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Introduction

The Portuguese banking sector has undergone a profound transformation over the past 
two decades, shaped by successive waves of crisis, regulatory reform and structural 
reorganisation. The sector has largely managed to overcome the effects of the 2008 
1nancial crisis and the 20E2 sovereign debt crisis, both of which had a signi1cant impact 
on the Portuguese banking system, and it also went through relevant modi1cations 
resulting from the resolutions of both Banco íspSrito (anto 420E)N and BAIF5 420E’N, 
having mostly survived with a few less players and a less relevant role in the countryxs 
economy. Fn more recent years, the sector has eqperienced considerable consolidation, 
improved asset -uality and an accelerating digital transformation, also resulting from the 
arrival of a few new players, mostly operating on a cross'border basis, under the íuropean 
freedoms that are so typical of this sector.

As banks generally suffered heavy losses, the banking sector has naturally not been 
indifferent to an overall tendency towards consolidation, which in Portugal:s case centres 
around the 1ve largest banks 4by market capitalisationNC Gaiqa Deral de óepMsitos 4GDóN, 
a state'owned bank, ;illenium BGP, Banco (antander Totta, Iovo Banco and BPF.

5or  the  time being,  changes in  the  Portuguese banking  sector  have  been mainly 
implemented by smaller banks6 however, merger and ac-uisition transactions in banking 
are eqpected to increase throughout 202ê, with the sales of Iovo Banco, Banco Portuguãs 
de DestLo and Banco ímpresas ;ontepio, the last two awaiting regulatory clearance.

Banks operating in Portugal continue to make efforts to collectively decrease their total 
leverage, notably via the disposal of non'performing loans 4IPWsN and other less pro1table 
assets, and massive sales of such assets have occurred in recent years, thus contributing 
to stronger balance sheets, and also generating market opportunities that called the 
attention of many international and specialised market players.

The Portuguese banking and 1nancial market, along with its regulators, has been closely 
monitoring the effects of injation and interest rates throughout 202’. Although the 
injation rate is beginning to stabilise, Portugal continues to face signi1cant pressure in the 
housing sector, with residential property prices rising, especially, as eqpected, in desirable 
locations across the country. Additionally, risks to 1nancial stability persist, driven by 
adverse economic developments linked to ongoing geopolitical and commercial tensions. 
Uhile military conjicts, rising global protectionism and a slowdown in ma3or economies 
pose challenges, the Portuguese economy continues to grow robustly, supported by 
easing 1nancial conditions, increased íuropean %nion 4í%N funding and eqpansionary 
1scal policies, alongside the upturn of tourism and the injuq of many new residents that 
have searched the countryxs peaceful and easy'going lifestyle.

Pressures on íuropean public debt and potential injationary shocks also pose additional 
risks. At the national level, eqpansionary public eqpenditure policies could affect economic 
growth and debt developments.

The Portuguese economy has shown signs of reducing vulnerabilities and robust growth, 
and is eqpected to continue to grow close to potential in 202ê. Gompared with 202), when 
the injation rate juctuated between 7.89 and E.89, injation in 202’ decreased, juctuating 
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between 2.O9 and E.J9. This rate is eqpected to stabilise at 29 in 202ê, in line with the euro 
area.

The Portuguese banking sector, despite being eqposed to adverse conditions, saw 
improvements in li-uidity, asset -uality, e€ciency and capital with many banks announcing 
record pro1ts this year. The total capital ratio and Gommon í-uity Tier E 4GíT EN were 
EO.O9 and 20.’9, respectively, which above the euro area average. The introduction of a 
sectoral (ystemic Risk Buffer 4(yRBN of ).09 since /ctober 202), alongside the 0.O’9 
countercyclical reserve that came into effect in —anuary 202ê aims to strengthen banks: 
resilience.

Year in review

ln the year under review, average interest rates on both retail deposits and mortgage loans 
continue to show a downward trend in comparison to the previous years. The average 
interest rate on new retail deposits fell from 2.2J9 in Iovember 202) to E.7O9 in Iovember 
202’ for households and 2.O9 to E.êê9 for 1rms. At the end of Iovember 202’, the 
stock of deposits by households with resident banks stood at ‘EJJ.J billion and the stock 
of deposits by 1rms with resident banks totalled ‘O).O billion. At the same time, the 
average interest rate on new mortgage loans fell from 7.2J9 in Iovember 202) to 2.829 in 
Iovember 202’. This favourable interest rate environment also contributed to a signi1cant 
increase in new home loan contracts, which reached ‘EE0.E billion at the end of Iovember 
202’. Gompared to the same month the previous year, it grew by J.89, maintaining the 
acceleration observed since —anuary 202).

