Special Debt securities tax regime”), for these
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procedures and certification requirements). Failure to comply with these procedures and certifications will result in
the application of the Portuguese domestic withholding rate of 28 per cent., for individuals and 25 per cent. for
legal persons or if applicable, in reduced withholding tax rates, pursuant to tax treaties signed by Portugal,
provided that the procedures and certification requirements established by the relevant tax treaty are complied with.
A withholding tax rate of 35 per cent. also applies in case of interest on investment income (rendimentos de
capitais) paid to individuals or legal persons resident in a country, territory or region listed in Ordinance (Portaria)
150/2004 of 13 February 2004 (as amended) (see “Taxation — General tax regime on debt securities™).

Risks related to procedures for collection of Noteholders’ details

It is expected that the direct registering entities (entidades registadoras directas), the participants and the clearing
systems will follow certain procedures to facilitate the collection from the effective beneficiary of the Notes (the
“beneficial owner”) of the information referred to in “Risks related to withholding tax” above required to comply
with the procedures and certifications required by Decree-Law no. 193/2005. Under Decree-Law no. 193/2005, the
obligation of collecting from the beneficiaries proof of their non-Portuguese resident status and of the fulfilment of
the other requirements for the exemption rests with the direct registering entities (entidades registadoras directas),
the participants and the entities managing the international clearing systems. Details of those procedures are set out
in “Taxation — Special Debt securities tax regime”. Such procedures may be revised from time to time in
accordance with applicable Portuguese laws and regulations, further clarification from the Portuguese tax
authorities, regarding such laws and regulations, and the operational procedures of the clearing systems. While the
Notes are registered by Interbolsa. Beneficiaries must comply with such procedures in order to receive payments
under the Notes free of any withholding, if applicable. Beneficiaries must seek their own advice to ensure that they
comply with all applicable procedures and to ensure the correct tax treatment of their Notes. None of the Issuer, the
Arranger, the Dealers, the paying agents or the clearing systems assume any responsibility therefor.

Risks related to the market generally

Set out below is a brief description of certain market risks, including liquidity risk, exchange rate risk, interest rate
risk and credit risk.

The secondary market generally

Notes may have no established trading market when issued, and one may never develop. If a market does develop,
it may not be liquid. Therefore, investors may not be able to sell their Notes easily or at prices that will provide
them with a yield comparable to similar investments that have a developed secondary market. This is particularly
the case for Notes that are especially sensitive to interest rate, currency or market risks, are designed for specific
investment objectives or strategies or have been structured to meet the investment requirements of limited
categories of investors. These types of Notes generally would have a more limited secondary market and more
price volatility than conventional debt securities. Illiquidity may have a severely adverse effect on the market value
of Notes.

Exchange rate risks and exchange controls

The Issuer will pay principal and interest on the Notes in the Specified Currency. This presents certain risks
relating to currency conversions if an investor’s financial activities are denominated principally in a currency or
currency unit (the “Investor’s Currency”) other than the Specified Currency. These include the risk that exchange
rates may significantly change (including changes due to devaluation of the Specified Currency or revaluation of
the Investor’s Currency) and the risk that authorities with jurisdiction over the Investor’s Currency may impose or
modify exchange controls. An appreciation in the value of the Investor’s Currency relative to the Specified
Currency would decrease (1) the Investor’s Currency-equivalent yield on the Notes, (2) the Investor’s Currency
equivalent value of the principal payable on the Notes and (3) the Investor’s Currency equivalent market value of
the Notes.
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Government and monetary authorities may impose (as some have done in the past) exchange controls that could
adversely affect an applicable exchange rate. As a result, investors may receive less interest or principal than
expected, or no interest or principal.

Interest rate risks

Investment in Fixed Rate Notes involves the risk that if market interest rates subsequently increase above the rate
paid on the Fixed Rate Notes, this will adversely affect the value of the Fixed Rate Notes.

Credit ratings may not reflect all risks

One or more independent credit rating agencies may assign credit ratings to the Issuer or the Notes. The ratings
may not reflect the potential impact of all risks related to structure, market, additional factors discussed above, and
other factors that may affect the value of the Notes. A credit rating is not a recommendation to buy, sell or hold
securities and may be revised, suspended or withdrawn by the rating agency at any time.

In addition, rating agencies may assign unsolicited ratings to the Notes. In such circumstances there can be no
assurance that the unsolicited rating(s) will not be lower than the comparable solicited ratings assigned to the
Notes, which could adversely affect the market value and liquidity of the Notes.

In general, European regulated investors are restricted under the CRA Regulation from using credit ratings for
regulatory purposes, unless such ratings are issued by a credit rating agency established in the EU and registered
under the CRA Regulation (and such registration has not been withdrawn or suspended, subject to transitional
provisions that apply in certain circumstances). Such general restriction will also apply in the case of credit ratings
issued by non-EU credit rating agencies, unless the relevant credit ratings are endorsed by an EU-registered credit
rating agency or the relevant non-EU rating agency is certified in accordance with the CRA Regulation (and such
endorsement action or certification, as the case may be, has not been withdrawn or suspended, subject to
transitional provisions that apply in certain circumstances).

The list of registered and certified rating agencies published by ESMA on its website in accordance with the CRA
Regulation is not conclusive evidence of the status of the relevant rating agency included in such list, as there may
be delays between certain supervisory measures being taken against a relevant rating agency and the publication of
the updated ESMA list.

A reduction in the Issuer's credit ratings would increase its costs of funding and could have a materially adverse
effect on the Issuer and/or the Group's financial condition, business and its results of operations.

Certain information with respect to the credit rating agencies and ratings is set out on the cover of this Base
Prospectus.

Legal considerations may restrict certain investments

The investment activities of certain investors are subject to investment laws and regulations, or review or
regulation by certain authorities. Each potential investor should consult its legal advisers to determine whether and
to what extent (1) Notes are legal investments for it, (2) Notes can be used as collateral for various types of
borrowing and (3) other restrictions apply to its purchase or pledge of any Notes. Financial institutions should
consult their legal advisers or the appropriate regulators to determine the appropriate treatment of Notes under any
applicable risk-based capital or similar rules.

Other Risks

The past performance of Notes or other securities issued by the Issuer may not be a reliable guide to future
performance of the Notes. The value of Notes may fall as well as rise. Income or gains from Notes may fluctuate in
accordance with market conditions and taxation arrangements. Other than as set out in this Base Prospectus, it may
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be difficult for investors in Notes to sell or realise the Notes and/or obtain reliable information about their value or
the extent of the risks to which they are exposed.

Appointment of a Dealer as Calculation Agent

The Issuer may appoint a Dealer as Calculation Agent in respect of an issuance of Notes under the Programme. In
such case, the Calculation Agent is likely to be a member of an international financial group that is involved, in the
ordinary course of its business, in a wide range of banking activities out of which conflicting interests may arise.
Whilst such Calculation Agent will, where relevant, have information barriers and procedures in place to manage
conflicts of interest, it may in its other banking activities from time to time be engaged in transactions involving an
index or related derivatives which may affect amounts receivable by holders of Notes during the term and on the
maturity of the Notes or the market price, liquidity or value of the Notes and which could be deemed to be adverse
to the interests of the holders of Notes.
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DOCUMENTS INCORPORATED BY REFERENCE

This Base Prospectus should be read and construed in conjunction with:

1. the annual report and audited consolidated annual financial statements of CEMG for the financial year
ended 31 December 2017, together with the notes and the audit report thereon (the “Annual Report
2017”) (available at http://web3.cmvm.pt/sdi/emitentes/docs/PC68834.pdf), including the information
set out at the following pages in particular:

2017 CONSOLIDATED FINANCIAL STATEMENTS AND AUDIT REPORT

Consolidated Balance SHEet ...........ccvivieiriniiininiinceence ettt ettt 124
Consolidated Income StatemMeNt ..........cccceeirieiriirieiiicereeercte et 123
Consolidated Statement of Cash FIOWS ........c.ccooiiirininiiieiiinceecccneee e 125
Consolidated Statement of Changes in EQUILY........ccccecveveiiiierieniieiicieceeeeie e 126
Notes to the Consolidated Financial Statements..........c.cceceeceevievienieninininicneneeeeieieiene e 128-313
AUAIE REPOTT..evtiieiiiiiiciieeieettete ettt sttt ettt e st esteesbeesbeesbeesbessaesseesseesseensesssesssesseensenssenseenns 516-525

Any other information incorporated by reference that is not included in the cross-reference list above is considered
to be additional information to be disclosed to investors rather than information required by the relevant Annexes
of the Commission Regulation (EC) No. 809/2004 of 29 April 2004 (the “Prospectus Regulation”); and

2. the annual report and audited consolidated annual financial statements of CEMG for the financial year
ended 31 December 2016, together with the notes and the audit report thereon (the “Annual Report
2016”) (available at https://www.montepio.pt/resources/SiteMontepio/documentos/en_GB/cemg-annual-
report-2016.pdf), including the information set out at the following pages in particular:

2016 CONSOLIDATED FINANCIAL STATEMENTS AND AUDIT REPORT

Consolidated Balance SHEet ...........ccoirieiriniiiniieinceence ettt ettt 125
Consolidated Income StatemMeNt ..........c..ccevirieiriiriiiiiceree ettt 124
Consolidated Statement of Cash FIOWS ..........cccoiiinininiiiiiiicceecccnee e 126
Consolidated Statement of Changes in EQUILY........ccceceveiiiierienieiicieceeceie e 127
Notes to the Consolidated Financial Statements..........c.cceceeceevvevienieninininicneneeeeieieiene e 129-325
AUIE REPOTT..eniiiiiieeiieiieeiteiteie ettt sttt et e et e st eteestaesbeesbeesbeesaesseesseesseensesssesseesseensenssenseenns 551-561

Any other information incorporated by reference that is not included in the cross-reference list above is considered
to be additional information to be disclosed to investors rather than information required by the relevant Annexes
of the Prospectus Regulation.

The financial statements of the Issuer incorporated by reference have been prepared in accordance with IFRS.

The documents listed above have been previously published or are published simultaneously with this Base
Prospectus and have been filed with the CSSF. Such documents shall be incorporated by reference in, and form
part of, this Base Prospectus, save that any statement contained in a document which is incorporated by reference
herein shall be modified or superseded for the purpose of this Base Prospectus to the extent that a statement
contained herein modifies or supersedes such earlier statement (whether expressly, by implication or otherwise).
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Any statement so modified or superseded shall not, except as so modified or superseded, constitute a part of this
Base Prospectus.

Copies of documents incorporated herein by reference may be obtained free of charge at the specified offices of the
Issuer and the Agent and will also be available to view on the website of the Luxembourg Stock Exchange
(www.bourse.lu).

Any documents themselves incorporated by reference in the documents incorporated by reference in this Base
Prospectus, unless they are incorporated separately elsewhere in the Base Prospectus, shall not form part of this
Base Prospectus.

The Issuer will, in the event of any significant new factor, material mistake or inaccuracy relating to information
included in this Base Prospectus which is capable of affecting the assessment of any Notes, prepare a supplement
to this Base Prospectus or publish a new Base Prospectus for use in connection with any subsequent issue of Notes.
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GENERAL DESCRIPTION OF THE PROGRAMME

The following general description of the Programme is qualified in its entirety by the remainder of this Base

Prospectus.

Issuer

Issuer Legal Entity Identifier (LEI)
Description

Size

Arranger

Dealers

Agent
Method of Issue

Caixa Economica Montepio Geral, caixa economica bancaria, S.A.
(“CEMG” and the “Issuer”).

2138004FIUXU3B2MR537
Euro Medium Term Note Programme.

Up to €6,000,000,000 (or the equivalent in other currencies at the
date of issue) aggregate nominal amount of Notes outstanding at
any one time.

Merrill Lynch International

BNP Paribas

Caixa Economica Montepio Geral, caixa econdmica bancéria, S.A.
Citigroup Global Markets Limited

Crédit Agricole Corporate and Investment Bank

Credit Suisse Securities (Europe) Limited

Deutsche Bank AG, London Branch

DZ BANK AG Deutsche Zentral-Genossenschaftsbank, Frankfurt
am Main

ING Bank N.V.

J.P. Morgan Securities plc

Merrill Lynch International

Natixis

NatWest Markets Plc

Société Générale

UniCredit Bank AG

The Issuer may from time to time terminate the appointment of any
dealer under the Programme or appoint additional dealers either in
respect of one or more Tranches or in respect of the whole
Programme. References in this Base Prospectus to “Permanent
Dealers” are to the persons listed above as Dealers and to such
additional persons that are appointed as dealers in respect of the
whole Programme (and whose appointment has not been
terminated) and references to “Dealers” are to all Permanent
Dealers and all persons appointed as a dealer in respect of one or
more Tranches.

Caixa Economica Montepio Geral, caixa econdomica bancéria, S.A.

The Notes will be issued on a syndicated or non-syndicated basis.
The Notes will be issued in series (each a “Series”) having one or
more issue dates and on terms otherwise identical (or identical other
than in respect of the first payment of interest), the Notes of each
Series being intended to be interchangeable with all other Notes of
that Series. Each Series may be issued in tranches (each a
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Issue Price

Form of Notes

Clearing Systems

Currencies

Maturities

Specified Denomination

“Tranche”) on the same or different issue dates.

Notes may be issued at their nominal amount or at a discount or
premium to their nominal amount as specified in the relevant Final
Terms.

The Notes are issued in book-entry form (escriturais) and
registered form (nominativas) that will be integrated in and held
through Interbolsa, as management entity of the Central de Valores
Mobiliarios. The terms and conditions of each series of Notes shall
be the terms and conditions set out in this Base Prospectus, as
supplemented and/or completed in the relevant Final Terms.

The Notes are constituted by a deed poll given by CEMG in favour
of the holders of the Notes dated 7 June 2018 (the “Instrument”).

Interbolsa, Clearstream, Luxembourg, Euroclear and, in relation to
any Tranche, such other clearing system as may be agreed between
the Issuer, the Agent and the relevant Dealer.

Notes may only be issued in EUR (“euro”), USD (“United States
Dollar”), GBP (“British Pound Sterling”), JPY (“Japanese Yen”),
CHF (“Swiss Franc”), AUD (“Australian Dollar”) and CAD
(“Canadian Dollar”), or any other currency as Interbolsa accepts
for registration and clearing securities.

Subject to compliance with all relevant laws, regulations and
directives and as permitted by the relevant central bank (or
equivalent body) and subject as provided below, any maturity as
may be agreed between the Issuer and the relevant Dealer(s).
Unless otherwise permitted by then current laws, regulations and
directives, Subordinated Notes will have a maturity of not less than
five years.

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

According to the Luxembourg Act relating to prospectuses for
securities (the “Luxembourg Act”), the CSSF is not competent to
approve prospectuses for the listing of money market instruments
having a maturity at issue of less than 12 months and which also
comply with the definition of securities in the Luxembourg Act.

