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1. Transaction Overview
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Trans action Overview

Executive Summary

● Caixa Económica Montepio Geral (“Montepio”) intends to execute its inaugural benchmark
issue, out of its €5bn Covered Bond Programme.

● The issue will be backed by a high quality portfolio of residential mortgage loans originated
in Portugal.

● The key objectives of Montepio on undertaking the proposed transaction are:

● to obtain medium/long term committed funding at competitive pricing;

● to further diversify its investor base;

● to consolidate the profile of Montepio in the international capital markets through the
use of a new funding instrument.
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Trans action Overview

Inaugural Covered Bonds Issue

Issuer Caixa Económica Montepio Geral

Programme Size Eur 5,000,000,000

Required OC Maximum amount of bond issuance 
is 95%

Expected Ratings [AAA] / [Aa1] by Fitch / Moody’s

Cover Pool Monitor KPMG

Collateral Portuguese first lien residential 
mortgages

Listing Eurolist by Euronext Lisbon

Arranger The Royal Bank of Scotland

 The issuance of Covered Bonds (Obrigações Hipotecárias – O.H.) is regulated by DL
59/2006, from the Ministry of Finance, and by several regulatory notices (Avisos) issued by
the Bank of Portugal.

 O.H. are collateralised by a dynamic pool of high quality residential mortgages.

 The Cover Pool is segregated on the Issuer’s Balance Sheet and O.H. holders have a special
creditor’s privilege over the Cover Pool.

Programme

Issue Size Eur [1,000,000,000 - 1,250,000,000]

Currency Eur

Maturity [3] / [5] years

Coupon Annual, Fixed Rate

Dealers Barclays Capital, Citi, Fortis Bank, 
Natixis, Société Générale, 

Bayerische Hypo- und Vereinsbank 
AG, Deutsche Bank 
Aktiengesellschaft, Landesbank 
Baden-Württemberg, Nomura 
International, UBS, CALYON, DZ 
Bank, Merrill Lynch, The Royal 
Bank of Scotland

First Issue
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Programme Overview

Key Investment Considerations

● Caixa Económica Montepio Geral (Montepio) is the oldest financial institution in Portugal (established in 1844) with
short-term ratings of P-1/ F2 and long-term ratings of A2 / A- by Moody’s / Fitch respectively.

● Montepio is the sixth largest Portuguese banking institution and one of the largest providers of housing and
construction mortgage finance, with total mortgage assets in excess of €10,668 million, as at 31 December 2008.
Montepio’s non-consolidated total assets net of provisions and depreciation amounted to €17,559.4 million as at 31
December 2008.

● Montepio is an experienced mortgage originator with an established track record acting as originator and servicer for its
Pelican Mortgages RMBS transactions (No. 1, 2, 3, 4 and 5) each of which was very well received in the market.

● A granular and geographically well-diversified collateral consisting of prime first or first-and-subsequent lein
Portuguese residential mortgages.

● Low WA original ([73.60%]) and current ([62.77 %]) LTVs; [21.2] years WA remaining life; highly seasoned pool with a
[6] years WA seasoning; [0.93] % WA margin.

● 100% monthly-paying floating rate mortgages ([10.5%] increasing instalment loans) with no buy-to-let.

Experienced
Originator

ALM 
and

Regulation 

● Strong Portuguese Covered Bond framework specifies robust collateral criteria including inter alia:

● All current LTVs below 80% (residential properties) or 60% (commercial)

● Loans with more than 90 days arrears become ineligible for the Cover Pool

● All properties covered by insurance and valued regularly in accordance with Bank of Portugal requirements

● Substitute collateral must be low-risk and highly liquid, and is limited to 20% of the Cover Pool

● Legal requirements governing reporting to the Bank of Portugal pursuant to Decree Law 59/2006 address proper
segregation of the Cover Pool.

● Highly rated transaction counterparties including ABN AMRO Bank N.V. as provider of the interest rate swaps.

Experienced 
Originator

Quality
Collateral

Sound
Structure
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2. Caixa Económica Montepio Geral
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From a Small Specialised Institution to 6th Financial Group in Portugal

• Caixa Económica Montepio Geral ("Montepio") is a savings bank and the oldest financial institution in Portugal (established in 
1844).

• Montepio is fully owned by Montepio Geral Associação Mutualista (MGAM), a private mutual association, which is a not-for-
profit organization, constituted in 1840, with the aim of promoting and developing social protection and health benefits and 
improve the life quality of its mutual members.

• Montepio was created to serve the mutualism aims: offer the mutualism schemes and develop banking intermediation; its goal 
is to recruit each bank costumer as a member of the Mutual Association, currently has 421,767 mutual members and 1.2 million 
clients. 

• Together with its subsidiaries, Montepio offers 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 for all its customers financial needs.

• The short-term unsecured, unsubordinated and unguaranteed debt obligations of Montepio are currently rated P-1, by 
Moody’s, and F2, by Fitch. The long-term unsecured, unsubordinated and unguaranteed debt obligations of Montepio are 
currently rated A2, by Moody’s and A-, by Fitch.

