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JOINT MESSAGE OF THE CHAIRMAN OF THE BOARD OF
DIRECTORS AND THE CEO

The first six months of 2017 were marked by the acceleration of the economic recovery in Portugal,
with several institutions revising upwards their economic growth projections. In these six months the
exporting sectors, such as tourism, continued to increase their contribution to the improvement of the
Portuguese economy, together with the recovery of investment.

The normalization of the activities carried out by domestic banks was evident in the first six months of
2017. The Banks operating in Portugal have defined their future and, at this moment, are applying strict
restructuring efforts to adapt their business plan.

Millennium bcp, which completed its restructuring plan successfully, benefited from the improved
prospects for the Portuguese economy, with the normalization of the activities of the Banks operating in
Portugal and with the already proven capacity to generate operating gains in a consistent manner.

BCP's results in the first six months of 2017 amounted to 89.9 million Euros, which compares with a 197
million Euros loss in the same period of 2016. The results are characterized as being of a recurrent
nature, generated by an increase in the net interest income and by the ongoing reductions of operating
costs: core income (net interest income + fees - operating costs) grew 27.8%, reaching 559 million Euros,
with a cost-to-core income of 44.6%. During these six months it was also possible to continue to reduce
Non-Performing Exposures (NPEs) at a very good pace, which is crucial for the Bank’s sustainability, with
NPEs showing a decrease of over 700 million Euros during the first six months of 2017, with coverage
rates above 100%.

The international operations, notwithstanding more moderate economic growth paces in Angola and
Mozambique, are recording a very positive evolution. The contribution of the international operations to
the Group amounted to 87.1 million Euros.

In Poland, Bank Millennium continues to invest in innovation and in an increasingly digital business
model. The Bank posted earnings of 73.7 million Euros in the first half year of 2017. In Mozambique,
Millennium bim' earnings increased 42.6% in local currency, amounting to 42.8 million Euros. In Angola,
the first six months of 2017 were positive for Banco Millennium Atlantico, which contributed 15.8 million
Euros to the results recorded by Millennium bcp. The Bank’s business and number of Clients are growing
in line with the business plan set forth on the occasion of the merger.

In terms of consolidated business, the first six months evolved favourably, particularly in what concerns
new Clients. The number of Clients in the Group grew 4.4%, reaching more than 5.2 million. In Portugal,
the Bank was able to attract more than 110 thousand new Clients, showing that it was able to recover
its capacity to attract new business. The implementation of a strategy based on digital is also showing
significant results: the number of digital Clients now surpasses 2.2 million, more than 700 thousand of
which are Portugal, evidencing a 28% growth versus 2016. The Bank was recently considered by Global
Finance magazine as the “Best Digital Bank” in Portugal and in Poland. Regarding awards, another
highlight is the award for Millennium Bim as the “Best Bank in Mozambique” by Euromoney, the same
publication which considered Bank Millennium as the “Best Bank in Social Responsibility” in Poland.

These first six months confirmed the Bank's capacity to generate business results, quarter after quarter.
The evolution of the business indicators is positive and increases our trust in achieving the targets we
set out for 2018. In general terms we are well aligned with the defined objectives.

Millennium bcp is in a unique position in the banking industry in Portugal and in the countries where it
operates and, we reaffirm its support to society, families and companies.

EE

Nuno Amado Anténio Monteiro
Chief Executive Officer Chairman of the Board
Vice-Chairman of the Board of Directors

of Directors.
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BCP IN THE FIRST HALF-YEAR OF 2017

MILLENNIUM BCP: A SOLID BANK...

Core net income*

Net income

(Million euros)

558.6
437 .1
1H16 1H17
Individuals
Growth
YoY
Over 200,000 new
o Customers +4.4%
'i'.f Customer
Base Over 100,000
Customers +21%
aquired

Companies (source: Data E - Market Research)

(Million euros)

89.9

-197.3

1H16 1H17

Growth
YoY
2.2 million of
M active digital +19%
Clientes Customers
=. Digitais
750,000 digital
Customers +28%

#3620 & Z
Leading bank in Preferred Bank closest to
funding bank of its Customers,
exporting more innovating
companies and with better

products

*Core netincome = netinterestincome + net fees and commission income - operating costs.

... READY FOR THE FUTURE!



Report and Accounts for the first half-year of 2017

MAIN INDICATORS

FINANCIAL HIGHLIGHTS

Euro million

30 Jun. 17 30 Jun. 16 Change 17/16
Balance sheet
Total assets 73,024 73,068 -0.1%
Loans to customers (gross) 51,684 52,930 -2.4%
Total customer funds 66,070 62,823 5.2%
Balance sheet total customer funds 52,228 50,500 3.4%
Resources from customers 50,636 48,762 3.8%
Loans to customers, net / Resources from customers (1) 95% 102%
Loans to customers, net / Balance sheet total customer funds 92% 97%
Results
Net income 89.9 (197.3) 145.6%
Net interest income 678.5 600.8 12.9%
Net operating revenues 1,048.8 1,059.4 -1.0%
Operating costs 450.2 484.1 -7.0%
Loan impairment charges (net of recoveries) 305.0 618.7 -50.7%
Other impairment and provisions 110.3 198.0 -44.3%
Income taxes
Current 54.5 56.4
Deferred (11.1) (134.7)
Profitability
Net operating revenues / Average net assets (1) 2.9% 2.8%
Return on average assets (ROA) (2) 0.4% -0.3%
Income before tax and non-controlling interests / Average net assets (1) 0.5% -0.5%
Return on average equity (ROE) 3.3% -8.8%
Income before tax and non-controlling interests / Average equity (1) 5.8% -7.2%
Credit quality
Overdue loans and doubtful loans / Total loans (1) 8.1% 9.7%
Overdue loans and doubtful loans, net / Total loans, net (1) 1.2% 2.8%
Credit at risk / Total loans (1) 10.1% 11.9%
Credit at risk, net / Total loans, net (1) 3.4% 5.2%
Impairment for loan losses / Overdue loans by more than 90 days 110.1% 93.9%
Efficiency ratios (1) (3)
Operating costs / Net operating revenues 45.2% 45.6%
Operating costs / Net operating revenues (Portugal activity) 45.9% 47.5%
Staff costs / Net operating revenues 25.3% 25.7%
Capital (4)
Common equity tier | phased-in 13.0% 12.3%
Common equity tier | fully implemented 11.3% 9.7%
Branches
Portugal activity 596 646 -7.7%
Foreign activity 540 563 -4.1%
"Employees
Portugal activity 7,303 7,402 -1.3%
Foreign activity 8,506 8,496 0.1%

(1) According to Instruction from the Bank of Portugal no. 16/2004, as the currently existing version. Given the booking of Banco Millennium
Angola as a discontinued operation between March and May 2016, the consolidated balance sheet includes Banco Millennium Angola until its
derecognition, determined by the completion of the merger with Banco Privado Atlantico, in May 2016, while the respective contribution to
consolidated result is reflected in income from discontinued operations and non-controlling interests during that period, not influencing the

remaining items of the consolidated income statement.

(2) Considering net income before non-controlling interests.

(3) Excludes specific items: Euro 23.7 million profit in staff costs related to Collective Labour Agreement negotiation net of restructuring costs, in

2017, and Euro 1.2 million from restructuring costs in 2016.
(4) Including earnings for the first half of the year.
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BRIEF DESCRIPTION

Banco Comercial Portugués, S.A. (BCP, Millennium bcp or Bank) is the largest Portuguese privately-
owned bank. The Bank, with its decision centre in Portugal, guides its action by the respect for people
and institutions, by the focus on the Customer, by a mission of excellence, trust, ethics and
responsibility, being a distinguished leader in various areas of financial business in the Portuguese
market and a reference institution on an international level. The Bank also holds a prominent position in
Africa through its banking operations in Mozambique (in Angola, Banco Millennium Angola merged with
Banco Privado Atlantico), and in Europe through its banking operations in Poland and Switzerland. The
Bank operates in Macau through a full branch since 2010, when a memorandum of understanding was
sighed with the Industrial and Commercial Bank of China with the objective of strengthening
cooperation between the two banks, which is extended to other countries and regions beyond Portugal
and China. In 2016, pursuant to a private placement Fosun became holder of 16.7% of the Bank's share
capital having afterwards increased its holding to around 23.9% through the share capital increase
completed in February 2017.

HISTORY

Incorporation and

organic growth to

become a relevant
player

Development in Portugal
through acquisitions and
partnerships

Internationalisation and
creation of a single brand

Restructuring Process involving the
divesture in non-strategic assets

1985: Incorporation

1989: Launch of
NovaRede

Up to 1994: Organic
growth, reaching a
market share of

approximately 8% in loans
and deposits in 1994

1995: Acquisition of Banco
Portugués do Atlantico,
S.A.

2000: Acquisition of Banco
Pinto & Sotto Mayor from
CGD and incorporation of
José Mello Group (Banco
Mello and Império)

2004: Agreement with
CGD Group and Fortis
(Ageas) for the insurance
business

1993: Beginning of the presence
in the East

1995: Beginning of the presence
in Mozambique
1998: Partnership
with BBG (Poland)
1999: Set up of a greenfield
operation in Greece

2000: Integration the
insurance operation into Eureko
2003:

- Banque Privée incorporation

- Change of Poland operation’s
denomination to Bank Millennium
2006: Adoption of a single brand
“Millennium”

2006: BMA incorporation

2007: Beginning of activity in
Romania

2008:  Strategic  partnership
agreement with Sonangol and BPA
2010: Transformation of Macau

agreement

of

branch from off-shore to on-shore

2005:

- Sale of Crédilar

- Sale of BCM and maintenance of an off-shore
branch in Macao

- Divesture in the insurance activity, following
the partnership agreement with Ageas for the
bancassurance activity

2006:

- Sale of the financial holding of 50.001% in
Interbanco

- Conclusion of the sale of 80.1% of the share
capital of the Banque BCP in France and
Luxembourg

2010:

- Sale of 95% of Millennium bank AS in Turkey
and sale agreement for the entire branch
network and the deposit basis of Millennium
bcpbank in USA

2013:

- Sale of the entire share capital of Millennium
Bank Greece (MBG) to Piraeus Bank

- Sale of 10% of the share capital of Banque
BCP in Luxembourg

- Sale of the full shareholding in Piraeus Bank
2014:

- Sale of the entire share capital of Banca
Millennium Romania (BMR) to OTP Bank

- Sale of the entire share capital of 49% in the
non-life insurance business, held in Ocidental
and Médis

2015:

- Sale of the entire share capital of Millennium
bcp Gestao de Ativos

- Sale of 15.41% of the share capital of Bank
Millennium

2016:

- Merger between Banco Millennium Angola and
Banco Privado Atlantico




GOVERNANCE

Banco Comercial Portugués, S.A. has a one-tier management and supervision model, composed of a
Board of Directors, which includes an Executive Committee and an Audit Committee composed only by
non-executive directors. The Company also has a Remunerations and Welfare Board and an International
Strategic Board.

In addition, the Group uses a Statutory Auditor and an external auditing firm to audit the individual and
consolidated accounts of the Bank, whose appointment is resolved at the General Meeting.

The members of the governing bodies were elected at the General Meeting of Shareholders held on 11
May 2015 to perform duties for the three-year period 2015/2017.

ORGANISATIONAL CHART OF THE COMPANY'S CORPORATE GOVERNANCE
MODEL

| General Meeting of Shareholders |

| Remuneration and Welfare Board

I===-==-=== 1
Board for International - i

I Board of Directors |— -- -: Client !

Strategy X Ombudsman |

I ________ 1

* Committee for Nominations and Remunerations
S * Committee for Corporate Governance, Ethics and Professional Conduct
t.atUtorV _____>| Audit Committee | * Committee for Risk Assessment
Auditor (ROC)
| Executive Committee Company Secretary |

Commissions and Sub-Commissions |

* Legal Affairs *Non-Core Business *Creditat Risk

¢ Costs and Investments * Compliance ¢ Pension Funds Risk Monitoring
— Costs and Investments Sub-Committee — AML Sub-Committee * Security

¢ Companies ¢ Pension Fund Monitoring * Moving Forward

* Human Resources e Credit * Speedway

*Retail * Non-Core Credit  Internal Control and Operational Risk Monitoring
— Customer Experience Sub-Committee * Capital, Assets and Liabilities Management *CrossNetworking
— Investment Products Sub-Committee *Risk

The General Meeting is the highest governing body of the company, representing the entirety of the
shareholders, and its resolutions are binding for all when adopted under the terms of law and the
articles of association. The General Meeting is responsible for:

e Electing and dismissing the Board, as well as the members of the management and supervisory
bodies, and the Remuneration and Welfare Board;

e  Approving amendments to the memorandum of association;

e Resolving on the annual management report and accounts for the year and proposed
appropriation of profits;

e Resolving on matters submitted upon request of the management and supervisory bodies;

e Resolving on all issues especially entrusted to it by the law or articles of association, or on
those not included in the duties of other corporate bodies;

The Board of Directors (BD) is the governing body of the Bank with the most ample powers of
management and representation, pursuant to the law and the articles of association.

Under the terms of the articles of association in effect, the Board of Directors is composed of a
minimum of 17 and a maximum of 25 members with and without executive duties, elected by the
General Meeting for a period of three years, who may be re-elected. The increase of the number of
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members of the Board of Directors to 25 was approved on 9 November 2016.

The Board of Directors in office, as at 30 June 2017, was composed of 19 permanent members, with 11
non-executive and 8 executive members.

The Board of Directors appointed an Executive Committee (EC) composed of 8 of its members, to which
it delegates the day-to-day management of the Bank. During the first six months of 2017 the Executive
Committee was assisted in its management functions by several commissions and sub-commissions which
oversaw the monitoring of certain relevant issues.

The supervision of the company is made by an Audit Committee elected by the General Meeting of
Shareholders and composed of 3 to 5 members, elected together with the majority of the remaining
directors. The lists proposed for the Board of Directors should indicate the members to be part of the
Audit Committee and indicate the respective Chairperson.

The Remuneration and Welfare Board is composed of 3 to 5 members, elected by the General Meeting,
the majority of whom should be independent.

The Company Secretary and the Alternate Secretary are appointed by the Bank's Board of Directors, and
their term-of-office matches that of the Board of Directors that appointed them.

IDENTIFICATION AND COMPOSITION OF THE GOVERNING BODIES

Remuneration Board for
and Welfare International
Board Strategy

Board of Executive Audit
Directors Committee Committee

Antonio Vitor Martins Monteiro (BD Chairman)

Carlos José da Silva (BD Vice-Chairman)

Nuno Manuel da Silva Amado (BD Vice-Chairman and CEO)
Alvaro Roque de Pinho Bissaia Barreto

André Magalhaes Luiz Gomes

Anténio Henriques de Pinho Cardao

Antonio Luis Guerra Nunes Mexia

André Palma Mira David Nunes (*)

Cidalia Maria Mota Lopes

Jaime de Macedo Santos Bastos

Jodo Manuel de Matos Loureiro (AC Chairman)

Joao Nuno de Oliveira Jorge Palma (**)

José Jacinto Iglésias Soares

José Miguel Bensliman Schorcht da Silva Pessanha

José Rodrigues de Jesus (*)

Lingjiang Xu (**)

Maria da Conceicéo Mota Soares de Oliveira Callé Lucas
Miguel de Campos Pereira Braganca

Miguel Maya Dias Pinheiro

Raquel Rute da Costa David Vunge

Rui Manuel da Silva Teixeira
José Gongcalo Ferreira Maury (Chariman of RWB)
José Guilherme Xavier de Basto

José Luciano Vaz Marcos

Manuel Soares Pinto Barbosa
Carlos Jorge Ramalho dos Santos Ferreira (Chairman of BIS)
Francisco de Lemos José Maria

Josep Oliu Creus

(*) Members Appointed by the State for the period of enforcement of the public investment to strengthen the Bank's own funds.
(**) Pending authorization from BdP/ECB to exercise the respective functions
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MAIN EVENTS IN THE FIRST 6 MONTHS OF 2017

JANUARY

Resolution adopted by the Board of Directors on 9 January 2017 ,which would be ratified by the
General Meeting of Shareholders, for co-opting Lingjiang Xu and Joao Nuno Palma to perform
the functions of members of the Board of Directors, non-executive and executive,
respectively, until the end of the ongoing term of office.

Resolution adopted by the Board of Directors on 9 January 2017, with the prior favourable
opinion of the Audit Committee, to increase the share capital from 4,268,817,689.20 Euros to
5,600,738,053.72 Euros to be made through a Rights Offering addressed to shareholders in the
exercise of their preference rights and remaining investors who purchased subscription rights,
through the issue of 14,169,365,580 new ordinary, nominative and book-entry shares without
nominal value. The resulting number of ordinary shares of BCP reached 15,113,989,952.

FEBRUARY

Early repayment to the Portuguese State, on 9 February 2017, of the remaining Core Tier 1
hybrid capital instruments amounting to 700 million Euros, which represents the return to
normalisation of the activities carried out by BCP, and had been previously approved by the
European Central Bank, provided that the share capital increase concluded by BCP on this date
proved to be successful.

Upwards review by S&P Global Ratings of the rating for LT unsecured senior debt from “B+” to
“BB-”, following the upwards review of the BCP rating (Stand Alone Credit Profile - SACP) from
“b+” to “bb-” and upwards review of the counterparty rating from “B+” to “BB-” and the
subordinated debt rating from “CCC” to “B-”, after the completion of the share capital
increase operation.

MARCH

APRIL

MAY

BCP Group confirmed in the Sustainability Index "Ethibel Sustainability Index (ESI) Excellence
Europe” from Forum Ethibel.

BCP is part of the new European Sustainability index, the "European Banks Index" from the
analyst Standard Ethics.

Millennium bcp renewed its subscription to Movement ECO - Empresas Contra os Fogos,
(Companies Against Fires) a project that aims to contribute to the prevention of forest fires
and increasing public awareness towards risk behaviours.

Issue of mortgage bonds, under the Covered Bonds Programme, amounting to 1.0 billion Euros,
5-year maturity, an issue price of 99.386% and a 0.75% interest rate per year, resulting in a 65
basis points spread per year, on the 5-year swap rate;

The General Meeting of Shareholders was held on 10 May 2017 with the presence of
Shareholders owning more than 54.17% of the respective share capital. Among the resolutions
adopted, were the approval of the management report, of the individual and consolidated
accounts concerning the 2016 financial year, the proposal for the appropriation of profit for
the 2016 financial year, the approval of the statement on the Remuneration Policy of the
Members of the Management and Supervision Bodies, the appointment of two new directors
(Lingiang Xu as non-executive member of the Board of Directors and Joao Nuno de Oliveira
Jorge Palma as executive member of the Board of Directors) and the election of the
composition of the Board of the General Meeting of Shareholders for the triennial 2017/2019;

Millennium bcp carried out an internal collection of paper in the wake of the campaign “Papel
por Alimentos” (Paper for Food), a solidarity initiative by Entreajuda in favour of the Food
Bank.
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JUNE

Millennium bcp participated, at a national level, in the food collection promoted by the Food
Bank.

Resolution of the Board of Directors dated 28 June 2017 regarding the co-optation of three
new non-executive directors: Gu Xiaoxu, Li Cheng and Zhihua Shen, thus increasing the
number of Directors to 22, 14 of which are non-executive.

SUBSEQUENT EVENTS

On September 1, 2017, Banco Comercial Portugués informed that, after having conveyed
reservations regarding the contingent capitalization obligation by the Portuguese Resolution
Fund (Fundo de Resolucao) which was announced to be included in a sale agreement of Novo
Banco, has decided, in light of the legal deadline and for caution, to request the respective
appreciation through administrative legal proceedings. This diligence, which centers
exclusively on the referred capitalization obligation, does not comprise the request by the
Bank of, nor entail, the production of any suspending effects on the sale of Novo Banco, S.A.
and, consequently, brings legally no impediment to such sale within the foreseen delays.
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BCP SHARE

The first six months of 2017 were also globally positive for the stock markets. The presentation of
robust activity indicators, in both industry and services, associated with a context featuring low interest
rates, generated gains in the Euro area and in the USA. The reduction of the political risks in Europe was
quite evident in the evolution shown by the Euro, which increased substantially versus currencies such
as the USD (+8.2%). This reduction in risk encouraged consumers, analysts and investors, with impact on
the economic performance where Portugal stood out, although the Euro appreciation has limited the
income of exporting companies in the Euro area. On the other hand, in the USA, perception of political
risk is on the rise and investors show some concern with the robustness of the Trump Administration,
namely regarding its ability to implement its announced policies. The banking sector presented a good
performance for the first six months of 2017 although conditioned by a context of low yields wherein
the investors pay a higher price-to-book value ratio, however still below 1x PBV.

BCP Shares indicators

Units 1H17 1H16

Adjusted prices

Maximum price (€) 0.2429 0.6459

Average price €) 0.1880 0.4449

Minimum price €) 0.1383 0.2261

Closing price €) 0.2357 0.2351
Shares and equity

Number of ordinary shares M) 15,114 59,039

Shareholder's Equity attributable to the group (M€) 5,948 4,159

Shareholder's Equity attributable to ordinary shares (1) (M€) 5,888 4,099
Value per share

Adjusted net income (EPS) (2) (3) (€) 0.015 -0.329

Book value (4) €) 0.389 0.070
Market indicators

Closing price to book value (PBV) 0.61 0.26

Market capitalisation (closing price) (M€) 3,562 1,075
Liquidity

Turnover (M€) 1,956 1,718

Average daily turnover (M€) 15.4 13.5

Volume (5) M) 10,189 4,022

Average daily volume (5) (M) 80.2 31.7

Capital rotation (6) (%) 81.3% 88.0%

(1) Shareholder's Equity attributable to the group - Preferred shares.

(2) Considering the average number of shares outstanding

(3) Ajusted by the share capital increase completed in February 2017.

(4) Considering the average number of shares minus the number of treasury shares in portfolio.
(5) Ajusted by the share capitalincrease completed in February 2017.

(6) Total number of shares traded divided by the half year average number of shares issued.
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In the first six months of 2017, the BCP share increased 27.8%, exceeding the domestic reference index
PSI 20, which registered gains of 10.1%, and the European banks index Eurostoxx 600 Banks, which
recorded a 7.1% increase in value.

The BCP share started the year with losses, pursuant to the disclosure of the share capital increase
amounting to 1.3 billion Euros in January 2017. However this trend was inverted and the BCP share
began to recover after the completion of the share capital increase, the admission to trading of the new
shares and the early repayment of the remaining value of capital hybrid instruments (700 million Euros).

Since 9 February, date of the admission to trading of the new shares, the BCP share price increased
60.7%, due to:

e A more positive environment for the European Banking sector, resulting from a more
favourable political environment after the Dutch and French elections;

e The improvement of the macroeconomic environment in Portugal, due to the good results of
the public deficit which stood at 2.0% of the GDP in 2016, an historically low figure which
enabled Portugal to be released from the Excessive Deficits Procedure and enabled the
upwards review of the GDP forecasts by Banco de Portugal and by the IMF;

e Animproved perception by the market of the value of BCP.
However, the performance of the BCP share may have been conditioned by the following:

e The resolution of Banco Popular, purchased by Santander at the beginning of June which
caused a transversal effect in the remaining Iberian Banks since the non-performing assets
(NPA) credit cover ratio of the combined institution stood above the Iberian average;

e The market is uncertain regarding the probability and timing of the increase in interest rates
by the ECB due, on one side, to the statements made by its president, Mario Draghi,
reiterating that the monetary stimulus will continue and, on the other, to the robustness of
the macroeconomic European indicators disclosed during the second quarter.

ABSOLUTE AND RELATIVE PERFORMANCE

Absolute and relative performance

Index 1H17
Acao BCP 27.8%
PSI Financials 17.8%
PSI20 10.1%
IBEX 35 11.7%
CAC 40 5.3%
DAX 7.4%
FTSE 100 2.4%
MIB FTSE 7.0%
Eurostoxx 600 Banks 7.1%
Dow Jones 8.0%
Nasdaq 100 16.1%
S&P500 8.2%

Source: Euronext, Reuters, Bloomberg.

LiQuIDITY

During the first six months of 2017 a volume of approximately 1.96 billion Euros in BCP shares were
traded, corresponding to an average daily turnover of 15.4 million Euros. During this period,
approximately 10.19 billion shares were traded (volumes adjusted due to the share capital increase),
corresponding to an average daily volume of 80.2 million shares. The capital rotation index stood at
81.3% of the six-month average number of shares issued.
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INDEXES THAT INCLUDE THE BCP

The BCP share is part of more than 50 domestic and international stock exchange indexes among which
we point out the Euronext PSI Financial, PSI 20, Euronext 150, and the NYSE Euronext Iberian.

Indices weighting

Index Weight Bloomberg Thomson Reuters
Iberian Index 0.90% NEIBI .NEIBI
Euronext 150 1.39% N150 .N150
PSI 20 15.90% PSI20 .PSI20
PSI Geral 5.87% BVLX .BVL
PSI Financials 64.62% PSIFIN .PTFIP

Source: Euronext, 30 June 2017

In addition, by the end of the first half of 2017, apart from these indexes, Millennium bcp was also part
of the following sustainability indexes: Ethibel Excellence Europe, Ethibel EXCELLENCE Investment
Register and Respect Index. BCP was also part of the first edition of the European Banks index, from the

analyst Standard Ethics.

Sustainability Indices

standard

REGISTER

":"RESPECT  pemeys

= Index

EXCELLENCE Europe

MATERIAL INFORMATION AND IMPACT ON THE SHARE PRICE

The following table summarizes the relevant facts directly related with Banco Comercial Portugués
which occurred during the first six months of 2017, as well as the price variations occurred on the
following day and on the 5 subsequent days and the relative evolution versus the main reference
domestic index and European indexes during the mentioned periods of time.

Nr. Date Material Events Chg. +1D Pglr;% (V:D) c;i;f;:yf Chg. +5D PSCI'ZIg‘(\;SD) c;;ik:s(:;)s
1 9/Jan Board of Directors resolution -11.3% -10.1% -11.2% -22.9% -20.7% -22.5%
2 9/Jan Approval of rights offering -11.3%  -10.1% -11.2% -22.9%  -20.7% -22.5%
3 11/Jan Calendar of events for 2017 -2.8% -2.8% -2.1% 10.6% 10.2% 10.9%
4 12/Jan Roadshow presentation of the rights issue 5.7% 5.2% 3.7% 0.8% 1.1% -0.1%
5 7/Feb Registration of share capital increase -7.0% -6.9% -6.2% -7.6% -8.5% -9.2%
6 9/Feb Repayment of hybrid capital instruments 0.3% 0.1% 1.1% 0.5% -0.3% -1.2%
7 10/Feb Resignation of a member of the Board of Directors -1.4% -1.3% -2.3% 2.6% 1.8% 1.1%
8 23/Feb Upgrade from SP -1.9% -1.5% -0.5% 4.9% 3.3% 3.5%
9 3/Mar Bank Millennium results in 2016 -0.3% 0.2% 0.9% 0.6% 1.4% -0.6%
10  6/Mar 2016 consolidated earnings -3.2% -3.1% -2.9% 1.2% 1.5% -1.3%
11 25/Apr Bank Millennium Poland results in 1Q2017 -1.1% -1.3% -1.3% 4.1% 2.1% 3.6%
12 8/May 1Q2017 Consolidated Earnings 0.8% 0.4% 1.2% -1.7% -1.9% -1.9%
13 10/May  Resolutions of the Annual General Meeting -0.3% 0.1% 0.2% -6.9% -4.4% -4.6%
14 23/May  New issue of covered mortgage bonds 2.2% 2.3% 2.1% 6.4% 5.1% 8.3%
15 28/Jun Resolution of the Board of Directors -2.0% -1.1% -2.6% 1.7% 1.4% -0.4%
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The following graph illustrates the performance of BCP shares over the reference period:
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DIVIDEND PoLICY

Pursuant to the conditions of the issue of Core Tier | Capital Instruments underwritten by the State
under Law number 63-A/2008 and Implementing Order number 150-A/2012, the Bank could not
distribute dividends until the issue is fully reimbursed. This restriction was in effect during the financial
years 2013 to 2016.

With the share capital increase concluded in February 2017, the Bank intends to meet the conditions to
accelerate the return to normality, including the potential distribution of dividends, so as to be able to,
from 2018 onwards, have a dividend pay-out policy not inferior to 40% of eventual distributable
earnings, subject to regulatory requirements.

FoLLOW-UP OF INVESTORS

During the first six months of 2017, the Bank participated in several events, namely in 4 conferences
and 4 road shows in Europe and in the USA where it made institutional presentations and held one-to-
one meetings with investors. More than 280 meetings were held with analysts and institutional investors,
which continue to demonstrate significant interest in relation to the Bank.

TREASURY STOCK

Treasury shares held by entities included in the consolidation perimeter are held within the limits
established by the bank’s by-laws and by the Portuguese Companies Code.

As at 30 June 2017, Banco Comercial Portugués, S.A. did not hold any treasury shares and no treasury
shares were purchased or sold during that period of time. However, the item "Treasury Stock" recorded
323,774 shares (31 December 2016: 2,689,098 shares) held by customers. Considering that for some of
these customers there is evidence of impairment, the Bank's shares held by these customers were
considered as treasury stock and, in accordance with the accounting policies, written off from equity.

Regarding treasury stock held by associate companies of the BCP Group, pursuant to the note to the
financial statements number 49, as at 30 June 2017, the Millennium bcp Ageas Group holds 142,601,002
BCP shares (31 December 2016: 8,694,500 shares) amounting to 33,597,000 Euros (31 December 2016:
Euros 9,312,000).
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SHAREHOLDER STRUCTURE

According to Interbolsa, on 30 June 2017, the number of Shareholders of Banco Comercial Portugués was
of 173,642.

By the end of June 2017 there were five Shareholders with a qualifying shareholding, two of which held
stakes above 5% of the Bank's share capital.

Number of
Shareholder structure % of share capital
Shareholders

Individual Shareholders

Group Employees 2,945 0.25%

Other 165,902 23.61%
Companies

Institutional 328 30.86%

Other and Qualified Shareholders 4,467 45.28%
Total 173,642 100.00%

Shareholders with more than 5 million shares represented 74.8% of the share capital. During the first six
months of 2017, there was a significant increase in the percentage of capital held by foreign investors,
mostly due to the Bank's share capital increase made in February 2017.

Number of shares per Shareholder Number of Shareholders % of share capital

> 5,000,000 138 74.77%
500,000 to 4,999,999 1,026 7.65%
50,000 to 499,999 13,619 11.59%
5,000 to 49,999 45,467 5.32%
< 5,000 113,392 0.67%
Total 173,642 100%

During the first six months of 2017, the relative weight of the Shareholders in Portugal decreased from
53% to 33%, especially due to the completion of the share capital increase operation.

Nr. of Shares (%)

Portugal 33.3%
Africa 15.5%
UK / USA 11.9%
Other 39.3%
Total 100%
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QUALIFIED HOLDINGS

On 30 June 2017, the following Shareholders held more than 2% of the share capital of Banco Comercial
Portugués, S.A.:

30 June 2017

Shareholder Nr. of shares % of s.hare % of voting
capital rights

Chiado (Luxembourg) S.a.r.l., an affiliate of Fosun, whose parent company is Fosun
International Holdings Ltd 3,738,412,411 24.73% 24.73%
Total of Fosun Group 3,738,412,411 24.73% 24.73%
Sonangol - Sociedade Nacional de Combustiveis de Angola, EP, directly 2,303,640,891 15.24% 15.24%
Total of Sonangol Group 2,303,640,891 15.24% 15.24%
EDP Pensions Fund * 319,113,690 2.11% 2.11%
Total of EDP Group 319,113,690 2.11% 2.11%
Norges Bank, directly 327,405,240 2.17% 2.17%
Total of Norges Group 327,405,240 2.17% 2.17%
BlackRock** 307,981,328 2.04% 2.04%
Total of BlackRock*** 307,981,328 2.04% 2.04%
Total of Qualified Shareholders 6,996,553,560 46.3% 46.3%

* Allocation in accordance with subparagraph f) of paragraph 1 Art. 20 of the Portuguese Securities Code.
** In accordance with the announcement on 5 April 2017.

The voting rights referred to above are the result of the direct and indirect stakes of Shareholders in the
share capital of Banco Comercial Portugués. No other imputation of voting rights foreseen in article 20
of the Securities Code was communicated or calculated.
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Business Model
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REGULATORY, ECONOMIC AND OF THE FINANCIAL SYSTEM
ENVIRONMENT

REGULATORY ENVIRONMENT

On 23 November 2016, the European Commission presented a set of measures with the purpose of
mitigating the risk of the bank sector which are currently being appraised by the European authorities.
One must point out the proposal for the review of the Capital Requirements Directive (CRD IV) of the
Capital Requirements Regulation (CRR) and of the Bank Recovery and Resolution Directive (BRRD). These
alterations relate mainly with the calibration and the establishment of the leverage ratio and of the Net
Stable Funding Ratio (NFSR), the alterations to the estimation of the market risk requirements and of
interest rates in the bank portfolio, the extension of the support for SMEs to larger companies, the
definition of guidelines for the application of the capital requirements within the scope of Pillar 2 and
the harmonization of the requirements for liabilities elegible for the purposes of being applied in
resolution measures Minimum Requirement for own funds and Eligible Liabilities (MREL).

The Basel Committee is currently finalizing the alterations to the Basel Ill regime with the purpose of
increasing the quality of the Bank's capital and reducing the variability of risk weighted assets.

The European Council for Economic and Financial Affairs recently approved a plan of action and a
number of policies to reduce the volume of Non-Performing Loans (NPL), which comprises, among other,
specific prudential supervision measures, the review of the insolvency legal framework and initiatives to
foster the NPL secondary markets. The Union of Capital Markets continues to be a strategic priority of
the European Commission, to improve the attractiveness of investment and facilitate companies’s
access to funding.

Currently, the transposition of the Markets in Financial Instruments Directive (MiFID 1I/RMIF) is being
carried out, to enter into effect in 2018. This new regime extends the duties of transparency to a wider
class of assets and derivatives agreements, together with the respective trading platforms, and
establishes requirements related with automated high frequency algorithmic trading. This Directive also
defines the requirements for the practice of financial consulting, the distribution and creation of new
products and those relating the information to provide to the Client.

The purpose of the delegated regulation on the packages of retail investment products and of
investment products based on insurance (PRIIP), which will enter into effect at the beginning of 2018, is
to protect consumers and establish a common regulation for the fundamental information documents to
be provided to the Clients.

In Portugal, we must point out, among the main measures adopted in the first six months of 2017 with
impact on the Portuguese financial system, the following:

e Mortgage Loans (Decree-Law nr.74-A/2017, of 23 June), which partially transposes the
Directive 2014/17/UE, regarding the regime of the loan agreements for the purchase of real
estate properties which will enter into effect on 1 January 2018, foreseeing in particular
specifications for the provision of pre-contractual information and computation of the TAEG,
measures for the promotion of a responsible granting of credit and intervention of an
independent evaluator expert, among other;

e Opening of bank deposit accounts (Notice nr. 3/2017 and Instruction nr. 9/2017): defines the
procedures for verification of the identification data and the determination of the
requirements applicable to the opening of bank deposits using remote channels;

e (Capital Markets (Decree-Law nr. 77/2017 of 30 June): creates measures to increase the
dynamics of the capital markets towards the diversification of the funding sources of
companies.

e  Entrepreneurial restructuring (Decree-Law nr.79/2017 of 30 June): alters the Companies Code
and the Code for Insolvency and Recovery of Companies in order to simplify and speed up the
processes of company's recovery and capitalization; it enters into effect in the second half-
year of 2017;

e Countercyclical reserve of own funds: the percentage of countercyclical reserve applicable to
credit exposures to the domestic non-financial private sector continues to be 0% of the total
amount of the positions at risk.

Lastly, it is important to mention the alterations introduced in the financial supervision model in
Portugal which are currently under study, eventually by resorting to a public consultation. The
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Government foresees the creation of a new supervision entity with responsibilities within the scope of
the macro prudential supervision and of the resolution of credit institutions.

EcONOMIC ENVIRONMENT

The International Monetary Fund (IMF) projects an acceleration of the world economy in 2017 (3.5%),
reflecting the recent improvement of the key activity indicators in most of the main economies.
Nevertheless, the expansion pace of the developed countries should remain moderate, possibly due to
the reduction of their potential growth. The IMF considers that its scenario is subject to a set of
downside risks, specifically those derived from the possibility of intensification of international trade
protectionism.

Despite the favourable evolution of the European economy and the stabilization of the euro against the
major international currencies, the ECB decided not to modify the stance of monetary policy that was
defined in March as it considers that the recovery of activity and inflation still lacks confirmation. In the
US, dwindling growth and the stabilization of inflation have not precluded the continuation of the
process of slow normalization of the Federal Reserve’s monetary policy, which hiked its key rate in
June, for the second time this year, to 1.25%.

The expectation of sustainable growth of the world economy, the dissipation of risks among the
commodity-producing countries and the maintenance of extremely accommodative monetary conditions
have contributed to create a favourable context for the financial markets, which translated into an
appreciation of the majority of asset classes and in a fall of the volatility levels to the lowest values.
Within the equity segment, it should be mentioned that all of the main US indices have reached historic
highs. In the interest rates domain, the fact that oil prices have stabilized led to the mitigation of
inflationary pressures, which in turn allowed for the stabilization of the government bond yields of the
low-risk countries, such as Germany or the US, after the strong increases of the second half of 2016,
especially for the longer maturities. Regarding the Euro money markets, the continuation of ECB’s policy
of generous liquidity provision has kept Euribor rates in negative territory for all maturities.

According to Statistics Portugal, Portugal’s GDP rose by 2.8% annually during the first three months of
2017, clearly above the 2.0% observed in the previous quarter. The increase in the pace of economic
activity stemmed from the strong acceleration of investment as well as a material rise in the
contribution of net exports. The favourable evolution of these two components has more than
compensated for the loss of vigour in consumption, both in the public and in the private sector. In this
improved context, the IMF has revised upward its forecasts for Portugal’s economic growth in 2017 to
2.5%, a value that significantly exceeds the one observed last year (1.4%). The unequivocal improvement
of the economic outlook as well as the strong fiscal performance and the fading of the risks concerning
the financial condition of the banking system, accompanied by a more stable climate in international
financial markets, have contributed to the appreciation of the main domestic equity index by more than
10% in the first half and also a meaningful decline in public and private debt’s risk premia.

During 2017’s first quarter, the Polish economy expanded at the highest pace among the countries of
the European Union, with an annual 4.0% growth rate. This performance benefited mainly from the
acceleration of private consumption, stimulated by negative real interest rates and from the strong
growth of households’ disposable income. The investment in construction, partly co-financed by
European funds, also contributed decisively to the expansion of activity. Despite the economy’s
dynamism and the rise in inflation associated to the recovery of international commodity prices,
Poland’s National Bank maintained its key rate at 1.50% and has not hinted at any change in the near
future. The good macroeconomic performance and the reduced volatility in the global financial markets
favoured the appreciation of the zloty against the main international currencies, including the euro and
the dollar. After the steep deceleration of activity recorded in 2016, the Mozambican economy has been
recovering, leading to the appreciation of the metical, the decline of the inflation rate and the return
of foreign investment. In this context, Mozambique’s central bank reduced the interest rate on the
permanent lending facility from 23.25% to 22.75% in April. In Angola, the recovery of the oil price with
respect to the previous year has contributed to a greater economic dynamism, despite the subsistence
of financial frailties, namely at the level of the net international foreign reserves, which have continued
to decline.

ENVIRONMENT OF THE FINANCIAL SYSTEM

The first six months of 2017 were marked by the conclusion of the recapitalization processes of Caixa
Geral de Depésito and of BCP, and by the deconsolidation of assets/liabilities within the scope of the
partial sale of the stake of Banco BPI in its subsidiary company in Angola, and by the announcement
made by the Banco de Portugal regarding the sale of Novo Banco to Lone Star (the conclusion of the
operation is still subject to compliance with certain conditions).
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We must also emphasize the approval by the Associacao Mutualista Montepio Geral of the transformation
of Caixa Econdmica Montepio Geral into a limited liability company and, in July 2017, the takeover bid
made by the Associacao Mutualista for the participation units not owned by it in Caixa Econdmica.

In the first half-year of 2017, core bank items continued to recover which, together with low levels of
provisioning due to the reduction in non-performing loans, enabled the banking sector to achieve
positive profitability levels.
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BUSINESS MODEL

NATURE OF THE OPERATIONS AND MAIN ACTIVITIES

The Group provides a wide variety of banking services and financial activities in Portugal and abroad,
where it is present in the following markets: Poland, Switzerland, Mozambique, Angola (through its
associate BMA) and China. All its banking operations develop their activity under the Millennium brand.
The Group also ensures its presence in the five continents of the world through representation offices
and/or commercial protocols.

The Bank offers a vast range of financial products and services: current accounts, payment systems,
savings and investment products, private banking, asset management and investment banking, including
mortgage loans, consumer credit, commercial banking, leasing, factoring and insurance, among others.
The back-office operations for the distribution network are integrated to benefit from economies of
scale.

In Portugal, Millennium bcp is focused on the retail market, providing services to its Customers in a
segmented manner. The subsidiaries generally provide their products through the Bank's distribution
networks, offering a wide range of products and services.

DISTINCTIVE FACTORS AND SUSTAINABILITY OF THE BUSINESS MODEL

Largest privately-owned banking institution

Millennium bcp is Portugal's largest privately-owned banking institution, with a position of leadership
and particular strength in various financial products, services and market segments based on a modern
branch network with good territorial cover at a national level.

The activity in the domestic market focuses on Retail Banking, which is segmented in order to best serve
Customer interests, both through a value proposition based on innovation and speed targeted at Mass-
market Customers, and through the innovation and personalised management of service for Prestige and
Business Customers. Retail Banking also has a bank aimed specifically at Customers who are young in
spirit, intensive users of new communication technologies and prefer a banking relationship based on
simplicity and offering innovative products and services: ActivoBank.

The Bank also offers remote banking channels (banking service by telephone and online), which operate
as distribution points for its financial products and services.

At the end of June of 2017, the Bank had 596 branches in Portugal, serving over 5.6 million Customers,
and held the position of second bank (first privately-owned bank) in terms of market share for both
loans to Customers (17.8%), and customer deposits (17.3%) in June 2017.

Resilience and sustainability of the business model

The resilience of the business model is primarily based on the Bank's concentration on retail banking,
more stable and less volatile by nature, in relation to the lower weight of financial operations. The Bank
adopted a new business model based on a new segmentation of its Customers, a review of the products
and services that it offers and the adjustment of its back-office and branch network, as well as on the
desire of becoming closer to its Customers, while at the same time reducing operating costs. The
purpose of the Bank is to ensure sustainable profitability in the medium and long term, seeking to
become the best in class in terms of operational efficiency, improving operating profit in a sustainable
manner and maintaining a high level of control on credit risk, thus preserving its strategic position in the
Portuguese retail and SME banking services market.

In the beginning of 2017 the Bank announced a share capital increase of 1.3 billion euros through the
issue of subscription rights, plus the private placement of 175 million euros subscribed by a subsidiary
company of Fosun Industrial Holdings Limited (“Fosun”), completed on 18 November, with the objective
of speeding up the return of the Bank's activity to normalization, including the potential payment of
dividends, instead of the phased approach used until then. The rights issue strengthened the goals of
the strategic plan, consisting in the improvement of the profit and loss account induced by the increase
of the financial margin (supported by the reduction in the cost of funding due to the repayment of the
CoCos and re-pricing of deposits), by the control on costs and the normalization of the cost of risk in
Portugal; and improvement of the balance sheet, improving the capital and risk positions, based on the
ongoing reduction of non-performing exposures. Total demand recorded in the share capital increase
represented around 122.9% of the offer amount. In February 2017, Banco Comercial Portugués carried
out the early repayment to the Portuguese State of the remaining Core Tier 1 capital hybrid instruments
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(“CoCos”), amounting to 700 million euros. Together with the early repayment of the CoCos, the share
capital increase intended to cancel the key restrictions related with the State aid, including the
prohibition to distribute dividends, the potential risk of having to sell core businesses and the risk of the
conversion of the CoCo bonds into a shareholding.

Innovation and capacity to deliver

Since its incorporation, the Bank has built a reputation associated with innovation. The Bank was the
first Bank in Portugal to introduce specific innovative concepts and products, including direct marketing
methods, layouts based on customer profiles, salary accounts, simpler branches ("NovaRede"), telephone
banking services, through Banco 7, which later became the first online banking services platform, health
insurance (Médis) and direct insurance, and a website dedicated to individual Customers and corporate
banking. The Bank was also a pioneer in the launching of a new Internet Banking concept, based on the
ActivoBank platform, which provides a simplified service to the customer, including the opening of a
current account using a tablet.

Technology

With the purpose of continuing to improve its information systems, the Bank developed, during this
period of time, a number of structuring initiatives and projects, of which we highlight:

e Extension of the project “Go Paperless” to new processes, including making available across
the Retail network the possibility of subscribing to credit cards by signing on a tablet;

e Dematerialization of the MiFID documents;
e Launching of the cashier transactions with digital support documents;

e The new digital signature platform enables the use of different types of online signing of
documents, namely by using the citizen’s ID card;

e Several upgrades of the branches’ cashier solution (PAB);

e Several improvements to the commercial action platform.
New tools were also made available, such as:

e The new version of the Millennium App, with more options;

e New tools for personalized Customer contact with their manager, enabling the Customer to
communicate via Chat, Voice or Video Call with the respective Prestige Managers;

e New simulator for mortgage loans on the website;
e Personal loan simulator on the App and Mobile Web;
e  Credit Simulator for AVANCAR - Portugal 2020;

e New pre-screening process of the proactive offer of credit which provides the simulation of the
decision through automated models;

e Modular solution of products for the Companies Network.
Within the context of operational improvements:
e Launching of the POS management workflow;
e New application for seizure of bank deposits;
e Improvement of the collection (XCOB) and Factoring (XFACT) applications;
e Simplification of credit, Factoring and Confirming proposals (SWOC);

e New solution for the opening and maintenance of company accounts, transversal to the entire
Bank network.

Finally, we must mention the launching of the "New Prevention Model" with integration of the tasks in
Recovery Commercial Management, allowing prevention to achieve a greater efficiency in retail, as well
as alterations in the workflow for the authorization of orders of Customers of the Private Banking
network.
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Internet & Mobile

In the first six months of 2017, Millennium bcp continued to focus on a strategy based on the innovation
and promotion of digital banking, reinforcing the offer of services through an omnichannel approach
with automated processes and a customer-centric vision.

The online Customers of Millennium bcp increased by 28% and the number of transactions made rose
around 23%. The main contributions for this growth were given by the performance of mobile banking
which, in the Individuals solution, recorded a 50% increase in the number of users and 38% in the
number of transactions. The number of users of the Companies Mobile platform increased 19% and the
number of transactions increased 17%.

Examples of an increasing digital trend are the new products and services made available during the 1st
six months of 2017, notably:

e A new consumer loans simulator on the website now also available on Mobile Web or
Millennium App, which enables the online granting and contracting of a loan;

e A new and simpler simulator of mortgage loans, with an enhanced user experience and the
possibility to request the loan, save and send the simulations by e-mail, “Loan Request” or
“Contact Request”, upload the documents necessary for analysis and a new area, “My
simulations and loan proposals”;

e M Contacto, a privileged and secure contact area between the Customer and their manager
where it is possible to make meetings through video-calls. The latter is only available on the
Individuals website;

e Simulator and request for the Moving Forward Credit on the companies’ website;

e M Empresas App: creation of an area exclusively for Aplauso 2017 Companies.

Digital Sales

Reflecting the strategy for the Bank's digital channels’ sale capacity, the new consumer loans simulator
on the website and the possibility of making simulations and requests for consumer loans using the
Millennium App and the Mobile web contributed to the 4% increase in the sale of consumer loans through
digital platforms in 2016, to around 14% of the Bank's total sales in 2017. One expects that this growth
will continue until the end of 2017.

Regarding the promotion of digital sales, we must emphasize the significant number of insurance
products recorded in digital (around 30 times the figures in 2016), the creation of a new simulator and a
request for a mortgage loan on the website/Mobile App, plus the creation of a term deposit exclusively
for App users.

The use of Digital Marketing campaigns continues to efficiently contribute to the general increase
recorded in 2017 in digital sales of products and services.

Communication with Customers

In the first half-year of 2017, the Communication of Millennium consolidated the positioning and values
launched in 2016 based on the commitment - “Aqui Consigo,” a play on words in Portuguese meaning
both “always with you” and “here | can”).

The beginning of the year represented a turning point in the Bank's history, due to the conclusion of the
restructuring plan, and the Communication developed during the first six months of 2017 represents a
renewed driving force and a new principle.

The Bank focused on a communication strategy based on several stages: an initial one focusing on the
disclosure of the end of the State's aid, followed by the communication of the Share Capital Increase
and, lastly, the launching of a new institutional campaign under the motto “Conseguimos Mais” (“We
can do more”).

The institutional campaign enabled Millennium to strengthen its commitment with the market and with
its customers - expressed in the statement “Um Banco que esteve, esta e sempre estara aqui consigo”
(A bank that was, is, and will always be with you) - and two campaigns, with a specific offer addressed
to new clients, were developed for the Individuals and Companies segments.

The communication actions undertaken and the commercial campaigns launched during the first half of
2017 continued to focus on the positioning of Millennium as a modern Bank, with a service of excellence
and ongoing technological innovation.
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This Communication strategy continues to rely on digital channels and on social networks (enabling
Millennium to become leader in the bank industry regarding interactions with its users), together with a
policy of sponsorship of events which guarantee a strong presence of the Bank near Clients and Non-
Clients.

Highlights include the Millennium Estoril Open which takes place at the end of April/beginning of May,
as well the Online Dance Company powered by Millennium, whose digital videos and entertaining live
sessions enabled the Bank to considerably increase its relation with young people, translating into
significant growth in the number of Customers in the Youth segment.

In the second half of 2017 the Bank will continue to carry out an intense communication effort, in the
form of advertisements and sponsorships which will enable Millennium to consolidate its growth in terms
of notoriety and satisfaction of its Clients.

Main awards received'’
In 2017, the Group's Banks received several awards, of which the following are noteworthy:

e  “Best Consumer Digital Bank” in Portugal and in Poland by Global Finance;
e  “Superbrand” in Portugal and in Mozambique;

e “Market member - Most Active Trading House in Certificates” and “Seasoned Equity Offer
House”, at the 6th edition of the Euronext Lisbon Awards;

e  “Model Bank 20177, attributed to Millennium bcp by the U.S. consulting company Celent, for
the transformation it has been developing in Portugal, namely with its Branches of the Future,
an award delivered to the financial entities that stood out for innovation and the quality of its
customer service;

e “Best Brand” in the category Banking, within the scope of the annual event held by the
magazine Marketeer;

e  “Best Private Bank” in Portugal by The Banker;

e “Best Online Bank” attributed for the fourth consecutive year to ActivoBank by Marktest
Reputation Index;

e  Bank Millennium Poland was included, for the ninth consecutive time, in the Respect Index -
an index of socially responsible companies listed on the Warsaw Stock Exchange;

e Bank Millennium was distinguished in the ranking of Responsible Companies 2017, a list of
major Polish companies evaluated in terms of their Corporate Social Responsibility, and was
classified as "Crystal” - meaning that it has entrepreneurial maturity regarding the
implementation of corporate social responsibility activities;

e  “Best Bank in Social Responsibility” in Poland , by Euromoney;

e “Best Bank in Mozambique 2017” and “Best Trade Finance Provider in Mozambique 2017” by
Global Finance;

e  “Best Bank in Mozambique 2017", by The Banker;

e "Best Bank in Mozambique 2017" within the scope of the Euromoney Awards for Excellence.

COMPETITIVE POSITIONING

At the end of June 2017, Millennium bcp was the largest Portuguese privately-owned bank with a
relevant position in the countries where it operates.

The Bank offers a wide range of banking products and financial services, directed at Individuals and
Companies, has a leading position in the Portuguese financial market, and is positioned to benefit from
the recovery of the Portuguese economy, mainly through the support that the Bank provides to
Companies.

1 These awards are of the exclusive responsibility of the entitieS that awarded them.
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Its mission of ensuring excellence, quality service and innovation reflects values which make the Bank
distinctive and differentiated from the competition.

On 30 June 2017, operations in Portugal accounted for 73% of total assets, 75% of total loans to
Customers (gross) and 74% of total customer funds. In June 2017, the Bank had over 2.3 million
Customers in Portugal and market shares of 17.8% and 17.3% for loans to Customers and Customer
deposits, respectively.

Millennium bcp is also present in the five continents of the world through its banking operations,
representation offices and/or commercial protocols, serving over 5.6 million Customers, at the end of
June 2017.

'k"l
Single brand |u Portugal J| @—

Millennium Market share: 17.8% on loans, 17.3% on deposits On-shore branch
Loans to Customers (gross): €38,709 million Loans to Customers (gross): €368 million
Customer funds: €48,645 million Customer funds: €877 million
Employees: 7,303 Employees: 12
Branches: 596 Branches: 1

- China (Guangzhou)

Representation office
2 employees

&roed ) |

Market share: 4.4% on loans, 5.2% on deposits
Loans to Customers (gross): €11,542 million
Customers funds: €15,423 million
Customers: 1.5 million

Employees: 5,865

Branches: 360

BCP shareholding: 50.1%

]’\_[F Mozambique |

Market share: 29.7% on loans, 29.5% on deposits
Loans to Customers (gross): €1,157 million
Customer funds: €1,518 million

Customers: 1.7 million

Employees: 2,563

Branches: 179

BCP sahreholding: 66.7%

® ATLANTICO LM Angola

BANCO MILLENNIUM ATLANTICO
Loans market share: >11%
Deposits market share: >12%
Customers: >1,000,000
Employees: >1,800
Branches: 141
BCP shareholding: 22.5%
De-consolidated from June 2016

Concerning the operations in Africa, Millennium bcp operates through Millennium bim, a universal bank
that has been active since 1995 in Mozambique, where it has over 1.7 million customers and is the
leading bank, with 29.7% of loans and advances to Customers and 29.5% of deposits. Millennium bim is a
highly reputed brand in the Mozambican market, associated with innovation, major penetration in terms
of electronic banking and exceptional capacity to attract new Customers, as well as being a reference in
terms of profitability.

The merger of Banco Millennium Angola, S.A. with Banco Privado Atlantico, S.A. was signed on 22 April
2016. The bank resulting from the merger is an associate of Banco Comercial Portugués.

In Poland, Bank Millennium has a well distributed network of branches, supported on a modern multi-
channel infrastructure, a benchmark service quality, high recognition of the brand, a robust capital
base, comfortable liquidity and solid risk management and control. As at 30 June 2017, Bank Millennium
had a market share of 4.4% in loans to Customers and of 5.2% in deposits.

The Group has operated in Switzerland since 2003, through a private banking platform offering
personalised quality services to the Group's high net worth Customers, comprising asset management
solutions based on rigorous research and profound knowledge of financial markets, underpinned by a
robust commitment to risk management and an efficient IT platform.

The Group has also been present in Asia since 1993, but it was only in 2010 that the activity of the
existing branch in Macau was expanded, through the attribution of a full license (onshore) aimed at
establishing an international platform for business operations between Europe, China and Portuguese-
speaking African countries.

The Bank also has 10 representation offices (1 in the United Kingdom, 2 in Germany, 3 in Switzerland, 2
in Brazil, 1 in Venezuela, 1 in China in Guangzhou and 1 in South Africa); 5 commercial protocols
(Canada, USA, Spain, France and Luxembourg); and 1 commercial promoter (Australia).
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MILLENNIUM NETWORK

DISTRIBUTION NETWORK 1,136 MILLENNIUM BRANCHES
NUMBER OF BRANCHES BRANCHES BREAKDOWN
1
179 SWITZERLAND
Change% MOZAMBIQUE
2017 2016 2015 17/16
TOTAL IN PORTUGAL™ 596 618 671 -3.6%
Poland 360 368 411 -22%
Switzerland 1 1 1 0.0% 2900
Mozambique 179 176 169 1.7%
TOTAL OF INTERNATIONAL
OPERATIONS 540 545 581 -0.9% e
TOTAL 1,136 1,163 (15252, -2.3% POLAND
™ ncludes Macao branch.
PORTUGAL INTERNATIONAL
POLAND AND SWITZERLAND
POLAND 360
> il

SWITZERLAND 1

MOZAMBIQUE

MOZAMBIQUE 179

M)

TOTAL OF BRANCHES

BRAMNCHES OPENED OM SATURDAY

BRANCHES WITH DIFFERENTIATED SCHEDULE

M
L
O
O

BRANCHES WITH ACCESS CONDITIONS
TO PEOPLE WITH REDUCED MOBILITY
{*} Includes branches of different networks sharing the same premises.

29



REMOTE CHANNELS AND SELF-BANKING 5.682 MILLION CUSTOMERS

4 THOUSAND
MACAO
Call Mabile - -
Internet Centre  Banking ATM POS
1,730 THOUSAND
TOTAL IN PORTUGAL 686315 145804 319,850 1976 49,986 “OUMHOF
Poland 1,098,361 126,576 692,457 485 2382
Switzerland 507 - - - - THOUSAND
Mozambique 18,658 4,048 522,067 486 8,317 2 THOUSAND
SWITZERLAND
TOTAL OF INTERNATIOMAL
OPERATIONS 1,117,526 130,624 1,214,524 971 8317
TOTAL 1,803,841 276,428 1,534,374 2,947 58,303
1,564 THOUSAND
Note: in Portugal are considered Customers/active users those who used Internet, POLAND
Call Centre or Mobile Banking at least once in the last 90 days.
# Automated Teller Machines. 3,3 OO TH OUSAN D

4 Point of Sales. ABROAD
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PERFORMANCE VERSUS STRATEGIC PLAN

On 12 January 2017, the Bank confirmed its financial and operational business goals? for 2018 within the
scope of the share capital increase operation concluded in February 2017, as follows:

e CET1 (phased in) and CET1 (fully implemented) of around 11%;
e Balance sheet loan-to-deposit ratio under 100%;

e Cost-to-Core Income ratio under 50%;

e Cost-to-Income ratio under 43%;

e Cost of risk under 75 b.p.;

e ROE of approximately 10%.

Goal 1H2017 2018

CT1/ CET1? Phased-in 13.0% = 11%
Fully implemented: 11.3%

Loans-to-Deposits 95% <100%

Cost-lncome Stated: 42.9% <43%

Excluding extraordinary items: 45.2%

Cost-Core Income* Stated: 44.6% <50%

Excluding extraordinary items: 47.0%

Cost of Risk 118 bp <75 bp
= 10%
ROE 3.3% Based on CET1

11% fully implemented

On 30 June 2017, the regulatory capital ratio Common Equity Tier | (CET1), in accordance with the
phased-in and fully implemented criteria stood at 13.0% and 11.3%, respectively, both above the target
for 2018 of around 11%. The loan-to-deposits liquidity ratio stood at 95, complying with the objective
defined for 2018 (<100%).

(Net income, cost-to-income ratios, and Cost-Core income stated (44.6%) and without extraordinary
items (47.0%) are aligned with the target for 2018 (<50%). The Cost-to-Income ratio stated stood at
42.9%, during the first six months of 2017, below the 43% defined as the maximum threshold for 2018,
however, if we exclude the extraordinary items, this ratio is still slightly above the target (45.2%).

The cost of risk is still above the objective set forth for 2018 (118 bp vs target of <75 pb), although it
showed a favourable performance versus the same period of 2016 due to the relevant decrease in
impairment and provisions.

The profitability of the average equity balance stood at 3.3%, below the objective of approximately 10%
defined for 2018, but also evidencing a positive performance versus the same period of 2016.

2 The figures provided above are goals not forecasts. There is no guarantee that such goals can or will be achieved, as
such they cannot be construed as forecasts or earnings' estimates.

* Amounts estimated including the results of the 1st half-year.

4 Core income = net interest income + fees.

31



RESULTS AND BALANCE SHEET

The consolidated Financial Statements are prepared under the terms of Regulation (EC)
n°. 1606/2002, of 19 July, in accordance with the reporting model determined by the Banco de Portugal
(Banco de Portugal Notice no. 5/2015), following the transposition into Portuguese law of Directive
n°. 2003/51/EC, of 18 June, of the European Parliament and Council in the versions currently in force.
The interim condensed financial statements, for the six month period ended 30 June 2017, were
prepared in accordance with the IAS 34.

In the context of the Banco Millennium in Angola’s merger process with Banco Privado Atlantico, the
public deed of which was executed on 22 April 2016 and the granting of the necessary authorizations
was concluded on 3 May 2016, Banco Millennium in Angola was considered as a discontinued operation in
March 2016, and the impact of the results presented in a separate line item in the profit and loss
account, defined as “income arising from discontinued operations” and the prior periods were restated.
At the level of the consolidated balance sheet, the assets and liabilities of Banco Millennium Angola,
S.A. continued to be consolidated by the full method of consolidation until April 2016.

After the completion of the merger, in May 2016, the assets and liabilities of Banco Millennium in Angola
stopped being considered in the consolidated balance sheet and the investment of 22.5 % in Banco
Millennium Atlantico, the new merged entity, started being consolidated using the equity method and
its contribution to the Group's results have been recognized in the consolidated accounts from May 2016
onwards.
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PROFITABILITY ANALYSIS

Net Income

The core income® of Millennium bcp amounted to Euro 558.6 million in the first half of 2017, increasing
27.8% from Euro 437.1 million posted in the first half of the previous year, reflecting not only the 12.9%
growth in net interest income and the 3.1% growth in net fees and commissions income, but also the
7.0% decrease in operating costs. Excluding the effect of specific items (a Euro 23.7 million profit in
2017 including the negotiation of the Bank’s Collective Labour Agreement net of restructuring costs and
Euro 1.2 million in restructuring costs in 2016), core net income increased 22.0% from the first half of
2016, reaching Euro 534.9 million in the first half of 2017.

The performance of core net income benefited from both NET INCOME
the performance of the activity in Portugal and the Euro milion 89.9

international activity, and reflected an improvement of | AN
operating efficiency, as shown by the decrease in thecost to

core income® ratio, excluding specific items, from 52.4% in 051

the first half of 2016 to 47.0% in the first half of 2017. 1973

Net income in the first half of 2017 totalled Euro 89.9

million, comparing very favourably to Euro -197.3 million 2016 2017

posted in the first half of the previous year.

This performance was determined by the activity in Slncome arising from discontinued operations
Portugal, where net income increased by Euro 306.7 million OPortugal

compared to the first half of 2016, to Euro 1.6 million,

mainly induced by the growth of core net income and a noteworthy decrease in impairment and
provisions, net of tax effects. The positive impact, net of tax, due to the above-mentioned specific
items of 2017 reached Euro 16.7 million, comparing to Euro 20.9 million from the gain related to the
purchase of Visa Europe by Visa Inc in the same period of 2016.

In the international activity, net income stood at Euro 87.1 million in the first half of the year,
comparing to Euro 99.4 million achieved in the first half of the previous year, mainly reflecting the
lower contributions from the operations in Angola and especially Poland, the latter conditioned by both
the gain booked in the first half of 2016 associated with the purchase of Visa Europe by Visa Inc (Euro
26.2 million) and by the penalising effect of the mandatory contributions, namely the recognition of the
total annual cost of the contribution to the Resolution Fund in March 2017, which was accrued in 2016,
and the new banking tax introduced in February 2016.

Bank Millennium in Poland reported a net profit of 73.7 million euros in the first six months of 2017,
showing a 24.7 million euros decrease in comparison with the 98.4 million euros presented in the same
period of 2016, determined by the gain of 52.4 million euros, after taxes, obtained in 2016 with the sale
of Visa Europe shares and by the penalizing effect of mandatory contributions, notably the full
recognition in the first half of 2017 of the annual cost of the Resolution Fund, which was accrued in
2016, and the beginning of the new banking tax in February 2016, despite the favourable performance
of net interest income and net commissions.

Millennium bim in Mozambique posted a net income of 42.8 million euros, showing an increase of 16%
compared to the 36.8 million euros recorded in the first half of 2016. Excluding the metical depreciation
effect, net income would have increased by 43%, due to banking income growth, supported by increased
net interest income, which benefitted from an increase in reference interest rates and in business
volumes, only partially offset by higher operating costs, impairment and provisions.

Millennium Banque Privée in Switzerland registered a net income of 3.4 million euros in the first half of
2017, higher than the 2.6 million euros shown in the same period of 2016, due to banking income
positive evolution, in commissions, notably from management activities, third parties’ retrocession and
guarantees, and in net interest income, benefitted by credit volume increase.

Millennium bcp Bank & Trust in the Cayman lIslands, excluding the exchange effects not relevant for
consolidated purposes, would have reported a positive net result of 2.5 million euros in the first half of
2017, higher than in the same period of last year, due to the favourable evolution of net interest
income, operating costs and loan impairment.

> Core net income = net interest income + net fees and commission income - operating costs.
¢ Core income = net interest income + net fees and commission income.
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Regarding the Angolan operation, net income from international operations includes 15.8 million euros
related to Banco Millennium Atlantico’s net income consolidated through the equity method in the first
half of 2017, while in the first half of 2016 it included 21.4 million euros, of which 18.4 million euros
related to net income of the former Banco Millennium Angola in the first four months of 2016
(correspondent to the consolidation of 50.1%) and 3.0 million euros referring to Banco Millennium
Atlantico’s results on the two following months consolidated through the equity method.

INCOME STATEMENT Euro million
30 Jun. 17 30 Jun. 16 Change 17/16
Net interest income 678.5 600.8 12.9%
Other net income
Dividends from equity instruments 1.6 5.8 -72.3%
Net commissions 330.3 320.3 3.1%
Net trading income 89.9 182.8 -50.8%
Other net operating income (86.6) (88.1) 1.6%
Equity accounted earnings 35.1 37.7 -6.9%
370.3 458.6 -19.3%
Operating costs
Staff costs 241.5 273.7 -11.8%
Other administrative costs 182.6 184.9 -1.2%
Depreciation 26.1 25.5 2.5%
450.2 484.2 -7.0%
Impairment
For loans (net of recoveries) 305.0 618.7 -50.7%
Other impairment and provisions 110.3 198.0 -44.3%
Income before income tax 183.3 (241.3) 176.0%
Income tax
Current 54.5 56.4 -3.4%
Deferred (11.1) (134.7) 91.8%
Income after income tax from continuing operations 139.9 (163.0) 185.8%
Income arising from discontinued operations 1.3 45.2 -97.1%
Non-controlling interests 51.2 79.5 -35.6%
Net income attributable to shareholders of the Bank 89.9 (197.3) 145.6%

Net Interest Income

Net interest income rose 12.9% in the first half of 2017, reaching Euro 678.5 million comparing to Euro
600.8 million registered in the same period of previous year benefiting from the contribution of both
Portugal and the international activity.

In the activity in Portugal, net interest income totalled gﬂmlf:f“ INCOME

Euro 390.2 million in the first half of 2017 showing an

increase of 9.0% compared to the first half of the 1.96% 2.20%
previous year, reflecting mainly the lower cost of 684.8
funding largely justified by the positive impact of 633.6

CoCos repayment and by the continued reduction of

interest rates of term deposits, despite the lower gains 678.5

in loans and the securities portfolio. 600.8

In the international activity, net interest income
excluding exchange rate effects increased 23.0% in the 1H 2016 1H 2017
first half of 2017, compared to the same period of
previous year, reflecting the positive performance of
all subsidiaries, in particular Mozambique and Poland.

Cost of hybrid financial instruments (CoCos)
—— Net interest margin (excl. cost of CoCos)

Net interest margin stood at 2.18% in the first half of 2017, compared to 1.86% in the same period of the
previous year. Excluding the impact from the cost of CoCos, net interest margin reached 2.20% in the
first half of 2017 and 1.96% in the same period of 2016.
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Other Net Income

Other net income, which includes income from equity instruments, net commissions, net trading
income, other net operating income and equity accounted earnings, totalled 370.3 million euros in the
first half of 2017, which compares with 458.6 million euros in the same period of 2016, largely driven by
the 91.0 million euros in gains with purchase by Visa Inc of the stakes held by the Bank in Portugal and
by Bank Millennium in Poland in Visa Europe, in the second quarter of 2016.

OTHER NET INCOME Euro million
30 Jun. 17 30 Jun. 16 Change 17/16
Dividends from equity instruments 1.6 5.8 -72.3%
Net commissions 330.3 320.3 3.1%
Net trading income 89.9 182.8 -50.8%
Other net operating income (86.6) (88.1) 1.6%
Equity accounted earnings 35.1 37.7 -6.9%
Total other net income 370.3 458.6 -19.3%
Of which:
Portugal activity 251.7 290.9 -13.5%
Foreign activity 118.6 167.7 -29.3%

Income from Equity Instruments

Income from equity instruments comprises dividends and income from participation units received from
investments in financial assets available for sale or held for trading, stood at 1.6 million euros in the
first half of 2017, a 4.2 million euro decrease from the 5.8 million euros posted in the same period of
2016, mainly supported by the income associated with the Group's investments that incorporate its
shares portfolio and the investment fund participation units.

Net Commissions

Net commissions reached Euro 330.3 million in the first NET COMMISSIONS
half of 2017, compared to Euro 320.3 million achieved Euro million
in the same period of the previous year, benefiting
from the performance of the international activity,
namely in Poland, partially offset by the contribution of

S . . 320.3 330.3
the activity in Portugal which reflects a higher one-off
amount recorded in the first quarter of 2016 in banking
commissions. 263.1 265.9

The performance of net commissions mainly reflects
the increase in market commissions which grew 12.5% 1H 2016 1H 2017
compared to the first half of 2016.

Market related commissions

OBanking commissions

NET COMMISSIONS Euro million
30 Jun. 17 30 Jun. 16 Change 17/16
Banking commissions 265.9 263.1 1.1%
Cards 75.2 711 5.8%
Credit and guarantees 78.5 79.9 -1.7%
Bancassurance 47.5 43.6 8.9%
Current account related 46.5 45.4 2.3%
Commissions related with the State guarantee - -
Other commissions 18.3 23.1 -21.1%
Market related commissions 64.4 57.3 12.5%
Securities 43.8 38.9 12.6%
Asset management 20.6 18.3 12.5%
Total net commissions 330.3 320.3 3.1%
Of which:
Portugal activity 225.2 229.5 -1.9%
Foreign activity 105.1 90.9 15.7%
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Net Trading Income NET TRADING INCOME
Net trading income, which includes net gains from trading and
hedging activities, from available for sale financial assets and
from held to maturity financial assets, amounted to Euro 89.9
million in the first half of 2017, compared to Euro 182.8 million 89.9
accounted in the same period of 2016, reflecting the gain of
Euro 91.0 million related to the purchase, by Visa Inc., of the

182.8

shareholdings held by the Bank in Portugal and Bank 1H 2016 1H 2017
Millennium in Poland in Visa Europe in the second quarter of
2016.
NET TRADING INCOME Euro million
30 Jun. 17 30 Jun. 16 Change 17/16
Foreign exchange activity 39.9 44.1 -9.6%
Trading, derivative and other 50.0 138.7 -63.9%
Total net trading income 89.9 182.8 -50.8%
Of which:
Portugal activity 59.0 75.9 -22.2%
Foreign activity 30.9 107.0 -71.1%

Other Net Operating Income

Other net operating income, which comprises other operating income, other income from non-banking
activities and gains from the sale of subsidiaries and other assets, was negative by Euro 86.6 million in
the first half of 2017, compared to the negative Euro 88.1 million posted in the same period of the
previous year. This item includes the costs associated with mandatory contributions as well as with
Resolution Fund, largely recognized in the second quarter of the year, both in Portugal and in the
international activity.

The favourable performance of other net operating income was determined by the activity in Portugal,
while the contribution of the international activity was in line with the first half of 2016 (having grown
3.9% excluding exchange rate effects).

The contribution from the international activity was hindered by both the accounting in the first half of
2017 of the estimated annual contribution for the Resolution Fund in Poland, which was accrued in
2016, and by the new tax on Polish banks, which was only introduced in February 2016.

Equity Accounted Earnings

Equity accounted earnings, which include the earnings appropriated by the Group associated with the
consolidation of entities over which the Group, despite having significant influence, does not exercise
control over their financial and operational policies, totalled 35.1 million euros in the first half of 2017,
a 2.6 million euros decrease compared with the 37.7 million euros posted in the same period of 2016,
conditioned by the positive impact on UNICRE's results of the sale of its stake in Visa Europe during the
1st half of 2016, despite the increase, in the 1st half of 2017, of the appropriation of profits from the
stake in Banco Millennium Atlantico, the new entity resulting from the merger of Banco Millennium
Angola with Banco Privado Atlantico, which took place in May 2016.

Operating Costs

Oper.aFing Fosts, which aggrega'te.staff costs, ot.her OPERATING COSTS
administrative costs and depreciation for the period, Euro million
excluding the effect of specific items (a Euro 23.7

million profit that includes gains from the Collective

Labour Agreement negotiation and restructuring costs 45.6% 45.2%
in 2017, and Euro 1.2 million from restructuring costs
in 2016), totalled Euro 473.9 million in the first half of 482.8 473.9

2017, decreasing 1.8% from the Euro 482.8 million |:| |:|

accounted in the first half of the previous year, due to 016 017
the contribution of the activity in Portugal which
reflects the cost saving initiatives that have been

. —— Cost to income (excluding specific items
implemented. ( &sp )

In the activity in Portugal, operating costs, excluding the above-mentioned specific items, showed a
decrease of 4.5% compared to the first half of 2016, mainly determined by the impact of the reduction
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in the number of employees on staff costs and also by other administrative costs savings, amounting to
Euro 294.8 million in the first half of 2017.

In the international activity, operating costs increased 2.8% from the amount accounted in the first half
of 2016 mainly influenced by the performance of the subsidiary in Poland. Excluding the exchange rate
effect, operating costs increased 5.5%, induced by the performance of the subsidiary in Mozambique.

OPERATING COSTS Euro million
30 Jun. 17 30 Jun. 16 Change 17/16
Staff costs 265.2 272.5 -2.7%
Other administrative costs 182.6 184.9 -1.2%
Depreciation 26.1 25.5 2.5%
Subtotal (1) 473.9 482.8 -1.8%

Specific items

Restructuring costs and Collect. Lab. Agreem.

Revision/negotiation (23.7) 1.2
Operating costs 450.2 484.1 -7.0%
Of which:
Portugal activity (1) 294.8 308.6 -4.5%
Foreign activity 179.1 174.3 2.8%

(1) Excludes the impact of specific items presented in the table.

Staff Costs

Staff costs, excluding the impact of the above-mentioned specific items, amounted to Euro 265.2
million in the first half of 2017, showing a 2.7% reduction compared to Euro 272.5 million registered in
the same period of the previous year, benefiting from the impact of the decrease of 99 employees in
the activity in Portugal from the end of June 2016, while in the international activity, staff costs
increased 6.5% excluding exchange rate effects determined by the operation in Poland and in
Mozambique.

STAFF COSTS Euro million
30 Jun. 17 30 Jun. 16 Change 17/16

Salaries and remunerations 210.5 205.6 2.4%

Social security charges and other staff costs 54.7 66.9 -18.2%

265.2 272.5 -2.7%

Other Administrative Costs

Other administrative costs stood at Euro 182.6 million in the first half of 2017, decreasing 1.2% from the
Euro 184.9 million registered in the same period of 2016, reflecting the performance of the activity in
Portugal, namely the resizing of the distribution network related to the rationalisation and cost
containment measures that have been implemented, which translated into a reduction of 50 branches
from the end of June 2016 to 596 at the end of June 2017.

In the international activity, excluding exchange rate effects, there was a 5.8% increase in other
administrative costs determined by the activity in Mozambique.
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OTHER ADMINISTRATIVE COSTS Euro million

30 Jun. 17 30 Jun. 16 Change 17/16

Rents and leases 48.0 50.0 -4.0%
Outsourcing and independent labour 38.2 37.0 3.3%
Advertising 13.3 11.8 12.8%
Communications 10.9 11.9 -8.7%
Maintenance and related services 8.6 9.6 -10.1%
Information technology services 8.6 9.4 -8.8%
Water, electricity and fuel 7.7 8.2 -6.0%
Advisory services 5.9 4.9 21.6%
Transportation 3.8 4.2 -9.5%
Travel, hotel and representation costs 3.7 3.8 -2.3%
Legal expenses 3.6 3.1 15.3%
Consumables 2.3 2.3 -0.8%
Insurance 2.3 2.2 3.7%
Credit cards and mortgage 3.1 1.9 60.4%
Training costs 0.9 0.6 37.4%
Other specialised services 9.6 11.3 -15.1%
Other supplies and services 12.0 12.6 -4.1%

182.6 184.9 -1.2%

Depreciation

Depreciation costs totalled Euro 26.1 million in the first half of 2017, compared to Euro 25.5 million
posted in the same period of 2016, determined by the performance of the activity in Portugal, namely
by the higher IT equipment and software depreciation costs. In the international activity, excluding the
exchange rate effect, depreciation costs decreased 4.4% compared to the amount registered in the first
half of 2016.

Loans Impairment
IMPAIRMENT CHARGES (NET)

Impairment for loan losses (net of recoveries) fell by Furo miltion

50.7% compared to Euro 618.7 million accounted in the 34 b-p-
first half of 2016, to stand at Euro 305.0 million in the 618, 118 b.p.
first half of 2017, reflecting a trend towards
normalization of the cost of risk in the activity in -0
Portugal that allowed the improvement of the cost of | |
risk for the group that decreased from 234 basis points

1H 2016 1H 2017

in the first half of 2016 to 118 basis points in the same

period of 2017. —e—Impairment charges (net of recoveries) as a
% of total loans (gross)

LOAN IMPAIRMENT CHARGES (NET OF RECOVERIES) Euro million
30 Jun. 17 30 Jun. 16 Change 17/16

Loan impairment charges 314.9 642.4 -51.0%
Credit recoveries 9.9 23.7 -58.2%
305.0 618.7 -50.7%

Cost of risk:
Impairment charges as a % of total loans 122 b.p. 243 b.p. -121 b.p.
Impairment charges (net of recoveries) as a % of tot 118 b.p. 234 b.p. -116 b.p.

Note: cost of risk adjusted of discontinued operations.
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Other Impairment and Provisions

Other impairment and provisions include impairment charges for other financial assets, for impairment
of other assets, in particular repossessed assets arising from the termination of loan contracts with
customers, for impairment of goodwill, as well as charges for other provisions.

Other impairment and provisions totalled Euro 110.3 million in the first half of 2017, decreasing 44.3%
compared to Euro 198.0 million registered in the same period of the previous year, essentially reflecting
the smallest provisioning reinforcement needs related to corporate restructuring funds and other debt
instruments, despite the reinforcement that occurred in other assets.

Income Tax

Income tax (current and deferred) achieved Euro 43.4 million, in the first half of 2017, compared to
Euro -78.3 million posted in the same period of the previous year.

These taxes include current tax costs of Euro 54.5 million (Euro 56.4 million in the first half of 2016),
net of deferred tax income of Euro 11.1 million (Euro 134.7 million in the first half of 2016).

Non-controlling interests

Non-controlling interests include the part attributable to third parties of the net income of the
subsidiary companies consolidated under the full consolidation method in which the Group does not
hold, directly or indirectly, the entirety of their share capital.

Non-controlling interests totalled 51.2 million euros in the first half of 2017, which compares with 79.5
million euros in the first half of 2016, essentially reflecting the net income attributable to third parties
related to the shareholdings held in the share capital of Bank Millennium in Poland, Millennium bim in
Mozambique, including non-controlling interests regarding SIM - Seguradora Internacional de
Mocambique, S.A.R.L. The evolution of this item incorporates the effects resulting from the decrease in
net earnings recorded by Bank Millennium in Poland, as well as a change, in May 2016, to the registry of
the operation related to the 22.5% investment in Banco Millennium Atlantico.
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REVIEW OF THE BALANCE SHEET

Total assets stood at Euro 73,024 million as at 30 June 2017, comparing to Euro 73,068 million as at 30
June 2016, essentially reflecting the reduction of loans to customers and also deposits at central banks
and loans and advances to credit institutions, partially offset by the increase in financial assets
available for sale, deferred tax assets and other assets.

Loans to customers (gross) amounted to Euro 51,684 million as at 30 June 2017, compared to Euro
52,930 million recorded as at 30 June 2016, hindered by the decrease in the activity in Portugal, despite
the increase showed by the international activity.

This performance was largely offset by the increase in the credit portfolio, which was set at 13,967
million Euros at the end of June 2017, versus 12,832 million Euros recorded on the same date last year,
mainly translating the performance of the portfolio of the subsidiary in Poland.

Total liabilities amounted to 66,078 million Euros as at 30 June 2017, recording a 2.9% decrease, vs.
68,054 million Euros recorded on the same date in 2016, mainly portraying the reduction in deposits of
Central Banks of subordinated debt and other debt securities issued, despite customer’s deposits and
other loans being on an upward trend.

Deposits of Central Banks fell 29.6% to 4,173 million Euros on 30 June 2017 (5,959 million Euros on 30
June 2016), influenced by the continuing trend in the activity in Portugal.

Subordinated liabilities totalled 851 million Euros as at 30 June 2017, 48.7% down versus 1,660 million
Euros as at 30 June 2016, due to the reimbursement of the remaining CoCo bonds in this period (750
million Euros).

Likewise, other debt securities issued went down 22.3%, from 4,018 million Euros to 3,121 million Euros
between 30 June 2016 and 2017, influenced to a certain degree by the gradual replacement, at
maturity, of bonds placed with clients by deposits. Within the scope of this item, one must also
underline that the remaining issue of mortgage bonds placed with the market, amortized in June, was
refinanced by a new 1,000 million Euros mortgage bond issue with a five year maturity, marking the
Bank's return to the medium to long term debt markets about three years after placing an MTN issue in
the market, amortized in February 2017.

Customer funds and loans were up 1,874 million Euros, from 48,762 million Euros at the end of the first
half of 2016 to 50,636 million Euros recorded at 30 June 2017, benefiting from the contributions of the
operation in Portugal and of the operations abroad.

Total customer funds reached 66,070 million Euros as at 30 June 2017, climbing 5.2% versus the 62,823
million Euros recorded on 30 June 2016, due to the performance of the group in Portugal and abroad.

Total equity, including non-controlling interests, stood at 6,946 million euros as at 30 June 2017, which
compares with 5,014 million euros posted on the same date of 2016. For further information and details
on the composition and evolution of the equity please see the Consolidated Statement of Changes in
Equity for the six months period ended 30 June, 2016 and 2015 in the Accounts and Notes to the
Consolidated Accounts for the First Half of 2016.
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BALANCE SHEET AS AT 30 JUNE 2017 AND 2016 AND 31 DECEMBER 2016 Euro million
30 Jun. 17 31 Dec. 16 30 Jun. 16 Change
17/16
Assets
Cash and deposits at central banks and loans and advances to cr 3,038 3,079 3,983 -23.7%
Loans and advances to customers 48,066 48,018 49,186 -2.3%
Financial assets held for trading 974 1,049 1,234 -21.1%
Other financial assets held for trading
at fair value through profit or loss 142 147 145 -2.1%
Financial assets available for sale 12,385 10,596 11,023 12.3%
Financial assets held to maturity 451 511 419 7.7%
Investments in associated companies 596 599 559 6.7%
Non current assets held for sale 2,224 2,250 1,906 16.7%
Other tangible assets, goodwill and intangible assets 652 636 670 -2.7%
Current and deferred tax assets 3,173 3,202 2,804 13.2%
Other (1) 1,323 1,178 1,139 16.2%
Total Assets 73,024 71,265 73,068 -0.1%
Liabilities
Deposits from Central Banks and from other credit institutions 9,373 9,938 11,229 -16.5%
Deposits from customers 50,636 48,798 48,762 3.8%
Debt securities issued 3,121 3,513 4,018 -22.3%
Financial liabilities held for trading 476 548 614 -22.4%
Subordinated debt 851 1,545 1,660 -48.7%
Other (2) 1,621 1,659 1,771 -8.5%
Total Liabilities 66,078 66,000 68,054 -2.9%
Equity
Share capital 5,601 4,269 4,094 36.8%
Treasury stock 3) 4) 92.4%
Share premium 16 16 16
Preference shares 60 60 60
Other capital instruments 3 3 3
Fair values reserves (23) (131) (52) 55.4%
Reserves and retained earnings 201 144 239 -15.4%
Net income for the period attributable to shareholders 90 24 (197) 145.6%
Total equity attributable to Shareholders of the bank 5,948 4,382 4,159 43.0%
Non-controlling interests 998 883 855 16.7%
Total Equity 6,946 5,265 5,014 38.5%
Total Liabilities and Equity 73,024 71,265 73,068 -0.1%

(1) Includes Assets with repurchase agreement, Hedging derivatives, Investment property and Other assets.

(2) Includes Hedging derivatives, Provisions for liabilities and charges, Current and deferred income tax liabilities and Other liabilities.

Loans to Customers

Loans to customers (gross) amounted to Euro 51,684
million as at 30 June 2017, compared to Euro 52,930
million recorded as at 30 June 2016, hindered by the
decrease in the activity in Portugal, despite the increase
showed by the international activity.

In the activity in Portugal, loans to customers decreased
4.9% from 30 June 2016, reflecting the aim of reducing
NPEs, notwithstanding the initiatives focused on meeting
the financing needs of companies and individuals. It is
worth noting the stabilization of the performing loans
portfolio in the first half of 2017, reflecting significant
increases in loans to individuals and to companies.

LOANS AND ADVANCES TO CUSTOMERS
Euro million

52,930 51,684
40,719 38,709
30 Jun. 16 30 Jun. 17

International
OPortugal

The performance of loans to companies was also accompanied by a structural change in order to reduce
the weight of construction and real estate activities and non-financial holding companies against

exporting industries.
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Loans to customers in the international activity increased 6.3% from 30 June 2016, mainly reflecting the
growth of loans to companies in the operations in Poland and Mozambique. Excluding the exchange rate

effects, loans to customers would have increased 1.2%.

The structure of the loans to customers’ portfolio showed identical and stable levels of diversification
between the end of June 2016 and June 2017, with loans to companies representing 47% of total loans

to customers as at 30 June 2017.

LOANS TO CUSTOMERS (GROSS)

Euro million

30 Jun. 17 30 Jun. 16 Change 17/16
Individuals 27,468 28,413 -3.3%
Mortgage 23,678 24,494 -3.3%
Consumer and others 3,790 3,918 -3.3%
Companies 24,216 24,518 -1.2%
Services 9,277 9,686 -4.2%
Commerce 3,295 3,132 5.2%
Construction 2,779 3,166 -12.2%
Others 8,865 8,534 3.9%
Total 51,684 52,930 -2.4%
Of which:
Portugal activity 38,709 40,719 -4.9%
Foreign activity 12,975 12,211 6.3%

Credit quality, determined by loans overdue by more
showed a favourable performance, dropping from 7.5%
as at 30 June 2016 to 6.4% as at 30 June 2017, while
the corresponding coverage ratio for loans overdue by
more than 90 days improved from 93.9% as at 30 June
2016 to 110.1% in the same date of 2017.

The credit at risk ratio reached 10.1% as at 30 June
2017, which compares favourably with 11.9% on the
same date of the previous year. As at 30 June 2017, the
restructured loans ratio stood at 9.6% of total loans,
from 10.0% registered as at 30 June 2016, and the ratio
of restructured loans not included in the credit at risk
stood at 5.5% of total loans compared to 5.4% at the
same date of 2016.

than 90 days as a percentage of total loans,

CREDIT QUALITY

Euro million
93.9% 110.1%
7.5%
6.4%
3,989 3,288
30 Jun. 16 30 Jun. 17

3 Loans overdue by more than 90 days

—— Loans overdue by more than 90 days / Total loans
—— Coverageratio

OVERDUE LOANS BY MORE THAN 90 DAYS AND IMPAIRMENTS AS AT 30 JUNE 2017

Euro million

Overdue loans by
more than 90

Impairment for

loan losses

Overdue loans by
more than 90 days

Coverage ratio
(Impairment/

days /Total loans Overdue >90 days)

Individuals 686 716 2.5% 104.4%
Mortgage 256 324 1.1% 126.6%
Consumer and others 430 392 10.2% 91.2%
Companies 2,602 2,902 10.9% 111.5%
Services 965 1,564 10.9% 162.1%
Commerce 226 198 6.9% 87.5%
Construction 823 647 29.6% 78.6%
Others 587 493 6.6% 84.0%
Total 3,288 3,618 6.4% 110.1%
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Customer Funds

Total customer funds, reached Euro 66,070 million as at TOTAL CUSTOMER FUNDS
30 June 2017, showing an increase of 5.2% compared to ~ Euro miltion
Euro 62,823 million as at 30 June 2016, supported by

the performance of both the international and the 62,823 66,070

activity in Portugal.

Total customers funds in the activity in Portugal,

reached Euro 48,645 million as at 30 June 2017, 47,213 48,645

increasing 3.0% compared to Euro 47,213 million at the

same date of 2016, benefiting from both, the growth in 30 Jun. 16 30 Jun. 17
off-balance sheet customer funds, which increased by International

Euro 1,272 million, and on balance sheet customer OPortugal

funds, highlighting the performance of resources from
customers, which increased by Euro 312 million from 30 June 2016.

In the international activity, total customer funds, totalled Euro 17,425 million as at 30 June 2017,
increasing 11.6% from Euro 15,610 million as at 30 June 2016, highlighting the performance of the
subsidiary in Poland, namely in what concerns to resources from customers. Excluding the exchange rate
effects total customer funds of the international activity grew 6.5%.

As at 30 June 2017, balance sheet total customer funds represented 79% of total customer funds, with
resources from customers representing 77% of total customer funds.

According to Bank of Portugal’s Instruction no. 16/2004, the loan to deposits ratio improved from 102%
as at 30 June 2016 to 95% as at 30 June 2017, benefiting from the Euro 3.0 billion reduction of the
commercial gap. The same ratio, considering the total on-balance sheet customers’ funds, stood at 92%
(97% as at 30 June 2016).

TOTAL CUSTOMER FUNDS Euro million
30 Jun. 17 30 Jun. 16 Change 17/16

Balance sheet total customer funds 52,228 50,500 3.4%
Resources from customers 50,636 48,762 3.8%
Debt securities 1,592 1,738 -8.4%
Off-balance sheet customer funds 13,842 12,323 12.3%
Assets under management 4,461 3,847 16.0%
Capitalisation products 9,382 8,476 10.7%
Total 66,070 62,823 5.2%

Securities portfolio

The securities portfolio, which includes financial assets held for trading, other financial assets held for
trading at fair value through profit or loss, financial assets available for sale, assets with repurchase
agreement and financial assets held to maturity, stood at Euro 13,967 million as at 30 June 2017,
compared to Euro 12,832 million posted at the same date of the previous year, mainly reflecting the
performance of the subsidiary in Poland, and representing 19.1% of total assets (17.6% as at 30 June
2016).

SECURITIES PORTFOLIO Euro million

Change

30 Jun. 17 30 Jun. 16

17/16
Financial assets held for trading 974 1,234 -21.1%
Financial assets available for sale 12,385 11,023 12.3%
Assets with repurchase agreement 15 11 46.0%
Financial assets held to maturity 451 419 7.7%
Other financial assets held for trading at fais value through profit or loss 142 145 -2.1%
Total 13,967 12,832 8.8%
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BUSINESS AREAS

ACTIVITY BY SEGMENT

Millennium bcp conducts a wide range of banking activities and financial services in Portugal and
abroad, with special focus on Retail Banking, Companies Banking and the Private Banking business.

Following the commitment undertaken with the Directorate-General of the European Commission (DG
Comp), an additional segment has been considered, the Non-Core Business Portfolio, in accordance with
the criteria agreed therein.

Business segment Perimeter

Retail Banking Retail Network of Millennium bcp (Portugal)
Retail Recovery Division
Banco ActivoBank

Companies, Corporate & Investment Banking Companies Network of Millennium bcp (Portugal)
Specialised Recovery Division
Real Estate Business Division
Interfundos
Corporate and Large Corporates Networks of Millennium bcp (Portugal)
Specialised Monitoring Division
Investment Banking
Treasury and Markets International Division

Private Banking Private Banking Network of Millennium bcp (Portugal)
Millennium Banque Privée (Switzerland) (*)
Millennium bcp Bank & Trust (Cayman Islands) (*)

Non Core Business Portfolio In accordance with the criteria agreed with DG Comp (**)

Foreign Business Bank Millennium (Poland)
BIM - Banco Internacional de Mocambique
Banco Millennium Atlantico (***)
Millennium Banque Privée (Switzerland) (*)
Millennium bcp Bank & Trust (Cayman Islands) (*)

Other Includes all other business and unallocated values in particular
centralized management of financial investments, corporate activities
and insurance activity.

(*) For the purposes of business segments, Millennium Banque Privée (Switzerland) and Millennium bcp Bank & Trust (Cayman Islands) are included in the Private Banking segment. In
terms of geographic segments, both operations are considered Foreign Business.

(™) Loans Portfolios in Portugal to discontinue gradually under the commitments undertaken with the DG Comp.

(™) In the context of the Banco Millennium in Angola merger process with Banco Privado Atlantico, Banco Millennium in Angola was considered as a discontinued operation in
March 2016. After the completion of the merger, in May 2016, the new merged entity, Banco Millennium Atlantico, started being consolidated using the equity method.

The figures reported for each business segment resulted from aggregating the subsidiaries and business
units integrated in each segment, also reflecting the impact from capital allocation and balancing
process of each entity in the balance sheet and income statement, based on average figures. The
balance sheet headings for each subsidiary and business unit were re-calculated, taking into account the
replacement of the equity book values by the amounts attributed through the allocation process, based
on the regulatory solvency criteria.

Thus, as the process of capital allocation complies with the regulatory criteria of solvency in force, the
risk weighted assets, and consequently the capital allocated to the business segments, are determined
in accordance with the Basel Il framework, pursuant to the CRD IV/CRR. The capital allocated to each
segment resulted from the application of 10% to the risks managed by each segment, reflecting the
application of the Basel Ill methodologies. Each operation is balanced through internal transfers of
funds, hence with no impact on consolidated accounts.
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The net income of each segment includes the non-controlling interests, when applicable. Therefore, the
values shown for the net income reflect the individual net income of the business units, regardless of
the percentage stake held by the Group, and the impacts of the transfers of funds described above.

The operating costs allocated to the business segments do not include the profit related to the impacts
from the Collective Labour Agreement negotiation and restructuring costs in the first half of 2017, nor
the restructuring costs in the same half of 2016.

The information presented below is based on the financial statements prepared in accordance with the
IFRS and organisation of the Group's business areas as at 30 June 2017.