The year 202’ brought multiple legal and regulatory developments in the banking sector, 
most of them aimed at implementing a set of í% regulations, with some of the more 
signi1cant being highlighted below.

Uith the aim of strengthening the 1nancial system against digital risks, the óigital 
/perational Resilience Act 4ó/RAN of the íuropean Parliament and of the Gouncil of 
E) óecember 2022 on digital operational resilience for the 1nancial sector entered 
into force in —anuary 2027 and has been applicable since EO —anuary 202’. ó/RA 
harmonises re-uirements between entities and ;ember (tates to strengthen digital 
operational resilience6 the siq core pillars of ó/RA includeC 4EN organisational governance6 
42N management of information and communication technology 4FGTN risks6 47N handling 
of FGT incidents6 4)N resilience testing6 4’N managing risks associated with third'party FGT 
providers6 and 4êN information sharing.

Waw Io. O7K202’ of 27 óecember was enacted to implement ó/RA in Portugal. This 
lawC 4EN de1nes the powers and cooperation of the BdP, the Fnsurance and Pension 5unds 
(upervisory Authority 4A(5N and the Portuguese (ecurities ;arket Gommission 4G;V;N, 
as the competent authorities for the supervision and regulatory densi1cation of ó/RA6 42N 
recognises the BdP as the sole authority to receive reports of severe FGT incidents and 
voluntary noti1cations of signi1cant cyber threats6 and 47N creates a sanctioning regime.

Banco de Portugal 4BdPN has outlined its approach to the implementation of ó/RA. 5irst, 
in the area of FT risk management, 1nancial institutions will have to comply with FT risk 
management and serious incident reporting re-uirements in accordance with í% Technical 
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(tandards. /n 202’, the íuropean Banking Authority 4íBAN started to revise its Duidelines 
to avoid overlap with ó/RA and BdP announced the plans to revise its own regulations.

Fn connection with ;WT5 matters, and rejecting recent legislative trends at the íuropean 
level – including the publication of the õA;W Packagex in 202) – óecree'Waw Io. EE’K202’ 
of 2O /ctober was enacted. This decree amends the legal regime of the Gentral Register 
of Bene1cial /wners 4RGBíN by transposing Article O) of óirective 4í%N 202)KEê)0. Ft 
aligns access to information on bene1cial owners with the re-uirement to demonstrate 
legitimate interest, thereby balancing data protection and privacy with the prevention of 
money laundering and terrorist 1nancing.

Additionally, an important legislative innovation is the entry into force of G;V; Regulation 
Io. ’K202’ of 8 August, which amends G;V; Regulation Io. 2K2020. This new regulation 
strengthens reporting and supervision related to ;WT5 matters by eqtending coverage 
to investment'based and lending'based crowdfunding service providers. Ft also re-uires 
these entities to submit additional information, including details on their internal control 
systems, assessments of ;WT5 effectiveness, customers and counterparties, emerging 
risks, as well as data on transactions conducted and transfers received or sent by obliged 
entities.

Uhere credit institutions provide services in relation to crypto'assets, they must now 
comply with the re-uirements set out in ;arkets in Grypto'Assets 4;iGAN Regulation 4í%N 
2027KEEE) of the íuropean Parliament and of the Gouncil of 7E ;ay 20E7, applicable 
from 70 óecember 202). This includes re-uired noti1cations regarding the issuance, 
public offering and admission to trading of crypto'assets. The íuropean %nion has 
published several technical standards regulating ;iGA. Fn Portugal, Waw Io. êJK202’ of 
22 óecember was enacted, ensuring the effective implementation of the ;iGA Regulation 
in Portugal. This law 4EN designates the BdP and the G;V; as the competent authorities 
for supervision and authorisation6 42N sets out duties applicable to issuers and providers 
of crypto'asset services6 and 47N establishes a speci1c sanctioning regime.

