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This Second Supplement dated 24 June 2020 (the “Supplement”) to the Base Prospectus dated 31 October 2019 

as supplemented on 17 March 2020 (together, the “Base Prospectus”), constitutes a supplement to the Base 

Prospectus for the purposes of Article 23 of the Regulation (EU) 2017/1129 (the “Prospectus Regulation”) 

prepared in connection with the €6,000,000,000 Euro Medium Term Note Programme (the “Programme”) 

established by Caixa Económica Montepio Geral, caixa económica bancária, S.A. (the “Issuer” or “Banco 

Montepio”). Terms defined in the Base Prospectus have the same meaning when used in this Supplement. 

This Supplement has been approved by the Commission de Surveillance du Secteur Financier (the “CSSF”), as 

competent authority under the Prospectus Regulation. The CSSF only approves this supplement as meeting the 

standards of completeness, comprehensibility and consistency imposed by the Prospectus Regulation. 

The Issuer accepts responsibility for the information contained in this Supplement. To the best of the knowledge 

of the Issuer the information contained in this Supplement is in accordance with the facts and does not omit 

anything likely to affect the import of such information. 

This Supplement is supplemental to, and should be read in conjunction with, the Base Prospectus. To the extent 

that there is any inconsistency between any statement in this Supplement and any other statement in or incorporated 

by reference in the Base Prospectus, the statements in this Supplement will prevail. 
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Purpose of the Supplement 

The purpose of this Supplement is to: (I) update the section of the Base Prospectus entitled "Risk Factors"; (II) 

incorporate by reference: (i) the Annual Report 2019 (as defined below) and (ii) the announcement dated 16 June 

2020 setting out Banco Montepio’s disclosure of the unaudited interim results and the key financial indicators for 

the period of three months ended 31 March 2020 and, accordingly, update the section of the Base Prospectus 

entitled "Documents Incorporated by Reference"; (III) update the section of the Base Prospectus entitled 

"Description of the Issuer"; and (IV) update the section of the Base Prospectus entitled, "General Information".  

Save as disclosed in this Supplement, no other significant new factor, material mistake or material inaccuracy 

relating to information included in the Base Prospectus has arisen or been noted, as the case may be, since the 

publication of the Base Prospectus. 

This Supplement and the documents incorporated by reference by this Supplement have been published on the 

website of the Luxembourg Stock Exchange (at www.bourse.lu).  

I. RISK FACTORS 

1. In the Chapter headed “Risk Factors” of the Base Prospectus, in the section “Risks related to the market 

generally”, on page 35, the following text shall be added at the end of the section “Coronavirus impacting 

global economy and markets”:  

"In the current context, in light of the existing uncertainty as to both the duration and scale of the COVID-

19 pandemic, it is not possible to quantify the potential impacts on the business of Banco Montepio, which 

will essentially derive from external factors affecting the demand for banking products and services. This 

assessment is difficult with the information currently available, as there is currently no data to assess the 

depth of the impacts or their duration. 

Although COVID-19 is still spreading and the final implications of this pandemic are difficult to estimate 

at this stage, it will have significant consequences and will have a substantial worldwide negative effect. As 

such, the Issuer may be adversely affected by the wider macroeconomic effects of the ongoing COVID-19 

pandemic and any potential similar future outbreaks, given the likeliness of a substantial negative effect on 

Portugal and the Portuguese economy." 

II. DOCUMENTS INCORPORATED BY REFERENCE 

2. In the Chapter headed “Documents incorporated by reference” of the Base Prospectus, on page 39, after 

paragraph no 4., the following text shall be added:  

“5.  the annual report and audited consolidated annual financial statements of Banco Montepio for the 

financial year ended 31 December 2019, together with the notes and the audit report thereon (the 

“Annual Report 2019”) (available at 

https://www.bancomontepio.pt/resources/SiteMontepio/documentos/en_GB/banco-montepio-annual-

report-2019.pdf) on page 141, including the information set out at the following pages in particular: 

