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Statement of responsibility of the Board of Directors

I. This statement of responsibility issued by the Board of Directors of Banco Comercial Portugués, S.A., concerns the “2019
Market Discipline Report”, in compliance with the provisions of the CRD IV/CRR.

Il. The 2019 Market Discipline Report was prepared within the scope of Pillar lll, in accordance with the regulations and
legislation in force and in line with the practices of the main international banks.

Ill. The Regulation (EU) No. 575/2013 and Directive 2013/36 / EU, both dated June 26, (Capital Requirements Regulation /
Capital Requirements Directive), the latter transposed into the internal legal order by Decree-Law no. 157/2014 of 24
October, establish the requirements and criteria for the disclosure of information and own funds and for eligibility, namely
those provided for in articles 431 to 455 and 492 of the CRR under the requirements of the Pillar IIl.

IV. The capital accord is based upon three different and complementary pillars:

e  Pillar | - consists in rules for the determination of minimum own funds requirements for hedging credit, market and
operational risks;

e  Pillar Il - comprises the main principles of the supervision and risk management process, including the capital
adequacy self-assessment process;

e  Pillar Il - complements the previous pillars with the demand for the provision of information on the financial standing
and the solvency of credit institutions, establishing public disclosure requirements for capital and risk management
processes and systems, aiming at enhancing market discipline.

V. The relevant events occurred between the end of the 2019 exercise and the approval date of this report are described
in chapter 3.4 — Events with a material impact on own funds and capital requirements in 2020.

VI. Since the legal and regulatory requirements do not foresee it, this report was not audited by the Bank’s External
Auditor. However, the same includes information included in the audited consolidated financial statements, in the 2019
Annual Report that was discussed, and subject approved in the General Meeting of Shareholders that took place on 20 of
May 2020.

VII. The report has the following chapters:
1. Scope of application

2. Risk management in the Group

3. Capital adequacy

4. Credit risk

5. Counterparty credit risk

6. Credit risk mitigation techniques

7. Equity exposures in the Banking Book
8. Securitisation operations

9. Market risk

10. Operational risk

11. Interest rate risk in the Banking Book
12. Liquidity risk

VIIl. The 2019 Annual Report includes information about the Bank’s remuneration policy of the Executive Board of
Directors under the information reported in Part | of the Corporate Governance Report.

I1X. Concerning the information presented in the”2019 Market Discipline Report”, the Board of Directors:

e  Certifies that all procedures deemed necessary were carried out and that, to the best of its knowledge, all the
information disclosed is trustworthy and true;

e Assures the quality of all the information disclosed, including the one referring to or with origin in entities comprised
within the economic group of which the institution is part;

e Informsthat no information related to number 2 of article 432 of the CRR was omitted; and



e  Commits to timely disclose any significant alterations that may occur in the course of the financial year subsequent
to the one this reports relates to.

Lisbon, 20t of May 2020

The Board of Directors of Banco Comercial Portugués, S.A., by delegation
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List of the acronyms and technical terms frequently
used throughout the document

AC: Audit Committee

AML/CTF: Anti Money Laudering and Counter-terrorism financiang
BoD: Board of Directors

bps: Basis points (1 basis point = 0,01%)

CALCO: Capital Assets and Liabilities Committee

CCF: Credit Conversion Factors

CCP: Central Counterparty

CET1: Common Equity Tier 1

CRD IV: Directive 2013/36/EU of June, 26 regarding access to credit institutions’ activity and prudential supervision of
credit institutions and investment companies, which alters Directive 2002/87/CE and revokes Directives 2006/48/CE and
2006/49/CE

CRR: Regulation 575/2013/EU of June, 26, related to prudential requirements for credit institutions and for investment
companies, which changes Regulation (EU) no. 648/2012

CVA: Credit Valuation Adjustment

EAD: Exposure at Default

EBA: European Banking Authority

EC: Executive Committee of the BoD

ECAI: External Credit Assessment Institutions
ECB: European Central Bank

EMIR: European Market Infrastructure Regulation



1AS: International Accounting Standards

ICAAP: Internal Capital Adequacy Assessment Process

IFRS 9: International Financial Reporting Standard 9 - Financial Instruments
ILAAP: Internal Liquidity Adequacy Assessment Process

IRB: Internal Ratings Based

KNF (Komisdja Nadzoru Finansowego): Polish financial supervisory authority
KRI: Key Risk Indicators