1844

• MGAM created Caixa 

Económica de Lisboa, renamed 

Caixa Económica Montepio 

Geral in 1991

• Specialisation in mortgage 

credit until 1991

• Acquisition of the insurance 

companies and investment and 

pension fund management 

companies

• IT implementation, with the 

establishment of the first 

Portuguese ATM network,  

Chave 24

• Strong organic growth

• IT modernisation

• Launch of internet banking and 

development of other electronic 

channels

• Opening of foreign 

representative offices

• Portfolio diversification: 

universal offer with greater level 

of cross-selling and group 

integration

• Focus on the corporate sector

• Alignment of risk management 

procedures and financial market 

activities with best practices

1980 - 1990 1990 - 2003

2004 - 2009



CAIXA                   
ECONÓMICA
MONTEPIO 

GERAL

•Asset Diversification with emphasis in SME and Consumer
lending while keeping its footprint in mortgage business

•More stringent underwriting criteria in order to improve asset
quality and reduce NPL ratios

•Costs Savings and Efficiency improvement

Corporate Strategic Plan 2009-2011 Guidelines
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Main figures in brief

Eur mln

Structure of Banking IncomeCost –to-Income

NIMROA/ROE

Net Assets Profitability Indicators

83.2% 81.6% 81.4%
73.6%

16.8% 18.4% 18.6%
26.4%

Dec 06 Dec 07 Dec 08 Mar 09

Net Interest Income Other banking revenues

61% 60% 59% 64%

34% 33% 34% 29%

5% 7% 7% 7%

62,8% 60,7% 61,9% 46,1%

2006 2007 2008 Mar-09

S taff Cos ts Adminis trative Cos ts Depreciation COI
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Franchise value – footprint in the Mortgage Market

• Despite the intense competition and the financial crisis Montepio managed to keep its market shares.

Market Share in Main Business Areas (%)

5,9 5,8 5,6
4,3 4,3 4,0

8,0 7,7 7,7

2006 2007 2008

Loans  

Total Corporations Private Individuals

5,2 5,2 4,9

7,3 6,8 6,2

2,3 2,4 2,3

2006 2007 2008

Deposits  

Total Private Individuals Corporations

8,0 7,7 7,7
9,2 9,0 8,7

3,1 3,0 3,7

2006 2007 2008

Private Individuals Loans

Total Housing Consumer and Other Purposes

Sources: Bank of Portugal Financial and Monetary Statistics  and Montepio’s internal data.

12,4 12,2 12,0

9,2 9,0 8,7
9,7 9,5 9,3

2006 2007 2008

Mortgage Credit 

Construction Housing Construction + Housing
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Equity

• The weight of Institutional Capital on CEMG’s Equity has increased over the last 5 years;

• This weight was recently increased, with the injection of a further €100mn in CEMG’s IC.

8,89
10,4

10,7
11,35

11,78 11,77
11,83

12,37

6,92
7,55 7,67

7,86
8,29 8,27 8,31

8,93

Dec.07 Mar.08 Jun.08 Sept.08 Dec.08 Jan.09 Feb.09 Mar.09

(%)

Solvency Tier I

EUR '000 2004 2005 2006 2007 2008 Mar 09

Provisions for General Credit Risk 74 604 80 992 88 763 96 983 101 240 101 687

Fund for General Banking Risks 4 265 3 683 4 009 1 736 1 669 1 669

Institutional Capital 445 000 485 000 585 000 635 000 660 000 760 000

Reserves 174 585 160 459 177 021 178 852 161 985 174 071

     Legal Reserves 166 181 152 055 161 031 178 421 201 645 223 676

     Other Reserves and Retained Earnings 8 404 8 404 15 990 431 -39 660 -49 605

Net Income 33 043 45 312 60 154 64 192 35 311 20 289

Total 731 497 775 446 914 947 976 763 960 205 1 057 716

445.000 485.000
585.000 635.000 660.000

760.000

174.585 160.459

177.021
178.852 161.985

174.071

111.912 129.987

152.926
162.911 138.219

123.645

2004 2005 2006 2007 2008 Mar 09

EUR '000

Share Capital Reserves Net Income & Other
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 Capital Adequacy ratios reached very comfortable levels in Dec.08, as a  result of the increase of 181 

Million Euro of the Eligible Capital. In March 2009,  the capitalisation of the bank was further boosted with 

an injection of €100mn of Core Capital (Institutional Capital). These sound solvency ratios are top priority 

for Montepio’s Management.

 Capital adequacy ratios have been kept as very sound levels and, as far as Tier 1 capital is concerned 

(exclusively comprised of core capital), this is currently above the minimum level of 8% recommended by 

the BoP to be met by all Portuguese banks by the end of Sept.09. 