2019 CONSOLIDATED FINANCIAL STATEMENTS AND AUDIT REPORT  

Consolidated Financial Statement  141  

Consolidated Income Statement  143  

Consolidated Balance Sheet  146  

http://www.bourse.lu/
https://www.bancomontepio.pt/resources/SiteMontepio/documentos/en_GB/banco-montepio-annual-report-2019.pdf
https://www.bancomontepio.pt/resources/SiteMontepio/documentos/en_GB/banco-montepio-annual-report-2019.pdf
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2019 CONSOLIDATED FINANCIAL STATEMENTS AND AUDIT REPORT  

Consolidated Statement of Cash Flows   147  

Annual Report of the Audit Committee  550  

6.  the announcement dated 16 June 2020 setting out Banco Montepio’s disclosure of the unaudited 

interim results and the key financial indicators for the period of three months ended 31 March 2020 

(available at https://www.bancomontepio.pt/resources/SiteMontepio/documentos/en_GB/banco-

montepio-consolidated-results-1-quarter-2020.pdf) including the information set out at the following 

pages in particular:   

FIRST THREE MONTHS 2020 CONSOLIDATED FINANCIAL INFORMATION  

Consolidated Income Statement  9  

Consolidated Balance Sheet   10”  

III. DESCRIPTION OF THE ISSUER 

3. In the Chapter headed “Description of the Issuer” of the Base Prospectus, on page 136, at the end of the 

section named “Recent developments”, the following paragraphs shall be added:  

“Recent rating actions 

On 3 April 2020, Fitch Ratings (“Fitch”) placed Banco Montepio's Long-Term Issuer Default Rating (IDR), 

Viability Rating (VR) and debt ratings on Rating Watch Negative (RWN) due to the disruption caused by 

the coronavirus outbreak in Portugal. In Fitch’s view the economic fallout from the coronavirus crisis 

represents a near-term risk to Banco Montepio's ratings given its slower record in improving asset quality 

than domestic peers, higher levels of problem assets, weaker capitalisation (in particular, the high number 

of unreserved problem assets) and greater exposure to market fluctuation with regard to funding and 

liquidity. Fitch stated the belief that the economic and financial market fallout from the coronavirus outbreak 

creates additional downside risks to Banco Montepio's assessment of operating environment, management 

and strategy (execution of strategic targets), asset quality, profitability, capitalisation and funding and 

liquidity profile. 

Fitch also assigned a long-term deposits’ ratings of 'BB-'/RWN/'B' to Banco Montepio, one notch above its 

Long-Term IDR. Fitch assigned an RR3 Recovery Rating to the long-term deposit rating to reflect good 

recoveries on Banco Montepio's deposits in a resolution because of the protection afforded to depositors 

from more junior bank resolution debt and equity buffers, including from senior preferred debt. 

The potential impacts of COVID-19 pandemic and similar future outbreaks 

Although COVID-19 is still spreading and the final implications of this pandemic are difficult to estimate 

at this stage, it will have significant macro-economic consequences and will have a substantial worldwide 

negative effect. As such, the Issuer may be adversely affected by the wider macroeconomic effects of the 

ongoing COVID-19 pandemic and any potential similar future outbreaks, given the likeliness of a 

substantial negative effect on Portugal and the Portuguese economy.  

https://www.bancomontepio.pt/resources/SiteMontepio/documentos/en_GB/banco-montepio-consolidated-results-1-quarter-2020.pdf
https://www.bancomontepio.pt/resources/SiteMontepio/documentos/en_GB/banco-montepio-consolidated-results-1-quarter-2020.pdf
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At present, the pandemic has led to the declaration of a state of emergency in various countries, including 

Portugal (although this has since been lowered to “calamity state”), as well as the imposition of travel 

restrictions, including the closure of land borders between Portugal and Spain and the restriction of flights 

to and from the European Union and other countries, the establishment of quarantines and the temporary 

shutdown of various institutions and companies, including the adoption by the Issuer and by other credit 

institutions and companies in Portugal of an unprecedented measure, namely that of having all, or the vast 

majority, of its central services’ employees, working remotely.  