Notes will be in such denominations as may be specified in the
relevant Final Terms, save that (i) in the case of any Notes which
are to be admitted to trading on a regulated market within the EEA
or offered to the public in an EEA State in circumstances which
require the publication of a prospectus under the Prospectus
Directive, the minimum specified denomination shall be €100,000
(or its equivalent in any other currency as at the date of issue of the
Notes); and (ii) unless otherwise permitted by then current laws and
regulations, Notes (including Notes denominated in British Pound
Sterling) which have a maturity of less than one year and in respect
of which the issue proceeds are to be accepted by the Issuer in the
United Kingdom or whose issue otherwise constitutes a
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Fixed Rate Notes

Reset Notes

Floating Rate Notes

Zero Coupon Notes

Interest Periods and Interest Rates

Redemption

Optional Redemption

contravention of section 19 of the Financial Services and Markets
Act 2000 (the “FSMA”) will have a minimum specified
denomination of £100,000 (or its equivalent in other currencies).

Fixed interest will be payable in arrear on the date or dates in each
year specified in the relevant Final Terms.

Reset Notes will, in respect of an initial period, bear interest at the
initial fixed rate of interest specified in the applicable Final Terms.
Thereafter, the fixed rate of interest will be reset on one or more
date(s) specified in the applicable Final Terms by reference to a
mid-market swap rate for the relevant Specified Currency, and for a
period equal to the reset period, as adjusted for any applicable
margin, in each case as may be specified in the applicable Final
Terms and as further described in the Terms and Conditions. Such
interest will be payable in arrear on the Interest Payment Date(s)
specified in the applicable Final Terms or determined pursuant to
the Terms and Conditions.

Floating Rate Notes will bear interest determined separately for
each Series as follows:

(i) on the same basis as the floating rate under a notional interest
rate swap transaction in the relevant Specified Currency
governed by an agreement incorporating the 2006 ISDA
Definitions as published by the International Swaps and
Derivatives Association, Inc.; or

(i) by reference to LIBOR or EURIBOR as adjusted for any
applicable margin.

Interest periods will be specified in the relevant Final Terms.

Zero Coupon Notes may be issued at their nominal amount or at a
discount to it and will not bear interest.

The length of the interest periods for the Notes and the applicable
interest rate or its method of calculation may differ from time to
time or be constant for any Series. Notes may have a maximum
interest rate, a minimum interest rate, or both. The use of interest
accrual periods permits the Notes to bear interest at different rates
in the same interest period.

The relevant Final Terms will specify the redemption amounts
payable. Unless permitted by then current laws and regulations,
Notes (including Notes denominated in British Pound Sterling)
which have a maturity of less than one year and in respect of which
the issue proceeds are to be accepted by the Issuer in the United
Kingdom or whose issue otherwise constitutes a contravention of
Section 19 of the FSMA must have a minimum redemption amount
of £100,000 (or its equivalent in other currencies). Any early
redemption of a Subordinated Note will be subject to the prior
consent of the Relevant Authority.

The Final Terms issued in respect of each issue of Notes will state
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Status of the Senior Notes

Status of the Subordinated Notes

Negative Pledge

Cross Default

Limited Rights of Acceleration

Ratings

whether such Notes may be redeemed prior to their stated maturity
at the option of the Issuer (either in whole or in part) and/or the
holders, and if so the terms applicable to such redemption.

The Senior Notes will constitute direct, unconditional, unsecured
(subject to the provisions of Condition 3) and unsubordinated
obligations of the Issuer and will rank at least pari passu among
themselves and with all present and future unsecured (subject as
aforesaid) and unsubordinated obligations of the Issuer, save for
those that have been accorded by law preferential rights.

The Subordinated Notes will constitute direct, unsecured and
subordinated obligations of the Issuer, and will rank pari passu
among themselves. The claims of the holders of the Subordinated
Notes will, in the event of the bankruptcy or the winding up of the
Issuer (to the extent permitted by Portuguese law), be subordinated
in right of payment in the manner provided in Condition 2(b) and
the Instrument to the claims of all Senior Creditors of that Issuer
including claims of depositors, to the claims of all Senior Creditors
of the Issuer but shall rank (a) at least pari passu with the claims of
holders of all obligations of the Issuer which constitute, or would
but for any applicable limitation on the amount of such capital
constitute, Tier 2 Capital of the Issuer and (b) in priority to (1) the
claims of holders of all share capital of the Issuer, (2) the claims of
holders of all obligations of the Issuer which constitute, or would
but for any applicable limitation on the amount of such capital
constitute, Tier 1 Capital of the Issuer, (3) the claims of holders of
all undated or perpetual subordinated obligations of the Issuer and
(4) the claims of holders of all other obligations of the Issuer which
rank, or are expressed to rank, junior to the Subordinated Notes or
Tier 2 Capital of the Issuer.

Applicable to Senior Notes only. See “Terms and Conditions of the
Notes — Negative Pledge in relation to the Senior Notes”.

Applicable to Senior Notes only. See “Terms and Conditions of the
Notes — Events of Defaulf”.

A Noteholder’s rights to accelerate Subordinated Notes are limited
to winding up. See “Terms and Conditions of the Notes — Events of
Default”.

The Programme has been rated: (P)B3 (senior unsecured) / (P)Caa2
(subordinated) / (P)Caa3 (junior subordinated) / NP (short-term) by
Moody’s, B+ (senior unsecured) / B (short-term) by Fitch and BB
(senior unsecured) / B (high) (subordinated) / R-4 (short-term) by
DBRS. Moody’s, Fitch and DBRS are established in the EU and
registered under the CRA Regulation. Tranches of Notes (as
defined in “General Description of the Programme”) may be rated
or unrated. Where a Tranche of Notes is to be rated, such rating will
not necessarily be the same as the rating assigned to the Programme
and/or the Notes already issued. Where a Tranche of Notes is to be
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Early Redemption

Withholding Tax

Governing Law

Listing and Admission to Trading

Selling Restrictions

rated, such ratings will be specified in the relevant Final Terms.
Whether or not a rating in relation to any Tranche of Notes will be
treated as having been issued by a credit rating agency established
in the European Union and registered under the CRA Regulation
will be disclosed in the relevant Final Terms. A rating is not a
recommendation to buy, sell or hold securities and may be subject
to suspension, reduction or withdrawal at any time by the assigning
rating agency.

Except as provided in “Optional Redemption” above, Notes will be
redeemable at the option of the Issuer prior to maturity only for tax
reasons. See “Terms and Conditions of the Notes — Redemption,
Purchase and Options™.

All payments of principal and interest in respect of the Notes will
be made free and clear of withholding taxes in Portugal unless the
withholding is required by law. In such event, the Issuer shall,
subject to customary exceptions and, in the case of Subordinated
Notes, in relation to interest only, pay such additional amounts as
shall result in receipt by the Noteholder of such amounts as would
have been received by it had no such withholding been required, all
as described in and in accordance with Decree-Law no. 193/2005,
of 7 November 2005 (as amended) (See “Taxation — Special Debt
securities tax regime”).

English law, save that Conditions 2(b) and 2(c) and the provisions
relating to the form (representacdo formal) and transfer of the
Notes, the creation of security over the Notes and the Interbolsa
procedures for the exercise of rights under the Notes are governed
by, and shall be construed in accordance with, Portuguese law.

Application has been made to list the Notes on the Official List of
the Luxembourg Stock Exchange and to admit the Notes to trading
on the Regulated Market of the Luxembourg Stock Exchange. As
specified in the relevant Final Terms, a Series of Notes may be
unlisted.

The United States, Prohibition of sales to European Economic Area
Retail Investors, the United Kingdom, the Portuguese Republic,
Japan and France. See “Subscription and Sale”.

The Issuer is Category 2 for the purposes of Regulation S under the
Securities Act, as amended.

If TEFRA C is specified as “Applicable” in the relevant Final
Terms, then the Notes will be issued in compliance with U.S. Treas.
Reg. §1.163-5(c)(2)(i)(C) (the “C Rules”) unless the Notes are
issued other than in compliance with the C Rules but in
circumstances in which the Notes will not constitute “registration
required obligations” under the United States Tax Equity and Fiscal
Responsibility Act of 1982 (“TEFRA”), which circumstances will
be referred to in the relevant Final Terms as a transaction to which
TEFRA is not applicable.
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TERMS AND CONDITIONS OF THE NOTES

The following is the text of the terms and conditions that, subject to completion in accordance with the provisions
of Part A of the relevant Final Terms, shall be applicable to the Notes. All capitalised terms that are not defined in
these Conditions will have the meanings given to them in Part A of the relevant Final Terms. References in the
Conditions to “Notes” are to the Notes of one Series only, not to all Notes that may be issued under the
Programme.

The Notes are constituted by registration in the Interbolsa book-entry system and governed by these terms and
conditions and by a deed poll given by Caixa Econdmica Montepio Geral, caixa econdmica bancaria, S.A. (in its
capacity as issuer, the “Issuer”) in favour of the holders of Notes as amended and restated on 7 June 2018 (the
“Instrument”), which includes the form of the Notes referred to below. An amended and restated Agency
Agreement dated 7 June 2018 (as amended and/or supplemented and/or restated as at the date of issue of the Notes
(the “Issue Date”), the “Agency Agreement”) has been entered into in relation to the Notes by Caixa Econdmica
Montepio Geral, caixa econdmica bancaria, S.A. in its capacity as Issuer and in its capacity as agent (in such
capacity, the “Agent”). Copies of the Agency Agreement are available for inspection during usual business hours at
the registered office of the Agent (presently at Rua Aurea 219-241, 1100-062 Lisbon, Portugal).

The Noteholders are entitled to the benefit of, are bound by, and are deemed to have notice of, all the provisions of
the Instrument, and are deemed to have notice of those provisions applicable to them of the Agency Agreement.

Form, Denomination and Title

Notes are issued in dematerialised book-entry (forma escritural) and registered nominative (nominativas) form, in
the Specified Denomination as specified in the applicable Final Terms provided that in the case of any Notes which
are to be admitted to trading on a regulated market within the European Economic Union or offered to the public in
a Member State of the European Economic Area in circumstances which require the publication of a prospectus
under the Prospectus Directive, the minimum Specified Denomination shall be €100,000 (or its equivalent in other
currencies as at the date of issue of the relevant Notes) as specified in the applicable Final Terms.

The Notes will be registered by Interbolsa — Sociedade Gestora de Sistemas de Liquida¢do e de Sistemas
Centralizados de Valores Mobiliarios, S.A. (“Interbolsa”) as management entity of the Portuguese Centralised
System of Registration of Securities (Central de Valores Mobiliarios) (“CVM”).

The Notes shall be issued in registered form (nominativas), not bearer form, whether in definitive bearer form or
otherwise.

Each person shown in the individual securities account held with an affiliated member of Interbolsa as having an
interest in the Notes shall be considered the holder of the principal amount of Notes recorded. One or more
certificates in relation to the Notes (each a “Certificate”) will be delivered by the relevant affiliated member of
Interbolsa in respect of its registered holding of Notes upon the request by the relevant Noteholder and in
accordance with that affiliated member’s procedures and pursuant to article 78 of the Portuguese Securities Code
(Codigo dos Valores Mobiliarios).

Title to the Notes passes upon registration in the individual securities account held with an affiliated member of
Interbolsa. Any Noteholder will (except as otherwise required by law) be treated as its absolute owner for all
purposes (whether or not it is overdue and regardless of any notice of ownership, trust or any interest or any writing
on, or the theft or loss of, the Certificate issued in respect of it) and no person will be liable for so treating the
Noteholder.

This Note is a Senior Note or a Subordinated Note as specified in the applicable Final Terms.

55



3

This Note is a Fixed Rate Note, a Reset Note, a Floating Rate Note or Zero Coupon Note, a combination of any of

the foregoing or any other kind of Note, depending upon the Interest and Redemption/Payment Basis specified in

the applicable Final Terms.

In these Conditions, “Noteholder” and (in relation to a Note) “holder” means the person in whose name a Note is

registered in the records of an affiliated member of Interbolsa.

Status

()

(b)

(©)

Status of Senior Notes

The Senior Notes are direct, unconditional, unsecured (subject to the provisions of Condition 3) and
unsubordinated obligations of the Issuer and rank and will rank at least pari passu among themselves and
with all present and future unsecured (subject as aforesaid) and unsubordinated obligations of the Issuer,
save for those that have been accorded by law preferential rights.

Status of Subordinated Notes

The Subordinated Notes are direct and unsecured obligations of the Issuer subordinated as provided below
and rank and will rank pari passu among themselves.

The claims of the holders of the Subordinated Notes against the Issuer in respect of payments pursuant to
the Subordinated Notes will, in the event of the bankruptcy or winding up of the Issuer, (to the extent
permitted by Portuguese law) be subordinated in right of payment in the manner provided in this Condition
2(b) and the Instrument, to the claims of all Senior Creditors of the Issuer but shall rank (a) at least pari
passu with the claims of holders of all obligations of the Issuer which constitute, or would but for any
applicable limitation on the amount of such capital constitute, Tier 2 Capital of the Issuer and all obligations
of the Issuer which rank, or are expressed to rank, pari passu therewith and (b) in priority to (1) the claims
of holders of all share capital of the Issuer, (2) the claims of holders of all obligations of the Issuer which
constitute, or would but for any applicable limitation on the amount of such capital constitute, Tier 1 Capital
of the Issuer, (3) the claims of holders of all undated or perpetual subordinated obligations of the Issuer and
(4) the claims of holders of all other obligations of the Issuer which rank, or are expressed to rank, junior to
the Subordinated Notes or Tier 2 Capital of the Issuer.

For the purposes of this paragraph (b):

“Senior Creditors” means (a) creditors of the Issuer whose claims are admitted to proof in the winding-up
of the Issuer and who are unsubordinated creditors of the Issuer and (b) creditors of the Issuer whose claims
are or are expressed to be subordinated to the claims of other creditors of the Issuer (other than those whose
claims relate to obligations which constitute, or would, but for any applicable limitation on the amount of
such capital, constitute Tier 1 Capital or Tier 2 Capital of the Issuer, or whose claims otherwise rank or are
expressed to rank pari passu with, or junior to, the claims of holders of the Subordinated Notes);

“Tier 1 Capital” has the meaning given to it by the Applicable Banking Regulations from time to time; and
“Tier 2 Capital” has the meaning given to it by the Applicable Banking Regulations from time to time.
No Set-Off in respect of Subordinated Notes

No holder of a Subordinated Note may exercise or claim any right of set-off or netting in respect of any
amount owed by it to the Issuer arising out of or in connection with the Subordinated Notes and each such
holder of a Subordinated Note shall, by virtue of its subscription, purchase or holding of any such
Subordinated Note, be deemed to have waived all such rights of set-off or netting.

Negative Pledge in relation to the Senior Notes
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(@)

(b)

Restriction

So long as any of the Senior Notes remains outstanding (as defined in the Instrument) neither the Issuer nor
any of its Subsidiaries (as defined in Condition 9) shall create or permit to subsist any mortgage, charge,
pledge, lien or other form of encumbrance or security interest (“Security”) upon the whole or any part of its
undertaking, assets or revenues present or future to secure any Relevant Indebtedness, or any guarantee of
or indemnity in respect of any Relevant Indebtedness unless, at the same time or prior thereto, the Issuer’s
obligations under the Senior Notes (A) are secured equally and rateably therewith in the same manner or
benefit from a guarantee or indemnity in substantially identical terms thereto, as the case may be, or (B)
have the benefit of such other security, guarantee, indemnity or other arrangement as shall be approved by
an Extraordinary Resolution of the Senior Noteholders.