Solvency Ratio and Tier 1 - 2007 vs 2008 vs Mar. 09

8,3%

Solvency Ratio and Tier 1 - 2007 vs 2008 vs Mar. 09

8,9%
9,9%

11,4%

10,2% 9,6%

11,5%
10,6%

11,8% 11,3%
10,3%

10,7%
10,5% 10,5%

9,7%

12,4%
11,3% 11,0% 10,5% 9,9% 9,9%

Dec.07 Dec.08 Mar.09

8,9%9,9%7,1%7,5%7,1%5,5%7,1%6,8%8,8%6,2%8,3%6,4% 8,9% 8,9% 9,6% 6,8% 6,8% 6,6%

n.d.

6,4% 5,8%
Tier 1

(Individual 

Accounts)

Capital Adequacy Ratios
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Credit Portfolio Structure and Trend

Housing    
16,6%(29,7%)

Construction    
7,7%(17,3%)

Investment    
17,8%(8,4%)

Working 
Capital    

40,6%(30,3%)

Specialist 
Credit    

3,7%(2%)

Other 
Purposes    

13,7%(12,3%)

Credit by Sector

Construction   
17.9% (18.4%)

Real Estate   
6.5% (6.4%)

Trade   2.9% 
(2.5%)

Manufacturing   
1.7% (1.4%)

Hotels and 
Restaurants   
0.9% (0.9%)

Services   
0.8% (0.7%)

Other Sectors   
3.9% (2.8%)

Individuals   
65.4% (67.1%)

Mar 2009

(Mar 2008)

• Given Montepio’s retail-based business, Loans to individuals represent the major bulk of the savings bank’s credit portfolio.

• Currently Montepio is pursuing a diversification strategy, whilst keeping intact its reputation as a mortgage lender .

• Stable structure of guarantees , over 80% of the Loan portfolio, secured by property.

84,3% 83,6% 83,1% 82,4% 82,1% 81,3% 80,7%

10,8% 11,2% 11,3% 11,7% 11,7% 11,9% 11,9%

4,9% 5,2% 5,6% 5,9% 6,2% 6,8% 7,5%

Set-07 Dec-07 Mar-08 Jun-08 Set-08 Dec-08 Mar-09

Mortgage Guarantees Other Guarantees No Guarantees

New Loans Guarantee Structure
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Asset Quality – Non Performing Loans

• NPL ratio deteriorated , as a consequence of the increase of delinquent loans coupled with a slower growth of the credit portfolio.

• Still the pace of delinquencies has been slower than that of the sector.

NPLs Ratios

%

* Adjusted NPL: Total NPL - 100% provisioned NPL
Source: Bank of  Portugal

2.24%
2.50%

2.95%
3.32%

1.91% 2.00%

2.58% 2.67%

3.24%

3.87%
4.13%

4.76%

Dec-07 Mar-08 Dec-08 Mar-09

Total Retail Mortgage Corporate Construction
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• Most NPL’s are recoverable, given the associated guaranties (86,3% property secured).

• Coverage Ratio stood at 110,2%

102.0

124.3
117.0

106.5 110.2 105.1

0

20

40

60

80

100

120

140

0

100

200

300

400

500

2004 2005 2006 2007 2008 Mar-09

Credit Provisions Coverage Ratio

%

€ mio

Coverage Ratio = Provisions/(Credit Due over  3 Months+ 
Interest)

Asset Quality – Non Performing Loans

Guarantee Structure

82,9% 83,0% 88,3% 86,3%

10,1% 9,4%
6,7% 8,0%

7,0% 7,6% 5,0% 5,8%

Dez-07 Mar-08 Dez-08 Mar-09

Mortgage Guarantees Other Guarantees No Guarantee

Coverage Ratio
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NPL Ratio - Housing NPL Ratio - Construction

NPL Ratio ïTotal Credit
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Portugal Spain
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Portugal Spain

0,5%

1,5%

2,5%

3,5%

4,5%

J
u

n
-0

5

O
u

t-
0
5

F
e

v
-0

6

J
u

n
-0

6

O
u

t-
0
6

F
e

v
-0

7

J
u

n
-0

7

O
u

t-
0
7

F
e

v
-0

8

J
u

n
-0

8

O
u

t-
0
8

F
e

v
-0

9

Portugal Spain

 Historically, the Portuguese banks NPL 

ratios have stood above the Spanish peers. 

However, since July 2008, this trend has been 

reversed;

 Non-Performing Loans ratios in Portugal 

have increased much slowly than in Spain;

 The Portuguese Housing NPL ratio in 

February was 1,6%, under the Spanish record 

level of 2,4%, last quarter 2008.

Asset Quality – Portugal vs Spain
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Funding Strategy Overview

 Support activity growth levels, balancing retail deposits with stable, cost-competitive and diversified
medium/long- term debt instruments;

 Progressively bridge the maturity gap between assets and liabilities, thus contributing to liquidity risk
management;

 Provide for the equilibrium of capital adequacy ratios;

 Resumption of the utilisation of the EMTN Programme, coupled with other medium/long-term debt
instruments;

 Capitalising on a greater visibility, Montepio is committed to become a regular player in the international debt
capital markets as a means to widen its investor base and funding sources;

 Pursuing its strategy in the wholesale funding market, Montepio plans to use its “Obrigações Hipotecárias”
Programme as a means to achieve:

• The optimisation of funding costs;

• A further diversification of funding sources;

• Reach a new investor base;

• The extension of the maturity profile of its liabilities;

• The improvement of ALM.
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Funding Sources

March 2009

•Institutional Capital:  ú100 mn

•Pelican Mortgages #5: ú1,000 mn

 Well Diversified and Stable Funding Sources.