Regarding the provision of payment services, Fnstruction Io. 8K20E8 was revoked by 
Fnstruction Io. EEK202’. This new Fnstruction regulates the Fnterbank Gompensation 
(ystem 4(FG/FN, which consists of several subsystemsC che-ues, commercial bills, direct 
debits, credit transfers, immediate transfers, and card'based payment transactions. The 
Fnstruction also regulates the Proqy Wookup and Gon1rmation of PayeeKPayer 4PWGPN and 
Bene1ciary Veri1cation 4VoPN as two important services for (ingle íuro Payments Area 
4(íPAN transfers according to Regulation 4í%N Io. 2ê0K20E2 of the íuropean Parliament 
and of the Gouncil of E) ;arch 20E2 4(íPA RegulationN.

Uith  regard to  IPWs,  óecree'Waw Io.  E07K202’ of  EE (eptember  was published, 
transposing óirective 4í%N 202EK2EêO on credit servicers and credit purchasers into 
Portuguese law. This óecree'Waw establishes the framework for the assignment and 
servicing of bank loan credits, particularly IPWs, creates a new Gredit Responsibility 
Gentral to centralise credit information and designates the BdP as the competent 
supervisory authority. 

5or regulatory adaptation to the Asset ;anagement Regime, G;V; Regulation Io. 7K202’ 
of EO April was published, whichC 4EN ad3usts terminology and prudential reporting duties, 
with particular emphasis on the re-uirement for 1nancial statements in accordance 
with FA(KF5R( for crowdfunding service providers6 42N establishes the re-uirement for a 
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searchable Pó5 1le in the report of the zey Fnformation óocument 4zFóN6 and 47N speci1es 
the conditions for management companies of Gollective Fnvestment in Transferable 
(ecurities 4%GFT(N and large management companies to invest amounts eqceeding the 
legally re-uired own funds, as well as their reporting obligations.

The regulatory regime applicable to banks

Portuguese banks are sub3ect to the supervision of two authoritiesC the BdP and the 
Portuguese (ecurities ;arket Gommission 4G;V;N 4a third regulator • Autoridade 
de (upervisLo de (eguros e  5undos de PensHes or  A(5 • undertakes regulatory 
and supervisory roles on all insurance related matters, including as well the display 
and commercialisation of insurance many times conducted by banks, who become 
therefore sub3ect to get another layer of supervisionN. Gore banking activities, such as 
deposit'taking and lending, will fall under the supervision of the BdP, while acting as 
1nancial intermediaries and performing securities'related transactions, remain under the 
supervision of G;V;.

Denerally speaking, the applicable set of rules includes the Deneral 5ramework for 
Gredit Fnstitutions and 5inancial Gompanies, as approved by óecree'Waw Io. 2J8KJ2, of 
7E óecember EJJ2, as successively updated 4RDFG(5N and comprises the Portuguese 
(ecurities Gode, as approved by óecree'Waw Io. )8êKJJ, of E7 Iovember EJJJ, also 
in its current version following successive updates 4GdV;N, which accommodated in 
national legislation a wide range of í% óirectives, including the prospectus directive, the 
transparency directive, the takeover directive and the directives on markets in 1nancial 
instruments.

(urrounding this legal inner circle, a vast number of regulations, instructions and notices 
issued by the BdP and the G;V; will also apply. This is without pre3udice to the possible 
applicability of other legislation, due to the fact that banks may carry out certain activities, 
such as insurance'related ones, in which case it will fall within the competence of the 
Fnsurance and Pension 5unds (upervisory Authority 4A(5N, which is not covered in this 
chapter.

Fn addition, there is the Wegal 5ramework of Payment Fnstitutions and Payment (ervices, 
enacted by óecree'Waw Io. JEK20E8 of E2 Iovember 20E8, which implemented óirective 
4í%N 20E’K27êê of the íuropean Parliament and of the Gouncil of 2’ Iovember 20E’ 
on payment services in the internal market 4also referred to as the (econd Payments 
óirectiveN.

Ft is also important to note that Portuguese credit institutions typically engage in various 
investment services and activities, which include, among other ancillary servicesC

E. receiving and transmitting orders on behalf of customers6

2. eqecuting orders on behalf of customers6

7. managing portfolios on behalf of customers6

). underwriting and placing securities with or without a guarantee6

’. trading on their own account6
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ê. providing investment advice6

O. managing a multilateral trading facility6 and

8. managing an organised trading facility.

