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SECOND SUPPLEMENT DATED 12 DECEMBER 2019 TO THE PROSPECTUS DATED 19 

FEBRUARY 2019 

 

BANCO BPI, S.A. 

(incorporated with limited liability in the Republic of Portugal) 

 

EUR 9,000,000,000  

COVERED BONDS PROGRAMME 

 

 

This supplement dated 12 December 2019 (the “Supplement”) to the Base Prospectus dated 19 February 2019 (the 

“Base Prospectus”), as supplement by a supplement dated 6 March 2019, constitutes a supplement to the Base 

Prospectus, in the meaning of article 16 of Directive 2003/71/EC, as amended, prepared in connection with the 

Covered Bonds Programme (the “Programme”) established by Banco BPI, S.A. (the “Issuer”, fully identified in 

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

Each of the Issuer, the members of the Board of Directors of the Issuer and the members of the Supervisory Board 

and the Statutory Auditor of the Issuer (see the relevant subsections of the “DESCRIPTION OF THE ISSUER” 

section in the Base Prospectus as supplemented) hereby declares that, to the best of its knowledge (having taken 

all reasonable care to ensure that such is the case), the information contained in this Supplement is in accordance 

with the facts and contains no omissions likely to affect its import. 

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

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

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

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

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

the approval of the Base Prospectus. 

This Supplement to the Base Prospectus will be available for inspection at and may be obtained free of charge 

from the registered office of the Issuer and is available for viewing in the following websites: 

 Website of the Issuer; and 

 Website of the Comissão do Mercado de Valores Mobiliários: www.cmvm.pt. 

 

A. GENERAL AMENDMENTS 

References to, and the definition of, the Base Prospectus dated 19 February 2019 shall be amended to include the 

Supplement dated 6 March 2019 and this Supplement dated 12 December 2019. 

 

B. RISK FACTORS 

1.  The third sentence of the second last paragraph of the risk factor under the heading “Economic and financial 

situation in Portugal may impact the condition, business and results of the Issuer”, which could be found on page 

11 of the Base Prospectus, is entirely replaced as follows: 
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“Current ratings of the Portuguese Republic are as follows: S&P: BBB, upgraded from BBB- as of 15 March 

2019, with a positive outlook as of 13 September 2019; Moody’s: Baa3, upgraded from Ba1 as of 12 October 

2018, with a positive outlook as of 9 August 2019; Fitch: BBB as of 15 December 2017 with a positive outlook as 

of 24 May 2019, and reaffirmed with a positive outlook as of 22 November 2019; and DBRS: BBB (high), upgraded 

from BBB , with stable outlook as of 4 October 2019.” 

 

2. The following paragraphs are hereby inserted at the end of the risk factor under the heading “The fulfilment of 

both the current and future capital requirements as set out by the European authorities and by the Bank of Portugal 

could lead the Issuer’s Group to attract additional capital and/or to face adverse consequences”, which could be 

found on page 22: 

 

“As of 30 September 2019, Issuer’s capital ratios were: 

 

Source: Issuer’s 2019 first nine months results presentation (unaudited)” 

 

On 30 October 2019, the Issuer informed the market that, by decision token on that day, its sole shareholder 

approved the proposal of the Board of Directors of Banco BPI for the distribution of 150 million euro of free 

reserves. This distribution of free reserves, together with the issuance in September of 275 M.€ of undated deeply 

subordinated notes (AT1) fully subscribed by CaixaBank, S.A., contributes to the Issuer having a more optimised 

prudential capital composition, with a distribution of the CET1, Tier 1 and Total Capital elements more aligned 

with the levels set out in the Capital Requirements Regulation (CRR). 
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1) Including the 1st half 2019 results net of dividends assuming a payout corresponding to the upper limit of the long term dividend policy. 

The capital ratios as of 30 June 2019 reported for prudential purposes and disclosed in the 1st half 2019 Report and Accounts did not include 

the half year results and were the following: CET1 ratio of 13.1%, Tier 1 ratio of 13.1% and total capital ratio of 14.9%. 