LGD: Loss Given Default

0-SIl: Other Systemically Important Institution

OTC: Over-the-Counter derivatives

PD: Probability of Default

RAC: Risk Assessment Committee

RAF: Risk Appettite Framework, defined as the set of principles, policies, rules, limits and reports that
support the Bank's risk management function

RAS: Risk Appettite Statement, declaration including a set of indicators of risk acceptance limits by the Bank
RC: Risk Commission

REPOS (Repurchase agreements): Financial instruments subject to repurchase agreements

RSA: Risks Self-Assessment

SIC 12: Standing Interpretations Committee (before March 2002); Interpretation that defines the criteria for SPE
consolidation according to IAS 27

SFT: Securities Financing Transaction

SREP: Supervisory Review and Evaluation Process
SSM: Single Supervisory Mechanism

SPE: Special Purpose Entity

SVaR: Stressed Value at risk

VaR: Value at Risk



Introduction

The “2019 Market Discipline Report” is comprised within the requisites for the provision of information foreseen in Pillar
Il of the Capital Accord, complementing the 2019 Annual Report of Banco Comercial Portugués, S.A. (hereinafter referred
to as “Bank” or “Millennium bcp”) concerning the information on risk management and capital adequacy on a consolidated
basis, namely in what concerns the provision of detailed information on the capital, solvency, risks assumed and respective
control and management processes.

This report includes the disclosure requirements foreseen in Part VIl of the Capital Requirements Directive IV/Capital
Requirements Regulation (CRD IV/CRR), whose objective is to give market participants precise and complete information
about the risk profile of institutions.

The standard formats and guidelines of the EBA, transposed into the national law through Instruction no. 5/2018, from
Banco de Portugal, were included as well as additional information deemed relevant for the evaluation of the Bank’s risk
profile and capital adequacy on a consolidated basis. The Group’s report is structured as follows:

1 Scope of application
2 Risk management in the Group
3 Capitaladequacy
4 Creditrisk
5  Counterparty credit risk
6  Credit risk mitigation techniques
7 Equity exposures in the Banking Book
8  Securitisation operations
9  Market risk
10  Operational risk
11 Interest rate risk in the Banking Book

12 Liquidity risk

The aforementioned chapters are preceded by framing information elements, in the following sections:
] Regulatory calculation methodologies

] Concise statement of risk appetite

Additionally, and given the fact that the Bank was considered as another systemically important institution (O-Sll), the
Group informs that it will comply with the terms of article 14-A, no. 3 of the Instruction no. 1/2018 of Banco de Portugal.
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Regulatory calculation methodologies

Following the request submitted by Millennium bcp in the first six months of 2009, the Bank received authorisation from
Banco de Portugal to use the advanced approach (internal model) for the generic market risk and to use the standard
approach for operational risk.

Banco de Portugal authorised, with effects as of 31 December 2010, the adoption of methodologies based on the Internal
Ratings Based models (IRB) for the calculation of capital requirements for credit and counterparty risk, covering a
substantial part of the risks of the activity in Portugal.

Subsequently, within the scope of the gradual adoption of the IRB approach in the calculation of capital requirements for
credit and counterparty risks, Banco de Portugal authorised the extension of this methodology to the subclasses
“Renewable Retail Positions” and “Other Retail Positions” in Portugal, effective as of 31 December 2011.

With reference to 31 December 2012, Banco de Portugal authorised the use of own estimates of Credit Conversion Factors
(CCF) for the “Corporate” risk class in Portugal and the adoption of IRB models for “Loans secured by residential real
estate” and for “Renewable Positions” in the retail portfolio of Bank Millennium, the Group’s subsidiary in Poland.

On 31 December 2013, Banco de Portugal authorised the extension of the IRB method to the real estate promotion
segment, as well as the adoption of own estimations of LGD (Loss Given Default) for the “Corporate” exposures in Portugal.

Without prejudice to the provision of more detailed information in the next chapters, it is shown in Table 1 a summary of
the calculation methodologies of the capital requirements used in the regulatory reporting as well as of the respective
geographic application scope.