RETAIL

Million euros

Retail Banking
30 Jun. 17 30 Jun. 16 Chg. 17/16

Profit and loss account

Net interest income 203.8 189.7 7.4%
Other net income 192.5 181.2 6.2%

396.3 370.9 6.8%
Operating costs 233.3 242.3 -3.7%
Impairment 36.4 36.9 -1.6%
Net (loss) / income before income tax 126.6 91.7 38.1%
Income taxes 37.4 27.0 38.4%
Net (loss) / income after income tax 89.2 64.7 38.0%

Summary of indicators

Allocated capital 494 515 -4.1%
Return on allocated capital 36.9% 25.2%
Risk weighted assets 4,420 5,036 -12.2%
Cost to income ratio 58.6% 65.3%
Loans to Customers 16,820 17,361 -3.1%
Total Customer funds 33,250 32,897 1.1%

Notes:

Customer funds and Loans to customers (net of recoveries) figures are on average monthly balance.

Highlights of the first half-year of 2017
e 88,000 new Customers.
e The Bank reached the target of 1,022,000 Clients with an integrated solution.
e 57% of the active accounts use the E-Statement.

e BCP 2017 Share Capital Increase with a strong mobilization of the commercial teams of Retail
for the provision of information to the Shareholder Customers and Investors.

e The number of users of the digital channels increased 23% versus the same period of 2016.
e Loans to individuals increased 24% versus the same period of 2016.

e A9.1% increase in the number of transactions with debit and credit cards and of 8.0% in terms
of volume invoiced year-over-year.

e 9.6 % rise in the number of transactions with debit and credit cards and an 8.0% increase in the
volume invoiced, year-over-year.

e During the first six months of 2017, there was a noteworthy effort to sell POS contracts, with
an increase of 3,300 new POS machines, a 7.2% growth and a market share increase of 0.5

p.p..
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Strategy

Increase of the Client base, binding the sub-segments with a higher value and increased
customer service experience focused on the digital component.

Strong focus on innovation, particularly in digital.

Decrease in the cost of liability products continuing to pay a permanent attention to the
retention of customer funds, with the purpose of improving the Bank's net interest income,
crucial for the completion of its strategy focused on the defence of its financial strength and on
the recovery of its profitability levels.

Capture of credit operations with good risk customers to increase margin and fees, as well as
renew and improve the quality of the loan portfolio.

Maintain and increase the use of debit and credit cards of Millennium bcp which, apart from
the comfort they offer to our Clients for the comprehensive nature of the offer and reliable
use, also enable to strengthen the Client's relation with the Bank as well as the Client's loyalty
and increment of the respective share of wallet.

Capture of new clients through POS supported by the Bank and strengthening of the relations
with current clients.

Activity

Mass Market

Campaign “Conseguimos Mais” to capture Mass Market Clients, aimed at a stronger binding of
new Customers via the payment of their wage through Millennium bcp, which consisted of the
attribution of 10% of the first wage deposited in a savings account as a way to increase savings
appetite from the moment one starts to work.

Campaign “Do you want to go to SOMNII? Then GO!”, to strengthen the capture of clients in the
youth segment.

Reinforcement of the product actions which offer benefits for new Clients in terms of
insurances and investment products.

Prestige

36% increase in new Prestige Clients, versus the same period of 2016, due to the systematic
commercial improvement supported by the Institutional campaign “Conseguimos Mais 10% do
seu ordenado”, which attributed to new Clients 10% of the value of the 1st wage, placed in a
Wage Savings Account or Wage PPR, up to 400 Euros.

Implementation of a business model promoting a more specialized customer service for Prestige
clients, enabling servicing clients in their preferential channels, always with the follow-up of a
Manager, in a Branch or through a Remote Personalized Management service.

Completion of Relational Marketing actions with Prestige Clients during the Estoril Open Tennis
Tournament.

Launching of a campaign on retirement solutions, which can be seen in the Branches and in
Social networks, promoting the diversification of the financial assets and focusing on savings
and on medium and long-term investment.

Actions to promote the placement and use of MTrader by the Clients so that they become more
familiar with this interface for the trading and visualization of different securities traded in the
main world stock exchanges and with research in real-time.

Increase in the number of Digital clients (users of the website, App and with e-Statement)
through the campaign “Cliente Mais Digital”, with the awarding of 3 Microsoft Surface Pro 4
tablets.

Clients Residing Abroad

A 54% growth in the number of Clients residing abroad since the beginning of the year
supported by referral, communication and strengthening of the relation with the Clients in
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countries with the largest communities of emigrants and via protocols for the capture of Non-
habitual Residents and with individuals with Golden Residence Permits.

Promotion of monthly regular transfers applied mainly to diversification oriented and
retirement products.

Development of actions promoting a greater interaction between the Retail network in
Portugal and the External network, namely with Banque BCP in France, in a crossed capture
action.

Businesses

Strong increase in the major micro credit business lines during the first six months of 2017,
both in the number of Clients, volume of funds granted, capture of treasury, the installation of
POS, as well as in the Company Clients Funds.

Support to the commercial activity of Companies, through the Factoring and Confirming lines
with a 16% growth in the portfolio since the beginning of the year, and in Trade Finance, with
a 20% rise in the number of transactions and 41% in the amount.

Ongoing support to companies within the scope of the Portugal 2020 Programme, namely in
the application and execution of their projects. The Bank achieved the leading position in the
market study "2017 Financial Barometer” from consultants DATA E as the bank most mentioned
by the companies which resorted to funding within the scope of this Programme.

Development of initiatives to develop the use of the Capitalize Line and increase of the
interaction with the Mutual Guaranty Companies.

Consolidation of the presence of Millennium bcp in Companies with franchising business models
(Master and Franchisee), through meetings with Brands and by participating in events held by
the sector.

Launching of the Programme Empresa Aplauso 2017, which continues to distinguish companies
with good risk and a greater involvement with the Bank through the attribution of a set of
financial and non-financial benefits - the newest benefit is the provision of exclusive services
in the Companies App.

Growth in the sale of the integrated solution “Frequent Business Client” with more than
60,000 companies. This solution enables them to, among other benefits, make transfers using
the internet with no additional costs.

Products and payment means

Strong focus on digital with the possibility of making a loan request on the website, on the
Millennium App and on the Mobile website.

The Bank developed several actions in consumer loans, namely special price conditions and
targeted sales, which translated into an increase in the number of consumer loans granted.

Expansion of the real estate loans through the loan campaign 3 or 6 months free of interest, a
unique and attractive offer, highly valued by the Clients, continuing to be strongly focused on
fixed rate solutions, development and adjustment of the mortgage loans solutions, namely
special conditions for credit transfers and moving home.

Presentation of investment solutions to diversify the financial assets of Clients, with products
such as Certificates, Indexed Deposits, Investment Funds and Financial Insurance.

The Bank also participated in the organization and distribution of the 4th series of Obrigacoes
do Tesouro de Rendimento Variavel (OTRV), floating rate treasury bonds, which took place in
April 2017.

Exclusive sponsorship of Restaurant Week, an event with significant media coverage at a
national level and a strong component of solidarity.

The exclusive partnership with NOS with the offer of a movie ticket with the purchase of one
provided that the payment is made with a Millennium bcp credit card.
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Launching of a new POS, Avancar, which gave a strong contribution to the growth recorded,
with a more flexible pricing structure, better adjusted to the businesses; the retailer only pays
for what they invoice, as long as they invoice at least 500 euros every month.

Launching of an exclusive and integrated solution for the Customers, “Prestige Direto”, with a
self-directed profile, promoting the capture of new Customers and fostering the relation with
the Bank.

Launching of a new account opening process for companies enabling these clients to, in their
first contact with the Bank, experience a simpler process, quicker and with more time devoted
to knowing the needs of the company and the services made available by the Bank, leaving to
the back-office the issues of a more procedural and operational nature.

Launching of the 1st Life Insurance product without a medical questionnaire in Portugal.
Launching of the Mdbis App for vehicle insurance.

An increased digital promotion of insurance with several advertising campaigns. The purchase
of Risk Insurance through the website of Millennium bcp increased significantly.

More personalized commercial communication based on digital channels, such as e-mail and
digital leaflets, thus enabling a better explanation and perception of the "Digital World,”
implying a lesser use of paper and a faster contact with the Client.

Microcredit

Increased commitment towards Microcredit. The Bank participated in more microcredit events.

111 operations were financed, totalling 1.139 million Euros. The volume of active credit
granted to the 1,036 operations in the portfolio, up to 30 June 2017, totalled 7.14 million
euros.

ActivoBank

Increase of non-banking recommendations (Associates) and of the approach to Employees of the
companies identified with the Bank's target (worksites);

The bank maintains digital actions using AdWords;

Beginning of the reformulation of Activo Points with the installation of a pilot project in the
new Ponto Activo in Colombo Shopping Centre;

Development of several marketing actions during the summer in a beach environment,
sponsoring several events;

A page was launched on LinkedIn to increase the number of Associate Promoters.

Launching of two communication campaigns to capture new customers funds, disclose and
increase the granting of personal loans and increase investment in risk products;

Ongoing development of new tools on the website and App, particularly the new personal and
mortgage loans simulators, which also enable the registration of the loan request.

Income

Net (loss)/income after income tax from continuing operations totalled 89,2 million Euros in the first
half of 2017 (64.7 million Euros in the same half of 2016), mainly due to increase in the banking product
and to the reduction in operating costs:

Net interest income went up to 203.8 million Euros in the first half of 2017 (189.7 million Euros
at the end of June 2016), mainly due to the sustained decrease in the rate of deposits.

Other net profits rose from 181.2 million Euros in the first half of 2016 to 192.5 million Euros in
the first half of 2017, evidencing a 6.2% increase.

Operating costs went 3.7% down versus the same period of 2016, reflecting the continuous
implementation of the initiatives that were set out in the Strategic Plan.

Impairment charges amounted to 36.3 million Euros in the first half of 2017, a slight
improvement versus the 36.9 million Euros recorded in the first half of 2016.
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In June 2017, loans to customers totalled 16,820 million Euros, decreasing from the 17,361
million Euros registered on the same period of 2016, despite the development of a range of
products and services by the Bank, meant to meet the financial needs of families and small
businesses.

Total customer funds amounted to 33,250 million Euros by the end of June 2017 (32,897 million
Euros recorded in June 2016).

COMPANIES, CORPORATE & INVESTMENT BANKING

Million euros

Companies, Corporate & Investment Banking
30 Jun. 17 30 Jun. 16 Chg. 17/16

Profit and loss account

Net interest income 135.8 141.0 -3.6%
Other net income 85.6 77.4 10.5%

221.4 218.4 1.4%
Operating costs 44.4 48.1 -7.7%
Impairment 123.2 271.5 -54.6%
Net (loss) / income before income tax 53.8 (101.2) -153.2%
Impostos 15.2 (30.0) -150.8%
Net (loss) / income after income tax 38.6 (71.2) -154.2%

Summary of indicators

Allocated capital 723 767 -5.8%
Return on allocated capital 10.8% -18.7%
Risk weighted assets 7,009 7,154 -2.0%
Cost to income ratio 20.0% 22.0%
Loans to Customers 10,847 10,880 -0.3%
Total Customer funds 10,983 9,894 11.0%

Notes:

Customer funds and Loans to customers (net of recoveries) figures are on average monthly balance.

Highlights of the first half-year of 2017

Financial support to more than 1,800 companies in the amount of around 940 million euros
within the scope of the new partnership established between the Bank and the European
Investment Bank (EIB), in the amount of 500 million euros.

Contracting of around 920 new operations, within the scope of the lines PME Crescimento 2015
and Capitalizar (which replaces PME Crescimento 2015), in a total amount of approximately 90
million euros.

Financing of more than 1.000 projects, representing 30.6% of the Portugal 2020 projects (Data
E figures).

Maintenance of the strategy to increase the support to the Portuguese exporting sector, by
holding three more editions of Roteiros Millennium Exportacao - Colombia, Canada and Poland
- and launching a new initiative to promote exporting and international companies - the
Awards "Millennium Horizontes". This positioning led more exporting companies to select
Millennium bcp as their main bank. Millennium bcp was selected as such by 33.9% of the
Portuguese exporting companies (Financial Barometer DataE).”

Granting of new loans amounting to approximately 86 million euros in the wake of the Line FEI
Inovacao, a line contracted with the Investment European Fund to provide support to
innovative companies.

New leasing agreements contracted by the Companies and Corporate Networks in the amount
of approximately 100 million euros.
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In comparison with the same period of 2016, the factoring and confirming (reverse factoring)
areas grew 33% and 37%, respectively, in terms of invoice financed and credit balance.

Strategy

Millennium bcp Companies and Corporate Network (Portugal)

Strong proximity to companies based on (i) a global partnership to support their current
activities and (ii) new investments, enhanced by a mutual knowledge.

Increase of the offer to companies, within an aggregating rationale, using solutions to
strengthen capitalization, support the operating cycle, the execution of new investment
projects and the implementation of internationalization strategies.

Increase of cross networking by presenting solutions adjusted to the different company's
stakeholders.

Improvement of the processes efficiency for the provision of distinctive and differentiating
service levels.

Investment Banking

Efforts to generate new deals carried out by the origination areas, focused on the Group's core
markets, mainly on investment flows involving Portugal, Poland, Angola, Mozambique, Brazil
and China, but also the Latin American market, namely Colombia, due to the relevance that
this region has to the Millennium bcp customer base.

Strategic initiatives to increase the cooperation with other networks of the Bank, closer to
Clients, developing the network through international institutional investors and strategic
partners in different markets.

International

The Bank continued to work on the consolidation of international partnerships within a context
of continuous change, namely in regulatory requirements and market conditions, which impact
on the correspondence relationships.

Continuous perfecting and customization of the product range, to keep it competitive and
compliant, from transactional services, trade finance or custody, backed by a network of over
one thousand correspondent banks that cover all countries relevant to the Portuguese
economy, to a set of agreements with multi-lateral entities.

Real estate business

The Bank continues to make a close follow-up of Clients and projects, anticipating needs and
developing restructuring and recovery solutions with the purpose of reducing the risk of the
financing associated with real estate and improve the contribution for the Bank's consolidated
earnings.

Regarding the sale of real estate assets, the Bank continued its strategy of promoting the
sustainability of the assets, reducing expected losses;

The Restructuring & Placement area continued to work actively in the restructuring of files
related with real estate credits and assets in order to foster the step-in strategies defined,
with the consequent appropriation of value for the Bank and respective optimization of the
entire process for the placement of these assets.

Interfundos

Reinforcement of the continuity and financial stability of the Organismos de Investimento
Imobiliario (Oll), undertakings for investment in real-estate, and the creation of liquidity
conditions for the participants, together with the consolidation of its market leadership
position.
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Activity

Millennium bcp Companies and Corporate Network (Portugal)

Signing of a new contract with the EIB, in the additional amount of 500 million euros. It is
addressed to SMEs (companies with less than 250 workers) MidCaps (companies with 250 to
3,000 workers) and other entities from the public and private sectors such as municipalities,
with the possibility of granting funds up to 12.5 million euros per project (in the case of SME)
or up to 25 million euros (for MidCaps), with terms between 2 to 8 years. This new contract
already enabled the Bank to finance more than 1,800 Companies using a global amount of
approximately 940 million euros.

Subscription of the new Line Capitalizar, a financing solution to improve cash flow and also for
new investments, namely those associated with the Programme Portugal 2020. With a global
limit of 1.6 billion euros, the credit facility Capitalizar is to be used by companies from
different activity sectors, preferably by SMEs. Capitalizar replaces the PME Crescimento 2015
Line and, during the first six months of 2017 around 920 new operations have been made using
these two Lines, in a global amount of around 90 million euros.

Funding of the Projects of “Compete” and of the Regional Programmes of mainland Portugal.
Launching of specific offers for the sectors of Agriculture, Industry, Tourism, Education and
Social Economy aiming at the capture of more projects coming from these important economic
sectors within the scope of Portugal 2020.

Reinforcement of the Line to Support the Qualification of Offer with an additional 75 million
euros. The objective of this Line is to fund projects for the re-qualification of existing tourism
undertakings and the creation of tourism undertakings that set themselves apart from the
existing offer.

Launching of the Programme Agro Futuro, as part of a global line of 250 million euros for the
promotion of investment and support to treasury with solutions for the financing of projects
part of PDR 2020, purchase of equipment, support to innovation, anticipation of subsidies
approved by the IFAP, factoring and confirming solutions.

Support to new investment in Companies, with emphasis on: (i) Granting of new loans,
amounting to approximately 86 million euros, in the wake of the Millennium FEI Inovacao Line,
contracted with the European Investment Fund to provide support to innovative companies,
and (ii) Contracting in the Companies and Corporate Networks of a new leasing production
amounting to approximately 100 million euros.

Maintenance of the focus on factoring and confirming solutions to support the management of
treasury of the companies, notably the launching of the institutional campaign “Cash on Time
Plus”, with preferential conditions in terms of fees, increasing the visibility of the Bank's offer.
As a result of the commercial action, the factoring and confirming activity, in the first six
months of 2017, recorded year-on-year increases of 33% and 37% respectively in terms of
invoices for collection and factoring credit balance.

Investment Banking

Advising in M&A operations, notably the co-leadership of the structured sale of EDP Gas and in
the shareholding reconfiguration of Group Ascendi.

Effort to reorient the activity developed by the Project Finance Department, increasing its
focus on international core markets and on structures which favour disintermediation. In
Portugal, we must emphasize the transactions of Trustwind, Tagusgas and CBF and the several
operations in the renewable energies segment. Also worth mentioning are the participation of
Millennium bcp in the project Oil&Gas of area 4 (“Floating LNG”) in Mozambique and the
number of relevant projects currently under way in core countries.

The analysis, structuring, negotiating and setting up new funding operations in Portugal
(recreation, construction, energy, industry, distribution, transportation, cement, etc.), Angola
(energy, engineering and health) and Mozambique (food, construction, engineering and public
sector), as well as several restructuring operations for large companies and economic groups in
Portugal.
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Contribution given by Millennium Investment Banking in the issue of OTRVs, the organization of
issues from Saudacor, of the Autonomous Regions of the Azores, and Madeira, and from Secil.
At the same time, MIB continued to take part in the issues made by recurrent market issuers,
such as EDP and Brisa.

In the segment Equity Capital Markets we must point out the MIB's contribution in the share
capital increase of Millennium bcp and its positioning in the structuring of the takeover bid
launched by EDP on EDP Renovaveis.

Real estate business

Commercial follow up of the real estate promotion Customers involving all stages of the
Client's activity;

The incentive for M Imoveis, a commercial programme for Customer undertakings, creating
better conditions for the sale of the financed projects, continues to leverage the commercial
activity;

The diagnosis, re-structuring and valuation models continue to be developed as well as new
opportunities to place credits (assets);

Search and development of new markets by attending road shows, international seminars and
fairs, both in Portugal and abroad (Paris, London and Madrid).

Visits from several groups of international investors in Portugal, coming from England, Spain,
USA, Brazil, Macau, France and China.

Carrying out of campaigns, regional and domestic (Month of Opportunities, Summer Campaign,
Entrepreneurial Campaign and Major Opportunities) and of promotions for each asset segment
exclusively for the M Imoveis website;

Regularisation, repositioning and conclusion of real estate properties, aiming to enable and
speed up the sale process and to decrease the time during which the assets are owned by the
Bank;

The diagnosis, re-structuring and valuation models of real estate trade related assets
continued to be developed, as well as the ongoing operating and consolidation of new channels
to place these assets.

Interfundos

Global sales reached 74 million euros, corresponding to 121 real estate properties in total;

Extension of the term for the duration of five Oll (Real Estate Investment Organisms)
(Intercapital, Sand Capital, Stone Capital, Inogi Capital and Oceanico lll).

Interfundos carried out four capital increases (Oll Oceanico Ill, Oll MR, Oll Sand Capital and OlI
Stone Capital) and five capital decreases (Oll Patrimonio, OIl Sand capital, Oll Stone Capital,
Oll | Marope and Oll Imoport);

Establishment of an Oll (Predicapital).

Granting of the license for the creation of housing lots regarding the Urban Rehabilitation
Contract of D. Jodo | block - a real estate property owned by Oll AF Portfélio Imobiliario and
Imopromocao - and beginning of the project's commercialization.

In the first six months of 2017, the volume of assets of the 39 Olls managed by Interfundos
totalled 1,425 million Euros.

International

The Bank continued to optimize its relations with correspondent banks, identifying the need
for stronger strategic partners, with a reciprocal generation of value. Within this context, the
initiatives "Roteiros Millennium" Exports, for Colombia, Canada and Poland, resulted in the
strengthening of relations with local banks.

Within the scope of the relations established with multilateral entities, the Bank ensured the
continuity of instruments supporting the funding of SME and Mid Cap. We must mention the
establishment of a credit line with the European Investment Bank (EIB), amounting to 250
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Income

million euros and the successful negotiations with the European Investment Fund for the
renewal of a portfolio guarantee amounting to 200 million euros. Funding from the EIB to a
project in Angola from a Client from the Corporate network was also achieved.

Still regarding the support to the commercial network for the promotion of commercial
exchanges, the Bank achieved a 70 million USD limit from a Brazilian governmental bank, the
BNDES.

Pursuant to the implementation of the several stages of the T2S (Target to Securities) the
Bank continued to centralize the custody of international clients in major multi-geographical
players and in proprietary solutions. On the other hand, the Bank has been capturing more
business from resident institutions in the segments of Pension Funds, Insurance and risk capital
funds.

Net income after tax from continuing operations totalled 38.6 million euros in the first half of 2017,
which compares to a loss of 71.2 million euros in the same half of 2016, caused mainly by the decrease
in impairment charges:

Net interest income rose to 135.8 million euros in the first half of 2017 (141.0 million euros at
the end of June 2016), reflecting the impact of the decrease in average interest rates for
credit.

Other net profits rose from 77.5 million euros in the first half of 2016 to 85.6 million euros in
the first half of 2017, up 10.5%.

Operating costs totalled 44.4 million euros in the first half of 2017, a 7.7% decline versus the
first half of 2016 (48.1 million euros).

Impairment stood at 123.2 million euros in the first half of 2017, 54.6% down from 271.5 million
euros at the end of June 2016, translating the trend towards a normal cost of risk in the
activity in Portugal.

As at June 2017, loans to customers totalled 10,847 million euros (10,880 million euros in the
same period of 2016), following the still modest recovery of the Portuguese economy, in spite
of the continued focus on offering solutions to support the business structure.

Total customer funds as at June 2017 reached 10,983 million euros (9,894 million euros
recorded in the same period of 2016) showing the rise in customers deposits and in off-balance
sheet customer funds.
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PRIVATE BANKING

Million euros

Private Banking
30 Jun. 17 30 Jun. 16 Chg. 17/16

Profit and loss account

Net interest income 7.9 7.5 5.4%
Other net income 19.6 16.5 18.9%

27.5 24.0 14.7%
Operating costs 7.4 7.5 -1.5%
Impairment 2.3 0.9 150.5%
Net (loss) / income before income tax 17.8 15.6 14.4%
Income taxes 5.1 4.6 11.0%
Net (loss) / income after income tax 12.7 11.0 15.8%

Summary of indicators

Allocated capital 12 10 13.3%
Return on allocated capital 213.8% 217.5%
Risk weighted assets 125 105 19.3%
Cost to income ratio 28.8% 31.3%
Loans to Customers 211 177 19.5%
Total Customer funds 5,772 5,293 9.1%

Notes:

Customer funds and Loans to customers (net of recoveries) figures are on average monthly balance.

Highlights of the first half-year of 2017
e Capture of new Clients to refresh the client base and increase resources;
e Significant growth of the volume of fees if compared with the budgeted figures driven by the
strong contribution provided by Assets under discretionary management.
Strategy
e Contribute to the sustained growth of the Bank's business.

e Focus on new resources by the capture of new Customers and the increase of the share of
wallet of the current ones.

e Provide Customers with a distinctive value proposal based on an integrated offer adjusted to
their specific needs, on the consolidation of an advisory model in an open architecture and on
the synergies deriving from the interaction between the Private Bankers and certified
Investment Experts.

Activity
e Promotion of thematic sessions of a strategic nature:

- Extension of the offer to Customers without Advisory and without discretionary
management

- The commercial challenges coming from the new Markets in Financial Instruments
Directive (MiFID II)

- Digital and Communication with Customers
- Regulation and Operational Simplification.

e Training sessions in several areas including Taxation, MiFID Il, Funds and Insurance in order to
ensure greater staff expertise.

e Provision of an active contribution in the several fronts existing within the MiFID Il work
groups.
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Income

From a geographic segmentation standpoint, net income after income tax from continuing operations in
the Private Banking area totalled 12.7 million euros in the first half of 2017 (11.0 million euros in the
same half of 2016), mainly due to increase in the banking product and despite the increase in
impairment:

e Net interest income went up to 7.9 million euros in the first half of 2017 (7.5 million euros at
the end of June 2016), mainly due to the sustained decrease in the rate of deposits.

e  Other net profits rose to 19.6 million euros in the first half of 2017 (16.5 million euros in the
first half of 2016), representing an 18.9% increase.

e Operating costs amounted to 7.4 million euros in the first half of 2017, 1.5% down versus the
amount recorded in the first half of 2016.

e Impairment stood at 2.3 million euros in the first half of 2017, up from 0.9 million euros in the
same period of the previous year.

e Loans to customers amounted to 211 million euros by the end of June 2017 (177 million euros
recorded in June 2016).

e Total customer funds reached 5,772 million euros as at June 2017 (climbing 9.1% versus the
amount recorded on 30 June 2016), due to the performance of assets under management.

FOREIGN BUSINESS

Million euros

Foreign Business

30 Jun. 17 30 Jun. 16 Chg. 17/16

Profit and loss account

Net interest income 281.0 233.5 20.3%
Other net income (*) 118.7 167.8 -29.3%
of which: equity accounted earnings from BMA (*) 15.8 3.0 >200%
399.7 401.3 -0.4%

Operating costs 179.1 174.3 2.8%
Impairment 45.3 43.7 3.6%
Net (loss) / income before income tax 175.3 183.3 -4.4%
Income taxes 42.6 48.1 -11.4%
Net (loss) / income after income tax from continuing operations 132.7 135.2 -1.9%
Net (loss) / income from discontinued operations (**) 36.8 -100.0%

Net (loss) / income after income tax 132.7 172.0 -22.9%

Summary of indicators

Allocated capital 1,279 1,207 6.0%
Return on allocated capital 20.9% 28.7%
Risk weighted assets 10,374 10,061 3.1%
Cost to income ratio 44.8% 43.4%
Loans to Customers 12,523 11,815 6.0%
Total Customer funds 17,425 15,610 11.6%

(*) Accounted earnings related to the investment in Banco Millennium Atlantico, the new merged entity resulted from the merger process of Banco Millennium Angola with Banco
Privado Atlantico in May 2016.

(*) Corresponds to total net income from Banco Millennium Angola (from the first four years of 2016).
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Highlights of the first half-year of 2017

BCP remained focused on its core markets: Poland, Mozambique, Switzerland and Macau.

Bank Millennium recorded a profit of 73.7 million euros, showing an improvement in
profitability and in operational efficiency (ROE in 8.9% and Cost-to-Income in 46.3%). The Core
result was the driving force of the improvement recorded in profitability by increasing 13.5%
versus the same period in 2016. We must point out the maintenance of the quality of assets
with the cost of risk at 52 b.p. and the comfortable liquidity shown by the loans to deposits
ratio (82%). The capital ratios remain high, with the Consolidated Total Capital Ratio and the
Common Equity Tier 1 at 18.0% (not including yet the results of the first half-year).

Millennium bim, in Mozambique, recorded a net income of 42.8 million euros, up 42.6% versus
the first six months of 2016, with a ROE of 25.8%. The Core Result was the main driving force
of this improvement, growing 31.2% due to the increase in net interest income (+59.0%) and
fees (+14.3%). Operating income increased 18.8%. The capital ratio stood at 25.8%. Millennium
bim was elected the best bank by Euromoney.

Millennium Banque Privée recorded a net income of 3.4 million euros, representing a 27.3%
growth compared with the same period of 2016.

Strategy

Bank Millennium continued to implement its strategic plan for 2015-17, keeping the general
path but introducing some adjustments as a result of tax and regulatory amendments.

The main medium term goals of Bank Millennium are centred on the protection and recovery
of profitability, which suffered the negative impact of the new bank contribution, betting in
the main business segments: retail and companies. The main goals are the following: reach 1.6
million active Retail Customers; increase market share in customer funds to more than 6%;
keep the cost to income ratio between 45%-47%; keep the loans to deposits ratio under 95%
and comfortably comply with the relatively high capital adequacy thresholds defined by the
domestic regulator.

Millennium bim developed two innovative concepts to expand its network: Promotion of the
Bank Agents aimed at expansion and easing the congestion of the network and a partnership
with Correios de Mocambique for the opening of new Branches.

Millennium Banque Privée continued to provide discretionary management services to
individual and institutional customers of the Group with significant assets, as well as financial
advisory and orders execution services.

The Macau Branch of Millennium bcp continued to centralize its activity in the provision of
services to the Bank's networks by supporting individuals and company customers of the Bank,
in broadening the base of local customers and expanding its activity around the China - Macau
- Portuguese speaking countries - focusing on the offer of investment banking services.

Activity

Poland

Acceleration in the capture of Retail Customers since the beginning of 2017 (an increase of
65,000, which enabled the Bank to reach 1.56 million Customers) seeking to gain scale in
digital (by the end of the first six months of 2017 the Bank had 1.06 million customers using
the homebanking services and 615,000 mobile Customers, showing a year-on-year increase of
17% and 42%, respectively) assessing the added marginal earnings per Customer, while
maintaining the focus on products with a higher margin in order to maintain the profitability of
the segment;

Customer funds increased 8.3%, to 15.423 million euros and loans to customers increased 0.8%
to 11.542 million euros.

Keeping strict cost control and operational excellence, through a simplified digital operating
model, preparing the IT platform for the future. The digital channels represented a paramount
role in the distribution of products and services to individuals. In the first six months of the
year, digital channels represented 99% of the transfers, 87% of the term deposits made, 37% of
the consumer loans and 40% of the overdraft limits attributed.
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Switzerland

By the end of June 2017, total customer funds amounted to 2,780 million euros, representing a
4.9% increase vs. June 2016.

Mozambique

Macau

Cayman

Millennium bim opened 9 new branches and now has a total of 179 branches. The number of
ATMs increased to 486 and of POSs to 8,317, 4% and 9% up vs the first six months of 2016,
respectively. As a result of the bet on being closer to its Customers and keeping their trust,
the Customer base grew 11.5% vs. the six months of 2016, reaching over 1.7 million.

Support to Portuguese enterprises in the domiciling of activities in Macau for doing business
with Southern China, wherein the branch acts as a support base;

Expansion of trade finance operations to support Portuguese enterprises in exports to China
and/or imports from China;

Attracting companies trading in the Angolan capital market that have international trade
operations with China.

Support to Chinese Customers who, through the Millennium bcp network, apply for golden
visas.

Increase the contacts established between the Investment Banking area of Millennium bcp with
Chinese companies seeking investment solutions in Portuguese-speaking countries.

It is also worth mentioning the continuing development/modernization of the technological
platform of the Branch, namely the solution for trade finance operations.

In June 2017, customer funds stood at 877 million euros (-5.2%) and gross loans reached 368
million euros (-40.5%).

Islands

In June 2017, Bank & Trust’ customer funds stood at 347 million euros (-14.6%) and Bank &
Trust’ gross loans reached 39 million euros (-8.4%).

57



Earnings

Poland
Million euros
1H 2017 1H 2016 Change % 17/16 1H 2016 Change % 17/16
excluding FX effect
Total assets 16,446 15,034 9.4% 15,785 4.2%
Loans to customers (gross) 11,542 10,907 5.8% 11,451 0.8%
Loans to customers (net) 11,199 10,587 5.8% 11,115 0.7%
Customer funds 15,423 13,559 13.7% 14,236 8.3%
Of which: on Balance Sheet 13,589 12,125 12.1% 12,731 6.7%
off Balance Sheet 1,834 1,434 27.9% 1,505 21.8%
Shareholders' equity 1,737 1,515 14.6% 1,591 9.2%
Net interest income 191.1 167.6 14.1% 172.2 11.0%
Other net income 93.2 133.9 -30.4% 137.6 -32.3%
Operating costs 131.7 126.2 4.3% 129.8 1.5%
Impairment and provisions 28.8 24.2 18.9% 24.9 15.7%
Net income 73.7 98.4 -25.1% 101.2 -27.1%
Number of customers (thousands) 1,564 1,421 10.0%
Employees (number) (*) 5,865 5,897 -0.5%
Branches (number) 360 392 -8.2%
Market capitalisation 2,139 1,280 67.1% 1,344 59.2%
% of share capital held 50.1% 50.1%

Note: the source of the information presented in this table were the financial statements reported by the subsidiary for

the purpose of consolidated financial statements, whenever available

Source: Bank Millennium

FX rates:
Balance Sheet 1 euro = 4.2252 4.4362 Zloties
Profit and Loss Account 1 euro = 4.2604 4.3788 Zloties

(*) Number of employees according to Full Time Equivalent (FTE) criteria

The Bank Millennium Group recorded net earnings totalling 314 million zloty (73.7 million
euros) in the first half of 2017, a 27% decrease vs. the record income in the previous year,
which was favoured by the Visa transaction from which the Bank, as a member, benefited in
2016.

Excluding this extraordinary effect in 2016, the income achieved during the first six months of
2017 represents a 51% increase versus the same period in 2016.

The cost-to-income ratio stood at around 46.3% and the ROE on 8.9%, translating an
improvement in profitability and in operational efficiency.

The Core result was the driving force of the improvement recorded in profitability by
increasing 13.5% versus the same period in 2016.

Net interest income and commissions increased 11.3% and 19.9%, respectively, versus the first
six months of 2016.

Operating costs recorded a slight increase (+1.5%), due to the rise in staff costs (+6.1%)
compensated by a decrease in administrative costs (-3.1%). The number of employees
remained stable and by the end of June of 2017 totalled 5,865. On that date, the bank had 360
Branches, 32 less than in June 2016.

The cost of risk stood at 52 b.p. accrued since the beginning of the year and the loans to
deposits ratio at around 82%.

Bank Millennium keeps comfortable levels in terms of capital, liquidity and quality of assets.
The capital ratios improved significantly in 2016; the Total Consolidated Capital Ratio and
Common Equity Tier 1 stood at 18.0% (without including the result of the first half), enabling
the bank to comfortably comply with the minimum capital requirements imposed by the
regulator.
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Switzerland

Million euros
1H 2017 1H 2016 Change % 17/16 1H 2016 Change % 17/16
excluding FX effect
Total assets 538 624 -13.7% 621 -13.3%
Loans to customers (gross) 237 217 8.9% 216 9.4%
Loans to customers (net) 234 216 8.4% 215 8.9%
Customer funds 2,780 2,665 4.3% 2,652 4.9%
Of which: on Balance Sheet 452 519 -13.1% 517 -12.6%
off Balance Sheet 2,329 2,146 8.5% 2,135 9.1%
Shareholders' equity 78 79 -1.6% 79 -1.1%
Net interest income 2.3 2.0 13.5% 2.1 11.0%
Other net income 13.2 12.2 8.6% 12.5 6.1%
Operating costs 10.9 10.8 1.6% 11.0 -0.7%
Impairment and provisions 0.1 0.0 > 200% 0.0 > 200%
Net income 3.4 2.6 30.3% 2.7 27.3%
Number of customers (thousands) 1.9 1.7 13.4%
Employees (number) 71 70 1.4%
Branches (number) 1 1 0.0%
% of share capital held 100% 100%

Note: the source of the information presented in this table were the financial statements reported by the subsidiary for
the purpose of consolidated financial statements, whenever available

FX rates:
Balance Sheet 1 euro = 1.0923 1.0867 swiss francs
Profit and Loss Account 1 euro = 1.0754 1.1004 swiss francs

e Despite the pressure on margins in the private banking industry, operating income reached 4.6
million euros, representing a 18.5% increase versus the same period in 2016 mainly due to the
growth in Customers assets and the improvement of the mix of services provided by the Bank
by increasing the discretionary management service.

e In spite of the fall in net interest income rate, net interest income grew 11% to 2.3 million
euros as a result of the increase in loans to customers. Fees increased 8% in relation to the
same period of 2016, to stand at 12.0 million euros. Operating costs decreased 0.7% to stand
at 10.9 million euros, mainly due to costs associated with the development of the Bank's
technological platform.

e By the end of the first six months of 2017, earnings before provisions increased by 0.8 million
euros, to reach 3.5 million euros.

e Net income stood at 3.4 million euros, representing a 27.3% growth if compared with the same
period of the previous year.
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Mozambique

Million euros

1H 2017 1H 2016 Change % 17/16 1H 2016 Change % 17/16
excluding FX effect

Total assets 2,046 1,739 17.6% 1,846 10.9%
Loans to customers (gross) 1,157 1,044 10.9% 1,108 4.5%
Loans to customers (net) 1,052 974 8.0% 1,034 1.8%
Customer funds 1,518 1,290 17.7% 1,369 10.9%
Of which: on Balance Sheet 1,518 1,290 17.7% 1,369 10.9%
Shareholders' equity 364 291 24.8% 309 17.6%
Net interest income 91.3 70.4 29.7% 57.4 59.0%
Other net income 24.3 37.7 -35.5% 30.7 -20.9%
Operating costs 42.7 44.0 -3.0% 35.9 18.8%
Impairment and provisions 14.9 12.2 22.4% 9.9 50.0%
Net income 42.8 36.8 16.3% 30.0 42.6%
Number of customers (thousands) 1,730 1,552 11.5%
Employees (number) 2,563 2,520 1.7%
Branches (number) 179 170 5.3%
% of share capital held 66.7% 66.7%

Note: the source of the information presented in this table were the financial statements reported by the subsidiary for
the purpose of consolidated financial statements, whenever available

FX rates:
Balance Sheet 1 euro = 68.6870 72.8950 meticais
Profit and Loss Account 1 euro = 71.8837 58.6550 meticais

e Net Income increased 42.6%, to 42.8 million euros.
e ROE increased from 21.1% to 25.8%.

e Net operating income grew 31.2% amounting to 115.6 million euros, driven by the increase in
net interest income (+59.0)% and fees (+14.3%).

e Operating costs increased 18.8%, to 42.7 million euros. Cost-to-Income stood at 36.9%;

e Credit impairment amounted to 17.7 million euros (10.4 million euros recorded in June 2016,
excluding forex effect). The cost of risk increased from 196 b.p. to 320 b.p.

e Strong growth in resources: Customer funds increased 10.9% and credit 4.5%.

e Total customer funds in the first six months of 2017 stood at 1,518 million euros, up from the
1,369 million euros recorded in June 2016.

e Loans to Customers amounted to 1,157 million Euros in the first six months of 2017, vs. the
1.11 billion euros in June 2016.

e 416,000 active mobile Customers, up 15% from the end of the first six months of 2016.
e A capital ratio of 25.8%.

e Millennium bim was elected the best bank by Euromoney.

Macau

e Net earnings amounted to 6.0 million Euros (-33.9% in MOP and -36.0% in euros), negatively
influenced by the reduction in credit granted if compared with the same period of 2016.
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Cayman Islands

Million euros

1H 2017 1H 2016  Change % 17/16

Total assets 659 713 -7.5%
Loans to customers (gross) 39 43 -8.4%
Loans to customers (net) 37 37 -0.6%
Customer funds 347 406 -14.6%
Of which: on Balance Sheet 336 394 -14.7%
off Balance Sheet 11 12 -10.9%
Shareholders' equity 318 313 1.6%
Net interest income 3.5 2.7 31.2%
Other net income -19.6 0.6 < -200%
Operating costs 0.9 1.2 -24.5%
Impairment and provisions 0.2 0.5 -62.7%
Net income -17.2 1.6 < -200%
Number of customers (thousands) 0.2 0.2 -13.6%
Employees (number) 7 9 -22.2%
% of share capital held 100% 100%

Note: the source of the information presented in this table were the financial statements
reported by the subsidiary for the purpose of consolidated financial statements, whenever
available

e Bank & Trust’s net earnings amounted to -17.2 million Euros, negatively influenced by net
trading income.

OTHER

Millennium bcp Ageas

The strategic agenda designed for Group Ocidental, denominated Vision 2020, is being swiftly
implemented since its launch in 2016, enabling the consolidation of results and maintaining the
bancassurance operation as a reference at an international level.

The Life insurance business, which produced 719.7 million Euros in the first six months of 2017,
recorded an 11.8% increase versus 2016, against the market trend which recorded a 0.2% fall versus the
same period in 2016.

This performance, exceeding the market, was due mainly to the performance of the Unit Linked and
capitalization products / PPR which, versus the same period in 2016, increased 6.7% and 32.7%,
respectively. Regarding Unit-linked products, the launching of new series of closed unit-linked products
addressed to different segments was crucial, while in the savings solutions (capitalization and PPR) the
excellent performance achieved is explained by the Bank's focus on the trading of retirement products.
This way, the market share of insurance premiums increased to 22.3%, up 2.7 p.p. year on year,
granting it the position as the 2nd largest Life insurance company.

The operating performance and technical solidity of the Life Insurance operation enabled the generation
of a contribution of over 17.5 million euros of net income for Millennium bcp, 102% more than the same
period in 2016.

In the Non-Life business, the strong focus of the commercial networks of Millennium bcp permitted a
7.9% increase in production if compared with the same period in 2016 and above that of the non-life
market in the bancassurance channel with a market share of 6.5%. This performance was triggered by
some commercial initiatives such as the multimedia campaign of Médis, and discount campaigns in car
and fire insurance which contributed positively both in the Retail and Companies network which, versus
the same period of 2016, grew 6.7% e 13.9%, respectively.

This result reinforced Millennium bcp’s position as leader in the distribution of Non-Life Insurance in the
bancassurance channel, with a market share of 36.2%, representing a 1.5 p.p. increase year on year.

The prospects for 2017 point towards a continued recovery of the Portuguese economy with expected
growth of the Non-Life insurance market. Growth in Life Insurance is also expected, via the increase in
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savings and investment insurance, taking into consideration the scenario of low interest rates and of risk
insurance associated with the volume of credit granted.

Key Indicators June 17 June 16 Change
Market Share - Insurance Premiums
Life 22.3% 19.6% +2.7 p.p.
Non-life 7.2% 7.0% +0.2 p.p.
Market share - Bancassurance premiums
Life 27.7% 24.8% +2.9 p.p.
Non-life 36.2% 34.7% +1.5 p.p.

™ QOcidental Grupo Insurers
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VISION, MISSION AND STRATEGY

BCP intends to be a reference Bank in customer service ...

BCP's vision is to become the reference Bank in Customer service, based on innovative distribution
platforms, where a relevant part of the resources will be allocated to Retail and Companies, in markets
of high potential with excellent efficiency levels, translated into a commitment to an efficiency ratio
placed at reference levels for the banking industry and with tighter discipline in capital, liquidity and
cost management.

... whose mission is to create value for the Stakeholders ...

The Bank's mission is to create value for Customers through high quality banking and financial products
and services, complying with rigorous and high standards of conduct and corporate responsibility,
growing profitably and sustainably, so as to provide an attractive return for Shareholders, in a manner
that supports and strengthens its strategic autonomy and corporate identity.

... defining ambitious goals ...

On 12 January 2017, the Bank confirmed its financial and operational business goals for 2018 pursuant to
the recent share capital increase, as follows:

e CET1 (phased in) and CET1 (fully implemented) of around 11%;
e Balance sheet loan-to-deposit ratio under 100%;

e Cost-to-Core Income ratio under 50%;

e  Cost-to-Income ratio under 43%;

e Cost of risk under 75 b.p.;

e ROE at around 10% (amount revised due to an initial goal above 11%, which did not take into
account the effect of the individual share capital increase, registered on 18 November 2016,
and of the share capital increase reserved to shareholders exercising their preference right).

The figures provided above are goals not forecasts. There is no guarantee that such goals can or will be
achieved, as such they cannot be construed as forecasts or earnings' estimates.

... and who knows how to attain them.

In the recent past, Millennium bcp overcame challenging and demanding times. Its Employees worked
hard to turn the bank into a reference in commercial banking in Portugal.

The country went through a Financial Assistance Programme, showing a weakened economy and a
financial system with its credibility damaged. Customers became increasingly demanding.

The contraction in banking activity was enormous, interest rates stood at historically low levels, banking
supervision was transferred to the European Central Bank and the Supervisor became more demanding
and distant. Our competitors are currently adjusting to this environment and the Employees of
Millennium bcp worked daily to transform the bank in order to ensure its sustainability.

The Bank adapted to the changes in the world and responded with innovation and the capacity to adapt
to a new reality, bearing in mind at all times the way it wishes to exercise banking.

Banking with values in the daily relations with Customer, Shareholders, Employees and remaining
Stakeholders.
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Millennium bcp is and will increasingly be a bank that is:

®© 0 & 9 0

AGIL MODERNO PROXIMO SIMPLES SUSTENTAVEL

Agile Modern Personal Simple Sustainable

These are the principles defining how each Employee of Millennium bcp must act in their relations with
other Employees, Customers, Shareholders, remaining Stakeholders and with the Community and the
Surrounding Environment at large.
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STRATEGY

In September 2012, Millennium bcp presented a new 3-stage Strategic Plan, to be implemented by 2017
("Strategic Plan"). The Strategic Plan was also updated in September 2013, following the approval of
BCP's Restructuring Plan by the European Commission and in June 2013, after a share capital increase
operation, its targets were also updated.

The three stages of the Strategic Plan are the following:
e Stage 1 (2012 to 2013): Define the foundations for sustainable future development

During the first stage of the Strategic Plan, the key priority consisted in reinforcing the balance sheet by
reducing the dependence on funding from the wholesale market and increasing regulatory capital ratios.

e Stage 2 (2014 to 2015): Creation of conditions for growth and profitability

During the second stage of the Strategic Plan, the focus was on the recovery of profitability of the
Bank's domestic operations, combined with the continued development of the international subsidiaries
in Poland, Mozambique and in Angola. The improvement in domestic profitability was expected to be
mainly driven by: i) the increase in net interest income by reducing the cost of deposits and changing
the credit mix, with a focus on products with better margins; ii) the continued focus on the optimisation
of operating costs by reducing the number of employees and eliminating administrative overlap; and iii)
the adoption of rigorous credit risk limits thus reducing the need for provisions.

e Stage 3 (2016 to 2017): Sustained growth

During the third phase, management is focused on achieving sustained growth of net income, benefiting
from the successful implementation of the first two phases of the Strategic Plan, a better balance
between the contributions of the domestic and international operations towards profitability and the
conclusion of the winding down/divestment process of the Bank's non-core portfolio.

The main actions required to ensure a successful completion of the Strategic Plan are:

e Improving the balance sheet: The Bank intends to improve its capital ratios by cutting down
RWAs through deleveraging, disposal or liquidation of non-core operations. The internal
generation of share capital in the final stages of the Strategic Plan should also contribute to
accrue capital. In addition, the disposal or liquidation of non-core operations and the
incorporation of off balance sheet customer funds into balance sheet customer funds should
improve the Bank's liquidity position by cutting down the commercial gap and the dependence
on wholesale market funds. This improvement of the commercial gap and the increase in
funding from public and private debt markets led to a decrease in the use of ECB funding. For
the duration of the Strategic Plan, the Bank's management aims to continue to cut back on its
ECB exposure by using a combination of initial deleveraging while keeping up the increase in
deposits and the controlled expansion of credit.

e Better profitability of domestic operations: The Bank is carrying out the optimisation of its
product mix and will continue to adjust the price of credit to better reflect each customer's
risk profile, which should have a positive impact on the net interest income and on the cost of
risk of the Portuguese operation. The Bank forecasts a better net interest income based on the
continuous reduction in spreads since the beginning of 2013 until the period ended on 30 June
2017.

e Consolidation of the Bank's leadership position in the private sector retail market and the
SME/companies banking market: The Bank adopted a new business model based on a new
Customer base segmentation, the review made to the products and services that it offers and
on the adjustments to its backoffice units and branch network. This business model is being
put into place with a view to expanding the Bank's territorial coverage, increasing the
Customer base and sales capacity and simultaneously decreasing operating costs. For retail
clients, the strategy is to re-balance the portfolio mix of less profitable mortgage loans with
more profitable loans. In terms of SME/companies, the focus will be on exporting companies.
The Bank intends to ensure that profits are sustainable in the medium to long-term, seeking to
be the best in class in terms of operational efficiency, on account of both income generation
and cost management, simultaneously keeping a high control of credit risk while preserving its
strategic position in the Portuguese banking market for retail and SMEs.
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International position: The Bank's international franchise is focused on the growing markets of
Poland and Mozambique. In Poland, the Bank intends to continue to pursue customer
acquisition, based on the existing branch network, on its comprehensive range of products
and services and on the strength of the Bank's brand. Additionally, the Bank intends to
continue to leverage its main franchise in the country by developing the branch network and
offering new and innovative products and services to its customers.

Risk Management: The Bank intends set up a new management control system for loans with
highest probability of default, in addition to past due loans. The creation of a legacy portfolio,
plus the Bank's stronger credit recovery abilities, should decrease, in general, the level of non-
compliance, while simultaneously keeping the focus on the subscription of new loans with a
risk profile that meets the Bank's Strategic Plan.

Plan for the Reduction of NPEs: Several measures were put into place in the last few years
with a positive impact on NPEs, namely the reinforcement of credit quality control by using
and developing new valuation models, improving the governance model for risk management,
covering NPEs by making provisions, the expected loss gap and the increase in collaterals to
100%, as of 30 June 2017, according to Millennium bcp's goal of getting NPEs down to under
7,500 million euros (7.8 billion euros recorded on 30 June 2017) by December 2017. The main
measures of this plan include: speeding up write-offs; sale of credits, especially loans to
companies with strong collaterals and loans to individuals unlikely to be recovered; avoid
mortgage loans getting to judicial resolution and decreasing the time cases take to recover in
the hands of law firms.

For the 2016-2018 triennial, the Bank put in place a set of strategic priorities for the operation in
Portugal aiming to build a sustainable Bank adapted to the new needs of the market and its Customers.
In 2017, the Bank accelerated the implementation of strategic initiatives, focusing on innovation and
customer experience.

The strategic agenda consists of 6 work fronts devoted to sales and 3 work fronts devoted to the
organisation as a whole. Over 100 employees in total are involved in the execution of the various
initiatives identified.

In relation to Millennium bcp's business model, 6 work fronts were adopted:

1.

Redefining the Retail distribution network, exploiting the potential of new technologies,
namely in the digital area (Internet Banking and Mobile Banking, among others).

Relaunching the affluent individuals segment, by adjusting the service model and taking up a
position of leadership.

Consolidating the position of leadership in providing support to micro and small enterprises.

Adjust the business model of the growth-oriented corporate segment, in order to be the
reference Bank in providing support to the Portuguese economy.

Transform the credit recovery business through an integrated strategy of reduction of the non-
core business portfolio, which may include the sale of assets and the optimisation of the
recovery operating model.

Build on the operating model of the Bank, by simplifying and automating processes, with a view
to optimising the levels of service provided to the Customer.

In order to transform the Bank into a healthier organisation and with greater involvement with the
shareholders, there are three organisation-wide work fronts under way:

1.

Definition of the level of risk to be adopted in each business area with the implementation of
the Risk Appetite Framework.

Promotion of a business sharing culture between business areas and geographies.

Launch of a cultural transformation programme of the organisation with a focus on the
development of human resources, the improvement of employee satisfaction and the
consolidation of a set of values that guide the action of the Bank.
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The new initiatives undertaken within the scope of the 2016-2018 Strategic Agenda can already be seen.
Over 40% of Mass Market Branches and 60% of Prestige Branches had been redone by 30 June 2016. 35
branches have a new layout - the branch of the future, providing the perfect digital experience to
customers and including the new Millennium Transaction Machines (MTM) that enable cashier
transactions 24/7. In addition, the digital platforms have been improved and new tools were added,
including online loan requests in the Millennium App, opening accounts online and a new app for
company clients, helping them manage projects funded by EU grants. On the last Data E survey,
Millennium bcp was considered the main Bank for Companies with funding from Portugal 2020.

68



Risks and Outlook
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MAIN RISKS AND UNCERTAINTIES

Risk Sources of risk Risk level Trend Interactions
ENVIRONMENT
Regulatory " More demanding capital and liquidity ® Total CET1 requirements in 2017:
requirements 8.15%
® Regulatory uncertainty associated with " Disclosure of the LCR, NFSR and
the implementation of MREL Leverage ratios that will have to
® Single Supervisory Mechanism exceed the regulatory minimum
= Single Resolution Mechanism requirements
= Regular practice of conducting Stress " |FRS9 implementation could result in
Tests by the ECB a greater Ipcome Statement
® Changes to accounting standards, High ” volatllhty . in a greater loan
namely IFRS 9, as of January 2018, granting pro-cyclicity
which translates into a transition from
an incurred loss model to an expected
loss model
" the specific rules regarding the tax
regime for credit impairment and
guarantees for the tax periods
beginning on or after 1 January 2017
are not defined
Sovereign ® Low potential growth = Recovery of profitability limited by
= Low interest rates and compression of the low nominal interest rates and
the spread for active interest rates by the low potential growth
= High indebtedness of the public sector " High levels of default from
and of the private sector companies and families
= Deceleration of the fall of public debt ® High funding costs
as a percentage of GDP " Impact of an eventual increase in
® Deceleration of the correction of the yields of sovereign debt on CET1
imbalances of the country's current Medium ” ® Profitability of the pension fund
account and capital account Increase in risk premiums may hinder
= Regular access to international funding future regulatory requirements,
markets after Brexit namely those related to the MREL
® |ncrease of economic protectionism at ® Future regularization of the ECB's
an international level monetary policy leads to pressure on
= Exposure to Portuguese sovereign debt public debt yields but the increasing
" Exposure to emerging  countries steepness of the fntergst rgFes curve
strongly dependent on commodities favours the banks’ profitability
® Exposure  to credits held by
Mozambican entities
FUNDING AND LIQUIDITY
Access to WSF ® [rregular  functioning of  WSF/MMI ® Increased weight of balance .sheet
markets and markets custqmer deposits and funds in the
funding ® Progressive replacement of the funding funding structure
structure obtained from the ECB by funding ® Limited scope for decreasing cost of

obtained in the IMM/WSF

Incentive to the placement of financial
instruments with Retail investors

Need to fulfil eventual gaps versus
MREL requirements

Continuation of the deleveraging
process by the internal economic
agents

Medium-

level

funding

The credit portfolio may continue to
contract and the commercial gap
may continue to reduce and
uncertainty as to the performance of
NPE and coverage levels condition
access to market funding

The return to profitability in
Portugal will not be made via
volumes

Need for access to the financial
markets to meet MREL requirements,
which may impact the banks' funding
structure
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Risk

Sources of risk Risk level

Trend

Interactions

CAPITAL

Credit risk

= Still high level of NPE

= Continuing to execute the Plan for the
Reduction of NPE

® Exposure to real estate assets, directly

or by participating in real estate

investment or restructuring funds

Losses on the valuation of collaterals

and real estate properties in the Bank's

portfolios should real estate prices go

down High

Exposure to Non-Core Assets

Exposure to emerging countries

strongly dependent on commodities

® Impact on SREP from high level of
NPE
= Need to decrease the time recovery
processes take, for both loans
and/or companies
Evolution of available income /
evolution of unemployment rate /
level of companies’ default
Need to decrease exposure to real
estate risk, despite the positive
trend in real estate prices generating
a positive context for the resolution
of the NPE stock in the bank's
balance sheet, and to Non-Core
Assets
Deterioration of the quality of loans
granted directly to emerging
countries or to companies in those
countries or to Portuguese
companies with business
relationships with those countries

Market risk

= Volatility in capital markets
Adverse behaviour of the real estate

Market uncertainty
Monetary policies of the various

market Central Banks
Medium ” = Profitability of the pension fund
® Smaller profits from trading
Operational ® Inherent to the Group’s business ® Streamlining processes
risk ® Degrading controls
Medium ” ® |ncreased risk of fraud
® Business Continuity
Interest rate " |nterest rates at historically low levels " Low interest rates contribute to
and " High concentration of assets in lower default but exert pressure on
concentration sectorial, category and geographical profitability
risk terms. Medium- ” = Need to reduce the weight of the
level main Customers in the total credit
portfolio
Reputational, ® |nherent to the Group’s business = Negati\{e public or i_ndustry opinion
legal and " Incentives to place financial products may hinder the ability to attract
compliance that do not match the clients risk Clients (partlcula.rly depos1t9rs)
risk profile or needs but that enable the ® Eventual complaints from Clients
recovery of profitability = Eventual  sanctions or  other
® Reputational risk worsened by the Medium ” unfavourable procedures resulting
recent resolutions of BES and Banif, from inspections
after the problems with BPN and BPP = Unstable regulatory framework
applicable to financial activities
= AML and counter terrorism financing
rules
Yield ® | ow interest rates in nominal terms " Negative impact on the financial

" More limited space to adjust spreads on

term deposits in new production

Regulatory pressures on fees

Increase of the hedging of problematic

assets by impairment Medium-
Exposure to emerging market level
economies, including countries

specifically affected by the fall in the

commodities price

margin: price effect, volume effect
and past due credit effect
" Need to continue to control
operating costs
Keeping adequate hedging of
problematic assets by provisions
Reformulation of the business model
and digital transformation
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RISK MANAGEMENT

As part of the Group's Internal Control System - together with the Internal Audit and Compliance
functions - the Risk Management System (RMS) effectively providesa solid control environment and
limitation of risks which allows for the Group to develop its business activities in a sustainable way and
in accordance with its Risk Appetite Statement (RAS).

In the first half of the year, the main activities and developments concerning the monitoring and
controlling of the various risks to which the Group is exposed are summarized as follows:

e Update of the Non-performing Assets (NPA) Reduction Plan;

e Participation in the EBA’s (European Banking Authority) benchmarking exercise, concerning the
internal models approved for the capital requirements calculation of high default portfolios - Retail
and Corporate SME - and for market risks;

e Execution of the second IRFS9 impacts’ assessment analysis, the results of which were reported to
EBA, as the internal developments for the implementation of this new norm are underway;

e Execution of the 2017 stress testing exercise, specifically focused on the interest rate risk of the
Banking Book;

e Approval on ICAAP’s new risks taxonomy - with the identification and assessment of these risks
within this process - and execution of the annual Pillar 2 Report;

e  RAS metrics revision for the monitoring of credit concentration risk;
e Continuation of the work concerning the validation of the Retail LGD/ELBE model for Portugal;

e Supervisory approval, conditioned to the implementation of a set of recommendations, of the Retail
LGD models of Bank Millennium (Poland);

e Supervisory approval of the IRB Approach for financial assets resulting from the Group’s
participation in Collective Investment Undertakings.

Risk Management governance
The following chart illustrates the risk management governance, carried out by various bodies:

Risk management and Risks measuring,
control policy monitoring and control

Day to day management

BoaldIOMDILECIOISIN- - - - - - - - - - --------------=

Supervisory . ' !
responsibilities at — R‘%Qﬁ:;ii::nt ,,,,,,,,,,,,,,, | |
Group level !
——  Audit Committee |

Executive Committee Risk Commission i

Credit Commissions | |

(Core/Non-Core) Credit at Risk Commission |

Executive !
responsibilities at Non-Core Business Commission . . ]
Zroup level Pension Funds Risk i
Monitoring Commission i

Group CALCO ¢ !

Internal Control and !

Group Treasurer Operational Risk Monitoring |

Commission 0

Risk Office -

Executive Committee

Executive
responsibilities at
Entity level

Credit Commission Risk Control Commission

CALCO

Risk Office -

72



The competences and attributions of the bodies intervening in risk management governance (either in
management or internal supervision), at Group level - except for the Board of Directors (BoD) and the
Executive Committee (EC), are presented in the next sections.

Risk Assessment Committee

The Risk Assessment Committee is composed of three non-executive members of the BoD"” and has the
following responsibilities:

e Monitoring of the overall levels of credit, market, liquidity and operational risk, ensuring that these
are compatible with the objectives, available financial resources and strategies approved for the
development of the Group's activity;

e Supervision of the Group's ‘Risk Appetite’ definition and implementation, proposing the respective
Risk Appetite Statement (RAS) to the BoD;

e Supervision of the ICAAP and monitoring of the RAS indicators, verifying their alignment with the
defined thresholds and levels, as well as monitoring the action plans designed to ensure compliance
with the established risk limits;

e Approval of the Group's Capital and Liquidity Contingency Plan and of the business continuity
management plans (Disaster Recovery Plan and Business Recovery Plan);

e Advising the BoD on matters related to the definition of risk strategy, capital and liquidity
management and market risks management.

The Risk Officer has functional reporting duties to this Committee and participates in its meetings,
presenting the evolution of the key risk metrics and indicators and of the credit impairment, as well as
all incidents, changes and evolutions relative to the Risk Management System.

Audit Committee

The Audit Committee is composed of three non-executive members of the BoD). Within the risk
management governance, this body stands out for its corporate global monitoring and supervising
capacities (e.g. in what concerns the follow-up of the risk levels), as well as for its capacities related
with the Internal Control System:

e Control of the Risk Management and the Internal Control Systems’ effectiveness (and, also, of the
Internal Audit System);

e Issuing of a prior opinion concerning the entity defined by the Bank to assess the adequacy and
effectiveness of the Internal Control System.

The Risk Officer participates in this committee’s regular meetings, reporting on the evolution of the
main indicators and metrics concerning risks and credit impairment, as well as on the implementation
status of the recommendations that concern the Risk Management System (within the scope of internal
control or issued by the supervisory/regulatory authorities).

Risk Commission

This commission is responsible, at an executive level, for the Group’s risk management and control
framework, establishing its respective principles, rules, limits and procedures for the Group’s entities,
in accordance with the defined risk limits.

The Risk Commission monitors the overall levels of credit, market, liquidity and operational risk, as well
as all other risks considered materially relevant for the institution, ensuring that the risk levels are
compatible with the objectives, available financial resources and strategies that have been approved for
the development of the Group's activity. This commission also validates risk management’s compliance
with the applicable laws and regulations.

This commission is composed of all the members of the EC”, the Risk Officer, the Compliance Officer
and the Heads of the following Divisions: Internal Audit; International, Treasury and Markets; Research,

) As at 30/06/2017.
) As at 30/06/2017.

") With a minimum of three Executive Directors.
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Planning and ALM; Credit; Rating.

Credit at Risk Monitoring Commission
This commission has the responsibility of monitoring the evolution of credit risk, under various aspects:

e Credit exposure and underwriting process;

e Portfolio’s quality and main performance and risk indicators;

e Counterparty and concentration risk in the largest exposures;

e Impairment, including the main cases of individual impairment analysis;
e Analysis of the credit recovery processes performance;

e Real estate portfolio divestment, as well as of other assets received within the scope of credit
recovery processes.

In the first half of 2017, this Committee maintained its monitoring of the process of NPE (Non
Performing Exposures) reduction and the degree of fulfilment of the goals assumed vis-a-vis the
supervisory entities and the market, as well as of the effectiveness of the measures adopted to achieve
those goals.

This commission is composed of three EC members (responsible for the credit, financial and risk areas)
and the Heads of the following Divisions: Credit; Risk Office; Rating; Specialised Recovery; Specialised
Monitoring; Retail Recovery; Real Estate Business; Legal Advisory and Litigation; and Management
Information.

Pension Funds Risk Monitoring Commission

The mission of this specialised commission is the monitoring of the performance and risk of the Pension
Funds in Portugal.

This commission is composed of three members of the EC (one of these being the responsible for the
insurance area), the Risk Officer, the head of Human Resources and of the Research, Planning and AML
Divisions and, through invitation, the CEO of Millenniumbcp Ageas, the CEO of Ocidental SGFP and a
representative of F&C.

The commission has the following responsibilities:
e  Assess the performance and risk of the Pension Funds;

e Establish appropriate investment policies.

Internal Control and Operational Risk Monitoring Commission

This commission is responsible for defining the operational risk management framework and its
implementation in the Group’s operations.

It is composed of three EC members, the Risk Officer, the Compliance Officer and the Heads of the
Internal Audit, IT and Operations Divisions. Depending on the specific subjects concerning processes to
be addressed by this commission, macro-process owners will participate in the meetings.

This commission monitors all matters related with internal control and operational risk.

Credit Commission(s)

This commission’s functions are to assess and decide on loan granting to Customers of Banco Comercial
Portugués, in accordance with the competences established by an internal regulation (‘Credit Granting,
Monitoring and Recovery’). This commission may also issue, when justifiable, advisory opinions on credit
proposals from subsidiary Group entities.

There are two Credit Commissions with identical composition: one deciding on core business credit
proposals, the other deciding on non-core business and non-performing exposures credit proposals.
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The Credit Commission is composed of all of the EC members”, the Risk Officer, the Compliance
Officer, the Company Secretary, the Heads of the proponent areas, the ‘Level 3’ managers, the
subsidiary entities’ Credit Commission members (whenever there are proposals originated in those
entities) and the Heads of commercial areas. The Heads of the following Divisions are also members of
this commission: Credit; Specialised Monitoring; Legal Advisory and Litigation; Investment Banking; Real
Estate Business; Rating; Specialised Recovery; Retail Recovery.

Non-core Business Comission

This body is responsible for the analysis, monitoring and planning of the activities to be developed in the
various non-core business segments, as well as the definition of the high-level commercial strategy to be
adopted for clients of these segments, and also the follow-up of the main non-core exposures, the
decisions concerning non-core business (except for credit decisions) and the monitoring of the non-core
business evolution in relation to the defined goals and the Bank’s restructuring plan.

This Commission is composed of three EC members (responsible for the credit, financial and risk areas),
the person responsible for the Non-Core Business Monitoring area of the Risk Office and the Heads of the
following Divisions: Risk Office; Credit; Research, Planning and AML; Specialised Recovery; Specialised
Monitoring; Real Estate Business; Management Information.

Group CALCO

The Group CALCO is responsible for the management of the Group's overall capital, for assets and
liabilities management and for the definition of liquidity management strategies at a consolidated level.
Specifically, the Group CALCO (also referred to as the Capital, Assets and Liabilities Management
Commission) is responsible for the structural management of interest rate and liquidity risks, including,
among others, the following aspects:

e Monitoring and management of the interest rate risk associated with the assets and liabilities
structure;

e Planning and proposals for capital allocation;

e Preparation of proposals for an appropriate definition of liquidity and interest rate risk management
policies, at the level of the Group's consolidated balance sheet.

The Group CALCO is composed of all the members of the EC") and the heads of the following Divisions:
Research, Planning and ALM; Risk Office; Large Corporate; Companies and Corporate; Management
Information; Companies Marketing; Retail Marketing; International, Treasury and Markets; Investment
Banking; Business Development (upon invitation). Other people, according to the matters addressed,
may be requested to participate in the Group CALCO.

Risk Officer

The Head of the Risk Office is responsible for the risk control function for all Group entities, promoting
the overall alignment of concepts and procedures concerning the risk monitoring and assessment. The
Risk Officer is responsible for informing the Risk Commission on the general risk level and to propose
measures to improve the control environment and to implement controls which assure compliance with
the approved limits. The Risk Officer has veto power concerning any decision that is not subject to the
approval of the BoD or EC and might have an impact on the Group's risk levels. These duties include:

e Supporting the establishment of risk management policies and methodologies for the identification,
measurement, limitation, monitoring, mitigation and reporting of the different types of risk;

e  Proposing and implementing a set of metrics for the different types of risk;
e Ensuring the existence of a body of rules and procedures to support risk management;

e Controlling, on an ongoing basis, the evolution of the different risks and compliance with the
applicable policies, regulations and limits;

©) With a minimum of three Executive Directors and mandatory participation of the responsible for credit and the
Directors from proponent areas (or the alternate Directors of credit and the proponent areas).
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e Ensuring the existence of an effective IT platform and a database for the robust and comprehensive
management of risk;

e Participating in all decisions of relevance to risk and with an impact on the internal control system,
empowered to ensure compliance with the Group's regulations and goals concerning risk;

e Preparing information relative to risk management for internal and market disclosure.

The Risk Officer is appointed by the BoD and supports the work of the Risk Commission, the Credit at
Risk Monitoring Commission, the Pension Funds Risk Monitoring Commission and the Internal Control and
Operational Risk Monitoring Commission. The Risk Officer reports to the Board of Directors and its
Executive Committee, as well as, on a functional or close relationship basis, to the Risk Assessment
Committee, the Audit Committee and the Chairman of the Board of Directors.

Credit risk

The materialisation of this risk arises from the losses occurred in the loan portfolio, due to the
incapacity of borrowers (or their guarantors, when applicable), issuers of securities or contractual
counterparts to comply with their credit obligations. This type of risk is very relevant and highly
representative in terms of the Group's overall exposure to risk.

Control and mitigation of this risk are carried out, on the one hand, through a solid structure of risk
analysis and assessment (using internal rating systems suited to the different business segments and a
model for the early detection of potential default of the portfolio) and, on the other hand, through
structural units that are exclusively dedicated to loan recovery, for the situations of default that have
occurred.

Evolution and breakdown of the loan portfolio

The following chart shows the credit portfolio volumes evolution between 31% of December 2016 and
30" of June 2017, in terms of EAD (Exposure at Default), for the three main Group geographies -
Portugal, Poland and Mozambique - which represented 99.1% of the Group’s EAD by 30" of June 2017:

(millions of Euros)

Change
Country Jun 17 Dec 16
Amount %
Portugal 47,924 47,856 68 0.1%
Poland 16,869 16,015 855 5.3%
Mozambique 1,987 1,997 -9 -0.5%
PT+PL+MZ 66,780 65,867 913 1.4%

The portfolio registered a growth of 1.4%, in euros (EUR) in the first half of 2017, the increase of 855
million euros in Poland having decisively contributed for this growth. In Portugal, the growth of the
credit portfolio was practically null (68 million euros, representing an increase of 0.1%) since the NPA
Reduction Plan’s effects continued to be present.

The Group’s portfolio evolution in euros was influenced by the FX rate changes for the most
representative currencies of the two main operations abroad - respectively, Zlotys (PLN) and Swiss
Francs (CHF) in Poland and Meticais (MZN) and North-American dollars (USD) in Mozambique - in the first
half of 2017, vis-a-vis the Euro: +4.4% for PLN, -1.7% for CHF, +9.6% for MZN and -7.6% for USD.

In original currencies, the growth of Poland’s portfolio was of 6.8% in PLN and -3.6% in CHF. The
combined effect of the FX rates changes and the portfolio variation in original currencies - namely, the
progressive reduction of the mortgage portfolio denominated in CHF - has increased the weight of
Poland’s portfolio in PLN, from 68% by the end of 2016 to 72% by the end of June 2017, while the weight
of the CHF denominated portfolio was reduced from 38% to 32% along the same period.

In Mozambique, growth of 6.9% was registered in the MZN-denominated portfolio (against growth of
17.2% in EUR) and a contraction of the USD-denominated portfolio of -27.2% (against a decrease of -
32.7% in EUR). Hence, in global terms and in euros, the weights of these two currencies in
Mozambique’s portfolio, from 31 of December 20176 to 30" of June 2017, went from 64% to 76% in MZN
and from 55% to 32% in USD.
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Therefore, the growth of Poland’s portfolio in euros was favoured by the Zloty’s appreciation towards
the Euro, even if limited by the real decrease of the CHF-denominated portfolio (c. - 213 million EUR).

In Mozambique, despite the real growth of the local MZN-denominated portfolio and the Metical’s
appreciation in relation to the Euro, the real decrease in the USD-denominated portfolio, together with
the devaluation of this currency towards the Euro, has resulted in a practically null change in this
geography’s portfolio(-9 million EUR, representing around -0.5%).

In what concerns the portfolios’ breakdown by risk classes, these are illustrated - as at 30" of June 2017
- by the following graphs:

Portugal Poland
35.9%
.9 %
36.9% 8.2%
16.9 %
18.9 % 35.9%
29.3% 18.0 %

I:l Retail secured by Retail (other Corporate I:l Banks and

real estate exposures and (including SME Sovereigns

collateral SME Retail) Corporate)

Mozambique
27.2%
12.6 %
60.2 %
Retail Corporate I:I Banks and

Sovereigns

This portfolio breakdown for Portugal and Poland does not present relevant changes in relation to the
portfolios’ composition by the end of 2016. In what concerns Mozambique, there was an increase in the
weight of the “Banks and Sovereigns” risk class, which represented 50.9% of the portfolio (EAD) by 31
of December 2016, with an equivalent decrease in the “Corporate” risk class while the weight of the
“Retail” risk class remained practically unchanged.

The following chart presents the portfolio breakdown (EAD) in terms of the internal risk grades of the
debtors, in Portugal and Poland, as at 30" of June 2017:
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Portugal | | . .
0 High quality (RG 2 to 6)

45.4% 17.4% 1.2%
O Medium quality (RG 7 to 9)

Poland | | D Lower quality (RG 10to 12)
7.5%

55.1% 22.6%
Procedural RG (RG 13/14/15)

PT + PL | | O Not classified (without RG)

47.6% 18.6% 2.7%

(Not included: exposures to Banks and Sovereigns and Specialised Lending)

There was a positive evolution in the internal ratings towards the situation in December 2016: the
weight of the EAD corresponding to the medium and high quality risk grades has increased for the 2
geographies, from 64.2% at 31°' of December 2016 to 66.2% at 30" of June 2017. The basis for this
favourable evolution was the growth of Portugal’s EAD weight for high quality risk grades, from 43.1%
by the end of 2016 to 45.4% by the end of June 2017.

EAD weight of clients with a procedural risk grade (including the non-performing portfolio) has also
registered a positive evolution, going from 18.5% at 31°* of December 2016 to 17.7% by the end of the
first half of 2017 (changing, in Portugal, from 21.8% to 20.8% in the same period).

Main credit risk indicators

The following table illustrates the quarterly evolution of the main credit risk indicators between June
2016 and June 2017, for the Group and for the portfolios of Portugal, Poland and Mozambique:

Jun 17 Mar 17 Dec 16 Sep 16 Jun 16
Group
Non-performing Loans/Total Loans 5.9% 5.9% 6.2% 6.9% 6.9%
Past due Loans (> 90 d)/Total Loans 9.0% 9.2% 9.5% 10.1% 10.5%
NPE/Total Loans (*) 16.9% 17.9% 18.5% 19.1% 19.6%
Impairment /Total Loans 6.7% 6.8% 6.8% 6.8% 6.6%
Portugal
Non-performing Loans/Total Loans 7.0% 7.1% 7.4% 7.9% 8.3%
Past due Loans (> 90 d)/Total Loans 10.7% 11.1% 11.5% 12.2% 12.8%
NPE/Total Loans (*) 21.5% 22.5% 22.9% 24.2% 24.6%
Impairment/Total Loans 7.7% 7.8% 7.9% 7.8% 7.6%
Poland
Past due Loans (> 90 d)/Total Loans 2.7% 2.6% 2.6% 2.7% 2.5%
Impairment /Total Loans 3.0% 2.9% 2.8% 2.9% 2.9%
Mozambique
Past due Loans (> 90 d)/Total Loans 11.8% 6.5% 4.6% 4.0% 4.0%
Impairment/Total Loans 7.9% 7.2% 6.1% 5.6% 5.5%

In consolidated terms, the evolution of these risk indicators is globally positive over the last year of
activity, with stability of the weight of impairment over total loans, as the result of a prudent
provisioning policy.

Only in Mozambique, due to the worsening of the macro-economic conditions that has been registered in
that geography, the evolution of the credit risk indicators was negative, with growing portfolio
provisioning by impairment.

NPE reduction plan

The Group’s credit has a high level of NPE (non-performing exposures), especially in Portugal, as a result
of a Legacy portfolio that the Bank is managing with the aim of reducing the weight of these assets in
the Balance-Sheet. In the beginning of 2017, the Bank approved a revision of its NPE Reduction Plan,
which has been successfully implemented.

78



In the first half of 2017, the NPE reduction in Portugal was of 721.7 million euros, to 7,816 million euros
and the coverage of the assets marked as NPE by impairment, collateral and Expected Loss gap reached
105% by the 30" of June 2017.

The NPE reduction verified in the first semester is considered positive and allows to anticipate the
fulfilment of the reduction goal that was announced to the market by the end of the exercise (less than
7.5 billion euros for the NPE portfolio in Portugal).

The following table presents the NPE evolution in terms of volumes and ratios, between June 2016 and
June 2017 for the Group and Portugal:

(millions of Euros)

Jun 17 Mar 17 Dec 16 Set 16 Jun 16
Group
NPE 8,761 9,159 9,374 9,983 10,227
NPE/Total credit (*) 17.8% 18.4% 18.9% 19.8% 20.1%
Portugal
NPE 7,816 8,320 8,538 9,257 9,498
NPE/Total credit (*) 21.5% 22.5% 22.9% 24.2% 24.6%

NPE = Non-performing exposures

(*) Direct credit to clients, excluding debt securities

Credit concentration risk

The figures concerning credit concentration, as at 30" of June 2017, measured by the weight of the 20
largest exposures (EAD), excluding Banks and Sovereigns, in total exposure, are presented in the
following chart:

Customer Groups EAD weight in total EAD
Group 1 1.5%
Group 2 0.7%
Group 3 0.7%
Group 4 0.7%
Group 5 0.6%
Group 6 0.5%
Group 7 0.5%
Group 8 0.5%
Group 9 0.4%
Group 10 0.4%
Group 11 0.4%
Group 12 0.4%
Group 13 0.4%
Group 14 0.4%
Group 15 0.4%
Group 16 0.4%
Group 17 0.3%
Group 18 0.3%
Group 19 0.3%
Group 20 0.3%

Total 9.9%

The weight of 9.9% compares with a weight of 10.5% by the end of 2016, so that there was a
concentration decrease. In what concerns the global EAD amount for these 20 largest exposures, this
reduced 268 million euros in the first half of the year, confirming the trend verified in 2016 (with a
favourable decrease of 460 million euros).

The bank has specific goals for the reduction of credit concentration, materialized in RAS metrics.

Operational risk

Operational risk consists of the occurrence of losses as a result of failures or inadequacies of internal
processes, systems or people, or as a result of external events.

In the management of this type of risk, the Group adopts duly documented principles and practices,
which are expressed in control mechanisms subject to continuous improvement. This framework has a
variety of features, such as: function segregation; lines of responsibility and respective authorisations;
exposure definition and tolerance limits; ethical codes and codes of conduct; risks self-assessment (RSA)
exercises; key risk indicators (KRI); access controls (physical and logical); reconciliation activities;
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exception reports; contingency plans; contracting of insurance; internal training on processes, products
and systems.

The operational risk management system is based on a structure of end-to-end processes, considering
that a vision which is transversal to the functional units of the organisational structure is the most
suitable approach for the perception of risks and to estimate the effects of the corrective measures
introduced for their mitigation. Furthermore, this processes model also underlies other strategic
initiatives related to the management of this risk such as the actions to improve operating efficiency
and the management of business continuity.

Hence, all the Group's subsidiaries have their own processes structure, which is periodically adjusted
according to business evolution, in order to ensure suitable coverage of the business activities (or
business support activities) developed.

The responsibility for the processes management is entrusted to process owners (seconded by process
managers), whose mission is to characterise the operational losses captured under their processes, to
monitor the respective KRI, to perform the RSA exercises, as well as to identify and implement suitable
actions to mitigate operational risk exposures, thus contributing to the strengthening of control
mechanisms and the improvement of the internal control environment. The periodic revision of the main
processes in each geography is ensured by local structure units.

Along the first semester of 2017, the various participants in the management of this risk carried out the
usual tasks of operational risk management - aiming at an effective and systematic identification,
mitigation and control of exposures - as well as the corresponding reporting duties, either to the
Group’s management bodies or within the regulatory sphere.

Operational risks self-assessment (RSA)

The objective of the RSA exercises is to promote the identification and mitigation (or elimination) of
risks, either actual or potential, in each process, through the assessment of each of the 20 subtypes of
operational risk considered. These assessments are positioned in a risk tolerance matrix, considering the
worst case event that might occur in each process, for three different scenarios. This allows for:

e The assessment of the risks exposure of the different processes, not considering the influence of
existing controls (Inherent Risk);

e The determination of the influence of the existing control environment in reducing the level of
exposure (Residual Risk);

e The identification of the impact of the improvement opportunities in the risk reduction of the most
significant exposures (Target Risk).

The RSA exercises are based on workshops, attended by the Risk Office and with the participation of the
process owners (and process managers), or performed through answers to questionnaires sent to the
process owners, for a review of previous RSA results, according to predefined updating criteria.

Operational losses capture

The operational losses data capture (i.e. the identification, registration and characterisation) of
operational losses and of the originating events aims at the strengthening of the the awareness of this
risk and to provide relevant information to process owners, for incorporation within their process
management. As such, it is an important instrument to quantify risk exposures and also for the back-
testing of the RSA results, enabling the assessment of the evaluation/classification attributed to each
risk subtype.

The detection and reporting of operational losses is a responsibility of all employees of the Group, the
process owners playing a crucial role in the promotion of these procedures within the context of the
processes for which they are responsible.

The identified events in which the losses, effective or potential, exceed the defined materiality limits
(for each geographical area) are characterised by the process owners and process managers of processes
to which the losses are related, including the description of the respective cause-effect and, when
applicable, the valuation of the loss and the description of the improvement action identified to
mitigate the risk (based on the analysis of the loss cause).

The profile of the losses captured in the database in the first half of the year is presented in the
following graphs:
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Key risk indicators (KRI)

KRIs draw attention to changes in the profile of the operational risks or in the effectiveness of control,
enabling the identification of the need to introduce corrective actions within the processes, so as to
prevent potential risks from materialising into losses. The use of this management instrument has been
significantly broadened in 2016, currently encompassing all of the processes in the main Group entities
(Portugal, Poland and Mozambique).

Processes management also uses Key Performance Indicators and Key Control Indicators, the monitoring
of which is essentially oriented to assess operative efficiency, but also allows for the detection of risks.

Scenario Analysis

Scenario Analysis is an exercise for the assessment of potential risks of high severity, aimed at
quantifying the impact of extreme events (low frequency/high severity) which would be relevant for the
Bank, even if never registered in the past.

All Macro-Process Owners and other top managers from selected Divisions participated in this exercise,
due to their knowledge and experience concerning the activities, which are essential for the description
of this type of events’ impacts and for the quantification of potential losses that could result from those
events.

The results from the scenarios assessment were incorporated into the statistical model to determine the

internal capital adequacy (ICAAP) and the information gathered also used for risk management and
mitigation, thus contributing to the reinforcement of the internal control environment.

Business continuity management

The management of business continuity covers two complementary components: the Business Continuity
Plan relative to people, facilities and equipment, and the Technological Recovery Plan relative to
information systems, applications and communications infrastructure.

Both of these plans are defined and implemented for a series of critical business processes, and are
promoted and coordinated by a dedicated structural unit, whose methodology is based on a principle of
continuous improvement, guided by international good practices and the recommendations of the
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supervisory entities.

These continuity plans are regularly tested and updated, through exercises aimed at improving and
deepening the coordination between emergency response, technological recovery, crisis management
and business recovery.

Insurance Contracting

The contracting of insurance for risks related to assets, persons or third party liability is another
important instrument in the management of operational risk, where the objective is the transfer - total
or partial - of risks.

The proposals for the contracting of new insurance are submitted by the process owners under their
respective duties for the management of the operational risk inherent to their processes, or are
presented by the head of area or organic unit, and then analysed by the Risk Commission and authorised
by the EC.

Market risks

Market risks consist of the potential losses that might occur in a given portfolio as a result of changes in
interest or exchange rates and/or in the prices of the different financial instruments of the portfolio,
considering not only the correlations that exist between those instruments but also their volatility.

For purposes of profitability analysis and market risks quantification and control, the following
management areas are defined for each entity of the Group:

e Trading - Management of positions whose objective is the achievement of short term gains, through
sale or revaluation. These positions are actively managed, tradable without restriction and may be
valued frequently and accurately. The positions in question include securities and derivatives of
sales activities;

e Funding - Management of institutional funding (wholesale funding) and money market positions;

e Investment - Management of all the positions in securities to be held to maturity (or for a longer
period of time) or positions which are not tradable on liquid markets;

e Commercial - Management of positions arising from commercial activity with Customers;

e Structural - Management of balance sheet items or operations which, due to their nature, are not
directly related to any of the management areas referred to above; and

e ALM - Assets and Liabilities Management.

The definition of these areas allows for an effective management separation of the trading and banking
books, as well as for the correct allocation of each operation to the most suitable management area,
according to its respective context and strategy.

In order to ensure that the risk levels incurred in the different portfolios of the Group comply with the
predefined levels of tolerance to risk, various market risks limits are established, at least yearly, being
applicable to all portfolios of the risk management areas over which the risks are incident. These limits
are monitored on a daily basis (or intra-daily, in the case of financial markets) by the Risk Office.

Stop Loss limits are also defined for the financial markets areas, based on multiples of the risk limits
defined for those areas, aimed at limiting the maximum losses that might occur. When these limits are
reached, a review of the strategy and of the assumptions relative to the management of the positions in
question is mandatory.

Trading book market risks’

The Group uses an integrated market risk measurement that allows for the monitoring all of the risk
subtypes that are considered relevant. This measurement includes the assessment of the following types
of risk: general risk, specific risk, non-linear risk and commodity risk. Each risk subtype is measured
individually using an appropriate risk model and the integrated measurement is built from the
measurements of each subtype without considering any kind of diversification between the four
subtypes (worst-case scenario approach).

° Positions allocated to the Trading Management Area (and not, specifically, to the accounting Trading Book).
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For the daily measurement of general market risk (relative to interest rate risk, exchange rate risk,
equity risk and price risk of credit default swaps) a VaR (value-at-risk) model is used, considering a time
horizon of 10 business days and a significance level of 99%.

For non-linear risk, an internally-developed methodology is applied, replicating the effect that the main
non-linear elements of options might have in P&L results of the different portfolios in which these are
included, similarly to what is considered by the VaR methodology, using the same time horizon and
significance level.

Specific and commodity risks are measured through standard methodologies defined in the applicable
regulations, with an appropriate change of the time horizon considered.

The table below presents the amounts at risk for the trading book, between 31°* of December 2016 and
3oth of June 2017 and measured by the methodologies referred to above, that registered moderate
levels along this period of time.

thousands of Euros

Jun 17 Avg Max Min Dec 16

Generic risk (VaR) 1,005.4 2,630.5 4,132.5 1,005.4 3,920.7
Interest rate risk 806.7 2,469.7 4,030.9 806.7 3,854.6
FX risk 454.1 826.8 551.3 454.1 354.0
Equity risk 26.2 269.1 47.2 26.2 37.0
Diversification effects 281.5 935.2 497.0 281.5 324.8
Specific risk 554.7 514.2 1,026.4 272.8 440.2
Non-linear risk 12.9 10.9 66.7 0.9 8.2
Commodities risk 17.1 18.6 24.1 14.9 16.0
Global risk 1,590.1 3,174.1 4,733.5 1,590.1 4,385.1

Notes:
- Holding term of 10 days and 99% of confidence level.
- Consolidated positions from Millennium bcp, Millennium bank (Poland) and Millennium BIM (Mozambique)

VaR model monitoring and validation

In order to check the appropriateness of the internal VaR model to the assessment of the risks involved
in the positions held, several validations are conducted over time, of different scopes and frequency,
which include back testing, the estimation of the effects of diversification and the analysis of the
comprehensiveness of the risk factors.

Stress tests on the trading book

As a complement to the VaR assessment, the Group continuously tests a broad range of stress scenarios
analysing the respective results with a view to identifying risk concentrations that have not been
captured by the VaR model and, also, to test for other possible dimensions of loss.

The results of these tests on the Group's trading book, as at 30™ of June 2017, in terms of impacts over
this portfolio’s results, were the following:
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(millions of Euros)

Standard scenarios tested Negative results scenario Result

Parallel shift of the yield curve by +/- 100 bps +100 bps -3.3

Change in Fhe slope of the yield curve -25 bps 0.6
(for maturities from 2 to 10 years) by +/- 25 bps

+100 bps and +25bps -2.8
+100 bps and - 25 bps -3.9
Variation in the main stock market indices by +/- 30% +30% -0.1
Variation in foreign exchange rates (against the euro) by +/- 10%
for the main currencies and by +/- 25% for other currencies

Combinations of the previous 2 scenarios

-10%, -25% -5.9

Variation in swap spreads by +/- 20 bps + 20 bps -0.02

. Negative results
Non-standard scenarios tested X X Result
scenario/used scenario

Widening/narrowing of the bid-ask spread Narrowing -4.3
Customized scenario " -3.1
07/04/2011 -1.1

istori i0s @
Historical scenarios 22/09/2011 0.9

(1) The main historical risk factors (within a 3 year horizon) are applied as a simulation over the current portfolio, so that the
potential impacts of those factors are measured.

(2) In these scenarios, past crisis market changes are applied over the current portfolio; in the cases at stake, there was great
volatility of the portuguese public debt yields

These results show that the exposure of the Group’s trading book to the different risk factors considered
is relatively limited, and that the main adverse scenario at stake refers to the FX risk.

Interest rate risk in the banking book

The interest rate risk derived from Banking Book operations is assessed through a process of risk
sensitivity analysis, undertaken every month, covering all the operations included in the Group's
consolidated Balance Sheet and discriminated by exposure currency.

Variations of market interest rates influence the Group's net interest income, both in the short term and
medium/long term, affecting its economic value in a long term perspective. The main risk factors arise
from the repricing mismatch of portfolio positions (repricing risk) and from the risk of variation in
market interest rates (yield curve risk). Besides this, but with less impact, there is the risk of unequal
variations in different reference rates with the same repricing period (basis risk).

In order to identify the exposure of the Group's banking book to these risks, the monitoring of the
interest rate risk takes into consideration the financial characteristics of each of the relevant contracts,
with the respective expected cash-flows (principal and interest, without the spread component but
including costs for liquidity, capital, operational and other) being projected according to the repricing
dates, thus calculating the impact on economic value resulting from alternative scenarios of change of
market interest rate curves.

This analysis, reported as at 30" of June 2017 and based on the calculation of the difference between
the present value of the interest rate mismatch (discounted at market interest rates) and the value of
this mismatch discounted at a level of rates with +100 basis points (for all periods) results in a positive
impact of approximately 68 million euros (for the EUR-denominated positions). The following table
shows the breakdown of this impact by each of the banking book’s management areas and for the
different residual terms of the positions in question.
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(millions of Euros)

IMPACT OF A +100 BPS PARALLEL SHIFT OF THE YIELD CURVE
Repricing gap in EUR

Repricing terms-to-maturity

<1Y 1-3Y 3-5Y 5-7Y >7Y Total

Commercial area activity 12,565.5 77,678.1 456,979.5 -13,099.6 -34,257.2  499,866.3
Structural area activity 73.2 6,924.5 5,814.1 601.6 -6,948.7 6,464.7

Subtotal 12,638.7 84,602.6 462,793.6 -12,498.0 -41,205.9 506,331.0
Hedging -31,570.8 -147,161.3 -368,395.2 5,620.7 40,884.0 -500,622.6

Commercial and Structural total -18,932.1 -62,558.7 94,398.5 -6,877.2 -322.0 5,708.5
Funding and hedging 12,447.0 8,382.9 -4,290.7 -67.4 -19.7 16,452.1
Investment portfolio -18,034.4 -1,048.4 -2,317.0 -612.7 -8,090.6 -30,103.1
ALM 46,595.6 56,737.6 111,891.9 -114,041.5 -24,775.7 76,407.9
Banking Book total (Jun 2017) 22,076.1 1,513.3 199,682.7 -121,598.9 -33,208.0 68,465.2
Banking Book total (Dec 2016) 27,783.4 16,989.4 80,759.0 -15,955.3 -30,195.8 9,865.4
Impact of a -100 bps parallel shift of the yield curve (*)
Banking Book total (Jun 2017) 4,792.6 -3,000.3 -91,040.9 42,190.0 37,849.5 -9,209.1

(*) Scenario is limited to non-negative interest rates (implying effective chages smaller than 100 bps, particularly in the shorter terms).

The positions at risk which are not subject to specific market hedging operations are transferred
internally to two market areas (Funding and ALM), thus becoming an integral part of the respective
portfolios. As such, they are assessed daily based on the market risk control model for the trading book
already identified (VaR).

Foreign exchange and equity risk in the banking book

The exchange rate risk of the banking book is transferred internally to the Trading area (Treasury), in
accordance with the risk specialisation model followed by the Group for the management of the
exchange rate risk of the Balance Sheet. The exposures to exchange rate risk that are not included in
this transfer - the financial holdings in subsidiaries, in foreign currency - are hedged on a case-by-case
basis through market operations.

As at 30" of June 2017, the Group’s financial holdings in USD, CHF and PLN were fully hedged. On a
consolidated basis, these hedges are identified, in accounting terms, as ‘Net investment hedges’, in
accordance with the IFRS nomenclature. On an individual basis, for entities which have financial
holdings with exchange rate risk, hedge accounting is also carried out, in this case through a ‘Fair Value
Hedge’ methodology.

Regarding equity risk, the Group maintains a series of equity positions of a small size and low risk in the
investment portfolio, which are not held for trading purposes. The management of these positions is
carried out by a specific area of the Group, with the respective risk being controlled on a daily basis,
through the indicators and limits defined for market risks.

Liquidity risk
Liquidity risk is the potential inability of the Group to meet its liabilities concerning funding repayment

without incurring in significant losses, whether due to the deterioration of funding conditions (funding
risk) or due to the sale of assets for amounts below market value (market liquidity risk).

The Group's Wholesale Funding (WSF) structure is defined for each annual period by the Liquidity Plan
(which is an integral part of the budgeting process), formulated at consolidated level and for the main
subsidiaries of the Group. The preparation of this plan is coordinated by the Group Treasurer and its
implementation is monitored continuously throughout the year, being reviewed whenever necessary.

A decrease of 1,335 million euros in the WSF needs was registered in the first semester of 2017, at
consolidated level. Both the capital increase in February 2017 and the commercial gap decrease in
Portugal contributed to these lower WSF needs, practically to the same extent. This was partially offset
by an increase in funding needs resulting from the growth of the Group’s securities portfolios, during
this period of time.

On the other hand, together with the decrease in funding needs, there were some movements in the
first half of 2017 that have changed the funding structure in a relevant way:

e The repayment of the remaining part of contingent capital (“CoCo’s”), of 700 million euros;

e The reimbursement of MTN that were placed with institutional investors, of 328 million euros;
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e The reduction of the collateralized funds taken from the European Central Bank (ECB),
corresponding to the balance of the TLTRO (Targeted longer-term refinancing operations), of 870
million euros.

The table below shows the WSF structure, as at 31° of December 2016 and 30" of June 2017, in terms of
the relative weight of each of the instruments used:

Liquidity breakdown
(Wholesale funding)

Jun 17 Dec 16 Weight chg.