 

On 9 December 2019, the Issuer informed the market that it has received the European Central Bank’s (ECB) 

decision regarding the minimum prudential capital requirements to be fulfilled from the 1st of January 2020, a 

decision based on the results of the Supervisory Review and Evaluation Process (SREP). In addition, the Bank of 

Portugal announced, in a statement released on the 29th of November 2019, the capital buffer that the Issuer has to 

comply with as "Other Systemically Important Institution" (O-SII). 

Regarding the minimum own funds requirements to be complied with, the above mentioned decision determines 

the following minimum ratios relative to the total risk weighted assets (RWA): 

 

According to the ECB's decision under the SREP, the Pillar 2 requirement for the Issuer in 2020 will be 2.0 per 

cent., unchanged relative to 2019. Taking into account the ratios calculated as of 30th September 2019, the Issuer 

complies with the new minimum capital requirements for CET1 (Common Equity Tier 1), Tier 1 and Total ratios. 

These requirements imply that the minimum CET1 threshold below which the Issuer would have restrictions in 

2020 on distributions in the form of dividends, variable remuneration or coupons of Additional Tier 1 equity 

instruments, commonly referred to as Maximum Distributable Amount trigger (MDA trigger) is 9.38%, to which 

must be added, at all times, the potential capital deficits of the Additional Tier 1 or Tier 2 relative to the minimum 

Pillar 1 levels of 1.5 per cent. and 2 per cent, respectively. 

Given Issuer's current capital levels on a consolidated basis, these requirements do not imply any restrictions on 

the aforementioned distributions.” 
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3. A new chart is hereby inserted before the last paragraph of the risk factor under the heading “Credit Risk faced 

by the Issuer”, which could be found on page 38: 

 

“

 
Source: Issuer’s 2019 first nine months results presentation (unaudited)” 

 

4. A new paragraph is hereby inserted at the end of the risk factor under the heading “Risks relating with market 

transactions on the Issuer’s own portfolio”, which could be found on page 42: 

“At the end of September 2019: 

 

 

  

 
Source: Issuer’s 2019 first nine months results presentation (unaudited)” 
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5. The third, fourth, fifth and sixth paragraphs of the risk factor under the heading “Liquidity risk faced by the 

Issuer”, which could be found on page 43 of the Base Prospectus, are entirely replaced as follows: 

“The rules on asset eligibility for Eurosystem operations were made more flexible, allowing for the creation of 

portfolios made up of mortgage, corporate loans and consumer credit. As of 30 September 2019, the Issuer had a 

portfolio of available assets eligible for obtaining additional funding from the ECB, totalling € 9.4 billion.  

The Issuer continuously tracks the evolution of its liquidity, monitoring incoming and outgoing funds in real time. 

Projections of short and medium term liquidity are carried out in order to help plan the funding strategy in the 

monetary and capital markets. Total funding obtained by the Issuer from the ECB amounted to € 1.4 billion at the 

end of September 2019, corresponding entirely to funds raised under the TLTRO (Targeted Longer-term 

Refinancing Operations). The refinancing needs for medium and long-term debt up till the end of 2021 are fully 

covered by the redemptions of the bonds portfolio. 

The inability of the Issuer, to anticipate and provide for unforeseen decreases or changes in funding sources could 

have consequences on the Issuer’s ability to meet its obligations when they fall due. 

As of 30 September 2019 (as per Issuer’s 2019 first nine months results presentation (unaudited)), the Issuer’s 

Liquidity Coverage Ratio (“LCR”) (average 12 months, according to EBA guidance) was 175 per cent. (average 

amount (last 12 months) of LCR components calculation: Liquidity Reserves (4 242 M.€); Total net outflows (2 

427 M.€). The LCR addresses the sufficiency of high quality liquidity assets to meet short-term liquidity needs 

under a severe stress scenario and it is calculated in accordance with Delegated Regulation (EU) 2015/61 of the 

European Commission, of 10 October 2014.” 