2006

•Institutional Capital:  ú100 mn

•Senior FRN: ú1,000 mn

•LT2: ú50 mn

•Syndicated Loan: ú225 mn

2007

•Institutional Capital:  ú50 mn

•Senior FRN: ú830 mn

•Loan Agreements: ú85 mn

•Pelican Mortgages #3: ú750 mn

2008

•Institutional Capital:  ú25 mn

•LT2: ú328 mn

•Pelican Mortgages #4: ú1,000 mn
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Impact on the group of the credit squeeze in the domestic and international markets.

 Thus far, Montepio has been able to manage the more challenging market conditions, by refocusing its funding on
attracting deposits from retail and institutional investors.

Trend in the Funding sources during the past 12 months

0

2.000.000

4.000.000

6.000.000

8.000.000

10.000.000

12.000.000

14.000.000

16.000.000

18.000.000

20.000.000

Mar-08 Mai-08 Jul-08 Set-08 Nov-08 Jan-09 Mar-09

Retail Funding Institutional Deposits Wholesale Funding Money Market and Repos

Eur 

Funding Sources
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Total outstanding wholesale debt in issue at consolidated level, including the type of debt, and maturity, for the next
five years:

 The issue of MTNs has, historically, been the
most important wholesale funding source.

 Circa 35% of the outstanding debt exhibits a
residual maturity which is longer than 3 years.

Maturity profile of outstanding wholesale debt
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3. Overview of Residential Mortgage 
Business
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Underwriting Begins at Branch Level… 

• At branch level, internal credit rules require that information including financing application, identifying documents, informative
questionnaires and official documents showing customer income is collected, checked and submitted to the application scoring
system.

• Credit analysis filters through 4 levels of decision, according to the nature and amount of the credit. The levels of authorisation are
the Branch Managers, the Regional Department Manager, the Commercial Manager, and the Credit Committee (involving the
Board).

• The scoring system automatically checks for any incidents stored in Montepio s and the Bank of Portugal s credit databases and
also checks credit policies / rules (e.g. LTV, DTI).

• Spreads range from 0.8% to 1.85% and are set according to LTV and Risk Class. The maximum reduction which can be applied to
spread is 0,3 p.p.

• For housing credit, turn-around time from origination to approval / rejection is around 15 days, and around 30 days from
origination to receipt of loan by the borrower; for construction credit the overall turn-around time is around 34 days.

Decision Level Credit Process

1 – Loan size up to EUR 200,000 Branch

2 – Loan size from EUR 200,000 to EUR 400,000 Regional Department Manager

3 – Loan size beyond EUR 400,000 Commercial Manager

4 – Exceptional cases
Credit Committee

Board of Directors (4 members) and Commercial Managers (7)
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… with Property Appraisal and Income Verification for Each Loan

In all cases an appraisal of the property is required before granting a mortgage loan:

• External appraisers – Civil Engineers registered with the Portuguese Association of Engineers. Appraiser selection criteria based on
Curriculum Vitae, professional experience and local knowledge.

• Quality Control – Periodic meetings to standardize valuation criteria. Branches verify valuation reports based on their experience and
knowledge of the local market.

• One appraiser is sufficient for properties up to EUR 2,500,000; whereas for greater value properties two appraisers are required.

• Montepio is focused on quality and process improvement and has developed a robust underwriting audit infrastructure to support these
efforts. The Department concerned includes 17 auditors with an average of 10 years experience on the job, all of them professionally qualified
as technicians or inspectors, with the majority (13) allocated to branch audit.

Similarly standard income verification procedures are followed:

• Applicants are required to provide their last personal income tax settlement document and earnings declaration, or other evidence of earnings
issued by the competent Tax Department.

• Employment situation certified by a statement from employer with details of seniority and terms of contract. Case-by-case review if at least
one of the applicants is unemployed.

• Under the own housing system (MG Habitação) documentary evidence of earnings of the family unit may relate to either the previous year or
the year in progress. To this end a statement by the employer is requested declaring the salary earned as well as latest wage slips. It should be
noted that under the legal system only those documents referred to in the first place may be accepted.

Credit Scoring Model Behavioural Scoring

First implemented in 2001, it is monitored periodically,  to formalise evaluation and decision-
making criteria for personal credit applications: (current models were implemented in 1Q07)

• Developed from historical experience;

• Derived from socio-professional, demographic and financial variables

• Verifies incidents registered in Internal and External Data Bases

• Checks other credit rules, including: debt-to-income, LTV ratio and proof of employment

Allows for the automatic decision making and can only be overridden by the Board.

Implemented in 2003 to support credit risk 
assessment and marketing actions focusing on pre-
approved loans.

Evaluates risk of each customer based on customer’s 
relationship with Montepio.