Relevant Indebtedness

For the purposes of this Condition, “Relevant Indebtedness” means any present or future (actual or
contingent) indebtedness for money borrowed or raised in the form of, or represented by, bonds, notes,
debentures, debenture stock, loan stock, certificates or other instruments that are, or are capable of being,
quoted, listed or traded on any stock exchange, or other securities market (including, without limitation, any
over-the-counter market) (other than an issue which is placed in Portugal in an amount greater than 50 per
cent. of its aggregate principal amount). For the avoidance of doubt, “indebtedness for money borrowed
or raised”, for the purpose of this definition, does not include preference shares or any other equity
securities or Covered Bonds (as defined below).

“Covered Bonds” means any mortgage-backed bonds and/or covered bonds or notes issued by the Issuer,
the obligations of which benefit from a special creditor privilege (privilégio creditorio especial) as a result
of them being collateralised by a defined pool of assets comprised of mortgage loans or other loans
permitted by applicable Portuguese legislation to be included in the pool of assets and where the
requirements for that collateralisation are regulated by applicable Portuguese legislation.

4  Interest and other Calculations

(@)

(b)

Interest on Fixed Rate Notes

Each Fixed Rate Note bears interest on its outstanding nominal amount from (and including) the Interest
Commencement Date at the rate per annum (expressed as a percentage) equal to the Rate of Interest, such
interest being payable in arrear on each Interest Payment Date. The amount of interest payable shall be
determined in accordance with Condition 4(g).

Interest on Reset Notes
)] Rates of Interest and Interest Payment Dates
Each Reset Note bears interest:

(A) from (and including) the Interest Commencement Date specified in the applicable Final Terms
to (but excluding) the First Reset Date at the rate per annum equal to the Initial Rate of
Interest;

(B) from (and including) the First Reset Date to (but excluding) the Second Reset Date or, if no
such Second Reset Date is specified in the applicable Final Terms, the Maturity Date at the
rate per annum equal to the First Reset Rate of Interest; and

(C)  for each Subsequent Reset Period thereafter (if any), at the rate per annum equal to the
relevant Subsequent Reset Rate of Interest,
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(i)

(1ii)

(iv)

payable, in each case, in arrear on the date(s) so specified in the applicable Final Terms on which
interest is payable in each year (each, an “Interest Payment Date”) and on the Maturity Date if that
does not fall on an Interest Payment Date. The Rate of Interest and the Interest Amount payable shall
be determined by the Calculation Agent, (A) in the case of the Rate of Interest, at or as soon as
practicable after each time at which the Rate of Interest is to be determined, and (B) in the case of the
Interest Amount, in accordance with the provisions for calculating amounts of interest in Condition
4(g) and, for such purposes, references in Condition 4(a) to “Fixed Rate Notes” shall be deemed to
be to “Reset Notes” and Condition 4(a) shall be construed accordingly.

Fallbacks

If on any Reset Determination Date the Relevant Screen Page is not available or the Mid-Swap Rate
does not appear on the Relevant Screen Page, the Calculation Agent shall request each of the
Reference Banks (as defined below) to provide the Calculation Agent with its Mid-Market Swap
Rate Quotation as at approximately 11.00 a.m. in the principal financial centre of the Specified
Currency on the Reset Determination Date in question.

If two or more of the Reference Banks provide the Calculation Agent with Mid-Market Swap Rate
Quotations, the First Reset Rate of Interest or the Subsequent Reset Rate of Interest (as applicable)
for the relevant Reset Period shall be the sum of the arithmetic mean (rounded, if necessary, to the
nearest 0.001 per cent. (0.0005 per cent. being rounded upwards)) of the relevant Mid-Market Swap
Rate Quotations and the First Margin or Subsequent Margin (as applicable), all as determined by the
Calculation Agent and with such sum converted as described in the definition of First Reset Rate of
Interest or Subsequent Reset Rate of Interest (as applicable).

If on any Reset Determination Date only one or none of the Reference Banks provides the
Calculation Agent with a Mid-Market Swap Rate Quotation as provided in the foregoing provisions
of this paragraph, the First Reset Rate of Interest or the Subsequent Reset Rate of Interest (as
applicable) shall be determined to be the Rate of Interest as at the last preceding Reset Date or, in the
case of the first Reset Determination Date, the First Reset Rate of Interest shall be the Initial Rate of
Interest.

For the purposes of this Condition 4(b)(ii), “Reference Banks” means the principal office in the
principal financial centre of the Specified Currency of four major banks in the swap, money,
securities or other market most closely connected with the relevant Mid-Swap Rate as selected by the
Issuer on the advice of an investment bank of international repute.

Notification of First Reset Rate of Interest, Subsequent Reset Rate of Interest and Interest Amount

The Calculation Agent will cause the First Reset Rate of Interest, any Subsequent Reset Rate of
Interest and, in respect of a Reset Period, the Interest Amount payable on each Interest Payment Date
falling in such Reset Period to be notified to the Issuer, the Agent and any stock exchange or other
relevant authority on which the relevant Reset Notes are for the time being listed and notice thereof
to be published in accordance with Condition 12 as soon as possible after their determination but in
no event later than the fourth London Business Day (where a “London Business Day” means a day
(other than a Saturday or a Sunday) on which banks and foreign exchange markets are open for
business in London) thereafter. So long as the Notes are listed on the Luxembourg Stock Exchange,
the Issuer will notify the Luxembourg Stock Exchange of any reset Rate of Interest and relevant
Interest Amount(s) no later than the first day of each Reset Period.

Determination or Calculation
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™)

If for any reason the Calculation Agent defaults in its obligation to determine the First Reset Rate of
Interest, a Subsequent Reset Rate of Interest or to calculate any Interest Amount in accordance with
this Condition 4(b), the Issuer (or an agent appointed by it on its behalf) shall determine the First
Reset Rate of Interest or the Subsequent Reset Rate of Interest (as applicable) at such rate as, in its
absolute discretion (having such regard as it shall think fit to the foregoing provisions of this
Condition 4 and to any terms specified in the applicable Final Terms), it shall deem fair and
reasonable in all the circumstances or, as the case may be, the Issuer (or its agent) shall calculate the
Interest Amount(s) in such manner as it shall deem fair and reasonable in all the circumstances and
each such determination or calculation shall be deemed to have been made by the Calculation Agent.

Certificates to be final

All certificates, communications, opinions, determinations, calculations, quotations and decisions
given, expressed, made or obtained for the purposes of the provisions of this Condition 4(b) by the
Calculation Agent shall (in the absence of wilful default, bad faith and manifest error) be binding on
the Issuer, the Agent, the Calculation Agent and all Noteholders and (in the absence of bad faith and
wilful default) no liability to the Issuer or the Noteholders shall attach to the Calculation Agent in
connection with the exercise or non-exercise by it of its powers, duties and discretions pursuant to
such provisions.

(c) Interest on Floating Rate Notes

(M)

(i)

Interest Payment Dates

Each Floating Rate Note bears interest on its outstanding nominal amount from (and including) the
Interest Commencement Date at the rate per annum (expressed as a percentage) equal to the Rate of
Interest, such interest being payable in arrear on each Interest Payment Date. The amount of interest
payable shall be determined in accordance with Condition 4(g). Such Interest Payment Date(s) is/are
either specified in the applicable Final Terms as Specified Interest Payment Dates or, if no Specified
Interest Payment Date(s) is/are specified in the applicable Final Terms, Interest Payment Date shall
mean each date which falls the number of months or other period specified in the applicable Final
Terms as the Specified Period after the preceding Interest Payment Date or, in the case of the first
Interest Payment Date, after the Interest Commencement Date.

Business Day Convention

If any date referred to in these Conditions that is specified to be subject to adjustment in accordance
with a Business Day Convention would otherwise fall on a day that is not a Business Day, then, if the
Business Day Convention specified is (A) the Floating Rate Business Day Convention, such date
shall be postponed to the next day that is a Business Day unless it would thereby fall into the next
calendar month, in which event (x) such date shall be brought forward to the immediately preceding
Business Day and (y) each subsequent such date shall be the last Business Day of the month in which
such date would have fallen had it not been subject to adjustment, (B) the Following Business Day
Convention, such date shall be postponed to the next day that is a Business Day, (C) the Modified
Following Business Day Convention, such date shall be postponed to the next day that is a Business
Day unless it would thereby fall into the next calendar month, in which event such date shall be
brought forward to the immediately preceding Business Day or (D) the Preceding Business Day
Convention, such date shall be brought forward to the immediately preceding Business Day.
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(iii)

Rate of Interest for Floating Rate Notes

The Rate of Interest in respect of Floating Rate Notes for each Interest Accrual Period shall be

determined in the manner specified in the applicable Final Terms and the provisions below relating to

either ISDA Determination or Screen Rate Determination shall apply, depending upon which is

specified in the applicable Final Terms.

(A)

B)

ISDA Determination for Floating Rate Notes

Where ISDA Determination is specified in the applicable Final Terms as the manner in which
the Rate of Interest is to be determined, the Rate of Interest for each Interest Accrual Period
shall be determined by the Calculation Agent as a rate equal to the relevant ISDA Rate plus or
minus (as indicated in the applicable Final Terms) the Margin (if any). For the purposes of
this sub-paragraph (A), “ISDA Rate” for an Interest Accrual Period means a rate equal to the
Floating Rate that would be determined by the Calculation Agent under a Swap Transaction
under the terms of an agreement incorporating the ISDA Definitions and under which:

(x) the Floating Rate Option is as specified in the applicable Final Terms;
(y)  the Designated Maturity is a period specified in the applicable Final Terms; and

(z) the relevant Reset Date is the first day of that Interest Accrual Period unless otherwise
specified in the applicable Final Terms.

For the purposes of this sub-paragraph (A), “Floating Rate”, “Calculation Agent”,
“Floating Rate Option”, “Designated Maturity”, “Reset Date” and “Swap Transaction”
have the meanings given to those terms in the ISDA Definitions.

Screen Rate Determination for Floating Rate Notes

(x)  Where Screen Rate Determination is specified in the applicable Final Terms as the
manner in which the Rate of Interest is to be determined, the Rate of Interest for each
Interest Accrual Period will, subject as provided below, be either:

(1)  the offered quotation; or

(2)  the arithmetic mean of the offered quotations (rounded, if necessary, to the
nearest 0.001 per cent. (0.0005 per cent. being rounded upwards),

(expressed as a percentage rate per annum) for the Reference Rate which appears or
appear, as the case may be, on the Relevant Screen Page as at either 11.00 a.m.
(London time in the case of LIBOR or Brussels time in the case of EURIBOR) on the
Interest Determination Date in question as determined by the Calculation Agent.

If five or more of such offered quotations are available on the Relevant Screen Page,
the highest (or, if there is more than one such highest quotation, one only of such
quotations) and the lowest (or, if there is more than one such lowest quotation, one
only of such quotations) shall be disregarded by the Calculation Agent for the purpose
of determining the arithmetic mean of such offered quotations.

If the Reference Rate from time to time in respect of Floating Rate Notes is specified
in the applicable Final Terms as being other than LIBOR or EURIBOR, the Rate of
Interest in respect of such Notes will be determined as specified in the applicable Final
Terms.
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(y)  If the Relevant Screen Page is not available or if, sub-paragraph (x)(1) applies and no
such offered quotation appears on the Relevant Screen Page or if sub-paragraph (x)(2)
above applies and fewer than three such offered quotations appear on the Relevant
Screen Page in each case as at the time specified above, subject as provided below, the
Calculation Agent shall request, if the Reference Rate is LIBOR, the principal London
office of each of the Reference Banks or, if the Reference Rate is EURIBOR, the
principal Euro-zone office of each of the Reference Banks, to provide the Calculation
Agent with its offered quotation (expressed as a percentage rate per annum) for the
Reference Rate if the Reference Rate is LIBOR, at approximately 11.00 a.m. (London
time), or if the Reference Rate is EURIBOR, at approximately 11.00 a.m. (Brussels
time) on the Interest Determination Date in question. If two or more of the Reference
Banks provide the Calculation Agent with such offered quotations, the Rate of Interest
for such Interest Period shall be the arithmetic mean of such offered quotations as
determined by the Calculation Agent.

(z)  If paragraph (y) above applies and the Calculation Agent determines that fewer than
two Reference Banks are providing offered quotations, subject as provided below, the
Rate of Interest shall be the arithmetic mean of the rates per annum (expressed as a
percentage) as communicated to (and at the request of) the Calculation Agent by the
Reference Banks or any two or more of them, at which such banks were offered, if the
Reference Rate is LIBOR, at approximately 11.00 a.m. (London time) or, if the
Reference Rate is EURIBOR, at approximately 11.00 a.m. (Brussels time) on the
relevant Interest Determination Date, deposits in the Specified Currency for a period
equal to that which would have been used for the Reference Rate by leading banks in,
if the Reference Rate is LIBOR, the London inter-bank market or, if the Reference
Rate is EURIBOR, the Euro-zone inter-bank market, as the case may be, or, if fewer
than two of the Reference Banks provide the Calculation Agent with such offered
rates, the offered rate for deposits in the Specified Currency for a period equal to that
which would have been used for the Reference Rate, or the arithmetic mean of the
offered rates for deposits in the Specified Currency for a period equal to that which
would have been used for the Reference Rate, at which, if the Reference Rate is
LIBOR, at approximately 11.00 a.m. (London time) or, if the Reference Rate is
EURIBOR, at approximately 11.00 a.m. (Brussels time), on the relevant Interest
Determination Date, any one or more banks (which bank or banks is or are in the
opinion of the Issuer suitable for such purpose) informs the Calculation Agent it is
quoting to leading banks in, if the Reference Rate is LIBOR, the London inter-bank
market or, if the Reference Rate is EURIBOR, the Euro-zone inter-bank market, as the
case may be, provided that, if the Rate of Interest cannot be determined in accordance
with the foregoing provisions of this paragraph, the Rate of Interest shall be
determined as at the last preceding Interest Determination Date (though substituting,
where a different Margin or Maximum or Minimum Rate of Interest is to be applied to
the relevant Interest Accrual Period from that which applied to the last preceding
Interest Accrual Period, the Margin or Maximum or Minimum Rate of Interest relating
to the relevant Interest Accrual Period, in place of the Margin or Maximum or
Minimum Rate of Interest relating to that last preceding Interest Accrual Period.

(C) Linear Interpolation

Where Linear Interpolation is specified in the relevant Final Terms as applicable in respect of
an Interest Accrual Period, the Rate of Interest for such Interest Accrual Period shall be
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(d)

(e)

(f)

calculated by the Calculation Agent by straight line linear interpolation by reference to two
rates based on the relevant Reference Rate (where Screen Rate Determination is specified in
the relevant Final Terms as applicable) or the relevant Floating Rate Option (where ISDA
Determination is specified in the relevant Final Terms as applicable), one of which shall be
determined as if the Applicable Maturity were the period of time for which rates are available
next shorter than the length of the relevant Interest Accrual Period and the other of which
shall be determined as if the Applicable Maturity were the period of time for which rates are
available next longer than the length of the relevant Interest Accrual Period provided however
that if there is no rate available for the period of time next shorter or, as the case may be, next
longer, then the Calculation Agent shall determine such rate at such time and by reference to
such sources as it determines appropriate.