 

6. The risk factor under the “Exposure to the Issuer’s credit risk in case of insufficiency of the assets comprised 

by the Cover Pool”, which could be found on page 46 of the Base Prospectus, is hereby entirely replaced as 

follows: 

“The Covered Bonds are unsubordinated obligations of the Issuer secured by a special creditor privilege created 

under the Covered Bonds Law over the Cover Pool maintained by the Issuer. In case of insufficiency of the assets 

comprised by the Cover Pool, the holders of the Covered Bonds will be treated as common creditors of the Issuer 

and will have to rely, for the performance by the Issuer of its obligations under the Covered Bonds, on the 

sufficiency of the assets of the Issuer available to common creditors. Accordingly, the holders of Covered Bonds 

will become exposed to the credit risk of the Issuer, in case of insufficiency of the assets comprised by the Cover 

Pool to meet the obligations of the Issuer under the Covered Bonds. 

Credit rating agencies regularly assess the Issuer and its credit risk of long-term debt is based on a diverse number 

of factors, including its financial performance, the rating of the Republic of Portugal, and the conditions affecting 

the sector in general and the Portuguese banking system in particular. 

At the date of this Prospectus, the credit ratings (long term / short term) and Outlook of the Issuer are: 

Moody's: Ba1/NP with stable outlook. The last revision occurred on 24 July 2019; 

S&P: BBB/A-2 with stable outlook. The last revision occurred on 18 March 2019; 

Fitch: BBB / F2 with stable outlook. The last revision occurred on 11 October 2018. 

On 24 July 2019, Moody’s affirmed the Issuer deposit ratings at Baa1/Prime-2 and the senior unsecured debt 

rating at (P)Ba1, with a stable outlook. At the same time, the Issuer baseline credit assessment (BCA) was 
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upgraded to baa3 from ba1 and the adjusted BCA was affirmed at baa3. On 26 June 2019, Moody’s downgraded 

the following ratings of the Issuer: (1) the long term issuer rating to Ba1 from Baa2; (2) the long term senior 

unsecured debt programme rating to (P)Ba1 from (P)Baa2; (3) the short term rating to (P)Not Prime from (P) 

Prime-2. The outlook on the long term issuer rating has been changed to stable from negative and the outlook on 

the long term deposit rating remained stable. On the same date, the following ratings were affirmed: (1) the 

subordinated debt programme rating at (P)Ba1; (2) the junior subordinated debt programme rating at (P) Ba2; 

(3) the Counterparty Risk Rating at Baa1/Prime-2; and (4) the Counterparty Risk Assessment (CR Assessment) at 

Baa2(cr)/Prime-2(cr). Further, Moody’s assigned a (P)Ba1 junior senior unsecured rating to the long term senior 

non preferred medium term note programme of the Issuer. The rating actions taken on 26 June 2019 were 

prompted by the new legal framework in Portugal, implemented in 2019, which establishes full depositor 

preference over senior unsecured debt instruments in the event of a bank resolution. 

On 18 March 2019, S&P upgraded the long-term issuer credit ratings to BBB from BBB- and upgraded the short-

term issuer ratings to A-2 from A-3. The ratings outlook was changed from positive to stable and the stand-alone 

credit profile (SACP) was kept unchanged at bb+. The upgrades follow a similar rating action on Portugal on 

March 15.  

On 11 October 2018, Fitch upgraded the Issuer's Long-Term Issuer Default Rating (IDR) to BBB from BBB- with 

a stable outlook and the Short-Term IDR to F2 from F3. At the same time Fitch affirmed the bank’s Viability 

Rating (VR) at bb+.  On 30 October 2019, Fitch affirmed the Issuer ratings with a stable outlook. 

The current long-term rating assigned to the Issuer by Moody's is one notch below the rating of the Republic of 

Portugal (Baa3 with stable outlook). In the case of S&P, the rating of the Issuer is at the same level of the Republic 

of Portugal (BBB with stable outlook). The rating of the Issuer by Fitch is also at the same level of the Republic 

of Portugal (BBB with stable outlook). To the extent that there are reductions on the rating of the Republic of 

Portugal by the rating agencies it is likely that they affect bank ratings. Such events may result in the application 

of higher haircuts to assets eligible for refinancing of banks with the ECB leading to a reduction of the eligible 

amount of all such assets. 

There is no guarantee of maintenance of the current credit ratings assigned to the Issuer. Additional lowering of 

the credit ratings of the Issuer may have implications on credit ratings of collateralized debt issued by the Issuer 

which, in turn, can affect the portfolio of assets eligible for funding from the Eurosystem and increase the cost of 

the Issuer resources.” 