The provision of these investment services by Portuguese institutions is regulated 
by the Portuguese (ecurities Gode 4óecree'Waw Io. )8êKJJ, of E7 IovemberN, which 
incorporates the rules of óirective 20E)Kê’Kí% of the íuropean Parliament and of the 
Gouncil of E’ ;ay 20E) 4;i5Fó FFN.

Banking activities may only be carried out by credit institutions and 1nancial companies 
with their head o€ceC

E. in Portugal 4these must take the legal form of limited liability companiesN6

2. abroad but operating in Portuguese through a designated branch6 and

7. with head o€ces in an í% ;ember (tate and operating in Portugal under the 
freedom to provide services 4provided that the relevant passporting re-uirements 
are metN.

The BdP, as the Portuguese central bank, is part of the íuropean (ystem of Gentral Banks 
4í(GBN, which is composed of the íuropean Gentral Bank 4íGBN and the national central 
banks of the í% ;ember (tates. The BdP is responsible for the prudential and market 
conduct supervision of credit institutions, 1nancial companies and payment institutions, 
also being the national resolution authority. Although the capital markets sector is not 
so intensively organised, the G;V; is part of the íuropean (ecurities and ;arkets 
Authority 4í(;AN. The supervisory system has changed following the establishment of 
a single supervisory mechanism 4((;N and a single resolution mechanism 4(R;N, which 
comprise the íGB and national competent authorities, with the íGB being responsible for 
the overall functioning of the ((; and (R; and having direct oversight of the euro"one 
banks in cooperation with national supervisory authorities. As such, credit institutions 
may ultimately be sub3ect to the direct supervisory powers of the íGB, as a result of the 
introduction of the ((; in 20E).

Prudential regulation

Relationship with the prudential regulator

Portuguese credit institutions deemed as signi1cant fall under the direct supervision of the 
íGB, while the remaining are supervised by the BdP 4on a direct basisN and by the íGB 4on 
an indirect basis, in cooperation with the BdPN.

The BdP, while eqercising its supervisory powers within the framework of the ((;, of 
which it is a participant as a national supervisory authority, aims at ensuring the solvency 
and 1nancial soundness of each institution, as well as ensuring the safety of the funds 
entrusted to the institutions.

Banking Regulation | Portugal E4plore on Lexology

https://www.lexology.com/indepth/banking-regulation/portugal?utm_source=TLR&utm_medium=pdf&utm_campaign=Banking+Regulation+-+Edition+17


 RETURN TO SUMMARY

As a microprudential supervisor, the BdP ensures that banks meet their obligations, 
and may intervene in order to rectify any breaches, but never relieving banks of their 
responsibilities, especially from having robust and e€cient governance models and 
internal control systems.

As described in BdP:s o€cial website, it acts in accordance with the following principles, 
inter aliaC

E. intrusiveness, proactivity and timelinessC it closely monitors institutions, where 
necessary  through  on'site  inspections  4at  the  premises  of  the  supervised 
institutionsN, and takes proactive and timely action with a view to mitigating the 
potential risks of the institutions under its supervision6

2. proportionalityC it takes into consideration the si"e and compleqity of the activities 
of the institutions under its supervision6

7. focus on riskC it ad3usts its activity to the risk pro1le of the institutions under its 
supervision6

). harmonisation of supervisory practicesC it interprets and implements prudential 
rules in a consistent and coherent manner6

’. critical attitude and independence6

ê. accountabilityC it is accountable to the different stakeholders, sub3ect to its duty of 
professional secrecy6

O. alignment  with  international  best  practicesC  it  monitors  and  incorporates 
international best practices in this 1eld in its supervisory eqercise6 and

8. legalityC it acts in strict compliance with the law.

;anagement of banks

RDFG(5 establishes that the statutory bodies of credit institutions are responsible, within 
the scope of their respective management or supervisory competences, for de1ning, 
overseeing and implementing ade-uate governance to ensure the institutions: effective 
and prudent management, including the segregation of duties and the prevention of 
conjicts of interest. RDFG(5 further establishes that management and supervisory bodies 
must, inter aliaC

E. assume overall  responsibility  for  the credit  institution that  they manage or 
supervise6

2. approve and oversee the implementation of credit institutions: strategic ob3ectives, 
risk strategies and internal governance6

7. ensure the integrity of accounting and 1nancial reporting systems, including 
1nancial and operational controls and compliance with the law and relevant 
applicable standards6