“Applicable Maturity” means: (a) in relation to Screen Rate Determination, the period of
time designated in the Reference Rate, and (b) in relation to ISDA Determination, the
Designated Maturity.

Zero Coupon Notes

Where a Note the Interest Basis of which is specified to be Zero Coupon is repayable prior to the Maturity
Date and is not paid when due, the amount due and payable prior to the Maturity Date shall be the Early
Redemption Amount of such Note. As from the Maturity Date, the Rate of Interest for any overdue principal
of such a Note shall be a rate per annum (expressed as a percentage) equal to the Amortisation Yield (as
described in Condition 5(b)(i)(B).

Accrual of Interest

Interest shall cease to accrue on each Note on the due date for redemption unless, upon due presentation,
payment is improperly withheld or refused, in which event interest shall continue to accrue (as well after as
before judgment) at the Rate of Interest in the manner provided in this Condition 4 to the Relevant Date (as
defined in Condition 7).

Margin, Maximum/Minimum Rates of Interest and Redemption Amounts and Rounding

1) If any Margin is specified in the applicable Final Terms (either (x) generally, or (y) in relation to one
or more Interest Accrual Periods), an adjustment shall be made to all Rates of Interest, in the case of
(x), or the Rates of Interest for the specified Interest Accrual Periods, in the case of (y), calculated in
accordance with Condition 4(c) above by adding (if a positive number) or subtracting the absolute
value (if a negative number) of such Margin, subject always to the next paragraph.

(il)  If any Maximum or Minimum Rate of Interest or Redemption Amount is specified in the applicable
Final Terms, then any Rate of Interest or Redemption Amount shall be subject to such maximum or
minimum, as the case may be.

(i)  For the purposes of any calculations required pursuant to these Conditions (unless otherwise
specified), (x) all percentages resulting from such calculations shall be rounded, if necessary, to the
nearest one hundred-thousandth of a percentage point (with halves being rounded up), (y) all figures
shall be rounded to seven significant figures (with halves being rounded up) and (z) all currency
amounts that fall due and payable shall be rounded to the nearest unit of such currency (with halves
being rounded up), save in the case of yen, which shall be rounded down to the nearest yen. For these
purposes “unit” means the lowest amount of such currency that is available as legal tender in the
countries of such currency.
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(@)

(h)

Calculations

The amount of interest payable per Calculation Amount in respect of any Note for any Interest Accrual
Period shall be equal to the product of the Rate of Interest, the Calculation Amount specified in the
applicable Final Terms, and the Day Count Fraction for such Interest Accrual Period, unless an Interest
Amount (or a formula for its calculation) is applicable to such Interest Accrual Period, in which case the
amount of interest payable per Calculation Amount in respect of such Note for such Interest Accrual Period
shall equal such Interest Amount (or be calculated in accordance with such formula). Where any Interest
Period comprises two or more Interest Accrual Periods, the amount of interest payable per Calculation
Amount in respect of such Interest Period shall be the sum of the Interest Amounts payable in respect of
each of those Interest Accrual Periods.

Determination and Publication of Rates of Interest, Interest Amounts, Final Redemption Amounts,
Early Redemption Amounts and Optional Redemption Amounts

The Calculation Agent shall, as soon as practicable on each Interest Determination Date, or such other time
on such date as the Calculation Agent may be required to calculate any Rate or amount, obtain any quotation
or make any determination or calculation, determine such rate and calculate the Interest Amounts in respect
of each Specified Denomination of the Notes for the relevant Interest Accrual Period, calculate the Final
Redemption Amount, Early Redemption Amount or Optional Redemption Amount, obtain such quotation or
make such determination or calculation, as the case may be, and cause the Rate of Interest and the Interest
Amounts for each Interest Period and the relevant Interest Payment Date and, if required to be calculated,
the Final Redemption Amount, Early Redemption Amount or Optional Redemption Amount to be notified
to the Issuer, the Agent, the Noteholders, any other Calculation Agent appointed in respect of the Notes that
is to make a further calculation upon receipt of such information and, if the Notes are listed on a stock
exchange and the rules of such exchange so require, such exchange as soon as possible after their
determination but in no event later than (i) the commencement of the relevant Interest Period, if determined
prior to such time, in the case of notification to such exchange of a Rate of Interest and Interest Amount, or
(i1) in all other cases, the fourth Business Day after such determination. Where any Interest Payment Date or
Interest Period Date is subject to adjustment pursuant to Condition 4(c)(ii), the Interest Amounts and the
Interest Payment Date so published may subsequently be amended without notice in the event of an
extension or shortening of the Interest Period. If the Notes become due and payable under Condition 9, the
accrued interest and the Rate of Interest payable in respect of the Notes shall nevertheless continue to be
calculated as previously in accordance with this Condition but no publication of the Rate of Interest or the
Interest Amount so calculated need be made. The determination of any rate or amount, the obtaining of each
quotation and the making of each determination or calculation by the Calculation Agent(s) shall (in the
absence of manifest error) be final and binding upon all parties.

(i) Determination or Calculation

If the Calculation Agent does not at any time for any reason determine or calculate the Rate of Interest for
an Interest Accrual Period or any Interest Amount, Final Redemption Amount, Early Redemption Amount or
Optional Redemption Amount, the Issuer shall do so (or shall appoint an agent on its behalf to do so) and
such determination or calculation shall be deemed to have been made by the Calculation Agent. In doing so,
the Issuer shall apply the foregoing provisions of this Condition, with any necessary consequential
amendments, to the extent that, in its opinion, it can do so, and, in all other respects it shall do so in such
manner as it shall deem fair and reasonable in all the circumstances.
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@)

Definitions

In these Conditions, unless the context otherwise requires, the following defined terms shall have the

meanings set out below:

“Business Day” means:

(@)

(i)

(1ii)

in the case of a currency other than euro, a day (other than a Saturday or Sunday) on which
commercial banks and foreign exchange markets settle payments in the principal financial centre for
such currency and/or

in the case of euro, a day on which the TARGET system is operating (a “TARGET Business Day”)
and/or

in the case of a currency and/or one or more Additional Business Centres a day (other than a
Saturday or a Sunday) on which commercial banks and foreign exchange markets settle payments in
such currency in the Additional Business Centre(s) or, if no currency is indicated, generally in each
of the Additional Business Centres.

“Day Count Fraction” means, in respect of the calculation of an amount of interest on any Note for any

period of time (from and including the first day of such period to but excluding the last) (whether or not

constituting an Interest Period or Interest Accrual Period, the “Calculation Period”):

(M)

(i)

(iii)

(iv)

if “Actual/Actual” or “Actual/Actual — ISDA” is specified in the applicable Final Terms, the actual
number of days in the Calculation Period divided by 365 (or, if any portion of that Calculation Period
falls in a leap year, the sum of (A) the actual number of days in that portion of the Calculation Period
falling in a leap year divided by 366 and (B) the actual number of days in that portion of the
Calculation Period falling in a non-leap year divided by 365)

if “Actual/365 (Fixed)” is specified in the applicable Final Terms, the actual number of days in the
Calculation Period divided by 365

if “Actual/360” is specified in the applicable Final Terms, the actual number of days in the
Calculation Period divided by 360

if “30/360”, “360/360” or “Bond Basis” is specified in the applicable Final Terms, the number of
days in the Calculation Period divided by 360, calculated on a formula basis as follows:

B60x (v, -, ]+ pox (M, - M, )}+(D, - D, )
360

Day Count Fraction =

where:
“Y,” is the year, expressed as a number, in which the first day of the Calculation Period falls;

“Y,” is the year, expressed as a number, in which the day immediately following the last day
included in the Calculation Period falls;

“M,” is the calendar month, expressed as a number, in which the first day of the Calculation Period
falls;

“M,” is the calendar month, expressed as number, in which the day immediately following the last
day included in the Calculation Period falls;

“D,” is the first calendar day, expressed as a number, of the Calculation Period, unless such number
would be 31, in which case D; will be 30; and
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™)

(vi)

“D,” is the calendar day, expressed as a number, immediately following the last day included in the
Calculation Period, unless such number would be 31 and D; is greater than 29, in which case D2 will
be 30

if “30E/360” or “Eurobond Basis” is specified in the applicable Final Terms, the number of days in
the Calculation Period divided by 360, calculated on a formula basis as follows:

360 (v, -, )|+ [30x (M, — M, )]+ (D, - D, )
360

Day Count Fraction =

where:
“Y,” is the year, expressed as a number, in which the first day of the Calculation Period falls;

“Y,” is the year, expressed as a number, in which the day immediately following the last day
included in the Calculation Period falls;

“M,” is the calendar month, expressed as a number, in which the first day of the Calculation Period
falls;

“M,” is the calendar month, expressed as a number, in which the day immediately following the last
day included in the Calculation Period falls;

“D,” is the first calendar day, expressed as a number, of the Calculation Period, unless such number
would be 31, in which case D; will be 30; and

“D,” is the calendar day, expressed as a number, immediately following the last day included in the
Calculation Period, unless such number would be 31, in which case D, will be 30

if “30E/360 (ISDA)” is specified in the applicable Final Terms, the number of days in the Calculation
Period divided by 360, calculated on a formula basis as follows:

360x(v, - v, )J+[30x(M, - M, )]+ (D, -D,)

Day Count Fraction =

where:
“Y,” is the year, expressed as a number, in which the first day of the Calculation Period falls;

“Y,” is the year, expressed as a number, in which the day immediately following the last day
included in the Calculation Period falls;

“M,” is the calendar month, expressed as a number, in which the first day of the Calculation Period
falls;

“M,” is the calendar month, expressed as a number, in which the day immediately following the last
day included in the Calculation Period falls;

“D,” is the first calendar day, expressed as a number, of the Calculation Period, unless (i) that day is
the last day of February or (ii) such number would be 31, in which case D; will be 30; and

“D,” is the calendar day, expressed as a number, immediately following the last day included in the
Calculation Period, unless (i) that day is the last day of February but not the Maturity Date or (ii)
such number would be 31, in which case D, will be 30
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(vii) if “Actual/Actual-ICMA” is specified in the applicable Final Terms,

(a)  if the Calculation Period is equal to or shorter than the Determination Period during
which it falls, the number of days in the Calculation Period divided by the product
of (x) the number of days in such Determination Period and (y) the number of
Determination Periods normally ending in any year; and

(b)  if the Calculation Period is longer than one Determination Period, the sum of:

(x)  the number of days in such Calculation Period falling in the Determination Period in
which it begins divided by the product of (1) the number of days in such
Determination Period and (2) the number of Determination Periods normally ending in
any year; and

(y)  the number of days in such Calculation Period falling in the next Determination Period
divided by the product of (1) the number of days in such Determination Period and (2)
the number of Determination Periods normally ending in any year where:

“Determination Period” means the period from and including a Determination Date
in any year to but excluding the next Determination Date and

“Determination Date” means the date specified as such in the applicable Final Terms
or, if none is so specified, the Interest Payment Date.

“EURIBOR” means the euro interbank offered rate administered by the European Money Markets Institute.

“Euro-zone” means the region comprised of member states of the European Union that adopt the single
currency in accordance with the Treaty establishing the European Community as amended from time to
time.

“First Margin” means the margin specified as such in the applicable Final Terms.
“First Reset Date” means the date specified in the applicable Final Terms.

“First Reset Period” means the period from (and including) the First Reset Date until (but excluding) the
Second Reset Date or, if no such Second Reset Date is specified in the applicable Final Terms, the Maturity
Date.

“First Reset Rate of Interest” means, in respect of the First Reset Period and subject to Condition 4(b)(ii)
and 4(b)(iv), the rate of interest determined by the Calculation Agent on the relevant Reset Determination
Date as the sum of the relevant Mid-Swap Rate and the First Margin (with such sum converted (if
necessary) from a basis equivalent to the Fixed Leg Frequency to a basis equivalent to the frequency with
which scheduled interest payments are payable on the relevant Notes during the First Reset Period (such
calculation to be made by the Calculation Agent).

“Fixed Leg Frequency” means the frequency specified as such in the applicable Final Terms.
“Initial Rate of Interest” has the meaning specified in the applicable Final Terms.

“Interest Accrual Period” means the period beginning on (and including) the Interest Commencement
Date and ending on (but excluding) the first Interest Period Date and each successive period beginning on
(and including) an Interest Period Date and ending on (but excluding) the next succeeding Interest Period
Date.
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“Interest Amount” means:

(1) in respect of an Interest Accrual Period, the amount of interest payable per Calculation Amount for
that Interest Accrual Period and which, in the case of Fixed Rate Notes, and unless otherwise
specified in the applicable Final Terms, shall mean the Fixed Coupon Amount or Broken Amount
specified in the applicable Final Terms as being payable on the Interest Payment Date ending the
Interest Period of which such Interest Accrual Period forms part; and

(1)  in respect of any other period, the amount of interest payable per Calculation Amount for that period.

“Interest Commencement Date” means the Issue Date or such other date as may be specified in the
applicable Final Terms.

“Interest Determination Date” means, with respect to a Rate of Interest and Interest Accrual Period, the
date specified as such in the applicable Final Terms or, if none is so specified, (i) the first day of such
Interest Accrual Period if the Specified Currency is British Pound Sterling or (ii) the day falling two
Business Days in London for the Specified Currency prior to the first day of such Interest Accrual Period if
the Specified Currency is neither British Pound Sterling nor euro or (iii) the day falling two TARGET
Business Days prior to the first day of such Interest Accrual Period if the Specified Currency is euro.

“Interest Period” means the period beginning on (and including) the Interest Commencement Date and
ending on (but excluding) the first Interest Payment Date and each successive period beginning on (and
including) an Interest Payment Date and ending on (but excluding) the next succeeding Interest Payment
Date.

“Interest Period Date” means each Interest Payment Date unless otherwise specified in the applicable
Final Terms.

“ISDA Definitions” means the 2006 ISDA Definitions, as published by the International Swaps and
Derivatives Association, Inc., unless otherwise specified in the applicable Final Terms.

“LIBOR” means the London interbank offered rate administered by ICE Benchmark Administration
Limited.

“Mid-Market Swap Rate” means for any Reset Period the mean of the bid and offered rates for the fixed
leg payable with a frequency equivalent to the Fixed Leg Frequency (as specified in the applicable Final
Terms) (calculated on the day count basis customary for fixed rate payments in the Specified Currency as
determined by the Calculation Agent) of a fixed-for-floating interest rate swap transaction in the Specified
Currency which transaction (i) has a term equal to the relevant Reset Period and commencing on the
relevant Reset Date, (ii) is in an amount that is representative for a single transaction in the relevant market
at the relevant time with an acknowledged dealer of good credit in the swap market and (iii) has a floating
leg based on the Mid-Swap Floating Leg Benchmark Rate for the Floating Leg Frequency (as specified in
the applicable Final Terms) (calculated on the day count basis customary for floating rate payments in the
Specified Currency as determined by the Calculation Agent).

“Mid-Market Swap Rate Quotation” means a quotation (expressed as a percentage rate per annum) for
the relevant Mid-Market Swap Rate.