Therefore, the ongoing COVID-19 pandemic and any potential similar future outbreaks may have a 

significant adverse effect on the Issuer, including for the following reasons:  

Firstly, the spread of such diseases amongst the Issuer’s employees, or within its facilities, or any quarantine 

measures affecting the Issuer’s employees, may reduce the Issuer’s personnel’s ability to carry out their 

work, thus affecting the Issuer’s operations.  

Secondly, any quarantine or spread of virus may affect clients’ capacity to carry out their business 

operations, which may consequently adversely affect the Issuer’s own capacity to carry out its business as 

normal.  

Thirdly, the current pandemic and any potential similar future outbreaks may also have an adverse effect 

on the Issuer’s counterparties and/or clients, resulting in additional risks in the performance of the 

obligations assumed by them for the Issuer, as and when the same fall due, ultimately exposing the Issuer 

to an increased number of defaults and insolvencies among its counterparties and/or clients.  

Depending on the depth and extent of the disruptive impacts, the Issuer’s business and profitability will be 

affected to a greater or lesser degree. Any of the factors outlined above could have an adverse effect on the 

Issuer’s profits and financial position.  

Temporary legal moratoria on certain financing agreements  

Law no. 1-A/2020, of 19 March, as amended, implemented exceptional and temporary measures to tackle 

the pandemic caused by coronavirus SARS-CoV-2 and COVID-19. Article 8 of Law no. 1-A/2020 creates 

a temporary regime whereby execution of mortgages over real estate property used by the mortgagor for 

permanent residence are suspended for the time being. This regime will cease to apply on a date to be 

determined via the enactment of a new Decree-Law declaring the end of the exceptional period of 

prevention, containment, mitigation and treatment of SARS-CoV2 and COVID-19.  

On 26 March 2020, the Portuguese Government approved Decree-Law 10-J/2020, which established a 

temporary legal moratorium on certain financing agreements with a view to protecting the liquidity of 

companies and families (the “Legislative Moratoria”). This regime entered into force on 27 March 2020 

and will be in force until 30 September 2020. It includes, in relation to credit operations granted by financial 

institutions (excluding, among others, credit or financing for the purchase of securities or the acquisition of 

positions in other financial instruments), (i) a prohibition of revocation, in whole or in part, of credit lines 

and loans, in the amounts contracted, from 27 March 2020 until 30 September 2020, (ii) an extension, for a 

period equal to the term of the measure, of all debts with payments of principal at the end of the contract in 

force as at 27 March 2020, together with all its associated elements, including interest, guarantees, notably 
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those provided by the way of insurance or securities; and (iii) suspension, from 27 March 2020 until 30 

September 2020, in relation to debts with partial instalments or other cash amounts payable, of payments 

of principal, rents and interest due until 30 September 2020, with the respective contractual payment plan 

being automatically extended, for a period equal to that of the suspension, in order to ensure that there are 

no charges other than those which may derive from the variability of the benchmark interest rate underlying 

the respective contract, and with all the elements associated with the respective contracts, including 

guarantees, also being extended. Meanwhile, on 6 June 2020, the temporary Legislative Moratoria has been 

extended, through Resolution of the Council of Ministers no. 41/2020, until 31 March 2021. 

On 2 April 2020, the European Banking Authority (“EBA”) published a guidance on the criteria to be 

fulfilled by legislative and non-legislative moratoria applied before 30 June 2020 (EBA/GL/2020/02). The 

EBA clarified that payment moratoria do not trigger classification as forbearance or distressed restructuring 

if the measures taken are based on the applicable national law or on an industry/sector-wide private initiative 

agreed and applied broadly by the relevant credit institutions, without prejudice to the institutions 

continuous monitoring of the borrowers’ credit quality, identifying exposures to borrowers who may face 

longer-term financial difficulties. Any such exposures should be classified in accordance with existing 

regulation. 

Following publication of the EBA’s guidelines, the members of the Portuguese Banking Association 

(Associação Portuguesa de Bancos), including the Issuer, signed, on 16 April 2020, an interbank protocol 

establishing harmonised general conditions for private initiative moratoria (the “Non-legislative moratoria”) 

on mortgage loans and non-mortgage loans (e.g. personal or auto loans). Such private initiative moratoria 

is available to Portuguese-resident individuals and individuals not resident in Portugal.  