). oversee disclosure and information duties towards the BdP6 and

’. monitor management activity.
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Banks must design and apply remuneration policies correctly and must record the 
respective procedures and any other items re-uired for the implementation of such 
policies, inter aliaC

E. BdP Iotice 7K2020, which regulates the governance and internal control systems 
and de1nes the minimum standards of banks, as amended by BdP Iotice Io. 
2K202’, highlightingC 4EN greater jeqibility in internal organisation with the possibility 
of splitting, combining or subcontracting functions related to risk management, 
compliance or internal control6 42N the introduction of mandatory training plans 
for members of management and supervisory bodies6 and 47N a change in the 
calendar for self'assessment of governance culture and systems 4reference date 
of 70 (eptember and submission by E’ IovemberN6 and 

2. BdP Fnstruction E8K2020 4as amended by Fnstruction Io. )K202’N, which regulates 
the reporting ofC

@ self'assessment  reports  on  the  ade-uacy  and  effectiveness  of 
organisational culture and governance and internal control systems6

@ the pool of employees who have a material impact on the institution:s risk 
pro1le6 and

@ the process of approving a higher maqimum level of the variable component 
of remuneration.

;oreover, banks must disclose information on the remuneration of corporate bodies and 
employees. This information should be included in corporate governance and internal 
compliance reports to be sent to BdP or the ((;. Fn 2027, Portugal implemented 
óirective 4í%N 20EJK8O8 on access to banking activity and prudential supervision 4GRó 
VN through Waw Io. 27'AK2022, of 8 óecember, which means that remuneration policies 
should be reviewed to ensure that they comply with re-uirements of proportionality and 
appropriateness to the si"e and structure of each credit institution6 this will weigh on, for 
eqample, obligations related to payment of the variable component of the remuneration 
of employees whose professional activities have a signi1cant impact on the risk pro1le of 
the credit institution.

Regulatory capital and li-uidity

Fn accordance with the Gapital Re-uirement Regulation 4GRRN, as a rule, credit institutions 
must permanently satisfy the following own fund re-uirementsC

E. Gommon í-uity Tier E 4GíTEN capital ratio of ).’96

2. Tier E capital ratio of ê96 and

7. total capital ratio of 89.

These ratios compare the relevant own fund items with the risk'weighted assets 4RUA in 
accordance with the GRRN. GíTE is a component of Tier E capital and includes shares, 
other capital instruments that rank below all other claims in the event of insolvency, 
share premium accounts, retained earnings, other reserves and funds for general banking 
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risk. Tier E capital includes, in addition to GíTE, the Additional Tier E, which consists of 
capital instruments ranking below Tier 2 instruments in the event of insolvency and the 
related share premium accounts. Gonversely, Tier 2 includes subordinated instruments 
and related share premium accounts ranking below GíTE.

Fn  addition  to  the  minimum  capital  re-uirements  described  above  4the  Pillar  E 
re-uirementsN, credit institutions must also comply with the Pillar 2 re-uirement 4P2RN, 
aimed at covering risks that are underestimated or not covered by the Pillar E re-uirements. 
The P2R results from the (upervisory Review and ívaluation Process 4(RíPN carried out 
by the íGB.

The capital demand resulting from the (RíP also includes the Pillar 2 Duidance 4P2DN, 
which indicates the ade-uate level of capital to be maintained to provide a su€cient buffer 
to withstand stressed situations. Towever, unlike the P2R, the P2D is not legally binding.

/n top of the ).’9 GíTE ratio, credit institutions must also hold the following capital 
buffersC

E. capital conservation buffer of up to 2.’ per cent of RUA6

2. the capital buffer for D'(FFs with no upper limit 4this is not applicable to Portugal, as, 
currently, there are no D'(FFs in the countryN6

7. /ther (ystemically Fmportant Fnstitutions 4/'(FFsN capital buffer of up to 79 4this will 
apply to certain credit institutions in Portugal and ranges between approqimately 
0.2’9 and E9, as of E —anuary 202êN6

). countercyclical capital buffer between 0 and 2.’9 of RUA. Fn 202), BdP established 
a :neutral: level countercyclical capital buffer rate of 0.O’9, after revising the 
methodological framework for such buffer which remains applicable in 202ê6 and

’. systemic risk buffer in intervals of 0.’9 of all or some of the eqposures, capped at 
’9, which applies to the sum of D'(FFK/'(FF and systemic risk buffers 4it has been 
"ero per cent in Portugal. 5rom E /ctober 202), it is capped at )9 on all eqposures 
in the retail portfolio of individuals that are secured by residential property, as ruled 
by the BdPN.