MM 3.6% 4.1% -0.5%
ECB 39.6% 42.6% -3.0%
CoCo's 0.0% 6.1% -6.1%
Commercial Paper 0.7% 1.6% -0.9%
Repos 30.3% 20.3% 10.1%
Loan agreements 14.1% 12.7% 1.4%
Schuldschein 0.0% 0.2% -0.2%
EMTN 0.0% 2.9% -2.9%
Covered bonds 9.9% 8.0% 1.9%
Subordinated debt 1.8% 1.6% 0.2%
TOTAL 100.0% 100.0%

The highlights concerning the evolution verified in this structure go to the end of the CoCo’s as a
funding source and the decrease in the weight of the ECB funding. These changes were compensated by
a significant increase in the weight of short term instruments, mainly of Repos.

The strong decrease in the net funding at the Eurosystem has allowed for a reinforcement of the
liquidity buffer at the ECB, which totalled 8,355 million Euros by the end of June 2017, against 7,614
million euros in December 2016.

The recent evolution of the ECB-discountable collateral is illustrated in the next graph.

ELIGIBLE ASSETS FOR DISCOUNTING AT THE ECB (*)

After haircuts (millions of Euros)
13,550
12,752 13,104 13,125 12,993
Jun 16 Sep 16 Dec 16 Mar 17 Jun 17

(*) Global portfolio, including eligible assets mobilized and not mobilized for the ECB's monetary policy pool. The value in
December 2016 includes, on a pro-forma basis, the collateral in excess of the covered bonds program which, under the form
of an own issue to reinforce the collateral portfolio eligible to the ECB, would represent an amount never lower than € 1,500 M
(after haircuts and assuming ECB assessments in line with those for the remaining retained emissions). In the same terms and
also resulting from excess collateral affecting the mortgage bond program, the value in June 2017 includes € 1 000 M relating
to a potential own issue to reinforce collateral eligible for discount with the ECB.

It should also be noted that, in addition to the eligible collateral graphically represented above
(effective + pro-forma), the Group also had in its portfolio, at the 30th of June 2017, Treasury Bills
(USA) in the amount of 600 million dollars (c. 521 million euros). Even if this asset is not eligible to
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collateralize funding at the ECB, it is highly liquid and should be considered in a broad sense a liquidity
buffer. Hence, the safety margin provided by the liquidity buffer so considered rises to 9,876 million
euros (762 million euros above the corresponding amount in December 2016).

Liquidity risk control

For short term time horizons (up to 3 months), the control of the Group’s liquidity risk is carried out
daily based on two internally defined indicators: the immediate liquidity indicator and the quarterly
liquidity indicator, which measure the maximum fund-taking requirements that could arise cumulatively
over the respective time horizons, considering cash flow projections for periods of 3 days and of 3
months, respectively.

These indicators, as at 30 June 2017, showed a zero value in the Treasuries of Portugal and Poland,
signifying surplus liquidity in these geographic regions, both in immediate terms and at 3 months,
reflecting the prudent management of the different Treasuries of the Group towards this risk.

At the same time, the evolution of the Group’s liquidity position is calculated on a regular basis
identifying all the factors underlying the variations that have occurred.

The Group controls the structural liquidity profile through the regular monitoring of a set of indicators
defined both internally and by the regulations, aimed at characterising liquidity risk, such as the loans-
to-deposits ratio (95.4% as at 30 June 2017), the regulatory ratios LCR (Liquidity coverage ratio) and
NSFR (Net stable funding ratio) - respectively, 155% and 123% as at 30 June 2017 - and also the relative
dimension of the excess of available collateral for discounting in UE central banks vis-a-vis the total
clients’ deposits.

Pension Fund risk

This risk arises from the potential devaluation of the assets of the Defined Benefit Fund or from the
reduction of their expected returns as well as from actuarial differences that may occur from the
evolution of demographical factors, in relation to the actuarial assumptions considered. Confronted by
such scenarios, the Group would have to make unplanned contributions in order to maintain the benefits
defined by the Fund.

The monitoring of this risk and the follow-up of its management is a responsibility of the Pension Funds
Risk Monitoring Commission.

In the first half of 2017 the Pension Fund registered a time-weighted rate of return (TWR), net of
management and deposit fees, of 3.51%, a result that is clearly above the actuarial assumption.
Although all of the asset classes have contributed for the performance of the first 6 months of 2017, a
highlight should be made of the equity and the fixed-rate components - specifically, in what concerns
Portuguese bonds, with a decrease in yields that brought quite a positive impact on the Fund’s
valuation. The favourable behaviour of the Real Estate and the Private Equity components during this
time period should also be noted.

Internal Capital Adequacy Assessment Process (ICAAP)

The Internal Capital Adequacy Assessment Process (ICAAP) is a key continuous process of the Group’s
risk management, aimed at identifying the Group’s capital adequacy to cover the risks in which it incurs
by developing its business strategy - both current and projected for the medium term. The chart below
summarizes the process:
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On going monitoring

The ICAAP benefits from an internal governance model that ensures the involvement of the BoD and its
Risk Assessment Committee, of the EC, of the Risk Commission and of the top management, along the
various stages of the process.

The results of the ICAAP allow the Bank’s management bodies - namely, the Board of Directors and the
Executive Committee - to test if the Group’s capitalization is appropriate for the risks stemming from its
activities and if the strategic plan and budget are sustainable in the medium term and comply with the
risk limits defined in the Risk Appetite Statement (RAS) approved for the Group.

The ICAAP is based on a prospective vision of the impact estimates concerning the occurrence of risks
over the Bank’s capital, considering their scale or dimension, complexity, frequency, probability and
materiality, against a background consisting of the medium term (3 years) projection for the
developments of the Group’s activities, considering a base scenario and a stress scenario; the latter,
with a severely negative evolution of macro-economic indicators in order to test the Group’s resilience
and the adequacy of the capital levels to cover the risks to which its activity may become subject.

The ICAAP’s first stage is the identification of the material risks to which the Group’s activity is subject.
For this purpose, the Group uses a methodological approach based on an internal list of risks, covering
more than 60 different risks, considering the relevancy of each one by taking into consideration its
probability of occurrence and the magnitude of the impacts of its occurrence - either before or after
the implementation of risk mitigation measures.

Beyond all risks considered to be material, the Group integrates in the ICAAP all of Basel’s Pillar | risks,
even if these do not attain levels that are considered to be material, at Group level.

The result of this stage is the list of risks to be incorporated in the ICAAP, which will also be helpful in
defining the variables to be considered for the establishment of the base and the stressed scenarios,
mentioned below. The approval of the results of the risks identification process is a capacity attributed
to the Risks Assessment Committee.

In a second stage, the base and stressed scenarios that make the ICAAP’s framework were defined.
While the base scenario represents the Group’s vision of the most probable evolution of the business
constraints in the medium term, the stressed scenario incorporates extreme conditions, with low
probability of occurrence but with severe impact over the Group’s activity. The approval of the
scenarios to be considered in the ICAAP is also a responsibility of the Risks Assessment Committee.

In the third stage of the ICAAP, the impact of the main risks is modelled for the reference date and the
capital requirements are calculated for that date. This uses a set of methodologies and internal models,
formally approved and audited, considering a significance level in line with the regulatory requirements
(CRR or Solvency 2) and a time horizon of 1 year (which is lower for the trading portfolios, due to their
nature).

For the prospective component, two scenarios are considered for the projection of the Group activity in
a medium-term time horizon (3 years): a base scenario corresponding to the current vision of the
Group’s management and an adverse scenario that is extremely penalizing in terms of the macro-
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economic indicators, in order to test the Group’s resilience under extreme scenarios and if it has
adequate capital levels to cover the risks to which its activity may be subject to.

Some risks are incorporated in this framework as a capital add-on (in particular those considered to be
non-material), while other are considered in terms of their P&L impacts.

These risks are modelled or incorporated within the Group’s stress testing methodology, producing
estimated impacts over the capital levels, either through the impact on the P&L or through changes in
RWA.

After the estimation of impacts of the risks over P&L and the Group’s balance-sheet - especially, in
what concerns the Own Funds - the adequacy of the Group’s Risk Taking Capacity (RTC) can be assessed,
vis-a-vis the expected profile of its activity.

The Group adopts a RTC that is aligned with the definitions of the regulatory capital ratios, pursuant to
Directive 2013/36/EU and Regulation (EU) No 575/2013 (the CRR - Capital Requirements Regulation),
corresponding to the CET1 (Common Equity Tier 1) ratio determined on a “fully implemented” basis, but
adjusted from the Expected Loss Gap’s impacts stemming from the internal assessment of the capital
needs to cover credit risk and from the impacts on the eligibility of the minority interests of Bank
Millennium in Poland (associated to the referred internal capital requirements assessment and to the
usage of its minimum CET1 ratio).

The ICAAP results show that the current capitalisation levels are appropriate for a 3-year horizon, either
under the base scenario or the stressed scenario.

Quarterly, the Bank reviews the ICAAP’s assumptions, particularly the materiality of the risks that are
considered as “non-material”, the macroeconomic scenarios, the analysis of gaps in the business plans,
the update of the assessment on the main ICAAP’s material risks and the RTC calculation. The results
are reported to the Bank’s management bodies. Whenever there are significant changes in the Group’s
risk profile, the capital adequacy model is reviewed.

Models validation

This function is assured by the Models Monitoring and Validation Office (GAVM), reporting to the
Executive Committee member that is responsible for Risk management.

GAVM'’s scope of action encompasses the credit risk systems and models (rating systems) and the market
risks models, as well as the ICAAP validation, Hence, GAVM interacts with the owners of risk models and
systems, with the Validation Committees and with the Risk Commission.

Along the first half of 2017, several validation and monitoring works were carried out, either in relation
to models already used or concerning the extensions and changes within the framework of the roll-out
plan established for the Group for advanced models. These tasks aim at ensuring confidence regarding
the models performance and their compliance with the regulatory provisions in force, as well as to
reinforce the identification of changes to their predictive powers (and the reaction capabilities to those
changes).

Within the scope of the models’ monitoring, the Group regularly participates in the regulatory
Benchmarking and the TRIM (Targeted Review of Internal Models) exercises.

In the beginning of June, a Model Risk management project was launched. This will endow the Bank with
a management and assessment tool for model risk, based on a functional and approval workflow frame
worked by internal documentation and fully aligned with applicable regulations and supervisory
expectations.

Within the scope of the annual validation processes, the most significant advanced models for credit risk
refer to the probability of default (PD) for the Small, Mid and Large Corporate segments (Corporate risk
class), for the Real Estate promotion segment and for the Small Business and Mortgage Loan segments in
(Retail risk class), as well as to the loss given default (LGD) models and credit conversion factors (CCF)
models in the Retail and Corporate risk classes.

Recovery Plan

Complying with the applicable law - Directive 2014/59/EU and its transposition to the Regime Geral das
Instituicées de Crédito e Sociedades Financeiras (RGICSF) through Decree-Law 23-A/2015, from the 26"
of March - the Group has drawn and annually revises a Recovery Plan for its business and activities, in
which a large set of key indicators are defined; these are permanently monitored, allowing for
immediate management action whenever there are deviations that exceed pre-defined thresholds (also
defined in the Plan), which are mandatorily reported to the Group’s management and supervision
bodies.
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In effect, from the strategic analysis and the establishment of possible scenarios for the business
evolution and the external environment - in close connection with the Funding and Capital Plan (FCP)
and stress testing exercises in which the Group has participated - and from the modelling of all
variables, metrics and scenarios considered, the business evolution is permanently monitored within the
scope of the Recovery Plan and its respective indicators.

The Recovery Plan is aligned with the Capital and Liquidity Contingency Plan (CLCP), which defines the
priorities, responsibilities and specific measures to be taken in a liquidity contingency situation. It
should be noted that the CLCP includes an Early Warning Signals (EWS) system, for the anticipation of
the occurrence of possible capital and liquidity crisises.

The Recovery Plan is also aligned with the definition of the business continuity framework and its
respective plans (see the Operation Risk section), the Communication Plan - towards the market and
stakeholders (in contingency situations), Bank Millennium’s Recovery Plan (Poland) and the results from
the capital and liquidity adequacy assessment processes already mentioned (ICAAP e ILAAP).

The following diagram shows, in brief, the main components of the Recovery Plan:
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INTERNAL CONTROL SYSTEM

The Internal Control System is defined as the set of principles, strategies, policies, systems, processes,
rules and procedures established in the Group aimed at ensuring:

e Efficient and profitable performance of the activity, in the medium and long-term, ensuring
the effective use of the assets and resources, the continuity of the business and survival of the
Group, namely through an adequate management and control of the risks of the activity,
through a prudent and correct assessment of the assets and liabilities, as well as through the
implementation of mechanisms for prevention and protection against errors and fraud;

e The existence of financial and managerial information which is complete, pertinent, reliable
and timely, to support decision-making and control processes, both at an internal and external
level;

e Observance of the applicable legal and regulatory provisions issued by the Supervision
Authorities, including those relative to the prevention of money laundering and financing of
terrorism, as well as professional and ethical standards and practices, internal and statutory
rules, codes of conduct and customer relations, guidelines of the governing bodies and
recommendations of the Basel Banking Supervisory Committee and European Banking Authority
(EBA), so as to preserve the image and reputation of the institution before its Customers,
shareholders, employees and supervisors.

In order to achieve these objectives, the Internal Control System is based on the Compliance function,
the Risk Management function and Internal Audit function, which are exercised by centralised divisions
and operate transversally across the Group. The Heads of these three Divisions are appointed by the
Bank's Board of Directors, with the favourable opinion of the Committee for Nominations and
Remunerations which approves their technical and professional profiles as appropriate for the function
in question.

The Internal Control System is based on:
e An adequate internal control environment;

e A solid risk management system, aimed at the identification, evaluation, follow-up and control
of all risks which might influence the Group's activities;

e An efficient information and communication system, designed to guarantee the collection,
processing and transmission of relevant, encompassing and consistent data, within a
timeframe and manner that allows for an effective and timely management and control of the
institution's activity and risks;

e An effective monitoring process, implemented with a view to ensuring the adequacy and
effectiveness of the actual internal control system over time, to immediately identify any
flaws (defined as the group of existing, potential or real defects, or opportunities for the
introduction of improvements that will strengthen the internal control system), and ensuring
the triggering of corrective action; and

e Strict compliance with all the legal and regulatory provisions in force by the Group's employees
in general, and by the people who hold senior or managerial positions, including members of
the management bodies, to ensure compliance with the Group's Code of Conduct and other
codes of conduct applicable to the banking, financial, insurance and brokerage (of securities
or derivatives) activities.

The Risk Management System, the Information and Reporting System and the
Internal Control Monitoring System

The Internal Control System includes the following subsystems: the Risk Management System, the
Information and Reporting System and the Internal Control Monitoring System.

The Risk Management System corresponds to the series of integrated and permanent processes which
enable the identification, assessment, monitoring and control of all material risks, derived internally or
externally, to which the Group's Institutions are exposed, in order to keep them at levels that are
predefined by the management and supervisory bodies, and take into consideration risks related to
credit, markets, interest rates, exchange rates, liquidity, compliance, operating, information systems,
strategy and reputation, as well as all other risks which, in view of the specific situation of the Group's
institutions, could become materially relevant.

91



This system is suitably planned, reviewed and documented and is supported by risk identification,
assessment, monitoring and control processes, which include appropriate and clearly defined policies
and procedures, aimed at ensuring that the objectives of the institution are achieved and that the
necessary measures are taken to respond adequately to previously identified risks.

The Information and Reporting System ensures the existence of information which is substantive, up-to-
date, understandable, consistent, timely and reliable, so as to enable an overall and encompassing view
of the financial situation, the development of the business, the achievement of the defined strategy and
objectives, the risk profile of the institution and the behaviour and prospective evolution of relevant
markets.

The financial information process is supported by the accounting and management support systems
which record, classify, associate and archive, in a timely, systematic, reliable, complete and consistent
manner, all the operations carried out by the institutions and its subsidiaries, in accordance with the
rulings and policies issued by the Executive Board of Directors.

The Monitoring Process includes all the control and assessment actions developed with a view to ensure
the effectiveness and adequacy of the internal control system, primarily through the identification of
deficiencies in the system, either in terms of its design, implementation and/or use. The control and
monitoring actions are implemented on a continuous basis and as an integral part of the Group's
routines, being complemented with regular or exceptional autonomous assessments. Any deficiencies of
material impact which might be detected through the control procedures are duly registered,
documented and reported to the appropriate management and supervisory bodies.

Within this context, the Internal Audit Function is performed by the Audit Division on a permanent and
independent basis, assessing, at all times and pursuant to the established plan, the adequacy and
effectiveness of the different components of the internal control system as a whole, issuing
recommendations based on the outcome of those assessments.

These subsystems of the Internal Control System are managed by the Risk Office and Compliance Office
in terms of Risk Management and by the Planning and Control Department of the Planning, Research and
ALM Division, the Accounts and Consolidation Division and the areas responsible for accounting in the
different subsidiaries, for Information and Reporting.

The activity of the Risk Office is transversal across the Group and includes the coordination of the local
risk management structures. The activity of the Compliance Office is also transversal to all Institutions
of the Group, in terms of applicable compliance policies, with observance of the legal specificities of
each jurisdiction. The Accounting and Consolidation Division and the Planning and Control Department
of the Planning, Research and ALM Division receive and centralise the financial information of all the
subsidiaries. The Audit Division is responsible for the on-site monitoring of the internal control system,
performing this duty transversally.

The Risk Office, the Compliance Office, the Accounting and Consolidation Division, the Planning and
Control Department of the Planning, Research and ALM Division and Audit Division ensure the
implementation of the procedures and means required to obtain all the relevant information for the
information consolidation process at Group level - both of accounting nature and relative to
management support and risk monitoring and control - which should include:

e The definition of the contents and format of the information to be reported by the entities
included in the consolidation perimeter, in accordance with the accounting policies and
guidelines defined by the management body, as well as the dates when the reporting is
required;

e The identification and control of the intra-Group operations;

e Assurance that the managerial information is consistent between the different entities, so that
it is possible to measure and monitor the evolution and profitability of each business, verify
compliance with the objectives that have been established, as well as evaluate and control
the risks incurred by each entity, in both absolute and relative terms.
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EXPOSURE TO ACTIVITIES AND PRODUCTS AFFECTED BY
FINANCIAL CRISIS

The Group carries out transactions with derivatives mainly to hedge structured products for Customers
(guaranteed capital and other products), risks stemming from the Bank's day-to-day business, including
the hedging of interest rate risk and exchange rate risk. The trading activity of the Group's own portfolio
in derivatives is immaterial insofar as Group profits or risk exposure are concerned.

Over the years, the Group has carried out securitisation operations based on loans to individuals
(mortgage loans and consumer credit) and loans to companies (current accounts and leasing). Credit
securitisation is used as a liquidity and capital management tool, aimed at financing the Group's
business and, under certain circumstances, to release capital. The Group has a very limited exposure to
Special Purpose Entities (SPE), apart from that arising from its own securitisations and normal credit
business, as described in the Notes on Accounting Policies and on Loans to Customers of the
Consolidated Financial Statements. Furthermore, the accounting policies relative to SPE and
securitisations have not been altered over the past 12 months.

The international financial crisis revealed structural imbalances in State expenditure in many
jurisdictions of the world, including Greece, Ireland and Portugal. As at 30 June 2017, the Group's net
exposure to Portuguese sovereign debt was 5.1 billion euros, net exposure to Italian sovereign debt was
52 million euros and net exposure to Spanish sovereign debt was 38 million euros. Of the total
consolidated public debt (9.9 billion euros), 292 million euros were recorded under the portfolio of
financial assets held for trading and at fair value through profit or loss, 9.6 billion euros under the
portfolio of financial assets available for sale and held to maturity. Further information on exposure to
Mozambican sovereign debt is presented in Note 55 to the Consolidated Financial Statements. As of June
30, 2017, exposure to Mozambican sovereign debt was 379 million euros, of which 280 million euros in
the portfolio of available-for-sale financial assets and 99 million euros in the portfolio of financial assets
held to maturity.

The Group's accounting policies are described in Note 1 of the Notes to the Financial Statements,
included in the Accounts and Notes to the Accounts of 2016. Further information on valuation of
financial assets and risk management is presented in the Notes on Financial assets held for trading and
available for sale; Hedge derivatives; Financial assets held to maturity; Fair value reserves, Other
reserves and Retained earnings; Fair value and Risk Management in the Report referred to above.
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LIQUIDITY AND FUNDING

During the first half of 2017 the consolidated wholesale funding needs of the bank decreased by
approximately 1.3 billion euros, mainly due to the share capital increase of the Bank (1.3 billion euros)
and to the reduction of the commercial gap in Portugal (-1.3 billion euros), which were partially offset
by the increase of the sovereign debt and corporate portfolio by 1.4 billion euros.

The decrease of liquidity needs involved a change in the funding structure through the full repayment of
CoCos (0.7 billion euros), the redemption of MTN (0.3 billion euros), the increased use of repos in
Portugal (by 0.8 billion euros, to a balance of 3.1 billion euros) and the decrease of collateralized
funding from the Eurosystem (by 0.9 billion euros, to 4.0 billion euros, which corresponds to the balance
of the targeted long term refinancing operations named TLTRO). It should be highlighted that the
remaining issue of covered bonds placed in the market was refinanced in June through a similar issue of
1.0 billion euros, with a five year maturity, marking the return of the bank to the medium-long term
debt market, three years after the placement of an MTN, already amortized last February.

In net terms, the funding from Eurosystem decreased by 0.8 billion euros from December 2016, to 3.6
billion euros.

The significant decrease of the exposure to the Eurosystem allowed a reinforcement of the liquidity
buffer with the ECB by 0.7 billion euros, facing December 2016 figures, to 8.4 billion euros. If on a pro
forma basis the collateral currently allocated in excess to the covered bond program (which, under the
form of an issue to be retained at the portfolio of ECB eligible assets, would allow its increase by an
amount of at least 1.0 billion euros after haircuts, assuming the use of the valuation criteria of the ECB
concerning the other retained issues), were added to the buffer, as well as a portfolio of Treasury Bills
amounting to USD 0.6 billion, its value would increase 0.8 billion euros, facing the comparable figure of
December 2016, to 9.9 billion euros.
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BCP RATINGS

In the first half of 2017, there was a significant improvement in the macroeconomic indicators for
Portugal, with the public deficit at 2.0% of the GDP for 2016, a historically low figure that enabled
Portugal to be released from the Excessive Deficits Procedure, and with the Banco de Portugal and the
IMF revising their economic growth forecasts upwards for 2017-19. Rating agencies recognised the
progress achieved, considering that there is room for an Outlook review, if not for an upgrade of the
Portuguese Republic's rating, within one year.

The Portuguese banks continued to pursue their activities within a challenging context in the first half,
with interest rates at rather low levels, which restricts financial margin and in turn profitability.
However, the conditions for the Portuguese financial system to become more stable are improving.

The rating agencies main concerns are still the high amount of Non-Performing Exposures and the ability
of Portuguese banks to return to profitability in a sustainable manner.

In the first six months of the year, all four agencies that rate the Bank confirmed their ratings, except
for S&P, which revised BCP's rating upwards. The Outlook of all the rating agencies that cover the Bank
is stable.

Moody's Standard & Poor's

Baseline Credit Assessment b2 Stand-alone credit profile (SACP) bb-
Adjusted Baseline Credit Assessment B2

Counterparty Credit Rating LT / ST Ba2/NP Counterparty Credit Rating LT / ST BB-/B
Deposits LT / ST B1/NP Senior Secured LT / Unsecured LT / ST BB-/B
Senior Unsecured LT / ST B1/NP Outlook Stable
Outlook Stable/ Negative

Subordinated Debt - MTN (P) B3

Preference Shares Caa2 (hyb) Subordinated Debt B-
Other short term debt P (NP) Preference Shares D
Covered Bonds A3

Rating Actions Rating Actions

23 January 2017 - Confirmed BCP long-term deposit and senior debt 23 February 2017 - Upgraded to 'BB-' from 'B+ the long-term
ratings at '‘B1', as well as its long-term Counterparty Risk Assessment at counterparty credit rating on BCP and affirmed 'B' short-term rating. S&P
‘Ba2' and upgraded the following ratings: (1) the Bank's Baseline Credit also raised issue ratings on BCP's senior unsecured debt by one notch to
assessment (BCA) and adjusted BCA to 'b2' from 'b3'; (2) the bank's ‘BB-' from 'B+', and its subordinated debt by two notches to 'B-' from 'CCC'.
subordinated programme ratings to ‘(P) B3' from ‘(P) Caa1l’; and (3) the The issue ratings of the preference shares remain at 'D' as BCP has not
bank's preference shares to ‘Caa2 (hyb)' from ‘Caa3 (hyb). The outlook on yet resumed the coupon payments on the preference shares. The outlook
the long-term deposit ratings is stable and on the senior unsecured debt is stable.

is negative.

Fitch Ratings DBRS

Viability Rating bb- Intrinsic Assessment (IA) BB (high)
Support 5 Critical obligations BBB/R-2(high)
Support Floor No Floor

Deposits LT / ST BB-/B Short-Term Debt LT / ST BB (high) / R-3
Senior unsecured debt issues LT / ST BB-/B Deposit LT / ST BB (high) / R-3
Outlook Stable Trend Stable
Subordinated Debt Lower Tier 2 B+ Dated Subordinated Notes BB (low)
Preference Shares B- Covered Bonds A
Covered Bonds BBB+

Rating Actions Rating Actions

11 April 2017 - Reaffirmed the LT rating of Banco Comercial Portugués 15 June 2017 - Confirmed BCP ratings, including the Issuer Rating and

at 'BB-', as well as the other BCP ratings. The Outlook is stable. Senior Long-Term Debt & Deposit Rating at ‘BB (high)' and the Short Term
Debt & Deposit rating at 'R-3', the subordinated debt rating of ‘BB (low)'
and the 'BBB/R-2 (high)' and assigned the Critical Obligations Ratings
(COR). All ratings have a Stable Trend.
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CAPITAL

CRD IV/CRR” establishes Pillar 1 capital requirements of 4.5%, 6% and 8% for CET1, Tier 1 and Total
Capital, respectively. However, under SREP® , the European Central Bank notified BCP about the need to
comply with phased-in capital ratios, during 2017, of 8.15% (CET1), 9.65% (Tier 1) and 11.65% (Total),
including 2.4% of additional Pillar 2 requirements and 1.25% of capital conservation buffer.

According to our interpretation of CRD IV/CRR to date, the CET1 estimated ratio as at 30 June 2017
stood at 13.0% and at 11.3% phased-in and fully implemented, respectively, showing a favourable
evolution regarding the 12.4% and 9.7% presented as at 31 December 2017.

The CET1 performance, in the first semester of 2017, mainly reflects:

The capital increase operation performed in February 2017 and the full reimbursement of the remaining
CoCo’s, which determined a CET1 increase of 677 million euros and a 228 million euros increase of RWA
(+166 basis points in CET1 phased-in ratio);

Despite the progression of the phase-in, which determined reductions of CET1 by 512 million euros, and
RWA by 147 million euros as at 1 January 2016 (-127 basis points in CET1 phased-in ratio);

The positive net income and the favourable evolution of fair value reserves and foreign exchange
reserves, as well as of RWA arising from the Group’s business, also contributed to the capital ratio
performance, despite the increases of both the gap of expected loss and RWA resulting from
adjustments made to internal models in advance of TRIM (Targeted Review of Internal Models).

(EUR million)
CAPITAL RATIOS (CRD IV/CRR)
30 Jun. 17 31 Dec. 16 30 Jun. 17 31 Dec. 16
Phased-in Fully Implemented
OWN FUNDS
COMMON EQUITY TIER 1 (CET1) 4,953 4,874 4,275 3,730
TIER 1 4,953 4,874 4,340 3,744
TOTAL CAPITAL 5,353 5,257 4,681 4,061
RISK WEIGHTED ASSETS 38,147 39,160 37,720 38,597
CAPITAL RATIOS (*)
CET1 13.0% 12.4% 11.3% 9.7%
TIER 1 13.0% 12.4% 11.5% 9.7%
TOTAL 14.0% 13.4% 12.4% 10.5%

® Includes the cumulative net income recorded in each period.

7 Capital Requirements Directive IV / Capital Requirements Regulation (Directive 2013/36/EU and Regulation (EU)
no. 575/2013)

8 Supervisory Review and Evaluation Process
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PENSION FUND

The Group’s responsibilities with pensions on retirement and other benefits stood at 3,056 million euros
as at 30 June 2017, comparing with 3,093 million Euros as at 31 December 2016. These responsibilities
are related with the payment to Employees of pensions on retirement or disability, and were fully
funded and kept at a higher level than the minimum set by the Banco de Portugal, presenting a
coverage rate of 115%, comparing with 112% at the end of 2016.

As of 30 June 2017 the Pension Fund’s assets reached 3,187 million euros and a positive rate of return of
3.5%, which favourably compares to the assumed actuarial rate of 2.1%.

The main asset categories in the Pension Fund’s portfolio, as of 30 June 2017 and at the end of 2016,
were as follows:

e Shares represented 13% as at 30 June 2017 decreasing from 17% as at 31 December 2016;

e Bonds and other fixed income securities decreased to 40% as at 30 June 2017, from 43% as at
31 December 2016;

e The component of Loans and advances to credit institutions and others reached 38% as at 30
June 2017 showing an increase when compared to the 31% presented at the end of 2016;

e Property represented 9% as at 30 June 2017 in line with the amount observed in the previous
year.

Structure of the Pension Fund’s portfolio as at 30 June 2017
Properties; 9%

(9%
Loansand
advancesto
credit
Bonds.and institutions and

ot.herflxed others; 38%

income
0,
securities; 40% (31%)

(43%)

Shares; 13%
(17%)

(xx%) Proportion as at 31 December 2016
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The main actuarial assumptions used to determine the pension fund’s liabilities in 2015, 2016 and first

half of 2017 are shown below:

Assumptions ‘15 ‘16 1H17

Discount rate 2.50% 2.10% 2.10%

Increase in future compensation levels 0.75% until 2017 0.25% until 2019 0.25% until 2019

1% after 2017 0.75% after 2019 0.75% after 2019

Rate of pensions increase 0% until 2017 0% until 2019 0% until 2019

0.5% after 2017 0.5% after 2019 0.5% after 2019

Projected rate of return on fund's assets 2.50% 2.10% 2.10%
Mortality tables

Men TV 73/77 - 2 years TV 88/90 TV 88/90

Women TV 88/90-3years TV 88/90-3years TV 88/90-3vyears

Disability rate
Turnover rate

Not applicable
Not applicable

Not applicable
Not applicable

Not applicable
Not applicable

In first half of 2017 an amount of 46 million euros of positive actuarial deviations, before taxes, was
recognized, of which 65 million euros referred to positive differences arising from the return on pension

fund’s assets.

At the 2016 year end the Collective Labour Agreement was revised and the respective impacts were
recognized on the consolidated profit and loss account. The changes introduced in the Collective Labour
Agreement were only formally accepted by the “Northern Trade Union” in April 2017 and therefore the
respective impact was recognized in first half of 2017.

The main indicators of the Pension Fund as at the end of 2015, 2016 and 30 June 2017 are as follows:

Main indicators ‘15 ‘16 1H17
Liabilities with pensions 3,136 3,093 3,056
Value of the Pension Fund 3,158 3,124 3,187
Value of the Extra Fund 312 324 316
Coverage rate 111% 112% 115%
Return on Pension Fund -0.8% -2.6% 3.5%
Actuarial (gains) and losses 111 303 -46

98



INFORMATION ON TRENDS

During the first six months of 2017 the Portuguese banks continued to develop their activities within a
challenging environment, in spite of the boost in economic growth. Banks are operating within a context
of very low interest rates, exerting pressure on financial margins. Moreover, the Portuguese banks have
a significant number of non-interest bearing assets on their balance sheets.

The Banco de Portugal's forecasts for the Portuguese economy in the 2017-19 time frame point towards
the recovery of economic activity at a quicker pace than in the last few years. GDP is expected to grow
on average 2.5% in 2017, 2.0% in 2018 and 1.8% in 2019. At the end of this period, GDP levels are
expected to stand slightly above the figures recorded before the world financial crisis began in 2008. In
addition, the growth rate throughout the forecast period should be higher than that of the euro area,
according to the ECB's forecasts. It is expected that, in 2017-19, the contribution provided by
investment and net exports will increase its importance in GDP growth. According to data disclosed by
INE (Portuguese Statistics Institute), in March 2017, the public deficit stood at 2.0% of GDP in 2016, the
lowest ever since joining the Euro Area and the first time it went below 3%. In addition, Portugal was
released from the Excessive Deficits Procedure.

The four rating agencies that rate the Portuguese Republic confirmed their ratings and the Outlook as
stable in the beginning of 2017.

In accordance with the Banco de Portugal, the funding operations made by the Portuguese banks with
the ECB fell to 22.3 billion euros in June 2017, consistent with the general trend since the second half of
2013. These figures show an improvement in the liquidity position of the domestic banks which has
benefited from a resilient performance from deposits, namely from individuals (-1.1% by the end of June
2017, compared with the same period of last year, with demand deposits up 12.4% and term deposits
down 6.6%, also year on year).

Moreover, the deleveraging of the Portuguese financial sector continues and the total credit to
individuals and to companies decreased 4.0% year on year, as of June 2017. The loan to deposit ratio of
the banking sector in Portugal stood under 100% by the end of June 2017 versus 128% by the end of 2012
and 158% by the end of 2010.

Loans granted by Millennium bcp have continued to diminish, in a context of deleveraging of the non-
financial sectors of the economy, resulting in a fall in demand for credit. At the same time, deposits
also continued to grow despite the fact that the bank let go of some institutional deposits, requiring a
larger remuneration, complying with a policy for the preservation of the financial margin. As the
commercial gap closes, Millennium bcp has also been reducing its use of funding from the ECB, to 3.6
billion euros in June 2017. Over the upcoming months, the expectation is that these trends will
continue, and it is highly likely that the credit/deposit ratio will continue to fall, together with the
maintenance of funding from the ECB under 4 billion euros.

The maintenance of very low money market interest rates are contributing to the decrease of the
spread on term deposits of the Portuguese banks, a trend that persisted in the first half of 2017, more
than offsetting the lower spreads for credit.

The rates of the new term deposits reached, by June 2017, values near 25 basis points, and the
portfolio's average rate should converge to these levels over the course of next year.

The price effect on the financial margin should continue to be globally positive, reflecting the
improvement of the interest margin on operations with Customers (differential between the global loan
rate and the global rate at which the banks remunerate deposits). Nevertheless, the continued
reduction in credit granted (volume effect) will probably continue to condition the financial margin.

The profitability of the Portuguese banks is expected to continue to be conditioned by the prospects of
low short term interest rates continuing to apply. Various institutions should continue to implement
restructuring plans, to increase operating efficiency and the adjustment of business models, which
translates into a decrease in the number of branches and employees and in the release of capital
allocated to non-core activities. Profitability in the banking industry is still affected by a high level of
NPEs. The profitability levels recorded by the banking system since the beginning of the financial crisis
continue to limit the capacity to generate capital internally.

The Millennium bcp Group has a relevant exposure to Poland where there are risks due to legislative
amendments that impact the Polish financial system. A proposal has been recently presented to solve
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the issue of the conversion of loans in Swiss francs in Poland and the Plan envisaged by the Polish
President received the support from the Central Bank and the supervisor. This plan implies a quarterly
contribution of up 0.5% (2% annually) on the mortgage loans in a foreign currency into a new
restructuring fund for a long period of time. The objective is to promote the conversion of the loans into
zloty.

There are still some risks connected with the economic context experienced by some African countries,
with potential impact on the Group, particularly in Angola and in Mozambique, whose economic activity
is decelerating and which faced a significant depreciation of their currencies in 2016.

The continuous improvement in core income as well as the continuation of the restructuring and
reduction of costs should play a positive role and contribute to the improvement of the 2017 results,
though conditioned by the economic picture.

Mangement is intensely focused on the stock of problematic assets and respective hedging levels, and
measures should be adopted to reduce these assets, together with other preventive measures, to be
applied within the scope of prudential supervision and targeted at new Non-Performing Loans (NPLs) so
as to foster a more pro-active management of them, including measures to remove the blocking factors
in legal, judicial and tax systems. The NPLs issue is particularly important within a European context,
conditioning the profitability of European banks, namely Portuguese. The Bank has an ongoing plan for
reducing Non-Performing Exposures (NPE) to around 7.5 billion euros at the end of 2017, which
compares to 12.8 billion euros at the end of 2013.

It is not yet possible to determine what will be the final impact of the resolution of Banco Espirito Santo
on Millennium bcp as an institution participating in the resolution fund created by Decree Law nr.31-
A/2012, of 10 February (the “Resolution Fund”). In 2016, the contributions made by the Bank to the
Resolution Fund consisted of 20% of the total contributions paid by the banking industry. The Resolution
Fund, which in turn holds the entire share capital of Novo Banco, valued on 31 December 2015 at 4.9
billion euros (consisting of 3.9 billion euros financed by a State loan, plus 700 million euros obtained by
loans granted by several banks, with the remainder funds that were already in the Resolution Fund).

In March 2017, the conditions for loans granted by the State to the Resolution Fund were altered. The
maturity of the loans was revised to December 2046, so that the annual payment by the Banks is met by
the income from the regular contribution charged to the banking sector, keeping the banks'
contributions unaltered at their current level.

The revision of the loans enables the full payment of the liabilities of the Resolution Fund, as well as
the respective remuneration, without the need to ask the banking sector for special contributions or any
other type of extraordinary contribution.

The revision of the conditions of the State loan to the Resolution Fund, though it does not alter the
banking sector's liabilities towards the Resolution Fund, represents yet another measure to ensure
financial stability, after a deep recession, and to favour the reinforcement of the capitalisation of
Portuguese banks, as well as the competitiveness of the Portuguese economy.

The European Commission agreed with the revision of the terms and conditions of the agreements and
removes the uncertainty surrounding the future annual liabilities of banks, regardless of the
contingencies that come to fall on the Resolution Fund.

After having conveyed reservations regarding the contingent capitalization obligation by the Portuguese
Resolution Fund which was announced as part of the sale agreement for Novo Banco, Millennium bcp
decided, in light of the legal deadline and as a precaution, to request the respective appreciation of this
mechanism through administrative legal proceedings.

This diligence, which centers exclusively on the referred capitalization obligation, does not comprise
the request by the Bank of, nor entail, the production of any suspending effects on the sale of Novo
Banco and, consequently, brings no legal impediment to such sale within the foreseen delays.

The Directive nr. 2014/59/EU - the Bank Recovery and Resolution Directive (BRRD) - foresees a joint
resolution regime in the European Union enabling the authorities to cope with the insolvency of bank
institutions. The shareholders and creditors will have to internalize an important part of the costs
associated with the insolvency of a bank, minimizing taxpayers' costs.

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
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Directive establishes that the institutions will have to comply with a minimum requirement for own
funds and eligible liabilities (MREL).

This new regime (MREL), 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.
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Value Added to Society
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INVOLVEMENT OF STAKEHOLDERS

The identification and the ongoing follow-up of the themes considered material by the Stakeholders of
Millennium bcp enabled the Bank to know the areas that show better performances within the scope of
Sustainability, and also enabled it to rapidly detect improvement opportunities representing a strong
contribution for the adoption of an appropriate sustainability strategy adapted to new realities,
challenges and requirements.
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IMPACT LEVEL TO MILLENNIUM BCP

The Millennium bcp Group pursues dynamic strategies appropriate to the new challenges imposed by the
different stakeholders with which it is related. The main objectives of the adopted sustainability
policies, which foster a culture of Social Responsibility, have been to positively influence the
organisation's value proposition in the long term, balanced with the well-being of the people, the
company and communities in which it operates, while preserving natural resources, the climate and the
environment.

Within this context, it is possible to divide the Bank's
intervention into three major areas: UM COMPROMISSO...

e Involvement with the external community and with the SUSTENTABILIDADE
internal community;

e Products and services that incorporate social and
environmental principles;

e Sharing sustainability principles. .

Thus, Millennium bcp assumes, as an integral part of its business
model, the commitment to create social value, developing
actions for and with several groups of Stakeholders aiming to, directly and indirectly, contribute to the
social development of the countries where it operates.

In the wake of the subscription in 2005 to the United Nations Global Compact Principles, Millennium bcp
also commits to support these 10 Principles establishing a set of values regarding human rights, labour
conditions, the environment and anti-corruption efforts. IN 2017 tyhe bank  published the
Communication on Progress (COP) in the GC Advanced Level.

The strategy of Millennium bcp is reflected in the Sustainability Plan (SP), commitments that aggregate
a number of actions to be carried out by the Bank. The definition of the actions part of the SP is based
on a balanced relation between the identified relevant material issues, the Bank's available resources
and the economic and market framework existing at the time.

SUSTAINABILITY PLAN

The Sustainability Plan 2014/17 which, through a close, transparent and consequent relation, intends to
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face the main expectations identified during the regular surveys made of the Bank's main Stakeholders
foresees, in its different aspects, the following initiatives and actions:

Sustainability Master Plan 2014 (SMP) - 2014/2017

Ethics and
professional
conduct

Enhance the ties established between Employees and the Bank's Values
Foster a culture of compliance and of strict management of risk

Publish clear policies for the prevention of corruption, for health and safety issues,
human rights and the protection of maternity

Service Quality

Implement and improve the satisfaction evaluation processes;

Create mechanisms for the immediate detection and management of improvement
opportunities in the services provided to Customers.

Accessibilities

Improve the implementation of differentiated working hours;
Enhance and promote the accessibilities made available to individuals with special needs.

Proximity and
reporting

Enhance the proximity and involvement with the Bank's Shareholders;
Improve the institutional report in the wake of Sustainability;
Make a survey to identify the Stakeholders' expectations.

Management of

Consult the Bank's Stakeholders to understand and meet their expectations

expectations Collect and implement ideas suggested by the Employees on Sustainability issues.
Identify best performances at the Customer Service level;
Motivation Support the adoption of healthy lifestyles;

Improve mechanisms to ensure greater proximity between the Employees and top
managers.

Products and

Consolidate the Bank's position in the microcredit market;

Improve the negotiation and search for solutions able to meet the increasing financial
difficulties of the Customers;

Services
Promote and launch products that observe social responsibility principles and cope with
the new environmental challenges.
Institutionalize the donation of the Bank's furniture and IT equipment to institutions in
Share and .
need;
promote . . . .
Awareness Implement social and/or environmental awareness actions common to the entire Group;
Launch a financial literacy programme transversal to the Bank.
Volunteer . . L
Actions Structure a volunteering programme for and with the participation of the Employees.

Partnerships

Develop campaigns together with non-governmental
institutions to foster a sustainable development.

organizations and charitable

Foundation
Millennium bcp

Strengthen the identity of the Millennium bcp Foundation

Social and
environmental
risk

Promote climate change awareness with corporate clients developing their activities in
sectors more exposed to risks and environmental regulations

Identify and classify Corporate Clients with greater environmental and social risks

Formalize compliance with social and environmental requisites in the relation established
with Suppliers

Environmental
performance

Enhance the measures for the reduction of consumption

Implement measures aimed at the reduction of waste and the creation of a formal
recycling process

Formalize and communicate Environmental Performance and quantitative objectives

104



VALUE ADDED TO EACH STAKEHOLDER GROUP

A SOLID BANK PREPARED FOR THE FUTURE

In the first half of 2017, the Bank recorded earnings of 89.9 million euros, benefiting from the
continuous expansion of core income, which amounted to 558.6 million euros, comparing to 437.1
million euros in the first half of 2016. Millennium bcp is one of the most efficient banks in the euro area,
with cost-to-core income and cost-to-income ratios of 45% and 43%, respectively, in the first six months
of the year. In this period of time, there was an improvement in profitability, with ROE at 3.3%.

A highlight is asset quality, reflected in the decrease in Non-Performing Exposures (NPE) in Portugal to
7.8 billion euros, as at 30 June 2017, which shows the fast descent since 2013 (1.4 billion euros a year
on average), and the maintenance of a comfortable level of liquidity, seen in the loan-to-deposit ratio
(95%) and in the balance sheet loans to funds ratio (92%). Common Equity Tier 1 ratios, according to the
fully implemented and phased-in criteria, stood at 11.3% and 13.0%, respectively.

For the first six months of 2017, BCP’s shares were up 27.8%, exceeding the performance of the
domestic benchmark index PSI 20 (+10.1%) and the European Eurostoxx 600 Banks Index (+7.1%).

ETHICS AND PROFESSIONAL CONDUCT

The Millennium bcp Group has been developing its activity in a responsible manner towards Employees,
Customers, Shareholders, Suppliers and remaining Stakeholders, always guiding its performance by
compliance with internal principles of rigour, the applicable legislation and the regulations issued by the
supervision and regulatory authorities:

e Within the scope of prevention and detection of potential money laundering and terrorism
financing situations (AML/CFT), the Compliance Office focused its actions in the first half of
2017 on the risk approach, strengthening scrutiny of account opening and analysis of
transactions and Clients, within a context of growing regulatory requirements and a more
complex business environment.

e Follow-up and participation in work groups to anticipate the impacts from the new European
legislation and promotion of initiatives for purposes of mitigating them, highlighting the work
done pursuant to the legislative initiatives known as “MiFID Il, MAR and PRIIPs”, “Personal Data
Protection” and “PSD2”.

e  Provision to the Banco de Portugal of significant amounts of information, within the scope of
the respective functions, whether on the theme of prevention - such as “Methods for the
financing of the proliferation of weapons of mass destruction” and “Terrorism financing
indicators” or on the distribution of competences within the context of governance and
monitoring of retail banking products and services.

e Development of the Programme “Third Party Risk Assessment”, pursuant to a recommendation
made by the European Union.

e Carrying out of an extended programme of internal training on "Prevention of Money
Laundering and Counter Terrorism Financing”.

e Publication of a new version of the Code of Conduct. This enshrines the main values and
conduct and corporate responsibility standards to be observed by Millennium bcp and by all
the Group companies. Within this context, and through an e-learning methodology, all the
Bank's employees and outsourcers in Portugal were made aware of the contents of the new
version of the Code of Conduct.

e To reinforce Millennium bcp's commitment towards Society, it subscribed - and published -
Millennium bcp's Tax Policy.
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SERVICE QUALITY

e  Millennium bcp continues to focus on the model of assessment of Customer experiences.
Immediately after interaction with the Bank, Customers are invited to answer a brief
questionnaire aimed at assessing Customer satisfaction with this experience with the Bank and
the corresponding level of recommendation.

e The

During the first six months of
2017, the indicator NPS (Net

Promoter  Score) -  the
difference between the
percentage of Promoter

Customers (which grade the
Bank with 8 or 9 on a scale
from 0 to 9) and the
percentage of Detractor
Clients (which grade the Bank
with 0 to 5 using the same
scale) of Millennium bcp in the
case of Prestige Clients rose
slightly, up 0.9 points from
2016, due to the increase
registered in Promoter Clients
from 64.3% to 65.5% in spite of
the slight increase in the
percentage of Detractor Clients
from 9.1%.to 9.3%.

Concerning Mass Market
Clients, the percentage of
Promoter Clients increased

1.7%, from 72.1% to 73.8%, and
the percentage of Detractor
Clients went down 0.5% to

8.9%, showing an increase of
the NPS from 62.7 to 64.9
(+2.2 points).

Also for the Business Clients of
the Retail network, the NPS
showed a positive evolution
versus 2016, reaching 55.9% in
the first half-year of 2017.
Such was due mainly to the
increase in the percentage of

Promoters by 1.1% versus
2016, to 64.4%.
Bank undertook another
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"Mystery Client” Action with 561 visits to Mass Market Branches, evaluating an "Account
Opening” scenario. Regarding the actions carried out in 2015 and 2016 on the same issue, the
percentage of fulfilment of the service choreography remained stable, at 81%. The results,
although positive, show room for improvement since the bank intends to achieve a global
percentage of compliance with the service choreography above 85%.

e In the first six months of 2017, the programme “#1 Customer Experience” continued to be in
effect. Its main objective is to ensure the conditions for providing

customers with distinctive and memorable experiences in all their

interactions with the Bank.

This programme, which began as training on behaviour and
commercial techniques for all the Employees of the commercial
network, continues in effect through systematic training called
“Training #1”, carried out in the Branches every month. The
branches that present more challenges regarding those matters are
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monitored by the Commercial Managers and by "Ambassadors #1” (Employees who stood out in
issues such as Customer service quality).

Millennium bcp continued to monitor various market studies carried out by external
companies, so as to obtain indicators to position the Bank in the sector and assess, with regard
to quality of the service provided, the Bank's image, the products and services it sells and also
Customer satisfaction and loyalty.

- One of these studies is the CSI Banca, carried out by Marktest. It is a study made every
six months and based on a structural model enabling to compare banks in aspects such as
“Image”, “Communication”, “Quality of the Products and Services”, “Competitiveness”
and “Expectations”, resulting in a Consumer Satisfaction Index. In the first six months of
2017, Millennium bcp kept the positive performance in the CSI Banca index it had
recorded in 2016 and occupies now the 2nd position among the five major banks
operating in Portugal.

The CSI Banca index is a result of two indexes, one designed to evaluate the satisfaction
of the Clients which prefer to use the Banks' branches (Index CSI Balcao) and another
which intends the evaluate the satisfaction of the Clients who prefer to use internet
banking solutions (CSI Internet Banking Index). In the CSI Balcao index, Millennium bcp is
the only one of the five major banks to show a positive evolution, increasing the distance
from the sector peers and reducing the distance versus the best ranked bank. In the CSI
Internet Banking index the major Banks operating in Portugal are aligned. Four of the five
largest banks got values between 70.0 and 70.9 (0.9 points is, thus, the value that
separates these 4 banks, where Millennium bcp is included).

- The BFin, made by DataE, focuses on the characterization of the banking industry in
Portugal, according to the companies’ perspectives, relating to products and services
made available by the Banks. In the 2017 study, Millennium bcp is the main Bank for
medium and large companies (with more than 4 employees) and the third bank in the
segment of micro-businesses, being also the main Bank for exporting companies.
Millennium bcp stands out in this study once again as the most innovative Bank with
products better adjusted to the companies and closer to the Clients.

PROXIMITY AND REPORTING

The Bank produced and published the 2016 Sustainability Report, a document which provides
not only an integrated vision of the performance of the BCP M M RELATORIO DE
Group in the Economic, Social and Environmental Areas but e 2016
also the detail relating to each one of its operations in
Mozambique, Poland, Portugal and Switzerland.

The 2016 Sustainability Report from Bank Millennium was also
made available, in this case with detailed information
regarding the operation in Poland.

Millennium bcp, besides regularly making public disclosures on
non-financial information included in the sustainability
perimeter, also answers to external, independent entities by
filling in comprehensive questionnaires on those subjects. The
participation in these external evaluation processes has
enabled the comparison of performances between companies
of the sector, as well as inclusion in Sustainability indexes.

Millennium
—Millennium

In the first six months of 2017 the Bank was included in the “European Banks Index”
Sustainability index (Standard Ethics), and continued to be part of the indexes "Ethibel
Excellence Europe” and "Ethibel EXCELLENCE Investment Register” (analyst Vigeo).

In terms of an ongoing communication flow addressed to different audiences regarding
sustainability issues and initiatives, the Bank continued to systematically disclose information,
especially focused on the diversity and frequency of the following publications:

- External communication, by regularly updating the sustainability area in the institutional
website and by means of content on social networks, Facebook and YouTube;

- Internal communication through the Bank’s corporate channels.
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MOTIVATION AND TRAINING

In order to respond to the challenges placed by the market and as a way to comply with the
legal and regulatory demands, the Bank founded in January 2016 its in-house corporate school,
the Millennium Banking Academy (MBA). This isthe first in-house academy of a Bank in
Portugal, certified by the General-Directorate of Employment and Work Relations (DGERT).

Among the training actions launched in 2017, the courses on Protocol Credit, Factoring and
Confirming, Trade Finance, Opening of a Company Account, Portugal 2020 App and Economic
and Financial Analysis for Managers of Companies and Corporates (through a partnership
established with INDEG and FEP) stand out for their significance in the affirmation of
Millennium bcp as the reference bank in the support to companies. Currently, the Bank is
preparing a workshop on Credit Decision.

Globally, in the first six months of 2017, the MBA produced 20,320 hours of training through
attendance and 33,215 hours of e-learning training addressed to Employees of Millennium in
Portugal.

Aware of the demands that being a parent implies, the Bank put into practice a Programme for
the Protection of Parenting to create the necessary conditions to enable the Employees to
achieve a better balance between work and family life.

This Programme, which already counts 335 Millennium Babies since its implementation in 2015,
contemplates a number of advantages addressed to Employees and their families, including
the possibility of having a free afternoon on the birthday of their children up to 12 years of
age, a benefit that, until the end of June 2017, has already been experienced by 2,790
Employees.

The intention of the internal programme Mil Ideias is the generation of ideas based on the
recognition of the creative force of the Employees capable of developing valuable ideas. 21
ideas were presented throughout the first six months of 2017.

PRODUCTS AND SERVICES

u]sz/M;;f::zardcarzgiwo;isu::d fr:le AI/\\QLEebnenrz:]r::) Rbeif/)ards ESTAMOS A
P . ) . . CONSTRUIR O FUTURO
rogramme of American Express - continue to foster social

aid through loyalty programmes which enable the SUSTENTABILIDADE

conversion of rebate card points into donations to
Charitable institutions, namely to Caritas Portuguesa, Liga
Portuguesa Contra o Cancro, Unicef, Casa do Gaiato,
Acreditar, Ajuda de Berco, Cerci and AMI (Reforestation of
Portugal). In the first six months of 2017, 3,400 euros were
donated, corresponding to 400 rebates.

Materializing the Bank's cultural commitment, the credit cards issued by Millennium bcp
continued to allow their holders to take advantage of the partnership with NOS movie
theatres, offering two tickets for the price of one. In the first six months of 2017, this
partnership enabled the attribution of 100,000 tickets.

Millennium bcp meets the needs of investors that consider it important to contemplate social
and environmental risk factors in their financial investments, continuing to place at their
disposal, for subscription, Responsible Investment Funds (SRl - Socially Responsible
Investing),through the online platforms of Millennium bcp and ActivoBank.

Aiming to continue to support customers struggling with financial difficulties, and to avoid
defaults, the Bank continued to promote the Financial Assistance Service (FAS). Within the
scope of FAS packs, during the first six months of 2017 there were 7,794 contracts
renegotiated (2,569 real-estate loans and 5,225 in consumer loans) with a restructuring value
of 190 million euros (162 in real estate loans and 28 in consumer loans).

Aiming to reduce the events which may foster social exclusion, Millennium bcp was one of the
banking institutions that voluntarily provided the current account - Minimum Banking Services
Account (SMB) - without associated costs. This account can be used with a debit card and
through online banking. By the end of the first half-year of 2017, the total number of SMB
accounts was 4,676.
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For Entities of the social sector, Millennium bcp has kept the Non-Profit Associations Account,
a current account with special conditions, which does not require a minimum opening amount
and is exempt from maintenance and overdraft fees. By the end of the first half-year of 2017,
there were 3,677 accounts with these characteristics.

Within the scope of the protocol established with the Instituto do Emprego e Formacao
Profissional (IEFP) and with the Mutual Guarantee Societies, the bank continued to provide
support to investment projects implying the creation of companies by unemployed people
offering them subsidized credit lines, through the: i) Microinvest Line - funded 35
entrepreneurs and with a total of 360,000 euros granted; and ii) Invest+ Line - supported 21
entrepreneurs, with a total of 794 million euros.

So as to ease the inclusion of institutions from the terciary sector in the financial system, in
2013, a protocol was signed with Instituto de Emprego e Formacao Profissional, Cooperativa
Antonio Sérgio para a Economia Social and the Mutual Guarantee Societies, defining a credit
line - Social Investe - to support the social economy. In the first six months of 2017, the Bank
maintained 9 operations in the portfolio, with a total value of 389,000 Euros.

To support Agriculture and Fishing, the bank remained available to grant funds, under the
protocol established with IFAP (Instituto de Financiamento da Agricultura e Pescas), through
the credit lines - PRODER/ PROMAR and IFAP Curto Prazo - Millennium bcp financed 110
operations totalling 8.03 million euros.

Under a protocol established between Millennium bcp and Turismo de Portugal, the Bank
continued to have a credit line which enables companies to benefit from a credit line for
projects aimed at the re-qualification of tourism undertakings and at the creation of new
tourism undertakings, restaurants and leisure activities. 5 operations were financed, totalling
1,933 thousand Euros.

Under the protocols signed with IAPMEI, PME Investimentos (Line Managing Entity) and the
Mutual Guarantee Societies to support investment projects or increase the working capital, the
Bank maintained the PME Crescimento Line active. 921 operations were financed, totalling
87.2 million euros.

The financing line INVESTE QREN - in the wake of the protocol signed with the Portuguese
State through Instituto Financeiro para o Desenvolvimento Regional (IFDR) and the Mutual
Guarantee Societies to, within the scope of the current conjuncture, support companies in the
access to bank credit whether to face treasury needs or implement investment projects,
maintained 24 operations in the portfolio, with a total amount financed currently at 221
million Euros.

The Bank also made available the - Line IFD Garantia 2016-2020 -, a protocol established
between Millennium bcp, the Instituicao Financeira de Desenvolvimento (IFD) and the Mutual
Guarantee Societies that created a Credit Line with mutual guarantee to finance projects to
be implemented in mainland Portugal to help reinforce the entrepreneurial capacity of the
SME for the development of goods and services that are innovative in terms of processes,
products, organization or marketing. In the first six months of 2017, the Bank kept 8
operations in the portfolio, with a total value of 1.19 million euros.

The Contact Centre, a channel with great accessibility and close to Clients within the scope of
their daily bank relation, enables Clients to access a wide range of bank services in extended
working hours, 24/7, 365 days/year by phone. The foreign community resident in Portugal has
available an automated and personalized customer service in English and Spanish. With the
objective of making an ongoing monitoring of the quality of the service provided there is also a
survey at the end of the phone conversation, and the results enable improvements in the
processes and direct the training actions to address the issues that are deemed critical at each
moment. In the first six months of 2017, the indicator NPS (Net Promoter Score) was 85 points.

Within the scope of safety, the Bank continues to regularly disclose contents to its Clients,
mainly alerting to the operations made in the remote channels and self-banking, particularly:
i) Safety Newsletter, issued every three months which addresses issues regarding the safe use
of the internet and of the millenniumbcp.pt website; ii) millenniumbcp.pt has an area
devoted to the safe use of internet and of the Bank's remote channels, and iii) Online Safety
Forum in collaboration with the Portuguese Banking Association, in the regular publication of
contents that increase Customer awareness of security issues, in particular the use of internet
and mobile banking.
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MICROCREDIT

During the first six months of 2017, Millennium bcp, as part of its Social MICROEMPREENDEDORES
Responsibility policy, strengthened its commitment to the microcredit ~CONTAM CONNOSCO

activity. The current economic context continues to be perceived by
the Bank as an opportunity to provide support to all those who have an
entrepreneurial mind and a feasible business idea, providing them with
help to create their own businesses.

Within this scope, the main strategic priorities of microcredit were
based on the disclosure of this type of funding and on the promotion of
an entrepreneurial spirit in the different regions of Portugal, in order to

strengthen the leading position of Millennium bcp in this area.

For that purpose, the Bank carried out 39 informative sessions, participated in 13 Entrepreneurial Fairs
and held 358 meetings with Municipalities, Parishes, CLDS 3G universities, professional schools and other
entities that develop their activities near the target population. These initiatives, articulated with the
Bank's retail network, enabled performance synergies. From these, highlights include:

Protocols established with the Municipalities of Calheta, Odivelas and Rio Maior, the parishes
of Areeiro and Penha de Franca and with Madan - Parque Incubacao de Empresas and
NovAlmadaVelha - Agéncia de Desenvolvimento Local, Novos Percursos and Universidade
Atlantica;

Participation, as speakers on Microcredit, in the Masters in Social and Solidarity Economy from
ISCTE, the Technical and Professional School of Mafra and in several workshops on
“Entrepreneurship and Microcredit”, namely in Braga, Matosinhos, Porto, Abrantes, Rio Maior,
Bombarral, Setubal and Madeira;

Participation in the Entrepreneurship Event promoted by the Representation of the European
Commission in Portugal and, as jury, in the National Centre for the Support of the Emigrant
promoted by the Cabinet for the Support to the Migrant Entrepreneur of the High Commission
for Migrations;

Presence at the first Entrepreneurial Fairs of Amadora, Entroncamento, Palmela and Vila Nova
de Gaia.

SHARE AND PROMOTE AWARENESS

Participation in the 4th edition of Marketplace Lisbon, a social market drawing together
companies, local authorities and non-profit institutions, where the participants display their
offers and needs, promoting a sharing of knowledge and experiences which give rise to the
exchange of goods and services. Millennium bcp, which was present for the third time at this
event, established 6 agreements for donation of material with different social solidarity
institutions and has provided support, in these three editions, to a total of 25 institutions.

Regular support to institutions through the donation of IT equipment and office furniture that
is no longer used, but is in condition to be reused. Currently, the Bank has a protocol signed
with Entreajuda, the main beneficiary. In the first six months of 2017, the Bank donated over
1,147 items of IT equipment and furniture to 49 institutions, 226 of which went to Entreajuda.

The “Portugal Restaurant Week” event, which counted once again with the participation of
Millennium bcp, enabled the attribution of financial support to the solidarity institutions
Acreditar and Casa Mimar. With the donation of one euro per each menu Restaurant Week
consumed, the amount donated exceeded 20,000 euros.

Millennium bcp participated for the 4th time in the annual
edition of the ECO Movement - Companies against Wild Fires, a  mjLLENNIUM BCP NA PREVENCAO
civil society project that aims to contribute to the prevention  DOSINCENDIOS FLORESTAIS

of forest fires and raise public awareness on risky behaviour.

SUSTENTABILIDADE M
Culturally speaking, highlights include the Festival ao Largo,
which every year presents on stage at Largo de Sao Carlos a 4 ECO
series of free shows with the best of opera, ballet and
symphonic music. This action intends to take art to a wider \ ; E%"S%SRAE

0OS FOGOS

public, thus contributing to the cultural enrichment of the
country.
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Millennium bcp has, for certain periods of time,
provided a location in Tagus Park for charitable
organisations to collect funds and promote their
activties. In the first six months of 2017, an example
of this practice is the CERCI Oeiras Pirilampo Magico
2017 (for disabled children).

PAPEL POR
ALIMENTOS 2017
The Bank has also been organizing, supporting and SUSTENTABILIDADE
following up internal solidarity actions that promote a
culture of proximity and add social value and are also a
significant contribution for the materialization of the Social
Responsibility Policy in Portugal. Among these initiatives,
which received a special boost from the Direct Banking, ‘
Retail Marketing, Operations, Quality and Network Support rTTTAIT

and Credit Recovery Divisions, highlights include the “paper w\—d

for Food 2017" campaign, the goal of which was to collect used paper in favour of the Food
Bank. Some 3 tons of paper were collected.

Support to external solidarity initiatives, namely the project “Vela Sem Limites”, an initiative
from the Clube Naval de Cascais which enables 60 disabled individuals to regularly practice
sailing and many others to have their first sea experience.

Due to the numerous wildfires that affected the country throughout the entire summer,
causing considerable human and material damages, Millennium bcp placed at the disposal of
customers whose homes were damaged by thefires a number of special conditions, namely
within the scope of mortgage loans. The bank also created the a solidarity account to
raisefunds to help the victims of the wild fires.

In terms of financial management and financial literacy, Millennium bcp contributed to
increase the level of financial literacy and the adoption of adequate financial behaviour,
helping customers with their family budgets:

The promotion, on the institutional website, of instruments - Savings Centre, Finance
Manager and the Kit for unexpected expenses - which, despite being independent tools,
have the same purpose: to help customers manage their personal budgets. In the M
Videos area of the website it is also possible to find tutorials and savings suggestions;

On the Mais Millennium Facebook page the Bank regularly shares content related with
financial planning;

The Bank also participated in the Work Group of the Portuguese Banking Association,
together with several financial institutions and the Instituto de Formacado Bancaria,
whose mission is to develop and support initiatives for the promotion of the financial
education of all citizens. An example of the activity developed in 2017 is the promotion
of the “European Money Week” (EMW), launched by the European Banking Federation
(EBF), which counted with the participation of 30 countries, and was promoted in
Portugal by APB, during the month of March, together with Instituto de Formacao
Bancaria and in partnership with Junior Achievement. During the European Money Week,
Millennium bcp received a group of students who had the possibility of learning about the
"backstage” of the institution, as well as a meeting with the Bank's CEO.

VOLUNTEER ACTIONS

The Bank continued its collaboration with Junior Achievement Portugal (JAP), initiated in
2005, regarding the development of programmes targeted at entrepreneurial spirit, taste for
risk, creativity and innovation, through: i) the sponsorship by Fundacao Millennium bcp for the
StartUp Programme (9th Edition) for university students; and ii) of Millennium bcp, in the
support for programmes for basic and secondary education.

During the 2016/2017 school year, 46 volunteers of Millennium bcp monitored more than 889
students from 38 schools in the various programmes of Junior Achievement Portugal, in a total
of 491 hours of corporate volunteer work.

The Bank (Employees and their families) continued to participate in the regular collection of
food for the Portuguese Food Bank. Together, about 80 volunteers, employees and their
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families, gave, in May 2017, their charitable contribution at 7 of the warehouses of the Food
Bank in the country, weighting, separating and packing the donated goods.

PARTNERSHIPS

e The Bank also remained close to universities, creating conditions for the establishment of
academic internships. During the first six months of 2017, 39 students had the opportunity to
put into practice the knowledge acquired in an academic internship and all interns were
assisted by experienced tutors who guided them in the learning process.

e During the first six months of 2017 the Bank promoted 70 professional internships, to provide
through this contact with the professional life an opportunity for the professional and personal
enrichment of these young people which is distinctive and able to enhance their future
employability.

THE MILLENNIUM BCP FOUNDATION

The Millennium bcp Foundation provides financial aid to cultural,
scientific and social initiatives which, in the scope of patronage M
and institutional social responsibility, are aligned with the values
of Millennium bcp and simultaneously satisfy some of the major

needs identified in these three areas in Portugal and in other countries where Millennium bcp develops
its activity.

Through June 2017, the Foundation supported several projects, from which we highlight, in the realm
of Culture - the main vocation of the Foundation - particularly the preservation and disclosure of the
Bank's art heritage, the following ones, which were free of charge:

e The Archaeological Centre of Rua dos Correeiros (NARC), with guided tours, which received
5,912 visitors in this period of time;

e Exhibitions in the Millennium Gallery such as the “Unspoken Dialogues”, with 3,531 visitors, “A
Pressdo da Luz - Alvaro Siza por Nuno Cera”, with 1,388 visitors. Within the scope of “Lisboa
2017 - Capital Ibero-Americana para a Cultura”, three exhibits were organized by each one of
the floors of the Gallery: "ltacoaria - Cicatriz de Tordesilhas”, by Rigo (Portugal); “O Tempo
Desenhado: Iconografias de um Povo Amerindio da Amazonia”, by Pedro Niemeyer Cesarino

(Brazil) and “Archivo Alexander Von Humboldt”, by Fabiano V/
UNSPOKEN

Kueva (Equator), which received 456 visitors until the end

of June. = DIALOGUES

e In the promotion of museum activities, recovery of cultural
heritage and other cultural initiatives, highlights include:

Museu Nacional de Arte Antiga (MNAA) - support to the
purchase of a multimedia table, for the Library, the
Capela das Albertas and to the making of a light,
sound and performance show, in collaboration with
Chapito, inspired by the fall of the sculpture of the
Archangel S. Michael;

COM O APOIO
DA FUNDACAO

National Coach Museum - support to the Exhibit "300 anos Embaixada D. Joao V*;

Museu Nacional de Arte Contemporanea- Museu do Chiado (MNAC), the Portuguese
museum of contemporary art: support for the exhibition "Seducao Modernidade” and for
the activities carried out by the Museum;

Museu Nacional Grao Vasco - support for exhibitions;
Cupertino de Miranda Foundation - support for the "Museu Papel Moeda";
Palacio Nacional de Mafra - Conservation and restoration of the palace;

Regional Department for Northern Culture - support for the recovery of churches in the
historical centre of Oporto;

Isto ndo € um Cachimbo (Association) - Map of the Contemporary Arts in Lisbon;

Directorate-General for the Arts - Portuguese Representation at the Venice Biennale
2017;
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Lisbon Architecture Triennale - joining the Open House initiative, opening the Millennium
bcp building at Rua Augusta for guided tours.

Fundacao da Juventude - support for the contest "Martelinhos de S. Joao 17", as well as
for the 2nd Millennium Research Scholarships Programme on Towns and Architecture and
to the contest of Arts and Talents;

Out of The Wall - support to the Educational Programme of the Exhibit “Leonardo da
Vinci - As Invencées do Génio”, exhibited at the Congress Centre of Alfandega do Porto;

Federation of Friends of the Museums of Portugal - support for the award Reynaldo dos
Santos - for the best exhibit of 2016 in a Portuguese museum;

Church of Nossa Senhora de Fatima - support for the "Corpo de Deus" procession;

Arvore - Cooperative of Artistic Activities - support for a cycle of nine conferences under
the theme "Culture and Citizenship”.

e Regarding Education and Scientific Research examples include the following initiatives:

A scholarship programme from the Fundacao Millennium bcp, aimed at students from
Portuguese-speaking African countries and from Timor;

Universidade Catolica Portuguesa - Faculdade de Ciéncias Econdmicas e empresariais -
Scholarships for the Lisbon MBA;

Universidade Catdlica Portuguesa - Instituto de Estudos Politicos - Support for the chair
on European Law;

Universidade Catolica Portuguesa - Health Sciences Institute: Pedipedia project,
development of an online encyclopaedia, a pedagogical resource to support clinical
practices and training in child health care; recipients are health professionals, parents
and care providers, children and teenagers from the Portuguese-speaking community;

Casa da América Latina - Chair Casa da América Latina / Fundacao Millennium bcp -
creation of a Guest Lecturer position for one physician at the Instituto de Higiene e
Medicina Tropical to provide lectures on malaria;

Fundacao Rui Osodrio de Castro: attribution of an award for scientific investigation in the
area of paediatric oncology; The award Rui Osorio de Castro Millennium bcp was created
to foster the development of innovative projects and initiatives in this area, to promote
better care for children with an oncologic disease;

Associacao Empresarios pela Inclusdo Social (EPIS) - Educational project for social
inclusion, programme “Mediators for academic success”. In 2017, the programme was
extended to a greater number of locations, reaching a higher number of students;

Instituto Camoes - Award for the best student in the Portuguese language 2017.

e  Within the scope of Social Solidarity, the Foundation supported, up to this date, actions from
different entities, of which highlights include:

Association to support the blind and visually impaired of the Braga District - support for
its activities;

Associacao Portuguesa de Familias Numerosas (APFN) - (Portuguese Association for Large
Families) "Observatory of Family Responsible Municipalities”, a project that intends to
distinguish the municipalities that, by adopting family/employees oriented measures,
stand out for the best practices adopted;

Vida Norte - Associacdo de Promocao e Defesa da Vida e da Familia (Association for the
defence of Life and Family) - support to the activities carried out by the institution that
helps young mothers in need;

AESE- Higher Education Management Studies Association: Programa GOS - Gestao de
OrganizacOes Sociais (Management of Social Organizations) - programme developed in
partnership established between the AESE - Escola de Direcdao de Negdcios and
ENTRAJUDA. The programme aims to improve the management actions undertaken by the
senior staff of IPSS through training actions addressed to their governing bodies;

Fundacao Portuguesa de Cardiologia - Support for the Month of the Heart which took
place in May, this year under the theme "The heart in sports”;
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Lar de Criancas Bom Samaritano - Support for the programmes to provide therapeutic
help in mental health for children and young people;

FAMSER - Associacdo de Apoio Familias Desfavorecidas - Projeto GPS - Gerar, Percorrer e
Socializar, a specialized residential foster home located in Castro Verde, capable of
assisting 30 young people;

Parish of Lumiar - Programme Lumiar Cidade das Criancas (Lumiar City of Children) a
temporary project involving several activities in the area of education and citizenship,
focused on road safety and environmental responsibility.
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ENVIRONMENTAL IMPACT

Within the scope of the energy management policy and of the MOVIMENTO
programme for the rationalization of consumption in Portugal, we  MOBILIZAR DIGITAL
need to point out the good performance recorded in the first six

months of 2017 in terms of optimization of the Bank's energy m
consumption - in line with the one recorded in the last few years, -2 @ = Q @
in terms of both office buildings and branches. ) '

o
§i ]
This improvement is visible in a slight decrease (1.03%) of the Q o @ o
global energy consumption versus the same period of 2016 (the - o
reduction goal for 2017 is 3%), corresponding to a 266 MWh m Q¢
decrease in the consumption of electricity and around 104 fewer ¢ e
tons of CO2.
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This ongoing reduction, the tangible and measurable result of the improvement process the
bank is pursuing, is based on a strategy targeted at sustainability and the adequate
management of the resources available but also on the materialization of energy efficiency
measures, of which are an example some of the actions currently under way or planned:

Production of Energy - installation of a PV central in Taguspark, which will enable to
reduce the amount paid to the energy provider. This initiative brings enormous benefits
in terms of the reduction of CO2 emissions, as it is a way of producing clean energy and
helps to decentralize the generation of energy, placing it near the place where it is
consumed. With this measure, the Bank consolidates its role as an energy producer since
it already produces energy through co-generation in Taguspark;

Lighting - Replacement of fluorescent lighting by LED technology with the improvement
of the lighting levels and the reduction of the consumption of energy in most facilities of
Taguspark. This measure will enable to improve work conditions and reduce the
consumption of energy in lighting by almost 50%;

AVAC Systems - incorporation of a variation of velocity in the ventilation systems of
several buildings in Taguspark. This measure will enable to reduce energy consumption in
ventilation of the AVAC system of these buildings by 30% - 40% and the automation of the
functioning of the power stations of several buildings in Taguspark. This measure will
enable the autonomous and independent functioning of both the thermal energy central
and the respective hydraulic pumps, since the system will only work when there is the
need to improve the thermal comfort;

Power Systems - installation of capacitor banks in several branches to compensate the
power factor. This measure, apart from the natural benefits in terms of the reduction of
costs with reactive energy will provide an additional benefit from the improvement of
the building's energy efficiency, since losses of active energy will be smaller in each one
of the buildings intervened;
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- Monitoring consumption, as a form of defining a stricter energy policy according to
specific consumption profiles.

Continuance, through regular communication actions, of the internal campaign - Reduction of
Consumptions/ Environmental Signs. This initiative, which mainly focuses on the consumption
of water, energy and paper, intends to contribute to the optimization of the Bank's operating
costs, improve its environmental performance and increase the identification of the Employees
with the organization through the incentive regarding the adoption of behavioural practices
enabling a more rational use of these resources.

The Green IT programme, promoted by the IT Division, was also continued, and covers a series
of actions designed to identify measures and solutions that are reflected in technological and
environmental gains. It was within this context that the bank consolidated the use of
webcasting tools (4,441 sessions during the first six months of 2017) and the number of local
printing continued to fall (2% less in relation to the same period in 2016), results which
allowed the bank to continue to pursue a culture of sustainable habits as strictly required in
terms of functional needs, reducing costs and waste, and optimising consumption.

Within the scope of the technological projects, one must point out the extension of the
project "GO P@perless” to new processes, continuing the dematerialisation of operations as a
way to innovate and optimise processes, using solutions of electronic production and signing of
documents, already available in all Bank Branches. In the first half of 2017 it was possible to
reduce more than 9,830 thousand prints in Branch's equipment, corresponding to an 18.8%
decrease compared with the same period of 2016.

The bank also encourages the accession to the basic
digital elements, through the a digital “check-up” (e-
mail, e-statement, website and APP). This way, the
number of Mass Market Customers with e-statement grew
11% versus December 2016. The dynamic performance of
the Branches near the Clients also benefits from the new
Digital Ombudsman who, in every Branch, is responsible
for systematically promoting the use of the Bank's digital
solutions.

Millennium bcp thus continues to contribute to cutting
the use and circulation of paper, on the one hand through ¢ Tty
regular communication/information actions on the advantages of documental
dematerialisation, and on the other hand, through the promotion and execution of
programmes of migration to digital solutions.

It was within this context that Millennium bcp joined MUDA - Movimento pela Utilizacao Digital
Ativa, with the objective of contributing for the increase use of digital by the Portuguese
people within a joint effort that, in addition to the Portuguese State, also involves companies,
associations and universities.
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Regulatory Information
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CONSOLIDATED FINANCIAL STATEMENTS FOR THE

HALF-YEAR OF 2017

BANCO COMERCIAL PORTUGUES

Condensed Consolidated Balance Sheet as at 30 June 2017 and 2016 and 31 December 2016

30 June 31 December 30 June
2017 2016 2016
(Thousands of Euros)
Assets
Cash and deposits at central banks 1,650,857 1,573,912 2,178,315
Loans and advances to credit institutions
Repayable on demand 491,497 448,225 415,547
Other loans and advances 895,899 1,056,701 1,389,207
Loans and advances to customers 48,065,976 48,017,602 49,186,077
Financial assets held for trading 973,978 1,048,797 1,234,270
Other financial assets held for trading
at fair value through profit or loss 141,973 146,664 144,946
Financial assets available for sale 12,384,733 10,596,273 11,023,430
Assets with repurchase agreement 15,419 20,525 10,561
Hedging derivatives 113,860 57,038 115,022
Financial assets held to maturity 451,254 511,181 419,025
Investments in associated companies 596,005 598,866 558,736
Non current assets held for sale 2,223,967 2,250,159 1,906,134
Investment property 12,293 12,692 133,228
Other tangible assets 487,425 473,866 475,150
Goodwill and intangible assets 164,293 162,106 194,975
Current tax assets 7,576 17,465 36,113
Deferred tax assets 3,165,443 3,184,925 2,767,402
Other assets 1,181,290 1,087,814 879,395
73,023,738 71,264,811 73,067,533
Resources from credit institutions 9,373,181 9,938,395 11,228,648
Resources from customers 50,635,749 48,797,647 48,762,037
Debt securities issued 3,121,425 3,512,820 4,018,060
Provisions 339,096 321,050 290,491
Subordinated debt 850,603 1,544,555 1,659,530
Current tax liabilities 8,912 35,367 18,151
Deferred tax liabilities 1,635 2,689 1,722
Other liabilities 981,941 915,528 977,325
Total Liabilities 66,078,026 65,999,630 68,053,888
Share capital 5,600,738 4,268,818 4,094,235
Treasury shares (279) (2,880) (3,671)
Share premium 16,471 16,471 16,471
Preference shares 59,910 59,910 59,910
Other capital instruments 2,922 2,922 2,922
Legal and statutory reserves 252,806 245,875 245,875
Fair value reserves (23,262) (130,632) (52,122)
Reserves and retained earnings (51,314) (102,306) (7,725)
Net income for the period attributable to Shareholders 89,928 23,938 (197,251)
Total Equity attributable to Shareholders of the Bank 5,947,920 4,382,116 4,158,644
Non-controlling interests 997,792 883,065 855,001
Total Equity 6,945,712 5,265,181 5,013,645
73,023,738 71,264,811 73,067,533
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BANCO COMERCIAL PORTUGUES

Interim Condensed Consolidated Income Statements
for the six months periods ended 30 June 2017 and 2016

30 June
2017

30 June

2016

Interest and similar income
Interest expense and similar charges
Net interest income

Dividends from equity instruments

Net fees and commission income

Net gains / (losses) arising from trading and
hedging activities

Net gains / (losses) arising from available for
sale financial assets

Net gains from insurance activity

Other operating income / (costs)

Total operating income

Staff costs
Other administrative costs
Depreciation

Operating costs

Operating net income before provisions and impairments

Loans impairment

Other financial assets impairment

Other assets impairment

Goodwill impairment for subsidiaries

Goodwill impairment for associated companies
Other provisions

Operating net income

Share of profit of associates under the equity method
Gains / (losses) from the sale of subsidiaries and other assets
Net (loss) / income before income tax

Income tax
Current
Deferred
Net (loss) / income after income tax from continuing operations
Income arising from discontinued operations

Net income after income tax

Attributable to:
Shareholders of the Bank
Non-controlling interests
Net income for the period

Earnings per share (in euros)
Basic
Diluted

(Thousands of Euros)

956,582 965,476
(278,083) (364,672)
678,499 600,804

1,605 5,804
330,324 320,331
58,596 74,564
31,308 108,259
2,713 2,748
(85,869) (86,328)
1,017,176 1,026,182
241,480 273,686
182,609 184,885
26,119 25,480
450,208 484,051
566,968 542,131
(304,990) (618,678)
(31,926) (171,996)
(61,267) (13,971)
(4) (2,512)
(9,006) -
(8,109) (9,472)
151,666 (274,498)
35,104 37,716
(3,466) (4,480)
183,304 (241,262)
(54,548) (56,447)
11,109 134,748
139,865 (162,961)
1,250 45,227
141,115 (117,734)
89,928 (197,251)
51,187 79,517
141,115 (117,734)
0.015 (0.329)
0.015 (0.329)
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GLOSSARY OF THE PERFORMANCE ALTERNATIVE MEASURES

Balance sheet total customer funds - debt securities and customer deposits.

Capitalisation products - includes unit linked saving products and retirement saving plans (“PPR”, “PPE”
and “PPR/E”).

Commercial gap - total loans to customers net of BS impairments accumulated for risk of credit minus on-
balance sheet total customer funds.

Core income - net interest income plus net fees and commission income.

Core net income - corresponding to net interest income plus net fees and commission income deducted
from operating costs.

Cost of risk, gross (expressed in bp) - ratio of impairment charges accounted in the period to loans to
customers (gross).

Cost of risk, net (expressed in bp) - ratio of impairment charges (net of recoveries) accounted in the
period to loans to customers (gross).

Cost to core income - operating costs divided by core income (net interest income and net fees and
commission income).

Cost to income - operating costs divided by net operating revenues.

Coverage of credit at risk by balance sheet impairments - total BS impairments accumulated for risks of
credit divided by credit at risk (gross).

Coverage of credit at risk by balance sheet impairments and real and financial guarantees - total BS
impairments accumulated for risks of credit plus real and financial guarantees divided by credit at risk
(gross).

Coverage of non-performing loans by balance sheet impairments - total BS impairments accumulated for
risks of credit divided by NPL.

Credit at risk - definition broader than the non-performing loans which includes also restructured loans
whose changes from initial terms have resulted in the bank being in a higher risk position than previously;
restructured loans which have resulted in the bank becoming in a lower risk position (e.g. reinforced
collateral) are not included in credit at risk.

Credit at risk (net) - credit at risk deducted from BS impairments accumulated for risks of credit.

Credit at risk (net) ratio - credit at risk (net) divided by loans to customers deducted from total BS
impairments accumulated for risks of credit.

Credit at risk ratio - credit at risk divided by loans to customers (gross).
Debt securities - debt securities issued by the Bank and placed with customers.

Dividends from equity instruments - dividends received from investments in financial assets held for
trading and available for sale.

Equity accounted earnings - results appropriated by the Group related to the consolidation of entities
where, despite having a significant influence, the Group does not control the financial and operational
policies.

Loan to Deposits ratio (LTD) - Total loans to customers net of accumulated BS impairments for risks of
credit divided by total customer deposits.

Loan to value ratio (LTV) - Mortgage amount divided by the appraised value of property.

Net interest margin (NIM) - net interest income for the period as a percentage of average interest earning
assets.

Net operating revenues - net interest income, dividends from equity instruments, net commissions, net
trading income, equity accounted earnings and other net operating income.

Net trading income - net gains/losses arising from trading and hedging activities, net gains/losses arising
from available for sale financial assets, net gains/losses arising from financial assets held to maturity.

Non-performing exposures (NPE, according to EBA definition) - Non-performing loans and advances to
customers more than 90 days past-due or unlikely to be paid without collateral realisation, even if they
recognised as defaulted or impaired. Considers also all the exposures if the on-BS 90 days past due reaches
20% of the outstanding amount of total on-BS exposure of the debtor, even if no pull effect is used for
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default or impairment classification. Includes also the loans in quarantine period over which the debtor has
to prove its ability to meet the restructured conditions, even if forbearance has led to the exit form
default or impairments classes.

Non-performing loans (NPL) - Overdue loans more than 90 days including the non-overdue remaining
principal of loans, i.e. portion in arrears, plus non-overdue remaining principal.

Non-performing loans ratio - Loans more than 90 days overdue and doubtful loans reclassified as overdue
for provisioning purposes divided by total loans (gross).

Operating costs - staff costs, other administrative costs and depreciation.

Other impairment and provisions - other financial assets impairment, other assets impairment, in
particular provision charges related to assets received as payment in kind not fully covered by collateral,
goodwill impairment and other provisions.

Other net income - net commissions, net trading income, other net operating income, dividends from
equity instruments and equity accounted earnings.

Other net operating income - other operating income, other net income from non-banking activities and
gains from the sale of subsidiaries and other assets.

Overdue and doubtful loans - loans overdue by more than 90 days and the doubtful loans reclassified as
overdue loans for provisioning purposes.

Overdue and doubtful loans (net) - overdue and doubtful loans deducted from BS impairments
accumulated for risks of credit.

Overdue and doubtful loans (net) ratio - overdue loans and doubtful loans (net) divided by loans to
customers deducted from total BS impairments accumulated for risks of credit.

Overdue and doubtful loans coverage by BS impairments - BS impairments accumulated for risks of credit
divided by overdue loans and doubtful loans (gross).

Overdue and doubtful loans ratio - overdue and doubtful loans divided by loans to customers (gross).
Overdue loans - loans in arrears, not including the non-overdue remaining principal.

Overdue loans by more than 90 days coverage ratio - total BS impairments accumulated for risk of credit
divided by total amount of loans overdue with instalments of capital and interest overdue more than 90
days.

Overdue loans coverage ratio - total BS impairments accumulated for risks of credit divided by total
amount of overdue loans.

Return on average assets (Instruction from the Bank of Portugal no. 16/2004) - Net income (before tax)
divided by the average total assets.

Return on average assets (ROA) - Net income (before minority interests) divided by the average total
assets.

Return on equity (Instruction from the Bank of Portugal no. 16/2004) - Net income (before tax) divided
by the average attributable equity + non-controlling interests.

Return on equity (ROE) - Net income (after minority interests) divided by the average attributable equity,
deducted from preference shares and other capital instruments.

Securities portfolio - financial assets held for trading, financial assets available for sale, assets with
repurchase agreement, financial assets held to maturity and other financial assets held for trading at fair
value through net income.

Spread - increase (in percentage points) to the index used by the Bank in loans granting or fund raising.

Total customer funds - balance sheet customer funds, assets under management and capitalisation
products.

Porto Salvo, 30 September 2017
The Board of Directors
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BANCO COMERCIAL PORTUGUES

Interim Condensed Consolidated Income Statemer
for the six months periods ended 30 June 2017 an@2¢

Interest and similar income
Interest expense and similar charges

Net interest income

Dividends from equity instruments
Net fees and commissions income
Net gains / (losses) arising from trading anddireg activities

Net gains / (losses) arising from financial ésseailable for sal

Net gains from insurance activity
Other operating income / (costs)

Total operating income

Staff costs
Other administrative costs
Amortizations and depreciations

Total operating expenses

Operating net income before provisions iamgairments

Loans impairment

Other financial assets impairment

Other assets impairment

Goodwill impairment of subsidiaries

Goodwill impairment of associated companies
Other provisions

Net operating income / (loss)

Share of profit / (loss) of associates underetpgity method
Gains / (losses) arising from the sale of subsigs and
other assets

Net income / (loss) before income taxes
Income taxes
Current
Deferred

Income / (loss) after income taxes fromtoanng operations

Income arising from discontinued or discontirguoperations
Net income / (loss) after income taxes

Net income / (loss) for the period attributable to:
Shareholders of the Bank
Non-controlling interests

Net income / (loss) for the period

Earnings per share (in Euros)
Basic

Diluted

CHIEF ACCOUNTANT

30 June 30 June
Notes 2017 2016
(Thousands of Euros)
3 956,582 965,476
3 (278,083) (364,672)
678,499 600,804
1,605 5,804
5 330,324 320,331
6 58,596 74,564
7 31,308 108,259
2,713 2,748
8 (85,869) (86,328)
1,017,176 1,026,182
9 241,480 273,686
10 182,609 184,885
11 26,119 25,480
450,208 484,051
566,968 542,131
12 (304,990) (618,678)
13 (31,926) (171,996)
27 and 32 (61,267) (13,971)
30 4 (2,512)
26 0as) -
14 (8,109) (9,472)
151,666 (274,498)
15 35,104 37,716
16 (3,466) (4,480)
183,304 (241,262)
31 (54,548) (56,447)
31 11,109 134,748
139,865 (162,961)
17 1,250 45,227
141,115 (117,734)
89,928 (197,251)
44 51,187 79,517
141,115 (117,734)
18
0.015 (0.329)
0.015 (0.329)

THE EXECUTIVE COMMITTEE

See accompanying notes to the interim condensesbtidated financial statements.



BANCO COMERCIAL PORTUGUES

Interim Condensed Consolidated Statements of Comphensive Income
for the six months periods ended 30 June 2017 an@®6

30 June 2017

(Tusands of Euros)

Attributable to

Continuing operations Discontinued or discontinuipgrations Non-
Shareholderscontrolling
Gross value  Taxes Net value Gross value Taxes Net value Total of the Bank interes
Net income / (loss) for the period 183,304 (43,439) 139,865 1,250 - 1,250 141,115 89,928 51,187
Iltems that may be reclassified
to the income statement
Fair value reserves 151,684 (34,301) 117,383 - - - 117,383 107,370 10,013
Exchange differences arising on consolidation 68,766 - 68,766 - - - 68,766 22,403 46,363
220,450 (34,301) 186,149 - - - 186,149 129,773 56,376
Items that will not be reclassified
to the income statement
Actuarial gains for the period
BCP Pensions Fund 45,924 (3,966) 41,958 - - - 41,958 41,958 -
Other subsidiaries and associated companies (11,895 - (1,895) - - - (1,895) (1,895) -
44,029 (3,966) 40,063 - - - 40,063 40,063 -
Other comprehensive income / (loss) for the period 64,279 (38,267) 226,212 - - - 226,212 169,836 56,376
Total comprehensive income / (loss) for the period 47,483 (81,706) 366,077 1,250 - 1,250 367,327 259,764 107,563
30 June 2016 (Tusands of Euros)
Attributable to
Continuing operations Discontinued or discontinudpgrations Non-
Shareholderscontrolling
Gross value  Taxes Net value  Gross value Taxes Net value Total of the Bank interes
Net income / (loss) for the period (241,262) 78,301 (162,961) 50,355 (5,128) 45,227  (117,734) (197,251) 79,517
Items that may be reclassified
to the income statement
Fair value reserves (119,920) 29,333 (90,587) (4,902) 1,471 (3,431) (94,018) (75,372)  (18,646)
Exchange differences arising on consolidation (146D),0 - (160,042) 80,575 - 80,575 (79,467) (47,650)  (31,817)
(279,962) 29,333 (250,629) 75,673 1,471 77,144  (173,485) (123,022)  (50,463)
Items that will not be reclassified
to the income statement
Actuarial losses for the period
BCP Pensions Fund (188,987) 46,916 (142,071) - - - (142,071) (142,071) -
Other subsidiaries and associated companies 223 - 223 - - - 223 223 -
(188,764) 46,916 (141,848) - - - (141,848) (141,848) -
Other comprehensive income / (loss) for the period468(726) 76,249 (392,477) 75,673 1,471 77,144  (315,333) (264,870) (50,463)
Total comprehensive income / (loss) for the period 709(988) 154,550  (555,438) 126,028 (3,657) 122,371  (433,067) (462,121) 29,054

See accompanying notes to the interim condensesbtidated financial statements.



BANCO COMERCIAL PORTUGUES

Interim Condensed Consolidated Income Statemer
for the three month period between 1 April and 30 dne 2017 and 201

Interest and similar income
Interest expense and similar charges

Net interest income

Dividends from equity instruments

Net fees and commissions income

Net gains / (losses) arising from trading anddieg activities
Net gains / (losses) arising from financial ésseailable for sale
Net gains from insurance activity

Other operating income / (costs)

Total operating income

Staff costs
Other administrative costs
Amortizations

Total operating expenses
Operating net income before provisions iamghirments

Loans impairment

Other financial assets impairment

Other assets impairment

Goodwill impairment of subsidiaries

Goodwill impairment of associated companies
Other provisions

Operating net income / (loss)

Share of profit of associates under the equiyhiod
Gains / (losses) arising from the sale of subsis and
other assets

Net income / (loss) before income taxes
Income taxes
Current
Deferred

Income / (loss) after income taxes fromtoarnng operations
Income / (loss) arising from discontinued opiers
Net income / (loss) after income taxes

Net income / (loss) for the period attributatile
Shareholders of the Bank
Non-controlling interests

Net income / (loss) for the period

CHIEF ACCOUNTANT

Second quarter

2017 Second quarter 2016

(Thousands of Euros)

481,084 478,807
(134,912) (170,362)
346,172 308,445
1,509 3,760
169,514 156,382
29,464 58,087
24,065 95,504
1,973 786
(68,303) (76,997)
504,394 546,867
104,574 135,242
93,958 93,068
13,379 12,665
211,911 240,975
292,483 305,892
(156,099) (458,021)
(11,262) (155,755)
(35,629) (8,529)
- (2,512)
(9,006) -
(82) (15,802)
80,405 (334,727)
15,476 23,842
(5,103) 566
90,778 (310,319)
(26,620) (31,893)
2,287 125,192
66,445 (217,020)
1,250 16,222
67,695 (200,798)
39,815 (243,929)
27,880 43,131
67,695 (200,798)

THE EXECUTIVE COMMITTEE

See accompanying notes to the interim condensesbtidated financial statements.