Non-legislative moratoria under this protocol benefit from a similar prudential and accounting treatment to 

legislative moratoria.  

As at 27 May 2020, the Issuer had received requests from its customers for payment extensions in relation 

to a loan portfolio worth around €2.9 billion of the outstanding loan portfolio in an amount of €12.4 billion.  

EU Temporary Framework for State aid measures and Portuguese measures 

On 19 March 2020, the European Commission adopted a Temporary Framework for State aid measures 

(based on Article 107(3)(b) of the Treaty on the Functioning of the European Union) to support the economy 

in the current COVID-19 outbreak, which, inter alia, set out the possibilities Member States have under 

Union rules to ensure liquidity and access to finance for undertakings, especially small and medium-sized 

undertakings (“SMEs”) that face a sudden shortage in this period in order to allow them to recover from the 

current situation. The aim was to lay down a framework that enables Member States to support undertakings 

experiencing difficulties due to the current COVID-19 outbreak, whilst maintaining the integrity of the EU 

Internal Market, ensuring a level playing field. 

The European Commission adopted two amendments, on 3 April 2020 and 8 May 2020 respectively, to 

extend the scope of the State aid Temporary Framework adopted on 19 March 2020 to enable Member 

States to support the economy in the context of the coronavirus outbreak. In close cooperation with Member 

States, the Commission has to-date approved an estimated €1.9 trillion in State aid to the EU economy – to 
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provide urgently needed liquidity for companies, save jobs, enable research and development and ensure 

the supply of products to fight the coronavirus outbreak. The second amendment complements the types of 

measures already covered by the Temporary Framework and existing State aid rules, by setting out criteria 

based on which Member States can provide recapitalisations and subordinated debt to companies in need, 

whilst protecting the level playing field in the EU. 

The amended Temporary Framework will be in place until the end of December 2020. As solvency issues 

may materialise only at a later stage as this crisis evolves, for recapitalisation measures only the Commission 

has extended this period until the end of June 2021. With a view to ensuring legal certainty, the Commission 

will assess before these dates if they need to be extended. 

In respect of the Portuguese support measures, Portugal has notified two schemes to the Commission, with 

a total estimated budget of €13 billion, to support companies affected by the coronavirus outbreak under 

the Temporary Framework, namely: 

-    A direct grant scheme; and 

-    A State guarantee scheme for investment and working capital loans granted by commercial banks. 

The support under both schemes will be accessible to small and medium-sized enterprises (SMEs) and large 

companies facing difficulties as a result of the economic impact of the coronavirus outbreak. The aim of the 

scheme is to help businesses to cover their immediate working capital or investment needs, thus facilitating 

the continuation of their activities. 

The Commission found that the Portuguese measures are in line with the conditions set out in the Temporary 

Framework. The Commission concluded that the measures are necessary, appropriate and proportionate to 

remedy a serious disturbance in the economy of a Member State, in line with Article 107(3)(b) TFEU and 

the conditions set out in the Temporary Framework. On this basis, the Commission approved the measures 

under EU State aid rules. 

In connection with the availability of the above mentioned credit lines to SMEs in Portugal, the Portuguese 

Government decided to release at a first stage the amount of €3 billion in mid-March, which was further 

extended to €6.2 billion in mid-April, and which breakdown was: €4.5 million to support the economic 

activity, €0.9 million to support tourism developments and accommodation companies, €0.2 million to 

support travel agencies, tourist entertainment, event organizers and similar companies, and €0.6 million to 

restaurants and similar companies. These credit lines were subject to general conditions, namely: maximum 

amount per company of €2 million (micro companies €50,000; small companies €500,000; others €2 

million) with the possibility of submitting applications to more than one specific line; mutual guarantee of 

up to 90 per cent. of the outstanding capital; grace period up to 18 months; and loans with a maturity of 6 

years. As of the date of this Base Prospectus, most of these credit lines had already run out, and, meanwhile, 

on 4 June 2020, the Portuguese Government announced the increase of the amount to be made available by 

€6.8 billion, reaching the €13 billion total amount set by the European Commission. 