Fn a scenario where the above'mentioned buffers are breached, automatic safeguard 
measures will apply to limit the amount of dividend and bonus payments.

5inally, institutions must also meet a li-uidity coverage ratio 4WGRN of at least E009 as 
re-uired by the WGR óelegated Regulation, implemented following Basel FFF. Banks should 
also have su€cient capacity on their balance sheet to absorb losses and, in case of 
resolution, to ensure recapitalisation, having also to comply with ;RíW.

Recovery and resolution

Fn accordance with RDFG(5, the BdP may decide to apply four different resolution measures 
to failing institutionsC

E. the sale of business tool6

2. the bridge bank tool6
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7. the asset separation tool6 and

). the bail'in tool.

Fn a sale of business scenario, the BdP will decide on the transfer, in whole or in part, of 
assets, rights or liabilities of the intervened credit institution to one or more institutions 
authorised to pursue the same activity in the Portuguese market.

Uhen deciding on the bridge bank scenario, the BdP resolves on the transfer, in whole or in 
part, of assets, rights or liabilities of the intervened credit institution to one or more bridge 
institutions speci1cally incorporated for such purpose, which, in turn and at a later stage, 
will be sold in the market or will transfer its assets and liabilities to one or more institutions 
authorised to pursue the banking activity in the Portuguese market. The remaining assets 
and liabilities not transferred to the bridge institution stay on the balance sheet of the failed 
bank, which typically enters into winding'up proceedings applicable to credit institutions.

Fn the asset'separation scenario, the BdP may determine the transfer of assets, rights or 
liabilities of an institution under resolution or a bridge institution to one or more asset 
management vehicles, to maqimise the respective value in a subse-uent alienation or 
li-uidation.

Wastly, in a bail'in scenario, the BdP may also decide to apply bail'in measures to a given 
credit institution for the purpose of reinforcing its capital position and own funds, so 
that it may continue to carry out its banking activity, while complying with regulatory 
re-uirements.

Regarding bail'in, the BdP may reduce the nominal value of credits that constitute credit 
institution liabilities and to increase the share capital by the conversion of eligible liabilities 
through the issue of ordinary shares. Through this tool, losses end up being allocated 
to shareholders and creditors, thus in principle shifting the burden of bank rescues from 
taqpayers to bank creditors. Portugal has a Resolution 5und, which aims to provide 
1nancial support for the implementation of resolution measures, such as subscribing the 
share capital of a bridge bank 4a óeposit Duarantee 5und also eqists, although this is not 
covered in this chapterN.

Gonclusively, no shareholder or creditor should bear a loss eqceeding that which it would 
have incurred had the credit institution gone into li-uidation, following the Uno creditor 
worst offU rule.

Banks should maintain a recovery plan and a resolution plan that must be submitted to the 
BdP. These should cover the relevant countermeasures if a bank is in 4or is likely to beN a 
situation of 1nancial imbalance, as well as detailed steps to ensure a steady resolution, if 
it comes to that point.

Fn this conteqt, the BdP issued Iotice Io. 2K202), which repeals and replaces Iotice 
Io. 7K20E’ of 2 Iovember, considering the regulatory evolution of recent years and the 
eqperience gained in the development, implementation and evaluation of recovery plans, 
de1ning the procedures for reporting, maintaining and reviewing recovery plans.

Conduct of business
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Fn their relations with customers, representatives of credit institutions are sub3ect to high 
level duties of diligence, neutrality, loyalty and discretion regarding the interests entrusted 
to them.

The BdP is watchful of the information and advertising made by banks. Gredit institutions 
authorised in other í% ;ember (tates may advertise their services in Portugal under the 
same terms and conditions as institutions having their head o€ce in Portugal.

Regarding retail marketing, banks must provide information on the possible remuneration 
that they offer, the features of the products offered and any applicable charges and 
commissions. Fn particular, when in comes to lending, pre'contractual information must be 
provided to costumers, in printed or other durable formats, on the conditions of the credit 
and total cost, as well as on obligations and risks associated with default on the loan.

