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& Housing market: No boom, no

Caixa Geral

Lol Activity levels were low

Having had a period of somewhat stronger growth in
very lacklustre performance throughout the last decade

The weight of the construction sector in the whole e

1. Portuguese Real Estate and Mortgage Market

bust

the '90s, Portugal’s housing market had a
, with no signs of a bubble.

conomy is very small, and the number of

building permits granted minimal. Both metrics are in line or below Euro Area levels.
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1. Portuguese Real Estate and Mortgage Market

& Housing market: No boom, no bust

Caixa Geral

Lo Price increases were very modest

The dismal performance of the Portuguese housing market can also be seen at the price levels.
Unlike countries like Spain, Ireland or France, the average annual price increase was very low.

If adjusted for inflation, real price change has in fact been slightly negative in several years.

Hence, when a severe correction started in those countries, Portugal did not experience one.
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>3l Housing market: No boom, no bust
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sl Stabilization in Portuguese house prices in a non speculative market

Nominal House prices
Annual Changes %

2003 2004 2005 2006 2007 2008 2009 2010

B France @ Germany B Greece ' Ireland M Portugal M Spain M euro area
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>3 Housing market: No boom, no bust
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2002 2003 2004 2005

Germany " Greece B UK

Price increases were very modest

Housing annual rate variation

2006 2007 2008 2009

@ Portugal @ Spain @ EU27

Variagado anual

In Portugal, the average bank
valuation has been slowly
decreasing, as a result of the
deceleration in housing market
and the reduction of the
consumers trust level

In most EU countries, housing price adjustment
has not yet reflected the lower market dynamic.
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in Mortgage Loans

-0,41% 1,55% -4,59% -1,52% -1,81%

1.600 -

1.500 - %

Housing bank 14004 T A #\‘\/‘
valuation 1.300 -

Average value 1.100 4 — L —

per sqm 000 | . A\’

900 -
2005 2006 2007 2008 2009 2010-09
== Pajs —e— Norte —&— Centro —e—Lisbhoa

—e— Alentejo —— Algarve — 3



1. Portuguese Real Estate and Mortgage Market

RS Housing market: No boom, no bust
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=3 Fundamentals are supportive

Housing Financial Indebtdness (as a % of Disposable Income)
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Despite the increase in households’ indebtedness, this was channelled to the acquisition of house,
taking advantage of the structural reduction in interest rates that took place in the convergence
process towards and accession to EMU, thus greatly reducing the risk of this leverage levels.

In addition, interest payments remained contained (due to the low interest rates level), as it was
also the case for total monthly mortgage payments, which are a fraction of monthly earnings.

Portugal: Average Monthly Earnings vs. Average Monthly Mortgage Payment (€)
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& Housing market: No boom, no bust
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Lo Fundamentals are supportive

Furthermore, the mortgage debt service by income quartile is low in all brackets if compared with
other European countries. The % of dwellings with a mortgage loan for lower income households is
also very low (ca. 20%, vs. 39% for middle class and 50% for upper class. The total is only 30%).

Moreover, the level of households wealth provides a substantial cushion. It is more than four times
higher than the level of debt, balanced between financial and non-financial wealth.

Households' Mortgage Debt Service by Income Quartile (% of Disposable Income) Portugal: Households Wealth and Liabilities (million €)
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& Housing market: No boom, no bust
Residential mortgage debt per capita in Portugal below EU 27 average
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Residential Mortgage Debt per Capita
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1. Portuguese Real Estate and Mortgage Market
Housing market: No boom, no bust
Non-speculative environment in Portugal, with moderate changes in
lending for house purchase, before the sub-prime crisis

Lending for house purchase
Annual change
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S Housing market: No boom, no bust

sl Inexisting bubble in mortgage market is shown by the transactions
evolution in Portugal

Number of transactions
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& Housing market: No boom, no bust
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Lo Stabilization in Portuguese lending for house purchase

Lending for house purchase
Annual change
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1. Portuguese Real Estate and Mortgage Market

& Housing market: No boom, no bust

Caixa Geral

Lol Fundamentals are supportive

The structure of the Portuguese housing market is
one where, giving the inefficiencies of the rental
market, most loans are for owner-occupied, first
residence properties.