Three different models differentiating customers 
with different relationship levels.
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The Recovery Process

• Since October 2008, a new approach to NPL recovery was adopted, with the increase of the monitoring frequency.

• This new approach involved the Commercial, Legal, Risk and Control Management Departments, weekly meetings and the
production of NPL monitoring reports.
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Weekly NPL Meetings: 

Multifunction's Monitoring

Branches Procedures:

 First contact with borrower, either personally or by 
phone, or, if necessary, with guarantors

 Draw-up new settlement plan and decide about it, for 
loans in arrears with less than 2 months

 Monitor the evolution of the contracts with new 
settlement plans

Legal Division Procedures:

 Send letter to borrower/guarantor informing that they have 15 
days to pay before legal action is taken

Approve new payment plans and  if no payments plan is 
submitted  within 1 month, the case is given to a lawyer to take it 
to court in 15 days

Pre-Litigation Dpt.
(Personal and telephone negotiation of 

payment plan, can renegotiate spread, or take 

property back)
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Overview of Residential Mortgage Business

Loan Portfolio by Purposes

2.170 2.265 2.247 2.228

7.903 8.374 8.421
8.378

3.052
3.625 4.281 4.206

2006 2007 2008 March 2009

Construction Housing Other Purposes

11,3% 8,7% 4,8% 2,8%YoY

13.125
14.264

14.949 14.812

Mortgage Book Structure

 The mortgage book structure
remained unchanged between
December 2007 and March 2009.

21,0% 20,7% 20,7%

3,8% 3,8% 3,8%

1,6% 1,7% 1,7%

73,1% 73,2% 73,2%

0,6% 0,6% 0,6%

Dec 07 Dec 08 Mar 09

Construction 2nd home Offices 1st home Buy-to-Let

EUR Mn

 Credit growth is decelerating, due to the
economic downturn and in line with peer
group.

 In accordance with the business
diversification policy, the weight (71,6%)
of mortgage loans (housing and
construction) decreased, this is being off-
set by Working Capital, Investment and
Consumer loans.
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Overview of Residential Mortgage Business

Distribution New Loans by Purpose ïJan-Apr09Distribution New Loans by Maturity ïJan-Apr09

Җ мл ȅŜŀǊǎ
5%

Ҕмл ŀƴŘ Җ мр ȅŜŀǊǎ
8%

Ҕ мр ŀƴŘ Җ нл ȅŜŀǊǎ
10%

Ҕ нл ŀƴŘ Җ нр ȅŜŀǊǎ
12%

Ҕ нр ŀƴŘ Җ ол ȅŜŀǊǎ
15%

Ҕ ол ŀƴŘ Җ ор ȅŜŀǊǎ
11%Ҕ ор ŀƴŘ Җ пл ȅŜŀǊǎ

21%

Ҕ пл ŀƴŘ Җ пр ȅŜŀǊǎ
8%

Ҕ пр ŀƴŘ Җ рл ȅŜŀǊǎ
10%

Source: Montepio



28

Overview of Residential Mortgage Business

Mortgage Product Overview

The instalments can be:
- Constant 
- Fixed (the term of the contract 

is adjusted to keep the 
instalment fixed) 

- Mixed (during the first 8 years 
- maximum - of the loan, the 
instalment increases and then 
becomes constant) for loans 
with LTV < 60%

- Floating rate loans 
(indexed to either 3 or 6 
months Euribor)

- Fixed rate loans – are 
available for the 
following tenors 2, 3, 4, 
5, 10, or 15 years. 

- Maximum Term  – 600 
months (50 years)

- The sum of the term of the 
credit and the age of the 
borrower cannot be greater 
than 80 years

- Direct Debit from current account
- Generally on a monthly-basis 

(though quarterly or semi-
annually are also possible, namely 
for specific products)

- First payment one month after the 
contract is signed-off

- Partial or total prepayments 
allowed. Law imposes a 0.5% fee 
ceiling for indexed rate loans and 
2% for fixed interest rate loans

- MultiRisk Insurance is 
compulsory

- MultiRisk covers floods, 
storms and, if required,  
seismic activity (for 
amounts Ó reconstruction 
cost)

- Life Insurance is 
compulsory

- Government pays part of the 
interest directly to Montepio

- Represent 20% of loan 
portfolio

- Maximum Term – 30 years, 
with the possibility to extend 
up to 50 years

- Phased-out in Sept. 2002

Loan Type Interest RateMortgage Term

Payment Security Subsidised Loans
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4. Covered Bond Programme 
Description
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Programme Overview

Transaction Structure

• Through their inaugural, EUR 5 bln Covered Bond Programme, Montepio is 
seeking to meet their objectives of further diversification of funding sources at 
an optimal cost of funding.

• The Covered Bonds will be issued directly by Montepio and collateralised by a 
dynamic Cover Pool of prime, first(-and-subsequent) ranking Portuguese 
residential mortgages.