The exceptional circumstances and the wide effects of the COVID-19 pandemic, together with the measures 

taken from time to time by the Portuguese Government or adopted by the Issuer at its own initiative to 

address this situation, notably those relating to moratoria in respect of loans granted to individuals and 
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companies permitting borrowers to postpone regular payments under their loans for certain periods, to the 

extent applicable, may generally affect the capacity of the Issuer to carry out its business as normal. It is not 

possible at this stage to assess all specific measures that will be implemented to curb the effects of the 

COVID-19 pandemic and the relevant impacts such measures will have on the Issuer. 

Capital relief measures related to COVID-19 

On 12 March 2020, the ECB announced a number of measures to ensure that the financial institutions can 

continue to fulfil their role in funding the real economy as the economic effects of the coronavirus (COVID-

19) become apparent. The ECB will allow banks to operate temporarily below the level of capital defined 

by the Pillar 2 Guidance (P2G) and the capital conservation buffer (CCB). The ECB considers that these 

temporary measures will be enhanced by the appropriate relaxation of the countercyclical capital buffer 

(CCyB) by the national macroprudential authorities.  

Banks will also be allowed to partially use capital instruments which do not qualify as Common Equity Tier 

1 (CET1) capital, such as Additional Tier 1 or Tier 2 instruments, to meet Pillar 2 Requirements (“P2R”). 

This measure was initially scheduled to come into force in January 2021 as part of the revision to the CRD 

IV. It was accelerated as a relief measure to mitigate the negative effects of the COVID-19 pandemic.  

In addition, Banco de Portugal published a press release on 8 May 2020 on the decision to postpone the 

phase-in period of the capital buffer for “Other Systemically Important Institutions” (“O-SII”), the category 

on which the Issuer falls. Capital buffers as a percentage of total risk-weighted assets consist of CET1 

capital on a consolidated basis and were determined by the Banco de Portugal to be applicable in phases, 

from 1 January 2018 onwards.  

As part of the COVID-19 related measures, Banco de Portugal has decided to postpone the phase-in period 

of the O-SII buffer by 1 year. As such, the compliance with the O-SII buffer percentage that banks must 

hold on 1 January 2021 was postponed to 1 January 2022, the current requirements for Banco Montepio 

being: 0.1875 per cent. from January 2020 and 0.25 per cent. from January 2022 onwards. In addition, 

Banco de Portugal published on 16 March 2020 a decision (Carta Circular no. CC/2020/17) allowing less 

significant credit institutions subject to its supervision to operate, on a temporary basis, at a level below the 

P2G and the combined buffer requirement. 

Outlook under COVID-19 

Banco Montepio has operational risk management instruments, including a Business Continuity Plan. The 

plan was activated to ensure the best safety conditions for all employees, customers and suppliers in order 

to ensure the continuity of financial services and the maintenance of banking operations with as much 

normality and fluidity as possible. A set of risk mitigating measures have been implemented in order to 

ensure normal business operation.  

In the current context, in light of the existing uncertainty as to both the duration and scale of the COVID-

19 pandemic, it is not possible to quantify the potential impacts on the business of Banco Montepio, which 

will essentially derive from external factors affecting the demand for banking products and services. This 

assessment is difficult with the information currently available, as there is currently no data to assess the 

depth of the impacts or their duration.” 
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4. At the end of the Chapter headed “The Portuguese Economy” of the Base Prospectus, on page 169, the 

following paragraphs shall be added: 

“Portugal’s debt-to-GDP ratio declined in 2019 to 117.7 per cent. of gross domestic product ("GDP"), 

however, it is expected to increase this year in Portugal and in many other countries, reflecting the impact 

of the COVID-19 crisis, on economic activity and public finances.  

