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Message from the

Annual Report 2023 | novobanco

Chairman of the General

and Supervisory Board

Dear Stakeholders,

Novobanco delivered strong results with record net
income of €743mn and annual capital generation of
~500bps for the full year 2023, reflecting the continued
growth of our banking businesses and confirming the
sustainability and resilience of our capital accretive
business model.

Novobanco’s business model reflects its “Strategic
Program”, anchored on four pillars: “Customer-Centric
Bank,” “Simple and Efficient Operations,” “Developing
People and Culture” and “Delivering Sustainable
Performance,” geared towards better enabling the
bank “to serve the needs and expectations of our
customers.” During the year, the bank consistently
executed its “Strategic Program” outperforming

and exceeding its 2023 guidance targets and goals,
including increased sustainable profitability, in a context
that continued to prove challenging.

Throughout the year the bank was vigilant and cautious
with respect to managing the many different aspects
of risk. Specifically: the challenging macro-economic

environment with the increased risk of recession, high
inflationary pressures, rising and high interest rates,
rising unemployment levels and the cost-of-living crisis;
the contagion effects of increased financial market
volatility impact from the continuing Russian / UKraine
conflict, the Israel / Hamas conflict or by the collapse

of Silicon Valley Bank triggering other bank failures in
the United States and as well as the fall of Credit Suisse
in Switzerland; heightened levels of operational risk,
(cyber-attacks and outsourcing); and increased focus on
emerging risks like climate and environmental risk.

Year 2023 financial results reflect an increase in
commercial banking income (+57%), stable net loans
and new client acquisition growth of >45%, particularly
in our Retail and Corporate SME commercial businesses.
Novobanco has continued to make significant
investment (increased IT investment totaling €58mn)

in support of our commercial businesses and our people
(3.3% increase in Group employee training hours),

while maintaining cost discipline despite the on-going
inflationary pressure.



Improved profitability was accompanied by continued
strengthening of the asset quality of the balance sheet
as demonstrated through the enhanced credit metrics
and the completion of the de-risking of legacy assets
and non-core assets. Risk costs for the year of 48bps are
lower than target. Year-end 2023, net NPL ratio reduced
10 0.7%, in line with peers, with strong NPL coverage
ratios being maintained. In addition, despite challenging
conditions in the real estate market across Europe,
novobanco further reduced its real estate exposure by
€154mn (stock representing 1.1% of total assets) with a
positive net income and capital gain.

The sustainability and resilience of our capital accretive
business model is confirmed with significantly
strengthened 2023 capital ratios with all requlatory

and guidance requirements (Supervisory Review

and Evaluation Process Compliance, “SREP”) being
exceeded. This improvement in the capital position of
the bank has been recognized by the Supervisor with the
SREP Pillar 2 requirement (“P2R”) for novobanco in 2024
being reduced to 2.85%. During the year novobanco
was subject to the 2023 EU-wide stress test conducted
by the European Central Bank (“ECB”) applied to the
balance sheet year-end 2022. This provided input

into the SREP decision and had no negative impact on
novobanco’s capital requirements. The overall year-end
2023 SREP decision and score have improved reflecting
the substantial progress that the bank has made during
the year, highlighting particularly the improvements
made with respect to the Business Model and Capital
Adequacy.

The bank increased its deposit annual market share to
9.7% (+0.4pp), maintained stable funding and liquidity
position and strengthened liquidity ratios throughout
the year. Novobanco repaid €5.4bIn TLTRO Il during

the year with a remaining small outstanding year-end
balance and is now a net lender to the ECB. The year-
end binding and linear (non-binding) MREL targets
were exceeded. Novobanco’s long-term deposit ratio
is investment grade rated, Baa2, by Moody’s Investors
Service.

Recognizing the bankK'’s positive trajectory, both
Moody’s and Fitch, have upgraded the banK’s rating.
Moody’s Investors Service upgraded novobanco’s
Baseline Credit Assessment (“BCA”) rating to Ba1
with a positive outlookK reflecting the “ongoing
improvements in the bank’s creditworthiness resulting
from enhanced asset risk and capital levels and the
significant improvement in recurrent profitability”.

In February 2024, and ahead of our stated goals, the
bank achieved an investment grade rating, with Fitch
assigning a ‘BBB-’ LT rating to novobanco’s senior
preferred debt.

2023 was also marked by the launching and execution
of Kkey initiatives to support the workstreams “Employee
Value Proposition”, “Talent Development” and “Culture
& Values” that underpin the “Developing People and
Culture” Strategic Program pillar. Good progress is

being made in continuing to build and empower a
diverse workforce and to deliver on our commitments

to diversity, equity, and inclusion, which is expected to

develop on an accelerated basis going forward.

ESG matters have remained a regular topic on the
General and Supervisory Board (“GSB”) agenda in 2023.
We further integrated ESG goals in our performance
appraisal frameworks across all levels of the organization
and reinforced our commitment to contribute to
accelerate the Portuguese economy’s transition to a
low-carbon future by reducing our environmental impact,



managing our climate-related risks, mobilizing capital
and, most importantly, working alongside our clients and
partners in this energy transition, supporting companies
of all sizes and sectors with financial solutions that fit
their needs, including lending or specialized services.

In 2023 novobanco surpassed its 2024 green financing
targets as well as its scope 1and 2 GHG emissions’
reduction targets, more than one year ahead of the
commitments.

During the year, GSB appointed a new member to

the Executive Board of Directors (“EBD”), Benjamin
Dickgiesser (CFO), in the mandate term 2022 to 2025.
Following this appointment, EBD organization roles
and responsibilities were reassessed and realigned with
effect from October 2023. Two new members of the
GSB, Monika Wildner and Evgeniy Kazarez, were also
appointed during the year in the mandate term 2021 to
2024. The GSB now comprises ten members (including
seven independent members) as of year-end 2023.

Throughout year 2023, the GSB and its respective
committees supervised and supported the EBD in

the monitoring and execution of the bank’s strategic
goals and financial targets as set out and agreed in the
medium-term plan.

For year 2024, realistic strategic goals and financial
targets have been set and agreed as part of the updated
medium-term plan focusing on continued execution of
our Strategic Program, while at the same time being
cautious and vigilant in managing risk through this
on-going challenging economic and geo-political
context.
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On behalf of the GSB, | would like to thank all our
stakeholders, particularly our customers, for their
continued support, trust, and loyalty to novobanco.

Finally, the GSB and | would especially like to thank all
the EBD members and the employees of novobanco
for their hard work, dedication and commitment that
has allowed the bank to exceed its goals and targets
and to better serve the needs and expectations of our
customers.

Byron Haynes
Chairman of the General
and Supervisory Board
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CEO Talk with Mark Bourke

Mark Bourke, Chairman of Executive Board of Directors,
gives an interview highlighting 2023 achievements and
the prospects for the future of novobanco.

In 2023, novobanco established a strong
track record in execution and delivery, further
consolidating its profitability. How would you
characterise 2023?

In 2023 we’ve consolidated our position as a strong,
profitable and independent Portuguese bank.

In a context that continued to be marked by a
challenging macro backdrop and geo-political instability,
we delivered increased profitability, very strong

capital generation, twice outperforming guidance, and
ultimately achieved investment grade rating.

The interest rate environment has impacted us as it

did to the entire industry, but the impressive results
achieved would not have been possible if we hadn'’t
remained focused and disciplined on executing and
delivering against our strategy program and putting the
customer at the centre of everything we do.

On the Corporate segment, novobanco continued to
strengthen its commitment to Portuguese companies,
to which we provide a set of solutions for investment

and working capital needs, with significant growth, in
2023, in short-term loans, especially through factoring
and confirming. This underpinned the continued growth
of the corporate customer base, with high levels of
penetration, with 55% of Portuguese SMEs and 70% of
large companies being novobanco customers.

On the Retail segment, we continued to build out our
omnichannel customer service structure, reshaping our
geographic footprint, changing the digital experience
and deepening long-term relationships with clients.
Currently, more than 265 branches operate under

the new distribution model which offers advanced
transaction management solutions and value adding
client interaction processes.

As you said, novobanco delivered an impressive
set of results in 2023. What are the key
achievements worth highlighting?

2023 was a year full of remarkable achievements, not
only in terms of our financial performance, but also in
terms of external recognition, with novobanco being



upgraded by 7 notches in 2 years by Moody'’s, and being
awarded investment grade by Fitch, in addition to being
awarded Bank of the Year'in Portugal by the Financial
Times.

In terms of our financial performance, it is worth to
highlight:

« The Commercial Banking Income of €1,439mn
(+57% YoY), solid Net Interest Income performance,
underpinned by the favorable interest rate
environment and a prudent and targeted management
of interest rates on assets and cost of financing;

« A Commercial Cost to Income ratio of 33% (2022:
499%), beating guidance of ~35%;

« A Cost of Risk of 48bps (including management
overlays), consistent with 2023 guidance of ~50bps;

- The strong capital generation, with FL CET1 ratio
increasing by ~500bps YoY to 18.2%, beating the
already upward revised capital generation guidance of
>400bps.

Whilst we have strengthened our profitability and kept
the cost of risk under control, we have managed to
grow our market share, in an environment marked by a
decreasing credit demand and strong competition for
clients’ savings. The bank has increased its footprint

in the Portuguese market with global market share at
9.8% (Nov/23; +0.2pp YTD). Net Customers loans stood
at €24.5bn (stable YTD), with €3.5bn YTD origination
partially offset by increased amortization and supported
by new client acquisition. Customer deposits totalled
€28.1bn, with novobanco’s deposit market share
growing to 9.7% in Nov/23 (Dec/22: 9.3%).

Novobanco consistent performance allowed the bank
to outperform 2023 financial targets, and enhanced
our ability to remain focused on our customers and well

positioned to meet their financial needs, supported by a
rock-solid balance sheet.

You mentioned that you have been focused
on executing and delivering on the strategic
program. Apart from being a customer-centric
domestic bank, what are the key drivers of the
bank’s strategy?

| would start by emphasizing the “customer-centric
domestic bank”. Novobanco, besides having the client
at the centre of its mission and strategy, is a pure
Portuguese player, committed to support Portuguese
families and companies throughout their lifetime.

The customer-centric bank is one of the four pillars of
our strategic program. At each moment, novobanco
seeks to exceed the expectations of its customers and
partners, through a distinctive value proposition that
relies on an omnichannel approach as the key lever of
proximity and experience. The daily routine of our teams
is focused on responding in an exemplary manner to the
needs of our customers, with an improved customer
experience through an omnichannel delivery model on
the retail side and a sectorial approach for SMEs.

To effectively achieve these objectives, novobanco

has been investing in a global transformation. The most
visible facets of this reinvention are, on the one hand,
the branch network, where novobanco has combined
technology, proximity to the customer and openness to
the community, and, on the other, our digital channel,
which has been a determining factor for the accelerated
transformation of the bank.

The second pillar is “Simple and efficient operations”,
under which we accelerate novobanco’s transformation

(1) In Nov/23, novobanco was awarded as “Bank of the Year in Portugal” by The Banker, a publication within the Financial Times Group.



into an organisation that provides customers with a
lean and straight through process which allows to attain
increased operating efficiency.

In this area, novobanco has focused on reengineering
the most critical processes for customers, with a view
to simplifying them and thus provide an experience that
stands out in the sector, both through its simplicity and
through the consistent improvement of service levels, in
particular in loan granting processes, which are the most
decisive for companies and families.

To this end, novobanco is implementing a far-reaching
transformation programme of its IT and data governance
functions (focused not only on the infrastructure,
platforms and tools that support the bank’s operation,
but also on the timely availability of data to support
process improvement), optimisation of the models that
support decision-making and, above all, the delivery of
regulatory commitments and requirements to which the
banking sector is subject.