Net income / (loss) for the period

Items that may be reclassified
to the income statement
Fair value reserves

Exchange differences arising on consolidation

Items that will not be reclassified
to the income statement

Actuarial gains for the period
BCP Pensions Fund
Other subsidiaries and associated companies

Other comprehensive income / (loss) for the period 68,008

Total comprehensive income / (loss) for the period258,786

Net income / (loss) for the period

Items that may be reclassified

to the income statement

Fair value reserves

Exchange differences arising on consolidation

Items that will not be reclassified
to the income statement
Actuarial losses for the period
BCP Pensions Fund
Other subsidiaries and associated companies

Other comprehensive income / (loss) for the perio@21,202)

Total comprehensive income / (loss) for the period731,521)

BANCO COMERCIAL PORTUGUES

Interim Condensed Consolidated Statement of Compredmsive Income
for the three month period between 1 April and 30 dne 2017 and 2016

Second quarter 2017

(Thousands Euros)

Discontinued or discontinuing

Attributable to

Continuing operations operations Non-
Gross Gross Shareholderscontrolling
value Taxes Net value  value Taxes Net value Total of the Bank interes

90,778 (24,333) 66,445 1,250 - 1,250 67,695 39,815 27,880
109,459 (26,530) 82,929 - - - 82,929 79,817 3,112
12,625 - 12,625 - - - 12,625 3,998 8,627
122,084 (26,530) 95,554 - - - 95,554 83,815 11,739
45,924 (3,607) 42,317 - - - 42,317 42,317 -
45,924 (3,607) 42,317 - - - 42,317 42,317 -
(30,137) 137,871 - - - 137,871 126,132 11,739
(54,470) 204,316 1,250 - 1,250 205,566 165,947 39,619
Second quarter 2016 (Thousands Euros)
Discontinued or discontinuing Attributable to

Continuing operations operations Non-
Gross Gross Shareholderscontrolling
value Taxes Net value  value Taxes Net value Total of the Bank interes

(310,319) 93,299  (217,020) 18,373 (2,151) 16,222  (200,798) (243,929) 43,131

(118,524) 27,717 (90,807) (5,462) 1,639 (3,823)  (94,630) (67,663)  (26,967)

(118)9 - (113,914) 146,669 - 146,669 32,755 16,488 16,267

(232,438) 27,717  (204,721) 141,207 1,639 142,846 (61,875)  (51,175)  (10,700)
(188,987) 46,904  (142,083) - - - (142,083) (142,083) -
223 - 223 - - - 223 223 -
(188,764) 46,904  (141,860) - - - (141,860) (141,860) -

74,621  (346,581) 141,207 1,639 142,846  (203,735) (193,035)  (10,700)

167,920  (563,601) 159,580 (512) 159,068  (404,533) (436,964) 32,431

See accompanying notes to the interim condensesbtidated financial statements.



BANCO COMERCIAL PORTUGUES
Condensed Consolidated Balance Sheet as at 30 J@®.7 and 31 December 2016

Assets

Cash and deposits at Central Banks

Loans and advances to credit institutions

Repayable on demand

Other loans and advances
Loans and advances to customers
Financial assets held for trading
Other financial assets held for trading

at fair value through profit or loss

Financial assets available for sale
Assets with repurchase agreement
Hedging derivatives
Financial assets held to maturity
Investments in associated companies
Non-current assets held for sale
Investment property
Other tangible assets
Goodwill and intangible assets
Current tax assets
Deferred tax assets
Other assets

Total Assets
Liabilities
Resources from credit institutions
Resources from customers
Debt securities issued
Financial liabilities held for trading
Hedging derivatives
Provisions
Subordinated debt
Current tax liabilities

Deferred tax liabilities
Other liabilities

Total Liabilities

Equity

Share capital

Share premium

Preference shares

Other equity instruments

Legal and statutory reserves
Treasury shares

Fair value reserves

Reserves and retained earnings

Net income for the period attributable to Sharebrdd
Total Equity attributable to Shareholdefrthe Bank

Non-controlling interests

Total Equity

CHIEF ACCOUNTANT

See accompanying notes to the interim condensesbtidated financial statements.

30 June 31 December
Notes 2017 2016
(Thousands of Euros)

19 1,650,857 1,573,912

20 491,497 448,225
21 895,899 1,056,701
22 48,065,976 48,017,602

23 973,978 1,048,797
23 141,973 146,664
23 12,384,733 10,596,273
15,419 20,525

24 113,860 57,038
25 451,254 511,181
26 596,005 598,866

27 2,223,967 2,250,159

28 12,293 12,692
29 487,425 473,866
30 164,293 162,106
7,576 17,465

31 3,165,443 3,184,925
32 1,181,290 1,087,814
73,023,738 71,264,811

33 9,373,181 9,938,395
34 50,635,749 48,797,647
35 3,121,425 3,512,820
36 476,192 547,587
24 289,292 383,992
37 339,096 321,050
38 850,603 1,544,555
8,912 35,367

31 1,635 2,689
39 981,941 915,528
66,078,026 65,999,630

40 5,600,738 4,268,818
40 16,471 16,471
40 59,910 59,910
40 2,922 2,922
41 252,806 245,875
42 (279) (2,880)
43 (23,262) (130,632)
43 (51,314) (102,306)
89,928 23,938

5,947,920 4,382,116

44 997,792 883,065
6,945,712 5,265,181

73,023,738 71,264,811

THE EXECUTIVE COMMITTEE



BANCO COMERCIAL PORTUGUES
Interim Condensed Consolidated Statement of Cash &vs
for the six months periods ended 30 June 2017 an@2¢
30 June 30 June
2017 2016

(Thousands of Eurc

Cash flows arising from operating activities

Interests received 854,097 910,360
Commissions received 412,116 385,021
Fees received from services rendered 70,795 34,509
Interests paid (284,597) (372,880)
Commissions paid (63,241) (50,090)
Recoveries on loans previously written off 9,896 23,671
Net earned insurance premiums 10,217 7,424
Claims incurred of insurance activity (5,807) (3,991)
Payments to suppliers and employees (557,250) (609,422)
Income taxes (paid) / received (60,902) (24,065)
385,324 300,537
Decrease / (increase) in operating assets:
Receivables from / (Loans and advancesrtg)it institutions 172,921 (440,430)
Deposits held with purpose of monetary cuint (12,493) (450,918)
Loans and advances to customers receivable (392,215) 1,139,811
Short term trading account securities (897) (162,015)
Increase / (decrease) in operating liabilities
Deposits from credit institutions repayatedemand 108,800 87,011
Deposits from credit institutions with agdematurity date (670,773) 2,601,383
Deposits from clients repayable on demand 2,182,594 291,976
Deposits from clients with agreed matudge (256,160) (1,366,515)
1,517,101 2,000,840

Cash flows arising from investing activities
Sale of shares in subsidiaries and assoctategpanies

which results loss control - 15,758
Acquisition of shares in subsidiaries and eisgéed companies (787) -
Dividends received 44,652 16,848
Interest income from available for sale finahassets and

held to maturity financial assets 119,805 106,489
Sale of available for sale financial assets an

held to maturity financial assets 3,321,020 2,433,380
Acquisition of available for sale financiakass and

held to maturity financial assets (18,948,029) (16,070,345)
Maturity of available for sale financial assend

held to maturity financial assets 14,246,615 12,163,836
Acquisition of tangible and intangible assets (38,130) (27,194)
Sale of tangible and intangible assets 4,729 4,889
Decrease / (increase) in other sundry assets (296,638) 54,354

(1,546,763) (1,301,985)
Cash flows arising from financing activities
Issuance of subordinated debt 5,122 1,587
Reimbursement of subordinated debt (702,314) 277)
Issuance of debt securities 1,278,370 94,144
Reimbursement of debt securities (1,737,844) (851,093)
Issuance of commercial paper and other s@esirit 99,257 40,142
Reimbursement of commercial paper and otharies (6,900) (21,595)
Share capital increase 1,294,903 -
Dividends paid to non-controlling interests (7,787) (20,907)
Increase / (decrease) in other sundry ligésliand non-controlling interests (141,694) 115,743
81,113 (642,256)
Exchange differences effect on cash and elgunits 68,766 (79,467)
Net changes in cash and equivalents 120,217 (22,868)
Cash (note 19) 540,290 625,311
Deposits at Central Banks (note 19) 1,033,622 1,215,006
Loans and advances to credit institutionsyapke on demand (note 20) 448,225 776,413
Cash and equivalents at the beginning of &z y 2,022,137 2,616,730
Cash (note 19) 505,563 469,952
Deposits at Central Banks (note 19) 1,145,294 1,708,363
Loans and advances to credit institutionsyapke on demand (note 20) 491,497 415,547
Cash and equivalents at the end of the period 2,142,354 2,593,862

See accompanying notes to the interim condensezbidated financial statements.



Balance as at 31 December 2016

Net income for the period

Fair value reserves (note 43)

Actuarial gains

Exchange differences
arising on consolidation

Total comprehensive income
Transfers to reserves:
Legal reserve (note 42)
Results application
Share capital increase (note 40)
Costs related to the share capital increase
Tax related to costs arising from the
share capital increase
Dividends (a)
Treasury shares (note 42)
Other reserves (note 43)

Balance as at 30 June 2017

BANCO COMERCIAL PORTUGUES

Interim Condensed Consolidated Statement of Changés Equity
for the six months period ended 30 June 2017

(Thousands of Euros)

Equity
Reserves attributable Non-
Other Legal and and Net (loss) / to the -controlling
Share Share  Preference equity statutory Treasury Fairvalue r&ined jhcome for Shareholder: interests Total
capital premium shares instruments reserves shares reserves earnings the period of the Bank (note 44) equity
4,268,818 16,471 59,910 2,922 245,875 (2,880) (130,632) (102,306) 23,938 4,382,116 883,065 5,265,181
- - - - - - - - 89,928 89,928 51,187 141,115
- - - - - - 107,370 - - 107,370 10,013 117,383
- - - - - - - 40,063 - 40,063 - 40,063
- - - - - - - 22,403 - 22,403 46,363 68,766
- - - - - - 107,370 62,466 89,928 259,764 107,563 367,327
- - - - 6,931 - - - (6,931) - - -
R R R - - - - 17,007  (17,007) - - -
1,331,920 - - - - - - - - 1,331,920 - 1,331,920
- - - - - - - (37,017) - (37,017) - (37,017)
- - - - - - - 7,774 - 7,774 - 7,774
- - - - - - - - - - (7,787) (7,787)
- - - - - 2,601 - 1,057 - 3,658 - 3,658
- - - - - - - (295) - (295) 14,951 14,656
5,600,738 16,471 59,910 2,922 252,806 (279) (23,262)  (51,314) 89,928 5,947,920 997,792 6,945,712

(a) Dividends of BIM - Banco Internacional de Mogambicdbiéd. and SIM - Seguradora Internacional de Mogambi§ueR.L.

See accompanying notes to the interim condensealkdated financial statements.



BANCO COMERCIAL PORTUGUES
Interim Condensed Consolidated Statement of Changés Equity
for the period ended 30 June 2016 and 31 Decembed15

(Thousands of Euros)

Equity
Reserves attributable Non-
Other Legal and and Net (loss) / to the -controlling
Share Share  Preference equity statutory Treasury Fairvalue r&ined jhcome for Shareholder: interests Total
capital premium shares instruments reserves shares reserves earnings the period of the Bank (note 44) equity

Balance as at 31 December 2015 4,094,235 16,471 59,910 2,922 223,270 (1,187) 23,250 (31,046) 235,344 4,623,169 1,057,402 5,680,571
Net income for the period - - - - - - - - (197,251) (197,251) 79,517  (117,734)
Fair value reserves (note 43) - - - - - - (73,653) - - (73,653) (16,934)  (90,587)
Actuarial losses - - - - - - - (141,848) - (141,848) - (141,848)
Efect in fair value reserves

related to the merger (a) - - - - - - (1,719) - - (1,719) (1,712) (3,431)
Efect in reserves of the exchange

differences arising on consolidation

related to the merger (a) - - - - - - - 78,554 - 78,554 78,240 156,794
Exchange differences

arising on consolidation - - - - - - - (126,204) - (126,204) (110,057) (236,261)
Total comprehensive income - - - - - - (75,372) (189,498) (197,251) (462,121) 29,054  (433,067)
Transfers of reserves:

Legal reserve (note 41) - - - - 22,605 - - - (22,605) - - -

Results application - - - - - - - 212,739 (212,739) - - -
Costs related to the share capital increase - - - - - - - 25 - 25 - 25
Tax related to costs arising from the

share capital increase - - - - - - - 5) - 5) - 5)
Merger of Banco Millennium Angola, S.A.

with Banco Privado Atlantico, S.A. - - - - - - - - - - (210,395) (210,395)
Dividends (b) - - - - - - - - - - (20,907) (20,907)
Treasury shares (note 42) - - - - - (2,484) - 1 - (2,483) - (2,483)
Other reserves (note 43) - - - - - - - 59 - 59 (153) (94)
Balance as at 30 June 2016 4,094,235 16,471 59,910 2,922 245,875 (3,671) (52,122) (7,725) (197,251) 4,158,644 855,001 5,013,645
Net income for the period - - - - - - - - 221,189 221,189 42,360 263,549
Fair value reserves (note 43) - - - - - - (78,510) - - (78,510) (8,977)  (87,487)
Actuarial losses - - - - - - - (92,287) - (92,287) (341) (92,628)
Exchange differences

arising on consolidation - - - - - - - 5,388 - 5,388 1,971 7,359
Total comprehensive income - - - - - - (78,510) (86,899) 221,189 55,780 35,013 90,793
Increase in capital (note 40) 174,583 - - - - - - - - 174,583 - 174,583
Regrouping of shares - - - - - - - (1,047) - (1,047) - (1,047)
Costs related to the share capital increase - - - - - - - (6,462) - (6,462) - (6,462)
Tax related to costs arising from the

share capital increase - - - - - - - 1,357 - 1,357 - 1,357
Treasury shares (note 42) - - - - - 791 - - - 791 - 791
Other reserves (note 43) - - - - - - - (1,530) - (1,530) (6,949) (8,479)
Balance as at 31 December 2016 4,268,818 16,471 59,910 2,922 245,875 (2,880) (130,632) (102,306) 23,938 4,382,116 883,065 5,265,181

(a) Under the scope of the merger of Banco Millennium Andg®.A. with Banco Privado Atlantico, S.A.
(b) Dividends of Banco Millennium Angola S.A., BIM - Beo Internacional de Mogcambique, S.A. and SIM - Segueathternacional de Mogambique, S.A.R.L.

See accompanying notes to the interim condensealkdated financial statements.



BANCO COMERCIAL PORTUGUES
Notes to the Interim Condensed Consolidated Fimdi&tatements
30 June 2017

1. Accounting policies

a) Basis of presentation

b

~

Banco Comercial Portugués, S.A. Sociedade Aberta (the ‘Bank’) is a privpitaldaank, established in Portugal in 1985. It started operating on 5
May 1986, and these consolidated financial statements reflect the restiesagearations of the Bank and all its subsidiaries (together referred to as
the ‘Group’) and the Group’s interest in associafesthe six months ended 30 June 2017 and 2016

In accordance with Regulation (EC) no. 1606/2002 from the European Parliament anobtinglf 19 July 2002 and Bank of Portugal Notice no.
1/2005 (revoked by Bank of Portugal Notice no. 5/2015), the Group’s consolidated finatatéthents are required to be prepared in accordance
with International Financial Reporting Standards (‘IFRS’) as endorsed by tinepEan Union (EU’) since 2005. IFRS comprise accounting
standards issued by the International Accounting Standards Board (‘|ASB’)leasamterpretations issued by the International Financial Reporting
Interpretations Committee (‘IFRIC’) and their predecessor bodies. Thekdated financial statements presented were approved on 19 September
2017 by the Bank's Executive Committee. The financial statements are presetiteusands of Euros, rounded to the nearest thousand.

All the references in this document related to any normative always repoutrent version.

These interim condensed consolidated financial statements are a tmnskfinancial statements originally issued in Portuguese. In the event of
discrepancies, the Portuguese language version prevails.

The interim condensed consolidated financial statements, for the six moritd perded 30 June 2017, were prepared in terms of recognition and
measurement in accordance with the 1AS 34 - Interim Financial Repordiogted by the EU and therefore it does not include all the information required in
accordance with IFRS adopted by the EU. Consequently, the adequate comprehetiseomt&rim condensed consolidated financial statements requires
that it should be reading with the consolidated financial statements wéherefe to 31 December 2016.

The Group has adopted IFRS and interpretations mandatory for accounting periods beginmiragter 1 January 2017. The accounting policies in
this note were applied consistently to all entities of the Group and are temisigith those used in the preparation of the financial statements of the
previous period.

The Group's financial statements are prepared under the historical cost conyastimodified by the application of fair value for derivative
financial instruments, financial assets and liabilities at fair véitweugh profit or loss and financial assets available for sale, except thogitch

a reliable measure of fair value is not available. Financial asset$iahilities that are covered under hedge accounting are stated at fa@ wvalu
respect of the risk that is being hedged, if applicable. Other financialsaaset liabilities and non-financial assets and liabilities are stated
amortised cost or historical cost. Non-current assets and disposal groupstsddef are stated at the lower of carrying amount or fair value less
costs to sell. The liability for defined benefit obligations is recognisethagpresent value of the defined benefit obligation net of the value of the
fund's assets.

The preparation of the financial statements in accordance with IFRS redhgeéBoard of Directors, on the advice of the Executive Committee to
make judgments, estimates and assumptions that affect the application ottlumiing policies and reported amounts of assets, liabilities, income
and expenses. The estimates and associated assumptions are based aal bigterience and other factors that are believed to be reasonable under
the circumstances and form the basis for making the judgments about the carryiag ofibssets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates. Thesigsualving a higher degree of judgment or complexity or for which
assumptions and estimates are considered to be significant are presemitdlrad).

Basis of consolidation

As from 1 January 2010, the Group applied IFRS 3 (revised) for the accounting of smismmbinations. The changes in the accounting policies
resulting from the application of IFRS 3 (revised) are applied prospegtivel

The consolidated financial statements now presented reflect the disbdlities, income and expenses of the Bank and its subsidiaries (the Group),
and the results attributable to the Group financial investments in ass®ciat

Investments in subsidiaries

Subsidiaries are entities controlled by the Group (including structuréesngind investment funds). The Group controls an entity when it holds the
power to direct the relevant activities of the entity, and when it is exposédas rights to variable returns from its involvement with the entity and
is able to take possession of those results through the power it holds over thereletidties of that entity (de facto control). The financial
statements of subsidiaries are included in the consolidated financeingtats from the date on which control commences until the date on which
control ceases.

Accumulated losses are attributed to non-controlling interests inehygective proportion, implying that the Group can recognise negative non-
controlling interests.

On a step acquisition process resulting in the acquisition of control, thuatiem of any participation previously acquired, is booked against the
profit and loss account when goodwill is calculated. On a partial disposatiresin loss of control over a subsidiary, any participation retained is
revaluated at market value on the sale date and the gain or loss resultinthfsorvaluation is booked against the income statement.

Investments in associates

Investments in associated companies are consolidated by the equity methothé date that the Group acquires significant influence until the
date it ceases to exist. Associates are those entities in which the Gasusignificant influence but not control over the financial and operating
policy decisions of the investee. It is assumed that the Group has signififleinice when it holds, directly or indirectly, more than 20% or of the

voting rights of the investee. If the Group holds, directly or indirectly less @@% of the voting rights of the investee, it is presumed that the
Group does not have significant influence, unless such influence can be clearly trateahs
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The existence of significant influence by the Group is usually evidenced in one omfritvefollowing ways:

- representation on the Board of Directors or equivalent governing body of the iayeste

- participation in policy-making processes, including participation in deessabout dividends or other distributions;
- material transactions between the Group and the investee;

- interchange of the management team;

- provision of essential technical information.

The consolidated financial statements include the part that is attributatie @Group of the total reserves and results of associated companies
accounted on an equity basis. When the Group’s share of losses exceeds its imtresssociate, the carrying amount is reduced to zero and

recognition of further losses is discontinued except to the extent that the Groupcha®d in a legal obligation to assume those losses on behalf

of an associate.

Goodwill

Business combinations are accounted under the purchase method. The acquisition esgbiedsrto the fair value, determined at the acquisition
date, of the assets given and liabilities incurred or assumed. Costdydattibutable to the acquisition of a subsidiary are booked directly in the
income statement.

Positive goodwill arising from acquisitions is recognised as an asset¢@atiacquisition cost and is not subject to amortisation. Goodwill arising
on the acquisition of subsidiaries and associates is defined as the difféxmeaen the cost of acquisition and the total or corresponding share of
the fair value of the net assets and contingent liabilities acquired, depending aptithretaken.

Negative goodwill arising on an acquisition is recognised directly in the ilecstatement in the year the business combination occurs.

Goodwill is not adjusted due to changes in the initial estimate of the contingent parghize and the difference is booked in the income
statement, or in equity, when applicable.

The recoverable amount of the goodwill registered in the Group's asseessedsannually in the preparation of the accounts with reference at the
end of the year or whenever there are indications of eventual loss of value. nmepaitosses are recognised in the income statement. The
recoverable amount is determined based on the higher between the assets wade and the market value deducted of selling costs, calculated
using valuation methodologies supported by discounted cash flow techniques, consmarkeg conditions, the time value of money and the
business risks.

Purchases and dilution of non-controlling interests

The acquisition of the non-controlling interests that does not impact the control posftiansubsidiary is accounted as a transaction with
shareholders and, therefore, is not recognised additional goodwill resultingHisiransaction. The difference between the acquisition cost and
the fair value of non-controlling interests acquired is recognised direttiggerves. On this basis, the gains and losses resulting from the sale of
controlling interests, that does not impact the control position of a subsidiarglveags recognised against reserves.

Loss of control

The gains and losses resulting from the dilution or sale of a financial positiarsibsidiary, with loss of control, are recognised by the Group in
the income statement.

In the dilutions of controlling interests not resulting in a loss of control, the miffee between the fair value of the non-controlling interests
acquired and the acquisition value, is accounted against reserves.

Investments in foreign subsidiaries and associates

The financial statements of the foreign subsidiaries and associates ofdte &e prepared in their functional currency, defined as the currency of
the primary economic environment in which they operate or the currency in whrécbubsidiaries obtain their income or finance their activity. In
the consolidation process, assets and liabilities, including goodwill, ofglosibsidiaries are converted into euros at the official exchange rate at
the balance sheet date. The exchange rates used by the Group are presented in note 51.

Regarding the investments in foreign operations that are consolidated under tbensdlidation or equity methods, for exchange differences
between the conversion to Euros of the opening equity at the beginning of the year andatireiin Euros at the exchange rate ruling at the
balance sheet date for consolidated accounts are charged against consolidatess reexchange differences. The exchange differences from
hedging instruments related to foreign operations are registered in egjitiégyn "Reserves and retained earnings". Whenever the hedge is not fully
effective, the ineffective portion is accounted against profit and loss ofehe

The income and expenses of these subsidiaries are converted to Euros at amagiprate of the rates ruling at the dates of the transactions, and
it is used a monthly average taking into account the initial and final exchangefratech month. Exchange differences from the conversion to
Euros of the profits and losses for the reporting period, arising from the diffelmtaeen the exchange rate used in the income statement and the
exchange rate prevailing at the balance sheet date, are recognised ineRes®twetained earnings - exchange differences resulting from the
consolidation of Group's companies.

On disposal of investments in foreign subsidiaries for which there is lossntfal, exchange differences related to the investment in the foreign

operation and to the associated hedge transaction previously recogniseeriesesre transferred to profit and loss as part of the gains or loss
arising from the disposal.

Transactions eliminated on consolidation

The balances and transactions between Group's companies, or any unreatisexhddosses arising from these transactions, are eliminated in the

preparation of the consolidated financial statements. Unrealised gainssses larising from transactions with associates and jointly controlled
entities are eliminatec in the proportior of the Group' investmer in those entities.
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c) Loans and advances to customers

Loans and advances to customers includes loans and advances originated by the Gebugrevhot intended to be sold in the short term and are
recognised when cash is advanced to customers.

The derecognition of these assets occurs in the following situations: (i) theactual rights of the Group have expired; or (ii) the Group transferred
substantially all the associated risks and rewards.

Loans and advances to customers are initially recognised at fair valuerpluiiractly attributable transaction costs and fees and are subsequently
measured at amortised cost using the effective interest method, beiegte@s the balance sheet net of impairment losses.

Impairment

The Group’s policy consists in a regular assessment of the existence of wbjegiience of impairment in the loan portfolios. Impairment losses
identified are charged against results and subsequently, if there is aioedefdhe estimated impairment loss, the charge is reversed againksres
in a subsequent period.

After the initial recognition, a loan or a loan portfolio, defined as a group of loaitis similar credit risk characteristics, can be classified as
impaired when there is an objective evidence of impairment as a result of onererevents and when these have an impact on the estimated future
cash flows of the loan or of the loan portfolio that can be reliably estimated.

According to IAS 39, there are two methods of calculating impairment los3@sdividually assessed loans; and (ii) collective assessment.
(i) Individually assessed loans

Impairment losses on individually assessed loans are determined bylaat@vaof the exposures on a case-by-case basis. For each loan considered
individually significant, the Group assesses, at each balance sheeth@agsjdtence of any objective evidence of impairment. In determining such
impairment losses on individually assessed loans, the following factocoasidered:

- group’s aggregate exposure to the customer and the existence of overdue loans;

- the viability of the customer’s business and capability to generate sufficash flow to service their debt obligations in the future;
- the existence, nature and estimated value of the collaterals;

- a significant downgrading in the customer's rating;

- the assets available on liquidation or insolvency situations;

- the ranking of all creditors claims;

- the amount and timing of expected receipts and recoveries.

Impairment losses are calculated by comparing the present value of thetexkfiture cash flows, discounted at the original effective interest rat
of the loan, with its current carrying value, being the amount of any loss chargbd income statement. The carrying amount of impaired loans is
presented in the balance sheet net of impairment loss. For loans with a vamiidsst rate, the discount rate used corresponds to the effective
annual interest rate, which was applicable in the period that the impairnzsndetermined.

Loans that are not identified as having an objective evidence of impairarengrouped on the basis of similar credit risk characteristics, and
assessed collectively.

(ii) Collective assessment

Impairment losses are calculated on a collective basis under two diffezenarios:

- for homogeneous groups of loans that are not considered individually significant; or

- losses which have been incurred but have not yet been reported (IBNR) on loavtidbmo objective evidence of impairment is identified (see
last paragraph (i)).

The collective impairment loss is determined considering the followingfact

- historical loss experience in portfolios with similar risk charastéss;

- knowledge of the current economic and credit conditions and its impact on the hiskosged level;

- the estimated period between a loss occurring and its identification.

The methodology and assumptions used to estimate the future cash flows anedenggularly by the Group.

Loans, for which no evidence of impairment has been identified, are grouped togeskdrdrasimilar credit risk characteristics for calculating a
collective impairment loss. This analysis allows the Group's recognitionsses whose identification in individual terms only occurs in future
periods.

Loans and advances to customers are written-off when there is no reakipgctation, from an economic perspective, and for collateralised loans

when the funds from the realization of the collateral have already beeives, by the use of impairment losses when they correspond to 100% of
the credits value considered as non-recoverable.
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d) Financial instruments
(i) Classification, initial recognition and subsequent measurement

Financial assets are recognized on the trade date, thus, in the date thaptipecGmmits to purchase the asset and are classified considering the
intent behind them, according to the categories described below:

1) Financial assets and liabilities at fair value through profit and loss
1a) Financial assets held for trading

The financial assets and liabilities acquired or issued with the purposaeobs re-acquisition on the short term, namely bonds, treasury bills or
shares, those which are part of a financial instruments portfolio and for winéch is evidence of a recent pattern of short-term profit taking or that
can be included in the definition of derivative (except in the case of a dimévalassified as hedging) are classified as trading. The dividends
associated to these portfolios are accounted in Net gains / (lossesy anistrading and hedging activities.

The interest from debt instruments is recognised as net interest income.

Trading derivatives with a positive fair value are included in Finaresakets held for trading and the trading derivatives with negative fair eatie
included in Financial liabilities held for trading.

1b) Other financial assets and liabilities at fair value through profit and loss (“Fair VaDion”)

The Group has adopted the Fair Value Option for certain own bond issues, loansiamigposits that contain embedded derivatives or with related
hedging derivatives. The variations of the Group's credit risk relatechémdial liabilities accounted under the Fair Value Option are disclosed in
the note Net gains / (losses) arising from trading and hedging activities (note 6)

The designation of other financial assets and liabilities at fair value thrpumfit and losses (Fair Value Option) may be performed whenever at
least one of the following requirements is fulfilled:

- the financial assets and liabilities are managed, evaluated and ebpuemally at its fair value;
- the designation eliminates or significantly reduces the accounting misoitica transactions;
- the financial assets and liabilities include derivatives that sigaifiy change the cash-flows of the original contracts (host contracts).

Considering that the transactions carried out by the Group in the normal coursebasitess are in market conditions, the assets and liabilities
financial instruments at fair value through profit or loss are recognised Ipiltheir fair value, with the costs or income associated with the
transactions recognised in results at the initial moment, with subsequenteshiarfgir value recognized in profit or loss. Patrimonial variations in
the fair value are recorded in Net gains / (losses) arising fromrigadnd hedging activities (note 6). The accrual of interest and the premium /
discount (when applicable) is recognised in the Net interest income based dfettwe interest rate of each transaction, as well as the accrual of
interest from derivatives associated with financial instrumenssifiad in this category.

2) Financial assets available for sale

Financial assets available for sale held with the purpose of being maintayntd@ Group, namely bonds, treasury bills or shares, are classified as
available for sale, except if they are classified in another categdigaricial assets. The financial assets available for sale araliyiéiccounted at

fair value, including all expenses or income associated with the transacTioa$inancial assets available for sale are subsequently measugéd at f
value. The changes in fair value are accounted for against "Fair valugesedbn disposal of the financial assets available for sale or if imait

loss exists, the accumulated gains or losses recognised as fair valvesese recognised under "Net gains / (losses) arising from availablaléor s
financial assets" or "Impairment for other financial assets", in the iecatatement, respectively. Interest income from debt instruments is
recognised in Net interest income based on the effective interesinate]ing a premium or discount when applicable. Dividends are recognised in
profit and losses when the right to receive the dividends is attributed.

3) Financial assets held-to-maturity

The financial assets held-to-maturity include non-derivative finaragaéts with fixed or determinable payments and fixed maturity, for whieh t
Group has the intention and ability to maintain until the maturity of the assed that were not included in other categories of financial assets.
These financial assets are initially recognised at fair value and gubstly measured at amortised cost. The interest is calculated usiefjebtve
interest rate method and recognised in Net interest income. The impaiosses are recognised in profit and loss when identified.

Any reclassification or disposal of financial assets included in thisgmay that does not occur close to the maturity of the assets, or if it is not
framed in the exceptions stated by the rules, will require the Group toseifyiahe entire portfolio as Financial assets available for sale and the
Group will not be allowed to classify any assets under this category for tlosvialy two years.

4) Loans and receivables - Loans represented by securities

Non-derivative financial assets with fixed or determined payments,atigathot quoted in a market and which the Group does not intend to sell
immediately or in a near future, may be classified in this category.

In addition to loans granted, the Group recognises in this category unquoted bonds andaiahpaper. The financial assets recognised in this
category are initially accounted at fair value and subsequently at amoctiseédet of impairment. The transaction costs are included in the effective
interest rate for these financial instruments. The interest accountedl iaslee effective interest rate method are recognised in Net inteceshe.

The impairment losses are recognised in profit and loss when identified.
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5) Other financial liabilities

The Other financial liabilities are all financial liabilities thateanot recognised as financial liabilities at fair value through profit and ok
category includes money market transactions, deposits from customers and frofinatieal institutions, issued debt, and other transactions.

These financial liabilities are initially recognised at fair value antisequently at amortised cost. The related transaction costs are inicittied
effective interest rate. The interest calculated at the effedtiterest rate is recognised in Net interest income.

The financial gains or losses calculated at the time of repurchase of athecil liabilities are recognised as Net gains / (losses) from tradidg a
hedging activities, when occurred.

(ii) Impairment

At each balance sheet date, an assessment is made of the existence ofeobyédtince of impairment. A financial asset or group of financial assets

are impaired when there is objective evidence of impairment resulting draeror more events that occurred after its initial recognition, such as: (i)

for listed securities, a prolonged devaluation or a significant decreaseduoted price, and (i) for unlisted securities, when that eventy@nts)

has an impact on the estimated future cash flows of the financial asset orajrfi@ncial assets that can be estimated reasonably. According to the
Group's policies, 30% depreciation in the fair value of an equity instrumenisidered a significant devaluation and the 1 year period is assumed
to be a prolonged decrease in the fair value below the acquisition cost.

If an available for sale asset is determined to be impaired, the cuweulass (measured as the difference between the acquisition coshand t
current fair value, less any impairment loss on that financial asseippiy recognised in the profit or loss) is removed from fair value reseands
recognised in profit or loss. If, in a subsequent period, the fair value of a dehinmett classified as available for sale increases and the increase
can be objectively related to an event occurred after the impairraesitwas recognised in the profit or loss, the impairment loss is reversed through
the income statement. Reversal of impairment losses on equity instrurtiesssfied as financial assets available for sale, is recogmisedgain in

fair value reserves when it occurs (there is no reversal in profit aiseé$)s

(iii) Embedded derivatives

Embedded derivatives should be accounted for separately as derivatithes,eiconomic risks and benefits of the embedded derivative are not
closely related to the host contract, as long as the hybrid (combined) instrisn@sttinitially measured at fair value with changes through profit
and loss. Embedded derivatives are classified as trading and recogrisedaue with changes through profit and loss.

6) Securitizations operations
i) Traditional securitizations

The Bank has four residential mortgage credit securitizations operations (Madébrtgages No.1, No.2, No.3 e No.4) which portfolios were
accounted derecognized of the individual balance of the Bank, as the residual notesetdrtieel operations were sold to institutional investors and
consequently, the risks and the benefits were substantially transferred.

As referred in note 22, with the purchase of a part of the residual note, the Grontaimed the control of the assets and the liabilities of Magellan
Mortgages No.2 e No.3, these Special Purpose Entities (SPE or SPV) are conddlidtite Group Financial Statements, in accordance with
accounting policy referred in note 1 b).

The four operations are traditional securitizations, where each mortgagpdodolio was sold to a Portuguese Loan Titularization Fund, which has
financed this purchase through the sale of titularization units to an SPEoffiite in Ireland. At the same time this SPE issued and sold in the
capital markets a group of different classes of bonds.

i) Synthetic securitizations

The Group has two synthetic operations. Caravela SME No.3, which operativadson 28 June 2013, based on a medium and long term loans
portfolio of current accounts and authorized overdrafts granted by BCP, maisiyathand medium companies.

Caravela SME No.4 is a similar operation, initiated on 5 June 2014, which portfolitains car, real estate and equipment leasing granted between
the Bank and a group of clients that belong to the same segment (small and mediumiesjnpa

In both operations, the Bank hired a Credit Default Swap (CDS) with a Sdegipose Vehicle (SPV), buying by this way the protection for the
total portfolio referred. Both cases, the synthetic securitizationssahre CDS, the risk of the respective portfolios were divided in 3 claserior,
mezzanine and equity. The mezzanine and part of the equity (20%) were placednaritet through an SPV, and the subscription by investors, the
Credit Linked Notes (CLNs). The Bank retained the senior risk and part ofghigyeemaining (80%). The product of the CLNs issue was invested
by the SPV in a deposit which total collateral the responsibilities in theepgesof the Bank, in accordance of the CDS.
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e) Derivatives hedge accounting
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(i) Hedge accounting

The Group designates derivatives and other financial instruments to hedge itsirexpointerest rate and foreign exchange risk, resulting from
financing and investment activities. Derivatives that do not qualify folgleeaccounting are accounted for as trading instruments.

Derivative hedging instruments are stated at fair value and gains ares losgevaluation are recognised in accordance with the hedge accounting
model adopted by the Group. A hedge relationship exists when:

- at the inception of the hedge there is formal documentation of the hedge;

- the hedge is expected to be highly effective;

- the effectiveness of the hedge can be reliably measured;

- the hedge is valuable in a continuous basis and highly effective throughout the reporiit aed

- for hedges of a forecasted transaction, the transaction is highly probable aedtp@s exposure to variations in cash flows that could ultimately
affect profit or loss.

When a derivative financial instrument is used to hedge foreign exchangdamsiatising from monetary assets or liabilities, no hedge accounting
model is applied. Any gain or loss associated to the derivative is recapttiseugh profit and loss, as well as changes in currency risk of the
monetary items.

(ii) Fair value hedge

Changes in the fair value of derivatives that are designated and qualifyraslue hedge instruments are recognised in profit and loss, together
with changes in the fair value attributable to the hedged risk of the assethdityi or group of assets and liabilities. If the hedge relationship no
longer meets the criteria for hedge accounting, the cumulative gains and lossesvdtiations of hedged risk linked to the hedge item recognised
until the discontinuance of the hedge accounting are amortised through profit and lodseesidual period of the hedged item.

(i) Cash flow hedge

In a hedge relationship, the effective portion of changes in fair value of deegathat are designated and qualify as cash flow hedges are
recognised in equity - cash flow hedge reserves in the effective part of tlye lelations. Any gain or loss relating to the ineffective portion of the
hedge is immediately recognised in profit and loss when occurred.

Amounts accumulated in equity are reclassified to profit and loss in thiedssn which the hedged item will affect profit or loss.

In case of hedging variability of cash-flows, when the hedge instrument expireslisposed or when the hedging relationship no longer meets the
criteria for hedge accounting, or when the hedge relation is revoked, the hedge rilgtismiscontinued on a prospective basis. Therefore, the fair
value changes of the derivative accumulated in equity until the date of the dissettiedge accounting can be:

- Deferred over the residual period of the hedged instrument; or
- Recognised immediately in results, if the hedged instrument is extinguished.

In the case of a discontinued hedge of a forecast transaction, the change indeiof/éte derivative recognised in equity at that time remains in
equity until the forecasted transaction is ultimately recognised in theniacstatement. When a forecasted transaction is no longer expected to
occur, the cumulative gain or loss that was reported in equity is immediadeigferred to profit and loss.

(iv) Hedge effectiveness

For a hedge relationship to be classified as such according to IAS 39, effeesis has to be demonstrated. As such, the Group performs prospective
tests at the beginning date of the initial hedge, if applicable and retrospeesigan order to demonstrate at each reporting period the effectiveness
of the hedging relationships, demonstrating that the variations in fair value of dlygnigeinstrument are hedged by the fair value variations of the
hedged item in the portion assigned to the risk covered. Any ineffectivemessagnised immediately in profit and loss when incurred.

(v) Hedge of a net investment in a foreign operation

Hedges of net investments in foreign operations are accounted for similadgsto flow hedges. Any exchange gain or loss on the hedging
instrument relating to the effective portion of the hedge is recognised in ediigygain or loss relating to the ineffective portion is immediately
recognised in profit and loss. Gains and losses accumulated in equisdrétathe investment in a foreign operation and to the associated hedge
operation are recognised in equity are transferred to profit and loss, onshesdl of the foreign operation as part of the gain or loss from the
disposal.

Reclassifications between financial instrumerategories

In October 2008, the IASB issued a change to IAS 39 — Reclassification of Fahahssets (Amendments to IAS 39 Financial Instruments:
Recognition and Measurement and IFRS 7: Financial Instruments Disclostirés)change allowed an entity to transfer financial assets from
Financial assets at fair value through profit and loss — trading to Finarssietsaavailable for sale, to Loans and Receivables - Loans repibgnte
securities or to Financial assets held-to-maturity, as long as the eewrit referred in the standard namely when there is some event that is
uncommon and highly improbable that will occur again in the short term, that is,véére ean be classified as a rare circumstance. The Group
adopted this possibility for a group of financial assets.
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Transfers of financial assets recognised in the category of Financidk amsalable-for-sale to Loans and receivables - Loans represemted b
securities and to Financial assets held-to-maturity are allowed, énrdieted and specific circumstances.

Transfers from and to Other financial assets and financial liabiktidair value through profit and loss (Fair value option) are prohibited.

The analysis of the reclassifications is detailed in note 23 - Financiets$eld for trading, Other financial assets held for trading at fairevalu
through profit or loss and Financial assets available for sale.

Derecognition

The Group derecognises financial assets when all rights to future cash fleeveXired. In a transfer of assets, derecognition can only occur either
when risks and rewards have been substantially transferred or the Group doesmatmetontrol over the assets.

The Group derecognises financial liabilities when these are cancelledimg@shed.

Equity instruments

A financial instrument is an equity instrument only if (a) the instrument inclumbesontractual obligation to deliver cash or another financial asset
to another entity or to exchange financial assets or financial liabilitiéls aiother entity under conditions that are potentially unfavorable to the
entity and (b) if the instrument will or may be settled in the issuer's owntgqstruments, it is either a non-derivative that includes no contractual
obligation for the issuer to deliver a variable number of its own equity instrusreara derivative that will be settled only by the issuer exchanging
a fixed amount of cash or another financial asset for a fixed number of its own egsfityrents.

An equity instrument, independently from its legal form, evidences a resideasttin the assets of an entity after deducting all of its liabilities.

Transaction costs directly attributable to an equity instruments’ igguare recognised in equity as a deduction to the amount issued. Amounts paid
or received related to sales or acquisitions of equity instruments argnised in equity, net of transaction costs.

Preference shares issued by the Group are considered as an equity instrherentdemption of the shares is solely at the discretion of the Group
and dividends are paid at the discretion of the Group.

Income from equity instruments (dividends) are recognised when the right toeabé income is established and are deducted to equity.

Compound financial instruments

Financial instruments that contain both a liability and an equity component fdgagonvertible bonds) are classified as compound financial
instruments. For those instruments classified as compound financial instsrtrenterms of its conversion to ordinary shares (number of shares)
cannot change with changes in its fair value. The financial liability compor@m¢sponds to the present value of the future interest and principal
payments, discounted at the market interest rate applicable to sinmkancfal liabilities that do not have a conversion option. The equity
component corresponds to the difference between the proceeds of the issue and the triuted do the financial liability. Financial liabilities

are measured at amortised cost through the effective interest rdtedn@he interests are recognised in Net interest income.

Securities borrowing and repurchase agreememseations

(i) Securities borrowing

Securities lent under securities lending arrangements continue to be recogntbedbalance sheet and are measured in accordance with the
applicable accounting policy. Cash collateral received in respectcofities lent is recognised as a financial liability. Securities borcbweder
securities borrowing agreements are not recognised. Cash collaterahplasein respect of securities borrowed are recognised under loans and
advances to either banks or customers. Income and expenses arising from tliteesdmnrowing and lending business are recognised on an
accrual basis over the period of the transactions and are included in intex@sts or expense (net interest income).

(ii) Repurchase agreements

The Group performs acquisition/sale of securities under reselling/repurcheessreents of securities substantially equivalent in a future date at a
predetermined price (‘repos'/reverse repos'’). The securitiesdrétateselling agreements in a future date are not recognised on the balartce shee
The amounts paid are recognised in loans and advances to customers or loans acekadvenedit institutions. The receivables are collateralised
by the related securities. Securities sold through repurchase agreecosinue to be recognised in the balance sheet and are revaluated in
accordance with the applicable accounting policy. The amounts received fi@mroceeds of these securities are considered as deposits from
customers and deposits from credit institutions. The difference betweeacquisition/sale and reselling/repurchase conditions is recognised on an
accrual basis over the period of the transaction and is included in interesténar expenses.
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k) Non-current assets held for sale and discontimrediscontinuing operations

Non-current assets, groups of non-current assets held for sale (groups of asshts teiktrelated liabilities that include at least a non current
asset) and discontinued operations are classified as held for sale whéamtéintion to sell the referred assets and liabilities and when feeed
assets or group of assets are available for immediate sale and its baély probable. In order for the sale to be considered highly probable, the
Group must be committed to a plan to sell the asset (or disposal group), and medtden initiated an active program to locate a buyer and
complete the plan. In addition, the asset (or disposal group) must be actively edaftiesale at a price that is reasonable in relation to its current
fair value. Furthermore, it should be expected the sale to qualify for reéog@is a completed sale within one year from the date of classification,
except as permitted by paragraph 9 of IFRS 5 and the actions required to eothplgian should indicate the improbability of significant changes
in the plan or of the plan to be withdrawn.

The Group also classifies as non-current assets held for sale those non-assetstor groups of assets acquired exclusively with a view to its
subsequent disposal, which are available for immediate sale anddtis daghly probable. Immediately before classification as held for tade,
measurement of the non-current assets or all assets and liabilities Spasdi group, is performed in accordance with the applicable IFRS. After
their reclassification, these assets or disposal groups are measuretbaiethef their cost and fair value less costs to sell.

Discontinued operations and the subsidiaries acquired exclusively with the ptosEEein the short term are consolidated until the moment of its
sale.

The Group also classifies as non-current assets held for sale, themewntstarising from recovered loans that are measured initially by the tfwe
its fair value net of selling costs and the loan's carrying amount on the datbéhaicovery occurs or the judicial decision is formalised.

The fair value is determined based on the expected selling price eslithateigh periodic valuations performed by external valuation experts
properly accredited, according to the periodicity defined in the Bank's régngafThe subsequent measurement of these assets is determined based
on the lower of the carrying amount and the corresponding fair value less casth, toot subjected to depreciation. In case of unrealised losses,
these should be recognised as impairment losses against results.

I) Lease transactions

m
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In accordance with IAS 17, the lease transactions are classifiethascial whenever their terms transfer substantially all the risks andrdsw
associated with the ownership of the property to the lessee. The remaiases lare classified as operational. The classification of the lsadese
according to the substance and not the form of the contract.

Finance lease transactions

At the lessee's perspective, finance lease transactions are recbtiedeginning as an asset and liability at fair value of the leased agseh is
equivalent to the present value of the future lease payments. Lease reatals@mbination of the financial charge and the amortisation of the
capital outstanding. The financial charge is allocated to the periods during e tkxan to produce a constant periodic rate of interest on the
remaining liability balance for each period.

At the lessor's perspective, assets held under finance leases are dendfaebalance sheet as a receivable at an amount equal to the net investment
in the lease. Lease rentals are a combination of the financial income awtization of the capital outstanding. Recognition of the financial result
reflects a constant periodical return rate over the remaining net investhtie lessor.

Assets received arising from the resolution of leasing contracts and yioigplwith the definition of assets held for sale
classified in this category, are measured in accordance with the aggppoticy defined in note 1k).

Operational leases

At the lessee's perspective, the Group has various operating leases fotipsoped vehicles. The payments under these leases are recognised in
Other administrative costs during the life of the contract, and neither tlie¢ rsthe liability associated with the contract is evidenced in itarizz
sheet.

Interest recognition

Interest income and expense for financial instruments measured at @dartist are recognised in the interest income or expenses (net interest
income) through the effective interest rate method. The interest relatitbncial assets available for sale calculated at the effedtiterest rate
method are also recognised in net interest income as well as those framas$éabilities at fair value through profit and loss.

The effective interest rate is the rate that discounts estimatedefaash payments or receipts through the expected life of the financial instrume
(or, when appropriate, for a shorter period), to the net carrying amount of the fihasset or financial liability.

For calculating the effective interest rate, the Group estimatesefash flows considering all contractual terms of the financial instrunfent (
example: early payment options) but without considering future impairment IoBsesalculation includes all fees paid or received considered as
included in the effective interest rate, transaction costs and all pteemiums or discounts directly related to the transaction, except foisaset
liabilities at fair value through profit and loss.

If a financial asset or a group of similar financial assets has been mdtien as a result of an impairment loss, interest income is recognised based
on the interest rate used to discount the future cash flows for the purpose of mgakarimpairment loss.

Specifically regarding the accounting policy for interest on overdue loans’ porttbe following aspects are considered:

- interest income for overdue loans with collaterals are accounted focami, up to the limit of the valuation of the collateral on a prudent basis,
in accordance with IAS 18, assuming that there is a reasonable probabilityowérability; and

- the interests accrued and not paid for overdue loans for more than 90 days that ewvgearet by collaterals are written-off and are recognised
only when received, in accordance with IAS 18, on the basis that its recolitgrabtonsidered to be remote.
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For derivative financial instruments, except those classified as hedgstgiriments of interest rate risk, the interest component is not separated
from the changes in the fair value and is classified under Net gains / (Idssesirading and hedging activities. For hedging derivatives of interest
rate risk and those related to financial assets or financial liegsilitecognised in the Fair Value Option category, the interest component is
recognised under interest income or expense (Net interest income).

Recognition of income from services and commissio
Income from services and commissions are recognised according to the follentaraa:

- when are earned as services are provided, are recognised in income quenidkgn which the service is being provided,;
- when are earned on the execution of a significant act, are recognised as inbeméhe service is completed.

Income from services and commissions, that are an integral part of #atief interest rate of a financial instrument, are recognised in neegtter
income.

Financial net gains / losses (Net gains / losses arising from trading and hedgingtiasti from financial assets available for sale and from
financial assets held to maturity)

Financial net gains / losses includes gains and losses arising from finesgg#d @and financial liabilities at fair value through profit and loss,ithat
fair value changes and interest on trading derivatives and embedded derivasives] as the corresponding dividends received. This caption also
includes the gains and losses arising from the sale of available for saleifihassets and financial assets held to maturity. The changes irafaé v

of hedging derivatives and hedged items, when fair value hedge is applicatdés@recognised in this caption.

Fiduciary activities

Assets held in the scope of fiduciary activities are not recognised in tbepGr consolidated financial statements. Fees and commissions arising
from this activity are recognised in the income statement in the periodhichahey occur.

Other tangible assets

Other tangible assets are stated at acquisition cost less accumdégirztiation and impairment losses. Subsequent costs are recognised as a
separate asset only when it is probable that future economic benefits will festihe Group. All other repairs and maintenance expenses are
charged to the income statement during the financial period in which they amedadc

Depreciation is calculated on a straight-line basis, over the followiniggwhich correspond to their estimated useful life:

Number of years

Buildings 50
Expenditure on freehold and leasehold buildings 10
Equipment 41012
Other tangible assets 3

Whenever there is an indication that a fixed tangible asset might be impasedcdverable amount is estimated and an impairment loss shall be
recognised if the net value of the asset exceeds its recoverable amount. Gerabte amount is determined as the highest between the fair value
less costs to sell and its value in use calculated based on the presenbffuture cash-flows estimated to be obtained from the continued use of
the asset and its sale at the end of the useful life.

The impairment losses of the fixed tangible assets are recognised in prolitssrfdr the period.

Investment property

Real estate properties owned by the investment funds consolidated in the Geotggagnised as Investment properties considering, that the main
objective of these buildings is the capital appreciation on a long term basis artd saleiin a short term period, or its maintenance for own use.

These investments are initially recognised at its acquisition costidimg} the transaction costs and subsequently revaluated at its fair value. The
fair value of the investment property should reflect the market conditiomedialance sheet date. Changes in fair value are recognised in results as
Other operating income / (costs) (note 8).

The experts responsible for the valuation of the assets are properly cefuifibét purpose, being registered in CMVM.

Intangible Assets

Research and development expenditure
The Group does not capitalise any research and development costs. All expensesgnised as costs in the period in which they occur.
Software

The Group accounts, as intangible assets, the costs associated to seftguaired from external entities and depreciates them on a straight line
basis by an estimated lifetime of three years. The Group does not capitaésnal costs arising from software development.
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t) Cash and equivalents
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For the purposes of the cash flow statement, cash and cash equivalents cdralari®es with less than three months’ maturity from the balance
sheet date, including cash and deposits with Central Banks and loans and adeamedg institutions.

Offsetting

Financial assets and liabilities are offset and recognised at their nedMabgkwhen: i) the Group has a legal right to offset the amounts recognised
and transactions can be settled at their net value; and ii) the Group inteséttleoon a net basis or perform the asset and settle the liability
simultaneously. Considering the current operations of the Group, no compensationeofalrenhount is made. In case of reclassifications of
comparative amounts, the provisions of IAS 1.41 are disclosed: a) the nature ofldssification; b) the amount of each item (or class of items)
reclassified and c) the reason for the reclassification.

Foreign currency transactions

Transactions in foreign currencies are translated into the respeatigédnal currency of the operation at the foreign exchange rate at the date of
the transaction. Monetary assets and liabilities denominated in foreigancigs are translated into the respective functional currency of the
operation at the foreign exchange rate at the reporting date. Foreign exchangadéfearising on translation are recognised in the profit and loss.
Non-monetary assets and liabilities denominated in foreign currendnésh \are stated at historical cost, are translated into the respéatictional
currency of the operation at the foreign exchange rate at the date of the ti@mshizin-monetary assets and liabilities denominated in foreign
currencies that are stated at fair value are translated into thectespfinctional currency of the operation at the foreign exchange rate at the date
that the fair value was determined against profit and loss, except for fihassits available-for-sale, for which the difference is recognisedsiga
equity.

Employee benefits
i) Defined benefit plans

The Group has the responsibility to pay to their employees' retirement peasidongdow and orphan benefits and permanent disability pensions, in
accordance with the agreement entered with the two collective labougameents. These benefits are estimated in the pension's plans ‘Plano ACT’
and ‘Plano ACTQ’ of the Pension Plan of BCP Group.

Until 2011, along with the benefits provided in two planes above, the Group had asthenwedponsibility, under certain conditions in each year, of
assigning a complementary plan to the Group's employees hired before 2mBept2006 (Complementary Plan). The Group at the end of 2012
decided to extinguish ("cut") the benefit of old age Complementary Plan. As Betémber 2012, the ISP ("Instituto de Seguros de Portugal” -
Portuguese Insurance Institute) formally approved this change to the benefifglee Group with effect from 1 January 2012. The cut of the plan
was made, having been assigned to the employees, individual rights acquirdtht @ate, the Group also proceeded to the settlement of the related
liability.

From 1 January 2011, banks' employees were integrated in the General SatidtyS8cheme which now covers their maternity, paternity,
adoption and pension benefits. However, the Banks remain liable for those besefiiacern iliness, disability and life insurance (Decree-Law no.
1-A/2011, of 3 January).

The contributory rate is 26.6% divided between 23.6% supported by the employer and 3%enlipgdhte employees, replacing the Banking Social
Healthcare System (‘Caixa de Abono de Familia dos Empregados Bancarios$i) wasicextinguished by the decree law referred above. As a
consequence of this amendment the capability to receive pensions by the actugless@ce covered by the General Social Security Scheme
regime, considering the service period between 1 January 2011 and the netismee The Bank supports the remaining difference for the total
pension assured in Collective Labor Agreement (‘Acordo Colectivo de Trabal

Following the approval by the Government of the Decree-Law no. 127/2011, which washmabbn 31 December, was established an agreement
between the Government, the Portuguese Banking Association and the Banking Lations @ order to transfer, to the Social Security, the
liabilities related to pensions currently being paid to pensioners andestias at 31 December 2011.

This agreement established that the responsibilities to be transfelagetireo the pensions in payment as at 31 December 2011 at fixed amounts
(discount rate 0%) in the component established in the ‘Instrumento de Regulagéti@obe Trabalho (IRCT - Instrument of Collective
Regulation of Work)' of the retirees and pensioners. The responsibilitieedeta the increase in pensions as well as any other complements
namely, contributions to the Health System (SAMS), death benefit and Heftite retirement benefit continued to be under the responsibility of the
Financial Institutions.

At the end of December 2016, a revision of the Collective Labour Agreement (AC3 eached between the BCP Group and the two unions
representive of the Group's employees, which introduced changes in the Seaisity chapter and consequently in the pension plan financed by
the BCP Group Pension Fund. The new ACT has already been published by the Mihisatyor in Bulletin of Labor and Employment, and their
effects were recorded in the financial statements of 31 December 2016, jtoyems associated with these two unions..

The negotiation with the " Sindicato dos Bancarios do Norte™ ("SBN"), whidswalso involved in the negotiations of the new ACT, was
concluded in April 2017 with the publication of the Bulletin of Labor and Employmeitt) the effects of this new ACT recorded in the financial
statements as at 30 June 2017, for employees associates of SBN.

The most relevant changes occurred in the ACT were the change in the retirgradptesumed disability) that changed from 65 years to 66 years
and two months in 2016, and the subsequent update of a further month for each year, at thededieach calendar year,and can not, in any
case, be higher than which it is in force at any moment in the General Regi®ecadl Security, the change in the formula for determining the
employer's contribution to the SAMS and a new benefit called the End of caexeiym that replaces the Seniority premium.

These changes described above were framed by the Group as a change to the pensiuteplthe terms of IAS 19, as such had an impact on the
present value of the liabilities with services rendered and were re@bimshe income statement for the year under "Staff costs ".
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The Group’s net obligation in respect of pension plans (defined benefit pensions plaftuisited on a half year basis at 31 December and 30 June
of each year, and whenever there are significant market fluctuations oris@mitpecific events, such as changes in the plan, curtailments or
settlements since the last estimate. The responsibilities with pagite are calculated using the Unit Credit Projected method and &dtuar
assumptions considered adequate.

Pension liabilities are calculated by the responsible actuary, whotiSexkby the Insurance Supervision Authority and Pension Fund (ASF).

The Group’s net obligation in respect of defined benefit pension plans and other bénefiiculated separately for each plan by estimating the
amount of future benefit that employees have earned in return for their sénvibe current and prior periods. The benefit is discounted in order to
determine its present value, using a discount rate determined by refeceimberést rates of high-quality corporate bonds that have maturity dates
approximating the terms of the Group’s obligations. The net obligations are deterafteedhe deduction of the fair value of the Pension Plan's
assets.

Extra-fund liability refers to pension supplements allocated to variouslayees under the retirement's negotiation processes with the aim of
encouraging them to join staff reduction programs.

The income / cost of interests with the pension plan is calculated, by the Gmaulpplying the net asset / liability with retirement pension
(liabilities less the fair value of the plan's assets) by the discouatused in the determination of the retirement pension liabilities, memtione
before. On this basis, the income / cost net of interests includes the inteststassociated with retirement pension liabilities and the expected
return of the plan's assets, both measured based on the discount rate usadateddle liabilities.

Gains and losses from the re-measurement, namely (i) actuarial gainssaed tesulting from differences between actuarial assumptions used and
the amounts actually observed (experience gains and losses) and changeguiiial aessumptions and (ii) gains and losses arising from the
difference between the expected return of the plan's assets and the amoaittedplzire recognised against equity under other comprehensive
income.

The Group recognises in its income statement a net total amount that comprtkesc(irrent service cost, (ii) the income / cost net of interest with
the pension plan, (iii) the effect of early retirement, (iv ) past serdgiosts and (v) the effects of any settlement or curtailment occurreagdie
period. The net income / cost with the pension plan is recognised as interestralad isicome or interest expense and similar costs depending on
their nature. The costs of early retirements correspond to the increasmiiitiés due to the employee's retirement before reaching the age of
retirement.

Employee benefits, other than pension plans, namely post retirement haadthenefits and benefits for the spouse and sons for death before
retirement are also included in the benefit plan calculation.

The contributions to the funds are made annually by each Group company accordingrtaim jglan contributions to ensure the solvency of the
fund. The minimum level required for the funding is 100% regarding the pension payments%nd@iding the past services of active employees.

i) Defined contribution plan

For Defined Contribution Plan, the responsibilities related to the beretfitibuted to the Group's employees are recognised as expenses when
incurred.

As at 30 June 2017, the Group has two defined contribution plans. One plan covers espldyewere hired before 1 July 2009. For this plan,
called non-contributory, Group's contributions will be made annually and equal to 18 efihual remuneration paid to employees in the previous
year. Contributions shall only be made if the following requirements are(ijpéte Bank's ROE equals or exceeds the rate of government bonds of
10 years plus 5 percentage points, and (ii) distributable profits or resenstsretkie accounts of Banco Comercial Portugués.

The other plan covers employees who have been hired after 1 July 2009. For thdgsigmated contributory, monthly contributions will be made
equal to 1.5% of the monthly remuneration received by employees in the current reitinéh by themselves or by the Group and employees. This
contribution has a mandatory character and is defined in the Collective Lajreeent of the BCP Group, and does not have a performance
criterion.

iii) Share based compensation plan

As at 30 June 2017 there are no share based compensation plans in force.

iv) Variable remuneration paid to employees

The Executive Committee decides on the most appropriate criteria of alocamong employees, whenever it is attributed. This variable
remuneration is charged to income statement in the period to which iselat

Income taxes

The Group is subject to the regime established by the Income Tax Code ("CIR@jtionally, deferred taxes resulting from the temporary
differences between the accounting net income and the net income accepted by thatfforities for Income Taxes calculation are accounted for,
whenever there is a reasonable probability that those taxes will be paid ormetavehe future.

Income tax registered in net income for the year comprises current andedefex effects. Income tax is recognised in the income statemenptexce
when related to items recognised directly in equity, which impligsetognition in equity. Deferred taxes arising from the revaluation ohéirz
assets available for sale and cash flow hedging derivatives are reabgnig®areholders’ equity and are recognised after in the income statement at
the moment the profit and loss that originated the deferred taxes are recognised.
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Current tax is the value that determines the taxable income for the yeag, tasi rates enacted or substantively enacted at the balance sheet date,
and any adjustment to tax payable in respect of previous years.

Deferred taxes are calculated in accordance with the liabilitthotebased on the balance sheet, considering temporary differences, béteeen
carrying amounts of assets and liabilities and the amounts used for taxation grigsisg the tax rates approved or substantially approved at
balance sheet date and that is expected to be applied when the temporarpckfisneversed.

Deferred tax liabilities are recognised for all taxable temporaryedéfices except for goodwill not deductible for tax purposes, differences arising
on initial recognition of assets and liabilities that affect neither acdéogmtor taxable profit and differences relating to investments in subsdi&oi
the extent that probably they will not reverse in the foreseeable future.

Deferred taxes assets are recognised to the extent when it is probablettinattiixable profits will be available to absorb deductible temporary
differences for taxation purposes (including reportable taxable losses).

The Group, as established in IAS 12, paragraph 74, compensates the defemedei@xand liabilities if, and only if: (i) has a legally enforceable
right to set off current tax assets against current tax liabilities;(@nthe deferred tax assets and the deferred tax liabilitiese¢tatncome taxes
levied by the same taxation authority on either the same taxable entiifferent taxable entities which intend either to settle currentitbilities

and assets on a net basis, or to realize the assets and settle theéebasifhultaneously, in each future period in which significant amounts of
deferred tax liabilities or assets are expected to be settled orarszbv

In 2016, a group of entities of the BCP Group adhered to the Special Regime for th@Mha{aBroups of Companies ("RETGS") for the purposes
of taxation of income tax.

Under the scope of taxation under this regime, the Group chose to consider thaethe effthe determination of the taxable income according to
RETGS are reflected in the tax calculation of each entity's Ifigear, which includes the effect on the current tax due to the use of tax logs ca
forwards generated by another entity of the Group.

Segmental reporting

The Group adopted the IFRS 8 - Operating Segments for the purpose of disclosureafirdoonation by operating and geographic segments. A
business segment is a Group's component: (i) which develops business activitizantiohtain revenues or expenses; (ii) whose operating results
are regularly reviewed by the management with the aim of taking deciskmmg allocating resources to the segment and assess its performance,
and (iii) for which separate financial information is available.

The Group controls its activity through the following major operating segments:

Portugal activity:

- Retail Banking, also including ActivoBank;

- Companies, Corporate and Investment Banking;
- Private Banking;

- Non-core business portfolio;

- Other.

"Other" (Portugal activity) includes the activities that are not alledato remaining segments namely centralized management of financial
investments, corporate activities and insurance activity.

Foreign activity:
- Poland;

- Mozambique;
- Other.

"Other" (foreign activity) includes the activity developed by subsid&in Switzerland and Cayman Islands and also the contribution of the
participation in an associate in Angola.

In the context of the Banco Millennium in Angola merger process with Banco Pri&#léntico, which agreement occurred in 22 April 2016 and the
conclusion of the process of the necessary authorizations in 3 May 2016, BanconMiffeAngola was considered as a discontinued operation in
March 2016, with the impact of its results presented in the balance Inconss) lasing from discontinued or discontinuing operations and restated
for the previous periods. At the consolidated balance, the assets and liglifidanco Millennium Angola, S.A. continued to be consolidated by
the purchase method till April 2016.

After the completion of the merger, in May 2016, the assets and liabilitieBaoico Millennium in Angola stopped being considered in the
consolidated balance sheet and the investment of 22.5 % in Banco Millenniuntiédlé&he new merged entity, started being consolidated using the
equity method and its contribution to the Group's results have been recognitedconsolidated accounts from May 2016 onwards, in the balance
"Share of profit of associates under the equity method".

Provisions, contingent liabilities and contingeissets

Provisions

Provisions are recognised when (i) the Group has a present obligation (legalitiingefrom past practices or published policies that imply the
recognition of certain responsibilities); (ii) it is probable that a paymehbe required to settle (iii) a reliable estimate can be made of theust

of the obligation.

The measurement of provisions takes into account the principles set in IAS 3dinggthe best estimate of the expected cost, the most likely

result of current actions and considering the risks and uncertainties inhetéetpnocess result. On the cases that the discount effect is material,
provision corresponds to the actual value of the expected future payments, disdpuatete that considers the associated risk of the obligation.
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Provisions are reviewed at each balance sheet date and adjusteddithefleest estimate, being reverted through profit and loss in the proportion
of the payments that are probable.

The provisions are derecognised through their use for the obligations for whighvtire initially accounted or for the cases that the situations
were not already observed.

Contingent liabilities

Contingent liabilities are not recognised in the financial statementsglieimed under IAS 37 whenever the possibility of an outflow of resources
regarding economic benefits is not remote.

The group registers a contingent liability when:

(a) itis a possible obligation that arises from past events and whose existéinoe confirmed only by the occurrence or non-occurrence of one
or more uncertain future events not wholly within the control of the Group; or

(b) a present obligation that arises from past events but is not recognised because:

(i) it is not probable that an outflow of resources embodying economic benefits wiichered to settle the obligation; or
(i) the amount of the obligation cannot be measured with sufficient reliability

The contingent liabilities identified are subject to disclosure, unless thébgitgf an outflow of resources incorporating economic benefits is
remote.

Contingent assets
Contingent assets are not recognised in the financial statements and arsedisghen a future economic inflow of resources is probable.

aa) Earnings per share

Basic earnings per share are calculated by dividing net income attributakleateholders of the Group by the weighted average number of
ordinary shares outstanding, excluding the average number of ordinary shares purchase@royp and held as treasury shares.

For the diluted earnings per share, the weighted average number of ordinary shatasding is adjusted to consider conversion of all dilutive
potential ordinary shares. Potential or contingent share issues are tredi@dias when their conversion to shares would decrease net earnings
per share. If the earnings per share are changed as a result of an issue witimpoemliscount or other event that changed the potential number of
ordinary shares or as a result of changes in the accounting policies, the earningsagerfos all presented periods should be adjusted
retrospectively.

ab) Insurance contracts

Classification

The Group issues contracts that contain insurance risk, financial risk or d@retioh of both insurance and financial risk. A contract, under which
the Group accepts significant insurance risk from another party, by agreetantpensate that party on the occurrence of a specified uncertain
future event, is classified as an insurance contract.

A contract issued by the Group without significant insurance risk, but on whichdiakrisk is transferred with discretionary participating features
is classified as an investment contract recognised and measuredoidla@uce with the accounting policies applicable to insurance contracts. A
contract issued by the Group that transfers only financial risk, without edisciary participating features, is accounted for as a financial
instrument.

Recognition and measurement

Premiums of life insurance and investment contracts with discretionaticipating features, which are considered as long-term contracts are
recognised as income when due from the policyholders. The benefits and otherreagtsognised concurrently with the recognition of income
over the life of the contracts. This specialization is achieved through tlablistiment of provisions / liabilities of insurance contracts and
investment contracts with discretionary participating features.

The responsibilities correspond to the present value of future benefits payebte administrative expenses directly associated with the contracts,
less the theoretical premiums that would be required to comply with tlablesdted benefits and related expenses. The liabilities are determined
based on assumptions of mortality, costs of management or investment at tHmwadade.

For contracts where the payment period is significantly shorter than the perioenefit, premiums are deferred and recognised as income in
proportion to the duration period of risk coverage. Regarding short-term coniradtsling contracts of non-life insurance, premiums are recorded
at the time of issue. The award is recognised as income acquired in a plmsigaduring the term of the contract. The provision for unearned
premiums represents the amount of issued premiums on risks not occurred.

Premiums
Gross premiums written are recognised for as income in the period to whichetsigect independently from the moment of payment or receivable,

in accordance with the accrual accounting principle. Reinsurance premiunts a@edaccounted for as expense in the period to which they respect
in the same way as gross premiums written.
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Provision for unearned premiums from direct insurance and reinsurance premiums ceded

The provision for unearned gross premiums is based on the evaluation of the premitters mefore the end of the year but for which the risk
period continues after the year end. This provision is calculated using thetpriemgporis method applied to each contract in force.

Liability adequacy test

At each reporting date, the Group evaluates the adequacy of liabilit@sgffom insurance contracts and investment contracts with discretionary
participating features. The evaluation of the adequacy of responsibittieade based on the projection of future cash flows associated with each
contract, discounted at market interest rate without risk. This evaluatidone product by product or aggregate of products when the risks are
similar or managed jointly. Any deficiency, if exists, is recorded in tlieup's results as determined.

Insurance or reinsurance intermediation services

The Banco Comercial Portugués and Banco ActivoBank are entities authbyizhd 'Autoridade de Supervisdo de Seguros e Fundos de Pensdes'
(Portuguese Insurance Regulation) to practice the activity of insurance edetion in the category of Online Insurance Broker, in accordance
with Article 8., Paragraph a), point i) of Decree-Law n. °© 144/2006, of July 31, devgjdpe activity of insurance intermediation in life and non-
life.

Within the insurance intermediation services, these banks perform the salsucdnce contracts. As compensation for services rendered for
insurance intermediation, they receive commissions for arranging contragtswénce and investment contracts, which are defined in the
agreements / protocols established with the Insurance Companies.

Commissions received by insurance intermediation are recognised idancerwith the accrual accounting principle, so the commissions which
receipt occurs at different time period to which it relates are subjeedistration as an amount receivable under Other Assets.

Accounting estimates and judgments in applyostgganting policies

IFRS set forth a range of accounting treatments that requires that the Boairgctois, on the advice of the Executive Committee apply judgments
and make estimates in deciding which treatment is most appropriate. Theigrfitant of these accounting estimates and judgments used in the
accounting principles application are discussed in this section in orderpmwa understanding of how their application affects the Group's
reported results and related disclosure.

Considering that in some cases there are several alternatives to the aggdwgtment chosen by the Board of Directors, on the advice of the
Executive Committee, the Group’s reported results would differ if a diffetreatment was chosen. The Board of Directors, on the advice of the
Executive Committee believes that the choices made are appropriate and tfinaticéal statements present the Group’s financial position and
results fairly in all material relevant aspects.

The alternative outcomes discussed below are presented solely to lassisader in understanding the financial statements and are not intended to
suggest that other alternatives or estimates would be more appropriate.

i) Impairment losses on loans and advances to customers

The Group reviews its loan portfolios to assess impairment losses on arhgdudais, as described in note 1 c). The evaluation process in
determining whether an impairment loss should be recorded is subject to numenmagessand judgments. The probability of default, risk ratings,
value of associated collaterals recovery rates and the estimatimotitothe amount and timing of future cash flows received, among other things,
are considered in making this evaluation.

Alternative methodologies and the use of different assumptions and estimatesesultdn a higher level of impairment losses recognised with a
consequent impact in profit and loss of the Group.

i) Income taxes

The Group is subject to income taxes in numerous jurisdictions. Significanpiatations and estimates are required in determining the total
amount for income taxes. There are many transactions and calculations fdr thbicltimate tax determination is uncertain during the ordinary
course of business. Different interpretations and estimates would resudifferent level of income taxes, current and deferred, recognised in the
year.

This aspect assumes greater relevance for the purposes of the analysis afotrexadaility of deferred taxes, in which the Group considers
projections of future taxable income based on a set of assumptions, including thatestfincome before tax, adjustments to the taxable and the
interpretation of the tax legislation. Thus, the recoverability of defelagdssets depends on the implementation of the Bank's Board of Directors,
namely the ability to generate estimated taxable income and the inteigmeththe tax legislation.

The taxable profit or tax loss reported by the Bank or its subsidiaries logatedrtugal can be corrected by the Portuguese tax authorities within
four years except in the case it has been made any deduction or used tax dneditthe expiration date is the period of this right report. The
Executive Committee believes that any corrections resulting maioiy ffifferences in the interpretation of tax law will not have materialatfte

the financial statements.

Regarding the activity in Portugal, the specific rules regarding the tarmeefpr credit impairment and guarantees for the tax periods beginning on
or after 1 January 2017 are not defined, since the reference to the Bank of Potttigal No. 3/95 was only applicable until 31 December 2016
and the regime that will be effective as at 1 January 2017 has not yet been défitted context, the Executive Committee is considering, for the
purpose of calculating taxable income and the deferred tax recording witkemeéerto 30 June 2017, that the impairment of the credit and
guarantees recorded which is deductible for IRC purpose is limited to the amoung déductible provisions that would have been verified if the
Bank of Portugal Notice No. 3/95 still remained in force.
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In the projections of future taxable income, the Executive Committee considezexpproximation between the tax rules and the accounting rules
underlying a draft bill amending the article 28-C of the IRC Code which was publafsrred to by the Secretary of State of Fiscal Issues in
functions until 13 July 2017, under the terms described in note 31, since it is considdradiiploma is likely to be approved without substantial
changes in relation to referred draft bill.

iii) Non-current assets held for sale (real estate) valuation

The properties registered in the portfolio of non-current assets held foarsagibject to periodic real estate valuations, carried out by independent
experts registered at the CMVM, from their registration and until theiectegnition, to be carried out on a property by property basis, according to
the circumstances in which each property is and consistent with the digics@lgy. The preparation of these evaluations involves the use of
several assumptions. Different assumptions or changes occurred in thenfetayhef recognised value of these assets.

iv) Pension and other employees’ benefits

Determining pension liabilities requires the use of assumptions and estinmat&iding the use of actuarial projections, estimated returns on
investment, and other factors, such as discount rate, pensions and salary rgteywthortality table, that could impact the cost and liability of the
pension plan.

As defined by IAS 19, the discount rate used to update the responsibilities of thés Banision fund is based on an analysis performed over the
market yield regarding a bond issues universe — with high quality (low résfferent maturities (appropriate to the period of liquidation of the
fund's liabilities) and denominated in Euros - related to a diverse andsezgegive range of issuers.

v) Impairment of financial assets available for-sale

The Group determines that financial assets available for-sale ar@@upehen there has been a significant or prolonged decrease in the fair value.
This determination of what is significant or prolonged requires judgment. In makiagudgment, the Group evaluates among other factors, the
volatility in the prices of the financial assets. According to the Group'igsl 30% of depreciation in the fair value of an equity instrument is
considered a significant devaluation and the 1 year period is assumed to berggptbtiecrease in the fair value below the acquisition cost.

In addition, valuations are generally obtained through market quotation or valuatidals that may require assumptions or judgment in making
estimates of fair value.

Alternative methodologies and the use of different assumptions and estimatesasuiidn a higher level of impairment losses recognised with a
consequent impact in profit and loss of the Group.

vi) Fair value of derivatives

Fair values are based on listed market prices if available, othefaisealue is determined either by dealer price quotations (either for that
transaction or for similar instruments traded) or by pricing models, basegeb present value of estimated future cash flows which take into
account market conditions for the underlying instruments, time value, yieldecand volatility factors. These pricing models may require
assumptions or judgments in estimating their fair values. Consequently, tref asgifferent model or of different assumptions or judgments in
applying a particular model could result in different results from the ones egport

vii) Held-to-maturity investments

The Group follows the guidance of IAS 39 on classifying some of its non-derivatieadial assets with fixed or determinable payments and fixed
maturity as held-to-maturity. This classification requires signiftgadgment.

In making this judgment, the Group evaluates its intention and ability to haith snvestments to maturity. If the Group fails to keep these
investments to maturity other than for the specific circumstances — fangea selling an insignificant amount close to maturity — it will be
required to reclassify the entire class as available-for-sakeit8 consequently fair value measure and not at the amortization costiféstinents
would therefore be measured at fair value instead of amortised costtdieidturity investments are subject to impairment tests made by the
Group. The use of different assumptions and estimates could have an impacttiapadfss of the Group.

viii) Entities included in the consolidation perimeter

For the purposes of determining entities to include in the consolidation perirtiteeGroup assess whether it is exposed to, or has rights to, the
variable returns from its involvement with the entity and it is ableacetpossession of those results through the power it holds (de facto control).
The decision if an entity needs to be consolidated by the Group requires the use oénidgstimates and assumptions to determine what extend
the Group is exposed to the variable returns and its ability to use its povadietd those returns. Different estimates and assumptions could lead
the Group to a different scope of consolidation perimeter with a direct impaadrisolidated income.

ix) Goodwill impairment

The recoverable amount of the goodwill recorded in the Group's asset iseabaessially in the preparation of accounts with reference to the end
of the year or whenever there are indications of eventual loss of value. For this pufmosarrying amount of the business units of the Group for
which goodwill has been recognised is compared with the respective rebevaraount. A goodwill impairment loss is recognised when the
carrying amount of the business unit exceeds the respective recoverable amount.

In the absence of an available market value, the recoverable amouneisohetd using cash flows predictions, applying a discount rate that
includes a risk premium appropriated to the business unit being tested. Deteyrtiie cash flows to discount and the discount rate, involves
judgment.

Subsequent events

Events occurring after the date of the statement of financial position thatdgroviormation on situations occurring after that date, if significant,
are disclosed in the notes to the consolidated financial statements.
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2. Net interest income, net gains arising from trading and hedging activies and from financial assets available for sale

IFRS requires separate disclosure of net interest income and net gains fiasirtgading and hedging activities and from financial assets availablssfe,

as presented in notes 3, 6 and 7. A particular business activity can gemepate in each of these captions, whereby the disclosure requirement demesnstra
the contribution of the different business activities for the net interesgimand net gains from trading and hedging and from financial assets available for
sale.

The amount of this account is comprised of:

Jun 2017 Jun 2016
Euros '000 Euros '000
Net interest income (note 3) 678,499 600,804
Net gains from trading and hedging asgeite 6) 58,596 74,564
Net gains from financial assets availdbiesale (note 7) 31,308 108,259
768,403 783,627
3. Net interest income
The amount of this account is comprised of:
Jun 2017 Jun 201¢
Euros '000 Euros '000
Interest and similar income
Interest on loans 768,125 782,808
Interest on trading securities 2,716 3,842
Interest on other financial assets valued at fair
value through profit and loss account 1,753 1,780
Interest on available for sale financial assets 9,118 100,720
Interest on held to maturity financial assets 9,30 4,531
Interest on hedging derivatives 43,982 50,835
Interest on derivatives associated to financial
instruments through profit and loss account 63,9 6,946
Interest on deposits and other investments 17,028 14,014
956,582 965,476
Interest expense and similar charges
Interest on deposits and other resources 182,637 208,914
Interest on securities issued 48,322 78,760
Interest on subordinated debt
Hybrid instruments eligible as core tier 1 (2xs)
underwritten by the Portuguese State 6,343 32,801
Others 28,298 28,888
Interest on hedging derivatives 9,968 7,805
Interest on derivatives associated to financial
instruments through profit and loss account 12,5 7,504
278,083 364,672
678,499 600,804

The balance Interest on loans includes the amount of Euros 20,161,000 (30 June 2016: Euros 21,336,000) cefataissions and other gains accounted
for in accordance with the effective interest method, as referred iadt@unting policy described in note 1 m).

The balances Interest on securities issued and Interest on subordinatediele ihe amount of Euros 22,694,000 (30 June 2016: Euros 39,628,000) related
to commissions and other costs accounted for under the effective interest nathef&rred in the accounting policy described in note 1 m).

The balance Interest and similar income includes, the amount of Euros 59,104,000 (30 Juneu@d 64F128,000) related to interest income arising from
customers with signs of impairment (individual and collective analysis).
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4. Dividends from equity instruments

The amount of this account is comprised of:

Dividends from financial assets available foesal
Dividends from financial assets held for trading

Jun 2017 Jun 201¢
Euros '000 Euros '000
1,604 5,804
1 -
1,605 5,804

The balance of Dividends from financial assets available for sale includigiedds and income from investment fund units received during the period.

5. Net fees and commissions income

The amount of this account is comprised of:

Fees and commissions received
From guarantees
From commitments
From banking services
From insurance activity commissions
From securities operations
From management and maintenance of accounts
From fiduciary and trust activities
From other commissions

Fees and commissions paid
From guarantees received provided by thirtiger
From banking services
From insurance activity commissions
From securities operations
From other commissions

Jun 2017 Jun 201¢

Euros '000 Euros '000
31,857 33,646
2,013 2,034
233,579 199,344
615 701
48,764 45,033
47416, 45,412
416 421
20,648 43,112
384,366 369,703
2,819 2,409
38,873 33,662
857 739
4,941 6,098
6,552 6,464
54,042 49,372
330,324 320,331

The balance Fees and commissions received - From banking services inbledesdunt of Euros 39,275,000 (30 June 2016: Euros 39,065,000) related to

insurance mediation commissions.
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6. Net gains / (losses) arising from trading and heging activities

The amount of this account is comprised of:

Gains arising on trading and hedging activities
Foreign exchange activity

Transactions with financial instruments recogdis

at fair value through profit and loss
Held for trading
Securities portfolio
Fixed income
Variable income
Certificates and structured securitieseésisu
Derivatives associated to financial

instruments at fair value through prefid loss

Other financial instruments derivatives
Other financial instruments at fair value
through profit and loss
Other financial instruments
Repurchase of own issues
Hedging accounting
Hedging derivatives
Hedged items
Credit sales
Other operations

Losses arising on trading and hedging activities
Foreign exchange activity

Transactions with financial instruments recogdis

at fair value through profit and loss
Held for trading
Securities portfolio
Fixed income
Variable income
Certificates and structured securitieseésisu
Derivatives associated to financial
instruments through profit and loss
Other financial instruments derivatives
Other financial instruments at fair value
through profit and loss
Securities portfolio
Fixed income
Other financial instruments
Repurchase of own issues
Hedging accounting
Hedging derivatives
Hedged items
Credit sales
Other operations

Jun 2017 Jun 201¢

Euros '000 Euros '000
907,919 995,878
4,433 5,042
401 23,716
30,659 46,076
14,390 21,020
228 218,086
2,228 5,799
809 6,391
67,579 32,882
37,978 112,183
13,531 26,523
3,239 1,177
1,317,194 1,494,773
868,022 951,758
2,680 4,607
488 24,227
64,321 1,605
7,504 18,536
B3, 265,216
1,647 4,036
8,603 6,163
353 5,557
99,083 123,680
8,258 11,893
12,031 783
776 2,148
1,258,598 1,420,209
58,596 74,564
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The balance Net gains arising from trading and hedging activities includest, 20 June 2017, for Deposits from customers - Deposits at fair value through
profit and loss, a loss of Euros 227,000 (30 June 2016: gain of Euros 2,832,000) related to tladuéaithanges arising from changes in own credit risk
(spread), as referred in note 34.

This balance also includes for Debt securities at fair value through profitemsd & gain of Euros 392,000 (30 June 2016: loss of Euros 923,000) as referred in
note 35, and for derivatives liabilities associated to financial instnisna gain of Euros 1,616,000 (30 June 2016: gain of Euros 8,730,000), related to the fair
value changes arising from changes in own credit risk (spread).

The caption Transactions with financial instruments measured at fair traloiegh profit and loss - Other financial instruments measured at fair valoeghr
profit and loss, did not present any material impact on differences in thalirétognition between fair value and transaction price of financiatasse
financial liabilities at fair value through profit and loss (IAS 39 paragraphs @@ AG76 and IFRS 7.28).

The result of repurchase of own issues is determined in accordance with thantieg policy described in note 1 d).

. Net gains / (losses) arising from financial asseavailable for sale

The amount of this account is comprised of:

Jun 2017 Jun 201¢
Euros '000 Euros '000
Gains arising from financial assets available fates
Fixed income 18,069 17,703
Variable income 15,256 91,027
Losses arising from financial assets availabledale
Fixed income (2,007) (470)
Variable income (10) (1)
31,308 108,259

The balance Gains arising from financial assets available for saled Fiicome - includes, as at 30 June 2017, the amount of Euros 4,787,000 (30 June 2016:
Euros 246,000) related to gains resulting from the sale of Portuguese Treasury bonds.

On 21 June 2016, it was completed the purchase of Visa Europe Ltd by Visa Inc. Botdo Eomercial Portugués, S.A (BCP) and Bank Millennium S.A.
(Poland), as a key member of Visa Europe Ltd benefited from this transaafiich resulted in the receipt for the sale of shareholdings in Visa EuropeLtd t
Visa Inc., an up-front cash value and convertible preferred shares into costmaces of Visa Inc. Class A and a deferred payment to 3 years.

The balance Gains arising from financial assets available for saleiabl@income included, as at 30 June 2016, the amount of Euros 90,992,000 (of which
Euros 64,639,000 regards to Bank Millennium, S.A and Euros 26,353,000 to BCP) related to gaigsiamn the sale of the investment held in Visa Europe.

. Other operating income / (costs)

The amount of this account is comprised of:

Jun 2017 Jun 201¢
Euros '000 Euros '000
Operating income
Income from services 13,622 13,678
Cheques and others 6,466 6,637
Gains on leasing operations 5,043 1,669
Rents 1,181 1,429
Other operating income 6,911 4,520
33,223 27,933
Operating costs

Taxes 10,542 11,839
Donations and contributions 1,847 2,519
Contribution over the banking sector 31,037 24,820
Resolution Funds Contribution 8,490 5,651
Contribution for the Single Resolution Fund 18,246 21,222
Contributions to Deposit Guarantee Fund 17,230 10,363
Tax for the Polish banking sector 21,989 18,393
Losses on financial leasing operations 64 433
Other operating costs 9,647 19,021
119,092 114,261

(85,869) (86,328)
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The balance Contribution over the banking sector is estimated according tartiedethe Decree-Law no. 55-A/2010. The determination of the amount
payable is based on: (i) the annual average liabilities deducted by coral ¢@getr 1) and supplementary capital (Tier 2) and deposits covered by theiDepos
Guarantee Fund, and (ii) notional amount of derivatives.

The balance Contribution to the Resolution Fund corresponds to the periodic contribbaomsust be paid to the Fund, as stipulated in Decree-Law No
24/2013. The periodic contributions are determined by a base rate, establishedBaykhef Portugal through regulatory instruments, to be applied in each
year and which may be adjusted to the credit institution’s risk profile orb#isés of the objective incidence of those contributions. The period contributions
afect the liabilities of the credit institutions members of the Fund, as perrtibked 0 of the referred Decree-Law, deducted from the liability elets that are

part of the core capital and supplementary and from the deposits covered by thetDe@oantee Fund.

The balance Contribution to the Single Resolution Fund (‘SRF’) corresponds to thesBamidal ex-ante contribution to support the application of resolution
measures at EU level. The SRF has been established by Regulation (EBD&®014 (the “SRM Regulation”). The SRF is financed from ex-ante
contributions paid annually at individual level by all credit institutionshivitthe Banking Union. Contributions to the SRF take into account the annual target
level as well as the size and the risk profile of institutions.

In calculating the ex-ante contributions, the SRF applies the methodology as setthatCommission Delegated Regulation (EU) 2015/63 and European
Parliament and of the Council Regulation (EU) 806/2014. The annual contribution to thesFeemed on the institution's liabilities excluding own funds and
covered deposits considering adjustments due to derivatives and intra groupdshitd on a risk factor adjustment that depends on the risk profile of the
institution.

In accordance with Article 67(4) of SRM Regulation and in accordance withirttergovernmental Agreement on the transfer and mutualisation of
contributions to the SRF, the ex-ante contributions are collected by national res@uthorities and transferred to the SRF by 30 June of each year.

During the first semester of 2017, the Group delivered the amount of Euros 18,246,000 (30 June 20181 P@&600) to the Single Resolution Fund. The
total value of the contribution attributable to the Group amounted to Euros 21,466,000n8QQJ16: Euros 24,967,000) and the Group opted to constitute an
irrevocable commitment, through a constitution of a bailment for this purposleeiamount of Euros 3,220,000 (30 June 2016: Euros 3,745,000), not having
this component been recognised as a cost, as defined by the Single Resolution Doacenirdance with the methodology set out in Delegated Regulation
(EU) No 2015/63 of the Commission of 21 October 2014 and with the conditions laid down imgiementing Regulation (EU) 2015/81 of the Council of
19 December 2014.

The balance Contribution to Deposit Guarantee Fund includes, as at 30 June 2017 the antfwnoiscf7,120,000 (30 June 2016: Euros 20,281,000)
regarding obligatory contributions made by Bank Millennium, S.A to Poland's Banka@igge Fund (BFG). It was introduced an amendment to the BFG Act
which changed the periodicity of calculation and payment of BFG contributions teeiwdution fund (former prudential fee) from quarterly to yearly (as
regards contribution to guarantee fund quarterly cycle of calculation has b&ietamed). In addition, the methodology for calculating of both contributions
has been changed, the final amounts of fees in 2017 are calculated and reposaetl Rwksh bank by BFG. As a consequence, according to requirements of
IFRIC 21, the Bank Millennium, S.A. recognised on a one-off basis costs of theitiesolee (based on estimations), at the moment of recognition obligation
to pay the contribution i.e. at 1 January, having been made an adjustment to thelfieareported during the first semester of 2017.

. Staff costs

The amount of this account is comprised of:

Jun 2017 Jun 201¢
Euros '000 Euros '000
Remunerations 205,574 207,865
Mandatory social security charges
Post-employment benefits (note 48)
Service cost (8,158) (376)
Net interest cost / (income) in the lidlgitoverage balance 2,267 2,252
Cost / (income) with early retirement pramgs
and mutually agreed terminations 4,094 (889)
Collective Labour Agreement (39,997) -
(41,794) 987
Other mandatory social security charges 62,413 50,196
20,619 51,183
Voluntary social security charges 1,189 6,230
Other staff costs 14,098 8,408
241,480 273,686
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10. Other administrative costs

The amount of this account is comprised of:

Jun 2017 Jun 201¢
Euros '000 Euros '000

Rents and leases 48,049 50,045
Outsourcing and independent labour 38,245 37,018
Advertising 13,340 11,826
Communications 10,864 11,895
Maintenance and related services 8,620 9,584
Information technology services 8,559 9,387
Water, electricity and fuel 7,738 8,232
Advisory services 5,896 4,850
Transportation 3,797 4,196
Travel, hotel and representation costs 3,737 3,825
Legal expenses 3,567 3,093
Consumables 2,285 2,303
Insurance 2,303 2,220
Credit cards and mortgage 3,115 1,942
Training costs 889 647
Other specialised services 9,566 11,269
Other supplies and services 12,039 12,553

182,609 184,885

The balance Rents and lease includes the amount of Euros 39,626,000 (30 June 2016: Euros 41,812,000)eelstedit regarding buildings used by the
Group as lessee.

In accordance with accounting policy 1), under IAS 17, the Group has various opdestseg for properties and vehicles. The payments under these leases are
recognised in the profit and loss during the life of the contract. The minimum fpyments relating to operating leases not revocable, by maturitysare a
follows:

Jun 2017 Jun 2016
Properties Vehicles Total Properties Vehicles Total
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000 Hos '000
Until 1 year 91,271 314 91,585 74,924 847 75,771
1to 5 years 77,531 266 77,797 80,734 625 81,359
Over 5 years 15,281 - 15,281 13,769 3 13,772
184,083 580 184,663 169,427 1,475 170,902
11. Amortizations and depreciations
The amount of this account is comprised of:
Jun 2017 Jun 201¢
Euros '000 Euros '000
Intangible assets amortizations (note 30):

Software 5,236 5,167

Other intangible assets 357 215

5,593 5,382

Other tangible assets depreciations (note 29):
Properties 9,718 10,122
Equipment

Computer equipment 4,414 3,774

Motor vehicles 2,207 2,219

Interior installations 978 936

Furniture 953 842

Security equipment 807 803

Machinery 325 348

Other equipment 1,124 1,054

20,526 20,098

26,119 25,480
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12. Loans impairment

The amount of this account is comprised of:

Jun 2017 Jun 201¢
Euros '000 Euros '000
Loans and advances to customers:
Impairment charge for the period 551,222 734,889
Write-back for the period (236,336) (92,538)
Recovery of loans and interest charged-otitgi22) (9,896) (23,671)
304,990 618,680
Loans and advances to credit institutic
Write-back for the period - (2)
304,990 618,678

The balance Loans impairment is related to an estimate of the incurres Ideermined according with the methodology for a regular evaluation of ivkject

evidence of impairment, as referred in accounting policy described in ngte 1 ¢

13. Other financial assets impairment

The amount of this account is comprised of:

Jun 2017 Jun 201¢
Euros '000 Euros '000
Impairment of financial assets available for sale
Charge for the period (note 23) 31,926 171,996

The balance Impairment of financial assets available for sale - Chardeefqreriod includes the impairment losses on shares and on participation units held

by the Group in the amount of Euros 31,917,000 (30 June 2016: Euros 133,144,000). This amount includes Euros 31,609,0@02(B6: Euros
123,252,000) related to impairment losses on investments held in restructuringdsnidscribed in note 56.

14. Other provisions

The amount of this account is comprised of:

Jun 2017 Jun 201¢
Euros '000 Euros '000
Provision for guarantees and otoenmitments (note 37)
Charge for the period 8,286 14,384
Write-back for the period (9,433) (4,167)
(1,147) 10,217
Other provisions for liabilitieadcharges (note 37)
Charge for the period 9,748 7,083
Write-back for the period (492) (7,828)
9,256 (745)
8,109 9,472
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15. Share of profit of associates under the equity ethod

The main contributions of the investments accounted for under the equity method asedresd follows:

30 June 2017

Jun 2017 Jun 201¢
Euros '000 Euros '000
Millenniumbcp Ageas Grupo Segurador, S.G.P.S., S.A. 17,368 8,640
Banco Millennium Atlantico, S.A. 15,771 2,953
Unicre - Instituigdo Financeira de Crédito, S.A. 228 23,920
Banque BCP, S.A.S. 1,813 1,438
SIBS, S.G.P.S, S.A. 1,108 3,957
Banque BCP (Luxembourg), S.A. 8 40
Other companies (3,788) (3,232)
35,104 37,716

Banco Comercial Portugués, S.A. agreed to carry out a merger of Banco Millernigola, S.A. with Banco Privado Atlantico, S.A. in which in April 2016,
the Group was entitled to hold 22.5% of the new entity, the Banco Millennium A¢&r$.A., which started to be accounted by the equity method from May
2016. Thus, with reference to 30 June 2016, the contribution of Banco Millennium Atla®iéois equivalent to 2 months. The main impacts of this

transaction are detailed in note 57.

The amount of this account is comprised of:

16. Gains / (losses) arising from the sale of subgdes and other assets

Jun 2017 Jun 2016
Euros '000 Euros '000
Sale of 3.7% the investment held in Banque BCR,(Buxembourg) - 465
Liquidation of Propaco related to the 52.7% afistment held ) -
Sale of 41.1% the investment held in Nanium (3,821) -
Other assets 357 (4,945)
(3,466) (4,480)

The caption Gains / (losses) arising from the sale of subsidiaries and offets afther assets corresponds, namely, to the losses arising fromettod sal
assets of the Group classified as non-current assets held for sale (notea®p) the revaluations of investment properties (note 28).