“Mid-Swap Floating Leg Benchmark Rate” means EURIBOR if the Specified Currency is euro or
LIBOR for the Specified Currency if the Specified Currency is not euro.

“Mid-Swap Rate” means, in relation to a Reset Determination Date and subject to Condition 4(b)(ii),
either:
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1) if Single Mid-Swap Rate is specified in the applicable Final Terms, the rate for swaps in the
Specified Currency:

(A)  with a term equal to the relevant Reset Period; and
(B) commencing on the relevant Reset Date,
which appears on the Relevant Screen Page; or

(ii)  if Mean Mid-Swap Rate is specified in the applicable Final Terms, the arithmetic mean (expressed as
a percentage rate per annum and rounded, if necessary, to the nearest 0.001 per cent. (0.0005 per
cent. being rounded upwards)) of the bid and offered swap rate quotations for swaps in the Specified
Currency:

(A)  with a term equal to the relevant Reset Period; and
(B) commencing on the relevant Reset Date,
which appear on the Relevant Screen Page,

in either case, as at approximately 11.00 a.m. in the principal financial centre of the Specified
Currency on such Reset Determination Date, all as determined by the Calculation Agent.

“Rate of Interest” means, in the case of Reset Notes, the Initial Rate of Interest, the First Reset Rate of
Interest or the Subsequent Reset Rate of Interest, as applicable, and in any other case, the rate of interest
payable from time to time in respect of the Note and that is either specified or calculated in accordance with
the provisions hereon.

“Reference Banks” means, in the case of a determination of LIBOR, the principal London office of four
major banks in the London inter-bank market and, in the case of a determination of EURIBOR, the principal
Euro-zone office of four major banks in the Euro-zone inter-bank market, in each case selected by the
Calculation Agent or as specified in the applicable Final Terms.

“Reference Rate” means the rate, being either LIBOR or EURIBOR, specified as such in the applicable
Final Terms.

“Relevant Screen Page” means such page, section, caption, column or other part of a particular information
service as may be specified in the applicable Final Terms, or such replacement page on that service which
displays the information.

“Reset Date” means the First Reset Date, the Second Reset Date and each Subsequent Reset Date (as
applicable), in each case as adjusted (if so specified in the applicable Final Terms) in accordance with
Condition 4(a) as if the relevant Reset Date was an Interest Payment Date.

“Reset Determination Date” means, in respect of the First Reset Period, the second Business Day prior to
the First Reset Date, in respect of the first Subsequent Reset Period, the second Business Day prior to the
Second Reset Date and, in respect of each Subsequent Reset Period thereafter, the second Business Day
prior to the first day of each such Subsequent Reset Period.

“Reset Period” means the First Reset Period or a Subsequent Reset Period, as the case may be.
“Second Reset Date” means the date specified in the applicable Final Terms.

“Specified Currency” means the currency specified as such in the applicable Final Terms or, if none is
specified, the currency in which the Notes are denominated.

“Subsequent Margin” means the margin specified as such in the applicable Final Terms.
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“Subsequent Reset Date” means the date or dates specified in the applicable Final Terms.

“Subsequent Reset Period” means the period from (and including) the Second Reset Date to (but
excluding) the next Subsequent Reset Date, and each successive period from (and including) a Subsequent
Reset Date to (but excluding) the next succeeding Subsequent Reset Date.

“Subsequent Reset Rate of Interest” means, in respect of any Subsequent Reset Period and subject to
Condition 4(b)(ii), the rate of interest determined by the Calculation Agent on the relevant Reset
Determination Date as the sum of the relevant Mid-Swap Rate and the relevant Subsequent Margin (with
such sum converted (if necessary) from a basis equivalent to the Fixed Leg Frequency to a basis equivalent
to the frequency with which scheduled interest payments are payable on the relevant Notes during the
Subsequent Reset Period (such calculation to be made by the Calculation Agent)).

“TARGET System” means the Trans-European Automated Real-Time Gross Settlement Express Transfer
(known as TARGET?2) System which was launched on 19 November 2007 or any successor thereto.

(k)  Calculation Agent

The Issuer shall procure that there shall at all times be one or more calculation agents if provision is made
for them in the applicable Final Terms and for so long as any Note is outstanding (as defined in the
Instrument). Where more than one Calculation Agent is appointed in respect of the Notes, references in
these Conditions to the Calculation Agent shall be construed as each Calculation Agent performing its
respective duties under the Conditions. If the Calculation Agent is unable or unwilling to act as such or if
the Calculation Agent fails duly to establish the Rate of Interest for an Interest Period or Interest Accrual
Period or to calculate any Interest Amount, Final Redemption Amount, Early Redemption Amount or
Optional Redemption Amount, as the case may be, or to comply with any other requirement, the Issuer shall
appoint a leading bank or investment banking firm engaged in the interbank market (or, if appropriate,
money, swap or over-the-counter index options market) that is most closely connected with the calculation
or determination to be made by the Calculation Agent (acting through its principal London office or any
other office actively involved in such market) to act as such in its place. The Calculation Agent may not
resign its duties without a successor having been appointed as aforesaid.

5 Redemption, Purchase and Options
(@ Final Redemption

(1) Unless previously redeemed, purchased and cancelled as provided below, each Senior Note or
Subordinated Note shall be finally redeemed on the Maturity Date specified in the applicable Final
Terms at its Final Redemption Amount (which is its nominal amount). Subordinated Notes will have
a minimum maturity of at least five years. For the avoidance of doubt, no payments of principal
under the Notes will be made in instalments.

(b)  Early Redemption
@) Zero Coupon Notes

(A) The Early Redemption Amount payable in respect of any Zero Coupon Note, the Early
Redemption Amount of which is not linked to an index and/or a formula, upon redemption of
such Note pursuant to Condition 5(c) or upon it becoming due and payable as provided in
Condition 9 shall be the Amortised Face Amount (calculated as provided below) of such Note
unless otherwise specified in the applicable Final Terms.

(B)  Subject to the provisions of sub-paragraph (C) below, the Amortised Face Amount of any such
Note shall be the scheduled Final Redemption Amount of such Note on the Maturity Date
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discounted at a rate per annum (expressed as a percentage) equal to the Amortisation Yield
(which, if none is specified in the applicable Final Terms, shall be such rate as would produce
an Amortised Face Amount equal to the issue price of the Notes if they were discounted back
to their issue price on the Issue Date) compounded annually.

(C) If the Early Redemption Amount payable in respect of any such Note upon its redemption
pursuant to Condition 5(c) or upon it becoming due and payable as provided in Condition 9 is
not paid when due, the Early Redemption Amount due and payable in respect of such Note
shall (subject, in the case of Subordinated Notes, to the provisions of Condition 2(b) and
Condition 5(i)) be the Amortised Face Amount of such Note as defined in sub-paragraph (B)
above, except that such subparagraph shall have effect as though the date on which the Note
becomes due and payable were the Relevant Date. The calculation of the Amortised Face
Amount in accordance with this sub-paragraph shall continue to be made (both before and
after judgment) until the Relevant Date, unless the Relevant Date falls on or after the Maturity
Date, in which case the amount due and payable shall be the scheduled Final Redemption
Amount of such Note on the Maturity Date together with any interest that may accrue in
accordance with Condition 4(c).

Where such calculation is to be a made for a period of less than one year, it shall be made on the
basis of the Day Count Fraction specified in the applicable Final Terms.

(i)  Other Notes

The Early Redemption Amount payable in respect of any Note (other than Notes described in (i)
above), upon redemption of such Note pursuant to Condition 5(c) or upon it becoming due and
payable as provided in Condition 9, shall be the Final Redemption Amount (together with any
accrued interest).

Redemption for Taxation Reasons

The Notes may be redeemed at the option of the Issuer in whole, but not in part, (but subject to Condition
5(i) in the case of Subordinated Notes) at any time (if this Note is not a Floating Rate Note) or on any
Interest Payment Date (if this Note is a Floating Rate Note), on giving not less than 30 nor more than 60
days’ notice to the Noteholders (which notice shall be irrevocable) at their Early Redemption Amount (as
described in Condition 5(b) above) (together with interest accrued (but unpaid) to the date fixed for
redemption), if (i) the Issuer has or will become obliged to pay additional amounts as described under
Condition 7 as a result of any change in, or amendment to, the laws or regulations of Portugal or any
political subdivision or any authority thereof or therein having power to tax, or any change in the
application or official interpretation of such laws or regulations, which change or amendment becomes
effective on or after the Issue Date, and (ii) such obligation cannot be avoided by the Issuer taking
reasonable measures available to it, provided that no such notice of redemption shall be given earlier than
90 days prior to the earliest date on which the Issuer would be obliged to pay such additional amounts were
a payment in respect of the Notes then due. Before the publication of any notice of redemption pursuant to
this paragraph, the Issuer shall deliver to the Agent (1) a certificate signed by two directors of the Issuer
stating that the Issuer is entitled to effect such redemption and setting forth a statement of facts showing that
the conditions precedent to the right of the Issuer so to redeem have occurred and (2) an opinion of
independent legal advisers of recognised standing to the effect that the Issuer has or will become obliged to
pay such additional amounts as a result of such change or amendment. Upon the expiry of any such notice
as is referred to in this Condition 5(c), the Issuer shall be bound to redeem the Notes in accordance with this
Condition 5(¢).
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This Condition 5(c) shall only apply in the case of Subordinated Notes if the conditions set out in Condition
5(i) below have been satisfied.

Redemption at the Option of the Issuer

If Call Option is specified in the applicable Final Terms, such Call Option cannot occur earlier than five
years from the relevant Issue Date in the case of Subordinated Notes (but subject, in the case of
Subordinated Notes, to the provisions of Condition 5(i)), the Issuer may, on giving not less than 15 nor more
than 30 days’ irrevocable notice to the Noteholders (or such other notice period as may be specified in the
applicable Final Terms) redeem all or, if so provided, some of the Notes on any Optional Redemption Date.
Any such redemption of Notes shall be at their Optional Redemption Amount together with interest accrued
(but unpaid) to the date fixed for redemption. Any such redemption or exercise must relate to Notes of a
nominal amount at least equal to the Minimum Redemption Amount to be redeemed specified in the
applicable Final Terms and no greater than the Maximum Redemption Amount to be redeemed specified in
the applicable Final Terms.

All Notes in respect of which any such notice is given shall be redeemed on the date specified in such notice
in accordance with this Condition.

In the case of a partial redemption, the notice to Noteholders shall also contain the information required for
compliance with any applicable laws and stock exchange or other relevant authority requirements.

Redemption due to a Change in Regulatory Capital Treatment

Subordinated Notes may be redeemed at the option of the Issuer in whole, but not in part, (but subject to
Condition 5(i)) at any time (if this Subordinated Note is not a Floating Rate Note) or on any Interest
Payment Date (if this Subordinated Note is a Floating Rate Note), on giving not less than 30 nor more than
60 days’ notice to Noteholders (which notice shall be irrevocable) at their Early Redemption Amount
(together with interest accrued (but unpaid) to the date fixed for redemption) if, at any time, the Issuer
determines that a Capital Event has occurred.

For the purposes of these Conditions:

“Applicable Banking Regulations” means at any time the laws, regulations, requirements, guidelines and
policies relating to capital adequacy then in effect in Portugal and applicable to the Issuer, including,
without limitation to the generality of the foregoing, those regulations, requirements, guidelines and policies
relating to capital adequacy then in effect of the Relevant Authority and/or any regulation, directive or other
binding rules, standards or decisions adopted by the institutions of the European Union (including, for the
avoidance of doubt, Regulation (EU) No. 575/2013 of the European Parliament and of the Council of 26
June 2013 on prudential requirements for credit institutions and investment firms (as amended from time to
time));

“Capital Event” means the determination by the Issuer after consultation with the Relevant Authority that
all or any part of the Notes are not eligible for inclusion in the Tier 2 capital of the Issuer or the Group
pursuant to Applicable Banking Regulations (other than as a result of any applicable limitation on the
amount of such capital as applicable to the Issuer or the Group, as the case may be). For the avoidance of
doubt, any amortisation of the Notes pursuant to Article 64 of the Regulation (EU) No. 575/2013 of the
European Parliament and of the Council of 26 June 2013 on prudential requirements for credit institutions
and investment firms amending Regulation (EU) No. 648/2012, (or any equivalent or successor provision)
shall not constitute a Capital Event;

“Group” means the Issuer and its subsidiaries taken as a whole; and
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(h)

“Relevant Authority” means the Bank of Portugal, the European Central Bank or such other authority
(whether in Portugal or elsewhere) having primary responsibility for prudential supervision of the Issuer.

Redemption at the Option of Noteholders

If, in relation to Senior Notes only, Put Option is specified in the applicable Final Terms, the Issuer shall, at
the option of the holder of any such Note, upon the holder of such Note giving not less than 15 nor more
than 30 days’ notice to the Issuer (or such other notice period as may be specified in the applicable Final
Terms) redeem such Note on the Optional Redemption Date(s) at its Optional Redemption Amount together
with interest accrued to the date fixed for redemption.

To exercise such option the holder must deliver a notice to the Agent in accordance with the standard
procedures of Interbolsa stating the principal amount of the Notes in respect of which such option is
exercised (a “Put Notice”) to the specified office of the Agent at any time within the notice period during
normal business hours of the Agent. In the Put Notice the relevant Noteholder must specify a bank account
to which payment is to be made under this Condition 5.

Purchases

The Issuer and any of its Subsidiaries (but subject to Condition 5(i) in the case of Subordinated Notes) may
purchase Notes at any price in the open market or otherwise. Such Notes may be held, reissued, resold or, at
the option of the Issuer, or the relevant Subsidiary, surrendered to the Agent for cancellation.

Cancellation

All Notes which are redeemed will forthwith be cancelled in accordance with the applicable regulations of
Interbolsa. All Notes so cancelled shall not be capable of being reissued or resold and the obligations of the
Issuer in respect of any such Notes shall be discharged upon cancellation thereof.

Further Provisions Applicable to Redemption and Purchases of Subordinated Notes

Notwithstanding the foregoing, the Issuer shall not be permitted to redeem or purchase any Subordinated
Notes issued by it prior to the Maturity Date unless the following conditions (in each case, if and to the
extent then required by Applicable Banking Regulations) are satisfied:

1) the Issuer has given any requisite notice to the Relevant Authority and has obtained the Relevant
Authority’s prior permission or non-objection to the redemption or purchase (as the case may be)
of the Notes;

(i1) such redemption or purchase (as the case may be) is permitted by and complies with Applicable

Banking Regulations; and

(iii) in the case of any redemption of Notes pursuant to Condition 5(c) or Condition 5(e), the Issuer
has demonstrated to the satisfaction of the Relevant Authority:

(A) in the case of Condition 5(e), that the circumstances giving rise to the Capital Event
were not reasonably foreseeable as at the Issue Date of the most recent Tranche of the
Notes and that the change in the applicable regulatory classification is sufficiently
certain; or

(B) in the case of Condition 5(c), that the change in the applicable tax treatment is material
and was not reasonably foreseeable as at the Issue Date of the most recent Tranche of
the Notes.
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Payments

(@)

(b)

(©)

(d)

Payments of Principal and Interest

Payments in respect of Notes will be made by transfer to the registered account of the Noteholders
maintained by or on behalf of it with a bank that processes payments in euro, details of which appear in the
records of the relevant affiliated member of Interbolsa at the close of business on the Payment Business Day
(as defined below) before the due date for payment of principal and or interest.