TABLE 1 - CALCULATION METHODS AND SCOPE OF APPLICATION

31 Dec. 19 31 Dec. 18

CREDIT RISK AND COUNTERPARTY CREDIT RISK
PORTUGAL

Retail IRB Advanced IRB Advanced
Corporates IRB Advanced (" IRB Advanced
POLAND

Retail

- Loans secured by residential real estate IRB Advanced IRB Advanced
- Renewable positions IRB Advanced IRB Advanced
OTHER EXPOSURES (ALL ENTITIES OF THE GROUP) Standardised Standardised
MARKET RISKS @

Generic market risk in debt and equity instruments Internal Models  Internal Models
Foreign exchange risk Internal Models  Internal Models
iggtrrrlnr;c;crj:ttées risk and market risk in debt and equity Standardised Standardised
OPERATIONAL RISK Standard Standard
W Excludriwng exposures derived from the SOE rating systems and the simplified rating system, which were weighted by the standardised
approach.

@ For exposures in the perimeter centrally managed from Portugal; for all other exposures the only approach applied is the standardised
method.

) The adoption of the standard method of operational risk was authorised in 2009 for application on a consolidated basis.

1



Concise risk apetite statement

. Framework

BCP Group carries out its business activities in a sustained, controlled and prudent way, based at all times on the adequacy
and compatibility between the objectives set for the business and the levels of risk tolerance that are defined in
accordance to the long-term sustainability and profitability of the business.

y o«

These risk tolerance levels are embodied in the Group’s “Risk Appetite Framework” (RAF) which incorporates the following
elements.

» The “Risk Appetite Statement” (RAS);

» The "Risk Strategy", defined for all risks assessed as 'material' in the scope of the risks’ identification process
performed by the Bank at least on an annually basis. In this context, lines of action are identified for each material
risk, in order to mitigate (or even eliminate) the risks in question, along the identification of the structure units
and/or bodies responsible for implementing those lines of action;

» The"Risk management System" is composed by the internal Governance on the controland management of risks
and Compliance, either in terms of bodies and structural units or in what concerns the applicable internal
regulations, i.e., the comprehensive set of regulations for risk monitoring and control, that establish the daily risk
management policies and the limits’ framework stemming from the RAS;

»  The"Information and Communication System", through which the several risk indicators and the risk levels - vis-
a-vis the respective limits - are systematically monitored and reported to the Bank’s bodies and different
management levels.

The Group's RAS is an active constraint in what concerns the levels of risk arising from the Bank's plan and budget and is
subject to regular reviews considering the various developments in the internal and external environment and of the way
in which these have an influence on the perspective evolution of the Bank’s material risks.

The Group's RAS is articulated and complemented by the RAS of the various subsidiaries, creating a coherent framework
that ensures consistency between the risk tolerance levels of the various entities / geographies and the Group on a
consolidated basis.

The Group's RAS currently consists of a set of around 26 indicators, defined according on the materiality assessed for the
risks they measure and to their importance in relation to the business objectives that are defined in the BCP Group's
strategic plan.

The RAS for Portugal includes 39 indicators in question reflect limits associated with different analytical views on the
Group’s business that are considered imperative for its continuity and sustainability - Solvency / Liquidity and funding /
Profitability and business mix / Reputation and brand — and are directly or indirectly linked to the different objectives’
types of the strategic plan for 2021, namely: Business growth / Value creation / Asset quality.

Il. The "Risk Apetite Statement” (RAS)

The indicators of the Group’s and Portugal’s RAS are aproved by the Board of Directors of Banco Comercial Portugués,
S.A., from a proposal of BCP’s Risk Office — the structure unit that cordinates the implementaton and maintenance of the
mechanisms and denitions of the SGR — aftar an opinion from the BoD’s Executive Committee and Risk Assessment
Committees. The RAS of the other subsidiaries follows the same procedures as the BCP Group regarding the involvement
of local government bodies, and the alignment of the risk limits of the subsidiaries with the Group's consolidated has been
previously validated with the BCP Risk Office.

The RAS is reviewed at least once a year (or whenever the risk circumstances identified at any given moment so determine),
both in terms of the list of indicators considered and their limits thresholds. For each indicator, the limits are fixed using a
"RAG" approach (red, amber, green):

= Red = critical level, represented by an excess or insufficiency, that must be corrected in the shortest time
possible;

= Amber = alert level, representing a negative evolution towards an excess or insufficiency, which should prompt
immediate corrective and/or mitigation measures;

= Green = comfort level, within the defined risk tolerance.
For the main subsidiaries of the group - Bank Millennium (Poland), Banco Internacional de Mocambique (Mozambique) and
Millennium Banque Privée (Switzerland) - local RAS are defined, with the same structure of risk areas as in the parent

company, adapted to the specificities of the business in these geographies and calibrated in order to ensure consistency
with the Group's RAS.
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The Group has defined a set of indicators to be included in the RAS of all entities it consolidates - the so-called Corporate
RAS - and which allows monitoring and comparing the Group's material risks at the consolidated and individual level of
each subsidiary / geography, ensuring the comparability of the information between the various entities of the group. In
addition to the set of corporate RAS indicators, the different geographies define other indicators to include in their RAS
for monitoring material risks at the local level.