A third pillar is “Developing people and culture”. The
strategic objectives of novobanco contain a high level of
ambition, based on perfect alignment and total clarity
within the organisation about the role and contribution
of each employee to achieving them. This third pillar

of novobanco’s strategy is, therefore, the most critical
dimension.

Novobanco’s strategy seeks to (i) attract, train and
retain through a compelling value proposition for its
employees, (ii) the development of talent, and (iii) the
promotion of the organisational culture and values.

And finally, the fourth pillar of novobanco’s strategy
- “Delivering sustainable performance” - is driven by

1l
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the achievement of a financial performance that is
characterised by its sustainability, by the robustness
and quality of our balance sheet, by adequate solvency
levels and efficient and effective capital allocation and
management of risk.

It is within this framework that our programme for
embedding ESG (Environmental, Social and Governance)
into our business and organisation is set, which includes
(i) implementing the ESG operating model and training
the organisation, (i) adapting the offer of products

and services, and (iii) transforming investment and risk
management policies.

The optimised management of the bank'’s capital and its
various funding sources and the improvement of the risk
management processes associated with its activity are
vital to the sustainability of novobanco’s performance.
To achieve this goal, novobanco’s strategic plan is
executed through different operational programmes
ensuring the quality of credit decisions, namely by
driving their automation, improving pricing models and
the measurement of risk-adjusted profitability.

Our performance clearly demonstrates the increased
confidence of both our customers and the financial
markets in novobanco, the alignment of our team and,
naturally, the consistency of the strategic path outlined.

On the “Developing people and culture” pillar,
could you please share more insight on the
initiatives novobanco is pursuing?

Delivering on our strategy requires having the whole
organization aligned towards our vision and having the
best talent, which means retaining and attracting the



right people, whose performance drives our collective
success as a bank. It also means fostering a positive and
inclusive culture and a leadership that nurtures talent
and empower its teams to succeed.

In 2023, we launched and executed several key
initiatives of our “Developing People and Culture”
strategic pillar, advancing our Talent, Leadership and
Mission & Values workstreams.

In the talent stream, we have been working on how
we focus on the experience of working at novobanco
and how we recognise those who contribute to the
bank’s success, with a renewed value proposition for
employees.

On the Leadership front, we have launched development
programmes for our leaders so that they act as role
models and foster the right environment for people to
succeed, with the ultimate goal of us all being able to
better serve our customers.

With regard to Mission & Values, we have been working
on engaging and activating the whole novobanco
organisation around our Mission, which has our clients
at the center, symbolizing how everything we dois in
service of delivering exceptional service that builds and
sustains long-lasting relationships.

And on the integration of ESG in the bank’s day-
to-day activities, how is it progressing and what
are the main challenges?

Sustainability and the management of ESG risks and
opportunities is a strategic priority for novobanco, and in
2023 we consolidated our goal of being a ESG “leader”

12

in the Portuguese financial services by continuing to
deliver significant progress.

Sustainable finance has a pivotal role to play in achieving
national and European climate goals and, for novobanco,
enabling our customers to lower their carbon footprint
is a priority that can only be achieved through major
investment in energy transition and climate action.

Having invested 369M< in green financing in 2023,
novobanco surpassed its 2024 green financing targets
more than one year ahead of the commitment.

We've renewed and reinforced our commitment with

a target of €2bnin green investments for the next 3
years. This reflects our focus on giving customers more
choice and making their transition journey easier. Going
forward we will continue to contribute to accelerate
the pace of the required transition - identifying new
ways of doing business and ensuring speed to marketin
supporting our customers with products and services.

In our own operations, we have surpassed the Scope 1
and 2 GHG emissions’ reduction targets set for 2024 and
remain confident we will meet our 50% reduction target
before the committed date of 2030.

| was particularly pleased with the success of our ESG
literacy initiatives, aimed at supporting Portuguese
SMEs understand, discuss, and share experiences, best
practices and challenges surrounding their sustainability
journeys.

A positive social impact in the communities we serve
is also a key concern in the way we do business, both
through our people agenda and through our client and
community programs, promoting social well-being
initiatives and financial and digital literacy programs.



To conclude, would you like to leave a final
message to novobanco stakeholders?

The remarkable achievements of the past year were
made possible by the collective commitment of
novobanco’s stakeholders. Each milestone reached,
every challenge overcome and all the progress made
stand as a testament of the dedication of our people,
the confidence of our customers and the engagement
of all the governing bodies of the bank. Therefore,

| would like to take this opportunity to thank all our
stakeholders, and particularly to everyone working in
our bank, for their continued support, dedication to, and
confidence in novobanco.

As we embark on another year, | want to reaffirm our
dedication to earning and preserving the trust of all our
stakeholders. Their ongoing support inspires us to strive
for even greater achievements in the future.

Mark Bourke,
CEO

13
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1TWHO

WE ARE

1.1 novobanco

Novo Banco, S.A. (novobanco or “bank”), together

with its subsidiaries and affiliates, which form the Novo
Banco Group (group or novobanco Group), conducts

its main activity in the Portuguese banking sector, in
the corporate and retail segments, as well as in asset
management. It also has interests in companies working
in venture capital, real estate and leasing.

Novobanco is the 4™ largest bank operating in the
national market, with 1.6 million customers, assets of
43.5 billion euros and a 9.8% market share.

Operating through an omnichannel relationship model,
novobanco offers a complete and convenient banking
experience to its customers, including secure digital
channels, complemented by the recent and innovative
proximity distribution model, with more than 290
branches and 20 corporate centres covering the entire
national territory.

16
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With one of the most robust capital ratios, the bank
has been strengthening its market share in customer
deposits and resources, which stand at more than
34.9 billion euros, while guaranteeing the financing of
the national economy, with support for families and
companies, in more than 25.5 billion euros of credit
granted.

With the aim of contributing towards the sustainable
development of the Portuguese economy, families and
businesses throughout all stages of life, novobanco
draws on the professional experience of 4 209
professionals and strategic partners.



Mission

VEIITES

We put our Clients First

We put ourselves in our clients’ shoes to engage and support their needs, wants, dreams
and desires, and we invest in our people so they can deliver excellence.

We embrace Ethics & Inclusion

We act ethically at all times and do the right thing. We always respect one another
and encourage people to be their true selves.

We act with Trust & Transparency

We are open and honest with one another - giving clear sight of decisions, the reasons
for decisions, when we succeed, and when we fail.

We strive for Simplicity every day

We seek simplicity to bring clarity and efficiency to complex situations.

We Collaborate with each other

We work together seamlessly for shared success and take pride in our team work.

17



A team of committed professionals...
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to supporting families, and driving Portuguese
companies to innovate, reinvent, export...
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and to turning difficulties into great
opportunities...
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Novobanco’s resilience lays the foundations for a new stage of commercial transformation and solid financial performance.

Novobanco’s successful recovery
& restructuring journey

novobanco continues to grow, exceeds expectations and strengthens its position as a
trusted bank, committed to supporting families and businesses throughout their lives.

RESTRUCTURE

2017-2020

Sale of Novo Banco to Lone Star (2017)

Deep operational and balance sheet restructuring

Exit from all international operations

Completion of balance sheet clean-up

Deep Balance Sheet Restructuring
2017 [ 2020 [ 2023

322 473
25
NPL Ratio' (%) RE Exposure (bn€) Branches (#

TRANSFORM

2021-2022

Return to profitability with 8 profitable quarters
Targeted growth in core business

Significant investment in transformation
Normalised cost of risk <50 bps achieved

Strengthening capital position: CET1FL 13.1%

Reached Comfortable CET1 & Profitability
2020 [l 2022 | 2023

18.2 743

561
13.1 - -

9.5

(1329)

CET1FL (%) Net Income (mn€)

RE-LAUNCH

2023 and beyond

Substantial top-line growth

Outstanding capital generation (-500bps) in 2023

Best in class levels of efficiency and profitability

Significant RoTE? Improvement

(%)
~14% underlying RoTE

19.0 204

6.2

2021 2022 2023

(1) NPL ratio defined as the ratio between total non-performing loans and gross customer loans;
(2) Tangible equity based on period average, excludes CCA calls accounted as a receivable but not yet received, and excluded in Capital ratios.
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1.1.1 Business Model

Sustainability Report

Novobanco is a Portuguese universal bank that provides
the full spectrum of financial products to individuals,
corporate and institutional clients, serving the entire
national territory, with a strong focus on servicing and
supporting the Portuguese business community.
Novobanco’s business model is based on two main
commercial banking segments: i) corporate; and ii) retail.
In both segments, novobanco seeks to anticipate and

CORPORATE:

a historical kKnow-how in the sector

INVESTMENT
SOLUTIONS

Medium and long-term credit
solutions.

Leasing and renting.

Guaranteed credit line with EIB/
EIF and BPF, with competitive
conditions.

EU Funds financing solution.

SHORT-TERM
SOLUTIONS

Factoring and Confirming.
Current account and overdrafts.
IFAP credit lines.

EU Funds short-term credit line
to anticipate incentives.

SECTOR-SPECIFIC
EXPERTISE

Specialized sectoral teams,
providing tailored solutions that
meet the specific needs of each
Client and sector.

Specialized teams in EU Funds

EXPORTS
AND IMPORTS

Documentary credit and
remittances.

External financing.

International factoring.

(RRP and PT2030), factoring, Forfaiting.
confirming, leasing and trade

finance.

PAYMENTS AND CASH EMPLOYEE
MANAGEMENT BENEFITS

Collection: direct debits; POS,
digital payments gateway.

Payments and transfers.

NB Express Cash to simplify
cash management.

Meal cards and credit cards.

Car solutions, with leasing and
renting tailored to Customers.

Accidents at work and
multi-risk insurance.

Highlights: Main offerings of products and services.
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respond to the needs of its clients through its offer of
innovative, effective and transparent banking products
and services, based on high ethical and integrity
standards and customer satisfaction assessment tools.

RETAIL:
a partner for households, with a wide range of products

ACCOUNTS, CARDS & HOUSING

PAYMENTS LOANS

Accounts bundled for different Acquisition & maintenance
needs; fully online opening. works.

Strong authentication system; Online loan submission.
functionalities incl: contactless,

virtual cards, MB Way (... Special conditions for young

and non-resident.

SAVINGS AND
INVESTMENT

INSURANCE

Deposits & retirement Life Protection.

accounts. Health and Property &
Investment Funds, Unit linked, Casuality.

structured deposits.
P Special solutions for self

Discretionary mgmt & advisory. employed workers.

SMALL
BUSINESS

CONSUMER
FINANCE

Online simulation and
submission.

Special small business
accounts.

Cash and payments
management solutions.

Credit insurance option
with unemployment and life

o : : coverage.
Multi-risk business insurance. 9

POS lending partnership
“Heypay”.
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CORPORATE

Corporate segments includes SME’s and large corporates, supported

by Large Corporate business centers and 20 business centres

54%

Loans to corporates of exporting SMEs in Portugal

are novobanco’s clients

70%

of large corporates are
novobanco’s clients

c.1.6 MILLION CLIENTS

MARKET SHARES
e Daposts
9.1% 9.7%
(stable vs 2022) (+0,4pp vs 2022)

~ o~

Total Loans Corporate
0 / Loans
10.5% 14.3%
(stable vs 2022)
(-0,2pp vs 2022)

Ny

Global
Market share

9.8%

(+0,2pp vs 2022)

Trade Finance

20.1%

(+1,5pp vs 2022)

Data as of November 2023; Sources: novobanco with data from Portuguese Central Bank, APS, APFIPP.
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In addition to novobanco’s branches, corporate and business centres, its business model is supported by the

following subsidiaries:

novobanco
DOS AGCORES

Novobanco dos Acores is the result of a strategic
alliance between novobanco (57.5%) and Santa Casa
da Misericérdia de Ponta Delgada (30.0%), which was
joined by the Bensaude Group (10.0%) and thirteen
other Santa Casa da Misericérdia units from all the
Azores islands (2.47%).