The amount of this account is comprised of:

Appropriated net income / (loss) before incomegaxe

17. Income / (Loss) arising from discontinued or disontinuing operations

Net income before income taxes of Banco MillermAngola, S.A. -

Gains arising from the merger of Banco Millamni
Angola, S.A. and Banco Privado AtlantiSoA.

Gains arising from the sale of Millennium bcpg&o de Activos

- Sociedade Gestora de Fundos de Investang.A.

Taxes
Banco Millennium Angola, S.A.

Jun 2017 Jun 201¢
Euros '000 Euros '000
41,934
- 7,329
1,250 1,092
1,250 50,355
- (5,128)
1,250 45,227

153



BANCO COMERCIAL PORTUGUES
Notes to the Interim Condensed Consolidated Fimdi&tatements
30 June 2017

18. Earnings per share

The earnings per share are calculated as follows:

Jun 2017 Jun 201¢
Euros '000 Euros '000

Continuing operations

Net income / (loss) 139,865 (162,961)

Non-controlling interests (51,187) (61,151)

Appropriated net income / (loss) 88,678 (224,112)
Discontinued or discontinuing operations

Net income / (loss) 1,250 45,227

Non-controlling interests - (18,366)

Appropriated net income / (loss) 1,250 26,861
Adjusted net income / (loss) 89,928 (197,251)
Average number of shares 12,314,299,742 1,205,801,483
Basic earnings per share (Euros):

from continuing operations 0.015 (0.374)

from discontinued or discontinuing operations 00,0 0.045

0.015 (0.329)

Diluted earnings per share (Euros):

from continuing operations 0.015 (0.374)

from discontinued or discontinuing operations 00,0 0.045

0.015 (0.329)

The Bank's share capital, as at 30 June 2017, amounts to Euros 5,600,738,053.72 and is repsed@ntd®,989,952 ordinary, book-entry and nominats
shares, without nominal value, which is fully paid.

During 2016, Banco Comercial Portugués proceeded with a reverse stock gplitjtwlecrease of the share capital, of the shares representing the Bank’s share
capital, by applying a regrouping ratio of 1:75, every 75 shares prior to theseesplit corresponding to 1 share thereafter, which is applicable to ah#ress
in the same proportion.

In November 2016, and in accordance with the resolution of the General Meetinttaodt®lders of 21 April 2016 to suppress the pre-emptive right of the
shareholders, the Board of Directors of BCP has approved a resolution for tleasecof BCP’'s share capital, from Euros 4,094,235,361.88 to Euros
4,268,817,689.20, by way of a private placement of 157,437,395 new shares offered for subscripticedby(Edsun Group) at a subscription price of Euros
1.1089 per new share.

As referred in note 46, the Board of Directors of BCP has resolved on 9 13aB047, to increase the share capital of BCP from Euros 4,268,817,689.20 to
Euros 5,600,738,053.72, through an offering to existing holders of BCP’s ordinary shares pursheitrespective pre-emption rights, and other investors
who acquire subscription rights, to subscribe for 14,169,365,580 new ordinary, book entrgteree shares, without nominal value. The resulting number
of ordinary shares will be 15,113,989,952, with a price of Euros 0.0940 per share.

The average number of shares in 2016 was adjusted retrospectively by botipitiaé inarease carried out in 2017 and the reverse stock split and by the
increase in private subscription capital, both made in 2016, but after 30 June.

In June 2016 there were not considered in the calculation of diluted earnings perthkajualifying hybrid instruments as common equity tier 1 issued in June
2012 and subscribed fully by the State (CoCos), due to the negative net lostles period (there is no dilution effect). It should be noted that on 9 February
2017, BCP has reimbursed in advance to the Portuguese State, the remaining antees# wfstruments (Euros 700 million).

There were not identified another dilution effects of the earnings per shar@@gane 2017 and 2016, so the diluted result is equivalent to the basic result.
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19. Cash and deposits at Central Banks

This balance is analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Cash 505,563 540,290
Central Banks
Bank of Portugal 373,717 433,534
Central Banks abroad 771,577 600,088
1,650,857 1,573,912

The balance Central Banks includes deposits with Central Banks of the countriestid&roup operates in order to satisfy the legal requirements to maintain
a cash reserve calculated based on the value of deposits and other effabilities. According to the European Central Bank System for Euro Zbeesash
reserve requirements establishes the maintenance of a deposit with thal Bank equivalent to 1% of the average value of deposits and other liabilities,
during each reserve requirement period. The rate is different for countriedeotite Euro Zone.

20. Loans and advances to credit institutions repayde on demand

This balance is analysed as follows:

Jun 2017 Dec 2016

Euros '000 Euros '000
Credit institutions in Portugal 5,785 659
Credit institutions abroad 365,530 232,152
Amounts due for collection 120,182 215,414
491,497 448,225

The balance Amounts due for collection represents essentially cheques duedoti@olbn other financial institutions. These balances are settled inrghe f
days of the following month.

21. Other loans and advances to credit institutions

This balance is analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Other loans and advances tatt@eBanks abroad 24,954 12,461
Other loans and advanceseditinstitutions in Portugal
Loans 37,138 15,586
Other applications 3,850 4,801
40,988 20,387
Other loans and advanceseditinstitutions abroad
Very short-term applications 206,117 180,347
Short-term applications 292,124 548,564
Loans - 4
Other applications 331,214 294,439
829,455 1,023,354
895,397 1,056,202
Overdue loans - Over 90 days 502 499
895,899 1,056,701
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Under the scope of derivative financial instruments operations (IRS and ONRSE) institutional counterparties, and as defined in the respective
contracts ("Cash collateral”), the caption Other loans and advancesdidiostitutions includes the amounts detailed below:

Jun 2017 Dec 2016
Euros '000 Euros '000
Other loans and advances to credit institutiorRartugal
Other applications 3,230 2,840
Other loans and advances to credit institutionsadbr
Short-term applications 88,344 242,896
Other applications 325,702 275,180
417,276 520,916

These deposits are held by the counterpartiesrengivaen as collateral of the referred operatidRS (and CIRS), whose revaluation is negative ferBank.

The changes occurred in impairment for other l@abadvances to credit institutions are analysddllasvs:

Jun 2017 Jun 2016

Euros '000 Euros '000
Balance on 1 January - 2
Write-back for the period - (2)

Balance on 30 June - -
22. Loans and advances to customers
This balance is analysed as follows:

Jun 2017 Dec 2016

Euros '000 Euros '000
Public sector 961,975 1,041,191
Asset-backed loans 28,153,365 29,011,503
Other guaranteed loans 4,018,702 3,985,120
Unsecured loans 7,452,811 6,821,163
Foreign loans 1,956,319 2,099,860
Factoring operations 1,973,113 1,794,778
Finance leases 3,464,232 3,373,561
47,980,517 48,127,176
Overdue loans - less than 90 days 415,933 134,934
Overdue loans - Over 90 days 3,287,692 3,496,343
51,684,142 51,758,453
Impairment for credit risk (3,618,166) (3,740,851)
48,065,976 48,017,602
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As at 30 June 2017, the balance Loans and advances to customers includes the amount#, Z80868,000 (31 December 2016: Euros 12,027,960,000)
regarding credits related to mortgage loans issued by the Group.

As referred in note 51, the Group, as part of the liquidity risk management, holds a paigfible assets that can serve as collateral in funding operations with
the European Central Bank and other Central Banks in countries where the Group®pehéth include loans and advances to customers.

As at 30 June 2017 and as referred in note 56, the Group performed a set of sales ahtbadsances to customers for Specialized Loan Funds in the amount
of Euros 1,586,114,000 (31 December 2016: Euros: 1,586,114,000). During the first semester of 2017, no cedatisrhseid to these funds.

As referred in note 49, the Group provides loans and/or guarantees to qualifyingatiare holding individually or together with their affiliates, 2% or more
of the share capital, identified in the Board of Directors report and in note 40.

As at 30 June 2017, the Group granted credit to qualifying shareholders and emtitieslled by them, in the amount of Euros 229,573,000 (31 December
2016: Euros 237,707,000), as referred in note 49 a). The amount of impairment recognisedefaotiteacts amounts to Euros 187,000 (31 December 2016:
Euros 130,000).

The business conducted between the company and qualifying shareholders or natgal peisons related to them, pursuant to article 20 of the Securities
Code, regardless of the amount, is always subject to appraisal and delibésatteBoard of Directors, through a proposal by the Credit Committee and the
Executive Committee, supported by an analysis and technical opinion issubd bytdérnal Audit Division, and after a prior opinion has been obtained from
the Audit Committee.

The analysis of loans and advances to customers, by type of credit, is as follows

Jun 2017 Dec 2016
Euros '00C Euros '00C

Loans not represented by securities
Discounted bills 239,542 284,378
Current account credits 1,659,159 1,625,812
Overdrafts 1,511,423 1,339,874
Loans 13,292,340 13,689,736
Mortgage loans 23,558,583 23,952,257
Factoring operations 1,973,113 1,794,778
Finance leases 3,464,232 3,373,561
45,698,392 46,060,396

Loans represented by securities

Commercial paper 2,007,070 1,843,345
Bonds 275,055 223,435
2,282,125 2,066,780
47,980,517 48,127,176
Overdue loans - less than 90 days 415,933 134,934
Overdue loans - Over 90 days 3,287,692 3,496,343
51,684,142 51,758,453
Impairment for credit risk (3,618,166) (3,740,851)
48,065,976 48,017,602
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The analysis of loans and advances to customers, by sector of activityfpibas:

Jun 2017 Dec 2016
Euros '000 % Euros '000 %
Agriculture and forestry 333,590 0.65% 340,577 0.66%
Fisheries 53,861 0.10% 53,382 0.10%
Mining 99,671 0.19% 102,242 0.20%
Food, beverage and tobacco 624,449 1.21% 604,397 1.17%
Textiles 474,204 0.92% 470,765 0.91%
Wood and cork 243,474 0.47% 222,993 0.43%
Paper, printing and publishing 255,840 0.50% 207,963 0.40%
Chemicals 941,786 1.82% 748,720 1.45%
Machinery, equipment and basic metallurgical 1,199.,8 2.17% 1,061,729 2.05%
Electricity and gas 626,241 1.21% 578,499 1.12%
Water 203,151 0.39% 209,693 0.41%
Construction 2,779,475 5.38% 2,859,301 5.52%
Retail business 1,302,170 2.52% 1,272,782 2.46%
Wholesale business 1,992,811 3.86% 1,917,220 3.70%
Restaurants and hotels 1,073,935 2.08% 974,176 1.88%
Transports 1,372,547 2.66% 1,491,856 2.88%
Post offices 6,199 0.01% 6,340 0.01%
Telecommunications 437,759 0.85% 379,594 0.73%
Services
Financial intermediation 3,608,033 6.98% 4,060,971 7.85%
Real estate activities 1,425,560 2.76% 1,485,709 2.87%
Consulting, scientific and technical activities ,186,255 2.30% 894,047 1.73%
Administrative and support services activities 0422 0.95% 497,982 0.96%
Public sector 1,151,085 2.23% 740,839 1.43%
Education 126,765 0.25% 125,974 0.24%
Health and collective service activities 298,712 0.58% 281,158 0.54%
Artistic, sports and recreational activities K12 0.71% 381,572 0.74%
Other services 620,866 1.20% 635,861 1.23%
Consumer credit 3,789,547 7.33% 4,057,789 7.84%
Mortgage credit 23,678,404 45.80% 24,018,307 46.41%
Other domestic activities 7,150 0.01% 7,888 0.02%
Other international activities 989,209 1.91% 1,068,127 2.06%
51,684,142 100.00% 51,758,453 100.00%
Impairment for credit risk (3,618,166) (3,740,851)

48,065,976

48,017,602

The caption Loans and advances to customers includes the effect of traditemeiltization transactions owned by Special Purpose Entities (SPES)
consolidated following the application of IFRS 10, in accordance with accountingypblb) and synthetic securitization. The characterization of these
operations is described in note 1 d) 6 ii).

Traditional securitizations

Securitization transactions engaged by the Group refer to mortgage loanseaselt dhrough specifically created SPE. As at 30 June 2017, the loans and
advances referred to these traditional securitization transactioosirdas to Euros 497,617,000 (31 December 2016: Euros 527,924,000) As referred in
accounting policy 1 b), when the substance of the relationships with the SPEseésditaitthe Group holds control of its activities, the SPE are consolidated by

the full method.

Magellan Mortgages No. 2

On 20 October 2003, the Group transferred a pool of mortgage loans owned by Banco i@bRatagués, S.A. and by Banco de Investimento Imobiliario,
S.A. to the SPE “Magellan Mortgages No. 2 PLC". Considering that, by haviggied the total subordinated tranches, the Group holds the control of the
referred assets, the SPE is consolidated in the Group’s Financial 8tatgras established in the accounting policy 1 b). As at 30 June 2017, the SPiE's cred
portfolio associated with this operation amounts to Euros 131,777,000, and the bondsaigbudifferent subordination levels amount to Euros 117,001,000
(this amount excludes bonds already acquired by the Group in the amount of Euros 14,661,000 arid BOBHB00 of the most subordinated tranche fully
acquired).
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Magellan Mortgages No. 3

On 24 June 2005, the Group transferred a pool of mortgage loans owned by Banco Cometegal&201S.A. to the SPE “Magellan Mortgages No. 3 PLC".
Considering that, by having acquired part of the subordinated tranche, the Groupheotdsitrol of the referred assets, the SPE is consolidated in the Group’s
Financial Statements, as established in the accounting policy 1 b). As ah8®017, the SPE's credit portfolio associated with this operation amountso® Eur
365,840,000, and bonds issued with different subordination levels amount to Euros 263,174,000 (this achale® bonds already acquired by the Group in
the amount of Euros 118,446,000) and the most subordinated tranche amounts to Euros 44,000 (this amowmnberdeidéeady acquired by the Group in
the amount Euros 206,000).

Synthetic securitizations
The Group has two operations in progress which form structures of synthetictizetiaonm.
Caravela SME No. 3

Caravela SME No.3, which operation started on 28 June 2013, based on a medium anchidogris portfolio of current accounts and authorized overdrafts
granted by BCP, mainly to small and medium companies. The maturity dateMa2%h of 2036 and as at 30 June 2017, the synthetic securitization "Caravela
SME No.3" amounts to Euros 2,435,892,000. The fair value of swaps is recorded in the amoundfl&1639,000 and the associated cost in the first
semester of 2017 amounts to Euros 9,196,000.

Caravela SME No. 4

Caravela SME No.4 is a similar operation, initiated on 5 June 2014, which portifitains car, real estate and equipment leasing granted between the Bank
and a group of clients that belong to the same segment (small and medium compiareesiturity date is 21 September of 2043 and as at 30 June 2017, the
synthetic securitization "Caravela SME No.4" amounts to Euros 1,134,254,000. Thal@&irof swaps is recorded at the amount of Euros 56,525,000 and their

associated cost in first semester of 2017 amounts to Euros 736,000.

In both operations, the Bank hired a Credit Default Swap (CDS) with a Sgaeipose Vehicle (SPV), buying by this way the protection for the total pawtfol
referred. Both cases, the synthetic securitizations, the same G®8sk of the respective portfolios were divided in 3 classes: seniorzanere and equity.
The mezzanine and part of the equity (20%) were placed in the market through/aar®@Pthe subscription by investors, the Credit Linked Notes (CLSs). The
Bank retained the senior risk and part of the equity remaining (80%). The prodilnet 61_Ns issue was invested by the SPV in a deposit which total collateral
the responsibilities in the presence of the Bank, in accordance of the CDS.

These operations involve the Bank's reduced exposure to the risks assoctatéidevdredit granted, but it did not transfer to all third parties the rights and
obligations arising from the credits included in them, thus not meeting theiarstetrout in paragraphs 16 and subsequent IAS 39 for derecognition.

The Group's credit portfolio, which includes further than loans and advancasstoneers, the guarantees granted and commitments to third parties, split
between loans with or without signs of impairment is analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Total loans 56,176,392 56,594,498
Loans and advances to customers wgthssdf impairment
Individually significant
Gross amount 6,404,777 6,535,910
Impairment (2,643,729) (2,587,273)
3,761,048 3,948,637
Collective analysis
Gross amount 3,314,604 3,829,973
Impairment (978,498) (1,164,037)
2,336,106 2,665,936
Loans and advances to customers witkigns of impairment 46,457,011 46,228,615
Impairment (IBNR) (123,152) (117,597)
52,431,013 52,725,591

The total loan portfolio presented in the table above includes loans and advemcustomers in the amount of Euros 51,684,142,000 (31 December 2016:
Euros: 51,758,453,000) and guarantees granted and commitments to third parties balancte (48 in the amount of Euros 4,492,250,000 (31 December
2016: Euros 4,836,045,000).

The balances Impairment and Impairment ('IBNR’) were determineccioréance with the accounting policy described in note 1 c), including the provision f
guarantees and other commitments to third parties (see note 37), in the amourd1 £y213,000 (31 December 2016: Euros 128,056,000).
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The analysis of the exposure covered by collatgsbciated with loans and advances to custometiign considering its fair value, is as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Loans and advances to customers with impairment
Individually significant
Securities and other financial assets 542,73 650,949
Residential real estate 459,714 498,915
Other real estate 1,366,206 1,385,860
Other guarantees 629,682 680,523
2,998,337 3,216,247
Collective analysis
Securities and other financial assets 19,865 23,271
Residential real estate 1,599,029 1,783,311
Other real estate 256,405 296,815
Other guarantees 88,396 107,704
1,963,695 2,211,101
Loans and advances to customers without impairment

Securities and other financial assets 26235, 2,178,216
Residential real estate 21,289,797 20,972,631
Other real estate 3,319,490 3,174,211
Other guarantees 3,673,188 3,725,116
30,439,104 30,050,174

35,401,136 35,477,522

The captions Other guarantees include debtors, assets subject to leasgagtions and personal guarantees, among others. Considering the policy of risk
management of the Group (note 51), the amounts presented do not include the fair value odghal giarantees provided by clients with lower risk rating.
When considered, the fair value of the personal guarantees corresponds to the giiaraote®.

The Group is applying physical collaterals and financial guarantees asnmesits to mitigate the credit risk. The physical collaterals are manoiggages on
residential buildings for the mortgage portfolio and other mortgages on other types dihigsitelated to other types of loans. In order to reflect the market
value, these collaterals are regularly reviewed based on independergréifidccvaluation entities or through the application of revaluation aciefits that
reflect the market trends for each specific type of building and geographical Bne financial guarantees are reviewed based on the market value of the
respective assets, when available, with the subsequent application @fthdhat reflect the volatility of their prices. Considering the curreat estate and
financial markets conditions, the Group continued to negotiate additional physictihandial collaterals with its customers.

The balance Loans and advances to customers includes the following amountstediiai@aice leases contracts:

Amount of future minimum payments

Interest not yet due

Present value

The analysis of financial lease contracts, by type of client, is presentfedi@aws:

Individuals
Home
Consumer
Others

Companie
Equipment
Real estate

Jun 2017 Dec 2016

Euros '000 Euros '000
3,893,116 3,810,114
(428,884) (436,553)
3,464,232 3,373,561

Jun 2017 Dec 2016

Euros '000 Euros '000
85,215 76,577
30,856 25,712
120,284 125,693
236,355 227,982
1,593,667 1,499,569
1,634,210 1,646,010
3,227,877 3,145,579
3,464,232 3,373,561
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Regarding operational leasing, the Group does not present relevant contracté®as lea

The loan to customers' portfolio includes contracts that resulted in a foestalicturing with the customers and the consequent establishment of a new funding
to replace the previous. The restructuring may result in a reinforce of geasaand / or liquidation of part of the credit and involve an extension of maturities
or a different interest rate. The analysis of the non-performing restrudnaead, by sector of activity, is as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Agriculture and forestry 21,898 23,330
Fisheries 12,651 12,996
Mining 4,890 140
Food, beverage and tobacco 1,276 1,326
Textiles 567 694
Wood and cork 3,978 2,832
Paper, printing and publishing 439 1,899
Chemicals 3,664 4,277
Machinery, equipment and basic metallurgical 20,526 16,156
Electricity and gas 531 270
Water 151 98
Construction 30,780 34,029
Retail business 68,040 8,529
Wholesale business 10,876 8,928
Restaurants and hotels 11,904 12,822
Transports 5,705 9,656
Post offices 29 28
Telecommunications 22,257 238
Services
Financial intermediation 2,580 452
Real estate activities 11,032 6,760
Consulting, scientific and technical activities 223 1,866
Administrative and support services activities 82D, 721
Public sector 97,229 746
Education 237 540
Health and collective service activities 563 54
Artistic, sports and recreational activities 424 399
Other services 1,136 1,626
Consumer credit 120,337 113,151
Mortgage credit 109,753 102,303
Other international activities 9,395 11,524
577,891 378,390

The restructured loans are subject to an impairment analysis resultimglfie revaluation of expectation to meet new cash flows inherent to the nemaatont
terms, discounted at the original effective interest rate and considenmgoiiaterals.

Regarding the restructured loans, the impairment associated to theséomsezatounts to Euros 154,058,000 (31 December 2016: Euros 151,810,000).

The Group has implemented a process for marking operations restructured dients’ &hancial difficulties. This marking is part of the credit analysis
process, being in charge of the respective decision-making bodies, accordingooréeponding competencies, established in the regulations in force.

Information on operations restructured due to financial difficulties islalvie in the Group's information systems, having a relevant role irptheesses of
credit analysis, in the marking of customers in default and in the processesfrdeing impairment. In particular:

- There are several default triggers related to restructurings due tocbadifficulties (restructuring with loss of value, recidivism of tresturing,
unproductive credit, default on customers with restructured operations);

- in the process of individual impairment analysis, in addition to the existehoperations restructured due to financial difficulties, is a reason fdomey
selection, the loss inherent to the change in the conditions resulting fronmsthectaring is determined; With regard to collective analysis, andxtstemce of
such operations leads to the integration of the client into a subpopulation with avatggt impairment rate.

The demarcation of an operation can only take place at least 2 yearthafidate of marking, provided that a set of conditions exist that allow to conclude by
the improvement of the financial condition of the client.

As mentioned in note 51, as at 30 June 2017, the total restructured loan amount to Euros 5,029,84R66én®er 2016: Euros 5,059,571,000).

The definition of Non Performing Loans for more than 90 days (NPL> 90) incorpomatisctedit (past due + outstanding) associated with past due operations
for more than 90 days. As at 30 June 2017, the amount calculated is Euros 5,039,891,000 (31 DecemBer@94%£384,717,000).
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The definition of Non-Performing Exposure (NPE) is as follows:

a) Total exposure of defaulted customers;
b) Total exposure of customers with signs of impairment;

c) Total exposure of customers whose value of operations overdue for more than 90 degsntspmore than 20% of their total on-balance sheet exposure;
d) Total exposure of non-retail customers with at least one overdue operation fothanr@0 days;

e) Retail operations overdue for more than 90 days;

f) Operations restructured due to financial difficulties overdue for more 30eshays.

As at 30 June 2017, the NPE amounts to Euros 9,194,472,000 (31 December 2016: Euros 9,815,724,000).

The analysis of overdue loans, by sector of activity, is as follows:

Agriculture and forestry

Fisheries

Mining

Food, beverage and tobacco

Textiles

Wood and cork

Paper, printing and publishing

Chemicals

Machinery, equipment and basic metallurgical

Electricity and gas

Water

Construction

Retail business

Wholesale business

Restaurants and hotels

Transports

Post offices

Telecommunications

Services
Financial intermediation
Real estate activities
Consulting, scientific and technical activities
Administrative and support services activities
Public sector
Education
Health and collective service activities
Artistic, sports and recreational activities
Other services

Consumer credit

Mortgage credit

Other domestic activities

Other international activities

The analysis of overdue loans, by type of cregigs follows:

Public sector
Asset-backed loans
Other guaranteed loans
Unsecured loans
Foreign loans
Factoring operations
Finance leases

Jun 2017 Dec 2016
Euros '000 Euros '000
40,404 39,686
13,334 11,981
6,594 6,875
15,973 19,221
26,217 26,075
12,914 14,702
6,785 10,010
64,486 66,517
58,863 63,945
374 971
3,862 3,884
852,567 826,013
98,949 120,173
135,432 153,696
98,438 117,557
34,186 72,317
402 471
104,812 106,998
640,442 565,769
273,408 344,475
3,405 42,432
,929 38,371
683 979
2,883 3,388
3,323 4,491
BE8 15,811
265,710 16,304
465,918 538,843
279,922 308,450
7,145 7,879
101,407 82,993
3,703,625 3,631,277
Jun 2017 Dec 2016
Euros '000 Euros '000
570 27
2,060,358 1,832,217
332,711 443,626
1,020,175 1,053,539
140,800 128,959
25,753 23,588
123,258 149,321
3,703,625 3,631,277
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The changes occurred in impairment for credit ralkesanalysed as follows:

Jun 2017 Jun 2016
Euros '000 Euros '000
Balance on 1 January 3,740,851 3,468,084
Transfers resulting from changes in the
Group's structure - (40,109)
Other transfers 22 1,635
Impairment charge for the period 551,222 734,889
Write-back for the period (236,336) (92,538)
Loans charged-off (453,156) (287,629)
Exchange rate differences 15,563 (40,034)
Balance on 30 June 3,618,166 3,744,298

If the impairment loss decreases in a subsequent period to its initial acupantd this decrease can be objectively associated to an event thaedcaiter the
recognition of the loss, the reduction of the impairment is reversed through prdfibss.

The analysis of impairment, by sector of activity, is as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Agriculture and forestry 39,828 38,705
Fisheries 19,666 18,921
Mining 10,209 5,048
Food, beverage and tobacco 13,438 14,806
Textiles 24,684 26,595
Wood and cork 16,498 16,957
Paper, printing and publishing 12,144 14,694
Chemicals 60,436 55,849
Machinery, equipment and basic metallurgical 47,019 47,664
Electricity and gas 2,546 3,198
Water 12,306 9,937
Construction 646,891 614,394
Retail business 79,914 92,880
Wholesale business 117,987 127,132
Restaurants and hotels 105,675 113,459
Transports 35,773 119,507
Post offices 456 500
Telecommunications 18,548 19,591
Services
Financial intermediation 1,027,850 1,052,162
Real estate activities 189,265 208,729
Consulting, scientific and technical activities 081253 60,709
Administrative and support services activities ,983 33,880
Public sector 3,783 3,584
Education 6,913 7,438
Health and collective service activities 4,289 4,617
Artistic, sports and recreational activities &5 89,892
Other services 100,768 50,564
Consumer credit 391,952 473,800
Mortgage credit 324,389 316,087
Other domestic activities 484 555
Other international activities 73,624 98,997
3,618,166 3,740,851
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The impairment for credit risk, by type of credtanalysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Public sector 3,776 3,307
Asset-backed loans 2,320,964 2,296,551
Other guaranteed loans 427,988 460,856
Unsecured loans 577,859 652,206
Foreign loans 111,749 140,922
Factoring operations 34,959 30,789
Finance leases 140,871 156,220
3,618,166 3,740,851
The analysis of loans charged-off, by sector af/dgt is as follows:
Jun 2017 Jun 2016
Euros '000 Euros '000
Agriculture and forestry 1,642 6,366
Fisheries 242 -
Mining 803 135
Food, beverage and tobacco 3,323 588
Textiles 3,780 5,243
Wood and cork 1,459 421
Paper, printing and publishing 2,871 1,885
Chemicals 4,546 5,010
Machinery, equipment and basic metallurgical 8,849 6,149
Electricity and gas 20 40
Water 67 46
Construction 50,202 89,295
Retail business 24,176 21,399
Wholesale business 28,116 7,073
Restaurants and hotels 6,947 14,574
Transports 88,288 2,224
Post offices 118 21
Telecommunications 2,364 5,147
Services
Financial intermediation 20,339 25,191
Real estate activities 32,359 22,996
Consulting, scientific and technical activities 624 9,452
Administrative and support services activities 556, 1,630
Public sector - 2
Education 526 56
Health and collective service activities 532 580
Artistic, sports and recreational activities 736 557
Other services 1,984 3,754
Consumer credit 133,631 47,131
Mortgage credit 7,851 9,014
Other domestic activities 13,530 244
Other international activities 3,675 1,406
453,156 287,629

In compliance with the accounting policy described in note 1 c¢), loans anghads to customers are charged-off when there are no feasible expectations,
recovering the loan amount and for collateralised loans, the charge-mifevhen the funds arising from the execution of the respective collaterls ar
effectively received. This charge-off is carried out by the utilizatbimpairment losses when they refer to 100% of the loans that are considered @nabdev
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The analysis of loans charged-off, by type of itréslas follows:

Jun 2017 Jun 2016
Euros '000 Euros '000
Asset-backed loans 3,612 24,118
Other guaranteed loans 258 9,177
Unsecured loans 430,654 251,019
Factoring operations 1,500 -
Finance leases 17,132 3,315
453,156 287,629

The analysis of recovered loans and interest, duha first semester of 2017 and 2016, by sectactiity, is as follows:

Jun 2017 Jun 2016
Euros '000 Euros '000
Agriculture and forestry 49 33
Fisheries 42 -
Mining - 182
Food, beverage and tobacco 179 72
Textiles 219 720
Wood and cork 214 162
Paper, printing and publishing 286 41
Chemicals 131 180
Machinery, equipment and basic metallurgical 177 93
Electricity and gas - 13
Construction 2,170 15,741
Retail business 708 194
Wholesale business 1,947 714
Restaurants and hotels 107 61
Transports 355 27
Telecommunications 19 9
Services
Financial intermediation 19 58
Real estate activities 147 537
Consulting, scientific and technical activities 36 158
Administrative and support services activities 528 9
Health and collective service activities 10 -
Artistic, sports and recreational activities 6 2,170
Other services 4 87
Consumer credit 2,672 2,250
Mortgage credit 2 36
Other domestic activities 10 77
Other international activities 75 47
9,896 23,671

The analysis of recovered loans and interest during the first semester of 22016, by type of credit, is as follows:

Jun 2017 Jun 2016

Euros '000 Euros '000
Other guaranteed loans 1,387 198
Unsecured loans 8,289 23,300
Foreign loans 67 158
Factoring operations 74 3
Finance leases 79 12
9,896 23,671
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23. Financial assets held for trading, Other finanal assets held for trading at fair value through pofit or loss and Financial assets available for sal

The balance Financial assets held for trading, Other financial assetohéldding at fair value through profit or loss and Financial assets availabafe is
analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Bonds and other fixed income secur
Issued by public entities 9,776,998 7,612,491
Issued by other entities 1,798,541 2,099,070
11,575,539 9,711,561
Overdue securities 3,723 18,022
Impairment for overdue securities (3,722) (13,079)
11,575,540 9,716,504
Shares and other variable income securities 13585, 1,226,456
12,751,398 10,942,960
Trading derivatives 749,286 848,774
13,500,684 11,791,734

The caption Bonds and other fixed income securities - issue by public entities inchel@amount of Euros 279,614,000 referring to Mozambican sovereign
debt (31 December 2016: Euros 126,395,000), according to note 55. In the last quarter of 2016, the ckassifiee part of the Mozambican government
bonds portfolio in the amount of Euros 99,982,000 of available-for-sale financial asfietsncial assets held to maturity.

The balance Trading derivatives includes the valuation of the embedded des$vagiparated in accordance with the accounting policy 1 d) in the amount of
Euros 30,000 (31 December 2016: Euros 195,000).

The portfolio of Financial assets held for trading, Other financial assé&dddretrading at fair value through profit or loss and Financial assets dleifar sale
securities, net of impairment, as at 30 June 2017, is analysed as follows:

Jun 2017
Other financial
assets at fair

value through Available
Trading profit or loss for sale Total
Euros '000 Euros '000 Euros '000 Euros '000
Fixed income:
Bonds issued by public entities
Portuguese issuers 10,545 141,973 4,091,508 4,244,026
Foreign issuers 134,232 - 3,678,916 3,813,148
Bonds issued by other entities
Portuguese issuers 8,930 - 1,216,617 1,225,547
Foreign issuers 62,491 - 514,226 576,717
Treasury bills and other
Government bonds
Portuguese issuers 5,000 - 839,963 844,963
Foreign issuers - - 874,861 874,861
221,198 141,973 11,216,091 11,579,262
Impairment for overdue securities - - (3,722) (3,722)
221,198 141,973 11,212,369 11,575,540
Variable income:
Shares in Portuguese companies 2,110 - 31,601 33,711
Shares in foreign companies 31 - 16,237 16,268
Investment fund units 967 - 1,124,526 1,125,493
Other securities 386 - - 386
3,494 - 1,172,364 1,175,858
Trading derivatives 749,286 - - 749,286
973,978 141,973 12,384,733 13,500,684
Level 1 228,298 141,973 10,187,522 10,557,793
Level 2 151,764 - 963,574 1,115,338
Level 3 593,916 - 1,233,637 1,827,553
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The trading and available for sale portfolios, are recorded at fair valaedordance with the accounting policy described in note 1 d).

As referred in the accounting policy presented in note 1 d), the availabsafesecurities are presented at market value with the respedtivelfee accounted
against fair value reserves. As at 30 June 2017, the fair value reseevesgative in the amount of Euros 65,231,000 (31 December 2016: negative amount of
Euros 233,799,000).

As at 30 June 2017, the balances Financial assets held for trading and Finareigl aagslable for sale include bonds issued with different levels of
subordination associated with the traditional securitization transachitagellan Mortgages No.1 and No. 4, referred in note 1 d) 6) i), in the amount o Eur
1,160,000 (31 December 2016: Euros 1,379,000) and Euros 118,000 (31 December 2016: Euros 121,000), respectively.

The portfolio of Financial assets held for trading, Other financial assetsftvetrading at fair value through profit or loss and Financial assets avaifabkale
securities, net of impairment, as at 31 December 2016, is analysed as follows

Dec 2016
Other financial
assets at fair

value through Available
Trading profit or loss for sale Total
Euros '000 Euros '000 Euros '000 Euros '000
Fixed income:
Bonds issued by public entities
Portuguese issuers 11,803 146,664 3,310,289 3,468,756
Foreign issuers 108,010 - 3,290,307 3,398,317
Bonds issued by other entities
Portuguese issuers 13,491 - 1,292,207 1,305,698
Foreign issuers 57,523 - 753,871 811,394
Treasury bills and other
Government bonds
Portuguese issuers 5,642 - 649,286 654,928
Foreign issuers - - 90,490 90,490
196,469 146,664 9,386,450 9,729,583
Impairment for overdue securities - - (13,079) (13,079)
196,469 146,664 9,373,371 9,716,504
Variable income:
Shares in Portuguese companies 2,083 - 40,333 42,416
Shares in foreign companies 25 - 13,292 13,317
Investment fund units 1,063 - 1,169,277 1,170,340
Other securities 383 - - 383
3,554 - 1,222,902 1,226,456
Trading derivatives 848,774 - - 848,774
1,048,797 146,664 10,596,273 11,791,734
Level 1 194,943 146,664 8,239,244 8,580,851
Level 2 239,634 - 1,060,858 1,300,492
Level 3 614,220 - 1,296,171 1,910,391
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The portfolio of financial assets available for sale, as at 30 June 2017, isedalyg follows:

Jun 2017
Amortised cost net Fair value Fair value hedge
Amortised cost Impairment of impairment reserves adjustments Total
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000 #os '000
Fixed income:
Bonds issued by public entities
Portuguese issuers 4,111,461 - 4,111,461 (149,459) 129,506 4,091,508
Foreign issuers 3,675,969 - 3,675,969 2,947 - 3,678,916
Bonds issued by other entities
Portuguese issuers 1,249,677 (87,357) 1,162,320 53,815 (3,240) 1,212,895
Foreign issuers 507,767 (1,494) 506,273 8,658 (705) 514,226
Treasury bills and other
Government bonds
Portuguese issuers 840,211 - 840,211 (248) - 839,963
Foreign issuers 875,027 - 875,027 (166) - 874,861
11,260,112 (88,851) 11,171,261 (84,453) 125,561 11,212,369
Variable income:
Shares in Portuguese companies 93,981 (69,450) 24,531 7,070 - 31,601
Shares in foreign companies 14,968 (503) 14,465 1,772 - 16,237
Investment fund units 1,506,572 (392,426) 1,114,146 10,380 - 1,124,526
1,615,521 (462,379) 1,153,142 19,222 - 1,172,364
12,875,633 (551,230) 12,324,403 (65,231) 125,561 12,384,733
The portfolio of financial assets available for sale, as at 31 December 20d6alysed as follows:
Dec 2016
Amortised cost net Fair value Fair value hedge
Amortised cost Impairment of impairment reserves adjustments Total
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000 #os '000
Fixed income:
Bonds issued by public entities
Portuguese issuers 3,627,771 - 3,527,771 (295,463) 77,981 3,310,289
Foreign issuers 3,295,644 - 3,295,644 (5,337) - 3,290,307
Bonds issued by other entities
Portuguese issuers 1,379,626 (130,588) 1,249,038 31,032 (942) 1,279,128
Foreign issuers 747,833 (1,582) 746,251 7,830 (210) 753,871
Treasury bills and other
Government bonds
Portuguese issuers 649,256 - 649,256 30 - 649,286
Foreign issuers 90,490 - 90,490 - - 90,490
9,690,620 (132,170) 9,558,450 (261,908) 76,829 9,373,371
Variable income:
Shares in Portuguese companies 116,404 (86,197) 30,207 10,126 - 40,333
Shares in foreign companies 12,672 (281) 12,391 901 - 13,292
Investment fund units 1,506,136 (353,941) 1,152,195 17,082 - 1,169,277
1,635,212 (440,419) 1,194,793 28,109 - 1,222,902
11,325,832 (572,589) 10,753,243 (233,799) 76,829 10,596,273
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The portfolio of Financial assets held for trading, Other financial assetisfbetrading at fair value through profit or loss and Financial assets alailab
sale, net of impairment, as at 30 June 2017, by valuation levels, is analy#tbwas:

Jun 2017
Valuation techniques
Level 1 Level 2 Level 3 Total
Euros '000 Euros '000 Euros '000 Euros '000
Fixed income:
Bonds issued by public entities
Portuguese issuers 4,115,773 128,253 - 4,244,026
Foreign issuers 3,770,729 - 42,419 3,813,148
Bonds issued by other entities
Portuguese issuers 1,028,113 172,551 24,883 1,225,547
Foreign issuers 151,141 425,575 1 576,717
Treasury bills and other Government bonds
Portuguese issuers 844,963 - - 844,963
Foreign issuers 625,388 237,195 12,278 874,861
10,536,107 963,574 79,581 11,579,262
Impairment for overdue securities - - (3,722) (3,722)
10,536,107 963,574 75,859 11,575,540
Variable income:
Shares in Portuguese companies 10,653 - 23,058 33,711
Shares in foreign companies 31 - 16,237 16,268
Investment fund units 52 - 1,125,441 1,125,493
Other securities - - 386 386
10,736 - 1,165,122 1,175,858
Trading derivatives 10,950 151,764 586,572 749,286
10,557,793 1,115,338 1,827,553 13,500,684

The portfolio of Financial assets held for trading, Other financial assé<dretrading at fair value through profit or loss and Financial assets avaifabsale,
net of impairment, as at 31 December 2016, by valuation levels, is analy$eitbes:

Dec 2016
Valuation techniques
Level 1 Level 2 Level 3 Total
Euros '000 Euros '000 Euros '000 Euros '000
Fixed income:
Bonds issued by public entities
Portuguese issuers 3,352,504 116,252 - 3,468,756
Foreign issuers 3,350,226 13 48,078 3,398,317
Bonds issued by other entities
Portuguese issuers 1,076,804 179,121 49,773 1,305,698
Foreign issuers 120,704 690,690 - 811,394
Treasury bills and other Government bonds
Portuguese issuers 654,928 - - 654,928
Foreign issuers - 78,316 12,174 90,490
8,555,166 1,064,392 110,025 9,729,583
Impairment for overdue securities - - (13,079) (13,079)
8,555,166 1,064,392 96,946 9,716,504
Variable income:
Shares in Portuguese companies 19,428 - 22,988 42,416
Shares in foreign companies 25 - 13,292 13,317
Investment fund units 58 45 1,170,237 1,170,340
Other securities - - 383 383
19,511 45 1,206,900 1,226,456
Trading derivatives 6,174 236,055 606,545 848,774
8,580,851 1,300,492 1,910,391 11,791,734

As referred in IFRS 13, financial instruments aeasured according to the levels of valuation desdrin note 47.
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During the first semester of 2017, were made reclassifications from 2eteelevel 1 in the amount of Euros 37,899,000 (31 December 2016: Euros 7,202,000)
related to securities that became complied with the requirements dévhis as described in note 47.

The variable income securities classified as level 3 includes unitsstructuring funds (note 56) in the amount of Euros 1,067,752,000 (31 December 2016:
Euros 1,113,482,000) which book value resulted from the last disclosure of the Netadset(NAV) determined by the management company, which, as at
30 June 2017, corresponds to the NAV with reference to that date, except for VegatdPtieFfunds which reports to 31 December 2016 and 31 March 2017,
respectively, after considering the effects of the last audited accaumitsef respective funds. These funds have a diverse set of assets and Balaitied in

their respective accounts at fair value through internal methodologies uskd manhagement company. It is not practicable to present a sensitivigssnal

the different components of the underlying assumptions used by entities in the piesesftdlAV, nevertheless it should be noted that a variation of +/ - 10

% of the NAV has an impact of Euros 106,775,000 (31 December 2016: Euros 111,348,000) in Equity. Thisrichpdes the effect on Fair value reserves of
Euros 5,374,000 (31 December 2016: Euros 41,542,000) and in Net income for the period, of Euros 101,401,000 (31 RP@téntheos 75,252,000).

The instruments classified as level 3 have associated net gains nompegifan the amount of Euros 14,089,000 (31 December 2016: Euros 19,915,000)
recorded in fair value reserves. The amount of impairment associatees®e securities amounts to Euros 531,734,000 as at 30 June 2017 (31 December 2016:
Euros 536,365,000).

The analysis of the impact of the reclassifications performed in prior petiotils30 June 2017, are analysed as follows:

At the reclassification date Jun 2017
Book value Fair value Book value Fair value Difference
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000
From Financial assets held for trading to:
Financial assets available for sale 806, 196,800 19,354 19,354 -
Financial assets held to maturity 2,892, 2,144,892 187,781 178,415 (9,366)
From Financial assets available for sale to:
Loans represented by securities 2,713,52 2,713,524 4,375 4,375 -
Financial assets held to maturity 696,02 695,020 173,567 179,496 5,929
5,750,236 5,750,236 385,077 381,640 (3,437)

The amounts accounted in the income statement and in fair value reserae80a3une 2017 related to financial assets reclassified in prior yaranalysed

as follows:

Net income for the

period Changes
Fair value
Interests reserves Equity
Euros '000 Euros '000 Euros '000
From Financial assets held for trading to:
Financial assets available for sale 297 1,644 1,941
Financial assets held to maturity 1,823 - 1,823
From Financial assets available for sale to:
Loans represented by securities 62 - 62
Financial assets held to maturity 7,122 125 7,247
9,304 1,769 11,073

If the reclassifications described previously had not occurred, the additimaeirgs recognised in equity as at 30 June 2017, would be as follows:

Net income for

the period
Fair value Retained Fair value
changes earnings reserves Equity
Euros '000 Euros '000 Euros '000 Euros '000
From Financial assets held for trading to:
Financial assets available for sale 4,64 (736) (908) -
Financial assets held to maturity 8,741 (18,107) - (9,366)
From Financial assets available for sale to:
Financial assets held to maturity - - 5,929 5,929
10,385 (18,843) 5,021 (3,437)
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As at 31 December 20186, this reclassification is analysed as follows:

At the reclassification date Dec 2016
Book value Fair value Book value Fair value Difference
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000
From Financial assets held for trading to:
Financial assets available for sale 406, 196,800 17,744 17,744 -
Financial assets held to maturity 2,892, 2,144,892 237,513 219,406 (18,107)
From Financial assets available for sale to:
Loans represented by securities 2,743,52 2,713,524 4,375 4,375 -
Financial assets held to maturity 796,41 796,411 175,309 181,728 6,419
5,851,627 5,851,627 434,941 423,253 (11,688)

The amounts accounted in the income statement and in fair value resenas3b®ecember 2016, related to financial assets reclassified angsatas

follows:

Net income for the

From Financial assets held for trading to:
Financial assets available for sale

Financial assets held to maturity
From Financial assets available for sale to:

Loans represented by securities
Financial assets held to maturity

period Changes
Fair value
Interest reserves Equity
Euros '000 Euros '000 Euros '000
490 (791) (301)
4,907 - 4,907
120 - 120
3,262 252 3,514
8,779 (539) 8,240

If the reclassifications described previously had not occurred, the additimaeirgs recognised in equity as at 31 December 2016, would be as follows:

Net income for
the period

Fair value Retained Fair value
changes earnings reserves Equity
Euros '000 Euros '000 Euros '000 Euros '000
From Financial assets held for trading to:
Financial assets available for sale 1791 55 736 -
Financial assets held to maturity (16)71 (6,391) - (18,107)
From Financial assets available for sale to:
Financial assets held to maturity - - 6,419 6,419
(12,507) (6,336) 7,155 (11,688)
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The changes occurred in impairment for financial assets available foargamalysed as follows:

Jun 2017 Jun 2016

Euros '000 Euros '000
Balance on 1 January 572,589 317,423
Transfers 210 )
Impairment against profit and loss 31,926 171,996
Amounts charged-off (63,159) (6,064)
Exchange rate differences 77) (46)
Other variations 9,741 1,475
Balance on 30 June 551,230 484,782

The Group recognises impairment for financial assets available for sake tivbee is a significant or prolonged decrease in its fair value or when thene i
impact on expected future cash flows of the assets. This assessment snjualgeent in which the Group takes into consideration, among other factors, the
volatility of the securities prices.

Thus, as a consequence of the low liquidity and significant volatility in findmcgaakets, the following factors were taken into consideration in detengitiie
existence of impairment:

- Equity instruments: (i) decreases of more than 30% against the purchase piicether market value below the purchase price for a period exceeding 12
months;

- Debt instruments: when there is objective evidence of events with impaetorerable value of future cash flows of these assets.

The analysis of Financial assets held for trading, Other financial assketsor trading at fair value through profit or loss and Financial assets biafiar sale
by maturity, as at 30 June 2017 is as follows:

Jun 2017
Up to 3 months to 1 year to Over
3 months 1year 5 years 5 years Undetermined Total
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000 os '000
Fixed income:
Bonds issued by public entities
Portuguese issuers - 121,907 1,339,144 2,782,975 - 4,244,026
Foreign issuers 100,788 440,621 3,078,320 193,419 - 3,813,148
Bonds issued by other entities
Portuguese issuers 4,334 66,132 893,494 257,864 3,723 1,225,547
Foreign issuers 355,029 26 74,682 146,980 - 576,717
Treasury bills and other
Government bonds
Portuguese issuers 140,304 704,659 - - - 844,963
Foreign issuers 199,669 665,338 8,863 991 - 874,861
800,124 1,998,683 5,394,503 3,382,229 3,723 11,579,262
Impairment for overdue securities - - - - (3,722) (3,722)
800,124 1,998,683 5,394,503 3,382,229 1 11,575,540
Variable income:
Companies' shares
Portuguese companies - - - - 33,711 33,711
Foreign companies - - - - 16,268 16,268
Investment fund units - 2,204 16,104 1,106,826 359 1,125,493
Other securities - - - 386 - 386
- 2,204 16,104 1,107,212 50,338 1,175,858
800,124 2,000,887 5,410,607 4,489,441 50,339 12,751,398
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The analysis of Financial assets held for trading, Other financial asddtfohé&ading at fair value through profit or loss and Financial assets &laifar sale,

by maturity, as at 31 December 2016, is as follows:

Dec 2016
Up to 3 months to 1 year to Over
3 months 1 year 5 years 5 years Undetermined Total
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000 os '000
Fixed income:
Bonds issued by public entities
Portuguese issuers - 55,083 1,011,824 2,401,849 - 3,468,756
Foreign issuers 175,430 657,153 2,516,164 49,570 - 3,398,317
Bonds issued by other entities
Portuguese issuers - 73,238 989,532 224,906 18,022 1,305,698
Foreign issuers 605,332 94 67,210 138,758 - 811,394
Treasury bills and other
Government bonds
Portuguese issuers 98,638 556,290 - - - 654,928
Foreign issuers 10,183 70,752 8,605 950 - 90,490
889,583 1,412,610 4,593,335 2,816,033 18,022 9,729,583
Impairment for overdue securities - - - - (13,079) (13,079)
889,583 1,412,610 4,593,335 2,816,033 4,943 9,716,504
Variable income
Companies' shares
Portuguese companies - - - - 42,416 42,416
Foreign companies - - - - 13,317 13,317
Investment fund units - 1,889 16,590 1,151,405 456 1,170,340
Other securities - - - 383 - 383
- 1,889 16,590 1,151,788 56,189 1,226,456
889,583 1,414,499 4,609,925 3,967,821 61,132 10,942,960

The analysis of Financial assets held for trading, Other financial asslet$or trading at fair value through profit or loss and Financial assets bieaifiar sale

by sector of activity as at 30 June 2017 is as follows:

Jun 2017
Other
Financial Overdue
Bonds Share: Assett Securities Total
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000

Textiles - - - 203 203
Wood and cork - - - 998 998
Paper, printing and publishing - 11 - - 11
Chemicals 26,400 7 - - 26,407
Machinery, equipment and basic metallurgical - 8 - - 8
Electricity and gas 8,838 - - - 8,838
Construction - 4 - 2,395 2,399
Retail business 4,334 1,606 - - 5,940
Wholesale business - 1,048 - 126 1,174
Restaurants and hotels - 46 - - 46
Transports 701,886 766 - - 702,652
Telecommunications - 9,660 - - 9,660
Services

Financial intermediation 926,816 23,124 1,118,279 - 2,068,219

Consulting, scientific and technical activities 44 102 - - 146

Administrative and support services activities - 12,770 - - 12,770

Health and collective service activities 113,541 - - - 113,541

Artistic, sports and recreational activities BR6 16 - - 16,699

Other services - 801 7,214 1 8,016
Other international activities - 9 386 - 395

1,798,542 49,978 1,125,879 3,723 2,978,122
Government and Public securities 8,057,174 - 1,719,824 - 9,776,998
Impairment for overdue securities - - - (3,722) (3,722)
9,855,716 49,978 2,845,703 1 12,751,398

(*) The balance Other financial assets includes restructuring funds in the aofdantos 1,067,752,000, which are classified in the sector of activity Services
Financial intermediation, but which have the core segment as disclosed in note 56.
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The analysis of Financial assets held for trading, Other financial asslet$or trading at fair value through profit or loss and Financial assets bieaifiar sale
by sector of activity as at 31 December 2016 is as follows:

Dec 2016
Other
Financial Overdue
Bonds Shares Assets Securities Total
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000
Textiles - - - 203 203
Wood and cork - - - 998 998
Paper, printing and publishing - 11 - - 11
Chemicals 26,193 7 - - 26,200
Machinery, equipment and basic metallurgical - 4 - - 4
Electricity and gas 8,742 - - - 8,742
Construction - 7 - 2,395 2,402
Retail business 4,501 1,667 - - 6,168
Wholesale business - 655 - 126 781
Restaurants and hotels - 46 - - 46
Transports 672,408 766 - - 673,174
Telecommunications - 21,054 - - 21,054
Services
Financial intermediation (*) 1,104,702 20,216 1,120,810 14,299 2,260,027
Real estate activities - - 43,251 - 43,251
Consulting, scientific and technical activities 761390 102 - - 176,492
Administrative and support services activities - 10,441 - - 10,441
Health and collective service activities 89,450 - - - 89,450
Artistic, sports and recreational activities BR6 16 - - 16,699
Other services 1 736 6,278 1 7,016
Other international activities - 5 384 - 389
2,099,070 55,733 1,170,723 18,022 3,343,548
Government and Public securities 6,867,073 - 745,418 - 7,612,491
Impairment for overdue securities - - - (13,079) (13,079)
8,966,143 55,733 1,916,141 4,943 10,942,960

*) The balance Other financial assets includes restructuring funds, imtbera of Euros 1,113,482,000, which are classified in the sector of activity Services
9 y
- Financial intermediation, but which have the core segment as disclosed in note 56

As referred in note 51, the Group, as part of the management process of the ligsidityalds a pool of eligible assets that can serve as collateral in funding

operations in the European Central Bank and other Central Banks in countriehe&eoup operates, which includes fixed income securities. As at 30 June
2017, this caption included Euros 40,348,000 (31 December 2016: Euros 190,985,000) of securities include@®'sthenetary policy pool.
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The analysis of trading derivatives, by maturity, as at 30 June 2017, is as $ollow

Jun 2017
Notional (remaining term) Fair value
Up to 3 months to Over 1 Liabilities
3 months 1year year Total Assets (note 36)
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000 os '000
Interest rate derivative
OTC Market:
Interest rate swaps 1,006,420 1,277,370 9,038,504 11,322,294 427,706 380,866
Interest rate options (purchase) - 83,417 108,181 191,598 8 -
Interest rate options (sale) - - 108,181 108,181 - 593
Other interest rate contracts - 10,692 132,447 143,139 1,067 2,855
1,006,420 1,371,479 9,387,313 11,765,212 428,781 384,314
Stock Exchange transactions:
Interest rate futures 37,891 35,078 - 72,969 - -
Currency derivatives:
OTC Market:
Forward exchange contract 298,611 173,458 17,964 490,033 8,728 9,408
Currency swaps 1,507,138 522,720 9,586 2,039,444 19,121 33,872
Currency options (purchase) 11,069 48,090 21,306 80,465 1,058 -
Currency options (sale) 10,816 48,090 21,306 80,212 - 1,004
1,827,634 792,358 70,162 2,690,154 28,907 44,284
Shares/indexes:
OTC Market:
Shares/indexes swaps 592,356 1,042,915 1,483,012 3,118,283 18,465 6,346
Shares/indexes options (purchase) - - 2,067 2,067 - -
Others shares/indexes
options (purchase) - - 16,864 16,864 14,616 -
Others shares/indexes options (sale) - - 16,864 16,864 - -
592,356 1,042,915 1,518,807 3,154,078 33,081 6,346
Stock exchange transactions:
Shares futures 343,616 - - 343,616 - -
Shares/indexes options (purchase) 57,107 281,489 177,175 515,771 10,950 -
Shares/indexes options (sale) 10,155 6,786 2,909 19,850 - 496
410,878 288,275 180,084 879,237 10,950 496
Commodity derivatives:
Stock Exchange transactions:
Commodities futures 90,975 84 213 91,272 - -
90,975 84 213 91,272 - -
Credit derivatives:
OTC Market:
Credit default swaps 119,800 563,400 491,953 1,175,153 247,537 4,804
Other credit derivatives (sale) - - 48,338 48,338 - -
119,800 563,400 540,291 1,223,491 247,537 4,804
Total financial instrumen
traded in:
OTC Market 3,546,210 3,770,152 11,516,573 18,832,935 738,306 439,748
Stock Exchange 539,744 323,437 180,297 1,043,478 10,950 496
Embedded derivatives 30 10,567
4,085,954 4,093,589 11,696,870 19,876,413 749,286 450,811
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The analysis of trading derivatives, by maturity, as at 31 December 2016faliawvs:

Dec 2016
Notional (remaining term) Fair value
Up to 3 months to Over 1 Liabilities
3 months 1year year Total Assets (note 36)
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000 os '000
Interest rate Derivative
OTC Market:
Interest rate swaps 389,419 1,397,333 9,786,013 11,572,765 519,817 477,010
Interest rate options (purchase) 2,267 92,472 108,888 203,627 29 -
Interest rate options (sale) 2,267 9,055 108,888 120,210 - 739
Other interest rate contracts 52,001 127,829 85,971 265,801 1,859 7,864
445,954 1,626,689 10,089,760 12,162,403 521,705 485,613
Stock Exchange transactions:
Interest rate futures 201,384 18,974 - 220,358 - -
Currency derivatives:
OTC Market:
Forward exchange contract 231,416 171,687 23,477 426,580 5,723 6,225
Currency swaps 2,684,852 384,258 3,846 3,072,956 41,058 7,512
Currency options (purchase) 41,232 39,571 42,798 123,601 3,149 -
Currency options (sale) 42,009 39,571 42,798 124,378 - 3,484
2,999,509 635,087 112,919 3,747,515 49,930 17,221
Shares/indexe
OTC Market:
Shares/indexes swaps 644,404 958,302 1,651,783 3,254,489 29,068 7,799
Shares/indexes options (sale) - - - - - -
Other shares/indexes options (pt - - 16,864 16,864 13,671 -
Other shares/indexes options (s - - 16,86+ 16,86+ - -
644,404 958,302 1,687,578 3,290,284 42,739 7,799
Stock Exchange transactions:
Shares futures 249,929 - - 249,929 - -
Shares/indexes options (purchase) 109,678 196,064 213,652 519,394 6,174 -
Shares/indexes options (sale) 9,506 9,369 1,782 20,657 - 234
369,113 205,433 215,434 789,980 6,174 234
Commodity derivatives:
Stock exchange transactions:
Commodities futures 76,397 - - 76,397 - -
Credit derivative:
OTC Market:
Credit Default swaps 221,900 552,000 828,544 1,602,444 228,031 6,381
Other credit derivatives (sale) - - 55,881 55,881 - -
221,900 552,000 884,425 1,658,325 228,031 6,381
Total financial instruments
traded in:
OTC Market 4,311,767 3,772,078 12,774,682 20,858,527 842,405 517,014
Stock Exchange 646,894 224,407 215,434 1,086,735 6,174 234
Embedded derivatives 195 6,111
4,958,661 3,996,485 12,990,116 21,945,262 848,774 523,359
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24. Hedging derivatives

This balance is analysed, by hedging instrumestflpws:

Jun 2017 Dec 2016
Assets Liabilities Assets Liabilities
Euros '000 Euros '000 Euros '000 Euros '000
Swaps 39,892 146,843 51,717 122,121
Others 73,968 142,449 5,321 261,871
113,860 289,292 57,038 383,992

Hedging derivatives are measured in accordance with internal valutgimiques considering observable market inputs and, when not available, on
information prepared by the Group by extrapolation of market data. In accordaticéhe hierarchy of the valuation sources, as referred in IFRS 13 these
derivatives are classified in level 2. The Group resources to deréstd hedge interest and exchange rate exposure risks. The accounting method depends on
the nature of the hedged risk, namely if the Group is exposed to fair value changgsilitain cash flows or highly probable forecast transactions.

For the hedging relationships which comply with the hedging requirements of IAS 3&rtgp adopts the hedge accounting method mainly interest rate and
exchange rate derivatives. The fair value hedge model is adopted for debt escigéns granted at fixed rate and money market loans and deposits, securitie
and combined hedge of variable rate financial assets and fixed rate finkalgities. The cash flows hedge model is adopted for future transactionsdigfor
currency to cover dynamic changes in cash flows from loans granted and vastebtéeposits in foreign currency and foreign currency mortgage loans.

During the first semester of 2017, the relationships that follow the fair valdgenmodel recorded ineffectiveness of a negative amount of Euros 1,784,000 (31
December 2016: positive amount of Euros 11,238,000) and the hedging relationships that folloghtfieves model recorded ineffectiveness of a negative
amount of Euros 2,281,000 (31 December 2016: negative amount of Euros 4,206,000).

During the first semester of 2017, reclassifications were made from flie vaserves to results, related to cash flow hedge relationshipgdsitve amount
of Euros 13,254,000 (31 December 2016: positive amount Euros 16,220,000).

The accumulated adjustment on financial risks covered performed on the asddiabilities which includes hedged items is analysed as follows:

Jun 2017 Dec 2016

Hedged item Euros '000 Euros '000
Loans 4,202 6,242
Deposits 13,904 6,341
Debt issued (45,765) (51,806)
(27,659) (39,223)
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The analysis of hedging derivatives portfolio, by maturity, as at 30 June 2017 abcest

Jun 2017
Notional (remaining term) Fair value
Up to 3 months to Over 1
3 months 1 year year Total Assets Liabilities
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000 #os '000
Fair value hedging derivatives related to
interest rate risk changes:
OTC Market:
Interest rate swaps - 5,000 6,473,003 6,478,003 17,802 64,492
Others 425,000 225,000 - 650,000 - 39,367
425,000 230,000 6,473,003 7,128,003 17,802 103,859
Cash flow hedging derivatives related to
interest rate risk changes:
OTC Market:
Interest rate swaps 35,501 221,055 8,943,004 9,199,560 1,632 63,093
Cash flow hedging derivatives related to
currency risk changes:
OTC Market:
Currency swaps 205,856 139,239 - 345,095 14,363 -
Other currency contracts 237,622 1,016,793 2,498,243 3,752,658 73,968 103,082
443,478 1,156,032 2,498,243 4,097,753 88,331 103,082
Hedging derivatives related to
net investment in foreign operations:
OTC Market:
Currency and interest rate swap - 178,371 426,054 604,425 6,095 19,258
Total financial instruments
Traded by:
OTC Market 903,979 1,785,458 18,340,304 21,029,741 113,860 289,292
The analysis of hedging derivatives portfolio, by maturity, as at 31 December BHSfollows:
Dec 2016
Notional (remaining term) Fair value
Up to 3 months to Over 1
3 months 1year year Total Assets Liabilities
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000 #os '000
Fair value hedging derivatives related to
interest rate risk changes:
OTC Market:
Interest rate swaps 341,100 - 6,548,576 6,889,676 27,168 90,865
Other 550,000 150,000 - 700,000 5,232 3,356
891,100 150,000 6,548,576 7,589,676 32,400 94,221
Cash flow hedging derivatives related to
interest rate risk changes:
OTC Market:
Interest rate swaps 77,092 158,719 6,677,312 6,913,123 3,963 29,273
Cash flow hedging derivatives related to
currency risk changes:
OTC Market:
Currency swaps 93,356 141,393 - 234,749 2,375 1,931
Other currency contracts 771,735 974,062 2,538,745 4,284,542 89 258,515
865,091 1,115,455 2,538,745 4,519,291 2,464 260,446
Hedging derivatives related to
net investment in foreign operations:
OTC Market:
Currency and interest rate swap - 178,371 358,768 537,139 18,211 52
Total financial instruments
Traded by:
OTC Market 1,833,283 1,602,545 16,123,401 19,559,229 57,038 383,992
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25. Financial assets held to maturity

The balance Financial assets held to maturity ayaed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Bonds and other fixed income securities
Issued by public entities 150,248 152,119
Issued by other entities 301,006 359,062
451,254 511,181

As at 30 June 2017, the balance Financial assets held to maturity includes the antourtsof87,781,000 (31 December 2016: Euros 237,513,000) related to
non-derivatives financial assets (bonds) reclassified in previous yeansfinancial assets held for trading caption to financial assets betthturity caption,
as referred in the accounting policy note 1 f) and note 23.

As at 30 June 2017, the balance Financial assets held to maturity also sdhedemount of Euros 173,567,000 (31 December 2016: Euros 175,309,000)
related to non-derivatives financial assets (bonds) reclassifiedeviqus periods, from financial assets available for sale caption todiabassets held to
maturity caption, as referred in the accounting policy note 1 f) and note 23.

As at 30 June 2017, the Financial assets held to maturity portfolio is analy$etioavs:

Maturity Nominal value Book value Fair value
Description Country date Interest rate Euros '000 Euros '000 Euros '000
Issued by Government and public entities
BTPS 4.5 PCT 08/01.08.2018 EUR ltaly August, 2018 0@% 50,000 50,790 53,550
OT 2014/2017 - 42 Série Mozambique July, 2017 9.875% 9122, 2,949 2,962
OT 2014/2017 - 52 Série Mozambique August, 2017 104900 2,912 2,931 2,931
OT 2014/2017 - 72 Série Mozambique November, 2017 5D9@2 4,863 4,753 4,753
OT 2014/2017 - 82 Série Mozambique December, 2017 2561 2,402 2,394 2,687
OT 2015/2018 - 12 Série Mozambique February, 2018  0D9H 2,958 2,726 2,697
OT 2015/2018 - 22 Série Mozambique February, 2018  0D9H 13,354 12,304 12,150
OT 2015/2018 - 32 Série Mozambique March, 2018 10% 28,91 8,211 8,103
OT 2015/2019 - 42 Série Mozambique November, 2019 3%6.1 6,792 5,914 5,815
OT 2015/2019 - 62 Série Mozambique December, 2019 0¥9.5 29,523 27,064 26,383
OT 2016/2019 - 12 Série Mozambique March, 2019 11.000% 4,600 4,191 4,073
OT 2016/2020 - 22 Série Mozambique May, 2020 13% 4,537 4,176 4,128
OT 2013/2017 - 32 Serie Mozambique September, 2017  10% 3,640 3,668 3,666
OT 2013/2017 - 42 Serie Mozambique December, 2017  10% 4561 1,447 1,447
OT 2014/2017 - 62 Série Mozambique November, 2017 50947 8,735 8,844 8,847
OT 2014/2017 - 72 Série Mozambique November, 2017 9%0.3 3,873 3,893 3,893
OT 2015/2019 - 52 Série Mozambique December, 2019 9%40.5 4,473 3,993 4,041
150,248 152,126
Issued by other entities
CP Comboios Pt 09/16.10.2019 Portugal October, 2019 17046 75,000 76,320 83,130
Edia SA 07/30.01.2027 Portugal January, 2027 Euribbr@B005% 40,000 39,098 31,146
Stcp 00/05.06.2022 - 100Mios Call
Semest. a Partir 10Cpn-Min.10Mios Portugal Jung220 Euribor 6M+0,0069¢ 100,000 98,825 94,651
Mbs Magellan M Series 1 Class A Ireland December6203 Euribor 3M+0,54% 42,631 42,635 42,388
Mbs Magellan M Series 1 Class B Ireland December6203Euribor 3M+1,16% 26,300 26,310 25,033
Mbs Magellan M Series 1 Class C Ireland December6203Euribor 3M+2,6% 17,800 17,818 14,184
301,006 290,532
451,254 442,658
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As at 31 December 2016, the Financial assets betthturity portfolio is analysed as follows:

Maturity Nominal value Book value Fair value
Description Country date Interest rate Euros '000 Euros '000 Euros '000
Issued by Government and public entities
BTPS 4.5 Pct 08/01.08.2018 EUR Italy August, 2018 0@% 50,000 50,728 54,623
OT 2013/2017 - 12 Serie Mozambique April, 2017 7.500% ,80% 4,363 4,244
OT 2013/2017 - 32 Serie Mozambique September, 2017 75%8 3,320 3,414 3,414
OT 2013/2017 - 42 Serie Mozambique December, 2017 5%87 1,328 1,338 1,338
OT 2014/2017 - 12 Série Mozambique October, 2017 9%B75 3,984 3,644 3,607
OT 2014/2017 - 22 Série Mozambique November, 2017 59487 3,984 3,585 3,607
OT 2014/2017 - 32 Serie Mozambique December, 2017 5%87 2,656 2,593 2,587
OT 2014/2017 - 42 Série Mozambique July, 2017 9.875% 6562, 2,662 2,660
OT 2014/2017 - 52 Série Mozambique August, 2017 104900 2,656 2,551 2,535
OT 2014/2017 - 62 Série Mozambique November, 2017 50047 7,967 8,100 8,100
OT 2014/2017 - 72 Série Mozambique November, 2017 5D0®2 7,079 6,754 6,718
OT 2014/2017 - 82 Série Mozambique December, 2017 25001 2,191 2,102 2,092
OT 2015/2018 - 12 Série Mozambique August, 2018 104900 2,698 2,346 2,326
OT 2015/2018 - 22 Série Mozambique August, 2018 104900 12,180 10,592 10,501
OT 2015/2018 - 32 Série Mozambique September, 2018 000%% 8,128 7,069 7,008
OT 2015/2019 - 42 Série Mozambique November, 2019 2804l 6,195 5,141 5,104
OT 2015/2019 - 52 Série Mozambique December, 2019 00005 4,080 4,037 4,037
OT 2015/2019 - 62 Série Mozambique December, 2019 00865 26,927 23,773 23,646
OT 2016/2019 - 12 Série Mozambique March, 2019 11.000% 4,195 3,644 3,615
OT 2016/2020 - 22 Série Mozambique May, 2020 12.750% 1384, 3,683 3,667
152,119 155,429
Issued by other entities
CP Comboios Pt 09/16.10.2019 Portugal October, 2019 17046 75,000 74,578 81,582
Edia SA 07/30.01.2027 Portugal January, 2027 Euribbr®005% 40,000 39,052 27,675
STCP 00/05.06.2022- 100Mios Call
Semest. a Partir 10Cpn-Min.10Mios Portugal Jupa22 Euribor 6M+0,0069¢ 100,000 98,709 87,636
Ayt Cedulas 07/21.03.2017 Spain March, 2017 4.000% (80,0 51,527 51,974
Mbs Magellan M Series 1 Class A Ireland Decemberf6203 Euribor 3M+0,54% 51,062 51,067 50,399
Mbs Magellan M Series 1 Class B Ireland December6203Euribor 3M+1,16% 26,300 26,310 24,339
Mbs Magellan M Series 1 Class C Ireland December6203Euribor 3M+2,6% 17,800 17,819 14,185
359,062 337,790
511,181 493,219

The analysis of Bonds and other fixed income securities portfolio, net of impairimehtded in Financial assets held to maturity, by maturity, as at 36 Jun
2017 is as follows:

Jun 2017
Up to 3 months to 1 year to Over 5
3 months 1 year 5 years years Total
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000
Fixed income:
Bonds issued by public entities
Foreign issuers 9,548 44 572 96,128 - 150,248
Bonds issued by other entities
Portuguese issuers - - 175,145 39,098 214,243
Foreign issuers - - - 86,763 86,763
9,548 44,572 271,273 125,861 451,254
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The analysis of Bonds and other fixed income securities portfolio, net of impairimehided in Financial assets held to maturity, by maturity, as at 31
December 2016 is as follows:

Dec 2016
Up to 3 months to 1yearto Over 5
3 months 1 year 5 years years Total
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000
Fixed income:
Bonds issued by public entities
Foreign issuers - 41,106 111,013 - 152,119
Bonds issued by other entities
Portuguese issuers - - 74,578 137,761 212,339
Foreign issuers 51,527 - - 95,196 146,723
51,527 41,106 185,591 232,957 511,181

The analysis of Bonds and other fixed income securities portfolio, net of impatiyimeluded in Financial assets held to maturity, by sector of actiidty
analysed as follows:

Jun 2017 Dec 2016

Euros '000 Euros '000
Transports and communications 175,145 173,287

Services

Financial intermediation 86,763 146,723
Consulting, scientific and technical activdtie 39,098 39,052
301,006 359,062
Government and Public securities 150,248 152,119
451,254 511,181

As referred in note 51, as part of the management process of the liquidity riskrdhp 8olds a pool of eligible assets that can be used as collateral in funding
operations with the European Central Bank and other Central Banks in countreethe&Broup operates, in which are included fixed income securities. As at
30 June 2017, there is no securities included in the ECB's monetary policy (31 Bexc2@i6: Euros 51,447,000).

26. Investments in associated companies

This balance is analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Portuguese credit institutions 31,213 46,271
Foreign credit institutions 242,742 253,478
Other Portuguese companies 309,058 277,454
Other foreign companies 21,998 21,663
605,011 598,866
Impairment (9,006) -
596,005 598,866
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The balance Investments in associated companéslgsed as follows:

Jun 2017
Ownership on Goodwill
equity Goodwill impairment Total Dec 2016
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000
Millenniumbcp Ageas Grupo Segurador, S.G.P.S., S.A. 279,252 - - 279,252 244,497
Banco Millennium Atlantico, S.A. 109,232 100,408 - 092640 219,754
Unicre - Instituicdo Financeira de Crédito, S.A. 3, 7,436 - 31,213 46,271
Banque BCP, S.AS. 33,102 - - 33,102 32,438
SIBS, S.G.P.S, S.A. 22,600 - - 22,600 25,575
Webspectator Corporation 93 18,011 (9,006) 9,098 18,111
Mundotéxtil - Industrias Téxteis, S.A. 6,626 - - 6 6,854
Banque BCP (Luxembourg), S.A. - - - - 1,286
Others 4,474 - - 4,474 4,080
479,156 125,855 (9,006) 596,005 598,866

These investments correspond to unquoted companies. According to the accountngiesdribed in note 1 b), these investments are measured at the equity

method.

The Group's companies included in the consolidation perimeter are presented38note

The main indicators of the principal associated companies are analysetbasfol

Total Total Total Net income
% Assets Liabilities Income for the period
Country held Euros '000 Euros '000 Euros '000 Euros '000

Jun 2017 (a)
Millenniumbcp Ageas Grupo

Segurador, S.G.P.S., S.A. Portugal 49.0 10,896,231 10,005,686 358,730 29,661
Banco Millennium Atlantico, S.A. Angola 22.7 5,414,833 4,798,855 307,652 69,434
Unicre - Instituicdo Financeira de

Crédito, S.A. (¥) Portugal 32.0 319,875 248,834 ,985 10,288
Banque BCP, S.A.S. France 19.9 3,402,374 3,236,034 ,7659 9,110
SIBS, S.G.P.S, S.A. (% Portugal 22.7 185,380 70,100 9,983 6,249
Dec 2016 (b)
Millenniumbcp Ageas Grupo

Segurador, S.G.P.S., S.A. Portugal 49.0 10,519,633 9,693,976 743,285 40,342
Banco Millennium Atlantico, S.A. Angola 22.7 5,543,186 4,882,720 609,145 137,761
Unicre - Instituicdo Financeira de

Crédito, S.A. Portugal 32.0 339,037 255,619 209,07 60,545
Banque BCP, S.A.S. France 19.9 3,217,286 3,054,283 8,313 15,015
SIBS, S.G.P.S, S.A. Portugal 22.7 185,380 70,100 282,8 45,398
Banque BCP (Luxembourg), S.A. Luxembourg 3.6 590,770 55,%71 16,633 850

(*) - Provisional values
(a) - Non audited accounts
(b) - Audited accounts
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According to the requirements defined in IFRS 12 and considering their relevacpresent in the following table the consolidated financial stateménts o
Millenniumbcp Ageas Group, SGPS, S.A. and Banco Millennium Atlantico, S.A., pedpa accordance with IFRS, modified by the consolidation

adjustments:

Income

Net profit for the period
Comprehensive income

Total comprehensive income

Attributable to Shareholders of the associates
Comprehensive income (pre-acquisition)

Adjustments of intra-group transactions (reverse

of the VOBA annual amortization (*)
Attributable to Shareholders of the associates
adjusted of intra-group transactions

Attributable to the BCP Group

Financial assets
Non-financial assets
Financial liabilities
Non-financial liabilities

Equity

Attributable to Shareholders of the associates

Adjustments of intra-group transactions (reverse

of the VOBA total amortizations (*)
Attributable to Shareholders of the associates
adjusted of intra-group transactions

Attributable to the BCP Group
Reverse of the initial gain in 2004
allocated to the BCP Group
Goodwill of the merge
Attributable to the BCP Group
adjusted of consolidation items

Millenniumbcp Ageas Grupo

Banco Millennium

Segurador, S.G.P.S., S.A. Atlantico, S.A.
Jun 2017 Dec 2016 Jun 2017 Dec 2016
Euros '000 Euros '000 Euros '000 Euros '000
358,730 743,285 307,652 609,145
29,661 40,342 69,434 137,761
35,277 (9,087) 4,901 3,322
64,938 31,255 74,335 08481,
@®4,93 31,255 74,335 141,083
- - - €e3)
6,041 1927
70,979 44,04 74,335 62,420
34,780 21,583 16,745 4,081
10,510,203 10,124,342 4,789,377 4,866,955
386,028 395,291 625,456 676,231
(9,900,845) (9,581,715) (4,710,216) (4,714,890)
(104,841) (112,261) (88,639) (167,830)
890,545 825,657 615,978 660,466
83,5 825,657 615,978 660,466
310,260 BR19
1,200,805 129,876 615,978 660,466
588,394 553,639 140,04 150,154
(309,142) (309,142) - -
69,600 69,600
279,252 244,497 09,840 219,754

(*) - VOBA corresponds to the estimated current value of the future cash fidwee contracts in force at the date of acquisition. The value of the acquired
business (VOBA) is recognized in the consolidated accounts of Millenniumbcp Agreg® Segurador, S.G.P.S., S.A. as intangible assets and is amortized
over the period of recognition of the income associated with the policies acquired

The movement of these investments is as follows:

Ownership held by BCP on equity
of the associates as at 1 January
Merger of Banco Millennium Angola, S.A.
with Banco Privado Atlantico, S.A.
Exchange differences
Other comprehensive income attributable to BCP
Dividends received
Appropriation by BCP of net income of
the associates (*)
Other adjustments

Investment held at the end of the period

(*) - includes adjustments of intra-group transasi.

Millenniumbcp Ageas Grupo

Banco Millennium

Segurador, S.G.P.S., S.A. Atlantico, S.A.
Jun 2017 Dec 2016 Jun 2017 Dec 2016
Euros '000 Euros '000 Euros '000 Euros '000
244,497 222,914 219,754 -
- - - 205,140
R - (12,234) 11,632
17,26 (4,453) 359 755
- - (14,011) (10,031)
17,368 26,036 15,771 13,306
126 - 1 (1,048)
279,252 2B 209,640 219,754
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27. Non-current assets held for sale

This balance is analysed as follo

Jun 2017 Dec 2016
Euros '000 Euros '000
Gross value
Real estate

Assets arising from recovered loans results ,844,818 1,798,040

Assets belong to investments funds and
real estate companies 475,709 529,261
Assets for own use (closed branches) 72,259 77,323
Equipment and other 31,472 31,577
Other assets 34,849 41,537
2,459,107 2,477,738

Impairment
Real estate

Assets arising from recovered loans results 200(155) (203,020)

Assets belong to investments funds and
real estate companies (16,769) (7,277)
Assets for own use (closed branches) (8,463) (7,106)
Equipment and other (9,753) (10,176)
(235,140) (227,579)
2,223,967 2,250,159

The assets included in this balance are accounted for in accordance witcdbetireg policy note 1 k).

The balance Real estate - Assets arising from recovered loans incasdesitially, real estate resulted from recovered loans or fl@iaction following the
resolution of credit agreements to customers who are accounted followingtétdistsnent of the contract or promise of recovered loans and the respective
irrevocable power of attorney issued by the client on behalf of the Bank. Additiorathiation on these assets is presented in note 51.

These assets are available for sale in a period less than one year &ahkhkas a strategy for its sale, according to the characteristic bfasset. However,
taking into account the actual market conditions, it was not possible in &linoss to conclude the sales in the expected time. The sale strateggdsihas
active search of buyers, with the Bank having a website where adagttisse properties and through partnerships with the mediation of companies haxéng m
ability for the product that each time the Bank has for sale. Prices are paiigdieviewed and adjusted for continuous adaptation to the market.

The Group requests, regularly, to the Bank of Portugal, following the Article 11#%eoGeneral Regime of Credit Institutions and Financial Companies, the
extension of the period of holding these properties.

The referred balance includes real estate for which the Group has alrs@thjished contracts for the sale in the amount of Euros 74,207,000 (31 December

2016: Euros 92,682,000), which impairment associated is Euros 9,403,000 (31 December 2016: Euros 17,435y089 ) dlalated considering the value of
the contracts.

The changes occurred in impairment for non-current assets held for sale asedres follows:

Jun 2017 Jun 2016
Euros '000 Euros '000
Balance on 1 January 227,579 265,170
Transfers - (13,788)
Impairment for the period 40,162 9,135
Write-back for the period (137) (339)
Amounts charged-off (33,143) (33,475)
Exchange rate differences 679 (1,042)
Balance on 30 June 235,140 225,661

28. Investment property

The balance Investment property corresponds to real estate evaluatemidaare with the accounting policy presented in note 1 r), based on independent
assessments and compliance with legal requirements.

The rents received related to these assets amounted to Euros 251,000 (3b&ex@hs: Euros 1,001,000), and the maintenance expenses related to rented or
not rented real estate, amount to Euros 133,000 (31 December 2016: Euros 375,000).
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29. Other tangible assets

This balance is analysed as follows:

Gross value

Land and buildings

Equipment
Furniture
Machinery
Computer equipment
Interior installations
Motor vehicles
Security equipment
Other equipment

Work in progress

Other tangible assets

Accumulated depreciation
Charge for the period (note 11)
Charge for the previous periods

30. Goodwill and intangible assets

This balance is analysed as follows:

Intangible assets
Gross value
Software
Other intangible assets

Accumulated amortization
Charge for the period (note 11)
Charge for the previous periods

Differences arising on consolidation (Goodwill)

Gross value
Bank Millennium, S.A. (Poland)

Real estate and mortgage credit

Others

Impairment

Real estate and mortgage credit

Others

30 June 2017

Jun 2017 Dec 2016
Euros '000 Euros '000
838,340 841,497
83,724 82,947
44,922 44,642
292,901 286,268
139,001 136,563
30,675 24,857
71,696 71,391
30,439 29,696
18,715 16,532
235 219
1,550,648 1,534,612
(20,526) (39,100)
(1,042,697) (1,021,646)
(1,063,223) (1,060,746)
487,425 473,866
Jun 2017 Dec 2016
Euros '000 Euros '000
105,089 101,739
56,057 52,509
161,146 154,248
(5,593) (10,724)
(121,218) (111,349)
(126,811) (122,073)
34,335 32,175
125,447 125,447
40,859 40,859
21,181 31,354
187,487 197,660
(40,859) (40,859)
(16,670) (26,870)
(57,529) (67,729)
129,958 129,931
164,293 162,106
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According to the accounting policy described in note 1 b), the recoverable amotire Goodwill is annually assessed in the second semester of each year or
whenever there are indications of eventual loss of value.

In accordance with IAS 36 the recoverable amount of goodwill resulting from theobidason of the subsidiaries, should be the greater between its value in use
(the present value of the future cash flows expected from its use) andt itelize less costs to sell. Based on these criteria, the Group made in 20&tions
of their investments for which there is goodwill recognised considering among ettters:

(i) an estimate of future cash flows generated by each cash generating unit

(i) an expectation of potential changes in the amounts and timing of cash flows;
(iii) the time value of money;

(iv) a risk premium associated with the uncertainty by holding the asset; and

(v) other factors associated with the current situation of financial ntsrke

There were not identified in the first semester of 2017, any factors that teditize deterioration in these investments' amount.

The valuations are based on reasonable and sustainable assumptions repriémehtsgestimate of the Executive Committee on the economic conditions that
affect each subsidiary, the budgets and the latest projections approved forubsgBasies and their extrapolation to future periods. The assumptions made for
these valuations might vary with the change in economic conditions and in the market.

Bank Millennium, S.A. (Poland)

The estimated cash flows of the business were projected based on curraitngpegsults and assuming the business plan and projections approved by the
Executive Committee up to 2021. After that date, perpetuity was considered taske average long-term expected rate of return for this activity in thehPol
market. Additionally it was taken into consideration the market performantdeedBank Millennium, S.A. in the Polish capital market and the direct pergenta

of shareholding. Based on this analysis and the expectations of future develogradatotip concluded for the absence of impairment indicators related to the
goodwill of this participation.

The business plan of Bank Millennium, S.A. comprises a five-year period, from 202021, considering, along this period, a compound annual growth rate of
4.9% for Total Assets and of 8.8% for Total Equity, while considering a ROE evolution &0% in 2017 to 9.6% by the end of the period.

The exchange rate EUR/PLN considered was 4.4047 at the end of 2016 (December 2016 443238
The Cost of Equity considered was 9.50% for the period 2017-2021 and in perpetuity. The annualrgtewt perpetuity (g) was 3.1%.
Real estate and mortgage credit

Considering the changes made in management of the real estate and mortgage er¢lié past few years, the Executive Committee analysed this business as a
whole.

The estimated cash flows of the business were projected based on currattngpegsults and assuming the business plan and projections approved by the
Executive Committee for real estate business and a set of assumptatesl tel the estimated future evolution of the businesses of mortgage crgdiated in
real estate agents network and real estate promotion.

The Real estate and mortgage business comprises the current Banco de Imiestinobiliario operations plus the income associated with other portfolios
booked in Banco Comercial Portugués.

The business plan and estimates for Real estate and mortgage business soanfivieg/ear period, from 2017 to 2021, considering, along this period, an

average annual decrease rate of -8.1% for total assets and of 0.5% for the altagztadd As a consequence of the impairment test made, it was recognised
during 2016 an impairment loss of Euros 40,859,000 corresponding to 100.0% of the goodwill associated.
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31. Income Tax

Deferred income tax assets and liabilities, are analysed as follows

Jun 2017 Dec 2016
Assets Liabilities Net Assets Liabilities Net
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000 os '000
Deferred taxes not depending
on the future profits (a)
Impairment losses 922,771 - 922,771 927,675 - 927,675
Employee benefits 762,114 - 762,114 789,000 - 789,000
1,684,885 - 1,684,885 1,716,675 - 1,716,675
Deferred taxes depending
on the future profits
Impairment losses 968,012 50,303 917,709 928,645 50,303 878,342
Tax losses carried forward 494,098 - 494,098 494,785 - 494,785
Employee benefits 37,701 2,673 35,028 60,083 27,248 32,835
Financial assets available for sale 29,475 7,285 22,190 60,828 5,458 55,370
Derivatives - 7,305 (7,305) - 7,444 (7,444)
Intangible assets 39 - 39 39 - 39
Other tangible assets 10,287 3,369 6,918 8,289 3,547 4,742
Others 27,177 16,931 10,246 34,258 27,366 6,892
1,566,789 87,866 1,478,923 1,586,927 121,366 1,465,561
Total deferred taxes 3,251,674 87,866 3,163,808 3,303,602 121,366 3,182,236
Offset between deferred tax assets
and deferred tax liabilities (86,231) (86,231) - (118,677) (118,677) -
Net deferred taxes 3,165,443 1,635 3,163,808 3,184,925 ,6892 3,182,236

(a) Special Regime applicable to deferred tax assets

The Extraordinary General Meeting of the Bank, held on 15 October 2014, approvedntkie 8dherence to the special regime applicable to deferred tax assets,
approved by Law no. 61/2014, of August 26, applicable to expenses and negative equitgnaratorded in taxable periods beginning on or after 1 January
2015 and the deferred tax assets that are recorded in the annual accountsxyfakertto the last period prior to that date and the taxation of the expenses and
negative equity variations that are associated with them. Pursuant tm&.a28/2016, of 19 August, this special regime is not apply to expenses and negative
equity changes recorded in the tax periods beginning on or after 1 January 2016, or getaxaasociated with them.

The Law no. 61/2014, of 26 August, provides an optional framework with the possibility oéguest resignation, according to which, in certain situations
(those of negative net result in individual annual accounts or liquidation by voluntasgldti®n, insolvency decreed in court or revocation of the respective
authorization), there will be a conversion into tax credits of the deferredgagts that have resulted from the non-deduction of expenses and reductions in the
value of assets resulting from impairment losses on credits and from ppétyenent or long-term employee benefits. In this case, it should be condtiute
special reserve corresponding to 110% of its amount, which implies the sinaltaenstitution of conversion rights attributable to the State of equivalent
value, which rights can be acquired by the shareholders through payment to th@fStet same amount. Tax credits can be offset against tax debts of the
beneficiaries (or from an entity based in Portugal of the same prudential matgmi perimeter) or reimbursable by the State. Under the regime desdtileed,
recovery of deferred tax assets covered by the optional regime approved byl &1/2014, of 26 August, is not dependent on future profits.

The above-mentioned legal framework was densified by ordinance no. 259/2015, of 4 Qabwheithe control and use of tax credits, and by the ordinance No.
293-A / 2016, of 18 November, which establishes the conditions and procedures for thetmcrbigithe shareholders of the referred rights of the State.
According to this legislation, among other aspects, these rights are subgedgta of acquisition by the shareholders on the date of creation of the rights of the
State, exercisable in periods that will be established by the Board e€ns until 10 years after the date of its creation, and the issuing banklspalit in the
name of the State the amount of the price corresponding to all the rights issued, Svithonths of date of its creation, in advance and independently of its
acquisition. Such deposit shall be redeemed when and to the extent that the rigletStfte are acquired by the shareholders, or exercised by the State.

Deferred taxes are calculated based on the tax rates expected tiobeeinvhen the temporary differences are reversed, which correspondappteved rates
or substantively approved at the balance sheet date. The deferred tax addetbiities are presented on a net basis whenever, in accordance witbaajepl
law, current tax assets and current tax liabilities can be offset and thieedeferred taxes are related to the same tax.

The deferred tax rate for Banco Comercial Portugués, S.A. is analysetoasst

Description Jun 2017 Dec 2016
Income tax 21% 21%
Municipal surtax rate 1.5% 1.5%
State tax rate 7% 7%
Total 29.5% 29.5%
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The tax applicable to deferred taxes related to tax losses of the Bankig311December 2016: 21%).

The average deferred tax rate associated with temporary differefitke Bank is 29.43% (31 December 2016: 29.43%). The income tax rate in the other main
countries where the Group operates is 19% in Poland, 32% in Mozambique, 0% (exemptienCayman Islands and 24.24% in Switzerland.

The reporting period of tax losses in Portugal is 5 years for the losses of 2012, 20281ahend 12 years for the losses of 2014, 2015 and 2016. In Poland, the
term is 5 years, in Mozambique it is 5 years and in Switzerland it isafs/

In 2016, Banco Comercial Portugués, S.A. opted for the Special Regime for Taxa@wowgds of Companies (RETGS).

The balance of deferred tax assets, with reference to 30 June 2017, relagpdenses and negative equity variations with post-employment or long-term
employee benefits and to specific credit impairment losses registeram31 December 2014 amounts to Euros 1,640,215,000, of which Euros 210,686,000 and
Euros 4,020,000 were recorded in 2015 and 2016, respectively, assets which are abesigibte for the scheme approved by Law no. 61/2014, of 26 August.

The differed income tax assets associated to tax losses carriear@hiioy expire date, is presented as follows:

Jun 2017 Dec 2016

Maturity Euros '000 Euros '000
2018 3,320 4,069
2019-2025 65 4
2026 212,833 201,812
2028 and following 277,880 288,900
494,098 494,785

Regarding the activity in Portugal, the specific rules regarding the tareefpr credit impairment and guarantees for the tax periods beginning on or after 1
January 2017 are not defined, since the reference to the Bank of Portugal Notice Newa3/6Bly applicable until 31 December 2016 and the regime that will
be effective as at 1 January 2017 has not yet been defined. In this context, thesBaomsidering, for the purpose of calculating taxable income and the
deferred tax recording with reference to 30 June 2017, that the impairment aktlieand guarantees recorded which is deductible for IRC purpose is limited
to the amount of the deductible provisions that would have been verified if the Bardetofgfdl Notice No. 3/95 still remained in force.

In the projections of future taxable income, the Executive Committee consitteegpproximation between the tax rules and accounting rules underlying a bill
amending article 28-C of the IRC Code and publicly referred to by the SegitState of Fiscal Issues in office until July 13, 2017, on the understanding that
it is probable the approval of a diploma without substantial changes in relation teféneed bill.

Briefly, in accordance with referred bill, the impairment lossesuiting from individual analysis are deductible up to the amount corresponding to the
application of the maximum reference percentages set by the Bank of Portuded waltie of the exposure not covered by assets given as collateral for the
respective payment and impairment losses resulting from a colleatialysis are deductible at 75% of the amount of the difference, when positivelatett
annually between the accumulated amount of these losses and the balancs tietrhaccepted for tax purposes in previous taxation years, with a transiti
period of 15 years with increasing percentages for the tax deductibility adirment losses for credit and guarantees not accepted fiscally until 3inbece
2016 and which become deductible under the terms provided in the bill. In this cdntthe, projections of future taxable income, were considered the scenario
in which the impairment losses resulting from individual analysis are fidiguctible.

Additionally, as part of the analysis of the recoverability of deferredassets, the Bank prepared a sensitivity analysis on the assumption ofmatintenance
of the tax regime applicable to impairment for credit and guarantees thahvi@ase in 2016 (Bank of Portugal Notice No 3/95). According to this sensitivity
analysis, the Bank also concluded the recoverability of all deferredstetsarecorded as at 30 June 2017.

In accordance with the accounting policy 1 ad. ii), and with the requirem&nt8S 12, the deferred tax assets were recognized based on the Group's
expectation of their recoverability.

The recoverability of deferred taxes depends on the implementation of #teggtiof the Bank's Board of Directors, namely the generation of estitakable
income and its interpretation of tax legislation. Any changes in the assomspised in estimating future profits or tax legislation may have matenslcts on
deferred tax assets.

The assessment of the recoverability of deferred tax assets wasdcari for each entity included in the Group's consolidation perimeter based on the
respective financial statements prepared under the budget process for 2017 eimcsuport future taxable income for each Group's entity considering the
macroeconomic and competitive environment, at the same time that incorguwr&@edup's strategic priorities.

The projections made take into consideration, in addition to the Group's stratégities, certain assumptions of the Funding and Capital Plan requested by
Bank of Portugal, namely in terms of interest rate evolution, and are dyatzaisistent with the Reduction Plan of Non-Performing Assets 2017-2021 sent it to
the supervisory entity, underlining:

- Improvement of the net interest income, considering interest rate curvésinder the scope of the projections of net interest income in line with the market
forecasts;

- Stabilization of the ratio loans and advances over the balance sheet essfrorn customer by approximately 100%, simultaneously with a reduction of NPE
of loans and advances in Portugal;

- Decrease in the cost of risk, supported by the expectation of a gradual recdwsgnomic activity, consubstantiating a stabilization of the business gsk, a

well as the reduction of the non-core portfolio. In this way, the gradual convezgeinthe cost of credit risk (up to 2021) is estimated to be close to those
currently observed in other European countries, including in the Iberian Peninsula
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- Control of the operating expenses, in line with the targets defined in the Growgtésgsc priorities;

- Positive net results, projecting the favourable evolution of the ROE andtanang of the CET1 ratio fully implemented at levels appropriate to the
requirements and benchmarks. From 2021 onwards, it is estimated an annu&l gfthet RAI, which reflects a partial convergence to the estimated &os
Equity.

Additionally, the deductions related to impairment of financial assets pjected based on the destination (sale or settlement) and the estia&tenf the
respective operations. The deductions related to employee benefits aretgrtdj@sed on their estimated payments or deduction plans, in accordance with
information provided by the actuary of the pension fund.

The analyses made allow the conclusion of the recoverability of the total ééfiexx assets recognised as at 30 June 2017.

It is present the sensitivity of the analysis of the recoverability of defetax assets to the estimate of income before income taxes: If thereS#&sealuction

in estimated income before income taxes in all years of projections from 2@028&) the deferred tax assets would have a reduction of about Euros 73 million;
If there was a 5% increase in estimated income before income taxes eaadl f projections from 2017 to 2028, the deferred tax assets would have anéncreas
of about Euros 73 million.