Montepio

Cover Pool

Covered 
Bonds

5.26% min 
OC

Borrowers

ABN AMRO 
Bank N.V. as 

Hedge 
Counterparty

KPMG as Cover 
Pool Monitor

Coupons and 
Principal

Interest and 
Amortisation

Hedging 
Contracts

The Cover Pool Monitor, registered with CMVM and 
independent of Montepio, will perform monthly 

monitoring of Cover Pool composition, valuations and 
hedging contracts, and will submit an annual audit 

report to Montepio and Bank of Portugal

Represents interests of 
the Covered Bond 
holders e.g. in case of 
amendments or 
insolvency

Special creditor 
privilege

First Issue

Size EUR [1.00-1.25] bln

Currency Euro

Ratings [AAA] / [Aa1] 

Fitch / Moody’s

Maturity [3]/[5] years

Coupon Annual, Fixed Rate

Listing Euronext Lisbon

Citicorp as a 
Common 

Representative
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Programme Overview

Montepioõs Cover Pool Management

● The Cover Pool (including Mortgage Credits, Hedging Contracts and Other Assets) will be segregated on Montepio’s
balance sheet; by law, in the event of Montepio’s insolvency, Covered Bond obligations are secured by a special creditor
privilege over the Cover Pool.

● The Cover Pool will be managed in accordance with eligibility criteria established by Covered Bonds Law:

● First or first-and-subsequent ranking mortgages on property in EU Member States (initially 100% in Portugal)

● All current LTVs below 80% (residential properties) or 60% (commercial)

● Mortgage loans must be replaced if more than 90 days overdue

● All properties covered by insurance

● Substitute collateral must be low-risk and highly liquid, and is limited to 20% of the Cover Pool

● Mortgage collections from the Cover Pool will be deposited into a separate, dedicated account at Montepio on a daily
basis; each month, such funds will be used to purchase new assets to include in the Cover Pool to replace amortised
amounts.

● In respect of mortgages in the Cover Pool, all properties must be included at their commercial / market value, as
determined initially by a full, independent valuation; [annual] revaluation of residential may be performed using indices
/ models recognised by the Bank of Portugal, though full revaluation may be required e.g. in case of substantial decrease
in value.

● Interest mismatches will be hedged via swap agreements.

● The Cover Pool must satisfy “prudential tests” at all times:

● 5.26% minimum over-collateralisation, i.e. Covered Bonds must not exceed 95% of the Cover Pool by balance

● NPV of Covered Bonds must not exceed that of the Cover Pool (+/- 200 bps parallel shift of yield curve)

● Average maturity of Covered Bonds must not exceed that of the Cover Pool

● Interest payable on Covered Bonds must not exceed that received from the Cover Pool; a “liquidity map” (at 1
month, 1-3 months, 3-6 months and 6-12 months) must be measured on a monthly basis

● 100+ day exposure to a single credit institution capped at 15% of nominal value of outstanding Covered Bonds

● Regular reporting to the Bank of Portugal must address the current contents of the Cover Pool and the above.

Cover
Pool

ALM 
and

Regulation 
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Programme Overview
Portugalõs Strong Covered Bond Framework Decree Law 59/2006

Cover
Pool

ALM 
and

Regulation 

Portugal Germany Ireland Denmark France Sweden The Netherlands United Kingdom Spain

Obrigacoes 
Hipotecarias

Mortgage 
Pfandbriefe

Asset Covered 
Securities

Realkredit-
Obligationer

Obligations 
Foncières

Säkerställda 
Obligationer

Dutch Covered 
Bonds

UK Covered 
Bonds

Cédulas

Special Bank Principle No No Yes Yes Yes No No No No

LTV Residential 80% 60% 75% 80% 60-80% 75% 80% 60-75% 80%

LTV Commercial 60% 60% 60% 60% 60% 60% n.a. n.a. 70%

Limitation on Commercial 

Mortgages in Collateral Pool
- - 10% - - 10% 0% 0% -

Covered Bonds as Collateral No No No No No Yes Yes No No

Maximum Substitute Collateral 20% 10% 20% - 20% 20% 10% No -

Derivatives as Collateral Yes Yes Yes No Yes Yes Yes Yes No

Segregated Collateral Pools Yes Yes Yes No No Yes Yes Yes No

Mandatory OC Yes (5.26%) Yes Yes Yes Yes Yes Yes Yes Yes

Acceleration on Issuer Bankruptcy Yes No No No No No No No No

Independent Trustee Yes Yes Yes No Yes Yes Yes No No

Supervision
Bank of 
Portugal

German 
Financial 

Supervisory 
Authority

Central Bank of 
Ireland

Danish Financial 
Supervision 

Authority

French Banking 
Commission

Swedish 
Financial 

Supervision 
Authority

The Authority 
Financial Markets

Financial 
Services 
Authority

Central Bank of 
Spain and  
Spanish 

Commission of 
Securities

Currency Matching Requirement Yes Yes Yes Yes No Yes Yes Partly No

Duration Matching Requirement Yes No
Yes

(Public Only)
Yes No No No No No

Interest Matching Requirement No Yes Yes Yes No Yes Yes Partly No

NPV Matching Requirement Yes Yes No Yes No Yes No No No

Risk Weighting 10% 10% 10% 10% 10% 10% 20% 20% 10%

Circulation Limit - -
50x Issuer's 

Capital
(Public Only)