The Portuguese economy decelerated in 2018, with GDP having grown by 2.6 per cent., and again in 2019, 

with growth of 2.2 per cent. The growth of the economy in 2019 only reflected the positive contribution of 

domestic demand of 2.7 percentage points, with the reduction of this contribution (+3.1 percentage points. 

in 2018) primarily reflecting the slowdown of private consumption, but also the slight deceleration of public 

consumption, with gross fixed capital formation (“GFCF”) having accelerated and the investment in 

inventories maintaining its positive contribution. 

After a few years of relatively high growth, the likelihood of a strong negative impact of the coronavirus 

pandemic on the activities most related to tourism, as well as on the other sectors of the economy (in 

particular, after the adoption of emergency measures in mid-March), have resulted in a strong decrease in 

the country's growth prospects, which will lead to a recession in 2020, as in most world economies. In fact, 

Portugal’s economy had been performing strongly up until the end of February 2020, but the economic 

situation changed dramatically in March when the COVID-19 pandemic hit. The Portuguese Government 

announced containment measures on 12 March and a state of emergency on 18 March with further 

restrictions on mobility. Many businesses suspended operations, with tourism being the hardest hit. The 

European Commission projected a contraction of 6.8 per cent. in 2020 (on 6 May 2020), while the IMF 

points (14 April 2020) to a more intense contraction of 8.0 per cent., with both entities predicting a return 

to growth after 2021 (to +5.8 per cent. and +5.0 per cent. respectively), but with activity levels not 

recovering in that year all the losses observed in 2020, with the crisis of COVID-19. 

It should be noted, however, that this is a global recession and not just country specific. In the recent World 

Economic Outlook ("WEO") of April 2020, the International Monetary Fund (IMF) estimated the likely 

scale of the impact of the novel coronavirus (COVID-19) pandemic to be a 3.0 per cent. contraction of the 

world economy in 2020, followed by a partial recovery based on a 5.8 per cent increase of GDP in the 

following year. This is a considerable downward revision, as in the update made in January, when the 

outbreak was still practically confined to China, the IMF projected an economic expansion of 3.3 per cent. 

in 2019 and 3.6 per cent. in the following year. The IMF noted that this would be the first time in almost a 

century that the advanced economies and the emerging markets would be simultaneously in recession. The 

IMF forecasts, for example, that the Eurozone as a whole should contract by 7.5 per cent. this year (the 

European Commission projected -7.7 per cent.). The IMF stressed that the world changed dramatically 

during the three months that elapsed since the previous report (published in January 2020), highlighting that 

this is a crisis like no other, pointing to three reasons for such: i) the economic decline caused by the health 

crisis shall be deeper than the losses that triggered the financial crisis of 2007/08; ii) as in a war or political 

crisis, severe uncertainty persists on the intensity and duration of this economic shock; iii) this is a crisis in 

which it is much more difficult to put in place economic stimulus measures than other crises, because the 

economic paralysis arises precisely from the containment measures enforced. As such, the chief economist 
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of the IMF considers it very likely that this year the global economy shall experience its worst recession 

since the Great Depression. In addition, in mid-May, an IMF official admitted that the economic outlook 

was already worse than what the fund had forecast when the WEO was updated in April. For the IMF, the 

most likely scenario is that of a second wave of infections at the end of the year, which will have implications 

for the economy. The official admitted, however, the possibility of recovery soon after the lockdown, giving 

as an example what is happening with China. 

In terms of the main risks and uncertainties for economic growth, it should be noted that, in the updating of 

the WEO of the IMF in April, the focus of the risks and uncertainties was completely dominated by the 

developments and estimates of real impact of the COVID-19 pandemic. As noted above, the IMF stated that 

it is very likely that in 2020 the global economy shall experience its worst recession since the Great 