In accordance with this assessment, the amount of unrecognized deferred tear by gxpiration, is as follows:

Jun 2017 Dec 2016

Tax losses carried forward Euros '000 Euros '000
2017 2,418 2,453
2018 1,595 1,594
2019-2025 852 3
2026 912 917
2027 and following 242,123 172,552
247,900 177,519

The impact of income taxes in Netincome / (loss) and in other captions of Group'g, esuétt 30 June 2017, is analysed as follows:

Jun 2017
Net income /
(loss) for the Reserves and Exchange
period retained earnings differences
Euros '000 Euros '000 Euros '000
Deferred taxes
Deferred taxes not depending
on the future profits (a)
Impairment losses (7,163) 2,259 -
Employee benefits (26,199) (687) -
(33,362) 1,572 -
Deferred taxes depending
on the future profits
Impairment losses 40,699 (2,259) 927
Tax losses carried forward (8,749) 7,651 411
Employee benefits 7,297 (4,851) (253)
Financial assets available for sale - (32,644) (536)
Derivatives 461 - (322)
Other tangible assets 2,123 - 53
Others 2,640 - 714
44,471 (32,103) 994
11,109 (30,531) 994
Current taxes
Actual period (55,945) 12 -
Correction of previous periods 1,397 - -
(54,548) 12 -
(43,439) (30,519) 994

(a) Deferred tax related to expenses and negative equity variationseddwe the special arrangements for deferred tax assets (Law No. 61/2014 afyR6tA
Under the Law No. 23/2016 of 19 August, this special scheme is not applicable to expedsesgative equity variations accounted in the taxable periods
beginning on or after 1 January 2016, neither to deferred tax assets assodiatibdm.
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The impact of income taxes in Net income / (loss) and in other captions of Group'y, egudtt 30 June 2016, is analysed as follows:

Jun 2016
Net income / Discontinued
(loss) for the Reserves and Exchange operations and
period retained earnings differences  other variations
Euros '000 Euros '000 Euros '000 Euros '000
Deferred taxes
Deferred taxes not depending
on the future profits (a)
Impairment losses 380,439 (418,125) - -
Employee benefits 20,546 1,654 - -
400,985 (416,471) - -
Deferred taxes depending
on the future profits
Impairment losses (402,995) 439,171 (2,921) 13,683
Tax losses carried forward 111,520 2,034 (52) -
Employee benefits 2,252 22,102 699 -
Financial assets available for sale - 30,794 (5,280) -
Derivatives 845 - (686) -
Other tangible assets 262 - (58) -
Others 21,879 - 1,732 (511)
(266,237) 494,101 (6,566) 13,172
134,748 77,630 (6,566) 13,172
Current taxes
Actual period (56,996) 147 - 2
Correction of previous periods 549 (62) - -
(56,447) 85 - 2
78,301 77,715 (6,566) 13,174

(a) Deferred tax related to expenses and negative equity variativesecbby the special arrangements for deferred tax assets (Law No. 61/224 Aofust).
Under the Law No. 23/2016 of 19 August, this special scheme is not applicable to expedsesgative equity variations accounted in the taxable periods
beginning on or after 1 January 2016, neither to deferred tax assets assodiatiedm.

The reconciliation between the nominal tax rate and the effective teisanalysed as follows:

Net income / (loss) before income taxes

Current tax rate (%)

Expected tax
Non-deductible impairment
Contribution to the banking setor

Results of companies consolidated by the equityhatket
Other accruals for the purpose of calculating éxalle inco

Employees' benefits

Effect of difference of rate tax and deferred tax

not recognised previously
Correction of previous periods
(Autonomous tax) / tax credits

Total

Effective rate
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Jun 2017 Jun 2016
Euros '000 Euros '000
183,304 (241,262)
29.5% 29.5%
(54,075) 71,172
(7,761) (10,844)
(13,335) (7,322)
10,356 11,126
(5,227) (7,888)
15,661 -
8,468 11,761
2,779 11,080
(305) (784)
(43,439) 78,301
23.7% 32.5%
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32. Other assets

This balance is analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Deposit account applications 295,208 280,675
Associated companies 939 6,247
Subsidies receivables 7,661 5,084
Prepaid expenses 36,822 31,662
Debtors for futures and options transactions ®D0,2 49,422
Debtors
Residents
Insurance activity 5,017 4,386
Advances to suppliers 1,206 1,663
SIBS 6,889 6,340
Prosecution cases / agreements with the Bank 1,317 11,481
Receivables from real estate, transfers
of assets and other securities 48,224 55,693
Others 90,866 81,432
Non-residents 31,263 26,014
Receivable dividends - 18,063
Interest and other amounts receivable 44,366 47,763
Amounts receivable on trading activity 69,993 37,223
Gold and other precious metals 3,597 3,635
Other financial investments 6,304 20,426
Other recoverable tax 24,152 24,558
Artistic patrimony 28,853 28,811
Capital supplementary contributions 8,010 7,648
Reinsurance technical provision 18,362 11,999
Obligations with post-employment benefits (n48 130,112 31,681
Capital supplies 217,742 214,810
Amounts due for collection 32,024 29,618
Amounts due from customers 198,923 227,376
Sundry assets 107,309 91,493
1,475,366 1,355,203
Impairment for other assets (294,076) (267,389)
1,181,290 1,087,814

As referred in note 56, the balance Capital supplies includes the amount of Euros 216,33%,0@@¢émber 2016: Euros 213,464,000) and the balance Capital
supplementary contributions includes the amount of Euros 2,939,000 (31 December 2016: Euros 2,939,08@0)oarighe transfers of assets to Specialized
recovery funds which have impairment in the same amount. The impairménimiiact on results in the first semester of 2017 related to these operations
amounted to Euros 2,880,000 (30 June 2016: Euros 3,022,000).

As at 30 June 2017, the caption Deposit account applications includes the amount of Euros 240,14 D86eMmber 2016: Euros 228,949,000) on the
Clearing houses / Clearing derivatives.

The caption Amounts receivable on trading activity includes amounts receiwéthin 3 business days of stock exchange operations.

Considering the nature of these transactions and the age of the amounts of thestn@e&Bneup's procedure is to periodically assess the collectability of these
amounts and whenever impairment is identified, an impairment loss is recdgnitee income statement.

The changes occurred in impairment for other assets are analysed as follows:

Jun 2017 Jun 2016
Euros '000 Euros '000
Balance on 1 January 267,389 240,943
Other transfers 7,429 22,472
Impairment for the period 21,860 5,327
Write back for the period (618) (152)
Amounts charged-off (2,132) (120)
Exchange rate differences 148 (351)
Balance on 30 June 294,076 268,119
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33. Resources from credit institutions

This balance is analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Resources and other financing from Central Banks
Bank of Portugal 3,976,226 4,851,574
Central Banks abroad 196,782 300,098
4,173,008 5,151,672
Resources from credit institutions in Portugal
Sight deposits 82,873 126,260
Term Deposits 132,106 428,861
Loans obtained - 2,978
Other resources 3,679 1,240
218,658 559,339
Resources from credit institutions abroad
Very short-term deposits 1,077 11
Sight deposits 131,990 151,516
Term Deposits 331,546 240,712
Loans obtained 1,431,113 1,450,724
Sales operations with repurchase agreement 3645 2,317,772
Other resources 9,925 66,649
4,981,515 4,227,384
9,373,181 9,938,395

The caption Resources from credit institutions abroad includes, under the scogesafctions involving derivative financial instruments (IRS and CIRS) with
institutional counterparties, and in accordance with the terms of theiraapagreements ("Cash collateral"), the amount of Euros 74,368,000 (31 December
2016: Euros 66,485,000). These deposits are held by the Group and are reported as doHakerakferred operations (IRS and CIRS), whose revaluation is
positive.

The caption Resources from credit institutions - Resources from crediutitsts abroad - Sales operations with repurchase agreement, correspongs to re
operations carried out in the money market and is a tool for the Bank's treasurgensera.

34. Resources from customers and other loans

This balance is analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Deposits from customers:
Repayable on demand 24,200,240 22,017,099
Term deposits 20,161,866 20,459,067
Saving accounts 3,007,022 2,841,677
Deposits at fair value through profit and loss 835,451 2,985,741
Treasury bills and other assets sold
under repurchase agreement 110,441 137,707
Cheques and orders to pay 308,808 320,159
Others 11,921 36,197
50,635,749 48,797,647

In the terms of the Law, the Deposit Guarantee Fund was established to geatfamtreimbursement of funds deposited in Credit Institutions. The criteria t
calculate the annual contributions to the referred fund are defined in the Regulat 11/94 of the Bank of Portugal.

The caption Deposits from customers - Deposits at fair value through profit asiésloseasured at fair value in accordance with internal valuation teclmique
considering mainly observable internal inputs. In accordance with the thigraf the valuation sources, as referred in IFRS 13 these instrumertisssdied in
level 3 (note 47). These financial liabilities are revalued against intatement, as referred in the accounting policy presented in note 1 d) amdcegsised

in the first semester of 2017 a loss of Euros 227,000 (31 December 2016: gain of Euros 3,239,68Dja¢lze fair value changes resulting from variations in
the credit risk of the Group, as referred in note 6.

The nominal amount of the caption Deposits from customers - Deposits at fair hatwgyh profit and loss amounts to, as at 30 June 2017, Euros 2,835,203,000
(31 December 2016: Euros 2,992,567,000).
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35. Debt securities issued

This balance is analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Debt securities at amortized cost
Bonds 877,292 967,289
Covered bonds 992,063 926,793
MTNs 25,592 415,460
Securitizations 361,454 382,412
2,256,401 2,691,954
Accruals 3,164 35,202
2,259,565 2,727,156
Debt securities at fair value through profit ansislo
Bonds 25,201 38,709
MTNs 158,445 157,873
183,646 196,582
Accruals 340 3,566
183,986 200,148
Certificates at fair value through profit and loss 771874 585,516
3,121,425 3,512,820

The securities in caption Debt securities at fair value through profit arsddes measured in accordance with internal valuation techniques consideiiimg m
observable market inputs. In accordance with the hierarchy of the valistiones, as referred in IFRS 13, these instruments are classifieeelr?2 (note 47).
These financial liabilities are revalued against income statemengéfersed in the accounting policy presented in note 1 d). As at 30 June 2017, a gaén in t
amount of Euros 392,000 was recognised (31 December 2016: loss of Euros 1,368,000) relatedrtodhee fehanges resulting from variations in the credit
risk of the Group, as referred in note 6.

The nominal value of the balance Debt securities at fair value through profitaasdincludes, as at 30 June 2017, the amount of Euros 163,940,000 (31
December 2016: Euros 177,890,000).

36. Financial liabilities held for trading

The balance is analysed as follows:

Jun 2017 Dec 2016

Euros '000 Euros '000
Short selling securities 25,381 24,228

Trading derivatives (note 23):

Swaps 425,888 498,702
Options 2,093 4,457
Embedded derivatives 10,567 6,111
Forwards 9,408 6,225
Others 2,855 7,864
450,811 523,359
476,192 547,587
Level 1 496 234
Level 2 394,263 459,309
Level 3 81,433 88,044

As referred in IFRS 13, financial instruments are measured accordihg tevels of valuation described in note 47.
The balance Financial liabilities held for trading includes, as at 30 June 2017 nthedded derivatives valuation separated from the host contracts in

accordance with the accounting policy presented in note 1 d), in the amount of HyE&7,000 (31 December 2016: Euros 6,111,000). This note should be
analysed together with note 23.
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37. Provisions

This balance is analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Provision for guarantees and other commitments(82) 127,213 128,056
Technical provision for the insurance activity
For direct insurance and reinsurance accepted
Unearned premium 11,551 10,490
Life insurance 36,812 34,751
For participation in profit and loss 2,828 431
Other technical provisions 23,424 15,816
Other provisions for liabilities and charges 137,268 131,506
339,096 321,050
Change in Provisior for guarantee anc othel commitment are analyse as follows:
Jun 2017 Jun 2016
Euros '000 Euros '000
Balance on 1 January 128,056 74,710
Transfers resulting from changes in the
Group's structure - (930)
Other transfers - 102
Charge for the period 8,286 14,384
Write-back for the period (9,433) (4,167)
Exchange rate differences 304 (1,886)
Balance on 30 June 127,213 82,213
Changes in Other provisions for liabilities and charges are analysed asdpllow
Jun 2017 Jun 2016
Euros '000 Euros '000
Balance on 1 January 131,506 136,908
Transfers resulting from changes in the
Group's structure 3 (1,879)
Other transfers (572) 13,696
Charge for the period 9,748 7,083
Write-back for the period (492) (7,828)
Amounts charged-off (3,426) (3,334)
Exchange rate differences 501 (1,666)
Balance on 30 June 137,268 142,980

The Other provisions for liabilities and charges were based on the probabildgoofrence of certain contingencies related to risks inherent to the Group’
activity, being reviewed at each reporting date to reflect the béist@e of the amount and respective probability of payment. This caption includesiprsv

for contingencies in the sale of Millennium Bank (Greece), lawsuits, fraubtax contingencies. The provisions constituted to cover tax contingencdiedot
Euros 57,260,000 (31 December 2016: Euros 49,016,000 ) and are associated, essentially, to destirz@ed to VAT and Stamp Duty.
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38. Subordinated debt

This balance is analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Bonds

Non Perpetual 810,035 804,547
Perpetual 27,147 28,955
CoCos - 703,421
837,182 1,536,923
Accruals 13,421 7,632
850,603 1,544,555

The balance Subordinated debt - CoCos corresponds to hybrids subordinated debt insthahepislify as Core Tier | Capital, issued on 29 June 2012, by
Banco Comercial Portugués, S.A. with an initial amount of Euros 3,000,000,000 and fullgribedsby the Portuguese State. These instruments are fully
reimbursable by the Bank through a five years period and only in specific citamees, such as delinquency or lack of payment are susceptible of being
converted in Bank's ordinary shares.

The referred instruments were issued under the scope of the recapaalisadgram of the bank, using the Euros 12,000,000,000 line made available by the
Portuguese State, under the scope of the IMF intervention program, in accordémtieiaw no. 150-A/2012. Following the restructuring process agreed with
DGComp, these instruments are eligible for prudential effects as Core.Temlever, under the IAS 32 - Financial Instruments: Presentation for acogunti
purposes, these instruments are classified as liability accordingdiodtacteristics, namely: (i) mandatory obligation to pay capital atetésts; and (ii) in case

of settlement through the delivery of equity securities, the number of sesuntielivery is depending on the market value at the date of conversion, in order to
have the value of the bond settled.

Thus, the classification as liability results from the fact that thegtor, as holder of the instrument issued, is not exposed to the company equity amsum
risk, and will always receive the equivalent amount of the value investemish or in ordinary shares of the Bank. The operation has an increasing iraggest
beginning in 8.5% and ending at the maturity at 10% in 2017.

Throughout 2014 and following the capital increase and the assessment of the evofutiapital ratios, the Bank repaid in May the amount of Euros
400,000,000 of core tier | capital instruments (CoCos) issued by the Portuguese i8tateAagust 2014 repaid Euros 1,850,000,000 of common equity tier |
capital instruments (CoCos), after having received the authorizationtfreBank of Portugal.

Under the Restructuring Plan approved by the European Commission following tbgonjef State funds in June 2012, Banco Comercial Portugués, S.A.
became bound to a compromise catalogue that includes the need to sell its holdangkiMBennium S.A. (Poland) if outstanding Core Tier 1 hybrid capital
instruments subscribed by the Portuguese State (“CoCos”) exceed Euros 700,000,080 &eet¢mber 2016. Thus, the Bank repaid Euros 50,000,000 of
CoCos during December 2016, thus meeting once again the deadlines established undeoshe@y@ent plan agreed with the European Commission.

As referred in note 46, Banco Comercial Portugués, S.A. has proceeded, on 9 ¥&liarto the early repayment to the Portuguese state of the remaining

Core Tier 1 hybrid capital instruments, in the amount of Euros 700 million. Thiyment, key to the return to normalisation of BCP’s activity, was presly
approved by the European Central Bank, subject to the success of the rights issuetedingthis date.
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As at 30 June 2017, the subordinated debt issues are analysed as follows:

Own funds
Issue Maturity Nominal value Book value value
Issue date date Interest rate Euros '000 Euros '000 Euros '000
Non Perpetual Bont
Banco Comercial Portugué
Mbcp Ob Cx Sub 1 Serie 2008-2018 September, 2008 eBdyetr, 2018 (i) See reference (viii) 52,445 52,445 7,709
Mbcp Ob Cx Sub 2 Serie 2008-2018 October, 2008  Oct@048 (i) See reference (viii) 14,887 14,887 2,356
Bcp Ob Sub Jun 2020 - Emtn 727 June, 2010 June, @020  See reference (ix) 14,791 14,791 2,949
Bcp Ob Sub Aug 2020 - Emtn 739 August, 2010 Augud202(iv)  See reference (x) 9,278 9,278 1,222
Bcp Ob Sub Mar 2021 - Emtn 804 March, 2011 March 1202 Euribor 3M + 3.75% 114,000 114,000 85,373
Bcp Ob Sub Apr 2021 - Emtn 809 April, 2011 April, 202 Euribor 3M + 3.75% 64,100 64,100 48,111
Bcp Ob Sub 3S Apr 2021 - Emtn 812 April, 2011 Ap2d21 Euribor 3M + 3.75% 35,000 35,000 26,658
Bcp Sub 11/25.08.2019 - Emtn 823 August, 2011 Auq@9 Fixed rate 6.383% 7,500 7,916 3,229
Bcp Subord Sep 2019 - Emtn 826 October, 2011 Septe20Ed Fixed rate 9.31% 50,000 54,527 22,444
Bcp Subord Nov 2019 - Emtn 830 November, 2011 Noven#ii9 Fixed rate 8.519% 40,000 43,443 18,844
Mbcp Subord Dec 2019 - Emtn 833 December, 2011 Deeerb19 Fixed rate 7.15% 26,600 29,045 12,990
Mbcp Subord Jan 2020 - Emtn 834 January, 2012 Jan2@2g Fixed rate 7.01% 14,000 14,977 7,101
Mbcp Subord Feb 2020 - Vm Sr. 173 April, 2012 Febyua020 Fixed rate 9% 23,000 24,181 12,241
Bcp Subord Apr 2020 - Vm Sr 187 April, 2012 April, ZD Fixed rate 9.15% 51,000 53,350 28,135
Bcp Subord 2 Serie Apr 2020 - Vm 194 April, 2012 ARD20 Fixed rate 9% 25,000 26,092 13,917
Bcp Subordinadas Jul 20-Emtn 844 July, 2012 Julyp202 Fixed rate 9% 26,250 26,860 15,779
Bank Millennium
MB Finance AB December, 2007 December, 2017 Euribor+6R86 150,046 150,046 14,171
BCP Finance Ban
BCP Fin Bank Ltd EMTN - 828 October, 2011  OctobeR20 Fixed rate 13% 94,274 75,053 19,555
Magellan No. 2
Magellan No. 3 Series 3 Class F June, 2005 May, 2058 - 44 44 -
810,035 342,784
Perpetual Bonc
ObrigacGes Caixa Perpétuas
Subord 2002/19jun2012 June, 2002 See reference @ge reference (xi) 85 68 -
TOPS BPSM 1997 December, 1997 See reference (vi) &usid + 0,9% 22,035 22,093 22,017
BCP Leasing 2001 December, 2001  See reference (viiyib&BM + 2,25% 4,986 4,986 4,986
27,147 27,003
Accruals 13,42: -
850,603 369,787
References:

Date of exercise of the next call option - It is considered the first date thigeend of the restructuring period (31 December 2017). Subject to prior approval of
the Supervisory Authorities.

(i) March 2018; (i) - April 2018; (iii) - June 2018; (iv) - February 2018; (v) - March 2028) { June 2018 ; (vii) March 2018
Interest rate

(viii) - 1st year 6%; 2nd to 5th year Euribor 6M + 1%; 6th year and following Euribor6MM4%,;

(ix) - Until the 5th year Fixed rate 3.25%; 6th year and following years Euribor 6ot

(x) - 1st year: 3%; 2nd year 3.25%; 3rd year 3.5%; 4th year 4%; 5th year 5%; 6th yetnilandng Euribor 6M + 1.25%;
(xi) - Until 40th coupon 6.131%,; After 40th coupon Euribor 3M + 2.4%.
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As at 31 December 2016, the subordinated debtssmgeanalysed as follows:

Own funds
Issue Maturity Nominal value Book value value
Issue date date Interest rate Euros '000 Euros '000 Euros '000
Non Perpetual Bonds
Banco Comercial Portugués:
MBCP Ob Cx Sub 1 Serie 2008-2018 September, 2008 eByetr, 2018 (i) See reference (viii) 52,587 52,587 7,740
MBCP Ob Cx Sub 2 Serie 2008-2018 October, 2008 Oct@0438 (i)  See reference (viii) 14,887 14,887 2,357
BCP Ob Sub jun 2020 - EMTN 727 June, 2010 June, 20RO  See reference (ix) 14,791 14,791 1,471
BCP Ob Sub ago 2020 - EMTN 739 August, 2010 Augud202iv)  See reference (x) 9,278 9,278 1,222
BCP Ob Sub mar 2021 - EMTN 804 March, 2011 March 1202 Euribor 3M + 3.75% 114,000 114,000 96,773
BCP Ob Sub abr 2021 - EMTN 809 April, 2011 April, 202 Euribor 3M + 3.75% 64,100 64,100 54,521
BCP Ob Sub 3S abr 2021 - EMTN 812  April, 2011 Azd21 Euribor 3M + 3.75% 35,000 35,000 30,158
BCP Sub 11/25.08.2019 - EMTN 823  August, 2011 Auge3to Fixed rate 6.383% 7,500 8,011 3,979
BCP Subord set 2019 - EMTN 826 October, 2011  Septergb&9 Fixed rate 9.31% 50,000 53,933 27,444
BCP Subord nov 2019 - EMTN 830 November, 2011 Noven2i 9 Fixed rate 8.519% 40,000 42,675 22,844
MBCP Subord dez 2019 - EMTN 833  December, 2011 Deeen2019 Fixed rate 7.15% 26,600 28,260 15,650
MBCP Subord jan 2020 - EMTN 834 January, 2012 Janzaz0 Fixed rate 7.01% 14,000 14,490 8,501
MBCP Subord fev 2020 - Vm Sr. 173 April, 2012 Feby&020 Fixed rate 9% 23,000 23,730 14,541
BCP Subord abr 2020 - Vm Sr 187 April, 2012 April220 Fixed rate 9.15% 51,000 52,485 33,235
BCP Subord 2 Serie abr 2020 - Vm 194  April, 2012 A2020 Fixed rate 9% 25,000 25,650 16,417
BCP Subordinadas jul 20-EMTN 844 July, 2012 July,®02 Fixed rate 9% 26,250 26,370 18,404
Bank Millennium:
MB Finance AB December, 2007 December, 2017 Euribor+6R86 150,466 150,466 29,257
BCP Finance Bank:
BCP Fin Bank Ltd EMTN - 828 October, 2011  October220 Fixed rate 13% 94,413 73,791 19,470
Magellan No. 3:
Magellan No. 3 Series 3 Class F June, 2005 May, 2058 - 44 44 -
804,548 403,984
Perpetual Bonds
ObrigacGes Caixa Perpétuas
Subord 2002/19jun2012 June, 2002 See reference (@ge reference (xi) 95 75 -
TOPS BPSM 1997 December, 1997 See reference (vi) &usid + 0.9% 23,216 23,332 23,216
BCP Leasing 2001 December, 2001  See reference (viiyib&BM + 2.25% 5,548 5,548 5,548
28,955 28,764
CoCos
BCP Coco Bonds 12/29.06.2017 December, 2001 Juné&, 201 See reference (xii) 700,000 703,420 700,000
Accruals 7,632 -
1,544,555 1,132,748
References:

Date of exercise of the next call option - It is considered the first date tfteend of the restructuring period (31 December 2017). Subject to prior approval of
the Supervisory Authorities.

(i) March 2018; (i) - April 2018; (iii) - June 2018; (iv) - February 2018; (v) - March 20M8) { June 2018; (vii) March 2018
Interest rate

(viii) - 1st year 6%; 2nd to 5th year Euribor 6M + 1%,; 6th year and following Euribor6M4%,;

(ix) - Until the 5th year Fixed rate 3.25%; 6th year and following years Euribor 6ot

(x) - 1st year: 3%; 2nd year 3.25%; 3rd year 3.5%; 4th year 4%; 5th year 5%; 6th yetnllandng Euribor 6M + 1.25%;
(xi) - Until 40th coupon 6.131%; After 40th coupon Euribor 3M + 2.4%;

(xii) - 1st year: 8.5%; 2nd year 8.75%; 3rd year 9%; 4th year 9.5%; 5th year 10%.
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39. Other liabilities

This balance is analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Creditors:
Suppliers 33,373 28,430
From factoring operations 15,030 13,717
Deposit account applications and others agtitins 86,723 23,615
Associated companies 2 108
For futures and options transactions 6,911 6,517
For direct insurance and reinsurance opersition 8,374 9,853
Obligations not covered by the Group Pension
Fund - amounts payable by the Group 31,859 47,989
Other creditors
Residents 32,651 51,241
Non-residents 29,625 36,573
Negative equity in associated companies
Luanda Waterfront Corporation 13,340 9,473
Nanium, S.A. - 2,367
Holiday pay and subsidies 57,114 50,910
Interests and other amounts payable 27,991 65,147
Operations to be settled - foreign, transfers
and deposits 239,307 301,696
Amounts payable on trading activity 45,517 803
Other administrative costs payable 2,471 2,856
Deferred income 66,248 10,930
Loans insurance received and to amortized 52,974 52,164
Public sector 45,162 32,643
Other liabilities 187,269 168,496
981,941 915,528

The caption Obligations not covered by the Group Pension Fund - amounts payableGrptipeincludes the amount of Euros 9,741,000 (31 December 2016:
Euros 17,818,000) related to the actual value of benefits attributed associdtedoxtgage loans to employees, retirees and former employees anchdoata

of Euros 3,837,000 (31 December 2016: Euros 3,837,000), related to the obligations with retirenefité béready recognised in Staff costs, to be paid to
former members of the Executive Board of Directors, as referred in noteTHi8 balance also includes the amount of Euros 14,000,000 regarding to
restructuration costs. These obligations are not covered by the Group PensiomBuhdrafore, correspond to amounts payable by the Group.

As at 31 December 2016, this caption also included the amount of Euros 21,337,000 relatesktodhsy premium.

The caption Amounts payable on trading activity includes amounts payable withinrbsislays of stock exchange operations.

40. Share capital, preference shares and other equitnstruments

The Bank's share capital, as at 30 June 2017, amounts to Euros 5,600,738,053.72 and is repsedéntéd,989,952 ordinary, book-entry and nominates
shares, without nominal value, which is fully paid.

As referred in note 46, the Board of Directors of BCP has resolved on 9 JaR0&¥, to increase the share capital of BCP from Euros 4,268,817,689.20 to
Euros 5,600,738,053.72, through an offering to existing holders of BCP's ordinary shares purghairt iespective pre-emption rights, and other investors
who acquire subscription rights, to subscribe for 14,169,365,580 new ordinary, book entry atetedgbares, without nominal value. The resulting number of
BCP ordinary shares is 15,113,989,952.

In November 2016, and in accordance with the resolution of the General Meetirfiaoét®lders of 21 April 2016 to suppress the pre-emptive right of the
shareholders, the Board of Directors of BCP has approved a resolution for thesecné BCP’s share capital, from Euros 4,094,235,361.88 to Euros
4,268,817,689.20, by way of a private placement of 157,437,395 new shares offered for subscription byaChmduscription price of Euros 1.1089 per new
share.

In October 2016, Banco Comercial Portugués proceeded with a reverse stocwitiplitit decrease of the share capital, of the shares representing the Bank’s

share capital, by applying a regrouping ratio of 1:75, every 75 shares prior tewbise split corresponding to 1 share thereafter, which is applicabléthe
shares, in the same proportion. Thus, BCP's share capital at that date, rinotinet @f Euros 4,094,235,361.88, was represented by 787,186,977 shares.
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As at 30 June 2017, the balance preference shares amounts to Euros 59,910,000.

The preference shares includes two issues by BCP Finance Company Ltd whiidering the rules established in IAS 32 and in accordance with the
accounting policy presented in note 1 h), were considered as equity instrumeaissilies are analysed as follows:

- 439,684 preference shares with par value of Euros 100 each, perpetual without votisgnriglettotal amount of Euros 43,968,400, issued on 9 June 2004.

- 15,942 preference shares with par value of Euros 1,000 each, perpetual without \gitisgin the total amount of Euros 15,942,000, issued on 13 October
2005.

The balance Other equity instruments, in the amount of Euros 2,922,000 includes 2,922 perpetdalatebalebt securities with conditional coupons, issued
on 29 June 2009, with a nominal value of Euros 1,000 each.

Banco Comercial Portugués, S.A. issued on 29 June 2012 hybrids subordinated debt intstqumaified as Core Tier | Capital, (CoCos) fully subscribed by the
Portuguese State. These instruments are fully reimbursable by the Bank tlardiughyears period and only in specific circumstances, such as delinquency or
lack of payment are susceptible of being converted in Bank's ordinary shares.

These instruments are eligible for prudential effects as Core Tier l.edery under the IAS 32 - Financial Instruments: Presentation for accounting psirpose
these instruments are classified as liability (note 38) according thétsacteristics, namely: (i) mandatory obligation to pay capital andeists; and (ii) in case

of settlement through the delivery of equity securities, the number of sesutitidelivery is depending on the market value at the date of conversion, in order to
have the value of the bond settled. Thus, the classification as liabilijtsesom the fact that the investor, as holder of the instrument issued, is not exjpose
the company equity instruments risk, and will always receive the equivatemiat of the value invested, in cash or in ordinary shares of the Bank.

Under the Restructuring Plan approved by the European Commission following th#anjef State funds in June 2012, Banco Comercial Portugués, S.A.
(BCP) became bound to a compromise catalogue that includes the need to sell itg iroBank Millennium S.A. (Poland) if outstanding Core Tier 1 hybrid
capital instruments subscribed by the Portuguese State (“CoCos”) exceesl HA® million as at 31 December 2016. Thus, the Bank reimbursed Euros
50,000,000 of Core Tier 1 hybrid instruments (CoCos) during the month of December 2016, thing roree again the deadlines established under the CoCos
repayment plan agreed with the European Commission.

As referred in note 46, on 9 February 2017, BCP reimbursed the remaining Co@asRortuguese State in the amount of Euros 700 million. This repayment,
which marks the return to the normalization of BCP's activity, had prelyidaeen approved by the European Central Bank, subject to the success of thie capita
increase that BCP concluded on that date.

Pursuant to the conditions of the issue of Core Tier | Capital Instruments undenabittthe State, under Law no. 63-A/2008 and Implementing Order no. 150-
A/2012 (CoCos), the Bank could not distribute dividends until the issue was fully resmthur

As at 30 June 2017, the shareholders who hold individually or jointly 2% or more of the captial Bank, are the following:

Shareholder number of shares % share capital % voting rights

Fosun Group - Chiado (Luxembourg) S.a.r.l. 3,738,412,411 24.73% 24.73%
Sonangol Group - Sonangol - Sociedade Nacionalaeb@stiveis de Angola, | 2,303,640,891 15.24% 15.24%
Grupo EDP - EDP Pension Fund (*) 319,113,690 2.11% 2.11%
Norges Bank, directly 327,405,240 2.17% 2.17%
BlackRock, Inc.** 307,981,328 2.04% 2.04%
Total Qualified Shareholdings 6,996,553,560 46.29% 46.29%

(*) Imputation in accordance with paragraph f) afggraph 1 of Article 20 of the Portuguese SeasiGode.
** According to the press release of 5 April 2017

Legal and statutory reserves

Under Portuguese legislation, the Bank is required to set-up annually a lsgaleeequal to a minimum of 10 percent of annual profits until the reserve equals
the share capital. Such reserve is not normally distributable. In accerdeitit the proposal for the application of results for the year 2016 approved at the
General Shareholders' Meeting held on 10 May 2017, the Bank increased itelegalerin the amount of Euros 6,931,000. As at 30 June 2017, the amount of
Legal reserves amounts to Euros 222,806,000 (31 December 2016: Euros 215,875,000).

In accordance with current legislation, the Group companies must set-up anmuedgrve with a minimum percentage between 5 and 20 percent of their net
annual profits depending on the nature of their economic activity.

As at 30 June 2017, the amount of Statutory reserves amounts to Euros 30,000,000 (31 Decembearr@918,800,000) and corresponds to a reserve to
steady dividends that, according to the bank’s by-laws, can be distributed.
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42. Treasury shares

This balance is analysed as follows:

Banco Comercial Other
Portugués, S.A. treasury
shares stock Total
Jun 2017
Net book value (Euros '000) 76 203 279
Number of securities 323,774 (¥
Average book value (Euros) 0.23
Dec 2016
Net book value (Euros '000) 2,880 - 2,880
Number of securities 2,689,098 (*)
Average book value (Euros) 1.07

The own shares held by the companies included in the consolidation perimetgitid@irethe limits established by the bank's by-laws and by "Cédigo das
Sociedades Comerciais".

(*) As at 30 June 2017, Banco Comercial Portugués, S.A. does not held treasuryasithoeses not performed any purchases or sales of own shares during the
period. However, this balance includes 323,774 shares (31 December 2016: 2,689,098 shares) aieets.bgonsidering the fact that for some of these
clients there is evidence of impairment, the shares of the Bank owned by tieegs were considered as treasury shares, and, in accordance withdhetaoy
policies, written off from equity.

Regarding treasury shares owned by associated companies of the BCP Groterres i note 49, as at 30 June 2017, the Millenniumbcp Ageas Group owned
142,601,002 BCP shares (31 December 2016: 8,694,500 shares) in the amount of Euros 33,597,000 (31 December 20362 p0O@)s

43. Fair value reserves and reserves and retainedreangs

This balance is analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Fair value reserves
Gross value
Financial assets available for sale
Potential gains and losses recognised in &irevreserves (65,231) (233,799)
Financial assets held to maturity (*) (4,589) (6,517)
Of associated companies and others 19,667 3,568
Cash-flow hedge 9,793 56,842
(40,360) (179,906)
Tax
Financial assets available for sale
Potential gains and losses recognised in &irevreserves 21,678 67,936
Financial assets held to maturity 170 207
Cash-flow hedge (4,750) (18,869)
17,098 49,274
(23,262) (130,632)
Reserves and retained earnings
Exchange differences arising on consolidation:
Bank Millennium, S.A. (20,342) (33,196)
BIM - Banco Internacional de Mogambig8eA. (146,045) (166,996)
Others 4,471 15,873
(161,916) (184,319)
Actuarial losses (2,535,593) (2,575,656)
Other reserves and retained earnings 2,646,195 2,657,669
(51,314) (102,306)

(*) Refers to the amount not accrued of the falugaeserve at the date of reclassification fousées subject to reclassification.
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The fair value reserves correspond to the accumulated fair value chantesfimfancial assets available for sale and Cash flow hedge, in accord@dhdbe
accounting policy presented in note 1 d).

The changes occurred in Fair value reserves, excluding the effect of hedge awradunting the first semester of 2017, are analysed as follows:

2017
Balance on Fair value Impairment in Balance on
1 January adjustment profit and loss Sales 30 June
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000
Millenniumbcp Ageas 17,261 - - 16,285
Portuguese public debt securities (295,433) 149,003 - (3,277) (149,707)
Visa Inc. 644 863 - - 1,507
Other investments 59,017 18,850 31,926 (28,031) 81,762
(236,748) 185,977 31,926 (31,308) (50,153)
The changes occurred in Fair value reserves, excluding the effect of hedge amraduring 2016, are analysed as follows:
2016
Balance on Fair value Impairment in Balance on
1 January adjustment profit and loss Sales 31 December
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000
Millenniumbcp Ageas (4,246) - - (976)
Portuguese public debt securities (168,491) - (10,003) (295,433)
Visa Europe Limited. 43,312 18,036 - (61,348) -
Visa Inc. 644 - - 644
Other investments 123,742 (308,469) 274,419 (30,675) 59,017
53,385 (462,526) 274,419 (102,026) (236,748)
44. Non-controlling interests
This balance is analysed as follows:
Jun 2017 Dec 2016
Euros '000 Euros '000
Exchange differences arising on consolidation (9525 (141,617)
Deferred taxes 2,775 4,900
Actuarial losses (net of taxes) (1,069) (1,069)
Fair value reserves (16,515) (28,653)
(110,063) (166,439)
Other reserves and retained earnings 1,107,855 1,049,504
997,792 883,065

The balance Non-controlling interests is analysetbbows:

From continuing operations
Bank Millennium, S.A.

BIM - Banco Internacional de Mogambigq8é, (*)

Other subsidiaries

From discontinued or discontinuing openasi
Banco Millennium Angola, S.A.

(*) Includes the non-controlling interests of BIMdip related to SIM - Seguradora Internacional @gaibique, S.A.R.L.

Balance Sheet

Income Statement

Jun 2017 Dec 2016 Jun 2017 Jun 2016
Euros '000 Euros '000 Euros '000 Euros '000
866,834 785,357 36,789 49,110
124,217 106,377 14,628 12,761
6,741 (8,669) (230) (720)
997,792 883,065 51,187 61,151
- - 18,366
997,792 883,065 51,187 79,517
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The main subsidiaries included in the balance Non-controlling interests &okoass:

% held of
Non-controlling interests
Name Head office Segment Jun 2017 Dec 2016
Bank Millennium, S.A. Warsaw Bank 49.9% 49.9%
BIM - Banco Internacional de Mogambique, S.A. Maputo Bank 33.3% 33.3%

The following table presents a summary of financial information for the abovd#utiens, prepared in accordance with IFRS. The information is presented
before inter-company eliminations:

BIM - Banco Internacional

Bank Millennium, S.A. de Mogambique, S.A.
Jun 2017 Jun 2016 Jun 2017 Jun 2016
Euros '000 Euros '000 Euros '000 Euros '000
Income 301,954 423,028 181,032 154,324
Net profit for the period 73,725 98,417 42,769 36,762
Net profit for the period attributable to the shenielers 36,936 49,307 28,521 24,515
Net profit for the period attributable
to non-controlling interests 36,789 49,110 14,248 12,247
Other comprehensive income attributable to theediwdders (9,095) (17,189) (1,878) a7)
Other comprehensive income attributable
to non-controlling interests (9,059) (17,120) (938) (8)
Total comprehensive income 55,571 64,108 39,953 36,737
BIM - Banco Internacional
Bank Millennium, S.A. de Mogambique, S.A.
Jun 2017 Dec 2016 Jun 2017 Dec 2016
Euros '000 Euros '000 Euros '000 Euros '000
Financial assets 16,215,901 15,384,246 1,885,272 1,709,588
Non-financial assets 228,201 211,494 160,776 128,229
Financial liabilities (14,432,111) (13,741,008) (1,545,669) (1,402,163)
Non-financial liabilities (274,849) (280,870) (133,945) (123,526)
Equity 1,737,142 1,573,862 366,434 312,128
Equity attributed to the shareholders 870,308 788,505 244,358 208,144
Equity attributed to the non-controlling interests 66834 785,357 122,076 103,984
Cash flows arising from:
operating activities 222,953 655,612 42,492 6,516
investing activities (356,029) (991,754) (3,550) (11,357)
financing activities (67,977) 3,019 (47,913) 8,703
Net increase / (decrease) in cash and equivalents 01,083) (333,123) (8,971) 3,862
Dividends paid during the period:
attributed to the shareholders - - 14,717 12,359
attributed to the non-controlling interests - - 7,352 6,174
- - 22,069 18,533
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Guarantees and other commitments

This balance is analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Guarantees granted (note :
Guarantees 3,716,413 3,859,747
Stand-by letter of credit 72,082 68,301
Open documentary credits 337,585 506,160
Bails and indemnities 366,170 401,837
4,492,250 4,836,045
Commitments to third parties
Irrevocable commitments
Term deposits contracts 20,490 18,383
Irrevocable credit lines 2,470,245 2,184,968
Other irrevocable commitments 282,546 294,046
Revocable commitments
Revocable credit lines 3,829,901 3,931,708
Bank overdraft facilities 492,318 615,795
Other revocable commitments 39,669 62,571
7,135,169 7,107,471
Guarantees received 26,623,798 27,051,441
Commitments from third parties 10,994,238 11,043,835
Securities and other items held for safekeeping HaP5 59,903,424
Securities and other items held under custody
by the Securities Depository Authority 60,161,612 55,380,653
Other off balance sheet accounts 129,085,781 131,179,648

The guarantees granted by the Group may be related to loans transactionshe&t@reup grants a guarantee in connection with a loan granted to a client by a
third entity. According to its specific characteristics it is expddteat some of these guarantees expire without being executed and thereforeaihssetiins

do not necessarily represent a cash-outflow. The estimated liabilitéeseorded under provisions (note 37).

Stand-by letters and open documentary credits aim to ensure the paymend fmathies from commercial deals with foreign entities and thereforading the
shipment of the goods. Therefore the credit risk of these transactions is lisiitegl they are collateralised by the shipped goods and are generally short ter
operations.

Irrevocable commitments are non-used parts of credit facilities gtaoteorporate or retail customers. Many of these transactions have a éiadand a
variable interest rate and therefore the credit and interest ratis fishited.

The financial instruments accounted as Guarantees and other commitmestspee to the same approval and control procedures applied to the credit
portfolio, namely regarding the analysis of objective evidence of impairnasrdescribed in the accounting policy in note 1 ¢). The maximum credit exposure is

represented by the nominal value that could be lost related to guaranteesramitroents undertaken by the Group in the event of default by the respective
counterparties, without considering potential recoveries or collaterals.

Relevant events occurred during the first semesst of 2017

Resolutions of the Annual General Meeting of Shareholders

Banco Comercial Portugués, S.A. concluded on 10 May 2017, with 54.17% of the share egpésaénted, the Annual General Meeting of Shareholders, with
the following resolutions:

- Item One — Approval of the individual and consolidated annual reports, balance stditamcial statements for 2016;
- Item Two — Approval of the proposal for the application of year-end results;

- Item Three — Approval of a vote of trust and praise addressed to the Boardeat®s, including to the Executive Committee and to the Audit Committee and
each one of their members, as well as to the Chartered Accountant andétsergative;

- Item Four — Approval of the statement on the remuneration policy of the Membédre Mfanagement and Supervision Bodies;

- Item Five — Approval of the appointment of two new directors: Lingiang Xu as nectgive member of the Board of Directors of BCP and Jo&o Nuno de
Oliveira Palma as executive member of the Board of Directors of BCP;

- Item Six - Approval of the acquisition and sale of own shares and bonds;

- ltem Seven — Election of the members of the Board of the General MeetingnaoBComercial Portugués for the term-of-office of 2017/2019.
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New issue of covered mortgage bonds

Banco Comercial Portugués, S.A. fixed on 23 May 2017, the terms and conditions fov B of covered mortgage bonds, under its Covered Bond
Program, with subscription date on 31 May. The issue, in the amount of Euros 1,0@® inék a term of 5 years, an issuance price of 99.386% and an annual
interest rate of 0.75%, reflecting a spread of 65 basis points over 5-year swaps.

The operation was placed successfully with a very diverse group of Européiutiosal investors. Demand for the issue was more than 180% the amount on
offer, and the speed with which the placement was completed demonstratevacediyithe confidence of the market in the Bank and its clear ability tosscce
this important source of financing.

Share capital increase Of Banco Comercial Portugués, S.A. from Euros 4,268,817,689.20 to Euros 5,600,738,053.72

The Board of Directors of Banco Comercial Portugués, S.A. (“BCP”) has vedabn 9 January 2017, with the favourable prior opinion of the Audit
Committee, to increase the share capital of BCP, from Euros 4,268,817,689.20 to Euros 5,600,738/068gt2 ah offering to existing holders of BCP’s
ordinary shares pursuant to their respective pre-emption rights, and othetonsvedo acquire subscription rights, to subscribe for 14,169,365,580 new
ordinary, book entry and registered shares, without nominal value. The resultirgenofrordinary shares will be 15,113,989,952.

The subscription price was set at Euros 0.0940 per share. Each holder of BCP’syosttiau@s will receive one subscription right for each ordinary share it
owns.

Further to the subscription by Chiado (Luxembourg) S.a r.l. (“Chiado”), a membdreoFosun group, of the reserved capital increase completed on 18
November 2016, through which Chiado holds a shareholding of approximately 16.67% of the totateghitakof BCP, Chiado presented an irrevocable
anticipated subscription order of an amount of shares that, if satisfied,imflilincrease its holding in BCP’s share capital to 30% after the Rigtitsridg, to

be achieved through the exercise of the subscription rights corresponding to the nussiemesfpresently held by it and, in addition, an oversubscription order
and/or the potential exercise of further subscription rights that may be acqui@hisago. This order may not be withdrawn except under certain circumstances
where material adverse changes have occurred, as long as the same aimcembave led to the termination of the Underwriting Agreement refesreelow

by the Joint Global Coordinators.

Under the terms of the subscription order, Chiado has committed to (i) a lockrigul pelated to the sale of shares subscribed by it through its proportional
subscription rights corresponding to the number of shares acquired as part of tmeeReSapital Increase, for a period of three years starting from 18
November 2016 and (ii) taking all reasonably appropriate actions to avoid thersa#nsfer, within 30 days of closing of the Offering, of any of the shares
obtained by Chiado in the Rights Offering. For the avoidance of doubt, this limitationrdderohibit Chiado from pledging the shares subscribed by it.

The Bank was informed that, in the context of the change to the voting cap provideel amticles of association of BCP to 30%, Sonangol has requested and
obtained authorisation from the ECB to increase its stake in the sharel cdBtaP to up to 30%, but BCP has no information regarding Sonangol’s decision
with reference to the Rights Offering, notably as to the exercise, salergnatthase of subscription rights.

In connection with the Rights Offering, BCP has entered into an underwatingement with a syndicate of banks, pursuant to which the banks have agreed,
and subject to certain conditions, to procure subscribers for, or failing vibishbscribe for, any remaining offered shares in the Rights Offering, blutcéxg
the shares to be subscribed by Chiado under its irrevocable anticipated sidscriger.

The 14,169,365,580 new ordinary shares issued pursuant to the Rights Offering, as well1&3,48¥,395 shares fully subscribed and paid-up by the
shareholder Chiado (Luxembourg) S.a r.l. in the BCP's reserved share capialse¢in the amount of Euros 174,582,327.32) completed on 18 November
2016, was admitted to trading on Euronext Lisbon as at 9 February 2017.

As such, the BCP's share capital from this date amounts to Euros 5,600,738,053.72, represébtéd3989,952 ordinary, registered, book-entry shares
without nominal value.

Repayment of hybrid capital instruments
Banco Comercial Portugués, S.A. has proceeded, on 9 February 2017, to the egriyereita the Portuguese state of the remaining Core Tier 1 hybrid capital

instruments, in the amount of Euros 700 million. This repayment, key to the retunortoalisation of BCP’s activity, was previously approved by the
European Central Bank, subject to the success of the share capital increpdetednn this date.
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47. Fair value

Fair value is based on market prices, whenever these are available kétrpaices are not available, as occurs regarding many products soldrits cfear
value is estimated through internal models based on cash-flow discountmgcees. Cash-flows for the different instruments sold are calculateddiegdo
its financial characteristics and the discount rates used include both tketrimderest rate curve and the current conditions of the Group's pricing policy.

Thus, the fair value obtained is influenced by the parameters used in tivatya model that have some degree of judgment and reflects exclusively the value
attributed to different financial instruments. However it does not considepective factors, as the future business evolution. Therefore the valsestac
cannot be understood as an estimate of the economic value of the Group.

The main methods and assumptions used in estimating the fair value for thediressets and financial liabilities are presented as follows:
Cash and deposits at Central Banks, Loans and advances to credit institutions repayable on demand

Considering the short term of these financial instruments, the amount in the baleeetds a reasonable estimate of its fair value.

Loans and advances to credit institutions, Deposits from credit institutions andsAgisierepurchase agreements

The fair value of these financial instruments is calculated discounting trexesgprincipal and interest future cash flows for these instruments, cdangide
that the payments of the instalments occur in the contractually defined daissiptiate is made based on the prevailing market rate for the term of e&ch cas
flow plus the average spread of the production of the most recent 3 months of the sanie &ements with signs of impairment, the net impairment of these
operations is considered as a reasonable estimate of their fair value, cimigsidle economic valuation that is realized in the determination of thisirmpat.

For resources from Central Banks it was considered that the book value isomablesestimate of its fair value, given the nature of operations and the
associated short-term. The rate of return of funding with the European CBatrklis 0.00% as at 30 June 2017 (31 December 2016: 0.00%).

For the remaining loans and advances and deposits, the discount rate usedtheflestsent conditions applied by the Group on identical instruments for each

of the different residual maturities (rates from the monetary marketoon the interest rate swap market). As at 30 June 2017, the average discourdasate w

3.04% for loans and advances and -0.53% for deposits, for operations in Euros theseeratdd% and -0.69% (these values include the spread associated
with each type of operation).

Financial assets held for trading (except derivatives), Financial liabilitidsl fier trading (except derivatives) and Financial assets available for sale

These financial instruments are accounted for at fair value. Fair vahasedd on market price®Bid-price"), whenever these are available. If market prices are
not available, fair value is estimated through numerical models basedsbrfloa discounting techniques, using the market interest rate curve adjosted
factors associated, predominantly credit risk and liquidity risk, detedrimaccordance with the market conditions and time frame.

Market interest rates are determined based on information releggkd buppliers of financial content - Reuters and Bloomberg - more spegifast result
of prices of interest rate swaps. The values for the very short-termaggesbtained from similar sources but regarding interbank money market. Enesint
rate curve obtained is calibrated with the values of interest rate shamntfutures. Interest rates for specific periods of the cash flows dezngi@ed by
appropriate interpolation methods. The same interest rate curves are tisegiojection of the non-deterministic cash flows such as indexes.

When optionality is involved, the standard templates (Black-Scholesk Bteand others) are used considering the volatility areas applicable. Whehexe

are no references in the market of sufficient quality or that the availabléefs do not fully apply to meet the characteristics of the financial ingtnim
specific quotations supplied by an external entity are applied, typically a apantg of the business.

Financial assets held to maturity

These financial instruments are accounted at amortised cost net of impaiffag value is based on market prices, whenever these are avaifabirket
prices are not available, fair value is estimated through numerical siddesled on cash-flow discounting techniques, using the market interest rate curve
adjusted for factors associated, predominantly credit risk and liquidkyditermined in accordance with the market conditions and time frame.

Hedging and trading derivatives

All derivatives are recorded at fair value.

In case of derivative contracts that are quoted in organised markets thetrpaices are used. As for derivatives traded "Over-the-counters, applied
methods based on numerical cash-flow discounting techniques and models fomasgessoptions considering variables of the market, particularly the
interest rates on the instruments in question, and where necessary, tagiitiesl

Interest rates are determined based on information disseminated by thessupplfinancial content - Reuters and Bloomberg - more specifically those
resulting from prices of interest rate swaps. The values for the very trantrates are obtained from a similar source but regarding interbank momkgtma
The interest rate curve obtained is calibrated with the values of intests short-term futures. Interest rates for specific periods of the tasis are
determined by appropriate interpolation methods. The interest rate curvesegren the projection of the non-deterministic cash flows such as indexes.

Loans and advances to customers and deposits repayable on demand without defined maturity date

Considering the short maturity of these financial instruments, the conditions pbtifelio are similar to conditions used at the date of the report. Therefore
the amount in the balance sheet is a reasonable estimate of its fair value.
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Loans and advances to customers with defined maturity date

The fair value of these instruments is calculated by discounting the experitetpal and interest future cash flows for these instruments, considéabghe
payments of the instalments occur in the contractually defined dates. Fanidth signs of impairment, the net impairment of these operations is considered a
a reasonable estimate of their fair value, considering the economic valtfadiois realized in the determination of this impairment.

The discount rate used is the one that reflects the current rates of the Growgetioofethe homogeneous classes of this type of instruments and with similar
residual maturity. The discount rate includes the market rates for the residmarity date (rates from the monetary market or from the interest vedp s
market, at the end of the period) and the spread used at the date of the reporywasicalculated from the average production of the three most recent months
compared to the reporting date. The average discount rate was 4.05% as at 30 June 2017atfon®e Euros this rate is 3.75% (these values include the
spread associated with each type of operation). The calculations alsdertble credit risk spread.

Resources from customers and other loans

The fair value of these financial instruments is calculated by discountingxhected principal and interest future cash flows for the referred instiisme
considering that payments occur in the contractually defined dates. The disctuniseal reflects the current conditions applied by the Group in similar
instruments with a similar maturity. The discount rate includes the meakes of the residual maturity date (rates of monetary market or the intateswap
market, at the end of the period) and the actual spread of the Group. This wastedlétden the average production of the three most recent months compared
to the reporting date. As at 30 June 2017, the average discount rate was 1.33% (for Euros 0.09%).

Debt securities issued and Subordinated debt

For these financial instruments the fair value was calculated for compdioenthich fair value is not yet reflected in the balance sheet. Fixedirstruments
for which the Group adopts "hedge-accounting", the fair value related to thesintate risk is already recognised.

For the fair value calculation, other components of risk were considered, inadtiitthe interest rate risk already recorded. The fair value is based rietma
prices, whenever these are available. If market prices are not deaifab value is estimated through numerical models based on cash-flooudiitg
techniques, using the market interest rate curve adjusted by assoeietied f predominantly credit risk and trading margin, the latter only in the chissues
placed on non-institutional customers of the Group.

As original reference, the Group applies the curves resulting from the triatkeest rate swaps for each specific currency. The credit riskli(cspread) is
represented by an excess from the curve of interest rate swaps srstdhdipecifically for each term and class of instruments based on tketrpaices on
equivalent instruments.

For own issued debts placed among non institutional costumers of the Group, one nesentéf was added (commercial spread), which represents the margin
between the financing cost in the institutional market and the cost obtained bigudisg the respective instrument in the owned commercial network.

The average reference yield curve obtained from market prices in Euros eshéhutbe calculation of the fair value of own securities was 6.79% (31 December
2016: 8.54%) for subordinated debt placed on the institutional market, not considering the RegGagling the subordinated issues placed on the retail market
it was determined a discount rate of 2.55% (31 December 2016: 3.03%). The average diatmgatculated for senior issues (including the Government
guaranteed and asset-backed) was 0.18% (31 December 2016: 0.76%) for issues plaegdspitutional market and 1.29% (31 December 2016: 1.28%) for
senior and collateralised securities placed on the retail market.

For debt securities, the fair value calculation focused on all the compookEtitese instruments, as a result the difference determined is a negative ahount
Euros 32,244,000 (31 December 2016: a negative amount of Euros 20,752,000), and includes a payable amournt@b&1@30 (31 December 2016: a
payable amount of Euros 5,916,000) which reflects the fair value of embedded deriatilzese recorded in financial assets and liabilities held for trading.

As at 30 June 2017, the following table presents the interest rates used irfitfigoteof the interest rate curves of main currencies, namely EUR, USBP
and PLN used to determine the fair value of the assets and liabilities &frthg:

Currencies

EUR USD GBP PLN
1 day -0.42% 1.39% 0.24% 1.49%
7 days -0.42% 1.40% 0.25% 1.49%
1 month -0.42% 1.41% 0.27% 1.56%
2 months -0.39% 1.45% 0.36% 1.60%
3 months -0.38% 1.52% 0.40% 1.63%
6 months -0.30% 1.66% 0.57% 1.71%
9 months -0.23% 1.75% 0.68% 1.73%
1 year -0.23% 1.43% 0.78% 1.76%
2 years -0.13% 1.59% 0.69% 1.93%
3 years 0.00% 1.71% 0.80% 2.07%
5 years 0.28% 1.91% 0.99% 2.36%
7 years 0.54% 2.07% 1.15% 2.56%
10 years 0.90% 2.24% 1.35% 2.80%
15 years 1.28% 2.39% 1.55% 3.13%
20 years 1.45% 2.47% 1.62% 3.25%
30 years 1.54% 2.50% 1.61% 3.25%
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The following table shows the fair value of finaslcssets and liabilities of the Group, as at 3@ R017:

Jun 2017
Fair value through Fair value Amortised Book Fair
profit or loss through reserves cost value value
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000
Cash and deposits at Central Banks - - 1,650,857 1,650,857 1,650,857
Loans and advances to credit institutions
Repayable on demand - - 491,497 491,497 491,497
Other loans and advances - - 895,899 895,899 894,053
Loans and advances to customers (i) - - 48,065,976 48,065,976 45,791,282
Financial assets held for trading 973,978 - - 973,978 973,978
Other financial assets held for trading
at fair value through profit or loss 141,973 - - 141,973 141,973
Financial assets available for sale - 12,384,733 - 12,384,733 12,384,733
Assets with repurchase agreement - - 15,419 15,419 15,421
Hedging derivatives (ii) 113,860 - - 113,860 113,860
Held to maturity financial assets - - 451,254 451,254 442,658
1,229,811 12,384,733 51,570,902 65,185,446 62,900,312
Resources from credit institutions - - 9,373,181 9,373,181 9,357,549
Resources from customers (i) 2,835,451 - 47,800,298 50,635,749 50,630,827
Debt securities (i) 861,860 - 2,259,565 3,121,425 3,089,181
Financial liabilities held for trading 476,192 - - 476,192 476,192
Hedging derivatives (ii) 289,292 - - 289,292 289,292
Subordinated debt (i) - - 850,603 850,603 1,038,550
4,462,795 - 60,283,647 64,746,442 64,881,591
(i) - The book value includes the effect of the adjustments resulting from the afipliof hedge accounting;
(ii) - Includes a portion that is recognized in reserves in the applicationaufuating cash flow hedge.
The following table shows the fair value of financial assets and liabilitfeke Group, as at 31 December 2016:
Dec 2016
Fair value through Fair value Amortised Book Fair
profit or loss through reserves cost value value
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000
Cash and deposits at Central Banks - - 1,573,912 1,573,912 1,573,912
Loans and advances to credit institutions
Repayable on demand - - 448,225 448,225 448,225
Other loans and advances - - 1,056,701 1,056,701 1,054,536
Loans and advances to customers (i) - - 48,017,602 48,017,602 45,692,179
Financial assets held for trading 1,048,797 - - 1,048,797 1,048,797
Other financial assets held for trading
at fair value through profit or loss 146,664 - - 146,664 146,664
Financial assets available for sale - 10,596,273 - 10,596,273 10,596,273
Assets with repurchase agreement - - 20,525 20,525 20,525
Hedging derivatives (ii) 57,038 - - 57,038 57,038
Held to maturity financial assets - - 511,181 511,181 493,219
1,252,499 10,596,273 51,628,146 63,476,918 61,131,368
Resources from credit institutions - - 9,938,395 9,938,395 9,984,427
Resources from customers (i) 2,985,741 - 45,811,906 48,797,647 48,692,203
Debt securities (i) 785,664 - 2,727,156 3,512,820 3,492,068
Financial liabilities held for trading 547,587 - - 547,587 547,587
Hedging derivatives (ii) 383,992 - - 383,992 383,992
Subordinated debt (i) - - 1,544,555 1,544,555 1,745,871
4,702,984 - 60,022,012 64,724,996 64,846,148

(i) - The book value includes the effect of the adjustments resulting from the appliof hedge accounting;
(ii) - Includes a portion that is recognized in reserves in the applicationanfumting cash flow hedge.
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The Group classified the financial instruments recorded in the balanceatHa®tvalue in accordance with the hierarchy established in IFRS 13.

The fair value of financial instruments is determined using quotations recandactive and liquid markets, considering that a market is active anddliqui
whenever its stakeholders conduct transactions on a regular basis giving liqoittig/instruments traded.

When it is verified that there are no transactions that regularly provigedity to the traded instruments, valuation methods and techniques are used to
determine the fair value of the financial instruments.

Level 1 - With quotation in active market

In this category are included, in addition to financial instruments tradedregudated market, bonds and units of investment funds valued on the basis of prices
disclosed through trading systems.

The classification of the fair value of level 1 is used when:
i) - There is a firm daily enforceable quotation for the financial instrumeottserned, or;
i) - There is a quotation available in market information systems thaeagde multiple prices of various stakeholders, or;

iii) - Financial instruments have been classified in level 1, at 188%b of trading days in the year (at the valuation date).

Level 2 - valuation methods and techniques based on market data

Financial instruments, when there are no regular transactions in the astivejuid markets (level 1), are classified in level 2, according tddtewing rules:

i) - Failure to comply with the rules defined for level 1, or;
i) - They are valued based on valuation methods and techniques that use mosthablesenarket data (interest rate or exchange rate curves, credit curves,
etc.).

Level 2 includes over-the-counter derivative financial instruments cctetifavith counterparties with which the Bank maintains collateral exchisipas with
Credit Support Annex (CSA)), in particular with quite reduced MTA (Minim@inansfer Amount) which contributes to the mitigation of the counterparty credit
risk, so that the CVA (Credit Value Adjustment) component is not significant.

Level 3 - valuation methods and techniques based on data not observable in the market

If the level 1 or level 2 criteria are not met, financial instruments shdadlassified in level 3, as well as in situations where the fair valuftnancial
instruments results from the use of information not observable in the marketasuch

- financial instruments which are not classified as level 1 and whiclalteed using evaluation methods and techniques without being known or where there is
consensus on the criteria to be used, namely:

i) - They are valued using comparative price analysis of financial instrisweitt risk and return profile, typology, seniority or other similar fastmbservable

in the active and liquid markets;

i) - They are valued based on performance of impairment tests, using parfoenindicators of the underlying transactions (e.g. default probability rates of the
underlying assets, delinquency rates, evolution of the ratings, etc.);

iii) - They are valued based on NAV (Net Asset Value) disclosed by theag@ament entities of securities/real estate/other investment fundstedtdis a
regulated market.

- At level 3 are included over-the-counter derivative financial instrusiémt have been contracted with counterparties with which the Bank does imaima

collateral exchange agreements (CSA), in which credit risk adjustmeatsledermined using non-observable market data (e.g. internal ratings, default
probabilities determined by internal models, etc.).

208



BANCO COMERCIAL PORTUGUES
Notes to the Interim Condensed Consolidated Fimdi&tatements
30 June 2017

The following table shows, by valuation levels, taie value of financial assets and liabilitiestioé Group, as at 30 June 2017:

Jun 2017
Valorisation techniques
Level 1 Level 2 Level 3 Total
Euros '000 Euros '000 Euros '000 Euros '000

Cash and deposits at Central Banks 1,650,857 - - 1,650,857
Loans and advances to credit institutions

Repayable on demand 491,497 - - 491,497

Other loans and advances - - 894,053 894,053

Loans and advances to customers - - 45,791,282 45,791,282

Financial assets held for trading 228,298 151,764 593,916 973,978

Other financial assets held for trading

at fair value through profit or loss 141,973 - - 141,973

Financial assets available for sale 10,187,522 963,574 1,233,637 12,384,733

Assets with repurchase agreement - - 15,421 15,421

Hedging derivatives - 113,860 - 113,860

Held to maturity financial assets 53,550 290,532 98,576 442,658

12,753,697 1,519,730 48,626,885 62,900,312

Resources from credit institutions - - 9,357,549 9,357,549

Resources from customers - - 50,630,827 50,630,827

Debt securities 677,874 - 2,411,307 3,089,181

Financial liabilities held for trading 496 394,263 81,433 476,192

Hedging derivatives - 289,292 - 289,292

Subordinated debt - - 1,038,550 1,038,550

678,370 683,555 63,519,666 64,881,591

The following table shows, by valuation levels, taie value of financial assets and liabilitiestioé Group, as at 31 December 2016:

Dec 2016
Valorisation techniques
Level 1 Level 2 Level 3 Total
Euros '000 Euros '000 Euros '000 Euros '000

Cash and deposits at Central Banks 1,573,912 - - 1,573,912
Loans and advances to credit institutions

Repayable on demand 448,225 - - 448,225

Other loans and advances - - 1,054,536 1,054,536

Loans and advances to customers - - 45,692,179 45,692,179

Financial assets held for trading 194,943 239,634 614,220 1,048,797

Other financial assets held for trading

at fair value through profit or loss 146,664 - - 146,664

Financial assets available for sale 8,239,244 1,060,858 1,296,171 10,596,273

Assets with repurchase agreement - - 20,525 20,525

Hedging derivatives - 57,038 - 57,038

Held to maturity financial assets 54,623 337,790 100,806 493,219

10,657,611 1,695,320 48,778,437 61,131,368

Resources from credit institutions - - 9,984,427 9,984,427

Resources from customers - - 48,692,203 48,692,203

Debt securities 585,516 - 2,906,552 3,492,068

Financial liabilities held for trading 234 459,309 88,044 547,587

Hedging derivatives - 383,992 - 383,992

Subordinated debt - - 1,745,871 1,745,871

585,750 843,301 63,417,097 64,846,148
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Non-current assets held for sale and investment properties

The fair value of non-current assets held for sale and investment propestias 30 June 2017 amounts to Euros 2,448,740,000 and Euros 12,293,000,
respectively (31 December 2016: Euros 2,491,635,000 and Euros 12,692,000, respectivelyfrantearevithin level 3 of the fair value hierarchy of IFRS 13.
There were no transfers between fair value hierarchies in the firgtster of 2017 and in 2016.

The fair value of these assets is determined based on valuations carriadindependent appraisers, which incorporate assumptions about the evolution of the
real estate market, better use of the property and, when applicable, expectatiarding the development of real estate projects.

The evaluations are based on generally accepted methodologies in theatafresket, namely the market, income and cost method, which are ddbgdiee
appraisers according to the specific characteristics of each asset.

Post-employment benefits and other long term befits

The Group assumed the liability to pay to their employees pensions ometiter disability and other obligations, in accordance with the accounting policy
described in note 1 w).

As at 30 June 2017 and 31 December 2016,, the number of participants in the Pension Fund c@aeotal Portugués covered by this pension plan and
other benefits is analysed as follows:

Jun 2017 Dec 2016
Number of participants
Pensioners 16,558 16,524
Former Attendees Acquired Rights 3,360 3,386
Employees 7,487 7,537
27,405 27,447

In accordance with the accounting policy described in note 1 w), the Group's pensigeatiobland other benefits and the respective coverage for the Group
based on the projected unit credit method are analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Projected benefit obligations
Pensioners 1,979,648 1,959,977
Former attendees acquired rights 205,320 221,860
Employees 871,523 910,812
3,056,491 3,092,649
Pension fund value (3,186,603) (3,124,330)
Net (assets) / liabilities in balance sheet (n8&and 39) (130,112) (31,681)
Accumulated actuarial losses and changing assungptio
effect recognised in Other comprehensive income 3,174,677 3,220,601

As at 30 June 2017, the projected benefit liabilities include Euros 316,421,000 (31 DecembeE@fis 324,210,000) which correspond to Extra-fund
liabilities and as such are not covered by the Pension Fund. As at 30 June 20éTiathiéses include Euros 11,696,000 (31 December 2016: Euros 9,864,000)
corresponding to responsibilities with the End of Career Premium, whicltedsoom the changes made at the end of 2016 in the Collective Labor Agreement
(CLA).
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The change in the projected benefit obligatioremnialysed as follows:

Jun 2017 Dec 201
Pension benefit Pension benefit
obligations Extra-Fund Total obligations Extra-Fund Total
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000 os '000
Balance as at 1 January 2,768,439 324,210 3,092,649 2,824,165 311,522 3,135,687
Service cost (8,436) 278 (8,158) (741) - (741)
Interest cost / (income) 28,670 3,297 31,967 69,715 7,537 77,252
Actuarial (gains) and losses
Not related to changes
in actuarial assumptions 21,024 (2,287) 18,737 21,828 (1,690) 20,138
Arising from changes
in actuarial assumptions - - - 93,570 18,553 112,123
Payments (37,481) (10,713) (48,194) (70,534) (21,576) (92,110)
Early retirement programmes 5,388 - 5,388 4,164 - 4,164
Contributions of employees 4,099 - 4,099 8,398 - 8,398
Changes occurred in the Collective - -
Labour Agreement (CLA) (41,633) 1,636 (39,997) (182,126) 9,864 (172,262)
Balance at the end of the period 2,740,070 316,421 563401 2,768,439 324,210 3,092,649

As at 30 June 2017 the value of the benefits paid by the Pension Fund, excluding otheshealefited on Extra-fund, amounts to Euros 37,481,000 (31
December 2016: Euros 70,534,000).

The liabilities with health benefits are fully covered by the Pension Fumthicorrespond, as at 30 June 2017, to the amount of Euros 311,949,000 (31 December
2016: Euros 313,509,000).

Additionally, regarding the coverage of some benefit obligations related tagmesnghe Bank contracted with Ocidental Vida the acquisition of perpetual
annuities for which the total liability as at 30 June 2017 amounts to Euros 66,356,000 (31H2e@9h6: Euros 68,530,000), in order to pay:

i) pensions of former Group's Board Members in accordance with the Bank's Boantévie Retirement Regulation;

i) pensions and complementary pension to pensioners in accordance with tienHansd of the BCP Group employees established in 28 December 1987, as
also to pensioners, in accordance with other Pension Funds, that were incatdtateon the BCP Group Pension Fund and which were planed that the
retirement benefits should be paid through the acquisition of insurance policas;ardance with the Decree - Law no. 12/2006.

Ocidental Vida is 100% owned by Ageas Group and Ageas Group is 49% owned by the BCP Group.

Changes in the CLA

At the end of December 2016, a revision of the Collective Labour Agreement (@la&)reached between the BCP Group and the Workers' Trade Unions,
"Federacdo dos Sindicatos Independentes da Banca" and" Federag&o Naciormabdbifenceiro”, resulted in a profit of Euros 191,507,000 (of which Euros
19,245,000 do not correspond to benefits post-employment). Regarding the "Sindicato dasdBadc Norte" ("SBN"), which was also involved in the
negotiations of the new CLA, formalize the acceptance of the amendments to thénCAgxil 2017 and, as such, the Bank only recognise the impact of
changes from CLA to employees associates of SBN in 2017. The profit afisimghe changes amounts to Euros 44,924,000 (of which Euro 4,927,000 do not
correspond to benefits post-employment).

The new CLAs have already been published by thastfjnof Labor in Bulletin of Labor and Employment.
The most relevant changes that occurred in the CLA and can be described as:follow

- Change in the retirement age (presumed disability) from 65 years tod86 gad 2 months in 2016. This age is not fixed and increases at the beginning of
each calendar year one month. So in 2017 the retirement age is 66 years and 3 ihavtlssagreed that the retirement age in each year, fixed by the
application of the above mentioned rule, cannot exceed in any case the norneaheetiage in force in the General Social Security Regime. For the attuaria
calculation, a progressive increase in retirement age was considere@Tigaars and 2 months.

- It was introduced a change into the formula for determining the employer'sitogidn to the SAMS, which is no longer a percentage of the
Pensions (Euros 88 per beneficiary and Euros 37.93 in the case of pensioners). Thiswithbentpdated by the salary table update rate. This change has no
impact on participants and beneficiaries, both in terms of their contributimhsetheir benefits.

- A new benefit and retirement was introduced called End of Career Preniutine retirement date the participant is entitled to a capital equal torieés the
amount of the monthly remuneration earned at the retirement date. This beplefie®the Seniority premium that was awarded during active life. This benefi
to be attributed at the retirement date or in the event of death, is consitdebeda post-employment benefit by which it becomes part of retirement tiesili
This benefit is not included in the pension fund agreement and as such was consideréadund.
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During the first semester of 2017 and in the year 2016, the changes in the value oéptatsis analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Balance as at 1 January 3,124,330 3,157,869
Contributions to the Fund - 125,000
Employees' contributions 4,099 8,398
Actuarial gains and (losses) 64,661 (170,384)
Payments (37,481) (70,534)
Expected return on plan assets 29,700 72,750
Amount transferred to the Fund resulting from agepli
rights unassigned related to the Complementiary P 1,294 1,231
Balance at the end of the period 3,186,603 3,124,330
The elements of the Pension Fund's assets are analysed as follows:
Jun 2017 Dec 2016
Assets with Assets with
market price in market price in
active market Remaining Total Portfolio active market Remaining Total Portfolio
Asset class Euros '000 Euros '000 Euros '000 Euros '000 Euros '000 Euros '000
Shares 330,464 95,717 426,181 423,343 102,756 526,099
Bonds and other fixed income securities 1,256,882 3,360 1,260,242 1,187,721 159,618 1,347,339
Participations units in investment funds - 542,194 542,194 - 259,312 259,312
Participation units in real estate funds - 262,052 262,052 - 243,680 243,680
Properties - 282,675 282,675 - 282,673 282,673
Loans and advances to credit
institutions and others - 413,259 413,259 - 465,227 465,227
1,587,346 1,599,257 3,186,603 1,611,064 1,513,266 3304,

The caption Shares includes an investment of 2.71% held in the Dutch unlisted irsgranp "Achmea BV", whose valuation as at 30 June 2017 amounts to
Euros 94,382,000 (31 December 2016: Euros 101,471,000). This valuation was determined by the Misin@gempany based on an independent valuation
carried out by Achmea solicitation with reference to 31 December 2016.

The balance Properties includes buildings owned by the Fund and used by the Group's esmpati as at 30 June 2017, amounts to Euros 281,991,000 (31
December 2016: Euros 281,991,000), mostly a set of properties called "Taguspark" whoselbeas\at 30 June 2017 amounts to Euros 269,287,000 (31
December 2016: Euros 269,287,000). This book value was calculated on the basis of valuaftiwmefdry independent expert evaluators performed in 2016,
whose assumptions considered in these evaluations include the expectation of the Bakk renewals of the current lease.

The securities issued by Group's companies accounted in the portfolio of the Fuandhiysed as follows:

Jun 2017 Dec 2016

Euros '000 Euros '000
Fixed income securities 129,973 129,966
Loans and advances to credit institutions and sther 319,559 351,766
449,532 481,732
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The evolution of net (assets) / liabilities in the balance sheet is anbiystllows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Balance as at 1 January (31,681) (22,182)
Recognised in the income statement:
Changes occurred in the Collective Labdgneement (39,997) (172,262)
Service cost (8,158) (741)
Interest cost / (income) net of the
balance liabilities coverage 2,267 4,502
Cost with early retirement programs 5,388 4,164
Amount transferred to the Fund resulfiogn acquired rights
unassigned related to the Complenngifitan (1,294) (1,231)
Recognised in the statement of comprehemsogeme:
Actuarial (gains) and losses
Not related to changes in actuasalumptions
Deviation between the estimated the actual income of the fund (64,661) 170,384
Difference between expected dfetsve obligations 18,737 20,138
Arising from changes in actuarigw@asptions - 112,122
Contributions to the fund - (125,000)
Payments (10,713) (21,575)
Balance at the end of the period (130,112) (31,681)

During 2017, no contributions were made to the Pension Fund by the Group's companies (3béd&846: contributions in cash of Euros 125,000,000).

In accordance with IAS 19, as at 30 June 2017, the Group accounted post-employnsits las a gain in the amount of Euros 41,794,000 (30 June 2016: loss
of Euros 987,000), which is analysed as follows:

Jun 2017 Jun 2016
Euros '000 Euros '000
Current service cost (8,158) (376)
Net interest cost in the liability coverage balance 2,267 2,252
Cost / (income) with early retirement programs
and mutually agreed terminations 4,094 (889)
Changes occurred in the Collective Labour Agreement (39,997) -
(Income) / Cost of the period (41,794) 987

Board of Directors Plan

As the Board of Directors Retirement Regulation establish that the penarenimicreased annually, and as it is not common in the insurance market the
acquisition of perpetual annuities including the increase in pensions, the Baminihet®, the liability to be recognised on the financial statements takiog int
consideration current actuarial assumptions.

In accordance with the remuneration policy of the Board Members, the Grasifhe responsibility of supporting the cost with the retirement pensions of former
Group's Executive Board Members, as well as the Complementary Plamefs members in accordance with the applicable rules funded through the Pension
Fund, Extra-fund and perpetual annuities.

In order to cover liabilities with pensions to former members of the ExeeBivard of Directors, under the Bank's Board of Directors Retirement Remulat
the Bank contracted with Ocidental Vida to purchase immediate life anmstyance policies.

To cover the update of contracted responsibilities through perpetual annuitidgeqdiiased on the actuarial calculations, the Group recognised a provision of
Euros 3,837,000 (31 December 2016: Euros 3,837,000).
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The changes occurred in responsibilities with retirement pensions payablenterfmembers of the Executive Board of Directors, included in the balatier O
liabilities (note 39), are analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Balance as at 1 January 3,837 4,245
Charge / (Write-back) - (408)
Balance at the end of the period 3,837 3,837

Considering the market indicators, particularly the inflation rate esisnand the long term interest rate for Euro Zone, as well as the demographic
characteristics of its employees, the Group considered the following ettassumptions for calculating the liabilities with pension obligations:

Jun 2017 Dec 2016

0,25% until 2019 0,25% until 2019

Salary growth rate 0,75% after 2019 0,75% after 2019

0% until 2019 0% until 2019

Pensions growth rate 0,5% after 2019 0,5% after 2019

Discount rate / Projected Fund's rate of return 2.1% 2.1%

Mortality tables

Men TV 88/90 TV 88/90

Women TV 88/90 - 3years TV 88/90 - 3 years
Disability rate Non applicable Non applicable
Turnover rate Non applicable Non applicable
Normal retirement age (a) 66 ﬁ]e:r:fhznd 3 66 )r;?:r:fhznd 2
Total salary growth rate for Social Security pugms 1.75% 1.75%
Revaluation rate of wages / pensions of Social Bgcu 1% 1%

a) The retirement age is variable. In 2017 it is 66 years and 3 months dridasase by 1 month for each calendar year. This age cannot be higher than the
normal retirement age in force in the General Social Security SydREB$E). The normal retirement age in RGSS is variable and depends on théoevofut

the average life expectancy at 65 years. For the purposes of the actulriddtazan, it was assumed that the increase in life expectancy in fueaesyill be

one year in every 10 years. However, as a prudential factor the maximum ad&wears and 2 months

The assumptions used on the calculation of the actuarial value of the legbdite in accordance with the requirements of IAS 19. No disability deeseare
considered in the calculation of the liabilities.

As defined by IAS 19, the discount rate used to update the responsibilities of tikésBeension fund was determined on 31 December 2016, based on an
analysis performed over the market yield regarding a bond issues univerggh kigh quality (low risk), different maturities (appropriate to the period of
liquidation of the fund's liabilities) and denominated in Euros - related toerskvand representative range of issuers.

As at 30 June 2017 and 31 December 2016, the Bank used a discount rate of 2.1% to melzhitieyiter defined benefit pension plans of its employees and
managers.

As at 31 December 2016 the Group taking into consideration the positive deviatiomgezbiethe last financial year and the current trend of wages evolution

and the economic situation at this time, determined a growth rate of wagesgsiogref 0.25% by 2019 and 0.75% from 2019 and a growth rate of pensions
from 0% by 2019 and 0.50% from 2019. As at 30 June 2017, no changes were made to these actuagabassum
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Net actuarial gains amounts to Euros 45,924,000 (31 December 2016: actuarial losses aonBurds 302,644,000) and are related to the difference between
the actuarial assumptions used for the estimation of the liabilities andalbesvactually verified and the change in actuarial assumptions, are ethays

follows:

Actuarial (gains) / losses

Jun 2017 Dec 2016
Values Values
effectively effectively
verified in % Euros '000 verified in % Euros '000
Deviation between
expected and actual liabilities 18,737 20,138
Changes on the assumptions:
Discount rate - 224,619
Salary growth rate and total salary
rate for Social Security purposes - (88,973)
Pensions increase rate - (39,621)
Mortality tables - 24,537
Other changes* - (8,440)
Return on Fund 3.52% (64,661) -2.62% 170,384
(45,924) 302,644

(*) Change in the methodology for determining the retirement age in accordancthei@eneral Social Security System.

The change in the wage growth assumption includes the effect of changing the grenthtrs pensionable wage and the change in the rate of growth of the

total salary used for the purposes of calculating social security respoysibili

As at 30 June 2017, the actuarial losses not resulting from changes in assumptions ariowos t18,737,000 (31 December 2016: Euros 20,138,000).

In accordance with IAS 19, the sensitivity analysis to changes in assumps@ssfollows:

Impact resulting from changes in financial assumptns

Jun 2017 Dec 2016
-0.25% 0.25% -0.25% 0.25%
Euros '000 Euros '000 Euros '000 Euros '000
Discount rate 132,021 (124,057) 134,744 (126,913)
Pension's increase rate (129,840) 122,024 (122,043) 160,604
Salary growth rate (35,094) 37,265 (36,049) 38,509

Impact resulting from changes in demographic assuntpns

Jun 2017 Dec 2016
- 1lyear + 1 year - 1year + 1 year
Euros '000 Euros '000 Euros '000 Euros '000
Changes in mortality table 97,661 (98,209) 72,748 (97,787)

The sensitivities presented were determined based on the application sdrtieeconditions to the whole population, that is, as at 31 December 2016, the
affiliates of the "Sindicato dos Bancérios do Norte" are considered to haveaime plan as the rest. It is considered that this simplification does teiatig

affect the analysis.

During the first semester of 2017 and in the year 2016, a sensitivity analgsip@rformed to a positive variation and a negative variation of one percentage

point in the value of the health benefits costs, the impact of which is analgsiediavs:

Positive variation of 1%

Negative variation of 1%

Jun 2017 Dec 2016 Jun 2017 Dec 2016

Euros '000 Euros '000 Euros '000 Euros '000
Pension cost impacts 27 29 27) (29)
Liabilities impacts 3,119 3,135 (3,119) (3,135)
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Defined contribution plan

According to what is described in accounting policy 1 w ii), in the scope of théenBéfContribution Plan provided for the BCP Pension Fund of the BCP
Group, no contributions were made in 2016, for employees who have been admitted dualyl 2D09, because the following requirements have not been met:
(i) Bank's ROE equals or exceeds the rate of government bonds of 10 years plus 5 gerpentés, and (ii) distributable profits or reserves exist in the
accounts of Banco Comercial Portugués.

For employees who have been admitted after 1 July 2009, are made monthlpetons equal to 1.5% of the monthly remuneration received by employees in
the current month, either by themselves or by the Group and employees. Thibetotrihas a mandatory character and is defined in the Collective Labor
Agreement of the BCP Group, and does not have a performance criterion. The Group edesusitaff costs the amount of Euros 29,000 (31 December 2016:
Euros 48,000) related to this contribution.

Related parties

As defined by IAS 24, are considered related parties of the Group, the compietédled in note 58 - List of subsidiary and associated companies of Banco
Comercial Portugués Group, the Pension Fund, the members of the Board of Directd&esyananagement members. The key management members are the
first line Directors. Beyond the members of the Board of Directors and keyagement members, are also considered related parties people who ate close
them (family relationships) and entities controlled by them or in whose maregehey have significant influence.

As the transactions with subsidiaries are eliminated in consolidatiore greshot included in the notes to the Group's consolidated financial statements.
According to Portuguese law, in particular under Articles 109 of the Generalftla®redit Institutions and Financial Companies, are also considereddelate
parties, the qualified shareholders of Banco Comercial Portugués, S.A. aedtities controlled by them or with which they are in a group relationship. The
list of the qualified shareholders is detailed in note 40.

a) Transactions with qualified shareholders

The balances reflected in assets of consolidated balance sheet witfedugiifreholders, are analysed as follows:

Jun 2017 Dec 2016
Assets
Loans and advances to customers 229,553 237,577
Financial assets held for trading 19,117 15,814
Financial assets available for sale 185,7 106,390
365,452 359,781
Liabilities
Resources from customers 373,764 390,965
373,764 390,965

Loans and advances to customers are net of impairment in the amount of Euros 187,000ef8bé»e&2016: Euro 130,000).

During the first semester of 2017 and 2016, the transactions with qualified shdeehokflected in the consolidated income statement items, are@sdll

Jun 2017 Jun 2016
Euros '000 Euros '000
Income
Interest and similar income 5,574 2,868
Commissions 2,703 737
8,277 3,605
Costs
Interest and similar expenses 376 68
Commissions 20 9
396 77

The balances with qualified shareholders, reflected in the guaranteesdyeenat revocable and irrevocable credit lines, are as follows:

Jun 2017 Dec 2016

Euros '000 Euros '000
Guarantees granted 30,281 30,378
Revocable credit lines 221,506 216,271
251,787 246,649
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b) Transactions with members of the Board of Directors and Key management members

The balances with related parties discriminated in the following tatddyded in asset items on the consolidated balance sheet, are analyskovas f

Loans and advances to credit

institutions Loans and advances to customers Financial assets dhébr trading
Jun 2017 Dec 2016 Jun 2017 Dec 2016 Jun 2017 Dec 2016
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000 os '000
Board of Directors
Non-executive directors - - 10 20 - -
Executive Committee - - 128 139 - -
Closely related people - - 15 13 - -
Controlled entities - 2,840 - - 1,738 844
Key management members
Key management members - - 6,975 7,272 - -
Closely related people - - 364 274 - -
Controlled entities - - 130 196 - -
- 2,840 7,622 7,914 1,738 844

The balances with related parties discriminated in the following tatdéyded in liabilities items in the consolidated balance sheet, aresathbs follows:

Resources from credit institutions Resources from customers Financial liabilities held for trading
Jun 2017 Dec 2016 Jun 2017 Dec 2016 Jun 2017 Dec 2016
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000 os '000
Board of Directors
Non-executive directors - - 527 1,593 - -
Executive Committee - - 1,118 1,094 - -
Closely related people - - 2,592 1,745 - -
Controlled entities 21,551 16,866 438 1,446 - 1,053
Key management members
Key management members - - 7,340 6,924 - -
Closely related people - - 2,239 2,143 - -
Controlled entities - - 1,712 904 - -
21,551 16,866 15,966 15,849 - 1,053

During the first semester of 2017 and 2016, the transactions with relateésditicriminated in the following table, included in income for items of the
consolidated income statement, are as follows:

Interest and similar income Commissions' income
Jun 2017 Jun 2016 Jun 2017 Jun 2016
Euros '000 Euros '000 Euros '000 Euros '000
Board of Directors
Non-executive directors - - 40 39
Executive Committee - - 14 12
Closely related people - - 11 9
Controlled entities - - 64 71
Key management members
Key management members 22 27 31 31
Closely related people 4 5 18 17
Controlled entities 2 3 5 4
28 35 183 183
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During the first semester of 2017 and 2016, the transactions with relatedspdidcriminated in the following table, included in cost items of the congetida
income statement, are as follows:

Interest and similar expense Commissions' expense
Jun 2017 Jun 2016 Jun 2017 Jun 2016
Euros '000 Euros '000 Euros '000 Euros '000
Board of Directors
Non-executive directors 2 10 1 1
Executive Committee 2 3 - -
Closely related people 2 6 - -
Controlled entities 27 20 - -
Key management members
Key management members 19 27 1 1
Closely related people 4 5 1 1
Controlled entities 1 1 1 1
57 72 4 4

The revocable and irrevocable credit lines granted by the Group to the folloelatgad parties are as follows:

Revocable credit lines Irrevocable credit lines
Jun 2017 Dec 2016 Jun 2017 Dec 2016
Euros '000 Euros '000 Euros '000 Euros '000
Board of Directors
Non-executive directors 95 109 - -
Executive Committee 105 95 - -
Closely related people 109 138 - -
Controlled entities 25 25 - -
Key management members
Key management members 461 453 - 39
Closely related people 280 268 - -
Controlled entities 17 16 - -
1,092 1,104 - 39

The fixed remunerations and social charges paid to members of the Board dbBiraied Key management members are analysed as follows:

Board of Directors

Executive Committee Non-executive directors Key management members
Jun 2017 Jun 2016 Jun 2017 Jun 2016 Jun 2017 Jun 2016
Euros '000 Euros '000 Euros '000 Euros '000 Euros '000 #os '000
Remunerations 1,417 1,040 343 279 3,148 2,768
Supplementary retirement pension 375 346 - - - -
Post-employment benefits 19 14 - - (28) 78
Other mandatory social security charges 333 235 83 65 787 748
2,144 1,635 426 344 3,907 3,594

Considering that the remuneration of members of the Executive Committee intecdsipensate the functions that are performed in the Bank and in all other
functions on subsidiaries or governing bodies for which they have been designatetidayion of the Bank or representing it, in the latter case, the net amount
of the remunerations annually received by each member would be deducted froretharfhual remuneration attributed by the Bank.

During the first semester 2017, the amount of remuneration paid to the Execotivani@ee, includes Euros 49,000 (30 June 2016: Euros 110,000), which were
supported by subsidiaries or companies whose governing bodies represent the Grougk.imdereng the first semester of 2017 and 2016, no variable
remuneration was attributed to the members of the Executive Committee.

During the first semester 2017, no severance payments were paid to key managembers (30 June 2016: Euros 483,000 paid to one member).
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The shareholder and bondholder position of memisettse Board of Directors, Key management membiedspersons closely related to the previous categpis as follows:

Changes during 2017

Number of
securities at

Unit
Price

Shareholders / Bondholders Security 30/06/17 31/12/16  Acquisitions (*) Disposals B Euros
Members of Board of Directors
Anténio Vitor Martins Monteiro (i) BCP Shares 3,872 224 3,630 3-fev-17 0,094
Carlos José da Silva BCP Shares 248,704 15,544 233,160 3-fev-17 0,094
Nuno Manuel da Silva Amado BCP Shares 1,025,388 50,996 974,392 3-fev-17 0,094
Alvaro Roque de Pinho de Bissaia Barreto BCP Shares 0 0
André Magalh&es Luiz Gomes BCP Shares 11,392 712 10,680 3-fev-17 0,094
Anténio Henrigues Pinho Cardéo (ii) BCP Shares 55,304 10,304 45,000 3-fev-17 0,094
Antdnio Luis Guerra Nunes Mexia BCP Shares 2,416 151 2652, 2-fev-17 0,094
Cidéalia Maria Mota Lopes (x) BCP Shares 2,184 136 2,048 2-fev-17 0,094
Jaime de Macedo Santos Bastos BCP Shares 848 53 795 ev-13-f 0,094
Jodo Manuel Matos Loureiro BCP Shares 2,800 175 2,625 3-fev-17 0,094
Jodo Nuno Oliveira Jorge Palma BCP Shares 34,128 2,133 31,995 2-fev-17 0,094
José Jacinto Iglésias Soares BCP Shares 0 0
José Miguel Bensliman Schorcht da Silva Pessanha BaRs 1,748 278 1,470 3-fev-17 0,094
Lingjiang Xu BCP Shares 0 0
Maria da Conceigcdo Mota Soares de Oliveira Callgaku BCP Shares 58,672 3,667 55,005 3-fev-17 0,094
Miguel de Campos Pereira de Braganga BCP Shares 685,99 22,873 343,095 3-fev-17 0,094
Miguel Maya Dias Pinheiro BCP Shares 361,408 22,588 338,820 3-fev-17 0,094
Raquel Rute da Costa David Vunge (iii) BCP Shares 0 0
Rui Manuel da Silva Teixeira (iv) BCP Shares 36,336 272, 34,065 2-fev-17 0,094
Key management members
Albino Anténio Carneiro de Andrade BCP Shares 0 0
Américo Jodo Pinto Carola (v) BCP Shares 503 503
Ana Isabel dos Santos de Pina Cabral (vi) BCP Shares 39,040 2,440 36,600 3-fev-17 0,094
Ana Maria Jord&o F. Torres Marques Tavares (vii) BbBres 82,635 9,509 73,126 2-fev-17 0,094
André Cardoso Meneses Navarro BCP Shares 267,888 316,74 251,145 2-fev-17 0,094
Anténio Augusto Amaral de Medeiros BCP Shares 42,656 6682 39,990 2-fev-17 0,094
Anténio Augusto Decrook Gaioso Henriques BCP Shares 06,126 29,036 477,090 2-fev-17 0,094
Antdnio Ferreira Pinto Janior BCP Shares 21,344 1,334 20,010 2-fev-17 0,094
Anténio Luis Duarte Bandeira (viii) BCP Shares 113,00 8,000 105,001 2-fev-17 0,094
Artur Frederico Silva Luna Pais BCP Shares 328,795 20,047 308,748 2-fev-17 0,094
Belmira Abreu Cabral BCP Shares 0 1,206 1,206 19-jan-17 0.152
Carlos Alberto Alves BCP Shares 106,656 6,666 99,990 2-fev-17 0,094
Diogo Cordeiro Crespo Cabral Campello BCP Shares 289,3 1,833 27,495 2-fev-17 0,094
Dulce Maria Pereira Cardoso Mota Jorge Jacinto B S 11,691 1,911 9,780 2-fev-17 0,094
Filipe Maria de Sousa Ferreira Abecasis BCP Shares 0 0
Francisco Anténio Caspa Monteiro BCP Shares 29,354 652,9 2,965 17-jan-17 0.160
29,354 2-fev-17 0,094
Goncalo Nuno Belo de Aimeida Pascoal BCP Shares 48 3 45 3-fev-17 0,094
Henrique Raul Ferreira Leite Pereira Cernache BGReSh 2,272 142 2,130 3-fev-17 0,094
Jodo Nuno Lima Bras Jorge BCP Shares 91,709 5,653 86,056 3-fev-17 0,094
Jorge Filipe Nogueira Freire Cortes Martins BCP 8bar 1,600 100 1,500 2-fev-17 0,094
Jorge Manuel Machado de Sousa Géis BCP Shares 0 0
José Guilherme Potier Raposo Pulido Valente BCPeShar 138,719 28,600 110,119 2-fev-17 0,094

(*) Under the scope of the increase of share chpiteurred in February 2017, as referred in note 40

The paragraphs indicated in the tables above for the categories "Memberaaf 8f Directors" and "Key management members”, identify the people tothéyare
associated with the category "People closely related to the previtegocees."
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Changes during 2017

Number of Unit
securities at Price
Shareholders / Bondholders Security 30/06/17 31/12/16  Acquisitions (*) Disposals B Euros
José Laurindo Reino da Costa (ix) BCP Shares 182,428 2,433 169,995 3-fev-17 0,094
Luis Miguel Manso Correia dos Santos BCP Shares 81,32 1,333 19,995 2-fev-17 0,094
Maria Manuela Correia Duro Teixeira BCP Shares 0 0
Maria Manuela de Araujo Mesquita Reis BCP Shares 6685, 6,666 99,990 2-fev-17 0,094
Maria Montserrat Vendrell Serrano Duarte BCP Shares 0 0
Mario Anténio Pinho Gaspar Neves BCP Shares 30,000 551,8 28,145 6-fev-17 0,094
Certificates BCPI Eurostox 50 0 187 187 18-jan-17 12608
Certificates BCPI DAX 30 0 55 55 18-jan-17 32.9000
Miguel Filipe Rodrigues Ponte BCP Shares 5,164 221 4,943 7-fev-17 0,094
Miguel Pedro Lourengo Magalhdes Duarte BCP Shares 6080, 30,600
Nelson Luis Vieira Teixeira BCP Shares 285 285
Nuno Alexandre Ferreira Pereira Alves BCP Shares 01,80 1,800
Pedro José Mora de Paiva Beija BCP Shares 0 0
Pedro Manuel Macedo Vilas Boas BCP Shares 0 0
Pedro Manuel Rendas Duarte Turras BCP Shares 14,816 6 92 13,890 3-fev-17 0,094
Pedro Trigo de Morais de Albuquerque Reis BCP Shares 0 0
Ricardo Potes Valadares BCP Shares 10,373 1,373 9,000 23-jan-17 0,094
Rosa Maria Ferreira Vaz Santa Barbara BCP Shares 08,24 1,205 7,035 23-jan-17 0,094
Rui Fernando da Silva Teixeira BCP Shares 12,614 12,614
Rui Manuel Pereira Pedro BCP Shares 149,328 9,333 139,995 3-fev-17 0,094
Rui Nelson Moreira de Carvalho Maximino BCP Shares 0 0
Rui Pedro da Concei¢édo Coimbra Fernandes BCP Shares 0 0
Vania Alexandra Machado Marques Correia BCP Shares 0 0
Teresa Paula Corado Leandro Chaves do Nascimento Shefs 0 0
Vasco do Carmo Viana Rebelo de Andrade BCP Shares 0 0
Persons closely related to the previous categories
Alexandre Miguel Martins Ventura (x) BCP Shares 2,184 137 2,047 3-fev-17 0,094
Ana Isabel Salgueiro Antunes (v) BCP Shares 29 29
Ana Margarida Rebelo A.M. Soares Bandeira (viii) B&lrares 2,976 186 2,790 2-fev-17 0,094
Eusébio Domingos Vunge (iii) BCP Shares 4,170 691 3,479 0,2357
Certific BCPi DAX 30 100 100
Certific BCPi EUROSTOXX 50 142 142
Francisco Jorddo Torres Marques Tavares (vii) BC#e3h 1,016 62 954 2-fev-17 0,094
Isabel Maria V Leite P Martins Monteiro (i) BCP Sasar 3,104 195 2,909 3-fev-17 0,094
Jodo Paulo Fernandes de Pinho Cardao (ii) BCP Shares 72,736 4,546 68,190 3-fev-17 0,094
José Manuel de Vasconcelos Mendes Ferreira (vi) BikRes 1,616 101 1,515 3-fev-17 0,094
Luis Miguel Fernandes de Pinho Cardao (ii) BCP Share 3,104 194 2,910 3-fev-17 0,094
Maria Avelina V C L J Teixeira Diniz (viii) BCP Shes 16,770 2,434 14,336 2-fev-17 0,094
Maria da Graga dos Santos Fernandes de Pinho Cgijddao BCP Shares 3,728 383 3,345 3-fev-17 0,094
Maria Helena Espassandim Catdo (iv) BCP Shares 576 36 40 5 2-fev-17 0,094
Maria Raquel Sousa Candeias Reino da Costa (ix) Bees 288 18 270 2-fev-17 0,094

(*) Under the scope of the increase of share chpiteurred in February 2017, as referred in note 40

The paragraphs indicated in the tables above for the categories "Memberaaf 8f Directors" and "Key management members”, identify the people tothéyare
associated with the category "People closely related to the previtegoeees."
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c) Balances and transactions with associated companies

The balances with associated companies included in the consolidated balastdeeshieare as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Assets
Loans and advances to credit institutions
Repayable on demand 1,398 980
Other loans and advances 276,586 262,262
Loans and advances to customers 86,322 111,591
Financial assets held for trading 65,707 73,468
Other assets 12,897 26,274
442,910 474,575
Liabilities
Resources from credit institutions 160,954 194,348
Resources from customers 494,254 488,165
Debt securities issued 652,286 976,849
Subordinated debt 479,388 475,276
Financial liabilities held for trading 52,781 66,946
Other liabilities - 28
1,839,663 2,201,612

As at 30 June, the associated company Millenniumbcp Ageas Grupo Segurador, SSCAPI®)Ids 142,601,002 BCP shares (31 December 2016:
8,694,500 shares) in the amount of Euros 33,597,000 (31 December 2016: Euros 9,312,000).