“Payment Business Day” means a day which (subject to Condition 8):

(a)  is or falls before the due date for payment of principal and or interest; and
(b)  is a TARGET Business Day.

Payments subject to Fiscal Laws

Without prejudice to the provisions of Condition 7, all payments are subject in all cases to (i) any applicable
fiscal or other laws, regulations and directives in the place of payment or other laws to which the Issuer or
its agents agree to be subject and the Issuer will not be liable for any taxes or duties of whatever nature
imposed or levied by such laws, regulations, directives or agreements and (ii) any withholding or deduction
required pursuant to an agreement described in Section 1471(b) of the U.S. Internal Revenue Code of 1986
(the “Code”) or otherwise imposed pursuant to Sections 1471 through 1474 of the Code, any regulations or
agreements thereunder, any official interpretations thereof (without prejudice to the provisions of Condition
7), or any law implementing an intergovernmental approach thereto. No commission or expenses shall be
charged to the Noteholders in respect of such payments.

Appointment of Agents

The Issuer reserves the right at any time to vary or terminate the appointment of the Agent or the
Calculation Agent(s) and to appoint additional or other Agents, provided that the Issuer shall at all times
maintain (i) an Agent, (ii) one or more Calculation Agent(s) where the Conditions so require and (iii) such
other agents as may be required by the rules of any stock exchange on which the Notes may be listed.

Notice of any such change or any change of any specified office shall promptly be given to the Noteholders
in accordance with Condition 12.

Non-Business Days

If any date for payment in respect of any Note is not a business day, the holder shall not be entitled to
payment until the next following business day nor to any interest or other sum in respect of such postponed
payment. In this paragraph, “business day” means a day (other than a Saturday or a Sunday) on which
banks and foreign exchange markets are open for business in Portugal, in such jurisdictions as shall be
specified as “Financial Centres” in the applicable Final Terms and:

(1) (in the case of a payment in a currency other than euro) where payment is to be made by transfer to
an account maintained with a bank in the relevant currency, on which foreign exchange transactions
may be carried on in the relevant currency in the principal financial centre of the country of such
currency; or

(i1)  (in the case of a payment in euro) which is a TARGET Business Day.
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Taxation

(@)

(b)

(©)

Withholding

All payments of principal and interest by or on behalf of the Issuer in respect of the Notes shall (subject to
the conditions and limitations set out below) be made free and clear of, and without withholding or
deduction for, any taxes, duties, assessments or governmental charges of whatever nature imposed, levied,
collected, withheld or assessed by or within Portugal or any political subdivision or any authority therein or
thereof having power to tax, unless such withholding or deduction is required by law. Payments of interest
and other types of remuneration on the Notes will be made without withholding or deduction for or on
account of taxes imposed or levied by the Portuguese Republic where the relevant proof of non-residence
status has been provided by the Noteholders to the direct registration entities prior to the Relevant Date. In
the event that any withholding or deduction for, any taxes, duties, assessments or governmental charges of
whatever nature imposed, levied, collected, withheld or assessed by or within Portugal or any political
subdivision or any authority therein or thereof having power to tax is required by law, the Issuer shall pay
such additional amounts as shall result in receipt by the Noteholders of such amounts as would have been
received by them had no such withholding or deduction been required, except that no such additional
amounts shall be payable with respect to any Note:

)] Other connection

to, or to a third party on behalf of, a holder who is liable to such taxes, duties, assessments or
governmental charges in respect of such Note by reason of his having some connection with Portugal
other than the mere holding of the Note; or

(i)  Lawful avoidance of withholding

(A) to, or to a third party on behalf of, the beneficial owner of the Notes in respect of whom the
information (which may include certificates) required in order to comply with Decree-Law no.
193/2005, of 7 November 2005 (as amended), and any implementing legislation, is not received; or
(B) to, or to a third party on behalf of, the beneficial owner of the Notes (i) in respect of whom the
information and documentation required by Portuguese law in order to comply with any applicable
tax treaty is not received before the Relevant Date, and (ii) who is resident in one of the states which
is party to any such applicable tax treaty; or (C) to, or to a third party on behalf of, the beneficial
owner of the Notes resident in a tax haven jurisdiction as defined in Ministerial order (Portaria) no.
150/2004 of 13 February 2004 (as amended from time to time), with the exception of central banks
and governmental agencies, or non resident legal entities held directly or indirectly in more than 20
per cent. by entities resident in Portugal; or

(iii)  Undisclosed beneficial owners

presented for payment into an account held on behalf of undisclosed beneficial owners where such
beneficial owners are not disclosed for purposes of payment and such disclosure is required by law.

Subordinated Notes

This Condition 7(b) shall only apply to Subordinated Notes. Notwithstanding Condition 7(a), any obligation
to pay additional amounts provided for therein will be limited to payments of interest (and not, for the
avoidance of doubt, to payment of principal or any other amounts) in respect of Subordinated Notes.

Definitions

As used in these Conditions, “Relevant Date” in respect of any Note means the date on which payment in
respect of it first becomes due or (if any amount of the money payable is improperly withheld or refused)
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the date on which payment in full of the amount outstanding is made or (if earlier) the date seven days after
that on which notice is duly given to the Noteholders that, upon further presentation of the Note being made
in accordance with the Conditions, such payment will be made, provided that payment is in fact made upon
such presentation. References in these Conditions to (i) “principal” shall be deemed to include any
premium payable in respect of the Notes, all Final Redemption Amounts, Early Redemption Amounts,
Optional Redemption Amounts, Amortised Face Amounts and all other amounts in the nature of principal
payable pursuant to Condition 5, (ii) “interest” shall be deemed to include all Interest Amounts and all other
amounts payable pursuant to Condition 4 and (iii) “principal” and/or “interest” shall be deemed to include
any additional amounts that may be payable under this Condition.

Prescription

Claims against the Issuer for payment in respect of the Notes shall be prescribed and become void unless made

within twenty years (in the case of principal) or five years (in the case of interest) from the appropriate Relevant

Date in respect of them.

Events of Default

(@)

Senior Notes

In the case of Senior Notes, if any of the following events (“Events of Default”) occurs and is continuing,
any Noteholder may give notice to the Issuer that the Notes are, and they shall immediately become, due
and payable at their Early Redemption Amount together with accrued interest:

(1) Non-Payment

Default is made for more than 10 days (in the case of interest) or seven days (in the case of principal)
in the payment on the due date of interest or principal in respect of any of the Notes; or

(i)  Breach of Other Obligations

The Issuer does not perform or comply with any one or more of its other obligations in the Notes or
the Instrument and such default is incapable of remedy or is not remedied within 30 days after
written notice of such default shall have been given to the Issuer by a Noteholder; or

(ii1)  Cross-Default

(A) any other present or future indebtedness of the Issuer or any of its Subsidiaries (as defined
below) for or in respect of moneys borrowed or raised becomes (or becomes capable of being
declared) due and payable prior to its stated maturity by reason of any actual or potential default,
event of default or the like (howsoever described), or (B) any such indebtedness is not paid when due
or, as the case may be, within any originally applicable grace period, or (C) the Issuer or any of its
Subsidiaries fails to pay when due any amount payable by it under any present or future guarantee
for, or indemnity in respect of, any moneys borrowed or raised, provided that the amount of the
relevant indebtedness, guarantees and/or indemnities in respect of which one or more of the events
mentioned above in this paragraph (iii) have occurred, individually or in the aggregate, exceeds
€10,000,000 (or its equivalent in any other currency or currencies) or, if greater, an amount equal to 1
per cent. of the Issuer's total equity; or

(iv)  Enforcement Proceedings

One or more judgment(s) or order(s) for the payment of any amount is rendered against the Issuer or
any of its Subsidiaries or a distress, attachment, execution or other legal process is levied, enforced

75



™)

(vi)

(vii)

(viii)

(ix)

x)

or sued out on or against any part of the property, assets or revenues of the Issuer or any of its
Subsidiaries and in any of the above cases, is not discharged or stayed within 60 days or, if later, the
date specified therein for payment; or

Security Enforced

Any mortgage, charge, pledge, lien or other encumbrance, present or future, created or assumed by
the Issuer or any of its Subsidiaries becomes enforceable and any step is taken to enforce it
(including the taking of possession or the appointment of a receiver, manager or other similar
person); or

Insolvency

Any of the Issuer or any of its Subsidiaries (i) is (or is, or could be, deemed by law or a court to be)
insolvent or bankrupt or unable to pay its debts, (ii) stops, suspends or threatens to stop or suspend
payment of all or a material part of (or of a particular type of) its debts or (iii) proposes or makes a
general assignment or an arrangement or composition with or for the benefit of the relevant creditors
in respect of any of such debts or a moratorium is agreed or declared in respect of or affecting all or
any part of (or of a particular type of) the debts of the Issuer or any of its Subsidiaries; or

Winding-up

An order is made or an effective resolution passed for the winding-up or dissolution or
administration of the Issuer or any of its Subsidiaries, or the Issuer or any of its Subsidiaries shall
apply or petition for a winding-up or administration order in respect of itself or ceases or through an
official action of its board of directors threatens to cease to carry on all or substantially all of its
business or operations, in each case except for the purpose of and followed by a reconstruction,
amalgamation, reorganisation, merger or consolidation (i) on terms previously approved by an
Extraordinary Resolution (as defined in the Instrument) of the Noteholders or (ii) in the case of a
Subsidiary, whereby the undertaking and assets of the Subsidiary are transferred to or otherwise
vested in the Issuer or another of its Subsidiaries; or

Authorisation and Consents

Any action, condition or thing (including the obtaining or effecting of any necessary consent,
approval, authorisation, exemption, filing, licence, order, recording or registration) at any time
required to be taken, fulfilled or done in order (i) to enable the Issuer lawfully to enter into, exercise
its rights and perform and comply with its obligations under the Notes and the Instrument, (ii) to
ensure that those obligations are legal, valid, binding and enforceable and (iii) to make the Notes and
the Instrument admissible in evidence in the courts of Portugal, is not taken, fulfilled or done; or

lllegality

It is or will become unlawful for the Issuer to perform or comply with any one or more of its
obligations under any of the Notes or Instrument; or

Analogous Events

Any event occurs that under the laws of any relevant jurisdiction has an analogous effect to any of
the events referred to in any of the foregoing paragraphs provided that except in the case of
paragraphs (i) and (vii) such event is materially prejudicial to the interests of the Noteholders.

For the purpose of these Conditions:
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“Subsidiary” means any entity of which the Issuer has control and “control” for the purpose of this
definition means the beneficial ownership whether direct or indirect of the majority of the issued
and/or voting share capital or the right to direct the management and policies of such entity, whether
by the ownership of share capital, contract or otherwise. A certificate by any two authorised officers
of the Issuer listing the entities that are Subsidiaries at any time shall, in the absence of manifest
error, be conclusive and binding on all parties.

Subordinated Notes

In the case of Subordinated Notes, if any one or more of the following events (each an “Event of Default”)
shall occur:

)] bankruptcy or insolvency proceedings are commenced by a court against the Issuer or the Issuer
institutes such proceedings or suspends payments or makes a general arrangement for the benefit of
its creditors; or

(i)  if otherwise than for the purposes of a reconstruction or amalgamation on terms previously approved
by an Extraordinary Resolution of the Noteholders an order is made or an effective resolution is
passed for the winding up of the Issuer,

any Noteholder may give notice to the Issuer that the Subordinated Notes are, and they shall accordingly
thereby forthwith become, immediately due and repayable at their Early Redemption Amount together with
accrued interest. For the avoidance of doubt, no Noteholder may give notice that the Notes shall become
immediately due and payable other than in the circumstances described in paragraphs (i) and (ii) above and
the Issuer shall not be obliged to pay any sum or sums sooner than such sum or sums would otherwise have
been payable by it (other than as described in paragraphs (i) and (ii) above).

Without prejudice to Conditions 9(b)(i) and 9(b)(ii) above, if the Issuer breaches any of its obligations under
the Instrument or the Subordinated Notes (other than any payment obligation of the Issuer under or arising
from the Instrument or the Subordinated Notes, including, without limitation, payment of any principal or
interest in respect of the Subordinated Notes and any damages awarded for breach of any obligations), then
any Noteholder may bring such proceedings as it may think fit to enforce the obligation in question
provided that the Issuer shall not, as a result of the bringing of any such proceeding, be obliged to pay any
sum sooner than the same would otherwise have been payable by it. However, nothing in this
Condition 9(b) shall prevent any Noteholder instituting proceedings for the winding-up of the Issuer and/or
proving in any winding-up of the Issuer in respect of any payment obligations of the Issuer arising from the
Subordinated Notes or the Instrument (including any damages awarded for breach of any such obligation),
subject to a grace period of 10 days (in the case of interest) or seven days (in the case of principal).

10 Meetings of Noteholders and Modification

(@)

Meetings of Noteholders

The Instrument contains provisions for convening meetings of Noteholders to consider any matter affecting
their interests, including the sanctioning by Extraordinary Resolution (as defined in the Instrument) of a
modification of any of these Conditions or any provisions of the Instrument. Such a meeting may be
convened by Noteholders holding not less than 10 per cent. in nominal amount of the Notes for the time
being outstanding. The quorum for any meeting convened to consider an Extraordinary Resolution shall be
two or more persons holding or representing a clear majority in nominal amount of the Notes for the time
being outstanding, or at any adjourned meeting two or more persons being or representing Noteholders
whatever the nominal amount of the Notes held or represented, unless the business of such meeting includes
consideration of proposals, inter alia, (i) to amend the dates of maturity or redemption of the Notes or any
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date for payment of interest or Interest Amounts on the Notes, (ii) to reduce or cancel the nominal amount
of, or any premium payable on redemption of, the Notes, (iii) to reduce the rate or rates of interest in respect
of the Notes or to vary the method or basis of calculating the rate or rates or amount of interest or the basis
for calculating any Interest Amount in respect of the Notes, (iv) if a Minimum and/or a Maximum Rate of
Interest or Redemption Amount is specified in the applicable Final Terms, to reduce any such Minimum
and/or Maximum, (v) to vary any method of, or basis for, calculating the Final Redemption Amount, the
Early Redemption Amount or the Optional Redemption Amount, including the method of calculating the
Amortised Face Amount, (vi) to vary the currency or currencies of payment or denomination of the Notes,
or (vii) to modify the provisions concerning the quorum required at any meeting of Noteholders or the
majority required to pass the Extraordinary Resolution, in which case the necessary quorum shall be two or
more persons holding or representing not less than 75 per cent., or at any adjourned meeting not less than 25
per cent., in nominal amount of the Notes for the time being outstanding. Any Extraordinary Resolution
duly passed shall be binding on Noteholders (whether or not they were present at the meeting at which such
resolution was passed).

(b)  Modification

The Agent and the Issuer may agree, without the consent of the Noteholders (and by acquiring the Notes,
the Noteholders agree that the Agent and the Issuer may, without the consent of the Noteholders), to make
any modification to the provisions of the Conditions or the Instrument which: (i) is not prejudicial to the
interests of the Noteholders; (ii) is of a formal, minor or technical nature; (iii) is made to correct a manifest
or proven error; or (iv) is to comply with mandatory provisions of any applicable law or regulation. Any
such modification shall be binding on the Noteholders and shall be notified to the Noteholders as soon as
practicable.