 

C. DOCUMENTS INCORPORATED BY REFERENCE 

1. On page 65 of the Base Prospectus, the first paragraph has been amended and supplemented with the insertion 

of the following: 

 

 “(f) the Portuguese version of the Issuer’s consolidated Annual Report in respect of the financial year ended on 

31 December 2018; 

(g) the Portuguese version of the Issuer’s first half 2018 interim consolidated Report; 

(h) the Portuguese version of the results presentation with the consolidated results in respect of the first nine 

months of 2019 (unaudited results).” 

The documents referred above are available for consultation at www.cmvm.pt. 
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2. On page 65 of the Base Prospectus, the last paragraph has been amended and supplemented with the insertion 

of the following: 

“The table below refers to points (a), (b), (c), (e), (f), (g) and (h): 

BANCO BPI  

Information Incorporated by Reference Reference 

Unaudited consolidated results at 30 September 2019 

Consolidated Income Statement (Conta de Resultados 

Consolidada) 

34 

Consolidated Balance Sheet (Balanço Consolidado)  35 

Consolidated profitability and efficiency metrics 

(Indicadores de rendibilidade e eficiência consolidados) 

36 

First Half 2019 Report 

Consolidated Balance Sheets (Balanços Consolidados 

intercalares condensados em 30 de Junho de 2019 e 31 de 

Dezembro de 2018) 

36 

Consolidated Statements of Income (Demonstrações 

Consolidadas Intercalares condensadas dos resultados 

para os períodos findos em 30 de Junho de 2019 e 31 de 

Dezembro de 2018) 

37 

Consolidated Statements of Profit or Loss and other 

Comprehensive Income (Demonstrações consolidadas 

intercalares condensadas dos resultados e de outro 

rendimento integral para os períodos findos em 30 de 

Junho de 2019 e 31 de Dezembro de 2018) 

38 

Statements of changes in shareholders' equity 

(Demonstrações consolidadas intercalares condensadas 

de alterações nos capitais próprios para os períodos 

findos em 30 de Junho de 2019 e 31 de Dezembro de 2018) 

39 

Consolidated Statements of Cash flows (Demonstrações 

consolidadas intercalares condensadas dos fluxos de 

caixa para os períodos findos em 30 de Junho de 2019 e 

31 de Dezembro de 2018) 

40 

Notes to the Consolidated Financial Statements 

(Demonstrações financeiras consolidadas Intercalares 

em 30 de Junho de 2019) 

41-117 

Auditors report (Relatório de revisão limitada de 

demonstrações financeiras consolidadas intercalares 

condensadas) 

118-119 

Annual Report 2018 
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Consolidated Balance Sheets (Balanços Consolidados em 

31 de Dezembro de 2018 e 2017) 

84 

Consolidated Statements of Income (Demonstrações 

Consolidadas dos resultados para os períodos findos em 

31 de Dezembro de 2018 e 2017 Reexpresso) 

85 

Consolidated Statements of Profit or Loss and other 

Comprehensive Income (Demonstrações consolidadas 

intercalares condensadas dos resultados e de outro 

rendimento integral para os períodos findos 31 de 

Dezembro de 2018 e 2017 Reexpresso) 

86 

Statements of changes in shareholders' equity 

(Demonstrações consolidadas de alterações nos capitais 

próprios para os períodos findos em 31 de Dezembro de 

2018 e 2017 Reexpresso) 

87 

Consolidated Statements of Cash flows (Demonstrações 

consolidadas dos fluxos de caixa para os períodos findos 

em 31 de Dezembro de 2018 e 2017 Reexpresso) 

88 

Notes to the Consolidated Financial Statements (Notas às 

demonstrações financeiras consolidadas em 31 de 

Dezembro de 2018 e 2017) 

89-240 

Auditors report (Relatório de auditoria) 242-253 

 

D. DESCRIPTION OF THE ISSUER 

1. The paragraphs under the heading “Selected Historical Key Financial Information” which could be found on 

page 133 of the Base Prospectus, have been amended and supplemented as follows: 

“The following tables contain selected key financial information at 30 September 2019. There have been no recent 

events particular to the Issuer which are material to the evaluation of the Issuer’s solvency since the publication 

of the Issuer's audited consolidated results for the half year 2019.”  