The regional operations of novobanco dos Acores align
with the Group’s culture and mission of being the trusted
bank that supports Azorean families and companies
throughout their lives. Its strategy is based on decisive
competitive advantages, such as economic and financial
strength, combined with a culture of client service for
the benefit of the population of the Azores, supported
by an extensive experience in the local market and a
strong tradition of close relationship with customers.

The first phase of the physical network renovation
project was completed in 2023, and the second phase
began with the reopening of six branches, including the
head office, and a novobanco dos Acores space.

This new business model, allows novobanco dos Acores
to assert itself as a more contemporary and functional
bank, focused on the customer, fundamentally changing
the dynamics of banKing in the region.
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The revamping of the branch network will continue

in 2024, covering the remaining branches, with a

total investment of around €5M. Making a decisive
commitment in the dematerialization of processes, with
implementation already in the last month of the year, to
better meet the needs of the Azorean community, and
in offering the services and products of novobanco dos
Acores, through an interconnection of all channels and,
from any channel, with total convenience.

Novobanco dos Acores maintains the important
strategic objective of becoming a reference entity and
partnerin ESG in the Azores, thus contributing to the
promotion of sustainable investment practices and the
acceleration of the transition process to a carbon-neutral
economy. To this end, novobanco dos Acores, in line

with the novobanco Group, is developing a sustainability
strategy with a special focus and priority given to the
integration of climate risk into the business and risk
management model.

For detailed information on novobanco dos Acores,
please visit: www.novobancodosacores.pt



Bank

Banco Best - Banco Eletrénico de Servico Total, S.A.

is a digital platform that provides the whole range of
products and services of a universal bank and stands out
for its strong technological nature and open architecture
business model, based on national and international
partnerships in the areas of Savings, Asset Management
and Trading.

Banco Best operates in all segments of retail banking,
providing a wide array of services ranging from banking
solutions, savings, investments, credit, and day-to-day
financial management.

Banco Best’s business strategy is especially competitive
when it comes to meeting the investment needs of

a segment of individual clients who seek and value

more innovative financial services, not restricted to the
domestic market, more independent, diversified and
sophisticated.

Banco Best’s strong bet on innovation and dynamic
management of a wide network of national and

GNB Gestao de Ativos

GRUPO novobanco

GNB Gestdo de Ativos is one of the country’s most
experienced management companies, and the quality
of the management of its products and services has
been recognised over the years at both national and
international levels. GNB Gestao de Ativos offers
financial products and services, including several
types of funds - mutual funds, real estate funds and
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international partners has been Key to assert its position
as a digital Marketplace of investment solutions: the
bank distributes around 6,000 products - Investment
Funds, ETFs, Retirement Solutions, Capitalisation
Insurance, Discretionary Management, Robot Advisor,
etc. - managed by the most prestigious national and
international financial entities.

Technology is part of Banco Best’s DNA. The bank'’s
digital channels - App and Website - give clients total
autonomy in their relationship with the bank and a
pleasant and effortless experience. Whether on the
App or the website clients can, among others: open
an account by video call or Digital Mobile Key, access
information on the entire offer and use the different
support tools, monitor market indicators and manage
their portfolio - buy and sell, monitor returns -, perform
multiple operations and fulfil general duties, such as
updating personal data.

For detailed information on the activity of Banco Best,
please visit: www.bancobest.pt

pension funds - as well as discretionary and portfolio
management services. As of December 2023, GNB
Gestdo de Ativos had €7.7 billion in assets under
management in Portugal and Luxembourg.

For detailed information on the activities of GNB Gestdo
de Ativos, please visit: www.gnbga.pt
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1.1.2 Main Events

Financial Statements Annex

2023

JANUARY 10

Conclusion of Project Crow - Restructuring Funds

Novo Banco, S.A. informs that the conclusion of Project Crow is expected
to have a positive impact of 2.9 million euro in 2022 income before tax.

FEBRUARY 13

DG Comp notification

Novo Banco, SA announces the notification by Directorate General for
Competition (“DG Comp”), to the Minister of Finance, of the successful
completion of novobanco’s Restructuring Period.

MARCH 9

2022 Results and Group activity

Novobanco announces Net income of €£560.8mn. Strong strategic focus
delivering a sustainable growth of business with increased revenues and
capital generation.

MARCH 22

Governing Bodies

Novo Banco, S.A. informs the market and the public in general that,
subject to the approval of the competent regulatory authorities (fit
and proper), the General Shareholders’ Meeting approved today the
appointment of Evgeniy Kazarez as a member of the General and
Supervisory Board for the current mandate term (2021-2024).

APRIL 19

Multi-notch rating upgrade by Moody’s

Novo Banco, SA informs that Moody’s Investors Service (“Moody’s”)
upgraded novobanco’s senior unsecured debt and senior unsecured
medium-term note (MTN) programme by 3 notches from B3 to Ba3. The
outlook on the long-term deposit and senior unsecured debt ratings
remains positive.

MAY 24

Issuance of subordinated debt

Novo Banco, SA informs that it has today launched a 10.5NC5.5 Tier 2 bond
in the amount of € 500 million, with maturity on 1 December 2033 and an
early redemption option by the bank at the end of 5 years. The notes were
subscribed at 100% price and have an annual interest rate of 9.875% in
the first 5 years, and 5 years mid-swaps plus a margin thereafter.

JUNE1

Early redemption option of its Tier 2

Novo Banco, SA informs that it has today launched a 10.5NC5.5 Tier 2 bond
in the amount of € 500 million, with maturity on 1 December 2033 and an
early redemption option by the bank at the end of 5 years. The notes were

subscribed at 100% price and have an annual interest rate of 9.875% in
the first 5 years, and 5 years mid-swaps plus a margin thereafter.
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FEBRUARY 1

New Chief Financial Officer

Novo Banco, S.A. informs that the General and Supervisory Board
approved today, subject to Fit & Proper, Benjamin DicKgiesser as a new
member of the Executive Board of Directors for the current mandate
term until 2025, becoming the next Chief Financial Officer (“CFO").

FEBRUARY 24

Governing Bodies

Novo Banco, S.A. informs that Benjamin Dickgiesser has resigned as
member of the General and Supervisory Board.

MARCH 22

Share capital increase

Novo Banco, SA informs that, following the General Shareholders
Meeting held today, it was decided to increase its share capital arising
from the conversion of the conversion rights relating to 2018 and 2019
fiscal years. The conversion rights were issued under the special regime
applicable to deferred tax assets approved by Law No. 61/2014, of 26
August, as amended.

MARCH 29

DBRS rating upgrade

Novo Banco, SA informs that DBRS Ratings GmbH (“DBRS Morningstar”)
upgraded novobanco’s Long-Term Issuer ratings to BB (low) from B (high).
The Trend on all ratings remains at Stable.

APRIL 28

1Q 2023 results and Group activity

Novobanco announces Net income of £€148.4mn (1Q22: €142.7mn; +4%
YoY), with the continued execution of its strategy delivering sustainable
growth of the business, increased revenues and capital generation.

MAY 31

Results of the Tier 2 tender offer

Novo Banco, SA informs that it has today launched a 10.5NC5.5 Tier 2 bond
in the amount of € 500 million, with maturity on 1 December 2033 and an
early redemption option by the bank at the end of 5 years. The notes were
subscribed at 100% price and have an annual interest rate of 9.875% in
the first 5 years, and 5 years mid-swaps plus a margin thereafter.

JUNE19

Early redemption option of its Senior Preferred Notes due 2024

Novo Banco, SA informs that, following the authorization received from
the Single Resolution Board, it has taken the decision to exercise the
early redemption option of its €300,000,000 3.500% Fixed/Floating
Rate Callable Senior Preferred Notes due 2024 (ISIN: PTNOBIOMOO14).



JUNE 22

Notification by Banco de Portugal of its MREL requirements

Novo Banco, S.A. informs that it has been notified by the Bank of
Portugal of its Minimum Requirement for own funds and Eligible Liabilities
(“MREL") requirements, on a consolidated basis, as determined by the
Single Resolution Board.

JULY 28

1H 2023 Results and Group activity

Novobanco announces Net income of €373.2mn (1Q23: €148.4mn;
2Q23: €224.8mn), demonstrating growth momentum of both business
and revenues, as well as strong capital generation.

OCTOBER1

Governing Bodies

Novo Banco, S.A. informs that Benjamin Dickgiesser has joined the
Executive Board of Directors of novobanco for the current mandate
2022-2025 as Chief Financial Officer.

NOVEMBER 17

Banco de Portugal release on residential real estate capital buffer

Novo Banco S.A. informs that it has been notified by the Bank of Portugal
regarding the decision to implement a sectoral systemic risk reserve.

The implementation of this reserve aims to increase the resilience

of institutions to the materialisation of potential systemic risk in the
residential real estate market in Portugal.

NOVEMBER 22

Upgrade of Covered Bonds to Aaa by Moody’s

Novo Banco, SA informs that Moody’s upgraded the rating of novobanco’s
Mortgage Covered Bonds by 2 notches to Aaa, from Aa2.

NOVEMBER 30

Bank of Portugal announcement on Other Systemically
Important Institutions

Novo Banco, S.A. informs s that it has been notified by the Bank of
Portugal of its decision to identify the bank as Other Systemically
Important Institution (“O-SII"), previously only at LSF Nani level.

DECEMBER 13

Multi-notch rating upgrade by DBRS Morningstar

Novo Banco, S.A. informs that DBRS Morningstar upgraded novobanco’s
Long-Term Deposits and Long-Term Issuer Ratings by 2 notches, to BBB
(low) from BB, and to BB (high) from BB (low), respectively. The bank’s
Intrinsic Assessment has also been upgraded to BB (high), with the trend
on all credit ratings remaining Stable.
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JUNE 27

Governing Bodies

Novo Banco, S.A. informs that Monika Wildner has joined the current
mandate of the General and Supervisory Board of novobanco,
as an independent member.

JULY 30

2023 EU-Wide Stress Test Results

Novo Banco, S.A. informs that it was subject to the 2023 EU-wide stress
test conducted by the European Central Bank (ECB). The bank notes the
announcements made by the ECB on the EU-wide stress test and the
outcomes of this exercise.

NOVEMBER 7

Governing Bodies

Novo Banco, S.A. informs that Evgeniy Kazarez has joined the General
Supervisory Board of novobanco for the current mandate 2021-2024.

NOVEMBER 22

Multi-notch rating upgrade by Moody’s

Novo Banco, SA informs that Moody’s upgraded novobanco’s long-term
deposit and senior unsecured debt ratings by 2 notches, to Baa2 from
Baland to Balfrom Ba3, respectively. The outlook on the long-term
deposit and senior unsecured debt ratings remains positive.

NOVEMBER 22

9M 2023 Results and Group activity

Novobanco announces a Net income of €638.5mn (1Q23: €148.4mn;
2Q23: €224.8mn; 3Q23: €265.3mn), backed by a solid domestic and
simple business model, delivering increased profitability from top line
performance, together with contained costs as a result of efficiency
measures implemented in recent years.

DECEMBER 4

Minimum own funds requirements for 2024

Novo Banco, S.A. informs that it has been notified by the European
Central Bank of its minimum prudential requirements applicable in
2024. The requirements to be observed are based on the results of the
Supervisory Review and Evaluation Process (“SREP”), and calculated
relative to the Total Risk Weighted Assets (“RWA”).

DECEMBER 14

Governing Bodies

Novo Banco, S.A. informs that Donald Quintin has ceased today his
duties as a member of the General and Supervisory Board.
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1.1.3 Awards & Recognitions

Annex

NOVOBANCO IS “BANK OF THE YEAR - PORTUGAL 2023”, BY THE BANKER
(FINANCIAL TIMES)

Novobanco was awarded as “Bank of the Year in Portugal” by The Banker, a renowned
publication within the Financial Times Group. This is a recognition of novobanco’s
unwavering dedication to its customers, consistently anticipating their needs and
providing innovative, efficient, and transparent banking products and services, based on
high ethical standards and integrity.