Possible sanctions and liability

%nauthorised deposit'taking or lending is punishable by imprisonment of up to 1ve years. 
Refusal to comply with orders or warrants of the BdP is sub3ect to the penalty provided for 
the crime of -uali1ed disobedience if the BdP or an o€cial has issued a warning of such 
commission.

(ome offences are punishable by a 1ne ranging from ‘7,000 to ‘E.’ million 4or ‘E,000 to 
‘’00,000, in the event that the offence is committed by a natural personN, ranging fromC

E. eqercise of an activity in breach of the rules on registration with the BdP6

2. infringement of the rules on the subscription or paying'up of share capital6

7. non'compliance in relation to the prudential limits determined by law or the 
regulator6

). failure to comply with accounting standards and procedures determined by law or 
the regulator6 and

’. non'disclosure of information due to the BdP.

/ther severe offences are punishable by a 1ne of ‘E0,000 to ‘’ million 4or ‘),000 to ‘’ 
million, in the event that the offence is committed by a natural personN, ranging fromC

E. unauthorised practice of transactions eqclusively reserved for credit institutions or 
1nancial companies6

2. fraudulent payment of the capital6

7. falsi1cation of accounts and the non'eqistence of organised accounting, as well as 
non'compliance with other applicable accounting rules determined by law or the 
regulator6

). breach of rules on credit granted to holders of -ualifying holdings6

’. wilful acts of detrimental management, to the detriment of depositors, investors 
and other creditors, practised by members of a banks: statutory bodies6

ê. failure to contribute to the óeposit Duarantee 5und or the Resolution 5und6 and
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O. ac-uisition of a -ualifying holding despite the against a decision of the regulator, 
among others.

Funding

The main source of funding from Portuguese banks is deposit'taking.

Ft is also common for banks to engage in debt issuance and other market instruments. 
Fn principle, there are no restrictions on debt and debt like instruments, as long as they 
comply with general securities markets rules and regulations and are approved by the BdP 
and the G;V; 4if applicableN.

Portuguese banks are also 1nanced by the íurosystem.

Control of banks and transfers of banking business

Gontrol regime

Ac-uisition, by direct or indirect means, of a -ualifying holding in a credit institution by any 
investor is sub3ect to prior communication to the BdP. Fn addition, increases of -ualifying 
holdings must also be previously communicated to the BdP, whenever the increased 
-ualifying holding may reach or eqceed E09, 209, one'third or ’09 of the share capital 
or the voting rights, or if the credit institution becomes a subsidiary of the ac-uiring entity.

The BdP may oppose the proposed ac-uisition if information provided by the potential 
ac-uirer is deemed incomplete or if the relevant potential ac-uirer does not ful1l the 
conditions to ensure a sound and prudent management of the credit institution. As to 
the potential ac-uirer of a -ualifying holding, the following criteria should be taken into 
accountC

E. suitability6

2. reputation,  professional  -uali1cation,  independence  and  availability  of  the 
members of the management body of the credit institution to be appointed as a 
result of the proposed ac-uisition6

7. 1nancial soundness of the proposed ac-uirer6 and

). ability by the credit institution to comply and continue to comply with any applicable 
prudential re-uirements.

Banking ac-uisitions are sub3ect to corporate rules on 1nancial assistance, capital 
maintenance and other similar rules. óepending on the speci1c scenario, Portuguese law 
may limit the ability of a bank to grant security interests for the obligations of a purchaser 
to repay ac-uisition 1nance, as leverage buyout limitations may apply.

Transfers of banking business
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Transfer of the business of a bank may occur by way of a demerger or an ac-uisition deal 
4strictly speakingN, meaning an asset deal.

By way of a demerger, the proposed segregation of the business unit would occur, followed 
by its incorporation into another company. The need to obtain consent from costumers in 
a demerger scenario is not clear and may be disputable, depending on the speci1c case, 
namely if only a partial spin'off is considered and the positions being assigned are mostly 
passive 4ie, deposits or debt entitlementsN.

Ff the transfer of banking business is made through an asset deal, it shall typically be 
governed by a master agreement covering the transfer of assets and liabilities for which 
the transfer is being envisaged. Fn this case, the transfer of agreements with customers 
or third parties will, in principle, re-uire consent of the customers and third parties, eqcept 
for the transfer of employment contracts or the leased premises or e-uipment, as well as 
the transfer of positions that only comprise active entitlements 4ie, credit entitlementsN, for 
eqample. Ff consent is not obtained, the transferor will remain formally and bound by law.