The implementation of a comprehensive and diversified structure of mechanisms necessary for the identification,
measurement, monitoring, control, prevention and mitigation of the various risks incident on the Group's activities is
based on criteria of economic and financial rationality (based, inter alia, on a cost/benefit analysis), in order to allow the
sustained (and sustainable) development of all business activities, in a simultaneously profitable and prudent manner,
adequate to the defined objectives.
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1.SCOPE OF APPLICATION

1.1. IDENTIFICATION OF BANCO COMERCIAL PORTUGUES, S.A.

Banco Comercial Portugués, S.A. is a public traded company with share capital open to public investment (public
company), with registered office at Praca D. Jodo |, 28, in Porto, registered at the Porto Commercial Registry under the
unique registry and tax number 501,525,882, registered at Banco de Portugal with code 33, at the Securities Market
Commission as a Financial Intermediary under registration number 105 and at the Insurance Institute of Portugal as a Tied
Insurance Intermediary, under number 207,074,605.

The share capital of the Bank, on 31 December 2019 was 4.725.000.000 euros, fully paid up and represented by
15,113,989,952 shares without nominal value. The ordinary, book-entry and nominal shares are registered in the
centralised system managed by Interbolsa — Sociedade Gestora de Sistemas de Liquidacédo e de Sistemas Centralizados de
Valores Mobilidrios, S.A.

The Bank is a public company, established in Portugal by public deed on 25 June 1985, parent company of a number of
companies with which it has a controlling or group relationship, under the terms of article 21 of the Securities Code
(henceforth designated as "Group" or "BCP Group"), and is subject to the European Central Bank supervision on both
individual and consolidated basis, through the Single Supervisory Mechanism (SSM), in accordance with the provisions of
Regulation (EU) no. 468/2014 of the European Central Bank (ECB/2014/17) (SSM Framework Regulation).

The Bank's Articles of Association and the individual and consolidated Annual Reports, as well as the Corporate
Governance and Sustainability Reports, are at the public's disposal, for consultation, at the Bank's registered office and on
its website, at www.millenniumbcp.pt.

1.2. BASIS AND PERIMETERS OF CONSOLIDATION FOR ACCOUNTING AND PRUDENTIAL
PURPOSES

The information disclosed within the present document reflects the consolidation perimeter for prudential purposes,
which differs from the consolidation perimeter of the Group accounts defined in accordance with the International
Financial Reporting Standards (IFRS) as approved by the European Union (EU) within the scope of the provisions of
Regulation (EC) no. 1606/2002 of the European Parliament and of the Council of 19 July 2002, as transposed into the
Portuguese legislation through the Decree-Law 35/2005 of 17 February and the Notice of Banco de Portugal no. 5/2005.

The main differences between the consolidation perimeter for prudential purposes and the consolidation perimeter of the
Group accounts are related with the treatment of companies whose activity is of a different nature and incompatible with
the provisions of the General Framework for Credit Institutions and Financial Companies, with reference to supervision on
a consolidated basis, in accordance with Banco de Portugal Notice no. 8/94, namely in relation to commercial, industrial,
agricultural or insurance companies.

The companies mentioned in the previous paragraph are excluded from consolidation for prudential purposes but are
considered by the equity method. Notwithstanding, and according to the Notice 8/94 of Banco de Portugal, Banco de
Portugal may order the inclusion of some of these companies in the prudential consolidation perimeter, when it considers
this the most appropriate decision in terms of supervision objectives.

In addition, shareholdings excluded from consolidation for prudential purposes that are recorded in the financial
statements for the purposes of supervision on a consolidated basis under the equity method, may have to be deducted
from consolidated own funds, totally or partially, under the terms defined by the CRR, as detailed in chapter “3. Capital
adequacy”. As of 31 December 2019, there are no subsidiaries not included in the consolidation perimeter for prudential
purposes, whose own funds are lower than the minimum required level. Also, there are also no subsidiaries included in the
consolidation perimeter for prudential purposes, regarding which the obligations relative to the minimum level of own
funds and limits to large exposures 