Source: Banco BPI’s presentation with unaudited consolidated results at 30 September 2019. 
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2. The paragraph under the heading “Investments” which could be found on page 142 of the Base Prospectus, 

have been entirely deleted and replaced as follows: 

“There have been no material investments by the Issuer since 30 September 2019.” 

 

3. The second paragraph under the heading “Ratings” which could be found on page 142 of the Base Prospectus, 

have been entirely deleted and replaced as follows: 

“The ratings assigned to the Issuer from time to time are available for consultation at 

http://bpi.bancobpi.pt/index.asp?riIdArea=AreaDivida&riChgLng=1&riLang=en&riId=IRatings&riIdTopo=. 

The long term/short term ratings currently assigned to the Issuer are Ba1/NP with stable outlook by Moody's, BBB 

/ F2 with stable outlook by Fitch and BBB/A-2 with stable outlook by S&P.” 

 

4. The last paragraph under the heading “Statutory Auditor” which could be found on page 148 of the Base 

Prospectus, has been entirely deleted and replaced as follows: 

“PricewaterhouseCoopers, SROC, S.A., member of the Portuguese Association of the Chartered Accountants 

(“Ordem dos Revisores Oficiais de Contas”), with registered office at Palácio Sottomayor, Rua Sousa Martins, 1-

3º, 1069-316 Lisbon, as designated José Manuel Henriques Bernardo to represent it, who is also a member of the 

Portuguese Association of the Chartered Accountants. The alternate member is Ana Carla Ávila de Oliveira Lopes 

Bertão. José Manuel Henriques Bernardo has been responsible for the audit report for the period of six months 

ended 30 June 2018, for the audit report of 2018 and for audit report for the period of six months ended 30 June 

2019.” 

 

E. GENERAL INFORMATION  

1. The paragraph under the heading “Authorisation” which could be found on page 173 of the Base Prospectus, 

has been entirely deleted and replaced as follows: 

“The establishment of the Programme was duly authorised by (i) resolution of the Board of Directors of the Issuer 

dated 13 December 2007, renewed by resolutions of the Board of Directors of the Issuer dated 26 January 2017 

and 25 January 2019 and (ii) the Programme has been subsequently updated by duly authorisations of the Issuer 

relevant management body, the last update having been duly authorised by a resolution of the Executive Committee 

of the Issuer dated 5 February 2019 and 3 December 2019, in accordance with the provisions of the Covered 

Bonds Law.” 

 

2. The paragraph under the heading “Significant or Material Change”, which could be found on page 173 of the 

Base Prospectus, has been entirely deleted and replaced as follow: 

“There has been no material adverse change in the prospects of the Issuer since the publication of the Issuer’s 

first Half 2019 Report (Audited consolidated financial statements) and no significant change in the financial 

information the Issuer and BPI Group since the publication of the Issuer’s unaudited consolidated results for the 

first nine months of 2019.” 

 

3. The paragraph under the heading “Litigation”, which could be found on page 173 of the Base Prospectus, has 

been entirely deleted and replaced as follow: 
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“On 2 February 2017 BPI informed the market that on 30 January 2017 was notified of a legal action challenging 

a corporate resolution.  

Such legal action challenges the validity of Banco BPI’s General Meeting resolution passed on December 13 2016 

(the “Resolution”), which approved Banco BPI’s Board of Directors proposal to sell to Unitel, S.A. a stakeholding 

comprised of 26 111 (twenty-six thousand, one hundred and eleven) shares, representing 2 per cent. (two per cent.) 

of the share capital of Banco de Fomento Angola, S.A., pursuant to the sale and purchase agreement mentioned 

above. The legal action was filed by 4 individuals (the “Claimants”) who stated that they together held 175 920 

shares, representing 0,0121 per cent. of Banco BPI’s share capital. Banco BPI understands that the merits relied 

on to support the invalidity of the resolution do not proceed. In July 2019, the Court of First Instance issued its 

decision. This decision dismissed all the grounds alleged by the Authors to sustain the Resolution’s invalidity and 

acquitted Banco BPI. This decision was appealed by the Claimants to the Court of Second Instance. This Court 

has not yet issued its decision.  Although trusting that its position will prevail, BPI cannot predict the outcome of 

this decision. The abovementioned legal action and Banco BPI’ notification in such action do not suspend the 

effects of the contested decision.  