Owner occupation rate %
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In addition, the loan-to-value is smaller than

iIn many other European countries.
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& Decreasing rates in new mortgage loans appear to benefit

Caixa Geral

Ll performing loans in Portugal

Representative interest rates on new mortgage loans %
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&

el Paradigm shift
de Depuousitos

Since 2006, the number of permits and new residential properties brought to matket
have been decreasing gradually

Residential building permits
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aeai New Mortgage loans production in Portugal
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Source: Banco de Portugal
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2. Legislative changes that allowed the simplification of real estate transactions
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“Casa Pronta” Service

allows the immediate implementation of all operations necessary for the transmission
of a building in a single point of service, faster, simpler, cheaper and safer.

The launch of this service is intended to reduce the bureaucratic burden implicit in a
process that affects the lives of many citizens and investors.

The service can be used to buy a property, with or without bank financing, in the
following matters relating to urban property:

® Buy and sell;

® Mortgage;

® Credit transfer;

® Mutual and other credit agreements and financing agreements celebrated by
credit institutions

UNECE Policy Framework for Sustainable Real Estate Markets: Lessons from country pilot cases and the way ahead 16
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sl “Casa Pronta” Service

With “Casa Pronta”, all operations are performed in a unique transaction place:

' Celebration of the sale contract; !

! Achieving the required records (eg. buy and sell, mortgage); !

.............................................................................................................................................................

.............................................................................................................................................................

.............................................................................................................................................................

.............................................................................................................................................................

.............................................................................................................................................................
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2. Legislative changes that allowed the simplification of real estate transactions

&

Caixa Geral

sl “Casa Pronta” Service

With “Casa Pronta”, are eliminated several certificates:

UNECE Policy Framework for Sustainable Real Estate Markets: Lessons from country pilot cases and the way ahead 18



2. Legislative changes that allowed the simplification of real estate transactions

&
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sl “Casa Pronta” Service

With “Casa Pronta”, the players can choose one of the following ways

[ Without appointment ]
The buyer and seller went directly to the counter of a conservatory / citizen shops and opting for pre-
. approved contracts |
[ With previous appointment ]

The date of completion of the deal is scheduled for a date within 5 working days after the request. Can
i only be at a later date if this is the will of the citizen. The documents submitted by interested parties i
. must be available at least 3 working days before the scheduled date.

UNECE Policy Framework for Sustainable Real Estate Markets: Lessons from country pilot cases and the way ahead 19



2. Legislative changes that allowed the simplification of real estate transactions

&
el “Casa Pronta’” Service

From now on, the seller of the house only has to insert

WWwWWw.casapronta.mj.pt:

e Identification of the seller and buyer

e Identification of the building

¢ Price sale

.

Then simply proceed to payment by ATM or Homebanking of 15 € + taxes (amount to be deducted
from the total amount paid for the service).

With no need to communicate to several different public entities, for different forms, the sale of the
house.

Ten days later we may conclude the business if none entity express intention to exercise
the right of first refusal on the same place, information that can be verified on site by the
conservatory and the seller.

20
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2. Legislative changes that allowed the simplification of real estate transactions

&
sl ‘“Casa Pronta” Service

The site
contains all the records in place and details of presentations pending registration relating to a

building.

Banks and financial societies have access to this service, and can ask the online certificate
electronically. It is therefore waived the presentation of provisional registration of purchase and
mortgage.

Dados o Regiserenie

|Emidede Bancana
E-ms Rsqusreris Trlefone do Rsguersris
[1osE S1MIsegnc sBi

Dados dio Tndeel

Ragistadn Corse i atdriars
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2. Legislative changes that allowed the simplification of real estate transactions

&
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il “Casa Pronta” Service - Advantages

Simpler and faster

All acts are performed in a single point of service

! . With the online certificate and because the deal is concluded in the conservatory, the situation of the
property is accurately known at the time of purchase and sale;

Compra e Venda com mutuo: €300,00 + taxes :
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3. Challenges and the relevance of the Policy Framework for Sustainable Real Estate Markets

& New challenges for the Banking and Mortgage and the Policy
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oM Framework for Sustainable Real Estate Markets

United Nations
B T :

Reiel ion For Europ Set of 10 principles set out by Policy Framework, we allow
oking Puy o L Administrion ourselves apart by their relevance to the banking sector, the
Real Estate Market Advisory Group fO"OWing five:

(REM)

POLICY (et e ]
FRAMEWORK

FOR SUSTAINABLE
REAL ESTATE MARKETS

Principles and guidance for the development [ Principle 8: ]