During the first semester of 2017 and 2016, the transactions with associatpdriesincluded in the consolidated income statement items, are as
follows:

Jun 2017 Jun 201¢
Euros '000 Euros '000
Income
Interest and similar income 6,238 4,737
Commissions' income 28,272 27,736
Other operating income 620 638
35,130 33,111
Costs
Interest and similar expenses 27,171 34,157
Commissions' expenses 44 3
Other administrative costs 31 10
27,246 34,170

As at 31 December 2016 and 2015, the guarantees granted and revocable credit linéSrbyphte associated companies, are as follows:

Jun 2017 Dec 2016

Euros '000 Euros '000
Guarantees granted 780 5,330
Revocable credit lines 10,768 10,403
11,548 15,733
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Under the scope of the Group's insurance mediation activities, the remuneratiorsefvices rendering are analysed as follows:

Jun 2017 Jun 201¢
Euros '000 Euros '000
Life insurance
Saving products 16,190 15,879
Mortgage and consumer loans 9,785 10,273
Others 16 17
25,991 26,169
Non - Life insurance
Accidents and health 8,064 7,798
Motor 1,713 1,620
Multi-Risk Housing 2,988 2,955
Others 519 523
13,284 12,896
39,275 39,065

The remuneration for insurance intermediation services were receiveagthbank transfers and resulted from insurance intermediation with the
subsidiary of Millenniumbcp Ageas Group (Ocidental - Companhia Portuguesa de Seghfida,d8.A.) and with Ocidental - Companhia Portuguesa
de Seguros, SA. The Group does not collect insurance premiums on behalf of Insuranceni€spgrgerforms any movement of funds related to
insurance contracts. Thus, there is no other asset, liability, income or exjpebseeported on the activity of insurance mediation exercised by the
Group, other than those already disclosed.

The receivable balances from insurance intermediation activity, by nat@analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Funds receivable for payment of
life insurance commissions 12,784 12,636
Funds receivable for payment of
non-life insurance commissions 6,421 6,108
19,205 18,744

The commissions received by the Bank result from the insurance mediatigracts and investment contracts, under the terms established in the
contracts. The mediation commissions are calculated given the nature ofin@ats subject to mediation, as follows:

- insurance contracts — use of fixed rates on gross premiums issued;

- investment contracts — use of fixed rates on the responsibilities assuntieel ingurance company under the commercialization of these products

d) Transactions with the Pension Fund

The balances with the Pension Fund included in Liabilities items of the contelibalance sheet are as follows:

Jun 2017 Dec 2016

Euros '000 Euros '000
Resources from customers 319,559 351,766
Subordinated debt 129,973 129,966
449,532 481,732

During the first semester of 2017, there were no transactions of financias &efeeen the Group and the Pension Fund. During 2016, the Group sold
bonds to the pension fund in the amount of Euros 16,748,000.
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During the first semester of 2017 and 2016, the balances with the Pension Fund incdudedme and expense items of the consolidated income
statement, are as follows:

Jun 2017 Jun 2016
Euros '000 Euros '000
Income
Commissions 408 341
Expenses
Interest expense and similar charges 1,187 1,336
Administrative costs 9,952 8,360
11,139 9,696

The balance Administrative costs corresponds to the amount of rents incurred unsteygbef Fund's properties which the tenant is the Group.

As at 30 June 2017, the amount of Guarantees granted by the Group to the Pension Fund amBuntsdt000 (31 December 2016: Euros 5,000).

50. Consolidate Balance Sheet and Income Statement bperational segments

The segments presented are in accordance with IFRS 8. In accordancken@houp's management model, the segments presented correspond to the
segments used for Executive Committee's management purposes. The Group offdesrange of banking activities and financial services in
Portugal and abroad, with a special focus on Commercial Banking, Companies BankiRgwate Banking.

Following the commitment agreed with the Directorate-General for Cotigretdf the European Commission (DG Comp), an additional segment
named non-Core Business Portfolio was considered, respecting the critexéa agr

Segments description
A. Geographical Segments

The Group operates in the Portuguese market, and also in a few affinity smafketcognised growth potential. Considering this, the geographical
segments are structured in Portugal and Foreign Business (Poland, Mozambiquéhand Pbrtugal segment reflects, essentially, the activities
carried out by Banco Comercial Portugués in Portugal, ActivoBank and Banco eiiinento Imobiliario.

Portugal activity includes:

i) Retail Banking;

if) Companies, Corporate & Investment Banking;
iii) Private Banking;

iv) Non-core business portfolio;

v) Other.

Retail Banking includes the following business areas:

- Retail network where the strategic approach is to target “Mass Madkestomers, who appreciate a value proposition based on innovation and
speed, as well as Prestige and Small Business customers, whose giecdicteristics, financial assets or income imply a value propositicdbas
innovation and personalisation, requiring a dedicated Account Manager;

- Retail Recovery Division that accompanies and manages the respdiesiboi Customers or economic groups in effective default, as well as
customers with bankruptcy requirement or other similar mechanisms, lookionggthrthe conclusion of agreements or payment restructuring
processes that minimizes the economic loss to the Bank; and

- ActivoBank, a bank focused on clients who are young, intensive users of new cooatiomitechnologies and who prefer a banking relationship
based on simplicity, offering modern products and services.

Companies, Corporate and Investment Banking segment includes:

- Companies network that covers the financial needs of companies with an anmaler between Euros 2,500,000 and Euros 50,000,000, and
focuses on innovation, offering a wide range of traditional banking products complemergpéddiglised financing;

- Corporate and Large Corporates networks in Portugal, targeting corporate tindigmal customers with an annual turnover in excess of Euros
50,000,000, providing a complete range of value-added products and services;

- Specialised Monitoring Division which carries out the monitorisation of fess groups that have high and complex credit exposures or that show
relevant signs of impairment;

- Investment Banking unit, that ensures the offer of products and specific egnift particular financial advice, capital market transactions and
analysis and financing structuring in the medium to long term, in particutérnegard to Project and Structured Finance;

- Treasury and Markets International Division, in particular the area ofddcation of business with banks and financial institutions, boosting
international business with the commercial networks of the Bank and institutiost@dy services for securities;

- Specialised Recovery Division which ensures efficient tracking ofotners with predictable or effective high risk of credit, from Companies,
Corporate, Large Corporate and retail networks (exposure exceeding Euros 1,000,000);

- Real Estate Business Division, which ensures integrated and spediaiemagement of real estate business of the Group; and

- Interfundos. with the activity of management of real estate investment.funds
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The Private Banking segment, for purposes of geographical segments, compriBeiwahe Banking network in Portugal. For purposes of business
segments also includes Banque Privée BCP in Switzerland and Millenniumadp&Trust in Cayman Islands that are considered Foreign Business
on geographical segmentation.

Following the process for obtaining authorisation from the European Commissiont¢BGe State aid, business portfolios were identified that the
Bank should gradually disinvest/demobilise, ceasing grant new credit. €hishilisation is subject to a framework which dominant criterion is the
capital impact optimisation, in particular through the minimisation of expgo®ses. In this context, the Bank proceeded with the segregation of these
portfolios, highlighting them in a separate segment defined as Non Core Busindsid®@?NNC).

PNNC includes the business with clients for which credit has been grantectfoitgs-backed lending, loans collateralised with other assets foe thos
which the debt ratio over asset value is not less than 90%, historical subsitiistgage loans, construction subcontractors focused almost exclusively
on the Portuguese market, football clubs and Real Estate development.

The separate disclosure for those types of loans resulted, exclusivelytHfeomeed to identify and monitoring the segments described in the previous
paragraph, in the scope of the authorisation process abovementioned. Thus, the PNN{® pasfobt been aggregated based on risk classes or any
other performance criteria.

It should be noted that, in 30 June 2017, 72% of this portfolio benefited from assetidaake, including 68% with real estate collateral and 4% with
other assets guarantee.

All other businesses not previously discriminated are allocated to the sé@tiger (Portugal) and include the centralized management of financial
investments, corporate activities and operations not integrated in thniegnausiness segments and other values not allocated to segments.

Foreign Business includes:

- Poland, where the Group is represented by Bank Millennium, a universal barlngf wide range of financial products and services to individuals
and companies nationwide;

- Mozambique, where the Group is represented by BIM — Banco Internacional denidgue, a universal bank targeting companies and individual
customers; and

- Other, which includes other countries activity such as Switzerland wiher&roup is represented by Banque Privée BCP, a Private Banking platform
under Swiss law and Cayman Islands by Millennium bcp Bank & Trust, a bank désignanternational services in the area of Private Banking to
customers with high financial assets (Affluent segment); The segment &seeincludes the contribution of the associate in Angola.

B. Business Segments

Foreign Business segment, indicated within the business segment reporting,sesntpe Group’s operations developed in other countries already
mentioned excluding the activity of Banque Privée BCP in Switzerland anémium bcp Bank & Trust in the Cayman Islands which are considered
in Private Banking segment.

In the context of the Banco Millennium in Angola merger process with Banco Prid#iéatico, which agreement occurred in 22 April 2016 and the
conclusion of the process of the necessary authorizations in 3 May 2016, BanconMitie Angola was considered as a discontinued operation in
March 2016, with the impact of its results presented in the balance Incomss) @rising from discontinued operations and restated for the previous
periods. At the consolidated balance, the assets and liabilities of BadlemMim Angola, S.A. continued to be consolidated by the full consolidation
method till April 2016. After the completion of the merger, in May 2016, the assadsliabilities of Banco Millennium in Angola stopped being
considered in the consolidated balance sheet and the investment of 22.5 % in Bdleomivh Atlantico, the new merged entity, started being
accounted using the equity method and its contribution to the Group's resuéisbkam recognized in the consolidated accounts from May 2016
onwards.

Business segments activity

The figures reported for each business segment result from aggregating theasigssatid business units integrated in each segment, including the
impact from capital allocation and the balancing process of each entity,atdhe balance sheet and income statement levels, based on average
figures. Balance sheet headings for each subsidiary and business unitcateutated, given the replacement of their original own funds by the
outcome of the capital allocation process, according to regulatory solvenesiari

Considering that the capital allocation process complies with regulatovgrsoy criteria currently in place, the weighted risk, as well as the aapit
allocated to segments, is based on Basel Ill methodology, in accordartéh&iCRD IV/CRR, with reference to 30 June 2017 and 31 December
2016. The capital allocation for each segment on those dates, resulted frapptteation of 10% to the risks managed by each segment, reflecting the
application of Basel Ill methodologies. Each operation is balanced through ihtrermsfers of funds, with no impact on consolidated accounts.

Operating costs determined for each business area rely on one hand on the awmuunited directly in the respective cost centres, and on the other
hand, on the amounts resulting from internal cost allocation processes. As aplexamnthe first set of costs are included costs related to phone

communication, travelling accommodation and representation expenses adstorya services and in the second set are included costs related to
correspondence, water and electricity and to rents related to spacgsentby organic units, among others. The allocation of this last set of costs is
based on the application of previously defined criteria, related to thé déaetivity of each business area, like the number of current accounts, the
number of customers or employees, the business volume and the space occupied.

The following information has been prepared based on the individual and consolinteteddl statements of the Group prepared in accordance with
international financial reporting standards (IFRS), as adopted by the Europeam (&), and with the Organization of the Group's business areas in
force on 30 June 2017. Information relating to prior periods is restated whenewgeclt changes in the internal organization of the entity so

susceptible to change the composition of the reportable segments (business and getgraphic

The information in the financial statements of reportable segments is ikzhrat the level of the total revenue of those same segments, with the

revenue from the demonstration of the consolidated financial position of the repaatditjefor each date on which is lodged a statement of financial
position.

224



BANCO COMERCIAL PORTUGUES
Notes to the Interim Condensed Consolidated FimduStatements
30 June 2017

As at 30 June 2017, the net contribution of the major operational segments, for the inatengestt, is analysed as follows:

Companies,
Corporate and

(Thousands of Euros)

Commercial banking Investment Non-core
Retail Foreign banking Private business
in Portugal business®” Total in Portugal banking portfolio Other Consolidated
Income statement
Interest and similar income 237,872 417,569 655,441 173,293 19,466 60,930 47,452 956,582
Interest expense and similar cha (34,112 (140,186 (174,298 (37,472 (7,868 (47,303 (11,142 (278,083
Net interest income 203,760 277,383 481,143 135,821 11,598 13,627 36,310 678,499
Commissions and other income 200,127 126,662 326,789 89,785 34,611 4,870 (26,962) 429,093
Commissions and other cc (7,481 (69,097 (76,578 (4,164 (2,804 (14) (96,760 (180,320
Net commissions and other income 192,646 57,565 250,211 85,621 31,807 4,856 (123,722) 248,773
Net gains arising from trading activity (149) 49,471 49,322 - (18,568) - 59,150 89,904
Share of profit of associates under
the equity methc - 15,77: 15,77: - - - 19,33 35,104
Gains / (losses) arising from the sale
of subsidiaries and other as - 2,20t 2,20t - (1) (1) (5,669 (3,466
Net operating revenue 396,257 402,395 798,652 221,442 24,836 18,482 (14,598) 1,048,814
Staff costs and administrative costs 232,147 157,294 389,441 44,073 19,138 9,728 (38,291) 424,089
Amortizations and depreciatic 1,17t 9,96¢ 11,14« 31t 8C 8 14,57: 26,11¢
Operating expenses 233,322 167,263 400,585 44,388 19,218 9,736 (23,719) 450,208
Impairment for credit and financial assets (36,258) (46,964) (83,222) (123,303) (2,620) (105,150) (22,621) (336,916)
Other impairments and provisions (45) 1,985 1,940 91 1 (13,907) (66,511) (78,386)
Net income / (loss) before income tax 126,632 190,153 316,785 53,842 2,999 (110,311) (80,011) 183,304
Income tax (37,413) (41,632) (79,045) (15,230) (6,085) 32,605 24,316 (43,439)
Income / (loss) after income tax
from continuing operations 89,219 148,521 237,740 38,612 (3,086) (77,706) (55,695) 139,865
Income / (loss) arising from
discontinued operatioﬁ?é - - - - - - 1,250 1,250
Net income / (loss) for the period 89,219 148,521 237,740 38,612 (3,086) (77,706) (54,445) 141,115
Non-controlling interests - (51,417) (51,417) - - - 230 (51,187)
Net income / (loss) for the period
attributable to Shareholders of the Bank 89,219 97,104 186,323 38,612 (3,086) (77,706) (54,215) 89,928
As at 30 June 2017, the net contribution of theomaperational segments, for the balance sheahalysed as follow
Balance shee
Cash and Loans and advances
to credit institutions 9,863,008 972,159 10,835,167 973,858 2,440,505 4,532 (11,215,809) 3,038,253
Loans and advances to customers 16,820,105 12,251,108 29,071,213 10,846,599 482,731 7,287,819 377,614 48,065,976
Financial asseté 20,610 4,760,766 4,781,376 - 25,806 521,688 8,752,347 14,081,217
Other assets 166,851 602,514 769,365 49,149 16,015 883,329 6,120,434 7,838,292
Total Assets 26,870,574 18,586,547 45,457,121 11,869,606 2,965,057 8,697,368 4,034,586 73,023,738
Resources from other credit
institutions 1,130,799 1,508,348 2,639,147 3,247,241 338,590 8,090,387 (4,942,184) 9,373,181
Resources from customers 24,286,600 15,004,706 39,291,306 7,849,192 2,486,632 333,693 674,926 50,635,749
Debt securities issued 805,129 274,170 1,079,299 1,036 45,699 2,853 1,992,538 3,121,425
Other financial liabilities - 187,802 187,802 - 4,442 - 1,423,843 1,616,087
Other liabilities 35,831 408,796 444,627 44,821 7,789 4,314 830,033 1,331,584
Total Liabilities 26,258,359 17,383,822 43,642,181 11,142,290 2,883,152 8,431,247 (20,844) 66,078,026
Equity and non-controlling
interests 612,215 1,202,725 1,814,940 727,316 81,905 266,121 4,055,430 6,945,712
Total Liabilities, Equity
and non-controlling intere: 26,870,57 18,586,54 45,457,12 11,869,60 2,965,05 8,697,36! 4,034,58 73,023,73
Number of employet 4,811 8,42¢ 13,23¢ 602 26¢ 147 1,552 15,80¢

(1) Includes the contribution associated with the Bank's investments in Argd@anco Millennium Atlantico, recorded since May 2016 by the equity method,;
(2) Includes financial assets held for trading, financial assets helddding at fair value through profit or loss, financial assets held to mgttirtancial assets available for
sale, hedging derivatives and assets with repurchase agreement.

Note: As at 30 June 2017, the goodwill disclosed in the financial statements ttedleicted in Foreign business is Euros 2 million and Euros 128 million eiCRortugal, as

described in note 30.
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As at 30 June 2016, the net contribution of the major operational segments, for the inatengestt, is analysed as follows:
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30 June 2017

Companies, (Thousands of Euros)
Corporate and
Commercial banking Investment Non-core
Retail Foreign banking Private business
in Portugal business™ Total in Portugal banking portfolio Other Consolidated
Income statement
Interest and similar income 262,580 360,577 623,157 187,640 21,275 80,682 52,722 965,476
Interest expense and similar cha (72,909 (129,295 (202,204 (46,680 (11,481 (63,117 (41,190 (364,672
Net interest income 189,671 231,282 420,953 140,960 9,794 17,565 11,532 600,804
Commissions and other income 187,774 111,744 299,518 80,551 30,755 5,056 (759) 415,121
Commissions and other cc (6,487 (66,405 (72,892 (3,080 (3,028 (16) (93,550 (172,566
Net commissions and other income 181,287 45,339 226,626 77,471 27,727 5,040 (94,309) 242,555
Net gains arising from trading activity (41) 105,386 105,345 - 1,564 23,893 52,021 182,823
Share of profit of associates under
the equity methc - 2,952 2,952 - - - 34,76: 37,71¢
Gains / (losses) arising from the sale
of subsidiaries and other as 2 1,23¢ 1,23¢ - 9 - (5,727 (4,480
Net operating revenue 370,919 386,196 757,115 218,431 39,094 46,498 (1,720) 1,059,418
Staff costs and administrative costs 241,303 151,250 392,553 47,839 19,353 10,632 (11,806) 458,571
Amortizations and depreciatic 1,04 11,07¢ 12,11¢ 241 99 10 13,01: 25,48(
Operating expenses 242,346 162,325 404,671 48,080 19,452 10,642 1,206 484,051
Impairment for credit and financial assets (36,841) (35,543) (72,384) (271,545) (1,442) (302,623) (142,680) (790,674)
Other impairments and provisions (45) (7,637) (7,682) 37 - (5,811) (12,499) (25,955)
Net income / (loss) before income tax 91,687 180,691 272,378 (101,157) 18,200 (272,578) (158,105) (241,262)
Income tax (27,033) (47,377) (74,410) 29,960 (5,300) 80,410 47,641 78,301
Income / (loss) after income tax
from continuing operations 64,654 133,314 197,968 (71,197) 12,900 (192,168) (110,464) (162,961)
Income / (loss) arising from
discontinued operatioﬁ?é - 36,806 36,806 - - - 8,421 45,227
Net income / (loss) for the period 64,654 170,120 234,774 (71,197) 12,900 (192,168) (102,043) (117,734)
Non-controlling interests - (80,597) (80,597) - - - 1,080 (79,517)
Net income / (loss) for the period
attributable to Shareholders of the Bank 64,654 89,523 154,177 (71,197) 12,900 (192,168) (100,963) (197,251)
As at 31 December 2016, the net contribution ofntlagor operational segments, for the balance steanalysed as follow
Balance sheet
Cash and Loans and advances
to credit institutions 9,334,906 1,067,882 10,402,788 1,059,177 2,527,926 5,375 (10,916,428) 3,078,838
Loans and advances to customers 16,917,68911,701,120 28,618,809 10,934,311 473,707 8,065,466 (74,691) 48,017,602
Financial asset€ 20,960 4,260,453 4,281,413 - 6,083 634,878 7,458,104 12,380,478
Other assets 183,848 562,980 746,828 55,424 17,967 847,921 6,119,753 7,787,893
Total Assets 26,457,403 17,592,435 44,049,838 12,048,912 3,025,683 9,553,640 2,586,738 71,264,811
Resources from other credit
institutions 1,344,914 1,419,154 2,764,068 3,751,972 352,081 9,101,255 (6,030,981) 9,938,395
Resources from customers 23,893,851 13,966,967 37,860,818 7,668,144 2,499,795 329,361 439,529 48,797,647
Debt securities issued 556,065 297,902 853,967 1,795 62,353 584 2,594,121 3,512,820
Other financial liabilities - 335,073 335,073 - 5,984 - 2,135,077 2,476,134
Other liabilities 19,505 404,346 423,851 42,332 7,005 4,025 797,421 1,274,634
Total Liabilities 25,814,335 16,423,442 42,237,777 11,464,243 2,927,218 9,435,225 (64,833) 65,999,630
Equity and non-controlling interests 643,068 1,168,993 1,812,061 584,669 98,465 118,415 2,651,571 5,265,181
Total Liabilities, Equity
and non-controlling interests 26,457,403 17,592,435 44,049,838 12,048,912 3,025,683 9,553,640 2,586,738 71,264,811
Number of employet 4,85¢ 8,39¢ 13,24¢ 58¢ 264 14¢ 1,55¢ 15,801

(1) Includes the activity of the subsidiary in Angola, considered as discontinuealtimpe
(2) The amount considered for Angola in discontinued operations corresponds to the henKTVee impact of capital allocation in segments base, is reflectegt interest

income item;

(3) Includes financial assets held for trading, financial assets helddding at fair value through profit or loss, financial assets held to mgttiriancial assets available for
sale, hedging derivatives and assets with repurchase agreement.

Note: As at 31 December 2016, the goodwill disclosed in the financial statsrigereflected, in Foreign business, Euros 2 million and Euros 128 mili@ther Portugal, as
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As at 30 June 2017, the net contribution of the major geographic segnmanttse income statement, is analysed as follows:

Portugal (Thousands of Euros)
Companies,
Corporate
and Non-core
Retail Investment Private business
banking banking banking portfolio Other Total Poland Mozambique  Other @ Consolidated
Income statement
Interest and similar income 237,872 173,293 11,954 60,930 47,452 531,501 274,570 147,386 3,125 956,582
Interest expense and similar cha (34,112 (37,472 (4,007 (47,303 (11,142 (134,036 (87,891 (56,262 10¢€ (278,083
Net interest income 203,760 135,821 7,947 13,627 36,310 397,465 186,679 91,124 3,231 678,499
Commissions and other income 200,127 89,785 19,732 4,870 (26,962) 287,552 96,984 29,678 14,879 429,093
Commissions and other costs (7,481) (4,164) (119) (14) (96,760)  (108,538) (58,379) (10,718) (2,685) (180,320)
Net commissions and other income 192,646 85,621 19,613 4,856 (123,722) 179,014 38,605 18,960 12,194 248,773
Net gains arising from
trading activity (149) - - - 59,150 59,001 24,559 5,257 1,087 89,904
Share of profit of associates
under the equity method - - - - 19,333 19,333 - - 15,771 35,104
Gains / (losses) arising from
the sale of subsidiaries
and other assets - - (1) (1) (5,669) (5,671) 2,123 82 - (3,466)
Net operating revenue 396,257 221,442 27,559 18,482 (14,598) 649,142 251,966 115,423 32,283 1,048,814
Staff costs and
administrative costs 232,147 44,073 7,396 9,728 (38,291) 255,053 118,245 39,049 11,742 424,089
Amortizations and depreciations 1,175 315 3 8 14,572 16,073 6,304 3,665 77 26,119
Operating expenses 233,322 44,388 7,399 9,736 (23,719) 271,126 124,549 42,714 11,819 450,208
Impairment for credit
and financial assets (36,258) (123,303) (2,309)  (105,150) (22,621)  (289,641) (29,296) (17,669) (310) (336,916)
Other impairments and provisions (45) 91 - (13,907) (66,511) (80,372) (759) 2,745 - (78,386)
Net income / (loss) before
income tax 126,632 53,842 17,851 (110,311) (80,011) 8,003 97,362 57,785 20,154 183,304
Income tax (37,413) (15,230) (5,109) 32,605 24,316 (831) (26,975) (14,781) (852) (43,439)
Income / (loss) after income
tax from continuing operations 89,219 38,612 12,742 (77,706) (55,695) 7,172 70,387 43,004 19,302 139,865
Income / (loss) arising from
discontinued operatior‘@ - - - - 1,250 1,250 - - - 1,250
Net income / (loss) for the period 89,219 38,612 12,742 (77,706) (54,445) 8,422 70,387 43,004 19,302 141,115
Non-controlling interests - - - - 230 230 (35,123) (14,580) (1,714) (51,187)
Net income / (loss) for the period
attributable to Shareholders 89,219 38,612 12,742 (77,706) (54,215) 8,652 35,264 28,424 17,588 89,928
As at 30 June 2017, the net contribution of theomggographic segments, for the balance sheetlgsau as follow:
Balance sheet
Cash and Loans and advar
to credit institutions 9,863,008 973,858 1,546,380 4,532 (11,215,809) 1,171,969 636,453 448,952 780,879 3,038,253
Loans and advances to
customers 16,820,105 10,846,599 211,152 7,287,819 377,614 35,543,289 11,198,692 1,052,416 271,579 48,065,976
Financial asset 20,610 - - 521,688 8,752,347 9,294,645 4,380,756 380,010 25,806 14,081,217
Other assets 166,851 49,149 10,122 883,329 6,120,434 7,229,885 228,201 164,672 215,534 7,838,292
Total Assets 26,870,574 11,869,606 1,767,654 8,697,368 4,034,586 53,239,788 16,444,102 2,046,050 1,293,798 73,023,738
Resources from oth
credit institutions 1,130,799 3,247,241 - 8,090,387 (4,942,184) 7,526,243 1,453,138 104,139 289,661 9,373,181
Resources from customers 24,286,600 7,849,192 1,698,812 333,693 674,926 34,843,223 13,486,366 1,518,339 787,821 50,635,749
Debt securities issued 805,129 1,036 45,699 2,853 1,992,538 2,847,255 274,170 - - 3,121,425
Other financial liabilities - - - - 1,423,843 1,423,843 187,802 - 4,442 1,616,087
Other liabilities 35,831 44,821 1,253 4,314 830,033 916,252 274,850 133,947 6,535 1,331,584
Total Liabilities 26,258,359 11,142,290 1,745,764 8,431,247 (20,844) 47,556,816 15,676,326 1,756,425 1,088,459 66,078,026
Equity and non-controlling
interests 612,215 727,316 21,890 266,121 4,055,430 5,682,972 767,776 289,625 205,339 6,945,712
Total Liabilities, Equity
and non-controlling interests 26,870,57411,869,606 1,767,654 8,697,368 4,034,586 53,239,788 16,444,102 2,046,050 1,293,798 73,023,738
Number of employees 4,811 602 191 147 1,552 7,303 5,865 2,563 78 15,809

(1) Includes the contribution associated with the Bank's invegsrirrngola, in Banco Millennium Atlantico, recorded since May 2016H®/equity method;
(2) Includes financial assets held for trading, financial adselt for trading at fair value, financial assets held to matufinancial assets available for sale, hedging derivatives asets

with repurchase agreement.

Note: As at 30 June 2017, the goodwill disclosed in the financial statesntieat is reflected in Mozambique is Euros 2 million and Euros 18®min Other Portugal, as described in note

30.
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As at 30 June 2016, the net contribution of the major geographic segmanitse fincome statement, is analysed as follows:

Portugal (Thousands of Euros)
Companies,
Corporate
and Non-core
Retail Investment Private business
banking banking banking portfolio Other Total Poland Mozambique  Other @ Consolidated
Income statement
Interest and similar income 262,580 187,640 14,629 80,682 52,722 598,253 258,359 105,952 2,912 965,476
Interest expense and similar charges (72,909) (46,680) (7,090) (63,117) (41,190) (230,986) (96,883) (36,146) (657) (364,672)
Net interest income 189,671 140,960 7,539 17,565 11,532 367,267 161,476 69,806 2,255 600,804
Commissions and other costs 187,774 80,551 16,715 5,056 (759) 289,337 79,039 32,706 14,039 415,121
Commissions and other costs (6,487) (3,080) (216) (16) (93,550)  (103,349) (53,707) (12,697) (2,813) (172,566)
Net commissions and other income 181,287 77,471 16,499 5,040 (94,309) 185,988 25,332 20,009 11,226 242,555
Net gains arising from
trading activity (41) - - 23,893 52,021 75,873 87,805 17,581 1,564 182,823
Share of profit of associates
under the equity method - - - - 34,763 34,763 - - 2,953 37,716
Gains / (losses) arising from
the sale of subsidiaries
and other assets 2 - - - (5,727) (5,725) 1,175 61 9 (4,480)
Net operating revenue 370,919 218,431 24,038 46,498 (1,720) 658,166 275,788 107,457 18,007 1,059,418
Staff costs and
administrative cos 241,30: 47,83¢ 7,50¢ 10,63: (11,806 295,47 111,80¢ 39,44 11,84« 458,57
Amortizations and depreciatic 1,04% 241 3 10 13,01: 14,30¢ 6,47: 4,608 95 25,48(
Operating expenses 242,346 48,080 7,512 10,642 1,206 309,786 118,279 44,047 11,939 484,051
Impairment for credit
and financial assets (36,841) (271,545) (922) (302,623)  (142,680) (754,611) (22,799) (12,744) (520) (790,674)
Other impairments and provisions (45) 37 - (5,811) (12,499) (18,318) (8,190) 553 - (25,955)
Net income / (loss) before
income tax 91,687  (101,157) 15,604 (272,578)  (158,105)  (424,549) 126,520 51,219 5,548 (241,262)
Income tax (27,033) 29,960 (4,603) 80,410 47,641 126,375 (33,026) (14,351) (697) 78,301
Income / (loss) after income
tax from continuing operations 64,654  (71,197) 11,001 (192,168)  (110,464)  (298,174) 93,494 36,868 4,851 (162,961)
Income / (loss) arising from
discontinued operatior‘@ - - - - 8,421 8,421 - - 36,806 45,227
Net income / (loss) for the period 64,654 (71,197) 11,001 (192,168)  (102,043) (289,753) 93,494 36,868 41,657 (117,734)
Non-controlling interests - - - - 1,080 1,080 (46,653) (12,626) (21,318) (79,517)
Net income / (loss) for the period
attributable to Shareholders 64,654  (71,197) 11,001 (192,168)  (100,963) (288,673) 46,841 24,242 20,339 (197,251)
As at 31 December 2016, the net contribution ofiagor geographic segments, for the balance sisemtalysed as follown
Balance sheet
Cash and Loans and advances
to credit institutions 9,334,906 1,059,177 1,595,368 5,375 (10,916,428) 1,078,398 690,787 437,922 871,731 3,078,838
Loans and advances
to customers 16,917,689 10,934,311 172,165 8,065,466 (74,691) 36,014,940 10,661,642 1,039,478 301,542 48,017,602
Financial asset® 20,960 - - 634,878 7,458,104 8,113,942 4,031,817 228,636 6,083 12,380,478
Other assets 183,848 55,424 11,729 847,921 6,119,753 7,218,675 211,494 131,782 225,942 7,787,893
Total Assets 26,457,403 12,048,912 1,779,262 9,553,640 2,586,738 52,425,955 15,595,740 1,837,818 1,405,298 71,264,811
Resources from other
credit institutions 1,344,914 3,751,972 - 9,101,255 (6,030,981) 8,167,160 1,303,029 121,268 346,938 9,938,395
Resources from customers 23,893,851 7,668,144 1,691,628 329,361 439,529 34,022,513 12,668,085 1,298,883 808,166 48,797,647
Debt securities issued 556,065 1,795 62,353 584 2,594,121 3,214,918 297,902 - - 3,512,820
Other financial liabilities - - - - 2,135,077 2,135,077 335,073 - 5,984 2,476,134
Other liabilities 19,505 42,332 639 4,025 797,421 863,922 280,870 123,527 6,315 1,274,634
Total Liabilities 25,814,335 11,464,243 1,754,620 9,435,225 (64,833) 48,403,590 14,884,959 1,543,678 1,167,403 65,999,630
Equity and non-controliir
interests 643,068 584,669 24,642 118,415 2,651,571 4,022,365 710,781 294,140 237,895 5,265,181
Total Liabilities, Equity
and non-controlling interests 26,457,40312,048,912 1,779,262 9,553,640 2,586,738 52,425,955 15,595,740 1,837,818 1,405,298 71,264,811
Number of employees 4,854 588 185 148 1,558 7,333 5,844 2,551 79 15,807

(1) Includes the activity of the subsidiary in Angola, considered ssoditinued operation;
(2) The amount considered for Angola in discontinued operations corresfmtigsbook value. The impact of capital allocation in segments bassfldsted in net interest income item;
(3) Includes financial assets held for trading, financial assel for trading at fair value through profit or loss, financial assetd kb maturity, financial assets available for sale, hedging

derivatives and assets with repurchase agreement.

Note: As at 31 December 2016, the goodwill disclosed in the financialnséates that is reflected in Mozambique is Euros 2 million and E@&gmillion in Other Portugal, as described in

note 30.
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Reconciliation of net income of reportable segments with the net result of the Group

Description of materially relevant reconciliation items:

Jun 2017 Jun 201¢
Euros '000 Euros '000
Net contribution:
Retail banking in Portugal 89,219 64,654
Companies, Corporate and Investment banking 38,612 (71,197)
Private Banking 12,742 11,001
Non-core business portfolio (77,706) (192,168)
Foreign business (continuing operations) (1) 132,693 135,213
Non-controlling interests (2) (51,417) (80,597)
144,143 (133,094)
Income from discontinued or discontinuing openagi¢3) - 36,806
144,143 (96,288)
Amounts not allocated to segments:
Interests of hybrid instruments (6,343) (32,801)
Net interest income of the bond portfolio 20,773 18,382
Interests written off 10,922 (930)
Own credit risk 1,781 10,641
Foreign exchange activity 14,882 12,065
Equity accounted earnings 19,333 34,763
Impairment and other provisions (4) (89,130) (155,178)
Operational costs (5) 23,719 (1,206)
Gains on sale of public debt 3,070 (4,725)
Mandatory contributions (57,862) (51,711)
Gains on the acquisition of Visa Europe by Visa [i¢ - 26,353
Gain arising from the sale of Banco Millennium Aleyo - 7,329
Taxes (6) 24,316 47,641
Others (7) (19,676) (11,586)
Total not allocated to segments (54,215) (100,963)
Consolidated net income 89,928 (197,251)

(1) The net contribution of the Foreign Business (continuing operations) segméardescin the first semester of 2016, the gain of Euros 64.6 million
arising from the sale of Visa Europe by Bank Millennium in Poland. The captionsGai the acquisition of Visa Europe by Visa Inc. only includes the
amount of Euros 26.4 million related to the gains obtained from the same operatiortugd?, as referred in note 7.

(2) Corresponds mainly to the income attributable to third parties relatién tubsidiaries in Poland, in Mozambique and in Angola.
(3) In 2016, includes the book value of the subsidiary in Angola considered as a discontinusgbap&oncerning Angola, only includes the figures of the
first three months of the year, since from May 2016 on, the contribution of the new dnengi¢y, Banco Millennium Atlantico, resulted from the merger

process of Banco Millennium in Angola with Banco Privado Atlantico sthiteing accounted using the equity method. It does not include the value of the
Other segment (Portugal).

(4) Includes provisions for property in kind and for funds specialized in the regamfdpans, administrative infractions, various contingencies and other
unallocated to business segments.

(5) Corresponds to costs related to the impacts arising from the revisibe @fdllective Labour Agreement and to restructuring costs .

(6) Includes deferred tax revenue, net of current non-segment tax expense, rramalkyeffect associated with the impacts of the previous items, agécul
based on a marginal tax rate.
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51. Risk Management

The Group is subject to several risks during the course of its business. Thefraakdifferent companies of the Group are managed centrally, in
coordination with the local departments and considering the specific riskstobeamness.

The Group's risk-management policy is designed to permanently ensure an adelgtiateship between its own funds and the business it develops, as well
as the corresponding evaluation of the risk/return profile by business line.

Under this scope, the monitoring and control of the main types of financial risksithwhe Group's business is subject to — credit, market, liquidity and
operational — is particularly relevant.

Main Types of Risk

Credit — Credit risk is associated with the degree of uncertainty of the tgeaturns as a result of the inability either of the borrower (and the guarintor,
any) or of the issuer of a security or of the counterparty to an agreement tdHelfilobligations.

Market — Market risk reflects the potential loss inherent in a given pdotld a result of changes in rates (interest and exchange) and/or in the prices of
various financial instruments that make up the portfolio, considering both theatowne that exist between these instruments and the respective vektiliti

Liquidity — Liquidity risk reflects the Group's inability to meet its obltgas at maturity without incurring in significant losses resulting from the
deterioration of the funding conditions (funding risk) and/or from the sale of its dsslets market value (market liquidity risk).

Operational — Operational risk consists in the potential losses resultingféilures or inadequacies in internal procedures, persons or systems,@ird als
the potential losses resulting from external events.

Internal Organisation

Banco Comercial Portugués Board of Directors is responsible for the definitiire afsk policy, including the approval of the principles and rules of the
highest level to be followed in risk management, as well as the guidelinegidgcthe allocation of capital to the business lines.

The Board of Directors, through the Audit Committee, ensures the existence of slagk@ontrol and of risk-management systems at Group level and for
each entity. The Board of Directors also approves the risk-tolerancedleseptable to the Group, proposed by its Executive Committee.

The Risk Committee is responsible for monitoring the overall levels of mskired, ensuring that these are compatible with the goals and strategies
approved for the business.

The Chief Risk Officer is responsible for the control of risks in all Groupt&dj for the identification of all risks to which the Group activity is expdsnd
for the proposal of measures to improve risks control. The Chief Risk Offiserensures that risks are monitored on an overall basis and that there is
alignment of concepts, practices and goals in risk management.

The activity of every entity included within the Banco Comercial Portugeésalidation perimeter is governed by the principles and decisions established
centrally by the Risk Committee and the main subsidiaries are providédRigk Office structures which are established in accordance withiske
inherent to their particular business. A Risk Control Commission has beermps#teach relevant subsidiary, responsible for the control of risks at local
level, in which the Chief Risk Officer takes part.

The Group Head of Compliance is responsible for implementing systems foraringithe compliance with legal obligations and responsibilities to which
the Bank is subject, as well, the prevention, monitoring and reporting of ristigamizational processes, which include, among others, the prevention and
repression of money laundering, combating financing of terrorism, prevention ofatemf interest, issues related to abuse of market and compliance with
the disclosure requirements to customers.

Risk assessment
Credit Risk

Credit granting is based on a prior classification of the customers’ ridkoa a thorough assessment of the level of protection provided by the underlying
collateral. In order to do so, a single risk-notation system has been introdihee&ating Master Scale, based on the expected probability of default,
allowing greater discrimination in the assessment of the customers aeddsttblishment of the hierarchies of the associated risk. The RatistgMicale

also identifies those customers that show a worsening credit capacity gpatticular, those classified as being in default. All rating and scorindels

used by the Group have been duly calibrated for the Rating Master Scaleprdtestion-level concept has been introduced as a crucial element of
evaluation of the effectiveness of the collateral in credit-riskgatton, leading to a more active collateralization of loans and to a tetgmuacy of pricing
regarding the risk incurred.
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The gross Group's exposure to credit risk (original exposure) is presented in theifgjltable:

Jun 2017 Dec 2016

Risk items Euros '000 Euros '000
Central Governments or Central Banks 12,184,035 10,351,072
Regional Governments or Local Authorities 774,669 763,620
Administrative and non-profit Organisations 555,476 765,626
Multilateral Development Banks 18,818 17,968
Other Credit Institutions 2,936,463 3,024,895
Retail and Corporate customers 58,746,372 59,364,139
Other items 10,334,338 13,889,468
85,550,171 88,176,788

Note: gross exposures of impairment and amortization, in accordance with the paucdemsolidation perimeter. Includes securitization positions.

The Bank of Portugal applied for a group of templates to evaluate the risk assbtahe loans portfolio and the calculation of the corresponding losses.
Methodological notes regarding the following categories:

a) Collaterals and Guarantees

On the risk evaluation of an operation or of a group of operations, the mitigatesnents of credit risk associated to those operations are considered in
accordance with the rules and internal procedures that fulfil the requiremhefited by the regulations in force, also reflecting the experience of the loans
recovery areas and the Legal Department opinions with respect to the emtiadfithe various mitigation instruments.

The collaterals and the relevant guarantees can be aggregated in the follewéggries:

- financial collaterals, real estate collaterals or other coll&era

- receivables;

- first demand guarantees, issued by banks or other entities with Risk Gradeffasron the Rating Master Scale;
- personal guarantees, when the persons are classified with Risk Gradetfegr be

- credit derivatives.

The financial collaterals accepted are those that are traded in a reedgtark exchange, i.e., on an organized secondary market, liquid and transparent,
with public bid-ask prices, located in countries of the European Union, UniteedsStipan, Canada, Hong Kong or Switzerland.

In this context, it is important to refer that the Bank’s shares are not actapténancial collaterals of new credit operations and are only accepteief
reinforcement of guarantees of existing credit operations, or in restructuneggs associated to credit recoveries.

Regarding guarantees and credit derivatives, the substitution principle iscApplreplacing the Risk Grade of the client by the Risk Grade of the guarantor,
if the Risk of Grade Degree of the guarantor is better than the client’s, when:

- State, Financial Institutions or Mutual Guarantee Societies guarantess exi
- personal guarantees (or, in the case of Leasing, an adhering contracting party)
- the mitigation is effective through credit derivatives.

An internal level of protection is attributed to all credit operations attioenent of the credit granting decision, considering the credit amount as well as the
value and type of the collaterals involved. The protection level cpards to the loss reduction in case of default that is linked to the various callate
types, considering their market value and the amount of the associated exposure.

In the case of financial collaterals, adjustments are made to the pooteeiue by the use of a set of haircuts, in order to reflect the price \ittatil the
financial instruments.

In the case of real estate mortgages, the initial appraisal of the rat# @atue is done during the credit analysis and decision process.

Either the initial evaluations or the subsequent reviews carried out are peddry external expert valuers and the ratification process is centratizbe
Appraisals Unit, which is independent of the clients’ areas.

There is always a written report, in a standardized digital format,cbase group of predefined methods that are aligned with the sector practicesreinc
replacement cost and/or market comparative - mentioning the obtained valuegtfothe market value and for purposes of the mortgage guarantee,
depending on the type of the real estate. The evaluations have a declardifizdtion of an expert valuer since 2008, as requested by Notice n.5/2007 of
Bank of Portugal and are ratified by the Appraisals Unit.

Regarding residential real estate, after the initial valuation anddardance with Notices n. 5/2006 and n.5/2007 of Bank of Portugal, the Bank monitors the
respective values through market indexes. If the index is lower than 0.9, the Baalkiates choosing one of the following three methods:

i) - depreciation of the property by direct application of the index, if the amount oweslrdieexceed 70% of the revised collateral;
i) - review based on recent reviews, geographically close, certifjeidternal expert;
iii) - review of the property value by external valuators, depending on the valleafrédit operation, and in accordance with established standards.

For all non-residential real estate, the Bank also monitors its values throegtet indexes and to the regular valuation reviews in accordance with the
Notice n.5/2007 of Bank of Portugal, in the case of offices, warehouses and indugneéses.
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For all real estate (residential or non-residential) for which the mongorésult in significant devaluation of the real estate value (more than,18%)
valuation review is subsequently carried out by an expert valuer.

For the remaining real estate (land, commercial real estate or caidé&yuildings for example) there are no market indexes available for the monitdring
appraisal values, after the initial valuations. Therefore, for thesescasd in accordance with the minimum periodicity established for the mamgtarid
reviewing of this type of real estate, valuation reviews are caoigdy expert valuers.

The indexes currently used are supplied to the Bank by an external speceititgdhat, for more than a decade, has been collecting and processingahe dat
upon which the indexes are built.

In the case of financial collaterals, their market value is daily andraatically updated, through the IT connection between the collaterals mansigeme
system and the relevant financial markets data.

b) Risk grades

Credit granting is based on the previous risk assessment of clients and asdgmmous assessment of the protection level provided by the underlying
collaterals. For this purpose, a single risk grading system is used - thegR\d&ster Scale - based on Probability of Default (PD), allowing for atgrea
discriminating power in clients assessment and for a better hierardhg efssociated risk. The Rating Master Scale also allows to idefigfyts that show
signs of degradation in their credit capacity and, in particular, those thateesified in a default situation. All rating systems and models useleb@toup
were calibrated for the Rating Master Scale.

Aiming at an adequate assessment of credit risk, the Group defined a setrofsegments and segments which are treated through different rating system
and models that relate the internal risk grades and the clients’ PD, ensuiislgassessment that considers the clients’ specific features is wrtheir
respectively risk profiles.

The assessment made by these rating systems and models result in thadéskafrthe Master Scale, that has fifteen grades, where the last threspooid
to relevant downgrades of the clients’ credit quality and are referred tpimgédural risk grades™ 13, 14 and 15, that correspond, in this order, to situations
of increased severity in terms default, as risk grade 15 is a Defausitigin.

The non-procedural risk grades are attributed by the rating systems through autdew@sion models or by the Rating Division — a unit which is
independent from the credit analysis and decision areas and bodies- and avedéygelated periodically or whenever this is justified by events.

The models within the various rating systems are regularly subject tdat@in, made by the Models Validation and Monitoring Office, which is
independent from the units that are responsible for the development and maintenancetirigheadels.

The conclusions of the validations by the Models Validation and Monitoring Offiseyell the respective recommendations and proposal for changes and/or
improvements, are analysed and ratified by a specific Validation AQtieencomposed in accordance to the type of model analysed. The proposals for
models’ changes originated by the Validation Committee are submitted to thevappf the Risk Committee.

¢) Impairment and Write-offs

In order to align with the international best practices in this area, taditcimpairment calculation within BCP Group integrates the general ptaxip
defined by IAS 39 and the guidelines issued by the Bank of Portugal through "CartdaC2¢2014 / DSP".

This process is based, as far as possible, on the concepts and the data usedlimecayiiements calculation according to the Internal Ratings Based
Approach (IRB), in order to maximize the synergies between the two pracesse

There are three components to be considered in impairment calculatiamdiaccto the risk of the customers' exposure and whether there is objective
evidence of impairment:

- Individual analysis for customers with high exposure and risk;

- Collective analysis for customers in default or considered at high risknohtded in individual analysis;

- Collective analysis of customers not in default, non-high risk or without enouigerese of impairment, as a result of individual analysis (IBNR - Incurred
But Not Reported component).

Customers in one of the following conditions are submitted to individual analysis:

Customers in default

i) Customers in insolvency or under legal proceedings provided that the total exposueegodtip's customers in these situations exceed Euros 1 million;
if) Customers rated “15” integrated in groups with exposure above Euros 5 million;

Customers not in default but with impairment indicators

iii) Customers rated “14” integrated in groups with exposure above Euros 5 million

Groups or Customers without impairment indicators

iv) Other customers integrating groups under the above conditions;

v) Groups or customers with exposure above Euros 5 million having restructuckts ened rated "13";

vi) Groups or Customers with exposure above Euros 10 million, provided that some preddeipairment soft signs exist;
vii) Groups or Customers not included in the preceding paragraphs, with exposure abes@&uarillion.
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Other customers, that do not meet the criteria above, will also be sohjetividual analysis if under the following conditions:

i) Have impairment as a result of the latest individual analysis; or
if) According to recent information, show a significant deterioration lnlegels; or
iii) are Special Vehicle Investment (SPV);

Individual analysis includes the following procedures:

- For customers without impairment signs, analysis of a set of financial dliffss indicators, in order to conclude if the customer has objective impairment
signs;

- For customers with impairment signs and for those in which objective evédefimpairment is identified in the above mentioned preliminary analigss,
estimation.

Customers included in individually analysis are subject to a regular pradessigning an expectation of recovery of the totality of their exposure and of the
expected period for such recovery, and the impairment value of each custbaed be supported, mainly in the prospects of receiving monetary, financial
or physical assets and in the forecasted period for those receipts.

This process is carried out by recovery areas or by the Credit Division, seddnyrtall the relevant elements for the calculation of impairment, incluiieg
following ones:

- economic and financial data, based on the most recent financial statem#érgsostomer;

- qualitative data, characterizing the customer's situation, partigwléth regard to the economic viability of the business;
- estimated cash flows for the clients on an ongoing basis;

- customers credit experience with the Bank and with the Financial System.

Each of the aforementioned units is responsible for assigning an expectation ecalary period to the exposures relating to clients subject to individual
analysis, which must be transmitted to the Risk Office in the contexteofegular process of collection of information, accompanied by detaileéigattin
of the impairment proposal.

The Risk Office is responsible for reviewing the information collected andcfarifying all identified inconsistencies, and it is the final decismnthe
client's impairment.

For the purpose of individual analysis, information on collaterals and guaranteesapl important role, mainly for real estate companies and whenever the
viability of the customer’s business is weak.

The Bank takes a conservative approach concerning collaterals, working witbteahat incorporate the risk of assets devaluation, the sale and maintenance
costs and the required time for sale.

For each client, the impairment is calculated as the difference betiheeexposure and the sum of the expected cash-flows of all the businesses, discounte
at the effective interest rate of each operation.

Credits to customers that are not individually analysed are grouped accorditigitorisk characteristics, and impairment is based on homogenous
populations, assuming a one-year emergence period (or loss identification period).

For the calculation of the impairment by homogeneous population is used the following do@uléctive impairment = EAD * PD * LGD.

in which EAD represents the client's credit exposure, PD represents the fitgbatba customer going into default in the period of recognition of the
loss and LGD represents the loss associated with a customer in defaudf itatki account the time of default.

For the calculation of PD, the homogeneous populations result from the following factors:

- Customer segment for rating purposes (according to the corresponding rating model);
- Risk bucket, depending on customer current status (different probabilities oftdeferespond to the several buckets).

For the calculation of LGD, the homogeneous populations result from the following factors

- Customer segment;
- Defaulted period;
- LTV (Loan to Value) for exposures collateralized by real estate.

LGD estimation is mainly based on the following components:

- a priori definition of the possible recovery scenarios;

- historical information about the Bank’s recovery processes, mainly adegaincurred losses and the probabilities associated to each of the mgcove
scenarios;

- direct and indirect costs associated to the recovery processes;

- discounted rate to be used in the discount of the cash-flows to the date of default;

- collaterals associated to each loan.

The criteria and the concepts underlying the definition of the above mentioned homogeneowsigupwre in line with the ones used for capital
requirements (IRB) purposes.

The results of the impairment calculation process are the subject of accountiagcordance with "Carta-Circular 15/2009" from the Bank of Portugal,
write-offs take place whenever there are no realistic expectations ofes¢ hence, when impairment reaches 100%, credits shall be considered as
uncollectible. However, even if a credit not yet has an impairment of 100% ksanbe classified as uncollectible, provided there are no recovery
expectations. It is noteworthy that all of the described procedures and method@aogissbject to internal regulations superiorly approved, concerning
impairment, credit granting and monitoring and non-performing credit treatment.
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Exposure Jun 2017

Performing loans

Non-performing loans

Total Of which Of which Of which

Exposure Total "cured" (a) restructured (b) Total restru ctured
Segment Euros '000 Euros '000 Euros '000 Euros '000 Euss000 Euros '000
Construction and CRE (¥) 6,507,391 4,800,562 34,752 540,796 1,706,829 638,722
Companies-Other Activities 20,320,347 18,664,605 131,999 942,216 1,655,742 673,835
Mortgage loans 23,838,868 22,679,889 174,063 633,782 1,158,979 331,017
Individuals - Others 4,752,501 4,122,633 8,926 140,838 629,868 243,384
Other loans 3,227,530 2,610,521 293 575,445 617,009 309,807
Total 58,646,637 52,878,210 350,033 2,833,077 5,768,427 2,196,765

Impairment Jun 2017
Total Performing  Non-performing
Impairment loans loans

Segmen Euros '00C Euros '00C Euros '00C
Construction and CRE (*) 984,585 200,243 784,342
Companies-Other Activities 1,206,331 398,580 807,751
Mortgage loans 288,088 48,212 239,876
Individuals - Others 458,244 92,153 366,091
Other loans 808,131 453,988 354,143
Total 3,745,379 1,193,176 2,552,203

(*) - CRE - Commercial real estate

(a) - Credits that have been in default for more than 90 days or have beeffiethasiCredit Risk and which, in the past 12 months, did not verify any of

these conditions;

(b) - Credits in which there have been changes in the contractual termsatedtlyy customer financial difficulties.

The following tables detail the exposures and impairment by segments, as ac8mli 2016. The data presented includes the irrevocable credit lines,

guarantees and commitments:

Exposure Dec 2016

Performing loans

Non-performing loans

Total Of which Of which Of which

Exposure Total "cured" (a) restructured (b) Total restru ctured
Segment Euros '000 Euros '000 Euros '000 Euros '000 Euss000 Euros '000
Construction and CRE 6,748,292 5,042,462 204,762 551,913 1,705,830 601,521
Companies-Other Activities 20,291,371 18,394,499 216,646 1,124,187 1,896,872 668,235
Mortgage loans 24,103,692 22,768,643 196,672 666,056 1,335,049 352,006
Individuals - Others 4,664,975 3,963,339 28,110 153,607 701,636 261,274
Other loans 2,971,136 2,501,615 76,775 381,303 469,521 299,469
Total 58,779,466 52,670,558 722,965 2,877,066 6,108,908 2,182,505

Impairment Dec 2016
Total Performing  Non-performing
Impairment loans loans

Segment Euros '000 Euros '000 Euros '000
Construction and CRE 968,978 198,499 770,479
Companies-Other Activities 1,462,086 512,074 950,012
Mortgage loans 316,314 49,844 266,470
Individuals - Others 513,351 93,196 420,155
Other loans 608,178 269,729 338,449
Total 3,868,907 1,123,342 2,745,565

(a) - Credits that have been in default for more than 90 days or have beefiiethasiCredit Risk and which, in the past 12 months, did not verify any of

these conditions;

(b) - Credits in which there have been changes in the contractual termsatedtlyy customer financial difficulties.
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The following tables include the detail of the exposure of non-performing loans and ingrairespectively by segment, as at 30 June 2017:

Exposure Jun 2017

Performing loans

Non-performing loans

Total Days past due <30 Days past due
Exposure Without evidence With evidence Total <=90 (*) 90
Segment Euros '000 Euros '000 Euros '000 Euros '000 Eusd000 Euros '000
Construction and CRE 6,507,391 3,781,766 939,004 4,720,770 534,295 1,172,534
Companies-Other Activities 20,320,347 16,353,178 1,189,766 17,542,944 270,320 1,385,422
Mortgage loans 23,838,868 22,046,832 450,829 22,497,661 77,235 1,081,744
Individuals - Others 4,752,501 3,924,494 148,010 4,072,504 103,577 526,292
Other loans 3,227,530 1,848,292 703,633 2,551,925 124,410 492,599
Total 58,646,637 47,954,562 3,431,242 51,385,804 1,109,837 4,658,591
Impairment Jun 2017
Performing loans Non-performing loans
Total Days pastdue  Days pastdue  Days past due Daysspdue
Impairment <30 between 30-90 <=90 (*) >90
Segment Euros '000 Euros '000 Euros '000 Euros '000 Euss000
Construction and CRE 984,585 196,211 4,032 224,427 559,915
Companies-Other Activities 1,206,331 299,254 99,327 109,614 698,136
Mortgage loans 288,088 38,948 9,264 14,113 225,763
Individuals - Others 458,244 77,126 15,028 34,908 331,182
Other loans 808,131 418,102 35,886 34,863 319,280
Total 3,745,379 1,029,641 163,537 417,925 2,134,276

(*) Credit with capital instalments or interest overdue for less than 90s,déyt for which there is evidence to justify its classification as
credit at risk, namely bankruptcy or liquidation of the debtor, among others.

The tables disclosed above do not include exposure related to performing loanssvidu@®etween 30 and 90 days.

The following tables include the detail of the exposure of non-performing loans and ingpairespectively by segment, as at 31 December 2016:

Exposure Dec 2016

Performing loans

Non-performing loans

Total Days past due <30 Days past due
Exposure Without evidence With evidence Total <=90 (*) 90
Segment Euros '000 Euros '000 Euros '000 Euros '000 Eusd000 Euros '000
Construction and CRE 6,748,292 4,060,773 896,062 4,956,835 563,519 1,142,312
Companies-Other Activities 20,291,371 15,693,300 1,893,076 17,586,376 333,054 1,563,818
Mortgage loans 24,103,692 22,058,813 519,822 22,578,635 71,029 1,264,020
Individuals - Others 4,664,975 3,721,530 176,385 3,897,915 110,511 591,125
Other loans 2,971,136 1,996,372 498,510 2,494,882 38,251 431,271
Total 58,779,466 47,530,788 3,983,855 51,514,643 1,116,364 4,992,546
Impairment Dec 2016
Performing loans Non-performing loans
Total Days pastdue  Days pastdue  Days past due Daysspdue
Impairment <30 between 30-90 <=90 >90
Segment Euros '000 Euros '000 Euros '000 Euros '000 Euss000
Construction and CRE 968,978 194,988 3,511 229,196 541,283
Companies-Other Activities 1,462,086 499,588 12,486 134,998 815,014
Mortgage loans 316,314 39,239 10,604 12,160 254,311
Individuals - Others 513,351 70,563 22,633 46,757 373,398
Other loans 608,178 269,212 516 14,614 323,836
Total 3,868,907 1,073,590 49,750 437,725 2,307,842

(*) Credit with capital instalments or interest overdue for less than 90s,déyt for which there is evidence to justify its classification as
credit at risk, namely bankruptcy or liquidation of the debtor, among others.

The tables disclosed above do not include exposure related to performing loanssvidu@®etween 30 and 90 days.
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As at 30 June 2017, the following table includes the loans portfolio by segment and ibgfygaduction (date of the beginning of the operations, in the
portfolio at the date of balance sheet - it does not include restructured loans):

Jun 2017
Construction Companies - Individuals -

Year of production and CRE Other Activities Mortgage loans Others Other loans Total
2006 and previous

Number of operations 12,577 23,982 230,797 467,094 572 735,022

Value (Euros '000) 900,650 2,784,756 8,763,291 467,016 72,847 12,988,560

Impairment constituted (Euros '000) 129,114 82,916 98,765 39,828 6,006 356,629
2007

Number of operations 2,124 3,988 72,160 82,967 102 161,341

Value (Euros '000) 296,079 934,261 3,957,054 122,604 129,588 5,439,586

Impairment constituted (Euros '000) 60,368 57,169 50,030 11,929 83,012 262,508
2008

Number of operations 2,565 4,954 52,586 93,550 134 153,789

Value (Euros '000) 545,786 743,984 3,066,613 127,292 81,124 4,564,799

Impairment constituted (Euros '000) 71,796 37,797 41,468 14,620 9,851 175,532
2009

Number of operations 2,555 4,294 20,865 84,977 114 112,805

Value (Euros '000) 317,034 760,933 1,073,965 99,762 96,099 2,347,793

Impairment constituted (Euros '000) 28,385 18,493 17,704 12,580 714 77,876
2010

Number of operations 2,444 5,095 22,791 111,261 155 141,746

Value (Euros '000) 335,286 473,947 1,185,073 118,401 77,288 2,189,995

Impairment constituted (Euros '000) 25,277 22,321 8,096 14,142 13,181 83,017
2011

Number of operations 2,390 7,107 14,932 127,383 155 151,967

Value (Euros '000) 249,654 690,717 715,450 142,476 30,068 1,828,365

Impairment constituted (Euros '000) 25,355 40,831 3,966 14,825 7,884 92,861
2012

Number of operations 2,369 8,966 12,175 134,955 180 158,645

Value (Euros '000) 241,372 727,131 529,322 135,659 33,500 1,666,984

Impairment constituted (Euros '000) 16,323 73,035 4,449 13,218 2,367 109,392
2013

Number of operations 3,286 13,276 12,797 178,819 334 208,512

Value (Euros '000) 274,254 1,151,986 612,461 249,271 403,820 2,691,792

Impairment constituted (Euros '000) 24,758 30,563 6,230 28,066 23,933 113,550
2014

Number of operations 3,788 19,758 9,386 205,589 452 238,973

Value (Euros '000) 389,897 1,664,205 512,098 377,083 320,318 3,263,601

Impairment constituted (Euros '000) 8,153 47,940 4,775 36,493 17,961 115,322
2015

Number of operations 4,993 26,117 10,859 282,307 711 324,987

Value (Euros '000) 390,835 2,645,569 691,803 693,186 410,654 4,832,047

Impairment constituted (Euros '000) 28,482 75,529 2,682 40,184 100,814 247,691
2016

Number of operations 5,475 33,892 14,704 306,583 915 361,569

Value (Euros '000) 666,999 3,079,743 990,464 1,013,405 442,865 6,193,476

Impairment constituted (Euros '000) 26,060 50,455 3,524 24,318 7,938 112,295
2017

Number of operations 5,434 91,475 11,930 162,098 1,157 272,094

Value (Euros '000) 612,350 2,918,294 854,936 739,738 248,914 5,374,232

Impairment constituted (Euros '000) 7,897 20,446 3,152 10,381 12,585 54,461
Total

Number of operations 50,000 242,904 485,982 2,237,583 4,981 3,021,450

Value (Euros '000) 5,220,196 18,575,526 22,952,530 4,285,893 2,347,085 53,381,230

Impairment constituted (Euros '000) 451,968 557,495 244,841 260,584 286,246 1,801,134
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As at 31 December 2016, the following table includes the loans portfolio by segment aeabgfyproduction (date of the beginning of the operations, in
the portfolio at the date of balance sheet - it does not include restructured loans):

Dec 2016
Construction Companies - Individuals -

Year of production and CRE Other Activities Mortgage loans Others Other loans Total
2006 and previous

Number of operations 13,954 27,200 238,932 495,381 612 776,079

Value (Euros '000) 987,187 2,950,498 9,274,646 510,746 93,713 13,816,790

Impairment constituted (Euros '000) 153,796 124,394 116,516 54,484 5,822 455,012
2007

Number of operations 2,510 4,937 74,381 89,737 105 171,670

Value (Euros '000) 340,607 988,410 4,139,184 138,278 133,037 5,739,516

Impairment constituted (Euros '000) 64,934 68,366 55,587 18,953 82,562 290,402
2008

Number of operations 3,068 5,871 53,873 101,624 119 164,555

Value (Euros '000) 584,715 852,956 3,217,980 142,400 128,754 4,926,805

Impairment constituted (Euros '000) 70,834 72,220 42,295 22,102 11,880 219,331
2009

Number of operations 3,040 5,011 21,614 92,642 123 122,430

Value (Euros '000) 345,427 860,420 1,130,253 111,509 124,445 2,572,054

Impairment constituted (Euros '000) 29,742 20,960 18,976 17,008 15,803 102,489
2010

Number of operations 2,881 5,868 23,711 122,176 159 154,795

Value (Euros '000) 418,951 498,879 1,230,618 123,635 92,606 2,364,689

Impairment constituted (Euros '000) 24,085 30,112 8,578 14,556 12,872 90,203
2011

Number of operations 2,820 8,792 15,503 139,078 155 166,348

Value (Euros '000) 263,864 731,191 732,335 145,005 30,794 1,903,189

Impairment constituted (Euros '000) 24,632 61,294 3,957 14,247 7,942 112,072
2012

Number of operations 2,705 10,805 12,688 146,103 221 172,522

Value (Euros '000) 248,257 872,458 538,325 144,676 48,516 1,852,232

Impairment constituted (Euros '000) 14,801 75,056 4,207 12,702 3,388 110,154
2013

Number of operations 3,854 16,364 13,289 192,661 405 226,573

Value (Euros '000) 326,763 1,261,752 633,521 288,250 473,537 2,983,823

Impairment constituted (Euros '000) 22,111 40,362 6,127 26,632 7,676 102,908
2014

Number of operations 4,242 22,475 9,756 226,808 559 263,840

Value (Euros '000) 401,286 2,020,901 529,641 438,920 348,371 3,739,119

Impairment constituted (Euros '000) 21,645 46,060 5,110 33,894 19,369 126,078
2015

Number of operations 5,267 27,642 11,119 306,969 840 351,837

Value (Euros '000) 591,962 3,054,775 719,689 785,720 384,592 5,536,738

Impairment constituted (Euros '000) 28,876 119,317 2,845 34,598 35,669 221,305
2016

Number of operations 7,913 60,938 13,618 300,805 2,028 385,302

Value (Euros '000) 883,234 4,173,631 1,008,641 1,298,497 732,708 8,096,711

Impairment constituted (Euros '000) 25,776 39,645 3,696 20,123 7,682 96,922
Total

Number of operations 52,254 195,903 488,484 2,213,984 5,326 2,955,951

Value (Euros '000) 5,392,253 18,265,871 23,154,833 4,127,636 2,591,073 53,531,666

Impairment constituted (Euros '000) 481,232 697,786 267,894 269,299 210,665 1,926,876

237



As at 30 June 2017, the following tables include the details of the loans portfolio stbjectividual and collective impairment by segment, sector and

BANCO COMERCIAL PORTUGUES
Notes to the Interim Condensed Consolidated Fimdi&tatements

30 June 2017

geography:
Jun 2017
Exposure Impairment
Individual Collective (*) Total Individual Collective To tal
Segment Euros '000 Euros '000 Euros '000 Euros '000 Euss000 Euros '000
Construction and CRE 2,202,490 4,304,901 6,507,391 814,982 169,603 984,585
Companies - Other Activities 2,625,547 17,694,800 20,320,347 958,445 247,886 1,206,331
Mortgage loans 62,548 23,776,320 23,838,868 22,170 265,918 288,088
Individuals - Others 113,172 4,639,329 4,752,501 56,223 402,021 458,244
Other loans 1,608,064 1,619,466 3,227,530 790,613 17,518 808,131
Total 6,611,821 52,034,816 58,646,637 2,642,433 1,102,946 3,745,379
Jun 2017
Exposure Impairment
Individual Collective (*) Total Individual Collective To tal
Sector Euros '000 Euros '000 Euros '000 Euros '000 Euro900 Euros '000
Loans to Individuals 168,055 26,980,695 27,148,750 74,713 625,092 699,805
Manufacturing 285,534 4,408,193 4,693,727 117,470 67,130 184,600
Construction 1,048,808 2,198,086 3,246,894 442,780 110,733 553,513
Commerce 185,845 4,657,575 4,843,420 80,707 132,485 213,192
Real Estate Promotion 580,973 680,583 1,261,556 177,657 13,063 190,720
Other Services 3,542,234 10,248,758 13,790,992 1,595,521 123,146 1,718,667
Other Activities 800,372 2,860,926 3,661,298 153,585 31,297 184,882
Total 6,611,821 52,034,816 58,646,637 2,642,433 1,102,946 3,745,379
Jun 2017
Exposure Impairment
Individual Collective (*) Total Individual Collective To tal
Geography Euros '000 Euros '000 Euros '000 Euros '000 Eos '000 Euros '000
Portugal 5,943,667 37,572,713 43,516,380 2,498,177 787,138 3,285,315
Mozambique 144,804 1,246,017 1,390,821 53,291 55,283 108,574
Poland 177,871 13,216,086 13,393,957 88,746 260,525 349,271
Switzerland 345,479 - 345,479 2,219 - 2,219
Total 6,611,821 52,034,816 58,646,637 2,642,433 1,102,946 3,745,379
As at 31 December 2016, the following table includes the details of the loans portibjecsto individual and collective impairment by segment:
Dec 2016
Exposure Impairment
Individual Collective (*) Total Individual Collective To tal
Segment Euros '000 Euros '000 Euros '000 Euros '000 Euss000 Euros '000
Construction and CRE 2,119,430 4,628,862 6,748,292 758,593 210,385 968,978
Companies - Other Activities 3,185,584 17,105,787 20,291,371 1,152,849 309,237 1,462,086
Mortgage loans 73,302 24,030,390 24,103,692 22,330 293,984 316,314
Individuals - Others 124,418 4,540,557 4,664,975 66,963 446,388 513,351
Other loans 1,303,921 1,667,215 2,971,136 585,872 22,306 608,178
Total 6,806,655 51,972,811 58,779,466 2,586,607 1,282,300 3,868,907

(*) The Collective Exposure column includes the credits under individual analgsig/tich the Group concluded that there is no objective evidence of
impairment, and therefore recognised as incurred but not reported losses) @BNReollective basis.
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As at 31 December 2016, the following tables include the details of the loans porfdject to individual and collective impairment, by sector and

geography:
Dec 2016
Exposure Impairment
Individual Collective (*) Total Individual Collective To tal
Sector Euros '000 Euros '000 Euros '000 Euros '000 Euro900 Euros '000
Loans to Individuals 189,387 27,089,364 27,278,751 85,368 684,960 770,328
Manufacturing 260,843 4,117,389 4,378,232 98,174 87,593 185,767
Construction 990,647 2,379,746 3,370,393 400,294 134,501 534,795
Commerce 192,188 4,576,106 4,768,294 67,719 171,453 239,172
Real Estate Promotion 572,232 749,161 1,321,393 158,805 12,299 171,104
Other Services 3,745,051 10,060,467 13,805,518 1,607,959 158,625 1,766,584
Other Activities 856,307 3,000,578 3,856,885 168,288 32,869 201,157
Total 6,806,655 51,972,811 58,779,466 2,586,607 1,282,300 3,868,907
Dec 2016
Exposure Impairment
Individual Collective (*) Total Individual Collective To tal
Geography Euros '000 Euros '000 Euros '000 Euros '000 Hos '000 Euros '000
Portugal 6,130,870 38,100,228 44,231,098 2,458,327 1,004,630 3,462,957
Mozambique 105,654 1,375,707 1,481,361 38,115 50,696 88,811
Poland 197,002 12,496,876 12,693,878 88,094 226,974 315,068
Switzerland 373,129 - 373,129 2,071 - 2,071
Total 6,806,655 51,972,811 58,779,466 2,586,607 1,282,300 3,868,907

(*) The Collective Exposure column includes the credits under individual asalgsiwhich the Group concluded that there is no objective evidence of
impairment, and therefore recognised as incurred but not reported losses) @BNRollective basis.

The following chart includes the entrances and the exits of the restructured lo#fiodiquor

Balance on 1 January

Transfers resulted from structure
Restructured loans in the period

changes (*)

Accrued interests of the restructured poufoli
Settlement restructured credits (partial ¢taljo
Reclassified loans from restructured to normal

Others

Balance at the end of the period

(*) Banco Millennium Angola, S.A.
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Jun 2017 Dec 2016
Euros '000 Euros '000
5,059,571 5,440,684
- (71,197)
483,075 888,271
33,048 7,383
(332,713) (684,603)
(133,256) (299,580)
(79,883) (221,387)
5,029,842 5,089,57
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As at 30 June 2017, the following table includes the fair value of the collateralsrfritetd by the value of the collateral) associated to the loans portfolio by
segments Construction and CRE, Companies - Other Activities and Mortgage loans

Jun 2017

Construction and

Commercial Real Estate Mortgage loans

Companies-Other Activities

Other

Other

Other

Fair Value Real Estate Collateral (*) Real Estate Collateral (*) Real Estate Collateral (*)
<05 M€

Number 8,839 6,224 11,949 53,772 396,222 448

Value (Euros '000) 978,967 166,924 1,592,557 1,330,804 43,114,623 22,965
>=0.5M€and <1 M€

Number 542 47 1,262 252 2,035 6

Value (Euros '000) 368,736 29,662 872,364 173,200 1,309,792 3,525
>=1 M€ and <5 ME

Number 396 42 1,012 255 279 1

Value (Euros '000) 786,099 77,348 2,004,555 503,438 413,976 1,829
>=5 M€ and < 10 M€

Number 56 1 110 24 3 -

Value (Euros '000) 374,315 5,182 756,005 183,426 15,390 -
>=10 M€ and < 20 M€

Number 35 3 71 15 - -

Value (Euros '000) 528,207 40,650 964,924 215,513 - -
>= 20 M€ and < 50 M€

Number 10 - 25 12 - -

Value (Euros '000) 288,648 - 806,695 307,435 - -
>=50 M€

Number 5 - 9 6 - -

Value (Euros '000) 308,071 - 871,935 985,733 - -
Total

Number 9,883 6,317 14,438 54,336 398,539 455

Value (Euros '000) 3,633,043 319,766 7,869,035 3,699,549 44,853,781 28,319

(*) Includes, namely, securities, deposits and fixed assets pledges.

As at 31 December 2016, the following table includes the fair value of the collatgrat limited by the value of the collateral) associated to the loans
portfolio by segments Construction and CRE, Companies - Other Activities antdydye loans:
Dec 2016

Construction and

Commercial Real Estatt Mortgage loans

Companies - Other Activities

Other

Other

Other

Fair Value Real Estate Collateral (*) Real Estate Collateral (*) Real Estate Collateral (*)
<0.5 M€

Number 9,122 6,118 11,425 50,211 406,843 447

Value (Euros '000) 1,037,511 101,234 1,576,589 549,682 44,361,715 22,468
>=0.5M€and <1 M€

Number 582 48 1,233 254 2,048 4

Value (Euros '000) 390,326 26,845 858,829 140,359 1,317,158 2,506
>=1M€and <5 M€

Number 417 44 1,055 223 274 1

Value (Euros '000) 804,227 55,103 2,069,466 367,380 407,943 1,824
>=5 M€ and < 10 M€

Number 52 3 110 18 6 -

Value (Euros '000) 314,635 6,148 745,492 120,051 32,022 -
>=10 M€ and < 20 M€

Number 41 3 72 11 2 -

Value (Euros '000) 586,963 15,950 987,617 151,649 26,807 -
>= 20 M€ and < 50 M€

Number 11 - 25 12 - -

Value (Euros '000) 339,336 - 834,071 310,046 - -
>=50 M€

Number 3 - 9 5 - -

Value (Euros '000) 221,017 - 763,086 913,612 - -
Total

Number 10,228 6,216 13,929 50,734 409,173 452

Value (Euros '000) 3,694,015 205,280 7,835,150 2,552,779 46,145,645 26,798

(*) Includes, namely, securities, deposits anddigassets pledges.
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As at 30 June 2017, the following table includes the LTV ratio by segments Constractib@ommercial Real Estate (CRE), Companies - Other Activities
and Mortgage loans:

Jun 2017
Performing  Non-performing
Number loans loans Impairment

Segment/Ratio of properties Euros '000 Euros '000 Euro®00
Construction and CRE

Without associated collateral n.a. 2,577,958 616,627 347,833

<60% 9,843 624,891 59,919 29,527

>=60% and <80% 2,887 263,731 117,068 30,061

>=80% and <100% 2,599 427,388 123,966 71,608

>=100% 39,564 906,594 789,249 505,556
Companies - Other Activities

Without associated collateral n.a. 13,291,050 833,387 604,298

<60% 41,667 1,719,684 109,770 111,393

>=60% and <80% 14,894 1,155,763 97,773 59,057

>=80% and <100% 11,744 804,411 167,998 76,882

>=100% 7,856 1,693,697 446,814 354,701
Mortgage loans

Without associated collateral n.a. 232,822 12,035 9,050

<60% 261,599 8,557,441 134,255 21,904

>=60% and <80% 138,809 7,578,246 171,567 20,966

>=80% and <100% 77,247 4,290,615 253,106 33,663

>=100% 37,735 2,020,766 588,015 202,505

As at 31 December 2016, the following table includes the LTV ratio by segmamistfiction and Commercial Real Estate (CRE), Companies - Other
Activities and Mortgage loans:

Dec 2016
Performing  Non-performing
Number loans loans Impairment

Segment/Ratio of properties Euros '000 Euros '000 Euro®00
Construction and CRE

Without associated collateral n.a. 2,623,640 572,377 335,981

<60% 9,440 651,488 62,593 31,177

>=60% and <80% 3,558 376,367 148,279 48,787

>=80% and <100% 2,290 432,887 92,814 68,083

>=100% 39,362 958,081 829,766 484,950
Companies - Other Activities

Without associated collateral n.a. 12,993,008 1,062,494 707,851

<60% 36,660 1,830,677 115,842 105,523

>=60% and <80% 13,370 1,075,359 101,104 58,065

>=80% and <100% 10,516 697,979 122,288 48,271

>=100% 8,500 1,797,476 495,144 542,376
Mortgage loans

Without associated collateral n.a. 80,268 8,283 6,719

<60% 257,170 8,287,300 143,948 20,873

>=60% and <80% 137,791 7,462,388 185,475 18,938

>=80% and <100% 81,980 4,520,200 291,601 34,685

>=100% 43,992 2,418,488 705,741 235,099
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As at 30 June 2017, the following table includes the fair value and the accounting nebf/tliegroperties arising from recovered loans, by asset and aging:

Jun 2017
Assets belong to
Assets arising from investments funds and
recovered loans results (note 27) real estate comges (note 27) Total
Value Value Value
of the asset Book value of the asset Book value of theset Book value

Asset Euros '000 Euros '000 Euros '000 Euros '000 Eurad800 Euros '000
Land

Urban 611,570 547,300 337,430 337,430 949,000 884,730

Rural 15,975 12,890 4,247 4,247 20,222 17,137
Buildings in development

Commercials 6,542 5,443 44,631 44,631 51,173 50,074

Mortgage loans 66,639 59,192 - - 66,639 59,192

Others 739 739 - - 739 739
Constructed buildings

Commercials 432,049 377,219 41,146 41,146 473,195 418,365

Mortgage loans 733,582 639,630 20,956 20,956 754,538 660,586

Others 2,340 2,250 6,601 6,601 8,941 8,851
Others - - 3,929 3,929 3,929 3,929
Total 1,869,436 1,644,663 458,940 458,940 2,328,376 2,103,603

As at 30 June 2017, the following table includes the accounting net value of the propesiigg faom recovered loans, by aging:

Jun 2017
Past due since the lieu / execution
>=1lyearand >=2,5years and

Number <1 year <2,5years <5 years >=5 years Total

Asset of properties Euros '000 Euros '000 Euros '000 Euws '000 Euros '000
Land

Urban 2,250 185,870 294,736 148,826 255,298 884,730

Rural 213 8,169 5,547 1,334 2,087 17,137
Buildings in development

Commercials 73 81 191 47,877 1,925 50,074

Mortgage loans 460 3,276 30,666 15,099 10,151 59,192

Others 2 - 677 - 62 739
Constructed buildings

Commercials 2,121 97,581 43,515 165,402 111,866 418,364

Mortgage loans 7,582 326,811 202,011 79,966 51,799 660,587

Others 19 1,950 182 5,124 1,595 8,851
Others 3 - 3,929 - - 3,929
Total 12,723 623,738 581,454 463,628 434,783 2,103,603
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As at 31 December 20186, the following table includes the fair value and the accourtivejueof the properties arising from recovered loans, by asset and
aging:

Dec 2016
Assets belong to
Assets arising from investments funds and
recovered loans results (note 27) real estate comges (note 27) Total
Value Value Value
of the asset Book value of the asset Book value of theset Book value

Asset Euros '000 Euros '000 Euros '000 Euros '000 Eurd800 Euros '000
Land

Urban 652,374 574,518 400,618 400,618 1,052,992 975,136

Rural 15,523 12,021 - - 15,523 12,021
Buildings in development

Commercials - - 44,634 44,634 44,634 44,634

Others 674 674 - - 674 674
Constructed buildings

Commercials 239,084 207,589 41,855 41,855 280,939 249,444

Mortgage loans 749,929 649,284 24,417 24,417 774,346 673,701

Others 178,912 150,934 6,643 6,643 185,555 157,577
Others - - 3,817 3,817 3,817 3,817
Total 1,836,496 1,595,020 521,984 521,984 2,358,480 2,117,004

As at 31 December 2016, the following table includes accounting net value of the prepeigiag from recovered loans, by aging:

Dec 2016
Past due since the lieu / execution
>=1lyearand >=2.5 years and

Number <1 year <2.5years <5 years >=5 years Total

Asset of properties Euros '000 Euros '000 Euros '000 Ews '000 Euros '000
Land

Urban 2,358 271,988 212,774 142,385 347,989 975,136

Rural 188 7,209 1,527 920 2,365 12,021
Buildings in development

Commercials 2 - - - 44,634 44,634

Others 2 617 - - 57 674
Constructed buildings

Commercials 1,695 33,848 65,991 79,047 70,558 249,444

Mortgage loans 7,609 343,610 178,169 79,199 72,723 673,701

Others 406 18,082 26,612 65,203 47,680 157,577
Others 3 - - - 3,817 3,817
Total 12,263 675,354 485,073 366,754 589,823 2,117,004
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As at 30 June 2017, the following table includes the distribution of the loans portfolio byedegfraternal risk, attributable in Portugal and Poland:

Jun 2017
Segments Euros '000
Construction Companies Individuals

Degrees of risk and CRE Other Activities Mortgage loas Others Other loans Total
Higher quality

1 - 6 - - - 6

2 2,622 29,447 4,212,678 380,013 35 4,624,795

3 14,481 755,232 5,869,346 148,002 450 6,787,511

4 66,585 2,009,694 3,304,773 471,316 26,520 5,878,888

5 126,663 1,718,719 2,281,922 521,981 289,124 4,938,409

6 382,547 2,627,824 1,565,213 484,082 11,776 5,071,442
Average quality

7 290,588 1,841,864 1,076,126 477,885 100,947 3,787,410

8 341,965 2,155,793 752,747 414,223 77,008 3,741,736

9 320,960 1,603,406 764,845 294,366 127,830 3,111,407
Lower quality

10 723,396 1,034,199 556,626 179,520 203,065 2,696,806

11 185,982 620,200 436,103 135,235 8,434 1,385,954

12 552,223 1,717,077 896,541 233,585 144,881 3,544,307
Procedural

13 56,344 69,875 177,094 46,190 1,450 350,953

14 38,030 103,135 83,591 27,966 10,540 263,262

15 2,507,879 2,877,379 1,676,071 723,206 1,144,119 8,928,654
Not classified (without degree of risk) 356,323 1,142,552 168,704 35,382 95,836 1,798,797
Total 5,966,588 20,306,402 23,822,380 4,572,952 2,242,015 56,910,337

As at 31 December 2016, the following table includes the distribution of the loans potifoliegrees of internal risk, attributable in Portugal and Poland:

Dec 2016
Segments Euros '000
Construction Companies Individuals

Degrees of risk and CRE Other Activities Mortgage loas Others Other loans Total
Higher quality

1 - 2 - - - 2

2 2,033 19,519 4,018,844 341,842 - 4,382,238

3 3,281 119,768 2,599,096 98,061 361 2,820,567

4 45,395 1,594,023 5,259,247 230,697 14,699 7,144,061

5 146,495 1,510,764 3,119,117 697,564 313,173 5,787,113

6 381,357 2,539,932 1,900,010 517,556 22,233 5,361,088
Average quality

7 220,504 1,708,236 1,481,423 523,515 97,764 4,031,442

8 349,773 2,397,122 899,127 366,992 50,565 4,063,579

9 338,060 1,731,824 768,276 290,138 161,730 3,290,028
Lower quality

10 672,034 978,908 686,832 193,492 200,950 2,732,216

11 208,538 532,768 377,493 113,588 14,080 1,246,467

12 864,728 1,655,436 625,830 156,357 78,252 3,380,603
Procedural

13 19,964 66,622 175,318 53,030 - 314,934

14 31,403 110,015 96,273 32,841 55 270,587

15 2,500,535 3,516,179 1,908,378 815,257 832,366 9,572,715
Not classified (without degree of risk) 391,079 1,788,807 167,208 33,454 146,788 2,527,336
Total 6,175,179 20,269,925 24,082,472 4,464,384 1,933,016 56,924,976
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Credit concentration risk

The Group’s policy relating to the identification, measurement and evatuafithe concentration risk in credit risk is defined and described in the datume
Credit Principles and Guidelines, approved by the Bank’s management body. Thig gymilies to all Group entities by the transposition of the respective
definitions and requirements into the internal rulings of each entity.

Through the document mentioned above, the Group defined the following guidelines raatiegcbntrol and management of credit concentration risk:

- The monitoring of the concentration risk and the follow-up of major risks is maderaup level, based on the concept of "Economic Groups" and “Groups
of Clients”;

- A “Group of Clients” is a group of clients (individuals or companies) relatedrg themselves, that represent a single entity from a credit risk stamdpoi
as follows: if one of those clients is affected by adverse financial camditit is likely that another client (or all the clients) of that group also expeeg
difficulties in servicing their debts;

- The relations between clients that originate “Groups of Clients”: the dbnparticipation in an economic group, the evidence that there is a control
relationship (direct or indirect) between clients (including an individuaistrol over a company) or the existence of a significant business interdependence
between clients that cannot be altered in a near future;

- So as to control the concentration risk and limit the exposure to this rigke tire soft limits defined in view of the own funds (consolidated or for each
entity of the Group);

- The Risk Office has, validates and monitors a centralised informatimeeps relating to concentration risk, with the participation of all the Geoenptities.

The definition of the concentration limits mentioned above takes into consioletthi specific situation of the Group’s credit portfolio in what concerns the
respective concentration and observing best market practices.

Besides, the definition of concentration limits (more specifically theess types of limits established) also identifies the types of concemtrask deemed
relevant. The definition of the concentration limits of the Group takes into acedutypes of credit concentration risk defined by in force regulations. The
control of these limits considers:

- Two types of “major exposures”, at Group level and at the level of each Gttity;e

- That the basis used to define major exposures and to estimate the limés\afithe concentration is the own funds level (consolidated or individual, at the
level of each Group entity);

- That the concentration is measured, in case of direct exposures, in ternieesposures (EAD x LGD, assuming that PD=1) relating to a counterparty or a
group of counterparties;

- That concentration limits are defined for major exposures as a whole, for mxgjosures at Group’s level or for major exposures of each entity;
- Sectorial limits and limits for country-risk are also defined.

Concerning the monitoring of the concentration risk, the Bank's management body @Rigki@ommission are regularly informed on the evolution of the
concentration limits and on major risks.

Thus, the quantification of the concentration risk in credit exposures (direttindirect) involves, firstly, the identification of specific concation and
major exposure cases and the comparison of the exposure values in question versusftinel®Vavels expressed in percentages that are compared with the
pre-defined concentration limits. For such, Risk Office uses a databasedinexposures (the risk Datamart), regularly updated by the Group’s systems

It is also foreseen in the document mentioned above that if a certain Bmékéeeded, that fact must be specifically reported to the members of the
management body by the Credit Department and by the Risk Office, beingefiat mccompanied by a remedy proposal. Usually, the remedies proposed
will imply the reduction of the net exposure to the counterparties in question.

The control and management of concentration risk represent for the Group one of thpilfaes of its risk mitigation strategy. It is in this context — and,
particularly in credit risk — that the Group is making an ongoing monitoring ofmiatieor effective risk concentration events adopting, whenever justified,
the preventive (or corrective) measures deemed necessary.

The continuity of the measures aiming at the progressive reduction of the conicentfatredit in the major individual debtors - either by decreasing the
credit exposure or increasing the collaterals provided in the credit opesati should also be highlighted. Moreover, we must also emphasise the
reinforcement of the prudential criteria in the analysis and decision-malifigancing proposals, particularly in what concerns the mitigation of settor
concentration.
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As at 30 June 2017, the tables of control of creglitcentration are as follows:

Economic

Major risks Limit groups
Major exposures - Group Max 75% of COF
Portugal 60.9% 28
Major exposures - by entity Max 75% of EOF
Portugal 60.9% 28
Poland 8.2% 4
" Hot spots' Weight over COF
30 largest exposures Max 50% of COF 62.1%
Exposures to shareholders with at least

0.5% of share capital Max 20% of COF 9.2%
Counterparties Limit (as a % of COF) Largest net exposures (*) COF

cele) 4 104
Very low risk: 25%; Low risk: Treasury Country A (Very low risk): 4.1%;

Sovereign o ) L. 7 0 Treasury Country B (Low risk): 0.4%;
10%; Medium or worse risk: 7.5% Sovereign Entity A (Low risk): 0.3%
Medium or worse risk (10 largest exposures): 0.4%
el 100/ il B0/
Banks (*) Vea;gﬁasgr' jv(;r/ ;;:;’;’(”25'(50/5 "' Bank A: 2.6%; Bank B: 0.8%; Bank C: 0.7%; Bank D:
eI 0.7%; Bank E: 0.6%; Bank F: 0.5%; Bank G: 0.5%;
Bank H: 0.5%; Bank I: 0.4%; Bank J: 0.4%
) Client Group A: 4.3% ; Client Group B: 4.0%;
0,
Other counterparties 5% Client Group C: 4.0%; Client Group D: 3.6%
Portfolios Limit (as a % of OF) Largest net exposures (*) / C®& (or EOF)

Medium or worse risk: 4.5%

Very low risk: 40% of COF; Low
Country risk risk: 20% of COF; Medium or wor:
risk: 10% of COF

Country A: 5.1% ; Country B: 4.1% ; Country C:
3.1% ; Country D: 3.0% ; Country E: 2.3% ; Coyntr
F: 2.2% ; Country G: 1.6% ; Country H: 1.4% ;
Country I: 1.1% ; Country J: 0.6%

Portugal: Construction 20.1%; Commerce and repairs
15.5%; Financial activities and insurance 13.6%

il 0,
Sector risk 40% of EOF Poland: Commerce and repairs 28.1%; Transport

and storage 13.3%; Financial activities and instgan
10.3%

(*) LGD x EAD (considering LGD = 45% in the casesated by STD)
(**) Not considering institution in which the Groumas a financial stake
COF = Consolidated Own Funds. EOF = Entity's Owndsu
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Market risk

Market risks consist in losses that may occur as a result of changes inint¢esst or exchange rates) and / or in the prices of different financial instrisn
considering not only the correlations between them but also their volatilities.

For the purposes of profitability analysis and market risk quantification anddptite following management areas are defined for each entity of the Group:

- Trading - Management of positions whose objective is the achievement of shuorig&éns, through sale or revaluation. These positions are actively
managed, tradable without restriction and may be valued frequently and tgufiéhe positions in question include securities and derivatives of sales
activities;

- Funding - Management of institutional funding (wholesale funding) and money market pgsitions

- Investment: Management of all the positions in securities to be held tarityafor for a longer period of time) or positions which are not tradable on liquid
markets;

- Commercial: Management of positions arising from commercial activitly @ustomers;

- Structural: Management of balance sheet items or operations which, due toahei, are not directly related to any of the management areas ceferre
above; and

- ALM: Assets and Liabilities management.