Depression. The IMF believes that there shall be a partial recovery in 2021 in relation to the recession 

forecast for 2020. Nonetheless, the level of this recovery is still dependent on a series of variables which, 

at present, are still impossible to know in all their magnitude. The IMF stresses that the scenario of 2020 

could further worsen according to the evolution of a series of factors: i) prolonging of the containment 

measures; ii) severity of the impact on developing economies; iii) deterioration of funding conditions; and 

iv) supplementary degradation of the confidence in the result of the progressive closure of companies and 

increased unemployment. According to the IMF, how the world will be once the COVID-19 pandemic is 

overcome remains a great unknown: how will people behave and what will be the structure of the economy, 

and what will be the risks and opportunities emerging from this crisis. It should be noted that the IMF 

forecasts a loss of worldwide GDP of close to 9 trillion dollars caused by the pandemic, representing around 

10% of global production. On the other hand, the IMF considers that we may witness a worldwide economic 

recovery of a scale never experienced before. Therefore, for the Portuguese economy, the risks and 

uncertainties was also completely dominated by the developments and estimates of real impact of the 

COVID-19.  

With respect to the labour market, unemployment is likely to increase significantly in 2020. The sudden 

drop in economic activity since March 2020 led to a sharp increase in unemployment registrations, despite 

the significant job-support measures enacted. Many of the job cuts are likely to be temporary, but the 

expected slow recovery in tourism and related services is likely to have a negative impact on labour demand 

over a longer period. In the last European Commission’s projections (on 6 May 2020), the unemployment 

rate is set to rise from 6.5 per cent. in 2019 to about 9.7 per cent in 2020 before improving to around 7.4 per 

cent. in 2021, whereas, for the IMF (14 April 2020), the unemployment rate is expected to rise to 13.9 per 

cent. in 2020 and then decrease to 8.7 per cent. in 2021. 

In 2019, annual headline inflation remained low at 0.3 per cent., mainly driven by a significant decline in 

energy prices. The negative contribution of energy prices is expected to be even more pronounced in 2020. 

At the same time, the government’s containment measures and the subsequent limits to the supply of labour 

and production capacities may generate inflationary pressures in certain goods, such as food and healthcare 

products. However, downward pressures are expected to prevail and inflation is set to be slightly negative 

in 2020 (the European Commission points to -0.2 per cent., the same projection of the IMF). 
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In Portugal, the data disclosed by the Portuguese National Statistics Institute (INE) points to a budget 

surplus of 0.2 per cent. of GDP in 2019, representing the largest budget balance of the entire democratic 

history of Portugal. However, the budget balance is expected to worsen this year, reflecting the impact of 

the COVID-19 crisis. 

On 24 April 2020, Standard & Poor's changed the Portuguese Republic's rating outlook from positive to 

stable, due to the effects of the COVID-19 pandemic on the national economy, reaffirming the BBB rating 

for long-term public debt. 

Several challenges persist as fiscal consolidation, and private and public debt levels remain high. In fact, as 

already mentioned, the year 2020 will even be marked by an increase in the public debt ratio, reflecting the 

impact of the COVID-19 crisis on economic activity and public finances. It is still unclear whether the 

Portuguese economy will begin to recover in a sustainable way (after recover from the impact of COVID-

19 crisis), particularly through an increase in investment. The control of the pandemic throughout the next 

months will be very important for the Portuguese tourism sector to recover part of the lost reserves, and 

Portugal, due to the fact that it has been less affected by the pandemic compared to two other Southern 

European tourism destinations (Spain and Italy), should also end up seeing a relatively faster recovery of 

this important sector.” 

IV. GENERAL INFORMATION 

5. In the Chapter headed “General Information” of the Base Prospectus, on page 193, paragraphs no. 3. and 

4. shall be deleted and replaced by the following paragraphs:  

“(3) Save as otherwise disclosed in "Recent Developments" and "Risk Factors – Coronavirus impacting 

global economy and markets", there has been no significant change in the financial or trading position 

of Banco Montepio and/or the Group and no significant change in the financial performance of Banco 

Montepio since the end of the last financial period for which financial information has been published, 

31 March 2020.   

(4) Save as otherwise disclosed in "Recent Developments" and "Risk Factors – Coronavirus impacting 

global economy and markets", there has been no material adverse change in the prospects of Banco 

Montepio since 31 December 2019, the date of the last audited consolidated annual financial 

statements of Banco Montepio for the financial year ended 31 December 2019.” 
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