NOVOBANCO’S SYNTHETIC SECURITIZATION HAS BEEN AWARDED
“TRANSACTION OF THE YEAR” BY SCI

Novobanco pioneered Portugal’s first balance sheet synthetic securitisation referencing
corporate exposures executed on an unfunded basis - a groundbreaking transaction,
recognized by SCI SRT awards. This operation marked our return to the synthetic
securitization markets after an extended absence.

NOVOBANCO AWARDED AS RETAIL INNOVATION LEADER IN PORTUGAL,
BY THE INTERNATIONAL BANKER MAGAZINE

Novobanco is recognised by The International Banker magazine as the best bank

in Portugal in the Retail Innovation category. This award distinguishes novobanco’s
commitment to providing its customers with an experience of excellence in the sector,
investing in a comprehensive transformation strategy that encompasses the branch
network and digital presence.

INSTITUTIONAL CAMPAIGN “NOW IS OUR TIME.” WINS “SILVER”
CATEGORY AT THE EFFICACY AWARDS

Novobanco is the winner of the “Silver Award” in the “Financial Services and Insurance”
category of the 2023 Efficacy Awards, with the institutional case study/advertisement
“Now is our time”. The campaign marked a new phase for novobanco, signaling the end
of the bankK’s restructuring period, presenting itself as an institution with sustainable
profitability, no strings attached, free to operate in the Portuguese market.

NOVOBANCO ELECTED FOR THE FIFTH YEAR RUNNING BEST TRADE
FINANCE PROVIDER IN PORTUGAL

Novobanco has once again been voted the best bank for Trade Finance in Portugal by
the international magazine “Global Finance”. Based on a number of benchmarks, such
as transaction volume, customer service and innovation, the editors of this prestigious
magazine, as well as sector analysts, company managers and IT specialists, selected
the best service providers in the area of Trade Finance in more than 100 countries and
regions around the world.
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NOVOBANCO ELECTED BEST DISTRIBUTOR PORTUGAL AT THE SRP
EUROPE AWARDS 2023

Novobanco has once again been awarded the “Best Distributor, Portugal” prize by SRP
(Structured Retail Products), part of the Delinian Group Company, thus seeing both the
solidity and consistency of its Structured Products offer and the work that has been
carried out in this area over the last few years recognised on an international level.

NOVOBANCO ELECTED “BEST ENGAGEMENT AND COMMUNICATION” AT
THE WELLBEING AWARDS 2023

Novobanco was recognized in the first edition of the Wellbeing Awards, an initiative of
Workwell, a pioneering company in the development of corporate wellbeing programmes,
and AGIS, the Association for Healthcare Innovation and Management, is officially
supported by Aon, a personal services company in risk, retirement, health and people.

NOVOBANCO SHORTLISTED FOR THE FINOVATE AWARDS 2023

Novobanco was once again shortlisted for the final stage of the Finovate Awards

2023, the fintech industry innovation awards, in the “Best Data Management Solution”
category, with a solution that allows its customers to update their data conveniently and
independently, choosing the channel that suits them best.

NOVOBANCO RECEIVES AN HONORABLE MENTION IN THE CATEGORY
“BEST USER/CUSTOMER EXPERIENCE INITIATIVE”, AT THE BANKING
TECH AWARDS

Novobanco received an honorable mention in the 2023 edition of the BANKING TECH
AWARDS, in the category of “Best User/Customer Experience Initiative”. This was the
fourth time that novobanco was named a finalist in these awards.

All awards are the sole responsibility of the awarding organisations.
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1.2 Organization

1.2.1 Governance Model

Novobanco ‘s management relies on a governance
model that is unique and distinct when compared with
systemic banks within the Portuguese financial sector.
As of 18 October 2017, under the new shareholder
structure, the bank changed its governance model

to comprise a General and Supervisory Board (GSB)

MONITORING
COMMITTEE

Financial Statements Annex

and an Executive Board of Directors (EBD), in line with
international best practices.

The governance model was designed to ensure
monitoring of the bankK’s activity and the fulfilling of its
strategic objectives:

Capital, Assets and
Liabilities Committee

(CALCO)

Risk
Committee

Statutory Compliance

Auditor ;
Committee

and Product

Sub-Committee
Non-Performing
Assets (NPA)

Sub-Committee
Operational Risk

Sub-Committee
Risk Model

Internal Control

System

GENERAL Committee
SHAREHOLDERS

MEETING

EXECUTIVE
BOARD OF
DIRECTORS

Transformation

Committee

Credit
Committee

Company
Secretary

Investment
and Costs
Committee

Enlarged
Impairment
Committee

GENERAL AND
SUPERVISORY
BOARD

Risk
Committee

Financial
Affairs (Audit)
Committee

Nomination
Committee

Remuneration
Committee

Compliance
Committee
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The GSB is responsible for regularly monitoring, advising,
and supervising the bank’s management and the group
entities, as well as for supervising EBD activities with
regard to compliance with the relevant regulatory
requirements. The GSB meets on a monthly basis, and its
Chairman maintains regular communication and dialogue
with the CEO. GSB’s activity is supported by committees
to which it delegates some of its powers: the Financial
Affairs (Audit) Committee, the Risk Committee, the
Compliance Committee, the Nomination Committee

and the Remuneration Committee. The Financial Affairs
(Audit) Committee also has competencies under the
terms of the Commercial Companies Code. These
committees are chaired by independent members of the
GSB and its composition complies with the applicable
legislation regarding the chairmanship and majority of
independent members (when required).

The GSB and its Committees’ responsibilities and powers
are attributed by general law, the Articles of Association

1.2.2 Corporate Bodies

On 31 December 2023, the composition of the Group’s
corporate and statutory bodies was as follows:
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and its internal regulations, including the supervision of
all matters related to risk management, compliance and
internal audit, as well as approval on relevant matters for
novobanco.

The EBD is responsible for the management of the bank,
for the definition of the general policies and strategic
objectives, and for ensuring the running of the business
in compliance with the rules and good banking practices.

Further information is provided in the Corporate
Governance Report, chapters 5.2.3) General Supervisory
Board and 5.2.4) Executive Board of Directors.

Chairman: Fernando Augusto de Sousa Ferreira Pinto

Ernst & Young, Audit & Associados — SROC, S.A., registered in the Portuguese Securities Market Commission
(“CMVM”) under number 20161480 and in the Portuguese Institute of Statutory Auditors (“OROC”) under

BOARD OF THE Vice-Chairwoman: Magdalena lvanova llieva
GENERAL MEETING man: ad , \
Secretary: Mario Nuno de Almeida Martins Adegas
MONITORING Chairman: José Bracinha Vieira
COMMITTEE Member: Carlos M.lguel de Paula Martln.s Roballo
Member: Pedro Miguel Marques e Pereira
Statutory Auditor

number 178, represented by Anténio Filipe Dias da Fonseca Bras, registered in the CMVM under number

20161271 and in the OROC under number 1661, and by Jodo Carlos Miguel Alves, as alternate statutory auditor,
registered in the CMVM under number 20160515 and in the OROC under number 896.

Company Secretary

29

Mario Nuno de Almeida Martins Adegas
Ana Rita Amaral Tabuada Fidalgo (Alternate Secretary)
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GENERAL AND SUPERVISORY BOARD (GSB)

GSB Committees

5 £ <
— ) + o
ER - 2 = s 5 8
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© c 5 c B o .© @© © o
E 9 & g o=t > 2 5 £ 5
s 8 § 5 L $ g8 S = 5 E 5 &
S S = z = £ 488 ) i 5 S z &
. Byron James Macbean Haynes M . 18-10-2017 31-12-2024 . . C
. Karl-Gerhard Eick M . 18-10-2017 31-12-2024 C . .
. Kambiz Nourbakhsh M 18-10-2017 31-12-2024 . .
. Mark Andrew Coker M 18-10-2017 31-12-2024 . .
. John Ryan Herbert M . 18-10-2017 31-12-2024 . C
. Robert Alan Sherman M . 18-10-2017 31-12-2024 C .
. Carla Antunes da Silva F . 06-06-2018  31-12-2024 .
. William Henry Newton M . 29-04-2021 31-12-2024 C
. Monika Wildner F . 21-06-2023  31-12-2024 .
o Evgeniy Kazarez M 07-11-2023 31-12-2024 o o
The Board is composed by 10 members, 7 of which are
independent, showing diversity in several dimensions':
Gender Age Nationality
<40 Portugal
Female
Germany

United

140-50]
Kingdom

USA

Male

150-601] Austria
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EXECUTIVE BOARD OF DIRECTORS (EBD)

A Board currently composed by 7 members diverse in several
dimensions, including age? and nationality:

o +
c c
2 g ge
c — 5@
o 6 E £
) e P 52
£ c L o a Q'a
© S = © a a x
z i = 0O < o
Chief Appointed as CEO of novobanco in 2022, after holding the position of CFO
e for 3 years.
Mark Bourke  Executive ) ) o o M 04-03-2019 31-12-2025
Officer 20+ years of experience as senior executive in financial institutions, namely
as CEOin IFG Group and as CFO in AIB.
Appointed as CFO of novobanco in 2023; Previously member of novobanco’s
Benjamin Chief GSB since 2017.
Dickagiesser Fin:?mcial +15 years of experience in financial markets, worked in FIG IBD at Citigroup M 01-10-2023  31-12-2025
9 Officer and at Lone Star (MD for Hudson Advisors Portugal) with non-executive board
roles at novobanco and IKB Deutsche Industriebank.
ghfe" ., Appointedas CCORIn2018.
P ommercia
Luis Ribeiro Officer 25+ years of experience in the commercial area with novobanco, having previously M~ 18-09-2018  31-12-2025
(Retalho) assumed leadership for SMEs.
. i ppointed as in .
Andrés gh'ef oA das CCOCin 2020
ommercial
Baltar Officer 20+ years of experience in Corporate Banking at Barclays (was Head of Corporate M 01-12-2020 31-12-2025
(Empresas) Banking in Europe) and novobanco.
Chief Legal, Appointed as CLCO in 2017.
Luisa Soares COWP!iBHQ? & Prior to joining novobanco, Luisa accumulated 25+ years of experience in Law, 18-10-2017 31-12-2025
Da Silva Sugtalnablllty especially in the areas of banking and finance, insurance, compliance, and capital
Officer markets.

Carlos Chief Risk Appointed as CRO in 2022.
ief Ris|
= s Solid experience in risk management, both within and outside novobanco, M 25-08-2022 31-12-2025
Brandao Officer
as he was Risk Director in Santander Totta and Barclays.

Appointed as CCO in 2022.
Chief Credit

Rui Fontes Officer Deep institutional knowledge of novobanco? and 20+ years of experience M 18-10-2017 31-12-2025
in risk management.

Gender Age Nationality

Female Spain

155-60]
Germany

Portugal 4

Ireland

Male

(1) (2) As of 31 December 2023
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Novobanco has a Selection and Assessment Policy for
Management and Supervisory Bodies and Key Function
Holders, the purpose of which is to ensure that the
members of these Bodies and Key Function Holders
are suitable, at all times, to carry out their duties and,
therefore, meet the necessary suitability requirements,
as set outin the Policy and in the applicable legal and
regulatory framework.