The definition of these areas allows for an effective separation of #agnty and banking portfolios management, as well as for a proper allocation of each
operation to the most appropriate management area, according to its contexaegy/st

In order to ensure that the risk levels incurred in the different portfoliob@iGroup comply with the predefined levels of tolerance to risk, various marke
risks limits are established, at least yearly, being applicabld moetfolios of the risk management areas over which the risks are incideas€eTlimits are
monitored on a daily basis (or intra-daily, in the case of financial markstte Risk Office.

Stop Loss limits are also defined for the financial markets areasdmseultiples of the risk limits defined for those areas, aimed at lgithe maximum
losses that might occur. When these limits are reached, a review of tteggteand of the assumptions relative to the management of the positions in question
is mandatory.

Trading book market risks (Positions allocated to the Trading Management Area and ndficafigcto the accounting Trading Book)

The Group uses an integrated market risk measurement that allows footti®rimg all of the risk subtypes that are considered relevant. This merasat
includes the assessment of the following types of risk: general risk, speisk, non-linear risk and commodity risk. Each risk subtype is measured
individually using an appropriate risk model and the integrated measurementt isdiaithe measurements of each subtype without considering any kind of
diversification between the four subtypes (worst-case scenario approach).

For the daily measurement of general market risk (relative to inteaéstrisk, exchange rate risk, equity risk and price risk of credit defadpsyva VaR
(value-at-risk) model is used, considering a time horizon of 10 business days ignifiaance level of 99%.

For non-linear risk, an internally-developed methodology is applied, replgatie effect that the main non-linear elements of options might have in P&L
results of the different portfolios in which these are included, similarlwhat is considered by the VaR methodology, using the same time horizon and
significance level.

Specific and commodity risks are measured through standard methodologies defthedapplicable regulations, with an appropriate change of the time
horizon considered.

The following table presents the values at risk for the trading book between 30 Junar®D3T December 2016, as measured by the above methodologies,
which registered moderate levels along the first semester of 2017:

Euros '000
Jun 2017 Average Maximum Minimum Dec 2016
Generic Risk (VaR) 1,005 2,631 4,133 1,005 289
Interest Rate Risk 807 2,470 4,031 807 53,8
FX Risk 454 827 551 454 354
Equity Risk 26 269 a7 26 37
Diversification effects 282 935 497 282 325
Specific Risk 555 514 11,026 - 273 440
Non Linear Risk 13 11 67 1 8
Commodities Risk 17 19 24 15 16
Global Risk 1,590 3,174 4,734 1,590 4,385

In order to check the appropriateness of the internal VaR model to the assesdntieatrisks involved in the positions held, several validations are
conducted over time, of different scopes and frequency, which include back tekgngstimation of the effects of diversification and the analysis of the
comprehensiveness of the risk factors.

As a complement to the VaR assessment, the Group continuously tests a broadfratiges scenarios analysing the respective results with a view to
identify risk concentrations that have not been captured by the VaR model andpdtst,for other possible dimensions of loss.
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Interest rate risk

The interest rate risk derived from Banking Book operations is ass#sseajh a process of risk sensitivity analysis, undertaken every month, mgadthe
operations included in the Group's consolidated Balance Sheet and discriminatgublsyre currency.

Variations of market interest rates influence the Group's net interest eyduoth in the short term and medium/long term, affecting its economic alae
long term perspective. The main risk factors arise from the repricisgnatich of portfolio positions (repricing risk) and from the risk of variatiommarket
interest rates (yield curve risk). Besides this, but with less imphete is the risk of unequal variations in different reference rates tivttsame repricing
period (basis risk).

In order to identify the exposure of the Group's banking book to these risks, the mugitdrihe interest rate risk takes into consideration the financial
characteristics of each of the relevant contracts, with the respestivected cash-flows (principal and interest, without the spread componentlbdtrigc
costs for liquidity, capital, operational and other) being projected accorditigetoepricing dates, thus calculating the impact on economic value resulting
from alternative scenarios of change of market interest rate curves.

The interest rate sensitivity of the balance sheet, by currency, is adduds the difference between the present value of the interest ratatofigiiscounted
at market interest rates and the discounted value of the same cash flavlatisighparallel shifts of the market interest rates.

The following tables show the expected impact on the banking book economic value oélpstrits of the yield curve by +/- 100 and +/- 200 basis points,
for each of the main currencies in which the Group holds material positions:

Jun 2017 Euros '000
Currency - 200 bp - 100 bp + 100 bp + 200 bp
CHF 3,556 3,556 5,012 9,937
EUR (4,696) (8,494) 68,465 134,071
PLN 2,498 1,124 (853) (1,459)
uUsD (14,001) (7,757) 7,499 14,758
TOTAL (12,643) (11,571) 80,123 157,307
Dec 2016 Euros '000
Currency - 200 bp -100 bp + 100 bp + 200 bp
CHF 3,662 3,662 4,929 9,774
EUR 12,055 18,765 79,381 156,355
PLN 19,346 9,639 (8,953) (17,274)
uUsD 9,198 (8,630) 8,448 40,601
TOTAL 44,261 23,436 83,805 189,456

Decrease in rates scenario, limited to non-negative rates (whiciesrgffective variations of lesser amplitude than 100 bp, especially itestpariods).

As described in accounting policy 1 b), the financial statements of the Graupssdgaries and associates residing abroad are prepared in their functional
currency and translated into Euros at the end of each financial period. Thergerates used for the conversion of balance sheet foreign currency amounts
are the ECB reference rates at the end of each period. In foreign currenegrsion of results, are calculated average exchange rates accordigy to t
closing exchange rates of each month of the year. The rates used by the Groufobogvas

Average exchange rates
(Income statement)

Closing exchange rates
(Balance sheet)

Currency Jun 2017 Dec 2016 Jun 2017 Dec 2016
AOA 189.1600 174.8900 181.7892 179.4808
BRL 3.7780 3.4305 3.4674 4.1424
CHF 1.0923 1.0739 1.0754 1.1004
MOP 9.1685 8.4204 9.1685 8.8719
MZN 68.6870 75.3100 71.8837 58.6550
PLN 4.2252 4.4103 4.2604 4.3788
usb 1.1403 1.0541 1.0893 1.1127

Foreign exchange and equity risk in the banking book
The exchange rate risk of the banking book is transferred internally to the Tragi@adTaeasury), in accordance with the risk specialisation modelfed

by the Group for the management of the exchange rate risk of the Balance Sheet. Theesxfmexchange rate risk that are not included in this transfer —
the financial holdings in subsidiaries, in foreign currency - are hedged on dyasse basis through market operations.
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As at 30th of June 2017, the Group’s financial holdings in USD, CHF and PLN were fully e@gea consolidated basis, these hedges are identified, in
accounting terms, as ‘Net investment hedges’, in accordance with the IFR&alature. On an individual basis, for entities which have financial holdings
with exchange rate risk, hedge accounting is also carried out, in this case tlrttamjhValue Hedge’ methodology.

Regarding equity risk, the Group maintains a series of equity positions of a smeadired low risk in the investment portfolio, which are not held for trading
purposes. The management of these positions is carried out by a specific are@afupewith the respective risk being controlled on a daily basis, through
the indicators and limits defined for market risks.

As at 30 June 2017, the information of net investments, considered by the Group iortqaitial hedging strategies on subsidiaries and on hedging
instruments used, is as follows:

Jun 2017
Net Hedging Net Hedging
Investment instruments Investment instruments
Company Currency Currency '000  Currency '000 Euros '000 Euros '000
Banque Privée BCP (Suisse) S.A. CHF 81,189 81,189 3284, 74,328
Millennium bcp Bank & Trust USsD 340,000 340,000 2991 298,167
BCP Finance Bank, Ltd. usD 561,000 561,000 491,976 1,9%%
BCP Finance Company uUsD 1 1 1 1
bcp holdings (usa), Inc. UsD 44,734 44,734 39,230 230,
Bank Millennium, S.A. PLN 2,570,017 2,570,017 608,259 608,259

The information on the gains and losses in exchange rates on the loans to coverestenémts in foreign institutions, accounted for as exchange
differences, is presented in the statement of changes in equity. The tivefifiess generated in the hedging operations is recognised in the statement of
income, as referred in the accounting policy 1 e).

The transfer to Portugal of funds, including dividends, which are owed by BCP'sd&rfes or associates in third countries, particularly outside the
European Union, are, by their nature, subject to the exchange restrictions anolsctmit are in force at any time in the country of subsidiaries or
associates. In particular, as regards Angola and Mozambique, countriescimtiveiGroup holds a minority investment in Banco Millennium Angola and a
majority investment in BIM - Banco Internacional de Mogambique, being tise @d, export of foreign currency requires prior authorization of the
competent authorities, which depends, namely, on the availability of foreidraege by the central bank of each country. At the date of preparation of this
report, there are no outstanding amounts due to the aforementioned requirements.

Liquidity risk

Evaluation of the Group’s liquidity risk is carried out using indicators defingthle supervisory authorities on a regular basis and other internal metrics fo
which exposure limits are also defined.

The evolution of the Group’s liquidity situation for short-term time horizons (up toddiths) is reviewed daily on the basis of two indicators defined in-
house, immediate liquidity and quarterly liquidity. These measure the maximndaitéking requirements that could arise on a single day, considering the
cash-flow projections for periods of 3 days and of 3 months, respectively.

Calculation of these indicators involves adding to the liquidity position of the day weigysis the estimated future cash flows for each day of the
respective time horizon (3 days or 3 months) for the transactions as a whole birblyetee markets areas, including the transactions with customers of the
Corporate and Private networks that, for their dimension, have to be quoted byattiegrRoom. The amount of assets in the Bank’s securities portfolio
considered highly liquid is added to the calculated value, leading to deteiomred the liquidity gap accumulated for each day of the period under review.

In parallel, the evolution of the Group’s liquidity position is calculated aegular basis identifying all the factors that justify the variations tieaur. This
analysis is submitted to the Capital and Assets and Liabilities CtteenfCALCO) for appraisal, in order to enable the decision making that teaithe
maintenance of financing conditions adequate to the continuation of the business.

In addition, the Risks Commission is responsible for controlling the liquidity. ks control is reinforced with the monthly execution of stress tests, to
characterize the Bank's risk profile and to ensure that the Group and easlsualbsidiaries, fulfil its obligations in the event of a liquidity crisifieEe tests
are also used to support the liquidity contingency plan and management decisions.

In the first semester of 2017, there was a reduction of Euros 1,335,011,000 in the wholesalg fengirements on a consolidated basis for which
contributed the capital increase (Euros 1,350,000,000) and the reduction of the commerdéralPgafugal (Euros 1,411,280,000), which effects were
partially counterbalanced by the net increase of the securities portfolios byxapptely Euros 1,400,000,000.

The reduction in liquidity needs was accompanied by the change in the finanailetuse through the repayment of the remaining portion of the CoCos
(Euros 700,000,000), the amortization of MTN (Euros 328,200,000), the increase in the use of repasdal (Euros 758,415,000, for a balance of Euros
3,076,462,000) and the reduction of collateralized funding with the ECB (in Euros 870,000,000, to Eurgd00,000 corresponding to the balance of the
of the targeted longer-term refinancing operations (T LTRO)).It should be noteththeemaining issue of mortgage bonds placed in the market, amortized
in June, was refinanced by a new issue of Euros 1,000,000,000 in the same instrumentmatitirigy of 5 years, marking the return of the Bank to
medium-long term debt markets about three years after the market placemevtdf msue, amortized in February 2017.

In net terms, the funding requirements with the ECB were reduced by Euros 798,552,000sfcemtizr 2016 to Euros 3,637,740,000.
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The accentuated decrease in net funding with the Eurosystem allowed the $emody increase its liquidity buffer by Euros 741,260,000 compared to
December 2016, for a total of Euros 8,355,061,000. The amount of the portfolio of ECB eligibleassktble for discount, as at 30 June 2017, which is
the basis to the liquidity buffer calculation does not consider: i) the colldtesxcess to the covered bond program which, under the form of an issue to be
retained as eligible collateral, would allow its increase by an amouritlest Euros 1,000,000,000 after haircuts, assuming the use of the valuation criteria
of the ECB concerning the other retained issues: ii) a Treasury Bills partbéllUSD 600,000,000. In case of consideration of this amount, the liquidity
buffer as at 30 June 2017, amounts to Euros 9,876,015,000, more Euros 762,214,000 than the balance as at 312D&6ewite an amount also
calculated on a pro-forma basis and compared).

The eligible pool of assets for funding operations in the European Central Bank and etiteal®anks in Europe, net of haircuts, is detailed as follows:

Jun 2017 Dec 2016

Euros '000 Euros '000
European Central Bank 7,724,715 8,592,234
Other Central Banks - 3,204,850
7,724,715 11,797,084

As at 30 June 2017, the amount discounted in the European Central Bank amounted to Euros 4,000,00D@&{B&r 2016: Euros 4,870,000,000). As

at 30 June 2017 and 31 December 2016 no amounts were discounted in Other Central Bank®ourtieofeligible assets for funding operations in the
European Central Banks includes securities issued by SPEs concerning zgamithperations in which the assets were not derecognised at a consolidated
level. Therefore, the respective securities are not recognised indtgties portfolio.

The evolution of the ECB’s Monetary Policy Pool, the net borrows at the ECB and ligiidifer is analysed as follows:

Jun 2017 Dec 2016
Euros '000 Euros '000
Collateral eligible for ECB, after hairsut

The pool of ECB monetary policy (i) 47215 8,592,234
Outside the pool of ECB monetary policy 4,268,087 3,457,859
11,992,802 12,050,093
Net borrowing at the ECB (ii) 3,637,740 4,436,292
Liquidity buffer (iii) 8,355,062 7,613,801

(i) Corresponds to the amount reported in COLMS (Bank of Portugal application).

(ii) Includes, as at 30 June 2017, the value of funding with the ECB net of deposits atkeoBRortugal (Euros 373,716,000) and other liquidity of the
Eurosystem (Euros 325,335,000), plus the minimum cash reserve (Euros 336,791,000).

(iii) Collateral eligible for the ECB, after haircuts, less net borronanghe ECB.

Liquidity coverage ratio

The Basel Committee published the definition of the Liquidity Coverage Rat@R{Lin 2014, and the Delegated Act by the European Commission was
adopted in early October 2015, which introduced new metrics and calculatieniaimplemented in the European Union against CRD IV / CRR. The
adoption of the new framework defines a minimum requirement of 80% for this ratibebgrtd of 2017 and 100% as at 1 January 2018. The LCR ratio of
the BCP Group comfortably stood above 100% as at 30 June 2017, supported by highly liquid afdetspoirvalue compatible with prudent management
of the Group's short-term liquidity.

Net stable funding ratio
The definition of the Net stable funding ratio (NSFR) was approved by the Bameimittee in October 2014. The regulatory requirement will enter into
force from January 2018. As regards this ratio, the Group presents a stablénfinbase obtained by the high weight of customer deposits into the funding

structure, by collateralized financing and medium and long-term institsnehich allowed that the levels of stable financing ratio establighddne 2017
exceeded 100%.
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According to the Notice n.°28/2014 of the Bank of Portugal, which focuses on the guidance oftipe&h Banking Authority on disclosure of encumbered
assets and unencumbered assets (EBA/GL/2014/3), and taking into accouebthenendation made by the European Systemic Risk Board, the following
information regarding the assets and collaterals, with reference tor@02D17 and 31 December 2016, is presented as follows:

Jun 2017
Carrying Carrying
amount of Fair value of amount of Fair value of
encumbered encumbered unencumbered unencumbered
assets assets assets assets
Assets Euros '000 Euros '000 Euros '000 Euros '000
Assets of the reporting institution 14,359,209 n/a 59,135,559 n/a
of which:
Equity instruments - - 2,006,374 2,006,374
Debt securities 2,140,777 2,140,777 12,170,228 12,161,631
Other assets 295,199 n/a 8,586,702 n/a
Dec 2016
Carrying Carrying
amount of Fair value of amount of Fair value of
encumbered encumbered  unencumbered unencumbered
assets assets assets assets
Assets Euros '000 Euros '000 Euros '000 Euros '000
Assets of the reporting institution 14,164,516 n/a 57,496,393 n/a
of which:
Equity instruments - - 1,920,821 1,920,821
Debt securities 1,894,589 1,894,589 10,402,545 10,385,168
Other assets - n/a 8,950,882 n/a

Fair value of encumbered
collateral received or own debt
securities issued

Fair value of collateral received
or own debt securities issued
available for encumbrance

Jun 2017 Dec 2016 Jun 2017 Dec 2016
Collateral received Euros '000 Euros '000 Euros '000 Euros '000
Collateral received by the reporting institution - - - -
Equity instruments - - - -
Debt securities 580,330 179,046 15,423 21,280

Other assets

Own debt securities issued other than own coveoed$or ABSs - -

Carrying amount of selected
financial liabilities

Jun 2017 Dec 2016
Encumbered assets, encumbered collateral receivedé@matching liabilities Euros '000 Euros '000
Matching liabilities, contingent liabilities andaeities lent 9,549,497 9,591,662
Assets, collateral received and own debt secuiiggsed
other than covered bonds and ABSs encumbered 13,406,355 13,752,482

The encumbered assets are mostly related to collateralized finantiparticular the ECB's, repo transactions, issuance of covered bonds amitizseon
programs. The types of assets used as collateral of these financing ti@msact divided into portfolios of loans to clients, supporting securitization anagr
and covered bonds issues, whether placed outside the Group, whether to improve the pbatesbtwith the ECB, and Portuguese sovereign debt, which

collateralize repo transactions in the money market. The funding raisedHi®i&B is collateralized by Portuguese public debt and bonds issues of the public
sector entities.

The balance other assets in the amount of Euros 8,586,702,000 (31 December 2016: Euros 8,950,882,000) althoughradeaceimiwstly related to the

Group's activity, namely: investments in associates and subsiditaiggible fixed assets and investment property, intangible assets, assetsated with
derivatives and deferred tax assets and current taxes.

The amounts presented in these tables correspond to the position as at 30 June 201D exnmaher 2016 and reflect the high level of collateralisation of the

wholesale funding of the Group. The buffer of eligible assets for the ECB, afteutsiless net borrowing at the ECB, as at 30 June 2017 amounts to Euros
8,355,061,000 (31 December 2016: Euros 7,613,801,000 ).
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Operational Risk

The approach to operational risk management is based on the business pracasgstind an end-to-end processes structure, both for business and business
support processes. Process management is the responsibility of the Pracess,Qvho are the first parties responsible for the risks assessmentrand f
strengthening the performance within the scope of their processes. Process @renegsponsible for the updating of all of the relevant documentation
concerning the processes, for ensuring the effective adequacy of all of thegxisttrols through direct supervision or by delegation on the departments
responsible for the controls in question, for coordinating and taking part in the Bfkassessment exercises and for detecting improvement opportunities
and implementing improvements, including mitigating measures for the mosficigniexposures.

Within the operational risk model implemented in the Group, there is a sysStepracess of capturing data on operational losses that systematically
characterizes the loss events in terms of their causes and effeats.tih@aanalysis of the historical information and its relationships, procéseelving
greater risk are identified and mitigation measures are launched toeréukicritical exposures.

Covenants

The contractual terms of instruments of wholesale funding encompass obligationsedsbyrentities belonging to the Group as debtors or issuers,
concerning general duties of societary conduct, maintenance of banking activitiyeamexistence of special guarantees constituted for the benefit of other
creditors (“negative pledge”). These terms reflect essentially #relatds internationally adopted for each type of instrument.

The terms of the Group’s participation in securitization operations involiigpwn assets are subject to mandatory changes in case the Group stops
respecting certain rating criteria. The criteria establishecaghéransaction results mainly from the existing risk analysis at theanbthat the transaction

was set, being these methodologies usually applied by each rating agendgmuardised way to all the securitization transactions involving the sgmee

of assets.

Regarding the Covered Bond Programs of Banco Comercial Portugués and Bancodinknwe Imobiliario that are currently underway, there are no
relevant covenants related to a possible downgrade of BCP.

Solvency

The Group’s own funds are determined according to the established regulatiparticular, according to Directive 2013/36/EU and Regulation (EU)
575/2013, approved by the European Parliament and the Council (CRD IV / CRR), and BaPadwdgal Notice No0.6/2013.

Total capital includes tier 1 and tier 2. Tier 1 comprises common equit{ (€ET1) and additional tier 1.

Common equity tier 1 includes: (i) paid-up capital, share premium, hybriduiments subscribed by the Portuguese State within the scope of the Bank’s
recapitalization process and not reimbursed, reserves and retainatgsand non-controlling interests; ii) and deductions related to own sharesard |

to finance the acquisition of shares of the Bank, the shortfall of value adjustraedtprovisions to expected losses concerning-wisighted exposure
amounts calculated according to the IRB approach and goodwill and other intangiéte. &eserves and retained earnings are adjusted by the reversal of
unrealised gains and losses on cash-flow hedge transactions and on finabitisé$iaralued at fair value through profits and losses, to the extent deate

own credit risk. The minority interests are only eligible up to the amount of thee®s capital requirements attributable to the minorities. In addition, the
deferred tax assets arising from unused tax losses carried forveadiducted, as well as the deferred tax assets arising from temporangdés relying

on the future profitability and the interests held in financial institutiond &surers of at least 10%, in this case only in the amount that exceeds the
thresholds of 10% and 15% of the common equity tier 1, when analysed on an individual arghtegjteasis, respectively.

Additional tier 1 comprises preference shares and hybrid instruments thadrapiant with the issue conditions established in the Regulation and minority
interests related to minimum additional capital requirements of ingtitetihat are not totally owned by the Group.

Tier 2 includes the subordinated debt that is compliant with the Regulation anditiogityninterests related to minimum total capital requirements of
institutions that are not totally owned by the Group. Additionally, Tier 2 instruskeld in financial institutions and insurers of at least 10% are deducted.

The legislation in force stipulates a transitional period between the owdsfgalculated under national law until 31 December 2013, and own funds
estimated according to EU law, in order to exclude some elements previmusdidered (phase-out) and include new elements (phase-in). The transitional
period for the majority of the elements will last until the end of 2017, with theeption of the deferred tax already recorded on the balance sheet of 1
January 2014, and the subordinated debt and all the hybrid instruments not eligible tormsn&ccording to the new regulation, that have a longer period
ending in 2023 and 2021, respectively.

CRD IVICRR establishes Pilar 1 capital requirements of 4.5%, 6% and 8%HEdrLCTier 1 and Total Capital, respectively. However, under SREP ,
European Central Bank notified BCP about the need to comply with phased-talaagios, during 2017, of 8.15% (CET1), 9.65% (Tier 1) and 11.65%
(Total), including 2.4% of additional Pilar 2 requirements and 1.25% of capital coniservauffer. The Bank meets all the requirements and other
recommendations emanating from the supervision in this matter.

The Group has adopted the methodologies based on internal rating models (IRB) fdctitetica of capital requirements for credit and counterparty risk,
covering a substantial part of both its retail portfolio in Portugal and Poladdta corporate portfolio in Portugal. The Group has adopted the advanced
approach (internal model) for the coverage of trading portfolio’s general masketind for exchange rate risks generated in exposures in the perimeter
centrally managed from Portugal, and the standard method was used for the pwpoperating risk coverage. The capital requirements of the other
portfolios/geographies were calculated using the standardised approach.
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The own funds and the capital requirements determined according to the CRDR\f2Rased-in) methodologies previously referred, are the following:

Jun 2017 Dec 2016
Euros '00C Euros '00C
Common equity tier 1 (CET1)
Share capital 5,600,738 4,268,818
Share Premium 16,471 16,471
Ordinary own shares (76) (2,880)
Other capital (State aid) - 700,000
Reserves and retained earnings 268,158 36,875
Minority interests eligible to CET1 510,196 654,488
Regulatory adjustments to CET1 (1,442,331) (799,737)
4,953,156 4,874,035
Tier 1
Capital Instruments 10,393 10,629
Minority interests eligible to AT1 42,069 -
Regulatory adjustments (52,462) (10,629)
4,953,156 4,874,035
Tier 2
Subordinated debt 355,617 403,491
Minority interests eligible to CET1 180,440 126,963
Others (135,861) (147,152)
400,196 383,302
Total own funds 5,353,352 5,257,337
RWA - Risk weighted assets
Credit risk 33,870,402 35,007,882
Market risk 840,619 675,498
Operational risk 3,260,661 3,260,661
CVA 175,180 215,749
38,146,862 39,159,790
Capital ratios
CET1 13.0% 12.4%
Tier 1 13.0% 12.4%
Tier 2 1.0% 1.0%
14.0% 13.4%

53. Accounting standards recently issued with mandaty application in future financial years

1 - IFRS 9 implementation strategy

IFRS 9 - Financial Instruments was endorsed by EU in November 2016 andintonferce for periods beginning on or after 1 January 2018. IFRS 9 will
replace IAS 39 - Financial Instruments: Recognition and Measurement angrawlide new requirements in accounting for financial instruments with
significant changes specifically regarding impairment requirements. Ferréaison it is a standard that has been subject to a detailed and complex
implementation process that has involved all the key stakeholders in order tostamdithe impacts but also the changes in processes, governance and
business strategy that may imply.

The requirements provided by IFRS 9 are applied retrospectively by adjusé@rapening balance at the date of initial application.

Banco Comercial Portugués (‘Group’) has been working on this process since 2016 arfitstistage, the work developed was on the identification of
changes required regarding accounting classifications and credit risk mgrgimodels and also on the criation and development of a governance structure
that meets the requirements and challenges that arise from IFRS 9 andiitestly in a phase of final implementation, improvement and automation of
processes.

Within this scope the Group set up a Steering Committee that is responsilihe feey decisions regarding IFRS 9 requirements and for monitoring the status
of the process of analysis and implementation of this new standard. The mainnaemarinvolved in the project are Risk-Office, Planning, Treasury,
Operations, Accounting Department, Credit Departments and IT Departmgrhdl Audit division and the Independent validation unit take also part of the
project, namely in the component of its validation.
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Regarding IFRS 9 implementation process the Grolapted a set of procedures that act like riskgatton factors for a complex project.

Risks Mitigation

- Design, approval and implementation of governance moaletife new Classification &

. Measurement and Impairment processes, establiséagroles and responsibilities;
Ensure that the new processes to be designed and . . .
implemented during the IFRS 9 both for C&M and - Meetings and IFRS 9 workshops with the departments ingbinethe process to create an

Impairment work in a business as usual environment awareness about the topic;

- Preparation of several areas teams in order to be able tatbaanous and to carry out the
necessary tasks in the scope of IFRS 9 implementas business as usual.
- Minutes of the Steering Committees;
- Documentation of the assumptions and decisions takenrdiega Classification &
Traceability / audit trail of the assumptions atetisions Measurement at the transition date;
to be taken during the IFRS 9 implementation - Documentation of the assumptions and decisions takenrdiegga Impairment at the
transition date;
- Backup of the SPPI & benchmark tests performed,;

- Internal efforts in order to achieve a concefighanent;

Concepts comparability - Efforts to achieve full alignment with the requirementsi guidelines issued by the different
regulatory and supervisory boards;
- Definition of internal owners by type of infornan;

Data quality - Process of revision of the key information;
- Involvement of independent review.

2 - The project’'s main phases and milestones

During 2016 the Group started its implementation process for IFRS with thetolgi®f adopting IFRS 9 from 1 January 2018. The plan for implementation
was divided in 4 main stages:

- Training and preliminary analysis: a preliminary diagnosis was undertakéetermine the main impacts arising from application of IFRS 9 by the Group
This sessions also included various workshops with different departments cogcBusiness models, Solely Payment of Principal and Interest (‘SPPI’)
criteria, impairment methodology (including Significant decrease of cresitariteria, forward looking) both in Portugal and abroad.

- Operational, accounting and disclosure analysis: this stage was desigmertbion a detailed analysis of the differences between the accountingpesci
of IAS 39 and IFRS 9 and the related technical implications. Given the @xitypland scope of some of the matters, various specialized teams wene set
and the Group requirements in terms of IT were determined.

- Conversion plan: a detailed conversion plan was prepared including the actiofoplT systems.

- Implementation: during this stage the various processes will be subjedtaftges and testing, including conversion of the financial information and
reporting processes at Group level (management information, budget, prudentiadatiéor, ICAAP, ILAAP and stress testing). This stage includes the
testing and parallel run of the processes and systems as well as theidatiemof the transitional adjustments to be accounted for as at 1 January 2018.

The Group is currently working on the implementation phase. Design and developmsetgse@ompleted and included some key milestones, namely:

- Design of an operational model that allows an alignment with IFRS 9 requitsnivecluding the definition of functional requirements;
- Set up a training plan for the staff that will deal on a daily basis withSFRrequirements;
- Identification of the adjustment on IT applications required in order to comfily the new standard.

Group’s main focus following the implementation stage relates to theesffig of all the process ensuring that the model performs in a business as usual
environment. The Group will run several simulations to assess how the modelp&rfbhis includes a parallel run for impairment calculation under IFRS 9
requirements which allow a comparison with the results of the internalaiions performed during the project of IFRS 9 implementation, starting in 3@ Jun
2017.

Considering the current status of the process and the issues already idemtifigdsent on the following paragraphs information regarding the key changes
in the different areas:

Classification of financial instruments

IFRS 9 brings major changes to how financial instruments are classified. Thenadel for classifying financial assets is more principles-based andresqui
taking into account not only the business model for the management of the financiabagsgt® the characteristics of contractual cash flows of these assets
(SPPI criteria). Financial assets will be consequently measuredatised cost, at fair value through other comprehensive income or at fair tratuegh

profit and loss depending on the business model that is applied but also on their spfeificteristics.

In order to classify the financial assets in accordance with IFRS 9 andaly 2018, the Group has reviewed the financial assets in the Group’s portfthlio wi
the objective of determining and allocating groups of financial assets to the ajpedmisiness model on the basis of the assessment of the applied way of
managing the financial asset portfolios by:

- identifying and analysing the contractual terms of financial assetsyifwattause the financial assets to fail the SPPI criterion.

- reviewing and assessing relevant and objective qualitative data whiglhave an impact on allocating financial asset portfolios to the appropridtesbss
model (such as, e.g.: how the particular financial assets are managed inc¢haljogtification of the sales of the financial assets from certain gmsfthat
occurred in the past);
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- reviewing and assessing relevant and objective quantitative data wlaghhave an impact on allocating financial asset portfolios to the appropriate
business model (e.g. the value of sales of the financial assets from certdoligothat occurred in previous reporting periods and the frequency of those
sales);

- analysing the expectations regarding the value and frequency of future salesefitaim portfolios.

Regarding the securities portfolio the Group does not expect significant changesappiiesd method of the classification and measurement of financial
assets that could have a significant impact on the balance sheet and / or thes@esufi: Regarding credit portfolio the analysis performed allow to
conclude that the majority of the contracts meet with SPPI criteria andftireramortized cost can be maintained as measurement criteria fofirrrntial
assets. However, given their characteristics, there is a residtaf contracts that will need to be reclassified for fair value throughtpand loss because

the contractual terms of the loan give rise to cash flows that are not solatygmas of principal and interest on the principal amount outstanding. Based on
the current stage of analysis (final conclusions are not made yet), the Groupsetk@ag¢hese changes could affect a residual percentage of the portfolio.

With regard to business models assessment, the Group performed an asfatysient portfolios sales history whose results allow the Group to maintain th
current business models. Therefore and considering the current strategy, bosidesswill be maintained.

Impairment of financial assets

The main changes provided by IFRS 9 are related impairment requiremieR$.9 introduces a new model for impairment estimative based on expected
losses while the model under IAS 39 is based on incurred losses.

IFRS 9 impairment model is applicable to all financial assets valuethattised cost, to debt instruments valued at fair value through other compirghens
income, and to contingent risks and commitments not valued at fair value.

Within the scope of the IFRS 9 implementation project, the Group is working on thratap®lization of a new methodology of loss allowance calculation
as well as on enforcement of the appropriate modifications in IT systems andsses used by the Group. In particular, the work is focused on designing
processes and tools and performing a detailed estimation of the impact oPIEBR$he level of loss allowance, in a current perspective. In methodological
terms, the respective adjustments to PD, LGD, EAD and CC were madéentorrefletct the requirements of the new standart in terms of estiexgiected
credit losses and defining details of the stage allocation criteria anating expectations regarding future macroeconomic outlook in the estimation of loss
allowance levels.

It should be underlined that, the implementation of the new standard requires tloatpplof more complex credit risk models of greater predictive atslitie
which require a significantly broader set of source data than the currently dyppdigels.

Probability of default (“PD”), loss given default (“LGD”) and exposure at déif§’EAD”) are used as main components to measure expected credit.losses
As an approved bank in terms of internal models (IRB) in regulatory terms, hatduses in the risk management, the Bank enjoys the already existing
capacities in terms of information, IT structure and governance, for esbimaf these new parameters. Under IFRS 9, allowance for credit risk lesses
affected by several characteristics namely the expected balamigfaalit and the related amortization profile as well as the expeceedflithe financial
asset. The allowance for credit losses for each stage will also be tieaphyg forecasts of economic conditions once these forecasts are used @tiagtim
expected credit losses. For calculate lifetime expected credit |dbge&roup derive the corresponding lifetime PDs that reflect the economiagise To
classify a financial asset as Stage 3 must be identified one or more evantsgresent adverse impact on the estimated future cash flows.

Impairment estimation methodology
Financial instruments subject to impairment will be divided into three sthgeed on its level of credit risk as follow:

- Stage 1: there has been no significant increase in risk since its imitiagnition. In this case, the value correction will reflect expected tlestes arising
from defaults over the 12 months from the reporting date.

- Stage 2: financial instruments that are considered to have experiencgdfiant increase in credit risk since initial recognition but the impairhhas not
materialised. In this case, the value correction for losses wikecethe expected losses from defaults over the residual life of the finansteiment. For
determine the existence of a significant increase in credit risk will ke iteto account not only quantitative indicators, namely indicators relateeit cisk
management, but also qualitative variables.

- Stage 3: financial instruments for which there is objective evidence ofiimpat in sequence of events that result in a loss. In this case, the amouet of th
value correction will reflect the expected losses for credit risk dverepected residual life of the financial instrument.

The assessment of credit risk and quantification of expected loss for exaits is required to be unbiased and probability-weighted and should take into
account all available information that are considered relevant namelymafamn regarding past events, current conditions and forecasts of economic
conditions and the time value of money.

Forward-looking information

Once allowance for credit losses will be based on forward-looking informdiE&®8 9 will lead to an increase in subjectivity. The forward-looking
information mentioned takes into account the evaluation of future macro-eéoonditions which are monitored in a continuous basis and that are also
used fo management and internal planning.

Credit losses are defined as the expected contractual cash-flows netteosger the estimated life of the financial instrument, discounted at tigeati
interest rate. Following this definition, expected credit losses corresparedit losses determined by considering future economic conditions.

Impairment registration

The main change brought by IFRS 9 is related to assets measured at fairhralught other comprehensive income. For these assets, the changes in fair
value due to expected credit losses will be recorded at profit and loss.
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Hedge accounting

IFRS 9 provides a new model that aims to align accounting with the economic heclgenting which will allow the Group to have a wider range of
instruments covered, risks covered and hedge instruments (derivatives asmtrivatives). The new requirements align hedge accounting with risk
management and take an objective approach to the hedge accounting, simplifyingehefeerdge accounting model. The standard requires a deeper scrutiny
of the effects on financial statements and on the Group’s risk manageméeeggtihe Group expect to maintain IAS 39 hedge accounting model.

54. Contingent liabilities and other commitments
In accordance with accounting policy 1 (z), the main contingent liabilitiesodimer commitments under IAS 37 are as follows:

1. In 2012, the Portuguese Competition Authority initiated an administrative @dowe relating to competition restrictive practices. During the ingetibns,
on 6 March 2013, several searches were conducted to the Bank’s premiseB aastovat least 8 other credit institutions, where documentation wasdsiiz
order to check for signs of privileged commercial information in the Portuguedeérigamarket.

The Portuguese Competition Authority has declared that the administrativeqalings are to stay under judicial secrecy, once it considered that thesister
dealt with in the investigation, as well as the parties’ rights, would not bepatible with the publicity of the process.

The Bank received on 2 June 2015, the notice of an illicit act issued by the Gtopétuthority relating to the administrative offence proceedings nr.
2012/9, and was charged of taking part in the exchange of information amongst Banks ofé¢he igfating to pricing already approved and mortgage and
consumption loan operations already approved or granted. Concerning the charges brouvatd, filre Bank will present its reply to the notice and
afterwards, if need be, will present its legal objections. We must point outathmaitice of an illicit act does not imply the making of a final decision
concerning the proceedings. If the Competition Authority were to issue a convitim®ank could be sentenced to pay a fine within the limits set forth by
the law, which foresees a maximum amount equivalent to 10% of the consolidated amnogét registered in the year prior to the making of the decision.
Notwithstanding, such a decision may be contested in court. The proceedings wezadad by the Competition Authority until the legal decision of the
various pending interlocutory appeals.

In October 2016, the Lisbon Court of Appeal overruled the decision of the Competitegyl&ion and Supervision Court which had decided for the
proceedings to be suspended.The Bank appealed to the Constitutional Court on this s@hiei@enstitutional Court denied the appeal and the decision
became final.

On 4 July 2017, the Competition Authority notified the Bank on the decision regardegithdrawal of the suspension concerning the access to documents
deemed as confidential and of the extension of the term for the making of a decisioa itiicit act for more 40 days. The Bank will now present its reply.

2. On 20 October 2014, Bank Millennium Poland was notified of a class action agaénBank that aims to assess the "illicit" gains of the Bank taking into
account certain clauses in mortgage loan agreements indexed in CHF. On Z®Maythe Regional Court of Warsaw dismissed the proceedings. On 3 July
2015 the Claimant filed an appeal against this decision, and the Court of Appeal upheldpeal by refusing the dismissal of the claim. On 31 March 2016
the Regional Court in Warsaw issued a decision dismissing Banktion for a security deposit to secure litigation costs. Bank Millenniled fin appeal on

this decision on 6 April 2016, which was denied by the Court of Appeal on 13 July 2016.

On 17 February 2016 the Claimant filed a submission with the Regional Court isaWaextending the claim again by a further 1,041 group members. The
Bank has not yet been notified of this submission. On 2 August 2016 the Regional Court saWViasued a decision ordering the publication of an
announcement in the press concerning the commencement of group action proceedings.

Following the Bank’s motion to repeal this decision, the Court suspended its eox@dotit, on 8 August 2016, it issued another decision for the case to be
heard in group action proceedings. On 31 August 2016 the Bank appealed against thendé&risilé December 2016 the Court of Appeal in Warsaw
overruled decision of the Regional Court for the case to be heard in group aaticeegings and referred the request for the case to be heard in group action
proceedings to the Regional Court for re-examination. At a hearing on 15 March 2017dgloa&eCourt issued decision for the case to be heard in group
action proceedings. On 18 April 2017 the Bank filed an appeal against the aboveudgecisrently the date of reviewing the case by the the Court of Appeal
in Warsaw has not been scheduled yet. On 30 June 2017 the Claimant filed a sutbmifis the Regional Court in Warsaw, extending the claim again by
further 676 group members. The new value of the subject matter of the dispute waseithdisatpprox. PLN 132.7 million (Euros 31 million, including the
values provided in the statement of claim and the previous submissions conaextengion of the claim dated 4 March 2015 and 17 February 2016). The
submission dated 30 June 2017 extending the claim has not yet been served on the Ban&ls couns

On 3 December 2015 the Bank received notice of a class action lawsuit lodgedjtop@ of 454 borrowers represented by the Municipal Consumer
Ombudsman in Olsztyn pertaining to low down payment insurance used with Chifexéd mortgage loans. The plaintiffs demand the payment of the
amount of PLN 3.5 million (Euros 0.83 millions) claiming for some clauses of thecaggats pertaining to low down payment insurance to be declared null
and void. On 3 March 2016 the Bank filed the response to the lawsuit demandingniisshit The first court hearing took place on 13 September 2016 and
the court issued the decision on the admissibility of the class action indhés On 16 February 2017, the Court of Appeal denied the appeal brought forward
by the Bank and the previous sentence became definitive. On 30 March 2017 the R€giamén Warsaw dismissed Bank’s motion to oblige the plaintiff to
provide security for costs of proceedings. On 10 April 2017 Bank filed a complaitfitete@Court of Appeal in Warsaw against the decision dismissing the
motion to provide security.

3. On 28 December 2015 and 5 April 2016, Bank Millennium was notified of two casas iy clients (PCZ SA and Europejska Fundacja Wsp6tpracy
Polsko - Belgijskiej / European Foundation for Polish-Belgian Cooperation (EBYYRn the amount of PLN 150 million (Euros 35.5 million) and of PLN
521.9 million Euros 123.5 million) respectively. The authors allege in theiripesithat Bank Millennium misrepresented certain contractual clauseshwhi
determined the maturity of the credits, causing losses to the Authors. Aateoisthe Warsaw Regional Court is awaited. As regards the case brought by
PCZ, the Wroctaw Regional Court (first instance) on 7 April 2017 issued a \tdediorable to Bank Millennium by rejecting the case.

4. On 21 March 2017, a lawsuit was filed against the subsidiary Bank Millenniuenddignt in which the amount of PLN 200 million (Euros 47.2 million)
was claimed for the payment of damages and compensation following the blockingafrés in the context of insolvency proceedings. The process is
currently at an early stage of assessment. In the Bank's opinion, the probattitisycustomer winning the process is marginal.

5. On 15 January 2016 a presidential proposal of legislation aimed at supporting Fg@g®torrowers was put forward, however without an assessment of

impact for the banking sector. According to estimations later announced by Fatiancial Supervision Authority, the overall direct costs for the polish
banking sector could reach PLN 66.9 billion (Euros 15 billion).
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On 2 August 2016 another presidential proposal of legislation aimed at supportingoFYage borrowers was put forward, this time mainly focusing on
repayment part of fx spreads charged on the disbursement of the credit and in fxelg@nge transactions related to the payment of mortgage loans in
foreign currency. On 10 August the Financial Stability Committee of PolaftFf& (composed of the governor of the National Bank of Poland, the Minister
of Finance responsible for the CEFP and the person responsible for the Banking Guatardy following the initiative of the National Bank of Poland, set
up a working group to analyse this issue, which included representatives of tihatimiss represented in the CEFP.

On 13 January 2017, the CEFP issued Resolution No 14/2017, which included the recotionasfdaset of measures to create a framework of encouraging
voluntary agreements between banks and customers. The CEFP considersgithia¢ @fihalysis and evaluation of risk related to weight significantqiahtis

loan portfolio, the restructuring of this portfolio should begin. However, thisruestring must be gradually, through negotiation between banks and
customers, should be voluntary and should ensure the stability of the financehsyst

On 1 August 2017, the Polish president introduced a bill to amend the Law to support beriowificult financial situations who obtained mortgage loans.
The proposed law is designed to facilitate the provision of assistance taepebp) for objective reasons, is in a difficult financial situation, and intreduc
new instrument which encourages and supports the voluntary restructuring of mortgagénldareign currency and determines the mechanisms for their
financing. This bill was initially positively evaluated by the Polish Finah8upervisory Authority and the National Bank of Poland.

In these circumstances, it is not possible at this time to assess tla ewtry into force and content of this (these) bill (s) of law, as well asrtipact of the
bill (s), but the implementation of some or all of the measures in it, may haigniicant impact on the results and capital ratios of the banks, including the
subsidiary Bank Millennium.

As at 30 June 2017, the requirements of International Accounting Standard 37 - Provisanilities and Contingent Assets are not met to establish any
provision as it cannot be made a reliable estimate of the possible obligation, tims situation is being treated as a contingent liability.

6. On 1 October 2015, a set of entities connected to a group with past due loans tokhedtn Euros 170 million, resulting from a loan agreement signed
in 2009 - debts already fully provisioned in the Bank's accounts -, filed aghieBank, after receiving the Bank's notice for mandatory payment, a lawsuit
aiming to:

a) deny the obligation to settle those debts to the Bank, arguing that the resegtement is null, but without the corresponding obligation of returning the
amounts already paid;

b) have the Bank sentenced to pay amounts of around Euros 90 million and Euros 34 roilliothdr debts owed by those entities to other banking
institutions, as well as other amounts, totalling around Euros 26 million, supposesiigyapaid by the debtors within the scope of the loan agreements;

c) have the Bank be given ownership of the object of the pledges associated tortraeaitioned loan agreements, around 340 million shares of the Bank,
allegedly purchased on behalf of the Bank, at its request and in its interest.

The Bank presented its defence and counterclaim, demanding the payment of thendd®itaittiffs submitted their defence against the counterclaim and the
Bank answered in July 2016. The proceedings are waiting for the schedule of a priogtaatie issue of a conclusive opening order.

7. Resolution Fund

Resolution measure of Banco Espirito Santo, S.A.

On 3 August 2014, with the purpose of safeguarding the stability of the financiahsytte Bank of Portugal applied a resolution measure to Banco Espirito
Santo, S.A. (BES) in accordance with the provisos of article 145 C (1.b) of the Eeyaework for Credit Institutions and Financial Companies (RGICSF),
namely by the partial transfer of assets, liabilities, off-balancetsibems and assets under management into a transition bank, Novo Banco, S.A. (Novo
Banco), incorporated on that date by a decision issued by the Bank of Portughain \t¥i¢ scope of this process, the Resolution Fund made a capital
contribution to Novo Banco amounting to Euros 4,900 million, becoming the sole shareholder.

Within this context, the Resolution Fund asked for loans amounting to Euros 4,600 ntillioss 3,900 million of which were granted by the State and Euros
700 million by a group of credit institutions, including the Bank.

As announced on 29 December 2015, the Bank of Portugal transferred to the Resolutiohe-liginilities emerging from the “eventual negative effects of
future decisions regarding the resolution process and which may result iitiéstolr contingencies”.

On 7 July 2016, the Resolution Fund declared that it would analyse and evidleatdigences to make, following the publication of the report on the result
of the independent evaluation, made to estimate the level of credit recavesath category of creditors under a hypothetical scenario of a normal
insolvency process of BES on 3 August 2014.

In accordance with the applicable law, when the liquidation process is oveis ifiscertained that the creditors, whose credits were not trardterfdovo
Banco, would take on a loss higher than the one they would hypothetically take ihB&E§one into liquidation right before the application of the resolution
measure, such creditors shall be entitled to receive the differencealimResolution Fund.

Moreover, following this process, a significant number of lawsuits against thel&®®n Fund was filed and is underway.

On 20 February 2017, the Bank of Portugal communicated that it decided to select ¢néigbahvestor Lone Star to be part of an exclusive definitive
negotiation stage for the conditions under which the sale of the investment that tietRes~und held in Novo Banco, S.A. could be carried out.

On 31 March 2017, the Bank of Portugal made a communication about the sale of Novo Baneit stages the following:
"The Bank of Portugal selected today the company Lone Star to conclude the BecBanco. The sale agreement documentation has already been signed
by the Resolution Fund. In accordance with the sale agreement, Lone Starakél capital injections into Novo Banco totalling Euros 1,000 million, of

which Euros 750 million at the moment the operation is completed and Euros 25@nndilliing the following 3 years. Via this capital injection, the company
Lone Star will become the owner of 75% of the share capital of Novo Banco and the Resélund will own the remaining 25%.
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The conditions agreed also include the existence of a contingent capitalizatibam®n, according to which the Resolution Fund, as shareholder, commits
to carry out capital injections if certain cumulative conditions mateeakelated with: i) the performance of a defined group of assets of NovooBanttii)
the performance shown by the bank's capitalization levels.

The eventual capital injections to be made in accordance with this contingehaniem benefit from a capital buffer resulting from the capital injection t
be made, in accordance with the terms and conditions of the operation, and are teudjeabsolute maximum threshold.

The conditions agreed also foresee mechanisms to safeguard the interdstsRafsolution Fund, to line up the incentives and supervision, despite the
limitations resulting from the application of State aid rules.

The completion of the sale depends on receiving the usual regulatory authorisaticiodigig from the European Central Bank and from the European
Commission) and also on the execution of a liabilities management exendigeststo the bondholders joining in, which will encompass the unsubordinated
bonds of Novo Banco and generate at least Euros 500 million in own funds eligible fdk, ®f 6ffering new bonds. ”

On 7 July 2017, the European Commission declared its non-opposition to this saléooperat

On 25 July 2017, the Novo Banco launched a tender offer for the acquisition ofiseeeior debt issues issued directly or indirectly by the Novo Banco,
with the aim of strengthening the Bank's equity capital and completing the Lares8te process announced on 31 March. The offer provides for the
purchase of all securities related to 36 issues of the NovoBanco, is a cashthét will provide its holders a price aligned with the market and is
accompanied by a request for early repayment (consent soliciion).

Resolution measure of Banif — Banco Internacional do Funchal, S.A.

On 19 December 2015, the Board of Directors of the Bank of Portugal resolved to anrbanBanif was "at risk of insolvency or insolvent" and to open
the process for the urgent resolution of the institution through the partial orsadabf its activity, which was completed on 20 December 2015 through the
sale to Banco Santander Totta S.A. (BST) of the rights and obligations of Baniigfl by the assets, liabilities, off-balance sheet items andsassder
management.

The largest portion of the assets that were not sold, were transferred irdesah management vehicle denominated Oitante, S.A. (Oitante) spécifical
created for that purpose, of which the Resolution Fund is the sole shareholder. tHmurfiezse, Oitante issued bonds representing debt amounting to Euros
746 million. The Resolution Fund provided a guarantee and the Portuguese State a goarastee, for which the Oitante has already made a partial early
repayment in the amount of Euros 90 million.

The operation involved state aid, Euros 489 million of which were provided byRésslution Fund. The Euros 489 million taken by the Resolution Fund
were funded through a loan granted by the State.

In a statement of 21 July 2016, the Resolution Fund announced it had proceeded toytipartiatirepayment, amounting to Euros 136 million, of the loan
obtained from the State in December 2015 to finance the resolution measuresl apBanif. This amount corresponds to the income of the contribution
collected, until 31 December 2015, from the institutions covered by the Regulaitthe Single Resolution Mechanism that was not transferred to the Single
Resolution Fund. This amount will be paid to the Single Resolution Fund by crediutitsts that are covered by this scheme over a period of 8 years,
starting in 2016.

General aspects

Pursuant to the resolution measures applied to BES and Banif, on 31 Decembeh@@&Esolution Fund held the entire share capital of Novo Banco
and of Oitante, position which is believed unchanged as of 30 June 2017.

Within the scope of these measures, the Resolution Fund asked for loans and took oespitvesibilities and contingent liabilities, including:

- effects of the application of the principle that no creditor of the credittiuntdin under resolution may take on a loss greater than the one it would take if that
institution did not go into liquidation.

- negative effects of the resolution process that result in additional tiabilor contingencies for Novo Banco, S.A. and that must be neutralized by the
Resolution Fund.

- legal proceedings filed against the Resolution Fund.

- guarantee granted to the bonds issued by Oitante S.A. totalling Euros 746 milliwhiabf Oitante, S.A. reimbursed Euros 90 million early. This guarantee
is counter-guaranteed by the Portuguese State.

To reimburse the loans obtained and to face other liabilities that it maydiakéne Resolution Fund has only the revenues from the initial and regular
contributions from the participating institutions (including the Bank) and from theribotibn over the banking sector by Law 55-A/2010. It also provides
for the possibility of the member of the Government in charge of finances detegnissuing an ordinance, that the participating institutions should make
special contributions, in the situations foreseen in the applicable legislatamely in case of the Resolution Fund not having own resources for fulfitbng i
obligations.

Pursuant to Decree-Law no. 24/2013 of 19 February, which establishes the methodefanitiag the initial, periodic and special contributions to the
Resolution Fund, provided for in the RGICSF, the Bank has been proceeding, since 20&3nandatory contributions, as provided for in the decree-law.

On 3 November 2015, the Bank of Portugal issued a Circular Letter under whicHatifeed that the periodic contribution to the RF should be recognised as
an expense at the time of the occurrence of the event which creates the obligatiay the contribution, i.e. on the last day of April of each year, as
stipulated in Article 9 of the referred Decree-Law, thus the Bankdsggeising as an expense the contribution to the RF in the year in which it becomes due.

The RF issued, on 15 November 2015, a public statement declaring: "...it is furthBedl¢hat it is not expected that the Resolution Fund will propose the

setting up of a special contribution to finance the resolution measure applRanico Espirito Santo, S.A., (‘BES’). Therefore, the eventual collecifan
special contribution appears to be unlikely."
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The regime established in Decree-Law no. 24/2013 establishes that the BankugfaPfixes, by instruction, the rate to be applied each year on the basis of
objective incidence of periodic contributions. According to the Bank of Portugal Inistnudo. 19/2015, published on 29 December, Portuguese banks paid
contributions to the Resolution Fund in 2016, calculated at a base rate of OT0®%nstruction No. 21/2016 of the Bank of Portugal, published on 26
December establishes the base rate to be effective in 2017 for the det@mafaeriodic contributions to the FR by 0.0291%.

Thus, during the first semester of 2017, the Group made periodic contributions togbleifRen Fund in the amount of Euros 8,490,000. The amount related
to the contribution on the banking sector for the first semester of 2017 was Euros 31,03 h886€.contributions were recognised as cost in the months of
April and June, in accordance with IFRIC No. 21 — Levies.

In 2015, following the establishment of the Single Resolution Fund (‘SRF’), treuBhad to make an initial contribution in the amount of Euros
31,364,000. In accordance with the Intergovernmental Agreement on the transfer andisatitnaof contributions to the SRF, this amount was not
transferred to the SRF but was used instead to partially cover for the séshants made by the RF in respect of resolution measures prior to the date of
application of this Agreement. This amount will have to be reinstated overiadpef 8 years (starting in 2016) through the periodic contributions to the
SRF. The total amount of the contribution, in first semester of 2017, attributattleetGroup was Euros 21,466,000, of which the Group delivered Euros
18,246,000 and the remaining was constituted as irrevocable payment commitime®ingle Resolution Fund does not cover undergoing situations with
the National Resolution Fund as at 31 December 2015.

By a public statement on 28 September 2016, the RF and the Ministry of Finance coratedrifiee agreement on the basis of a review of the terms of the
Euros 3,900,000 million loan originally granted by the State to the FR in 2014 to filhacesolution measure applied to BES. According to the Resolution
Fund, the extension of the maturity of the loan was intended to ensure the ability BEsolution Fund to meet its obligations through its regular revenues,
regardless of the contingencies to which the Resolution Fund is exposed. On thalagnmhe Office of the Minister of Finance also announced that
increases in the liabilities arising from the materialization of fatoontingencies will determine the maturity adjustment of State and Bank foahse
Resolution Fund, in order to maintain the contributory effort required to the ban&otgrsat current levels.

According to the communication of the Resolution Fund of 21 March 2017:

- The conditions of the loans obtained by the Fund to finance the resolution measuresl appBanco Espirito Santo, S.A. and to Banif — Banco
Internacional do Funchal, S.A. were changed .” These loans in the amount of Euros 4,953 wiilvhich Euros 4,253 million granted by the Portuguese
State and Euros 700 million granted by a group of banks.

- “Those loans are now due in December 2046, without prejudice to the possibilityngf tepaid early based on the use of the Resolution Fund's revenues.
The due date will be adjusted so that it enables the Resolution Fund to fully théeabilities based on regular revenues and without the need for special
contributions or any other type of extraordinary contributions. The liabilitiesitieg from the loans agreed between the Resolution Fund and the Sate and
the banks pursuant to the resolution measures applied to BES and Banif are haridpegfawith one another.

- “The revision of the loans' conditions aimed to ensure the sustainability mawidial balance of the Resolution Fund".

- "The new conditions enable the full payment of the liabilities of the Resolution Fsndel as the respective remuneration, without the need to ask the
banking sector for special contributions or any other type of extraordinary contributions".

It is not possible, on this date, to assess the effects on the Resolution Fund @iutheopartial sale of the shareholding in Novo Banco in accordance with
the communication of Banco de Portugal dated 31 March 2017; (ii) the application ofitiegf@ that no creditor of the credit institution under resolution
may take on a loss greater than the one it would take if that institution did notgdiquidation; (iii) additional liabilities or contingencies for Novo Banco,
S.A. which need to be neutralized by the Resolution Fund; (iv) legal proceedjagssathe Resolution Fund, including the legal proceeding filed by those
who have been defrauded by BES; and (v) the guarantee provided to the bonds issueahtey Oit

Despite the possibility foreseen in the applicable legislation concertiisgpayment of special contributions, taking into consideration the recent
developments in the renegotiation of the conditions of the loans granted to the Resé&lutid by the Portuguese State and by a group of banks, including
the Bank, and the public notice made by the Resolution Fund and by the Office of the Poetijnissry of Finance mentioning that such a possibility will
not be used, the interim financial statements as at 30 June 2017 translate theeeB@ektation that no special contributions or other type of extraordinary
contributions will be required of the institutions part of the Resolution Fund to findreceesolution measures applied to BES and to Banif.

Eventual alterations regarding this matter may have relevant implicain future financial statements of the Bank.

8. On 31 December 2013, a Memorandum of Understanding was signed with the Trade Uniap&ment a temporary adjustment process, which will
allow BCP to reach the targets agreed by the EC with the Portuguese Statieite staff costs. This agreement, which entered into force on 1 July 2014, in
addition to reducing the remuneration, suspends the promotions, progressions and futunéidgithat should be paid by the end of 2017. This agreement
also foresees that this reduction of salaries will be returned to the gegspsubject to the approval at the General Meeting of shareholders of the Bank, on
proposal of the Executive Committee.

In the last week of 2016, the negotiation that had been held since October 201®miHabour unions was completed with the objective of reviewing the
Collective Labour Agreement ("CLA"), whose main objective was the Baaibilty to maintain adequately the evolution of short-term staff costk thie
lowest possible impact on employees' lives.

This revision of the CLA, which has been in force since February 2017, covevedad matters, among which the most relevant are (i) the commitment to
anticipate, by July 2017, the salary replacement that was scheduled for J2048rgnd (ii) to raise the retirement age in order to bring it into line viigt t
of Social Security, which will make it possible to strengthen the sustaityabilpension funds.

With the implementation of the Restructuring Plan, the Bank was able tagatédhe full repayment of public funding in February 2017 and for this reason,
the Board of Directors decided to bring forward by the end of the transitionagefithe wage adjustment to July 2017.

9. The Bank was subject to tax inspections for the years up to 2014. As a resultim$pleetions in question, corrections were made by the tax authorities,
arising from the different interpretation of some tax rules. The main implthese corrections occurred in the case of IRC in terms of the tax logs ca
forwards and, in the case of VAT, in the calculation of the tax deduction prausad for the purpose of determining the amount of deductible VAT. The
additional liquidations / corrections made by the tax administration were nuig#yt of contestation by administrative and / or judicial.

The Bank recorded provisions or deferred tax liabilities at the amount coedidefequate to offset the tax or tax loss carry forwards, as well as the
contingencies related to the fiscal years not yet reviewed by the taonedration.
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55. Exposure to sovereign debt

56.

Following a period of deceleration in economic activity and increase oftiafiaof revisions to the rating of the Republic of Mozambique, depreciation of
the metical and of decrease in foreign direct investment, the Bank of Mogambias adopted a restrictive policy, with increases in the refererecsinae
December 2015, as well as increasing the reserve ratio. This set of faotssained commercial banking in Mozambique, pushing it to pursue strict
liquidity management, with a focus on raising funds, despite contributing to thev@ment of net interest income.

According to an International Monetary Fund (IMF) statement dated 23 April 20&gisted debt guaranteed by the State of Mozambique in an amount over
USD 1 billion that had not been disclosed to the IMF. Following this discloghiesgeconomic program supported by the IMF was suspended. According to an
IMF statement dated 13 December 2016, discussions were initiated on a @aoesibagreement with the Government of Mozambique, and were agreed the
terms of reference for an external audit.

In a statement dated 16 January 2017 and 17 July 2017, the Ministry of Economy and Fihaazambique informed the bonds holders issued by the
Republic of Mozambique "US$726.524 million, 10.5%, repayable securities in 2023" thatténest payment due on 18 January 2017 and 18 July 2017,
would not be paid by the Republic of Mozambique.

In June 2017, the Attorney General's Office of the Republic of Mozambique published entlzgeSummary regarding the above-mentioned external audit.
On 24 June 2017, the IMF released in a statement that due to the existence offiisiogagas in this audit, an IMF mission would visit the country to discuss
audit results and possible follow-up measures. Following this visit, the BdBested the Government of Mozambique to obtain additional information on the
use of the funds.

According to public information provided by the IMF, there are credits grantedeifault to Mozambican companies, non-state, guaranteed by the
Mozambican State.

This situation does not change the expectations of the Group on the ability of the Gemtwfniviozambique and public enterprises to fully reimburse their
commitments and about the development of the activity of their subsidiary Bareroadotonal de Mogambique (BIM).

As at 30 June 2017, considering the 66.7% indirect investment in BIM Group, the Bank&sinteBIM's equity amounted to Euros 244,358,000, being the
exchange translation reserve associated with this participation aveegatount of Euros 147,767,000. BIM's contribution to consolidated net income for the
first semester of 2017, attributable to the shareholders of the Bank, amounts t®B&®%,000

On that date, the subsidiary BIM's exposure to the State of Mozambique includés qelitl securities denominated in metical classified as Financielsass
available for sale financial assets and Financial assets held toitpan the amounts of Euros 279,614,000 and Euros 99,458,000 respectively. These public
debt securities mostly have a maturity of less than 1 year.

As at 30 June 2017, the Group has also registered in the balance Loans and advansesters, a direct exposure to the Mozambican State in the amount
of Euros 384,578,000 (of which Euros 295,860,000 are denominated in metical and Euros 88,718,000 dehami#&f®) and an indirect exposure
resulting from sovereign guarantees received in the amount of Euros 294.681.000 (of whish1B@r730,000 are denominated in metical and Euros
154,951,000 denominated in USD) and in the balance Guarantees granted, an amount of Euros 32¢3180€I0 Euros 1,206,000 are denominated in
metical and Euros 31,708,000 denominated in USD).

Transfers of assets

The Group performed a set of transactions of sale of financial assets (naaesyand advances to customers) for Funds specialized in the recoveansf |
These funds take the responsibility for management of the borrower companiestsrrassived as collateral with the objective of ensuring a pro-active
management through the implementation of plans to explore/increase the value ahihenées/assets.

The specialized funds in credit recovery that acquired the financialssaseclosed funds, in which the holders of the participation units have no pagsili
request the reimbursement of its participation units throughout the useful iffeedfund. These participation units are held by several banks, which are the
sellers of the loans, in percentages that vary through the useful life of the Femmising however that, separately, none of the banks hold more than 50% of
the capital of the Fund.

The Funds have a specific management structure (General Partner), fuphgimttdmt from the assignor banks and that is selected on the date of establishment
of the Fund. The management structure of the Fund has as main responsibilitigsiéterinine the objective of the Fund and (ii) administrate and manage
exclusively the Fund, determining the objectives and investment policy and the tamaognagement and business of the Fund. The management structure
is remunerated through management commissions charged to the Funds.

These funds (in which the Group holds minority positions) establish companiesién tor acquire the loans to the banks, which are financed through the
issuance of senior and junior securities. The value of the senior securitiesdbkcribed by the Funds that hold the share capital match the fair value of the
asset sold, determined in accordance with a negotiation based on valuatifonspdrby both parties.

The value of the junior securities is equivalent to the difference betweefaithealue based on the valuation of the senior securities and the value of the
transfer of credits. These junior securities, when subscribed by the Grawigrtthe right to a contingent positive value if the recovered amount for the
assets transferred is above the nominal value amount of senior securisei elated interest. Thus, considering these junior assets refletesedice
between the valuations of the assets sold based on the appraisals perforinel@gsndent entities and the negotiation between the parties, the Group
performs the constitution of impairment losses for all of them.
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Therefore, as a result of the transfer of assets occurred operations, thesBbsgpbed:

- Senior securities (participation units) of the funds, for which the cashsflaige mainly from a set of assets transferred from the participaksb@hese
securities are booked in the available for sale portfolio and are accountadfhir value based on the last available quote, as disclosed by the Marsigem
companies and audited at year end,;

- Junior securities (with higher subordination degree) issued by the Portuguesertganies held by the funds and which are fully provided to reflect the
best estimate of impairment of the financial assets transferred.

Within this context, not withholding control but maintaining an exposure to certsis @nd rewards, the Group, in accordance with 1AS 39.21 performed an
analysis of the exposure to the variability of risks and rewards in the asseséarred, before and after the transaction, having concluded that it does not hold
substantially all the risks and rewards.

Considering that it does not hold control and does not exercise significant influerthe tmds or companies management, the Group performed, under the
scope of IAS 39.20 c, the derecognition of the assets transferred and the recogrtiiemssets received in return as follows:

As at 30 June 2017, the assets received under the scope of these operations areccofnprise

Jun 2017
Assets Net asset:
transferred transferred Received value Net gain/ (loss
Euros '000 Euros '000 Euros '000 Euros '000
Fundo Recuperac¢éo Turismo FCR (a) 304,400 268,318 294,883 26,565
Fundo Reestruturagdo Empresarial FCR (b) 84,112 82,566 83,212 646
FLIT-PTREL (c) 577,803 399,900 383,821 (16,079)
Vallis Construction Sector Fund (d) 238,325 201,737 238,325 36,588
Fundo Recuperacéo FCR (b) 343,266 243,062 232,267 (10,795)
Fundo Aquarius FCR (c) 132,635 124,723 132,635 7,912
Discovery Real Estate Fund (c) 211,388 152,155 138,187 (13,968)
Fundo Vega FCR (e) 113,665 113,653 109,599 (4,054)
2,005,594 1,586,114 1,612,929 26,815
Dec 2016
Assets Net assett
transferred transferred Received value Net gain/ (loss
Euros '000 Euros '000 Euros '000 Euros '000
Fundo Recuperagao Turismo FCR (a) 304,400 268,318 294,883 26,565
Fundo Reestruturacdo Empresarial FCR (b) 84,112 82,566 83,212 646
FLIT-PTREL (c) 577,803 399,900 383,821 (16,079)
Vallis Construction Sector Fund (d) 238,325 201,737 238,325 36,588
Fundo Recuperacéo FCR (b) 343,266 243,062 232,267 (10,795)
Fundo Aquarius FCR (c) 132,635 124,723 132,635 7,912
Discovery Real Estate Fund (c) 211,388 152,155 138,187 (13,968)
Fundo Vega FCR (e) 113,665 113,653 109,599 (4,054)
2,005,594 1,586,114 1,612,929 26,815

The Restructuring of the Fund activity segments are as follows: a) Tourishiyéjsified; c) Real estate and tourism; d) Construction and e) Property.

The net gain/ (loss) was obtained at the date of the transfer of assets andceeated in the item Net gains / (losses) arising from trading and hedging

activities - Credit sales (note 6).
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As at 30 June 2017, the assets received under the scope of these operations areccofnprise

Jun 2017
Senior securities Junior securities
Capital
Participation Participation Capital supplementary
units units supplies contributions
(note 23) (note 23) (note 32 (note 32 Total
Euros '000 Euros '000 Euros '000 Euros '000 Eas '000
Fundo Recuperacéo Turismo FCR
Gross value 287,929 - 31,509 - 319,438
Impairment (46,046) - (31,509) - (77,555)
241,883 - - - 241,883
Fundo Reestruturacdo Empresarial FCR
Gross value 84,627 - - - 84,627
Impairment (6,071) - - - (6,071)
78,556 - - - 78,556
FLIT-PTREL
Gross value 301,352 - 38,154 2,939 342,445
Impairment (4,053) - (38,154) (2,939) (45,146)
297,299 - - - 297,299
Vallis Construction Sector Fund
Gross value 203,172 36,292 - - 239,464
Impairment (194,655) (36,292) - - (230,947)
8,517 - - - 8,517
Fundo Recuperagéo FCR
Gross value 204,269 - 78,033 - 282,302
Impairment (77,898) - (78,033) - (155,931)
126,371 - - - 126,371
Fundo Aquarius FCR
Gross value 137,333 - - - 137,333
Impairment (10,189) - - - (10,189)
127,144 - - - 127,144
Discovery Real Estate Fund
Gross value 150,008 - - - 150,008
Impairment (7,412) - - - (7,412)
142,596 - - - 142,596
Fundo Vega FCR
Gross value 47,087 - 68,648 - 115,735
Impairment (1,701) - (68,648) - (70,349)
45,386 - - - 45,386
Total Gross value 1,415,777 36,292 216,344 2,939 1,671,352
Total Impairment (348,025) (36,292) (216,344) (2,939) (603,600)
Total 1,067,752 - - - 1,067,752

As mentioned in note 23, the book value of these assets resulted from the last ceatinnryy the respective management company of the NAV of the
Fund which, as at 30 June 2017, corresponds to the NAV at that date, With the exceptiorVefthand Flit-Ptrel funds, which reports on 31 December
2016 and 31 March 2017, respectively. In addition, the valuation of these funds indna@sg others, the following aspects: (i) these are funds whose latest
Audit Reports available with reference to December 31, 2016 (except for tiis ahd whose reference date is 30 September 2016) do not present any
reservations; (ii) the funds are subject to supervision by the competent aiethorit

Within the scope of the transfer of assets, the junior securities subsaritiel carry a subordinated nature and are directly linked to the trandfassets,
are fully provided for. Although the junior securities are fully provisiontke, Group still holds an indirect exposure to financial assets transferred, thiede
minority investment that holds in the pool of all assets transferred by fiakinstitutions involved, through the holding of participation units of the funds
(denominated in the table as senior securities).

The impairment for credit restructuring funds with impact on results, whicumed in the first semester of 2017 amounts to Euros 34,489,000, of which
Euros 31,609,000 are recorded in Other financial assets impairment (note 13) and Euros 2,880{B80assets impairment (note 32).
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As at 31 December 2016, the assets received unelscope of these operations are comprised of:

Dec 2016
Senior securities Junior securities
Capital
Participation Participation Capital supplementary
units units supplies contributions
(note 23) (note 23) (note 32 (note 32 Total
Euros '000 Euros '000 Euros '000 Euros '000 Eas '000
Fundo Recuperacéo Turismo FCR
Gross value 287,929 - 31,274 - 319,203
Impairment (45,611) - (31,274) - (76,885)
242,318 - - - 242,318
Fundo Reestruturacdo Empresarial FCR
Gross value 84,112 - - - 84,112
Impairment (5,463) - - - (5,463)
78,649 - - - 78,649
FLIT-PTREL
Gross value 299,479 - 38,155 2,939 340,573
Impairment (4,713) - (38,155) (2,939) (45,807)
294,766 - - - 294,766
Vallis Construction Sector Fund
Gross value 203,172 36,292 - - 239,464
Impairment (173,799) (36,292) - - (210,091)
29,373 - - - 29,373
Fundo Recuperacédo FCR
Gross value 215,996 - 77,085 - 293,081
Impairment (70,698) - (77,085) - (147,783)
145,298 - - - 145,298
Fundo Aquarius FCR
Gross value 136,111 - - - 136,111
Impairment (8,967) - - - (8,967)
127,144 - - - 127,144
Discovery Real Estate Fund
Gross value 151,086 - - - 151,086
Impairment - - - - -
151,086 - - - 151,086
Fundo Vega FCR
Gross value 44,848 - 66,950 - 111,798
Impairment - - (66,950) - (66,950)
44,848 - - - 44,848
Total Gross value 1,422,733 36,292 213,464 2,939 1,675,428
Total Impairment (309,251) (36,292) (213,464) (2,939) (561,946)
Total 1,113,482 - - - 1,113,482

Additionally are booked in Loans and advances to customer’s portfolio and in bal@w&rantees granted and Irrevocable credit lines, the following

exposures and respective impairment:

Jun 2017 Dec 2016

Itens Euros '000 Euros '000
Loans and advances to customers 391,846 351,624
Guarantees granted and irrevocable credit lines 1084, 134,203
Gross exposure 515,952 485,827
Impairment (112,288) (101,795)
Net exposure 403,664 384,032
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57. Discontinued or discontinuing operations

Banco Comercial Portugués, S.A agreed to carry out a merger by incorporati@anod Biillennium Angola, S.A. with Banco Privado Atlantico, S.A, for
that reason, that entity has been considered as a discontinued operation singet32048&.

In this context, costs and income for the period from 1 January to 30 April 2016 asenped in a single line denominated Result of discontinued or
discontinued operations. After the completion of the merger, which occurred on 3®8p6, the assets and liabilities of Banco Millennium Angola were
derecognized from the balance sheet, and the interest held in Banco MilleAtiamtico, S.A. was registered as an associated company, as desoriimd

26.

As provided in point a) of IFRS 5 paragraph 33, the net cash flow attributable t@atoye activities, investing and financing activities of discontinued
operations should be disclosed not being however mandatory for groups of assets hallel fioatsare newly acquired subsidiaries that meet the criteria for
classification as held for sale on acquisition.

Following the completion of the merger, the Group has no longer the control over the Bhlfermnium Angola, and now holds significant influence over
the new entity, Banco Millennium Atlantico S.A., of 22.5% of its share capitathis context, the Group valued its investment in the associated company
Banco Millennium Atlantico, S.A at fair value.

The fair value of the shareholding attributable to Banco Comercial Portugué&micoBVillennium Atlantico at the date of opening balance (30 April 2016),
was established by discounting the cash flows to equity associated to thee8a§ilan developed for the Project of the Merger between Banco Millennium
Angola with Banco Privado Atlantico, adjusted to reflect the change in tred tacrency rate since the end of the year until that date and the date of opening
balance, and the difference between the estimate of the combined NeMassetwhich was based on the information available at the date of thedfaie v
estimation) and the corresponding estimate in the Business Plan underlyingrper jprojection.

Additionally, the discretionary adjustment considered at the end of 2015 was kbptjgh to a lesser extent (-10% instead of -30%), in order to reflect the
remaining uncertainty regarding the future evolution of economic and finarangitions in Angola, in spite of the gradual stabilisation that has taken place
in the meantime.

The main effects are recognized in the consolidated financial stateassusiated to this operation were as follows:
- Positive impact on net income /(loss) for the period, as at 31 December 2016, of /3285000
- Positive impact on equity, excluding net income /(loss) for the period, as at @dnfieer 2016, amounting to Euros 76,835,000, following the valuation at

fair value of the shareholding in the new entity.

The negative foreign exchange reserves of Euros 78,554,000 was annulled and recordethéorive /(loss) for the period, not implying net impact on
equity.

After 30 April 2016, the equity method has been applied to the shareholding heldnicoBdillennium Atlantico, S.A. which resulted in a positive
contribution of Euros 15,771,000 to the Group's consolidated results of 2016 and other effesttareholders' equity, in the negative amount of Euros
25,885,000, as at 31 December 2016 (note 26).

As at 30 June 2017, shareholding held in Banco Millennium Atlantico, S.A amounts to Eur@@®0, including Euros 100,408,000 related to goodwill,
as described in note 26.

The main items of the income statement, related to this discontinued apei@t: analysed as follows:

2016
Banco
Millennium
Angola Others Total
Euros '000 Euros '000 Euros '000
Net interest income 37,690 - 37,690
Net fees and commissions income 8,777 - 8,777
Net gains on trading 26,962 - 26,962
Other operating income (328) (533) (861)
Total operating income 73,101 (533) 72,568
Staff costs 12,020 - 12,020
Other administrative costs 11,129 (533) 10,596
Depreciation 3,009 - 3,009
Total operating expense 26,158 (533) 25,625
Loans impairment and other provisions (5,023) - ,0%8)
Net operating income / (loss) 41,920 - 41,920
Net gain from the sale
of subsidiaries and other assets 14 - 14
Net income / (loss) before income tax 41,934 - 41,934
Income tax (5,128) - (5,128)
Net income /(loss) for the period (note 17) 36,806 - 36,806
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58. List of subsidiary and associated companies of BancComercial Portugués Grouj

As at 30 June 2017, the Group's subsidiary companies included in the consolidated accaogriteusil consolidation method were as follows:

Group Bank
% % %
Head Share economic effective direct
Subsidiary companies office capital Currency Activity nterests  held held
Banco de Investimento Imobiliario, S.A. Lisbon 17050 EUR Banking 100.0 100.0 100.0
Banco ActivoBank, S.A. Lisbon 17,500,000 EUR  Banking 00 100.0 -
Bank Millennium, S.A. Warsaw 1,213,116,777 PLN Banking 50.1 50.1 50.1
Banque Privée BCP (Suisse) S.A. Geneva 70,000,000 CHranking 100.0 100.0 -
BCP Africa, S.G.P.S., Lda. Funchal 682,965,800 EUR dig company 100.0 100.0 100.0
BCP Capital - Sociedade de Capital de Risco, S.A.ira®e 2,000,000 EUR  Venture capital 100.0 100.0 100.0
BCP International B.V. Amsterdam 18,000 EUR  Holdinghgany 100.0 100.0 100.0
BCP Investment B.V. Amsterdam 620,774,050 EUR  Holdiagpany 100.0 100.0 100.0
BCP Finance Bank, Ltd. George Town 246,000,000 USD kBan 100.0 100.0 -
BCP Finance Company George Town 90,911,185 EUR  Fiaknci 100.0 34.1 -
bcp holdings (usa), Inc. Newark 250 USD  Holding conypan 100.0 100.0 -
BG Leasing, S.A. Gdansk 1,000,000 PLN Leasing 74.0 37.1 -
BIM - Banco Internacional de Mogambique, S.A. Maput 4,500,000,000 MZN Banking 66.7 66.7 -
Caracas Financial Services, Limited George Town @5,0 USD Financial Services 100.0 100.0 100.0
Millennium bcp Bank & Trust George Town 340,000,000 S Banking 100.0 100.0 -
Millennium BCP - Escritorio de Sé&o Paulo 52,270,768 BRL  Financial Services 100.0 100.0 100.0
Representacdes e Servigos, Ltda.
Millennium bcp Participacdes, S.G.P.S., Funchal 25,00 EUR  Holding company 100.0 100.0 100.0
Sociedade Unipessoal, Lda.
MB Finance AB Stockholm 500,000 SEK  Financial 100.0 50.1 -
Enerparcela - Empreendimentos Imobiliarios, S.A. r&ei 37,200,000 EUR Real-estate management 100.0 100.0 -
Interfundos - Gestao de Fundos de Oeiras 1,500,000 R EUnvestment fund management 100.0 100.0 100.0
Investimento Imobiliarios, S.A.
Adelphi Gere, Investimentos Imobiliarios, S.A. Osira 10,706,743 EUR  Real-estate management 100.0 100.0 -
Sadamora - Investimentos Imobiliarios, S.A. Oeiras , 731,399 EUR Real-estate management 100.0 100.0 -
Monumental Residence - Investimentos Funchal 300800, EUR  Real-estate management 100.0 100.0 -
Imobiliarios, S.A.
Millennium bcp - Prestacéo de Servigos, A.C.E. Lisbo 331,000 EUR  Services 93.9 93.5 83.5
Millennium bcp Teleservigos - Servigos Lisbon 50,004 EUR  Videotext services 100.0 100.0 100.0
de Comércio Electronico, S.A.
Millennium Dom Maklerski, S.A. Warsaw 16,500,000 PLN roBerage services 100.0 50.1 -
Millennium Goodie Sp.z.0.0. Warsaw 500,000 PLN  Cornsgland services 100.0 50.1 -
Millennium Leasing, Sp.z 0.0. Warsaw 48,195,000 PLN adieg 100.0 50.1 -
Millennium Service, Sp.z 0.0. Warsaw 1,000,000 PLN viges 100.0 50.1 -
Millennium Telecomunication, Sp.z 0.0. Warsaw 100,000 PLN Brokerage services 100.0 50.1 -
Millennium TFI - Towarzystwo Funduszy Warsaw 10,30m PLN Investment fund management 100.0 50.1 -

Inwestycyjnych, S.A.
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Group Bank
% % %
Head Share economic effective direct
Subsidiary companies office capital Currency Activity nterests  held held
Millennium bcp Imobiliaria, S.A. Oeiras 50,000 EUR Reatate management 99.9 99.9 99.9
MULTI 24 - Sociedade Imobiliaria, SA Lisbon 44919000 EUR  Real-estate management 100.0 100.0 -
Servitrust - Trust Management Services S.A. Funchal 00,d00 EUR Trust services 100.0 100.0 100.0
Setelote - Aldeamentos Turisticos S.A. Oeiras 2@,00 EUR  Real-estate company 100.0 100.0 -
Irgossai - Urbanizacéo e construgdo, S.A. Oeiras 080,0 EUR  Real-estate company 100.0 100.0 -
Imébida - Imobiliaria da Arrabida, S.A. (*) QOeiras 7%0,000 EUR  Real-estate company 100.0 100.0 100.0
Bichorro — Empreendimentos Turisticos Oeiras 2,18,0 EUR  Real-estate company 100.0 100.0 -
e Imobiliarios S.A.
Finalgarve — Sociedade de Promogéo Imobiliaria  a@3eir 250,000 EUR  Real-estate company 100.0 100.0 -
Turistica, S.A.
Fiparso — Sociedade Imobiliaria Lda Oeiras 50,000 EURReal-estate company 100.0 100.0 -

(*) - Company classified as non-current assets held for sale.

As at 30 June 2017, the investment funds included in the consolidated accounts using tleedalidation method as referred in the accounting policy

presented in note 1 b) were as follows:

Group Bank
% % %
Head Nominal Value economic effective direct
Subsidiary companies office Units Currency Activity interests  held held
Fundo de Investimento Imobiliario Imosotto Oeiras 883,066 EUR Real estate investment fund 100.0 100.0 0.010
Acumulagéo
Fundo de Investimento Imobiliario Gestdo Oeiras 18,513 EUR Real estate investment fund 100.0 100.0 0100.
Imobiliaria
Fundo de Investimento Imobiliario Imorenda Oeiras 568,815 EUR Real estate investment fund 100.0 100.0 0.010
Fundo Especial de Investimento Imobiliario QOeiras 4,320,700 EUR  Real estate investment fund 100.0 100.000.01
Oceanico Il
Fundo Especial de Investimento Imobiliario QOeiras ,122,497,300 EUR  Real estate investment fund 100.0 .0100 100.0
Fechado Stone Capital
Fundo Especial de Investimento Imobiliario QOeiras ,146,800,900 EUR  Real estate investment fund 100.0 .0100 100.0
Fechado Sand Capital
Fundo de Investimento Imobiliario Fechado Oeiras 58,857 EUR  Real estate investment fund 100.0 100.0 0100.
Gestimo
Fundo Especial de Investimento Imobiliario Oeiras 791,600 EUR  Real estate investment fund 100.0 100.0 .0100
Fechado Intercapital
Millennium Fundo de Capitalizagao - Fundo de Oeiras 20,307,000 EUR  Venture capital fund 100.0 100.0 100.0

Capital de Risco
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Group Bank
% % %
Head Nominal Value economic effective direct
Subsidiary companies office Units Currency Activity interests  held held

Funsita - Fundo Especial de Investimento Oeiras 25080 EUR Real estate investment fund 100.0 100.0 0100.
Imobiliario Fechado

Imoport - Fundo de Investimento Imobiliario Oeiras ,682,827,000 EUR Real estate investment fund 100.0 .0100 100.0
Fechado

Multiusos Oriente - Fundo Especial de Oeiras 491,610EUR Real estate investment fund 100.0 100.0 100.0
Investimento Imobiliario Fechado

Grand Urban Investment Fund - Fundo Especial Oeiras 134,023,100 EUR Real estate investment fund 100.0 0100.100.0
de Investimento Imobiliario Fechado

Fundial — Fundo Especial de Investimento Oeiras 5 as0 EUR Real estate investment fund 100.0 100.0 0100.
Imobiliario Fechado

DP Invest — Fundo Especial de Investimento Oeiras 7854000 EUR Real estate investment fund 54.0 54.0 54.0
Imobiliario Fechado

Fundipar — Fundo Especial de Investimento Oeiras 94E1000 EUR Real estate investment fund ~ 100.0 100.0 .0100
Imobilidrio Fechado

MR — Fundo Especial de Investimento Oeiras 31,0%6,09 EUR Real estate investment fund 100.0 100.0 100.0
Imobiliario Fechado

Domus Capital- Fundo Especial de Investimento  Geira 2,600,000 EUR Real estate investment fund 50.0 50.0 .0 50
Imobiliario Fechado

Predicapital — Fundo Especial de Investimento Qeira 1,800,000 EUR Real estate investment fund 60.0 60.0 .0 60

Imobiliario Fechado

The Group held a set of securitization transactions regarding mortgage loarfswée set through specifically created SPE. As referred in acooupdilicy 1
b), when the substance of the relationships with the SPEs indicates that the Grdsigdmatrol of its activities, the SPE are fully consolidated, following the
application of IFRS 10.

As at 30 June 2017, the SPEs included in the consolidated accounts under the full consatiéétineh are as follows:

Group Bank
% % %
Head Share economic effective direct
Special Purpose Entities office capital Currency Activiy interests  held held
Magellan Mortgages No.2 Limited Dublin 40,000 EUR SpkRurpose Entities 100.0 100.0 100.0
Magellan Mortgages No.3 Limited Dublin 40,000 EUR SpkRurpose Entities 82.4 824 82.4

As at 30 June 2017, the BCP Group's subsidiary insurance companies included in the ceasatidatints under the full consolidation method were as follows:

Group Bank
% % %
Head Share economic effective direct
Subsidiary companies office capital Currency Activity nterests  held held
S&P Reinsurance Limited Dublin 1,500,000 EUR  Lifensirance 100.0 100.0 100.0
SIM - Seguradora Internacional de Maputo 147,500,000MZN  Insurance 92.0 61.4 -

Mocambique, S.A.R.L.
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Group Bank
% % %
Head Share economic effective direct
Associated companies office capital Currency Activity nterests  held held
Banco Millennium Atlantico, S.A. Luanda 53,821,600 AOA  Banking 22.7 225 -
Banque BCP, S.A.S. Paris 126,955,886 EUR  Banking 19.919.9 19.9
ACT-C-Industria de Corticas, S.A. Sta.Maria Feil 17,923,610 EUR  Extractive industry 20.0 20.0 20.0
Baia de Luanda - Promogao, Montagem Luanda 100,960,1 USD  Services 10.0 10.0 -
e Gestdo de Negdcios, S.A. (**)
Beiranave Estaleiros Navais Beira SARL Beira 2,840,64 MZN  Naval shipyards 22.8 14.0 -
Constellation, S.A. Maputo 1,053,500,000 MZN Propemgnagement 20.0 12.3 -
Imbondeiro Development Corporation George Town 5,000USD  Financial services 39.0 39.0 -
Luanda Waterfront Corporation (**) George Town 10,800 USD  Services 10.0 10.0 -
Lubuskie Fabryki Mebli, S.A. Swiebodzin 13,400,050 LNP  Furniture manufacturer 50.0 25.1 -
Mundotéxtil - IndUstrias Téxteis, S.A. Vizela 11,1300 EUR Textile products, except 25.1 25.1 -
clothing
SIBS, S.G.P.S., S.A. Lisbon 24,642,300 EUR Bankingices 22.8 21.9 -
Sicit - Sociedade de Investimentos e Consultoria ira®e 50,000 EUR  Advisory 25.0 25.0 25.0
em Infra-Estruturas de Transportes, S.A
UNICRE - Institui¢cdo Financeira de Crédito, S.A. Hos 10,000,000 EUR  Credit cards 32.0 32.0 0.6
Webspectator Corporation Delaware 950 USD Digital dibiag services 25.1 25.1 25.1

(**) Given the nature of the Group's involvement, the Board of Directors bedi¢kiat the Group maintains a significant influence on these companies.

As at 30 June 2017 the Group's associated insurance companies included in the codsalatatets under the equity method were as follows:

Group Bank
% % %
Head Share economic effective direct
Associated companie office capital Currency Activity intereste  held held
Millenniumbcp Ageas Grupo Segurador, Oeiras 7753, EUR  Holding company 49.0 49.0 -
S.G.P.S, S.A
Ocidental - Companhia Portuguesa de Oeiras 22,805,0 EUR Life insurance 49.0 49.0 -
Seguros de Vida, S.A.
Ocidental - Sociedade Gestora de Fundos Oeiras 0@WO, EUR  Pension fund management 49.0 49.0 -

de Pensoes, S.A.

During the first semester of 2017, the Group liquidated its subsidiaries Progdgoiedade Imobiliaria de Pago D'Arcos, Lda and M Inovagédo - Fundo de
Capital de Risco BCP Capital and sold the associated company Nanium SA.

As regards to the 3.6% investment held in Banque BCP (Luxembourg), S.A., it was no lemg@ered as Investments in associated companies because the
Group no longer maintains a significant influence on the bank.

Regarding the entries in the consolidation perimeter, were included thenmmisfunds Domus Capital- Fundo Especial de Investimento Imobiliario Fechado
and Predicapital — Fundo Especial de Investimento Imobiliario Fechado.

Subsequent events

Banco Comercial Portugués, after having conveyed reservations regardiogntiregent capitalization obligation by the Portuguese Resolution Fund) which
was announced to be included in a sale agreement of Novo Banco, has decided, of lightlegal deadline and for caution, to request the respective
appreciation through administrative legal proceedings. This diligence does notisemgr entail, the production of any suspensive effects on the sale of Novo
Banco, S.A. and, consequently, brings legally no impediment to such sale withiordeeén delays, which centers exclusively on the referred capii@tizat
contigent obligation,.
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bep

Erecilive Gommitlee

DECLARATION OF COMPLIANCE

It is hereby declared that, to the best of the knowledge of the undersigned, the interim condensed
individual and consolidated financial statements of Banco Comercial Portugués, S.A. ("BCP" or "Bank"),
which inctude (i) the interim condensed individual and consolidated balance sheets as at 30 June 2017,
(ii) the interim condensed individual and consolidated income statements for the six months ended on
30 June 2017, (iii) the interim condensed individual and consolidated statement of changes in equity
and cash flow statement for the six months ended on 30 June 2017, (iv) a summary of the significant
accounting policies, and (v) the individual and consolidated explanatory notes, give a true and
appropriate image of the individual and consolidated financial situation of the Bank as at 30 June 2017,
the individual and consolidated results of their operations, and the individual and consolidated changes
in equity and cash flow for the six months ended on that date, in accordance to the International
Accounting Standard 34 - Interim Financial Reporting (IAS 34), endorsed by the European Union.

At the Board Meeting of March 1, 2012, the Board of Directors, except for the annual report and
accounts, has delegated to the Executive Board the approval of all the other financial statements,
having such delegation been renew on 11 September 2015.

The Bank's interim condensed individual and consolidated financial statements relative to 30 June 2017
were approved by the Board of Directors on 19 September 2017.

Furthermore, it is also declared that the management report of BCP faithfully presents the evolution of
the business, performance and situation of the Bank and companies included in the consolidation
perimeter and contain a description of the principal risks and uncertainties facing them. The
management report was approved by the Board of Directors on 19 September 2017.

Porto Salvo, 19 September 2017

Nuno Manuel da Silva Amado
(Chairman)

j{,l D _— At 4 4 .7

b ‘ "ML € [
Miguel Maya Dias Pinheiro Miguel de Campos Pereira Joao Nuno\Oliveira Jorge Palma

(Vice-Chairman) de Braganca (Vige-Chairman)
{Vice-Chairman)

/L-%a_/-"’ :
Maria da Conceicao Mota Soares de Oliveira Callé Lucas Rui Manuel da Silva Teixeira
{Member)
oAM)
José Jacinto Iglésias Soares José Migduel Benslimaf) Schorcht da Sija Pessanha
(Member) (Member)

New share capital: 5,600,738,053.72 euros

BANCO COMERCIAL PORTUGUES, S.A. Sociedade Aberta, com sede na Praga D. Jodo |, 28, Porto, com o Capital Social de 4. 094.235.361,88 Euros,
matriculada na Conservatéria do Registo Comercial do Porto, com o numero unico de matricula e de identificagdo fiscal 501 525 882

Praga D. Jodo, |, 28 - 4000-295 POATO
Av. Prof. Dr. Cavaco Silva, Edificio 1, Piso 0, Ala B
2744-002 PORTO SALVO
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LIMITED REVIEW REPORT OF INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Amounts expressed in thousands of euros — t.euros)

(Translation of a report originally issued in Portuguese — in the case of discrepancies, the original version in
Portuguese prevails — Note 1a)

Introduction

We have performed a limited review of the accompanying interim condensed consolidated financial
statements of Banco Comercial Portugués, S.A. (the Bank) and its subsidiaries (the Group) for the six month
period ended 30 June 2017, which comprise the interim condensed consolidated balance sheet as of 30 June
2017 that presents a total of 73,023,738 t.euros and total consolidated shareholders’ equity of 6,945,712
t.euros, including a consolidated net profit attributable to the shareholders of the Bank of 89,928 t.euros,
the interim condensed consolidated statements of income, comprehensive income, changes in equity and
cash flows for the six month period then ended and a selected set of notes to the interim condensed
consolidated financial statements.

Board of Directors’ Responsibilities

The Board of Directors of the Bank is responsible for the preparation of interim condensed consolidated
financial statements of the Bank in accordance with International Accounting Standard 34 — Interim
Financial Reporting (IAS 34) as endorsed by the European Union, and for the design and maintenance of
appropriate systems of internal control in order to permit the preparation of interim condensed consolidated
financial statements exempt from material misstatement due to fraud or error.

Auditor’s Responsibilities

Our responsibility is to express a conclusion on the accompanying interim condensed consolidated financial
statements. Our work was performed in accordance with ISRE 2410 - Review of Interim Financial Information
Performed by the Independent Auditor of the Entity and the applicable technical and ethical standards and
guidelines of the Portuguese Institute of Statutory Auditors (“Ordem dos Revisores Oficiais de Contas”).
These standards require that our work be performed in order to conclude as to whether anything has come
to our attention that causes us to believe that the interim condensed consolidated financial statements are
not prepared in all material respects in accordance with International Accounting Standard 34 - Interim
Financial Reporting (IAS 34) as endorsed by the European Union.

A limited review is a limited assurance engagement. The procedures that we have performed consist mainly
of inquiries and analytical procedures and subsequent assessment of the evidence obtained.

A limited review is substantially less in scope than an audit conducted in accordance with International
Standards on Auditing (ISA). Accordingly, we do not express an audit opinion on these interim condensed
consolidated financial statements.

Conclusion

Based on the work performed, nothing has come to our attention that causes us to believe that the
accompanying interim condensed consolidated financial statements of Banco Comercial Portugués, S.A. and
its subsidiaries for the six month period ended 30 June 2017 have not been prepared in all material respects
in accordance with International Accounting Standard 34 — Interim Financial Reporting as endorsed by the
European Union.

Lisbon, 22 September 2017

Deloitte & Associados, SROC S.A.
Represented by Paulo Alexandre de Sa Fernandes, ROC

EXPLANATION ADDED FOR TRANSLATION

(This report is a translation of a report originally issued in Portuguese. Therefore according to Deloitte &
Associados, SROC S.A. internal procedures, the report should not be signed. In the event of discrepancies,
the Portuguese language version prevails.)
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