- - - No Yes -

Eligible for Refinancing with ECB Yes Yes Yes
No, Only Danish 

Central Bank
Yes

No, Only 
Riksbank

Yes Yes Yes

Source: RBS
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5. Provisional Pool Overview
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Provisional Pool Overview

Cut-Off Date 17-04-2009

Outstanding Amount 1,578,658,182

No. Loan Parts 26,228

Avg Current Balance 60,189.80

No. Of Borrowers 23,683

Avg Current Balance per Borrower 66,657.86

WA Seasoning (yrs) 5.9

WA Remaining Term (yrs) 21.2

Floating Interest 100%

WA Interest Rate 4.01%

WA Spread 0.93%

WA Original Loan-To-Value (Original Valuation) 73.60%

WA Current Loan-To-Value  (Original Valuation) 62.77%

WA Current Loan-to-Value (Last Valuation) 56.53%

First or First-and-Consecutive Liens 100%

First, Owner Occupied Property 95.80%

Second Homes 4.20%

Employed 84.58%

Self-Employed 8.20%

Unemployed 2.76%

Subsidised Loans 36.15%

Youth 23.81%

Other 12.33%

Performing Loans (Not in arrears) 100%

Constant Amortisation Loans 89.46%

Mixed Amortisation Loans 10.54%

Maximum Property Exposure 0.04%

Average Property Exposure 0.00%
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Provisional Pool Overview

Breakdown by Original Balance Breakdown by Current Balance
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Provisional Pool Overview

Breakdown by Original LTV Breakdown by Current LTV
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Provisional Pool Overview

Breakdown by Seasoning Breakdown by Remaining Maturity
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Provisional Pool Overview

Breakdown by Employment
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Provisional Pool Overview

Breakdown by Property Location
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Appendix 1:
Montepio Financials
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Income Statement (Non-consolidated )

000 Eur

Amount % Amount % Amount % Amount % Dec March

  Interest Income 850 701 241 439 1 009 961 279 202 18.7 15.6

  Interest Expense 522 563 151 403 676 192 181 331 29.4 19.8

1 - NET INTEREST INCOME 328 138 81.6 90 036 85.6 333 769 81.4 97 872 73.6 1.7 8.7

 Other Net Banking Income 73 897 18.4 15 101 14.4 76 305 18.6 35 052 26.4 3.3 132.1

     Profit on Services Provided to Customers      77 862 19.4 20 171 5.0 84 067 20.5 20 242 5.0 8.0 0.4

     Profit on Market Operations -8 349 -2.1 -5 605 -1.4 -10 296 -2.5 14 744 3.7 23.3 363.1

     Return on Financial Holdings 1 719 0.4 124 0.0 1 951 0.5 0.0 13.5

     Profit on Sale of Property for Trading 2 665 0.7 411 0.4 583 0.1 66 0.0 -78.1 -83.9

2 - BANKING INCOME 402 035 100.0 105 137 100.0 410 074 100.0 132 924 100.0 2.0 26.4

  Staff Costs 147 616 36 788 149 988 38 929 1.6 5.8

  Supplies and Third Parties' Services 80 858 21 684 85 651 17 735 5.9 -18.2

3 - ADMINISTRATIVE COSTS 228 474 56.8 58 472 55.6 235 639 57.5 56 664 42.6 3.1 -3.1

4 - OPERATING CASH-FLOW ( 2-3 ) 173 561 43.2 46 665 44.4 174 435 42.5 76 260 57.4 0.5 63.4

  5 - Depreciation 15 676 4 122 18 367 4 578 17.2 11.1

  6 - Net Provisions 93 693 25 976 120 757 51 393 28.9 97.8

          Provisions 312 435 82 771 449 660 109 401 43.9 32.2

          Provision Write-back 218 742 56 795 328 903 58 008 50.4 2.1

7 - RESULTS FOR FINANCIAL YEAR ( 4-5-6) 64 192 16 568 35 311 20 289 -45.0 22.5

8 - CASH-FLOW FOR THE FINANCIAL  

       YEAR ( 5+6+7 ) 173 561 46 665 174 435 76 260 0.5 63.4

9 - COST-TO-INCOME 60.7% 59.5% 61.9% 46.1%

10 - LEVEL OF NET PROVISIONS (6 / 4) 54.0% 55.7% 69.2% 67.4%

Dec 2008Dec 2007 YoY  %March 2008 March 2009



42

Balance Sheet (Non-consolidated )

000 Eur Dez-07 Mar-08 Dez-08

Net Assets Net Assets Net Assets Gross Assets

Accum. 