With regard to the collective assessment of the
Management and Supervisory Bodies (“Bodies” or
“Corporate Bodies”), as collegiate bodies it is important
to assess and ensure that their composition meets
diversity criteria, namely in terms of the qualifications
and professional backgrounds, gender, age and
geographical origin of their members. This diversity

- considered here in its various dimensions - and its
practical application will be ensured by the strategy
defined by novobanco and the implementation of the
measures defined for this purpose, thus guaranteeing
that requlatory requirements and expectations in

this area are met. The primary objective is to ensure a
diversity of perspectives and experiences that fosters
the sharing of opinions and their independence,
allowing for sound and balanced decision-making

by the members of these corporate bodies and the
gradual increase of the under-represented gender in the
corporate bodies concerned.

This Policy is complemented by the Succession Planning
Policy, which incorporates the principles of diversity in
the development of succession plans, and by the Non-
Discrimination and Gender Equality Policy.

The above policies can be consulted on novobanco’s

institutional website at www.novobanco.pt

With regard to gender diversity in the composition of the
General and Supervisory Board and the Executive Board
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of Diretors, and in compliance with the relevant legal
requirements, the Selection and Assessment Policy for
Management and Supervisory Bodies and Key Function
Holders has set a target of at least 20% of the
under-represented gender at the next renewal of the
mandate of these bodies.

At the date of this report, the target has been reached
with regard to the composition of the Supervisory Board
in the current term of office (10 members, 2 of whom are
women) and will be exceeded if the new female member
of the General and Supervisory Board, whose fit and
proper process has been submitted in 2023 and whose
appointment will be the subject of a resolution at the
next General Meeting, receives authorisation from the
competent authorities to take up her duties.

With regard to the composition of the Executive Board
of Directors, this target has not yet been achieved.
However, with reference to 2022, globally we note that
the overall gender diversity at GSB and EBD level has
positively increased from 12.5% to 17.6% and will exceed
the 20% target when the fit & proper authorization

is granted, and upon the appointment to GSB of the

new member of female gender, which demonstrates
novobanco’s strong commitment to achieving the
targets it has set in this area.

Considering the objective defined in the Policy, and to
make gender diversity an increasingly fundamental
element of the bank’s culture, the Gender Equality Plan
was approved by novobanco in March 2023, establishing
a set of measures and indicators that reflect: (i) senior
management’s commitment to apply diversity and
equality criteria at the level of novobanco and the Group,
(i) the definition of management indicators (“KPIs”) to
regularly assess the alignment with the defined strategy,
(i) the implementation of processes for recruiting new
employees and setting and reviewing salary conditions
that take into account diversity criteria and promote
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equal pay; (iv) career development and promotion plans

that foster gender diversity across the Bank. Moreover, Women in senior management:
novobanco has incorporated into its governance model, EBD and Coordinating Managers
especially at the level of the Nomination Committee, (%)

processes for monitoring compliance with the Gender 273
Equality Plan and the individual measures set out 25

therein.

With the firm resolve of achieving the representation
objectives set out in the Policy, the following indicators

have also been defined:
Target 2023

- at senior management level (Board of Directors and 2023
Coordinating Managers) novobanco exceeded the
25% target set in the Gender Equality Plan for 2023,
having reached 27.3% of women in these positions.

- positive evolution in gender pay gap - equal pay

Equal pay indicator
indicators (equal pay for equal work), from 5.7% to qualpay

%
5.3% in 2023, surpassing the 5.4% target set in the (%)
Gender Equality Plan.
57 54 53
- positive evolution in the unadjusted pay gap indicators
(men’s salaries vs. women’s salaries), from 18.3% to
17.7% in 2023, surpassing the 17.8% target set in the
Gender Equality Plan.
- in addition, the percentage of women in management 2022 Target 2023
positions has increased from 36.6% to 39.1% year- 2023
on-year, which reflects novobanco’s global efforts to
strengthen women'’s leadership."
Overall gender diversity: GSB + EBD Undajusted pay gap indicator
(%) (%)
. 18.3 17.8 7.7
12.5 176
2022 2023 2022 Target 2023

2023
* Will overcome 20% with the new member of GSB.

(1) These indicators relate to novobanco and do not include data from other Group companies.
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Women in management positions
(%)

391

36.6

2022 2023

The Gender Equality Plan also includes a set of initiatives,
defined and adapted in accordance with the Strategic
Planin the People and Culture Pillar, which contribute to
the continuous improvement of the above indicators.

The achievement of the Gender Equality Plan’s
objectives ensures that the conditions are in place to
meet or exceed the target set in the policy at GSB level,
and to achieve it at EBD level in the next mandate.

With regard to the targets and indicators defined in the
Gender Equality Plan, these have been met or exceeded
at the novobanco level, with the novobanco Group’s
figures being close to those of the bank.

The issue of gender equality, equal opportunities and
inclusion remains a strategic priority on the novobanco
Group’s agenda, and the bank has developed a

specific plan to reduce inequalities. This plan is being
implemented with the firm intention of consolidating the
foundations for long-term sustainability, with measures
that promote inclusion and equality and a priority focus
on decision-making and management positions.
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Employees

Novobanco’s Employees were a fundamental pillar in
the restructuring process of novobanco. Novobanco’s
decision-making processes seekK to follow the best
fair-process practices focusing not only on results but
also on sustainability and involving the employees in the
process of seeking results. The bank thus endeavours

to be aware of the needs and difficulties experienced by
employees throughout their life cycle and to meet their
expectations, to contribute to their full development and
allow them to fully unlock their potential and maintain
high levels of motivation.

O

o O
Yo \ ,

4209 46

—-C
—-o
—o

employees average age
(+119 vs 2022) (stable vs 2022)
O O

O
~

19

average seniority
(stable vs 2022)

AN

549 Female/
46% Male

(stable vs 2022)

Further information is provided in the Management
Report — 2.2) Strategic Pillars — Develop People and
Culture and in the Sustainability Report - 3.4) Our
Employees.
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STRATEGY

2.1 Business & Regulatory Environment

2.1.1 Macroeconomic Environment

The global economy and financial markets faced several
headwinds in 2023, namely: (i) the ongoing war in
Ukraine; (i) early in the year, the collapse of medium-
sized regional American banks as a result of their
excessive exposure to interest rate risk, breeding fears
of financial instability; (iii) persistently high inflation
during most of the year, particularly in services and food;
(iv) the sharp increase in benchmark interest rates by
the major central banks, making financing conditions
more restrictive; and (vi) a new war between Israel

and Hamas, fuelling tensions in the Middle East and
triggering concerns about the potential spread of the
conflict throughout the region. At the same time, the
cooling of global demand for goods and the deceleration
in international trade flows led to a contraction in
manufacturing activity across the main economic areas.

Notwithstanding these adverse factors, activity turned
out to be better than expected, with the global economy
growing by 3,1% in 2023, after expanding by 3.5% in
2022. In the major economies, consumers benefited
from excess savings accumulated during the pandemic,
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low unemployment and fiscal support forincome and
expenditure. The services sector, in particular, benefited
from the resilience of private consumption. In the US,
GDP rose 2.5% in the full year (2.1% in 2022), driven by
the favourable performance of household consumption
and non-residential investment. The Euro Area, which
was relatively more penalised by the contraction in
manufacturing, the cooling of international trade in
goods and the impact of rising interest rates, saw
annual GDP growth fall from 3.4% in 2022 to 0.5% in
2023 - albeit above initial expectations of a stagnation.
Quarter-on-quarter, activity dipped by 0.1% in the 3¢
quarter and posted 0% growth in the 4 quarter. In
China, GDP expanded by 5.2% in 2023 (+3% in 2022),
buoyed by the removal of most Covid-19 restrictions
and selective monetary and fiscal policy stimuli.
However, the Chinese economy’s performance remained
constrained by problems in the real estate sector and a
still cautious stance on the part of consumers.

Unemployment rates remained low in the US (up from
3.4% to 3.7% of the labour force) as well as in the Euro



Area (down from 6.7% to 6.4%). Many companies
continued to report labour shortages and difficulties

in filling vacancies. In this context, wages continued

to rise in both nominal and real terms, albeit slightly
decelerating compared to the previous year (nominal
YoV increases of 5.2% in the US, in December, and 4.7%
in the Eurozone, in the third quarter).

The relatively good performance of the global economy
in 2023 was further shored up by the steep dropin
energy prices, lowering production costs for companies
and bolstering household purchasing power. Despite
rising briefly above USD 95/barrel in the 3 quarter,
mainly due to the expectation of further production cuts
by OPEC+, the price of oil (Brent) fell by 17% in average
annual terms, closing the year at 77$/barrel. In Europe,
the price of natural gas slumped by 68.8% in average
annual terms, closing the year at €32.4 MW/h.

In this context, year-on-year inflation fell from 6.5% to
3.4% in the US and from 9.2% to 2.9% in the Euro Area.
Besides the fall in energy prices, this trend was also
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driven by the gradual normalisation of supply chains, the
cooling of consumer demand for goods and companies’
lower pricing power. Core inflation proved resilient in the
first part of the year, mainly sustained by the services
component, but eventually receded more noticeably in
the last quarter.

In the Euro Area, prices excluding energy and food
slowed from 5.2% to 3.4% YoV. In the US, core inflation
fell from 5.7% to 3.9% YoY.

The persistence of inflation until 3Q23, and in particular
of core inflation, led the major central banks to reaffirm
the need to raise policy rates to levels deemed
“sufficiently restrictive”. The US Federal Reserve raised
the fed funds target rate in four 25 bps moves, to 5.25%-
5.5%, and then halted the cycle of hikes in July. The
ECB raised its Key interest rates by a cumulative total of
200 bps, with the last move taking place in September,
thus bringing the main refinancing rate to 4.5% and the
deposit facility rate to 4%. In July 2023, the Euro Area
monetary authority wrapped up its asset purchases
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under the Asset Purchase Programme and reiterated its
commitment to gradually scale back asset purchases
under the PEPP during 2024.

In this context, the 3-month Euribor rose from 2.162%
in January to an annual peak of 4.002% in November,
after which it fell back to 3.909% by the end of the year.
The 12-month Euribor rose from 3.316% at the beginning
of January to an annual high of 4.228% at the end of
September, before falling to 3.513% at the end of the
year. The Euribor’s fall in the final months of 2023 was
the reaction to the ECB’s signalling of the end of the
monetary policy tightening cycle after the September
meeting, also reflecting the market’s expectation of
further cuts in key rates in 2024, due to lower inflation
and signs of slower activity or stagnation in the Euro
Area. In the US, falling inflation and expectations of
subdued growth led the Federal Reserve’s monetary
policy committee to project cumulative cuts of 75 basis
points in its Key interest rate in 2024. However, with the
market anticipating a more substantial monetary policy
easing, yields on government bonds experienced sharp
declines in the latter part of the year. After rising from
3.875% to very close to 5% in October, the yield on the
10-year Treasury slid back to 3.879% at the end of the
year. Albeit with fluctuations, the 10-year Bund yield
rose from 2.571% to an annual high of close to 3% in
October, after which it mirrored the Treasury’s trend and
fell back to 2.024% at the end of the year.

The resilience of economic activity, lower inflation in

the context of a soft landing and the anticipation of
lower interest rates bolstered the stock market and
contributed to Keeping credit spreads in check. In the US,
the S&P 500 and Nasdaq stock indices surged by 24.2%
and 43.4%, respectively, with the technology sector
experiencing additional gains fuelled by favourable
expectations regarding advancements in artificial
intelligence. In Europe, the Euro Stoxx and DAX were up
by 12.7% and 20.3%. The euro rose by 3.3% against the
dollar, to €/$1.1064.
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Portuguese Economy

In Portugal, GDP rose 2.3% in 2023, slowing down from
6.8% in 2022, but surpassing initial expectations as

well as the Eurozone average. Economic activity was
particularly strong at the start of the year, growing by
1.5% QoQ and 2.5% YoV in 1Q23. This performance
benefited from the resilience of private consumption
and, even more, by the strong contribution of net
external demand, notably the vigour of services exports,
and in particular those associated with tourism. A cooling
trend in economic activity followed, reflecting less
favourable base effects, the impact of rising interest
rates on domestic demand and the slowdown in external
demand. GDP recorded quarterly changes of 0.1% in
2Q23 and -0.2% in 3Q23, respectively, or 2.6% and 1.9%
YoY. Growth increased again in 4Q23, to 0.8% QoQ and
2.2% YoV.