Further Issues

The Issuer may from time to time without the consent of the Noteholders create and issue further securities either
having the same terms and conditions as the Notes in all respects (or in all respects except for the first payment of
interest on them) and so that such further issue shall be consolidated and form a single series with the outstanding
securities of any series (including the Notes) or upon such terms as the Issuer may determine at the time of their
issue. References in these Conditions to the Notes include (unless the context requires otherwise) any other
securities issued pursuant to this Condition and forming a single series with the Notes.

Notices

Notices to the holders of Notes shall be valid if published in a daily newspaper of general circulation in London
(which is expected to be the Financial Times) and so long as the Notes are admitted to trading on the Luxembourg
Stock Exchange and the rules of the Luxembourg Stock Exchange so require, in a daily newspaper with general
circulation in Luxembourg (which is expected to be the Luxemburger Wort) or on the internet site of the
Luxembourg Stock Exchange (www.bourse.lu). If any such publication is not practicable, notice shall be validly
given if published in another leading daily English language newspaper with general circulation in Europe. Any
such notice shall be deemed to have been given on the date of such publication or, if published more than once or
on different dates, on the first date on which publication is made, as provided above.

The Issuer shall also comply with Portuguese law in respect of Notices.

Contracts (Rights of Third Parties) Act 1999

No person shall have any right to enforce any term or condition of the Notes under the Contracts (Rights of Third
Parties) Act 1999.
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Governing Law and Jurisdiction
(a) Governing Law

The Notes and the Instrument and any non-contractual obligations arising out of or in connection with them
are governed by, and shall be construed in accordance with, English law, save that Conditions 2(b) and 2(c)
and the provisions relating to the form (representacdo formal) and transfer of the Notes, creation of security
over the Notes and the Interbolsa procedures for the exercise of rights under the Notes, and Clause 5 of the
Instrument, and any non-contractual obligations arising out of or in connection therewith are governed by,
and shall be construed in accordance with, Portuguese law.

(b)  Jurisdiction

The Courts of England are to have jurisdiction to settle any disputes that may arise out of or in connection
with any Notes and accordingly any legal action or proceedings arising out of or in connection with any
Notes (“Proceedings”) may be brought in such courts. The Issuer has in the Instrument irrevocably
submitted to the jurisdiction of such courts.

(c)  Service of Process

The Issuer has irrevocably appointed Hackwood Secretaries Limited at its offices presently located at
One Silk Street, London EC2Y 8HQ as its agent in England to receive, for it and on its behalf, service of
process in any Proceedings in England.

Statutory Loss Absorption Powers

Notwithstanding any other term of the Notes or any other agreement, arrangement or understanding between the
Issuer and the Noteholders, by its subscription and/or purchase and holding of the Notes, each Noteholder (which
for the purposes of this Condition 15 includes each holder of a beneficial interest in the Notes) acknowledges,
accepts, consents and agrees:

(1) to be bound by the effect of the exercise of the Loss Absorption Power by the Relevant Resolution
Authority, which may include and result in any of the following, or some combination thereof:

(A) the reduction of all, or a portion, of the Amounts Due on a permanent basis;

B) the conversion of all, or a portion, of the Amounts Due into shares, other securities or other
obligations of the Issuer or another person (and the issue to the holder of such shares, securities or
obligations), including by means of an amendment, modification or variation of the terms of the
Notes, in which case the Noteholder agrees to accept in lieu of its rights under the Notes any such
shares, other securities or other obligations of the Issuer or another person;

©) the cancellation of the Notes or Amounts Due; or

(D) the amendment or alteration of the maturity of the Notes or amendment of the Interest Amount
payable on the Notes, or the date on which the interest becomes payable, including by suspending
payment for a temporary period; and

(i1) that the terms of the Notes are subject to, and may be varied, if necessary, to give effect to, the exercise
of the Loss Absorption Power by the Relevant Resolution Authority.

In these Conditions:

“Amounts Due” means the principal amount, together with any accrued but unpaid interest, and any additional
amounts referred to in Condition 7, if any, due on the Notes. References to such amounts will include amounts that
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have become due and payable, but which have not been paid, prior to the exercise of the Loss Absorption Power by
the Relevant Resolution Authority;

“BRRD” means Directive 2014/59/EU of 15 May establishing the framework for the recovery and resolution of
credit institutions and investment firms or such other directive as may come into effect in place thereof, as
implemented in Portugal, as amended or replaced from time to time and including any other relevant implementing
regulatory provisions; and

“Loss Absorption Power” means any power existing from time to time under, and exercised in compliance with,
any laws, regulations, rules or requirements in effect in Portugal, relating to (i) the transposition of the BRRD, (ii)
Regulation (EU) No. 806/2014 of the European Parliament and of the Council of 15 July 2014, establishing
uniform rules and a uniform procedure for the resolution of credit institutions and certain investment firms in the
framework of the Single Resolution Mechanism and the Single Resolution Fund and amending Regulation (EU)
No. 1093/2010 (as amended or superseded from time to time) and (iii) the instruments, rules and standards created
thereunder, pursuant to which any obligation of certain entities as set out in such law, regulation, rules or
requirements can be reduced, cancelled, suspended, modified, or converted into shares, other securities, or other
obligations;

“Relevant Resolution Authority” means any authority lawfully entitled to exercise or participate in the exercise
of any Loss Absorption Power from time to time.
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FORM OF THE NOTES

General

Interbolsa holds securities through a centralised system (sistema centralizado) composed by interconnected
securities accounts, through which such securities (and inherent rights) are created, held and transferred, and which
allows Interbolsa to control at all times the amount of securities so created, held and transferred. Issuers of
securities, financial intermediaries, the Bank of Portugal and Interbolsa, as the controlling entity, all participate in
such centralised system.

The centralised securities system of Interbolsa provides for all procedures required for the exercise of ownership
rights inherent to the Notes.

In relation to each issue of securities, Interbolsa’s centralised system comprises, inter alia, (i) the issue account,
opened by the Issuer in the centralised system and which reflects the full amount of issued securities; and (ii) the
control accounts opened by each of the financial intermediaries which participate in Interbolsa’s centralised system,
and which reflect the securities held by such participant on behalf of its consumers in accordance with its
individual securities accounts.

Notes held through Interbolsa will be attributed an International Securities Identification Number (“ISIN”) code
through the codification system of Interbolsa and will be settled by Interbolsa’s settlement system. Under the
procedures of Interbolsa’s settlement system, settlement takes place on the third business day after the trade date
and is provisional until the financial settlement that takes place at the Bank of Portugal (or at Caixa Geral de
Depositos, if denominated in currencies other than euro) on the settlement date.

Form of the Notes

The Notes of each Series will be in book-entry form (escriturais) and title to the Notes will be evidenced by book
entries in accordance with the provisions of the Portuguese Securities Code and the applicable Comissdo do
Mercado de Valores Mobiliarios (the “CMVM” — the Portuguese Securities Authority) and Interbolsa regulations.
No physical document of title will be issued in respect of Notes held through Interbolsa.

The Notes of each Series will be registered in the relevant issue account opened by the Issuer with Interbolsa and
will be held in control accounts by each Interbolsa Participant on behalf of the holders of the Notes. Such control
accounts reflect at all times the aggregate of Notes held in the individual securities accounts opened by the holders
of the Notes with each of the Interbolsa Participants. The expression “Interbolsa Participant” means any
authorised financial intermediary entitled to hold control accounts with Interbolsa on behalf of their customers and
includes any depository banks appointed by Euroclear and Clearstream, Luxembourg for the purpose of holding
accounts on behalf of Euroclear and Clearstream, Luxembourg.

Each person shown in the individual securities account held with an Interbolsa Participant as having an interest in
Notes shall be treated as the holder of the principal amount of the Notes recorded therein.

Payment of principal and interest in respect of Notes held through Interbolsa

Whilst the Notes are held through Interbolsa, (I) payment of principal and interest in euros in respect of the Notes
will be (i) credited, according to the procedures and regulations of Interbolsa, by the relevant paying agent (acting
on behalf of the Issuer) to the payment current-accounts held in the payment system of the Bank of Portugal
by the Interbolsa Participants whose control accounts with Interbolsa are credited with such Notes and thereafter
(ii) credited by such Interbolsa Participants from the aforementioned payment current-accounts to the accounts of
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the owners of those Notes or through Euroclear and Clearstream, Luxembourg to the accounts with Euroclear and
Clearstream, Luxembourg of the beneficial owners of those Notes, in accordance with the rules and procedures of
Interbolsa, Euroclear or Clearstream, Luxembourg, as the case may be; (II) payment of principal and interest in
currencies other than euros in respect of the Notes will be (a) transferred, on the payment date and according to the
procedures and regulations applicable by Interbolsa, from the account held by the relevant paying agent in the
Foreign Currency Settlement System (Sistema de Liquida¢do em Moeda Estrangeira), managed by Caixa Geral de
Depositos, S.A., to the relevant accounts of the relevant Interbolsa Participants, and thereafter (b) transferred by
such Interbolsa Participants from such relevant accounts to the accounts of the owners of those Notes or through
Euroclear and Clearstream, Luxembourg to the accounts with Euroclear and Clearstream, Luxembourg of the
beneficial owners of those Notes, in accordance with the rules and procedures of Interbolsa, Euroclear or
Clearstream, Luxembourg, as the case may be.

Transfer of Notes held through Interbolsa

Notes held through Interbolsa may, subject to compliance with all applicable rules, restrictions and requirements of
Interbolsa and Portuguese law, be transferred to a person who wishes to hold such Notes. No owner of a Note will
be able to transfer such Notes, except in accordance with Portuguese Law and the applicable procedures of
Interbolsa.
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USE OF PROCEEDS

The net proceeds from each issue of Notes by the Issuer under the Programme will be applied by the Issuer for
its general corporate purposes.
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DESCRIPTION OF THE ISSUER

Introduction to CEMG

Caixa Economica Montepio Geral, caixa econdmica bancaria, S.A. (“CEMG” or the “Issuer”) was created on 24
March 1844 for an indefinite period and currently has a total share capital of €2,420,000,000 wholly owned by
its founder Montepio Geral — Associacdo Mutualista (“MGAM”). MGAM and its subsidiaries are together referred
to in this Base Prospectus as “MGAM Group”.

Following the Extraordinary General Meeting of the Issuer held on 22 November 2016 and resumed on 13
December 2016 and 6 January 2017, the procedures aiming the transformation of CEMG from a savings bank
annexed to MGAM into a full service savings bank (caixa economica bancaria), adopting the form of a public
limited liability company (sociedade andnima) (pursuant to the provisions of article 6 of Decree-Law no.
190/2015) have been initiated.

The transformation of the Issuer into a public limited liability company was further discussed in an Extraordinary
General Meeting of the Issuer held on 4 April 2017. At such Extraordinary General Meeting, the Executive Board
of Directors of the Issuer was granted all necessary powers to carry out all the necessary actions towards the
implementation of such transformation into a public limited liability company. The Issuer further informed the
Extraordinary General Meeting that it had been notified that the Bank of Portugal had given a favourable opinion
regarding the compliance of the information report (Relatorio Informativo) and the Issuer’s draft Articles of
Association leading to the transformation of this full-service savings bank (caixa econémica bancaria) into a
public limited liability company.

The aforementioned Extraordinary General Meeting concurrently approved (in the context of the capital
breakdown as at the meeting date) i) the full scope of the new Articles of Association; and ii) that the share capital
amounting to €2,170,000,000 of the transformed entity would comprise 2,170,000,000 nominative, book-entry
shares, with a nominal value of €1 (one euro) each; €1,770,000,000 would be converted from the institutional
capital and registered to MGAM, whereas €400,000,000 would result from the termination of the Participation
Fund (Fundo de Participagdo) and the respective transformation into common shares registered on behalf of the
Participation Fund’s holders.

MGAM is a private institution of social support (i.e. a mutual benefits association) whose principal purposes are to
promote and develop initiatives designed to ensure the social protection and welfare of its 625,419 mutual members
as at 31 December 2017, their families and other beneficiaries nominated by them. The welfare schemes MGAM
offers include pensions and other retirement benefits, disability benefits, death grants, guarantees of the payment of
housing charges, life annuities, study schemes and other schemes for young people and a wide variety of collective
schemes. It also has co-operation agreements with a variety of organisations in health and welfare. Other activities
include the organisation of members’ social functions, publication of a members’ magazine, sponsorship of cultural,
artistic and social events and the awarding of prizes and scholarships.

In accordance with the RGICSF, CEMG is a credit institution, authorised to operate as a “universal bank”, in
accordance with Decree-Law 136/79, of 18 May (as amended) and, as at 30 June 2017, it ranks sixth in the
Portuguese banking system as far as total net assets are concerned (source: Boletim Estatistico da Associagdo
Portuguesa de Bancos). Following the entry into force of the Savings Banks Act, CEMG is characterised as a
savings bank (caixa economica bancaria), authorised in such capacity to pursue all the businesses permitted to
banks in Portugal.

The Issuer will be managed in accordance with its Articles of Association and with the provisions of the Portuguese
Companies Code. Moreover, it should be noted that pursuant to the transformation of the Issuer into a public
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limited liability company, MGAM, as the sole holder of the Issuer’s share capital is the sole holder of voting rights
in CEMG

CEMG is integrated in the CEMG Group owned by MGAM. Collectively, these entities not only offer a broad and
diversified range of banking and financial products and services, but also contribute with their earnings to the
mutualist goals.

In addition to CEMG, the following three domestic entities comprise the CEMG Group: Montepio Crédito,
Instituicdo Financeira de Crédito, S.A.; Montepio Investimento, S.A.; and Montepio Valor, Sociedade Gestora de
Fundos de Investimento, S.A. Each incorporated under Montepio Holding, SGPS, S.A. (“Montepio Holding”)
(previously Finibanco Holding, SGPS, S.A.) and fully owned by CEMG. In the domestic market, CEMG has a
small qualified holding in HTA-Hotéis, Turismo e Animagdo dos Acores, S.A. and in Montepio Gestdo de Ativos
Imobilidrios, whose accounts are consolidated by the equity method, as well as a 100 per cent. capital participation
in SSAGINCENTIVE, S.A. At an international level, CEMG holds majority holdings in Banco MG Cabo Verde,
S.A., Sociedade Unipessoal, S.A. and in Finibanco Angola and since December 2014, CEMG holds management
control in BTM in Mozambique.

CEMG takes a major role in the implementation of the CEMG Group’s business strategy, as it uses its nationwide
branch network comprising 324 branches in Portugal as at 31 December 2017 compared with 327 branches in
Portugal as at 31 December 2016. CEMG’s commercial network is further complemented by a network of
electronic channels, together with its presence in various overseas Portuguese communities (including five
representative offices outside of Portugal). CEMG is also present in Angola, through Finibanco Angola (CEMG
holds an 81.4 per cent. share interest in Finibanco Angola), which had a retail network of 24 branches as at 31
December 2017. At the end of 2014, under its growth and geographical expansion strategy, CEMG acquired a
qualifying holding of 44.5 per cent. compared with 45.8 per cent. as at 31 December 2017, in the capital of BTM,
adding 9 more branches to CEMG’s international presence.