Deprec.and 

Provisions

Net Assets Value %

Assets

Cash and Deposits at Central Banks 269 201 231 641 254 742 389 284 389 284 157 644 68.1

On sight availabilities with Credit Institutions 62 664 79 456 92 125 62 017 62 017 (17 438) -21.9

Financial assets held for negotiation 38 084 55 104 56 899 80 017 80 017 24 912 45.2

Finantial assets at fair value through profit or loss 3 897 3 937 4 031 3 964 3 964 

Finantial assets available for sale 905 195 936 979 1 886 107 2 932 308 32 169 2 900 139 1 963 159 209.5

Applications in credit Institutions 663 021 424 483 166 781 272 457 27 272 430 (152 053) -35.8

Costumers Credit 14 108 881 14 247 159 14 724 822 14 861 681 310 608 14 551 073 303 915 2.1

Investments held until maturity 39 371 39 888 39 912 40 162 40 162 274 0.7

Coverage derivatives 9 372 6 939 7 045 8 986 8 986 2 048 29.5

Other assets available for sale 96 833 96 753 92 312 117 057 24 038 93 018 (3 735) -3.9

Other tangible assets 80 921 81 559 85 847 186 259 100 637 85 623 4 064 5.0

Intangible fixed assets 13 619 13 919 14 776 48 911 34 406 14 505 586 4.2

Interests in Associated Companies 30 597 30 597 30 626 30 626 30 626 29 0.1

Other assets 113 523 108 436 103 354 121 533 3 473 118 060 9 623 8.9

Total Assets 16 435 179 16 356 850 17 559 379 19 155 263 505 359 18 649 905 2 293 054 14.0

Liabilities

Resources from the Central Banks 852 803 702 774 702 774 

Financial liabilities held for negotiation 54 737 59 130 35 886 31 270 31 270 (27 861) -47.1

Debts with credit institutions 952 282 903 062 1 073 122 1 148 692 1 148 692 245 630 27.2

Debts with costumers 8 086 025 8 215 274 8 009 242 8 325 463 8 325 463 110 189 1.3

Debts ecurities 5 246 771 5 178 795 4 670 942 4 471 028 4 471 028 (707 767) -13.7

Financial Liabilities Associated to Transferred Assets 670 633 652 293 1 450 122 2 408 059 2 408 059 1 755 767 

Hedging derivatives 7 736 2 596 1 801 2 615 2 615 19 0.7

Provisions for liabilities and charges 98 720 99 656 102 908 103 356 103 356 3 700 3.7

Subordinated debt 301 848 301 832 386 872 381 000 381 000 79 168 26.2

Other liabilities 138 383 94 273 118 385 121 288 121 288 27 015 28.7

Total Liabilities 15 557 135 15 506 911 16 702 083 17 695 544 17 695 544 2 188 633 14.1

Equity

Share capital 635 000 635 000 660 000 760 000 760 000 125 000 19.7

Fair value reserves 431 -12 887 -39 660 -49 605 (49 605) (36 718) 284.9

Reserves and retained earnings 178 421 211 259 201 645 223 676 223 676 12 418 5.9

Profit for the year 64 192 16 568 35 311 20 289 20 289 3 721 22.5

Total Equity 878 044 849 939 857 296 954 360 954 360 104 421 12.3

Total Liabilities and Equity 16 435 179 16 356 850 17 559 379 18 649 905 18 649 905 2 293 054 14.0

Mar-09 YoY
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Source: INE

Geographical distribution of house value / 
appraisals
Mainland=100 (€1150/m2, Q4.08)
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Financial Division

José Carlos Mateus
Tel. +351 213 249 858
E-mail:jcmateus@montepio.pt

Artur Gama
Tel. +351 213 249 848 
E-mail:acgama@montepio.pt

Fernando Teixeira
Tel. +351 213 248 158
E-mail:fmteixeira@montepio.pt

Fax: +351 213 248 161

Contact Details

Risk Division

Jorge Barros Luis
Tel. +351 213 249 867
E-mail:jjluis@montepio.pt
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Disclaimer

This document has been prepared by Montepio only for use in the roadshow presentation. This document is confidential 
and is not to be reproduced by any person, nor to be distributed to any person other than its original recipient and not 
without the written consent of Montepio. Montepio doesn’t take any responsibility for the use of these materials by any 
person.

This document does not constitute a prospectus for any bond offering (an "offering“) and shall not be considered as an 
invitation to invest. Any decision to buy or purchase bond should be only on the basis of the information contained in the 
Prospectus. In particular, investors should pay special attention to any risk factors described in the prospectus.

Only the contents of the Prospectus are binding on Montepio.

Some information contained herein and other information or material may include forward-looking statements based on 
current beliefs and expectations about future events. These forward-looking statements are not guarantees of future 
performance and are subject to inherent risks, uncertainties and assumptions about Montepio. Those events are uncertain, 
and their outcome may differ from current expectations, which may in turn significantly affect expected results. Actual 
results may differ materially from those projected or implied in these forward-looking statements. Any forwards-looking 
statement contained in this document speaks as of the date of this document, without any obligation from Montepio to 
update.

This document is not an offer to purchase securities in the United States. Securities may not be sold in the United States 
absent registration or an exemption from registration under the U.S. Securities Act of 1933, as amended. Montepio does not 
intend to register any portion of any Offering in the United States or to conduct a public Offering of securities in the 
United States.