In 2023 private consumption grew by 1% in real terms,
after expanding by 5.6% in 2022. The main negative
contributions to consumption came from fuel and non-
food items (including durable goods), although spending
on services also slowed down in the second half of

the year. The slowdown in private consumption partly
reflected less favourable base effects (growth in 2022
had been magnified by the 2021 pandemic restrictions).
In addition, household spending in 2023 was constrained
by continued price increases and the rise in interest rates.

The average annual inflation rate fell from 7.8% to 4.3%
in 2023, which is still relatively high. On a year-on-year
basis, price growth slowed from 8.4% to 1.4% between
January and December (averaging 6.1% in the first half
and 2.6% in the second half of the year). This mainly
reflected the fall in energy prices (annual average of
-9% in 2023, after 23.7% in 2022) and the application
of zero VAT to some basic goods, which contributed to
the slowdown in unprocessed food prices, from 12.2% to
9.5%.



The implicit interest rate in mortgage loan contracts
under the general regime rose from 1.885% to 4.583%
between December 2022 and December 2023, causing
the corresponding average monthly instalment to
increase from €304 to €414 (or from €536 to €651 for
contracts signed in the previous 3 months, in this case
falling slightly towards the end of the year).

On the other hand, household consumption found
supportin arelatively favourable labour market, in the
use of excess savings accumulated during the pandemic
and in fiscal support measures. The average annual rate
of unemployment showed modest growth, rising from
6.1% to 6.5% of the labour force, with unemployment
only increasing towards the end of the year. The strong
performance of the services sector (especially tourism)
contributed to the resilience of the labour market. The
percentage of companies reporting labour shortages as a
constraint on activity remained high in construction and
increased in services and manufacturing. In this context,
wages remained under upward pressure, contributing to
nominal growth in household disposable income of 6.2%,
down from a record 8.2% in 2022.

The household savings rate fell from 6.5% to 5.8% of
disposable income between the 4™ quarter of 2022 and
the 2" quarter of 2023, then recovered in the second
half of the year to 6.6%, on the back of a more cautious
consumer behaviour. As elsewhere in the Euro Area, the
pursuit of higher returns amid a climate of rising interest
rates caused bank deposits in Portugal to shrink at

the start of the year, as investors favoured alternative
savings instruments, particularly saving certificates
(certificados de aforro). This movement slowed down
considerably in the second half of the year.

Except for the transport equipment component, which
benefited from the strong performance of tourism,
investment in fixed assets experienced subdued growth.
This was due to the tightening of financing conditions for
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businesses and households, to a more uncertain outlook,
and to the still low execution rate of the Recovery and
Resilience Plan’s funds. Overall, capital expenditure
growth retreated from 3% to 0.9% in real terms. Weaker
private sector investment intentions resulted in YoV

falls in the flow of new mortgage loans and loans to
non-financial corporations. Non-performing loan ratios
remained contained in all segments, reflecting the
context of low unemployment and of rising disposable
income for both companies and households, as well as
the macroprudential measures in force since 2018. In the
3 quarter of 2023, the NPL ratio stood at 2.9% of total
loans, down from 3.6% a year earlier.

The real estate sector maintained a robust pace of
activity in 2023, although showing some signs of
deceleration. After increasing by 8.7% in the first two
quarters of the year, house prices rose by 7.6% YoY in
the 3 quarter, with QoQ growth slowing from 3.1% to
1.8%. The number of transactions rose by 1.9% in the
quarter, but fell by 18.9% YoY, in this case mainly due to
the contribution of the domestic segment.

Reflecting the expansion of economic activity and the
observation of surpluses in both public and external
accounts, most rating agencies upgraded Portugal’s
sovereign rating in 2023. DBRS raised its rating in

July, from A(low) to A; Fitch upgraded its rating in
September, from BBB+ to A-; and Moody’s raised it in
November, from Baa2 to A3, even if, in the same month,
the Portuguese Prime Minister formally handed in his
resignation to the President of the Republic, leading to
the fall of the government and the scheduling of early
elections for March 2024. S&P maintained its rating at
BBB+, but improved the outlook from stable to positive.
The spread of the Portuguese 10-year Treasury Bond
yield to the German benchmark narrowed from 102 bps
to 63 bps in the full year.
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Outlook for 2024

2024 should see a slight slowdown in global activity,
with GDP growth receding to around 1.5% in the US

and remaining below 1% in the Euro Area. Contributing
to this soft-landing scenario are the lagged impacts

of restrictive monetary policies and the shrinking of
household excess savings. These factors should be
mitigated by the fallin inflation and Key interest rates, as
well as by the increase in investment related to energy
and digital transition programmes. The unemployment
rate is expected to rise only moderately in the US and
the Eurozone. Inflation should continue to fall in 2024,
approaching the 2% target by the end of the year. In
this context, the major central banks are anticipated to
initiate a new cycle of policy interest rate cuts starting
from the end of the second quarter. Cumulative cuts

of 100-125 basis points in the case of the US Federal
Reserve and around 75-100 basis points in the case of
the ECB are anticipated. The main downside risks include
the potential for inflation to persist at higher levels than
anticipated, requiring the continuation of restrictive
monetary policies and exacerbating the adverse impacts
on demand and unemployment. The year 2024 will also
be marked by various (geo)political events and risks,
with possible impacts on the economy. These include the
US presidential elections and, critically, the continuation
of the war in UKraine and the risk of the Israel-Hamas
war escalating into a wider conflict in the Middle East,
with adverse impacts on supply chains and the price

of commodities. The main upside risks for the global
economy include the possibility of faster than expected
falls in inflation and key interest rates, as well as an early
end to the conflicts in Ukraine and the Middle East.

In Portugal, annual GDP growth is expected to retreat

to just over 1%, still higher than the Euro Area average.
The lagged effects of the ECB's restrictive monetary
policy and a slight rise in unemployment, with an impact
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on private consumption, should contribute to this
slowdown. Exports of services are also expected to
subside. The decline in GDP growth should be mitigated
by lower inflation, by the impact of fiscal support
measures (e.g., pension increases), by a recovery in
exports of goods following the decline in 2023, and by
the increase in investment, especially in public projects,
linked with the faster pace of execution of the Recovery
and Resilience Plan (RRP) funds. Average annual inflation
is projected to fall in 2024 to around 2.3%, while the
unemployment rate should rise to around 7.2% of

the labour force (annual average), mainly due to the
slowdown in services activity. Companies’ efforts to
retain employees may help alleviate this impact. In the
real estate market, there should be a moderationin
transaction volumes and a deceleration in prices, in line
with the more subdued demand. Supply constraints

are likely to remain a relevant factor, preventing a sharp
correction in prices. The persistence of surpluses in the
external and public accounts should contribute to a
benign assessment of the sovereign rating. The main
risks include the continuation of resilient inflation and
restrictive financial conditions beyond expectations, the
possibility of a global recession, a climate of instability
and uncertainty following the March elections, delays in
the execution of the RRP and a higher-than-expected
increase in unemployment.
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2.1.2 Regulatory Environment

Amidst a challenging socio-economic context, 2023 was
marked by a series of regulatory initiatives at European
level aimed at strengthening the resilience of the
banking sector, reinforcing the commitment to climate
transition, and pursuing digital transformation and
technological evolution.

These included the publication of the final proposals
to amend the Capital Requirements Directive and the
Capital Requirements Regulation (CRD VI and CRR 1),
with a view to increasing the comparability of banks’
capital ratios. Of particular note is the introduction of a
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limitation on the use of internal models (output floor), as
well as the increase in credit risk calculation weights.

Reference should also be made to the EU Reform of

the bank crisis management and deposit insurance
framework (“CMDI”), which aims to strengthen
depositor protection (by extending the application of the
legal regime to public entities) in situations of crisis or
financial instability.

Of the various developments in the field of ESG, we
highlight the EC proposal for measures in the area of
sustainable and transition finance, which, by broadening
the scope of the taxonomy, will allow a wider range of
investments to be considered sustainable. In addition,
the creation of a single European access point to publicly
available information relevant to financial services,
capital markets and sustainability, will contribute to
better informed investment decisions.

In terms of digital transformation, there have been
developments on the digital euro and a proposal for a
regulation is already on the table. The conclusions of
the Copenhagen Economics study on the effects of the
digital euro on financial stability and the need for the
ECB to ensure measures to mitigate its negative impact
on the banking sector were also published.

Finally, a note on the developments under PSD3 and the
publication of the PSR proposal in June 2023, to which
most of the PSD2 will be transferred.

2024 should see the start of a phase of in-depth analysis
of the two new Directives on consumer credit and
financial services agreements concluded at a distance
((EU) 2023/2225 and (EU) 2023/2673, respectively),
which member states must transpose and publish by 2025.

(1) Source: Bank of Portugal; 2023E PT expectaction from BdP as of Dec/23; European average - ECB (Dec/23).
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New ESG measures

Digital Euro Regulation Proposal

Financial Statements Annex

Publication of Copenhagen Economics Study

Regulation (EU) 2023/2859

PSD3 and PSR proposals X )
European single access point
CMDI CRD VI and CRR: package approved
by European Council and Parliament
preparatory bodies
Directive
Directive 2023/2673
2023/2225 Financial services
On consumer contracts concluded
credit at a distance
2 O 23 April June September  October November December 2 O 2 4
New asset Regulation 4/2023 Regulation 7/2023
management Means of compliance Regulates the asset
regime with issuers’ management regime

information obligations

Package of measures for mortgage loans

In Portugal

In 2023, significant initiatives were implemented to assist
Portuguese families in mitigating the impact of rising
interest rates on permanent home loan agreements.
These measures aimed to alleviate financial burdens by
securing fixed loan instalments for a two-year period,
increasing temporary interest subsidies, subject

to specific criteria, and imposing restrictions on
commissions charged by financial institutions (Laws
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(entry into force in
January 2024)

56/2023 and 24/2023, Decree Law 91/2023 and
20-B/2023 and BdP Instruction 24/2023).

In terms of interactions promoted by the CMVM,
Regulation 4/2023 regulates the formats and means
to be used by securities issuers to fulfil information
disclosure duties. In addition, Regulation 7/2023, which
will come into force in January 2024, regulates the new
Asset Management Regime, published in April 2023.



2.2 Strategic Pillars

Following the launch of its new brand and the
presentation of its new strategic plan (“Fazer Futuro”)

in 2021, novobanco has been implementing various
initiatives and programmes that support it and, above
all, contribute to the fulfilment of its main objectives. The
results achieved, both in the financial statements and

in the significant strengthening of the bank’s solvency
reflect this fulfilment, despite the challenges of the
macroeconomic context. In 2023, novobanco continued
to grow consistently and exceed expectations, reinforcing
its position as a solid and independent domestic bank,
while maintaining its commitment to supporting families
and businesses throughout their lifetime.
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This performance clearly demonstrates the increased
confidence of both customers and the financial markets
in novobanco, the alignment of its team and, naturally,
the consistency of the strategic path outlined.

Novobanco’s strategy is focused on each of its
customers, providing them a simple and efficient
experience, supported by a qualified and close team,
thus contributing to an organisation with robust and

sustainable results.

novobanco’s strategic plan is structured around four

pillars:

STRATEGY PILLARS

1 2 3 4

CUSTOMER-CENTRIC SIMPLE AND DEVELOPING DEVELOPING

BANK EFFICIENT PEOPLE SUSTAINABLE
OPERATIONS AND CULTURE PERFORMANCE

Reflecting evolving customer
expectations through distinctive
value propositions.