In 2012, the Portuguese Competition Authority (PCA), under the powers legally attributed to it, opened 

administrative infraction proceedings against 15 banks operating in the Portuguese market, including BPI, due to 

alleged competition restrictive practices. On 1 June 2015 Banco BPI was served the statement of objections, where 

it was accused of breaching the rules on competition.  

On 27 September 2017 the Bank presented its defense. During the process, and whenever appropriate, Banco BPI 

appealed against several interlocutory rulings issued by the Competition Authority, which the 

Bank considered as susceptible of violating its rights. 

On 9 September 2019, BPI was notified (Bank) of PCA’s decision which concluded that (i) BPI and other 

Portuguese banks had engaged in an exchange of information regarding past credit volumes and regarding 

spreads that were due to be publically disclosed and enter into force in a matter of days and (ii) that such conduct 

should be considered as an infringement by object. As a result, PCA decided to impose fines to all banks involved. 

The fine imposed on BPI was of 30 million euros.  

BPI appealed this decision to the Competition Court as it considers that has it has not committed the infringements 

attributed to it by the PCA and that therefore there should be no grounds for a conviction. As it shows in its appeal, 

BPI considers that (a) not only the alleged exchange of information did not occur as it is described by PCA (b) 

but also that (i) the exchange of information did not meet the conditions to be considered apt to result in negative 

effects to competition (ii) and it did not effectively caused any negative competitive effects, namely, it did not harm 

consumers.  Although trusting that its position will prevail, BPI cannot predict the outcome of this appeal 

Save as disclose above, there have been no governmental, legal or arbitration proceedings (including any 

proceedings which are pending or threatened of which the Issuer is aware) during the 12 months preceding the 

date of this Prospectus which may have or have had in the recent past a significant effect on the Issuer’s financial 

position thereof.  

 

4. The last paragraph under the heading “Accounts”, which could be found on page 174 of the Base Prospectus, 

has been entirely deleted and replaced as follow: 
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“The consolidated accounts for the financial years ended 31 December 2016 and 31 December 2017, audited by 

Deloitte & Associados SROC, S.A., and for the first half of 2018, for the financial years ended 31 December 2018 

and for the first half of 2019 audited by Pricewaterhousecoopers & Associados – Sociedade de Revisores Oficiais 

de Contas, Lda. were prepared according to International Accounting Standards (IAS) and with the International 

Financial Reporting Standards (IFRS) issued by International Accounting Standards Board (“IASB”) and 

endorsed by the European Union.” 

 

5. The paragraphs under the heading “Documents Available”, which could be found on page 175 of the Base 

Prospectus, have been amended and supplemented with the insertion of the following: 

“(l) the Portuguese version of the Issuer’s consolidated Annual Report in respect of the financial year ended on 

31 December 2018; 

(m) the Portuguese version of the Issuer’s first half 2019 interim consolidated Report; 

(n) the Portuguese version of the results presentation with the consolidated results in respect of the first nine 

months of 2019 (unaudited results).” 

 

6. The paragraphs under the heading “Post issuance reporting”, which could be found on page 175 of the Base 

Prospectus, have been amended and supplemented with the insertion of the following: 

““Any information which the Issuer is required by law or regulation to provide in relation to itself or securities 

issued by it, including the Covered Bonds, will be made available at www.cmvm.pt and at www.bancobpi.pt. 

The Issuer publishes quarterly investor reports on the outstanding Covered Bonds, including information on the 

Cover Pool and the applicable Overcollateralisation. Such reports are available at: 

http://bpi.bancobpi.pt/index.asp?riIdArea=AreaDivida&riChgLng=1&riLang=en&riId=ProgramaEmissoesOH

2&riIdTopo=. 

The following information could be found on the September 2019 Investor Report: 
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Dated 12 December, 2019 