Principle 7:
Transparency and Advanced Financial Products

of a country's real estate sector .
i Property Valuation

Principle 9:
Social Housing
@ Principle 10:
Training and Capacity -Building

UNITED NATIONS
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3. Challenges and the relevance of the Policy Framework for Sustainable Real Estate Markets

& New challenges for the Banking and Mortgage and the Policy
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LM Framework for Sustainable Real Estate Markets

United Nations ( . . \
Reomomc Commission For Burp Principle 6:

R e L Sustainable Financing )
?{:Ml;axm Market Advisory Group

CAIXA provides a wide and comprehensive range of Credit

POLIC l PrOPertY' for individuals and for companies
FIU &IV 1 E oc ORK Lending for house purchase, secondary and buy to let

FOR SUSTAINABLE
REAL ESTATE MARKETS Lending for construction

Principles and guidance for the development
of a country's real estate sector

Financing the Urban Renewal

Financing for the introduction of technologies that promote

energy efficiency

@)

UNTED NATIONS Energy Efficiency Certificate is mandatory
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& New challenges for the Banking and Mortgage and the Policy
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oM Framework for Sustainable Real Estate Markets

United Nations
E ic Commission For E

(TINB(:E) %7 PrinCiple 7:
e g Transparency and Advanced Financial Products

(WPLA)

Real Estate Market Advisory Group
(REM)

Respect for the rules of Banking Practice

POLICY
FRAMEWORIK | comptiance with the buty of Disclosure to Customers

FOR SUSTAINABLE

REAL ESTATE MARKETS Observance and implementation of Responsible Lending, EU

Principles and guidance for the development
of a country's real estate sector

Innovation in launching new mortgage products

Making the values of the assessments available to customers

@ Applying for financial engineering vehicles such as JESSICA

UNITED NATIONS
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3. Challenges and the relevance of the Policy Framework for Sustainable Real Estate Markets

& New challenges for the Banking and Mortgage and the Policy
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LM Framework for Sustainable Real Estate Markets

United Nations ( . ° \
B Comni e e Principle 8:

- v L Property Valuation )
&c;lMliqu Market Advisory Group

Respect for the rules of Banking Practice

POLICY

FR_AME \x / OR K Compliance with the Duty of Disclosure to clients, giving them the
values of real estate assessments

FOR SUSTAINABLE

REAL ESTATE MARKETS Evaluations always conducted by independent entities

Principles and guidance for the development
of a country's real estate sector

@)

UNITED NATIONS
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& New challenges for the Banking and Mortgage and the Policy
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oM Framework for Sustainable Real Estate Markets

Eeor G o Principle 9:
e s Social Housing
:.RCE.;' F)_mu: Market Advisory Group

Extensive experience in relationship and funding Public entities

POLIC l such as Municipalities, Municipal Enterprises, Public Institutions
FRAMEWORK """

FOR SUSTAINABLE Design and implementation of Housing Projects in Partnership
REAL ESTATE MARKETS with various municipalities throughout the country

Principles and guidance for the development
of a country's real estate sector

Implementation of housing solutions within the Programs such as
PROHABITA and PORTA 65 JOVEM, in partnership with various
Municipal Entities

@)

UNITED NATIONS
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3. Challenges and the relevance of the Policy Framework for Sustainable Real Estate Markets

LM Framework for Sustainable Real Estate Markets

United Nations
s i C 3

Ec ion For Europ
(UNECE)

Working Party on Land Administration
(WPLA)

Real Estate Market Advisory Group

POLICY
FRAMEWORK

FOR SUSTAINABLE

REAL ESTATE MARKETS

Principles and guidance for the development
of a country's real estate sector

)

UNITED NATIONS

f Principle 10:
L Training and Capacity-Building

Strong commitment to internal training of employees

Innovations in computer applications to support Bank lending
business

Design of specific products for various segments of Market

UNECE Policy Framework for Sustainable Real Estate Markets: Lessons from country pilot cases and the way ahead
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& New challenges for the Banking and Mortgage and the Policy
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LM Framework for Sustainable Real Estate Markets

United Nations
E ic C i

C it For P
(UNECE)

Working Party on Land Administration
(WPLA)

Real Estate Market Advisory Group

POLICY
FRAMEWORK

FOR SUSTAINABLE
REAL ESTATE MARKETS

Principles and guidance for the development

Of & comatey's real estaie sector We reinforce our commitment with
Sustainability and reafirm our efforts

to implement the principles of the
Policy Framework for Sustainable Real

@ Estate Markets

UNITED NATIONS
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