Simplifying the banking experience,
through superior usage of
technology and data.

Leveraging digital and omnichannel
approach as drivers of service and
proximity.

Improving internal processes
to upgrade productivity and
efficiency.

DECENT WORK AN
ECONOMIC GROW.

o

4 QUALITY DECENT WORK AN
EDUCATION ECONOMIC GROW

REDUCED CLIMATE PEACE, JUSTICE REDUCED CLIMATE
10 INEQUALITIES ACTION 16 AND STRONG 10 INEQUALITIES 13 ACTION

WSTTUTONS -

(=)

v

Attracting and developing a team
of skilled and fulfilled professionals
that actively live the bank’s values.

Developing a dynamic collaborative
culture in an environment adapted
to the new ways of working.

4 QUALITY
EDUCATION

10 Neuhms
-
(=)

v

Delivering sustainable returns
through disciplined risk, capital and
funding management.

Strengthening the integration of
ESG across business to support
sustainable growth and key
stakeholders.

DECENT WORK AN

4 QuALITY
EDUCATION ECONOMIC GROW.

16 PEACE, JUSTICE
AND STRONG
INSTITUTIONS

10 ks [ 13 i
-
(=)

v

SDG ALIGNMENT
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This strategy is designed to maximise the social impact
of novobanco’s activities. In this regard, the strategic
pillars align with the Sustainable Development Goals
(SDGs), prioritised following the last materiality
assessment.

Financial Statements Annex

CUSTOMER-CENTRIC BANK

Novobanco’s daily routine is focused on responding in

an exemplary manner to the needs of its customers,
both individuals and companies, and this purpose

is reflected in the first pillar of its strategy. At each
moment, novobanco seeks to exceed the expectations
of its customers and partners, through a distinctive value
proposition that relies on digital and on the omnichannel
approach as Key levers of proximity and experience.

SERVING CUSTOMERS WITH A FULL SPECTRUM OF CHANNELS WITH

COMPLEMENTARY ROLES
OMNICHANNEL

><p] |

Branches & Corporate Centers

ROLE
Smaller network of multi-format and
modular branches; Promote retail and

commercial collaboration via shared spaces.

;@

Partners

ROLE
Network of partners to promote and
expand client acquisition capabilities.

)
Contact Hub PoS
ROLE ROLE

Simple servicing, client remote support
to self-served channels and inside
sales/redirection to other channels.

Remote RM & Mobile AC

ROLE
Increase remote servicing to mass to
industrialize relationship and to affluent

to steer to lower cost-to-serve channels.

=<1

Phygital Solutions
ROLE

Collect payments and expand
functionalities to enable
value-added services.

Ilg

A/NTMs

ROLE

Increase speed, convenience &
cost-effectiveness in cash & equivalent
transactions at the branch.

Web and Mobile
ROLE

Enhancing the customer experience through
contract formalization solutions and information
sharing, in both face-to-face and remote scenarios,

Speed and convenience for simple
servicing and sales, capture traffic and
cross-fertilize other channels.

cementing the relationship of transparency
and closeness with customers and the bank’s
omnichannel strategy.
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NEW CHANNELS, SERVICES AND A PERSONALISED CUSTOMER EXPERIENCE
ALLOWED A RAPID RISE IN DIGITAL...

2020

2021

2022

DIGITAL ACCOUNT
OPENING-VIDEOCALL

Launch of the video call

LIFE INSURANCE

Simulation and subscription
of life insurance on digital

PERSONAL LOANS

New subscription solution on
digital channels with simulation

account opening solution. channels is made available. comparison feature.
ONLINE CREDIT FOR NEW WEBSITE HOMEBUYING
BUSINESS

1stintegrated and 100% digital
credit solution for business.

HOMEBUYING
From simulation to deed.

Simple, quick & more
transparent.

Ecologically sustainable.

APP SMARTER

Adaptable, customizable,
inclusive & predictive (based on
data science).

FINANCIAL AGGREGATOR

Business Financial advisor.

Analytic & predictive.

INVESTMENT FUNDS

Subscription of third-party
funds through digital channels
extended.

Morningstar app solution made
available to customers.

More customization, SEO and
new features.

Launch of online store for
non-financial products.

CLIENT INFORMATION
UPDATE

Client information update via
CMD.

API for credit intermediaries:
reduced instalment offer.

INSURANCE

New simulation feature for
home insurance with option to
save simulations.

E2E subscription Home
insurance.

PHYGITAL

Available across the retail
network, with -40% operations
coverage, saving +13 tons of
paperin 2021.

NOVOBANCO ONLINE
CORPORATE

A new online service to simplify
and support the day-to-day
financial management of
companies.

PHYGITAL

Increased product depth.
New remote signing solutions.

INVESTMENT SOLUTIONS

New online Investor Profile
Questionnaire.

Increased off balance offer on
digital Channels.

CREDIT CARDS
New online request.

Increased limit request.
Pin by SMS.

DIGITAL CHANNELS

App: New wallet features,
savings widgets and budgeting,
recurring ops.

Online Empresas:

new dashboards and
functionalities (factoring,
confirming).

CLIENT INFORMATION
UPDATE

ID card photo upload on digital
channels.

2023

PERSONAL LOANS

Improved underwriting process.

INVESTMENTS

Extension of the offer available
online.

Improvements to the Investor
Profile Questionnaire (QPI).

Online opening of the

Financial Investment Contract,
integrated in the investment
fund subscription process (CIF).

NON-LIFE INSURANCE
OFFER

Simulation of Car and Health
Insurance in digital channels,
with subscription through the
call centre or branches.

ONLINE OPENING
ACCOUNT

Improvements in the process.

NOVOBANCO APP

New app for corporate clients.
Google Pay / Apple Pay.

Enhanced security in online
shopping payments with 3D
Secure.

New authentication model for
push notification even more
fluid.

NOVOBANCO ONLINE
CORPORATE

Improvements and new
features in the confirming
dashboard.

Factoring and Confirming
Reports.

Participation Management
with simplified membership
(consultation only).

PHYGITAL

Increased product depth.

Extension to the corporate
segment.

Enlargement to novobanco
Acores.
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..UNLOCKING CURRENT AND FUTURE
POTENTIAL:

Digital Sales
CREDIT PERSONAL
INSURANCE CARDS LOANS
+107% +122% +27%
YoY YoY YoV
89% of segment 5% of segment 20% of segment
sales sales sales
+3pp YoY +1pp YoY +5pp YoY

Digitally active clients

(%)

(+5pp vs 2022)
62 67
2022 2023

Self-service transactions

(%)

94
84
>70
Retail Small Businesses Corporate
segment segment segment

In the Corporate segment, novobanco’s in-depth
knowledge of the Portuguese business sector allows
it to develop specialised approaches, which offer each
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sector of the economy, and in particular those that are
Key for national economic growth, a set of products and
services suited to their challenges and needs, both for
the domestic activity of companies and to support the
internationalisation of the national economy. Alongside
this vertical vision of the main sectors of our economy,
novobanco is also at the forefront when it comes to
promoting the business sector’s access to the main
programmes aiming to revitalise the European economy.

This in-depth knowledge of the market, of its
opportunities, but also of its expectations and
challenges, positions novobanco as the natural financial
partner for large, medium and small national companies.

In 2023, novobanco also set emission reduction targets
by 2030, aligned with the goals of the Paris Agreement,
in the most relevant segments of its credit portfolio, as
described in the Sustainability Report.

With this in mind, novobanco aims to be the banking
partner of choice for its clients when it comes to
adapting to climate change. In the corporate segment,
this means the provision of financing solutions and
access to specialist partners to help our customers
plan and finance the investment requirements of

the transition challenge. To this end, novobanco has
established a green financing policy with ambitious
medium-term targets (over €2 bnin the next 3 years).

In the Retail segment, which serves families and small
businesses, novobanco develops value propositions
and solutions centred on these customers’ needs at the
most decisive moments of their professional or personal
journeys, whether in consumer credit, mortgages,
management of savings or means of payment, with a
view to accelerating the growth of the customer base
that has novobanco as its main financial partner.

The bank launched specific products to meet the
changing demands of the energy transition, such as
green mortgages, personal loans for the installation of
renewable energy solutions at home and special loan
conditions for electric and hybrid vehicles.

As part of its strategic plan, novobanco has been
implementing an approach based on a principle of
increasing the omnichannel approach, thus providing
customers with a consistent and integrated experience



through its multiple channels.

To effectively achieve these objectives, novobanco has
been investing on a global transformation. The most
visible faces of this reinvention are, on the one hand,
the branch network, where novobanco has developed
an innovative concept in the market that combines
technology, proximity to the customer and openness
to the community, and, on the other, digital, which

has been a determining factor for the accelerated
transformation of novobanco.

Finally, novobanco aims to maximise its positive

impact on society - promoting a social responsibility
agenda, acting onissues such as financial inclusion,
financial literacy, the dissemination of ESG knowledge,
sponsoring research into sustainability and driving
multiple inclusion initiatives in the most fragile segments
of the Portuguese society.

More information on products with an ESG impact
is available in the Sustainability Report - 3.3) Our
Customers.

Client satisfaction
(Nov-23)

Account
opening

Mortgage
Loans

82%

(+3pp vs Dec-22)

90%

(flat vs Dec-22)

Personal
Loans

93%

(flat vs Dec-22)
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New Distribution Network

(# branches)
(91% of branches)
240 265
mneée
2021 2022 2023

Evolution of number of clients
(# in thousands)

(>45% client
acquisition growth)

1482 1583
2022 2023
Deposits Market share
(%; Nov-23)
(+0,4pp YoY)
93 9.7
2022 2023
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SIMPLE AND EFFICIENT

To address the market of today, with its very exacting
clients and the challenges posed by new players, which
spur the sector to evolve its operating model, the
second pillar of novobanco’s strategy is to accelerate
its transformation into an organisation that provides
customers with a lean and straightforward experience,
for which it is necessary to attain increasing levels of
operating efficiency.

In this area, novobanco has focused on reengineering
the most critical processes for customers, with a view
to simplifying them and thus provide an experience that
stands out in the sector, both through its simplicity and
through the consistent improvement of service levels, in
particular in loan granting processes, which are the most
decisive for companies and families.

To this end, novobanco is implementing a far-reaching
transformation programme of its IT and data governance
functions (focused not only on the evolution of the
infrastructure, platforms and tools that support the
bank’s operation, but also on the timely availability of
relevant information to support process improvement),
the scrupulous reformulation of the bank’s operating
model, the permanent optimisation of the models that
support decision-making and, naturally, the requlatory
commitments and requirements to which the banking
sector is subject.

Cost to Income Ratio’

(%) B Reported NIl Recurring
49
44
33
. 30
2022 2023

Financial Statements Annex

Average Business
1%

Volume per
2
(E€T)p|°yee 12583 12704
Employees? 4090
(#)
2022 2023

To increase efficiency and improve its environmental
footprint, the bank has set ambitious targets to
reduce its own greenhouse gas emissions (-28% by
2024 compared to 2021), to reduce the consumption
of resources and to reduce, recycle and recover

waste (-30% by 2024 compared to 2021 for paper
consumption). Novobanco is keen to ensure that its
sustainability standards are met throughout its supply
chain and has established guidelines and a monitoring
framework to ensure compliance by its suppliers.

PEOPLE AND CULTURE

The strategic objectives of novobanco contain a high
level of ambition, based on perfect alignment and

total clarity within the organisation about the role and
contribution of each employee to achieving them. This
third pillar of novobanco’s strategy is, therefore, a critical
dimension and requires a high level of dedication from
the bank’s management.