Special considerations

A 1rst draft of the new Banking Activity Gode was released for public consultation on 
/ctober 2020 by the BdP, with the intention of simplifying the framework governing banking 
activities in Portugal.

The new Banking Activity Gode may prove to be a true paradigm shift in banking regulation 
in Portugal, with the 1nal draft, which has been already approved, proposing measures 
such asC

E. a prohibition on self'placement 4a ban on banks selling to non'professional 
investors 1nancial instruments issued by themselves or by shareholders with a 
stake of 29 or more of the capitalN6

2. a minimum amount of ‘E00,000 established for the subscription of 1nancial 
instruments sub3ect to bail'in6

7. Banco de Portugal 4BdPN having the power to apply compulsory pecuniary measures 
to banks, calculated on a daily basis, to guarantee a more effective supervision6 and

). BdP having the power to force the largest shareholders of banks to sell their 
holdings, partially or totally, if the soundness of the institution is at risk or if there 
are suspicions of money laundering.

Outlook and conclusions

óespite ongoing military conjicts, rising global protectionism, a greater economic 
slowdown in the euro"one and signi1cant pressure in the housing market, the Portuguese 
economy continued to grow robustly in 202’. Banks remain generally sound and their 
balance sheets appear robust, but their resilience will inevitably be put to the test, 
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particularly in light of the potential impacts in íurope from the escalation of military 
conjicts emerging in the 1rst -uarter of 202ê.

The GRR FFF and GRó VF introduce substantial changes to implement the remaining 
components of the Basel FFF regulatory reforms, which the í% has largely adopted. zey 
elements of these reforms include the establishment of a new regulatory framework for 
non'í% banks to harmonise í% supervision, re-uirements for managing environmental, 
social and governance 4í(DN'related risks, revised methods for calculating risk'weighted 
assets with a focus on standardised calculations and the introduction of an Uoutput joorU 
to ensure minimum capital re-uirements for banks using internal models.

Uith regard to í(D matters,  GRR FFF  introduced article ))Ja, which re-uires credit 
institutions to disclose detailed information on í(D'related risks, with a clear distinction 
between physical and transition risks. This new obligation has been applicable from E 
—anuary 202’.

Ft is eqpected that í(D matters will remain in the agenda, with an increase in demands 
for í(D evaluation criteria to be generally re-uired in many banking services being 
rendered to the corporate community, as well as with the market also pushing forward 
this evolution trend, with green and sustainable debt issues and sustainability'linked 
transactions completed by some of the main listed companies and even smaller market 
participants. At the same time, í(D zey Performance Fndicators 4zPFsN are increasingly 
being incorporated into corporate 1nancing transactions.

5urthermore, these measures mandate more comprehensive 1t and proper tests for senior 
bank managers, ensuring standardised vetting processes before banks may assume their 
positions and eqposures. They also eqtend the supervisory powers of the competent 
authorities, encompassing the oversight of credit institution ac-uisitions, signi1cant asset 
or liability transfers, and mergers or divisions taking place in the market. These initiatives 
are certainly also designed to align bank risk management and capital re-uirements with 
broader sustainability and regulatory ob3ectives within the í%.

Fn what regards payment services, the Payment (ervices óirective 4P(ó7N and the Payment 
(ervices Regulation 4P(RN continue to shape the payments industry, particularly through 
the implementation of stronger security measures to better protect online transactions 
from fraud and the eqpansion of open banking practices. Fn addition, there is a strong 
emphasis on transparency, re-uiring banks to clearly disclose their fees and terms 
to ensure that consumers are well'informed. These measures are also designed to 
help Portuguese credit institutions adapt to the needs of tech'savvy consumers and 
businesses, ensuring they are well'prepared for the rapidly evolving 1nancial landscape.

The year 202ê may yet prove to be one in which the new Banking Activity Gode is 
approved, following a long period where the draft thereof has been made available for 
public consultation, although this naturally also depends on the unfolding of eqisting 
clashes within the countryxs political landscape. Ff this Gode is approved it will mean a 
total replacement of RDFG(5 and the consolidation, in a single legislative act, of the core 
regulation of banking activities.
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