CEMG is a public limited liability company and is registered at the Lisbon Commercial Registry Office (1st
Section) under the Registration and Tax Identification number 500 792 615 and is domiciled in Portugal, having its
registered office at Rua Aurea, 219-241, 1100-062 Lisbon, Portugal, with telephone number +351 213 248 000.

History

In 1840, Francisco Manuel Alvares Botelho established Montepio dos Empregados Publicos, a mutual benefit
association intended to assist its members through periods of unforeseen financial hardship, caused by illness,
disability or death. Its name was changed twice, firstly to Montepio Geral, Associacdo de Socorros Mutuos
and in 1844 it was changed to Montepio Geral — Associagdo Mutualista, the name that MGAM still bears today.

In 1844, MGAM created Caixa Econdmica de Lisboa, (which was renamed Caixa Econémica Montepio Geral on
23 April 1991) with the aim of attracting small-scale savings and providing credit facilitiecs. MGAM and its
subsidiaries and affiliates offer a wide variety of banking, insurance and fund management products from CEMG’s
branches throughout Portugal. Originally, CEMG was run as a division of MGAM but, by the late 1930s, the two
organisations had become separate legal entities. In accordance with Decree- Law no. 460/77, of 7 November
1977 (as last amended by Decree- Law 391/2007, of 13 December 2007), MGAM is a “collective person of
public interest” and exempt from some taxes.

In order to broaden the offer of financial services to its customer base, in 1986, MGAM decided to found Lusitania
Companhia de Seguros, S.A. (“Lusitania”). Lusitania is a general insurance company whose products are sold
through CEMG’s branches and through its own network. Lusitania Vida, Companhia de Seguros, S.A.
(“Lusitania Vida”), which offers life insurance products, was incorporated in 1987.
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Pursuing its strategy of broadening its commercial offer and the diversification of its income sources, in 1988,
MGAM established Futuro — Sociedade Gestora de Fundos de Pensdes, S.A. (“Futuro”), enabling the MGAM
Group to expand into the pension fund management business.

As part of its investment management business, the MGAM Group holds Montepio Gestdo de Activos, S.A., a
company specialising in the management of mutual funds, and wealth management, and Montepio Gestdo de
Activos Imobiliarios, ACE, a company specialising in the management of real estate funds.

In 1995, CEMG acquired certain limited assets and liabilities from a small savings bank in the Azores, Caixa
Econdmica Agoreana. S.A. This acquisition, allowed CEMG to establish its presence in the Azores Autonomous
Region.

Additionally, in January 1997, CEMG acquired certain assets and liabilities of another small savings bank, Caixa
Econdémica Comercial e Industrial (“CECI”). In 2009, Lusitania Companhia de Seguros, S.A. acquired the
insurance companies Real and Mutuamar, doubling its market share in the real insurance business, thereby
achieving a market share in line with the MGAM Group’s objectives.

In 2010, MGAM acquired the whole of Finibanco-Holding, SGPS, S.A. through a friendly public takeover bid. The
main goals of the transaction were the expansion of the CEMG Group’s mutualism activities and the
diversification of its business activities.

In order to take the necessary steps to achieve consolidation, on 31 March 2011, CEMG acquired from MGAM,
through a share purchase agreement, 100 per cent. of the share capital and of the voting rights of Finibanco-
Holding, SGPS, S.A. (now Montepio Holding, SGPS, S.A.) and, indirectly, all of the share capital and the voting
rights of Finibanco, S.A. (“Finibanco”, now Montepio Investimento, S.A.), as well as those of Finicrédito —
Instituicdo Financeira de Crédito, S.A. (now Montepio Crédito, Institui¢do Financeira de Crédito, S.A.) and those
of Finivalor — Sociedade Gestora de Fundos Mobilidrios, S.A (now Montepio Valor — Sociedade Gestora de
Fundos, S.A.).

Finibanco Holding. SGPS, S.A., the holding company of the Portuguese financial group “Finibanco” (the
“Finibanco Group”), comprised a number of subsidiaries which included, among others, a bank (Finibanco), an
Angolan bank (Finibanco Angola), a credit financial institution (Finicrédito, Instituicdo Financeira de Crédito,
S.A.) and an asset management company (Finivalor — Sociedade Gestora de Fundos Mobiliarios, S.A.).

Under the share purchase agreement, CEMG indirectly acquired 81.6 per cent. of the share capital and the voting
rights of Finibanco Angola. As a result of these acquisitions, CEMG’s consolidated supervision perimeter now
encompasses all the aforementioned companies.

As at December 2013, in the context of its restructuring, the MGAM Group undertook a reorganisation of its
financial investments associated with the insurance and pension sectors. In this context, on 27 December 2013
Montepio Seguros, S.G.P.S., S.A. (“Montepio Seguros”) was created in order to manage the equity of such sectors.
CEMG sold the shares directly held in Futuro, Lusitania Vida and Lusitania to Montepio Seguros. Additionally,
CEMG acquired 33.65 per cent. of the capital of Montepio Seguros. On 30 December 2015, CEMG sold its
shareholding in Montepio Seguros.

In 2013, some of CEMG’s capital became open to public investment for the first time. On 25 November 2013,
CEMG launched an initial public offer (“IPO”) of €200 million securities (Unidades De Participagdo)
representative of its participation fund (Fundo De Participacdo) (“Participation Fund”). On 17 December 2013,
the securities were admitted to listing on Euronext Lisbon after the Regulated Market Special Session.

On 2 December 2014, Montepio Holding SGPS, S.A. acquired a stake of 44.6 per cent. in Banco Terra’s share
capital, acquiring management control following an agreement with the remaining shareholders of the bank
(Rabobank, based in the Netherlands, holding identical equity participation as the CEMG Group; Norfund, also
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known as the Norwegian Investment Fund for Developing Countries, with an equity participation of 8.4 per cent.;
and GAPI-SI, S.A., a financial institution that has the aim of contributing to economic and social development of
Mozambique, with an equity participation of 2.5 per cent.).

Current Activities

The Issuer operates as an universal bank offering a wide range of banking and financial products and services, such
as mutual, real estate and pension funds, insurance (life and non-life), investment management services and the
provision of credit cards, aimed at catering to all its customers’ financial needs. The Issuer has also been
developing international operations, especially by the provision of foreign currency to its Portuguese customers,
documentary credits and payment orders, focusing mainly on attracting deposits from non-resident Portuguese
nationals. To this end, CEMG Group currently has also five representative offices in Paris, Toronto, Geneva,
Frankfurt and Newark.

Since December 2014, the CEMG Group has extended its geographical presence to Mozambique, following the
acquisition of a stake of 44.5 per cent. (45.8 per cent. as at 31 December 2017) in the capital of BTM. The CEMG
Group acquired control of BTM following an agreement with the strategic shareholders of BTM. BTM is set to
become an important agent in the development and economic growth of Mozambique, targeting the retail and
corporate areas, in particular agri-business customers, mortgage loans and small and medium-sized enterprises
(“SMEs”). As a result, since the end of 2014, the international activity of the CEMG Group is now represented by
three entities — Banco MG Cabo Verde, S.A., Finibanco Angola and BTM.

The Issuer’s international activity is undergoing a reorganisation and resizing process with a view to seizing
strategic complementarity. Along with the implementation of strategic action measures that will allow it to refocus
and reposition the institution in its natural market, it will offer a wide range of products and services and a
differentiated customer relationship, acknowledged by its stakeholders.

The Issuer’s strategic plan for 2016-2018 aims to ensure profitability and the strengthening capital and liquidity
levels, defining as priorities the increase of the core net operating income, the platform efficiency, the risk
management reinforcement, the liquidity recovery and management, the human capital management, the capital
management and the governance model (the “Strategic Plan™).

Analysis of the Issuer’s financial performance

2017 consolidated activity and results (audited)

The main highlights in respect of the Issuer’s activity in this period are as follows:

In 2017, CEMG embarked on a series of initiatives aimed at accomplishing the objectives defined in the Strategic
Plan, in particular those related to the deleveraging of CEMG's balance sheet, embodied in the reduction of non-
performing loans, of credit granted to non-core activity sectors, of exposure to real estate risk, and the
improvement of liquidity levels, by attracting and retaining customer deposits and using less costly funding
sources.
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(EUR million)

2016 2017 Change
Amount %
Cash and deposits at central banks and OCI 1010 2096 1086 >100
Loans to customers 13861 13029 (832) (6.0)
Securities portfolio 3604 2385 (1219) (33.8)
Non current assets held for sale and investment properties 1368 1281 87) (6.4
Non current assets held for sale - Discontinuing operations 470 474 4 0.9
Current and deferred tax assets 534 473 (61) (11.3)
Other 499 462 (37) (7.5)
Total assets 21346 20200 (1146) (5.9
Deposits from central banks and OCI 4599 3345 (1254) (27.3)
Customers' resources 12 468 12 561 93 0.7
Issued debt 2171 1780 (391) (18.0)
Non current liabilities held for sale - Discontinuing operations 354 330 (24) (6.6)
Other 297 421 124  41.8
Total liabilities 19889 18437 (1452) (7.3)
Share capital* 2170 2420 250 11.5
Reserves, retained earnings and other (627) (663) 36) (5.7)
Net income (86) 6 92 -
Total equity 1457 1763 306 21.0
Total liabilities and equity 21346 20200 (1146) (5.4

*In 2016 includes the Capital and the P articipation Fund.

*The 2017’ column contains figures as at 31 December 2017 and the 2016’ column contains figures as at 31 December 2016
Capital

In 2017, CEMG’s own funds strengthened. This is reflected through the performance of CETI1, which reached
€1,572 million as at 31 December 2017 compared with €1,331 million as at 31 December 2016. This performance,
coupled with a reduction of €955 million or 7.4 per cent. in risk-weighted assets due to the deleveraging process
and an efficient management of risk allocation in credit portfolios and debt securities, was reflected in an
improvement in capital ratios compared with 2016. In fact, the CET1 ratio amounted to 13.2 per cent. and the Total
Capital ratio to 13.3 per cent. as at 31 December 2017 compared with 10.4 per cent. and 10.9 per cent.,
respectively, as at 31 December 2016.

The increase in CET1 registered as at 31 December 2017 shows, essentially, the increase of €250 million in the
institutional capital and the recording of a Net Income of €6.4 million during the 12 month period ending on 31
December 2017.

The reduction of risk-weighted assets reflects the deleveraging effort in non-core assets that has progressively been
accomplished, namely in non-performing loans and real estate properties, alongside the improvements made in the
process of loan approval and granting of loans with good risk and associated guarantees.

As at 31 December 2017, CEMG’s fully implemented capital ratios had improved, with the CET1 ratio having
reached 11.6 per cent. and the Total Capital ratio 11.9 per cent. compared with 7.6 per cent. and 8.2 per cent.,
respectively, as at 31 December 2016, thus increasing by 4 percentage points. and 3.7 percentage points,
respectively. Taking into consideration the positive impact estimated by the adhesion to the Special Regime of
Deferred Tax Assets of 0.7 percentage points in the CET1 ratio and 0.6 percentage points in the Total Capital ratio
as at 31 December 2017, these ratios would have amounted to 12.3 per cent. and 12.5 per cent., respectively, as at
31 December 2017 (fully implemented).
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CAPITAL AND CAPITAL REQUIREMENTS

(EUR million)
YoY Change
2016 2017
Amount %
Total Capital 1392 1 580 188 13.5
Share capital @ 2170 2 420 250 115
Reserves and Net Income (743) (696) 47 6.3
Regulatory deductions (96) (152) (56) (57.8)
Common Equity Tier 1 Capital 1331 1572 241 18.1
Tier 1 Capital 1331 1572 241 18.1
Tier Il capital 74 24 (50) (67.4)
Other deductions (13) (16) 3) (22.6)
Minimum own funds requirements 1026 950 76) (7.4)
Risk-weighted assets 12 830 11 875 (955) (7.4)
CRD IV Prudential Ratios - Phasing-in
Common Equity Tier 1 10.4% 13.2% 280 pb
Tier 1 10.4% 13.2% 280 pb
Total Capital 10.9% 13.3% 240 pb
CRD IV Prudential Ratios - Fully Implemented
Common Equity Tier 1 7.6% 11.6% 400 pb
Tier 1 7.6% 11.7% 410 pb
Total Capital 8.2% 11.9% 370 pb
Leverage ratio - Phasing-in 6.1% 7.6% 150 pb
Leverage ratio - Fully Implemented 4.5% 6.8% 230 pb

According to the phasing-in rules in force at the reference date.
(1) In 20316 includes the Capital and the P articipation Fund.

*The 2017’ column contains figures as at 31 December 2017 and the 2016’ column contains figures as at 31 December
2016

Funding

As at 31 December 2017, customer deposits stood at €12,561 million, essentially concentrated in individual
customers, a segment that maintained its predominance in representing 73 per cent. of total deposits.

As at 31 December 2017, customer deposits showed a year-on-year growth of 0.7 per cent., reflecting the
continuity of the imprinted commercial dynamics, despite the historically low level of interest rates and the
competitive environment.

As at 31 December 2017, securities placed with customers stood at €617 million compared with €1,327 million as
at 31 December 2016, as a result of the securitised debt that matured during the year having been replaced by less
costly market operations from a perspective of management of funding needs.

As at 31 December 2017, off-balance sheet funds amounted to €709 million compared with €723 million as at 31
December 2016, primarily as a result of the year-on-year decrease in capitalisation insurance (“Bancassurance”)
and in real estate investment funds not offset by the increase observed in pension funds.
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CUSTOMERS’ RESOURCES

(EUR million)

2016 2017 ‘oY Change

Amount %
Customer Deposits (by segment) 12 468 12 561 93 0.7
Individuals 9397 9215 (182) (1.9
Companies and Institutionals 3071 3 346 275 9.0
Customer Deposits (by type) 12 468 12 561 93 0.7
Sight Deposits 3302 3509 207 6.3
Term Deposits 9 166 9 052 (114) 1.2
Securities placed with Customers 1327 617 (710) (53.5)
Total On-Balance sheet resources 13795 13178 (617) (4.5)
Off-Balance sheet resources 723 709 (14) (1.9)
Total Customers' resources 14 517 13 887 (630) (4.3)

*The 2017’ column contains figures as at 31 December 2017 and the 2016’ column contains figures as at 31 December
2016

As at 31 December 2017, the amount of issued debt (including securities and subordinated liabilities) fell by 18.0
per cent. and reached the value of €1,780 million compared with €2,171 million as at 31 December 2016. This
decrease reflects the 19.6 per cent. reduction in liabilities represented by securities due to maturity repayments of
€264.4 million and early repayments of €400 million cash bonds and 5.9 per cent. of the subordinated liabilities.

Liquidity

During the 12 month period ending on 31 December 2017, CEMG continued to develop a series of initiatives
aimed at the reinforcement of its liquidity position, in line with the regulatory objectives and as defined in the
Strategic Plan.

The management of CEMG’s balance sheet enabled the LCR to reach 153.2 per cent. as at 31 December 2017,
having evolved favourably compared with the ratio of 106.6 per ce