In this domain, novobanco’s strategy seeks to ensure

a clear distinctiveness (i) in the value proposition for its
employees, (i) in the development of internal talent and
(iii) in the promotion of the organisational culture and
values. With these dimensions in mind, novobanco seeks
to assert itself as an organisation characterised by:

- A strong capacity to attract, develop and retain the
best talent in the sector;

« A culture that values diversity and champions equity,
including gender equality, and relies on the diversified
profiles and paths of its people;

(1) Defined as Operating Cost divided by Commercial Banking Income; Commercial Banking Income being equal to Net Interest Margin plus Fees and Commissions;
(2) Considers average stock of Net Customer Loans and Deposits, divided by average number employees in the period;

(3) End of period data.



- A daily routine supported on working methods aligned
with the best international trends, both in terms of
participation and collaboration practices and in terms
of the working environment;

« The promotion of innovation and the generation of
ideas by the organisation itself, for the benefit of
customers and the national economy;

- The experiencing of values and of an organisational
culture that translates and permanently reinforces
these characteristics;

- A workplace that fosters and promotes employee
well-being and health, building a strong sense of
employee engagement;

« A culture of continued self-improvement and
expertise, by promoting employee training programs in
key topics, including sustainability.

The experience of values and an organisational culture
that translates and permanently reinforces these
characteristics.

Staff Turnover
(%) (+1.3pp)
6.3
5.0
2022 2023
ESG training hours
(thousands; cumulative) (+21K)
96.9
70.6
2022 2023
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Gender Pay Gap*
(%)
(-0.3pp)
57 54
2022 2023

(1) Equal Pay indicator (equal pay for equal work). At novobanco stand-alone
level this KPI stands at 5,3%.

More information is available in the Management Report
-1.2.2 Organizational Structure, and in the Sustainability
Report — 3.4) Our Employees.

SUSTAINABLE PERFORMANCE

The fourth pillar of novobanco’s strategy is driven by

the bank’s resolve that its financial performance be
characterised by its sustainability, by the robustness and
quality of its balance sheet and by adequate solvency
levels.

This provides the framework into which the entire
programme for integrating ESG (Environmental, Social
and Governance) issues into the organisation is set,
which includes (i) implementing the ESG operating model
and training the organisation, (ii) adapting the offer of
products and services, (iii) transforming investment and
risk management policies, among other dimensions.
novobanco considers ESG as an opportunity for the
financial sector to contribute to the important transition
objectives of the world economy, which justifies the
importance it dedicates to this dimension.

The optimised management of the bank’s capital and

its various funding sources and the improvement of

the risk management processes associated with its
activity are also materially relevant for the sustainability
of novobanco’s performance. To achieve this goal,
novobanco’s strategic plan is deployed through different
programmes aimed at strengthening the quality of credit
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decisions, namely by driving their automation, improving
pricing models and the measurement of profitability
adjusted to risk and capital consumption (economic and
regulatory), increasing the sophistication of the warning
systems that monitor the life of credit operations and
continuously improving internal models.

Financial Statements Annex

The combination of these dimensions gives novobanco
the confidence that its ambitious medium-term
objectives will continue to be met, thus allowing it to
assert itself as a clear reference in the European financial
sector, in terms of franchise and consistent growth,
based on a robust financial profile that delivers high and
sustainable levels of profitability.

Green investment CO, Emissions Eletricity from green
(€mn) (scopele2) certification:
343 369 -2% emissions
B ————_—
7%
2023
2022 2023 2022 2023

TARGETS EXCEEDED AND ACHIEVING INVESTMENT GRADE RATING EARLIER THAN EXPECTED

2023 2023
Guidance’ Achievements
Net Interest Margin >2.5%?2 2.75% J
Cost to Income ~35% 33.3% \/
Cost of Risk ~50 pb 48 pb J
; - 4.4%
NPL Ratio® R (w/ 84% coverage)
Profit Before Tax* €700mn €754mn \/
. . N +500 bp
Capital Generation 400 pb (CET1-18,29%) J

CET1FL 10.1% 13.1% 18.2%
19'00/0 20.40/0
RoTE 6.2%
2021 2022 2023
Rating Actions
Moody’s Fitch
v
Ba1l BBB-
(Positive Outlook) (Stable Outlook)

Senior Unsecured Debt Senior Debt

+7 notches in 2 years Investment Grade

(1) Considers upward revision of 2023 guidance presented with TH23 and 9M23 accounts;

(2) Considers average Deposits Facility Rate of 3.3% vs previous 2.7%;
(3) NPL actual calculated as non-performing loans by gross customer loans;
(4) PBT deducted by Special Tax on Banks.



2.3 Risk Management

Main Risks and Uncertainties in 2024

In 2023, novobanco delivered positive financial results.
These results reflect the adoption of a prudent strategy
in the conduct of its business, taking into account the
difficult macroeconomic environment, particularly

in terms of rising interest rates and financial market
volatility, as a result of armed conflicts in Eastern
Europe and the Middle East and the collapse of banking
institutions in Europe and the United States, as well as
the challenges associated with digital transformation,
with the consequent increase of operational risk.

In 2024, the activity of novobanco and the banking
sector in general will be affected by a combination of
different risks and uncertainties, of which the following
stand out:

i. Legal and regulatory risks

The dynamic regulatory environment of the financial
sector in its various areas is quite a challenging

task for institutions to comply with new legal and
regulatory requirements in a timely manner and

to adapt their internal procedures accordingly. In
this context, the following points deserve special
attention due to their growing importance:

- The integration of environmental, social and
governance (ESG) objectives/criteria into business
operations and the related disclosure requirements:
taking into account the current context of
integration of ESG factors into the prudential and
behavioural rules applicable to banking activities and
the aim of institutions to achieve their sustainable
finance objectives, namely by complying with
highly complex disclosure requirements, as well
as the ongoing impasse over the approval by the
European Union of the Directive on Corporate Due
Diligence in Sustainability Matters - which, if not
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adopted, will mean the loss of a fundamental pillar
of the European Union’s ESG/sustainability plan,
which is anchored on the Taxonomy-CSRD-CSDDD
triangle - institutions have continued to navigate

a landscape marked by uncertainty regarding the
speed of transition process towards a sustainable
economy, and therefore the rules they must follow.
Itis therefore anticipated that the regulatory
agenda of supervisors will remain particularly intense
in this area, which will require an effort on the part
of institutions to assess their resilience to different
scenarios of climate change and energy transition,
to take the necessary measures to mitigate any
risks that may be identified in this context, and

to reposition their strategies to promote ESG
objectives.

The reinforcement of the legal and regulatory
framework for the prevention, detection and combat
of financial crime, namely through the AML package,
which includes the European Union’s ongoing
review of Directive 2015/849, the regulatory
requirements for due diligence, the implementation
of robust transactional analysis models, Decree-
Law no.109/2021, among others, the application

of restrictive measures resulting from sanctions

and embargoes, with the consequentimpact on

the Bank’s internal processes. On the other hand,
the new European AML/CFT Supervisory Authority
(AMLA) will require close monitoring;

The BankK’s capital requirements (SREP), the
various On-Site Inspections (OSls) conducted by
the European Central Bank (ECB), the stress tests
on Liquidity Risk, the Minimum Requirement for
Own Funds and Eligible Liabilities (MREL), as well
as those anticipated in the area of cybersecurity,
and the various guidelines of the European Banking
Authority (EBA) and the ECB on these matters.
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ii. Digital Transformation Risks

Technological innovation and digitalisation initiatives
have become a priority for the banking sector, both for
the benefits they bring to customer service (customer
experience) and for the benefits they bring to internal
efficiency processes.

While the benefits of digitalisation are undeniable,

it also poses significant risks to banks, such as an
increase in cyber-attacks (boosted, for example,

by current geopolitical tensions), the inappropriate
collection of personal data and fraud perpetrated
through digital channels. As a result, banks will have to
maintain operational resilience plans that allow them
to anticipate these situations as far as possible, which
in turn means constantly monitoring technological
developments with the aim of increasing protection
capabilities and mitigating cybersecurity risks.

In addition, 2023 saw a fast rise in the
commercialisation of products based on artificial
intelligence, and this trend is expected to continue
in 2024. Although it is extremely difficult to predict
all of its implications, this could lead to significant
opportunities for efficiency gains and more
sophisticated marketing strategies.

Itis thus expected that in 2024 this digital
transformation risk will not only persist, but that

it may even be exacerbated given the many
technological development initiatives underway. Of
particular relevance is the new European legislative
framework - the Digital Operational Resilience Act
(DORA) - which aims to help strengthen the digital
operational resilience of entities operating in the
financial sector by requiring them to develop and
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maintain robust ICT to prevent and mitigate cyber
threats in the financial sector that seek to exploit
vulnerabilities in computer systems. This framework
will be applicable in 2025 and will be complemented by
the existing EBA guidelines (EBA/GL/2019/04), which
will certainly be updated and will require institutions to
make additional efforts in 2024 to adapt their internal
processes and procedures.

Outsourcing Risks

Linked to the technological innovation processes
mentioned in the previous point, we should also
highlight the growing importance of outsourcing
services or functions to third parties, which is
expected to continue throughout 2024 and which will
naturally pose challenges for institutions, particularly
in terms of compliance with legal and regulatory
frameworks, reporting obligations, monitoring and
assessing the risk of outsourced services/functions,
and adapting to the expectations already conveyed
by the European Central Bank in its supervisory
activity plan for 2024-2026.

Geopolitical and market risks

- At a global level, there are still concerns that the
geopolitical fragmentation caused by the current
conflicts in the Middle East and Eastern Europe
could have an even more negative impact on trade,
technology and people flows, leading to market
uncertainty and volatility;

 The national macroeconomic situation and
the impact of the outcome of the Portuguese
parliamentary elections in March 2024;



- Delays in the implementation of the Recovery and
Resilience Plan and the resulting impact on the
economy;

- Uncertainty about the impact of persistently high
interest rates and inflation on monetary policy in
the Eurozone, potentially exacerbating the risk
of higher-than-expected unemployment and
generating instability in the commercial real estate
sector;

- The potential impact on the global economy of the
presidential election in the United States of America;

- The credit risk arising from the increase in financing
costs and the deterioration of the macroeconomic
situation are factors that could lead to the
materialisation of this risk for both companies and
individuals.

v. Other Risks

« The Non-Performing Assets (NPAs) portfolio and
the implementation of the NPA plan, particularly as
regards real estate owned (REO);

- Reputational, legal and compliance risks, especially
when leading to litigation, either arising from the
Group’s current activity or from legacy issues;

« Risks arising from the activities of novobanco and
the Group’s entities;

- Broadly, the increase in regulatory reporting
requirements, resulting in greater demands in terms
of data collection, data quality verification and the
safeguarding of data under personal data protection
legislation.
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- The remaining factors linked to the various types of
risk described in this chapter.

In short, the risks anticipated for 2024 will be
significant, given the context of uncertainty resulting
from the increase of geopolitical tensions, a slowdown
in economic activity and the prospect of interest rates
remaining at higher levels, to which novobanco is
obviously notimmune.

novobanco develops its Risk Management function
with the ultimate objective of internalising a risk
culture and pre-empting the materialisation of risks
across all levels of the organisation.
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Risk Management Framework

The definition of a risk management framework with
standards, patterns, objectives and responsibilities
assigned to all areas of novobanco Group, permits to
implement the strategy in compliance of the established
risk appetite.

Supporting the Board in effective risk management
and in the development of a strong risk culture, this
framework defines:

- the main risks faced by the novobanco Group, as well
as those to which it may be exposed;

- therisk appetite requirements and monitoring;
« the responsibility functions in risk management;

- the governance structures and risk management and
control committees.

GOVERNANCE

1 . Risk management and control committees;
Definition of Policies and roles and responsibilities.

RISK APPETITE STATEMENT

2‘ Definition of the level of risk that the Group is willing
to take on.

RISK CULTURE

3 Risk culture embedded at the verious levels of the
+ organisation making all employees accountable for
risk management and control.

RISK CATEGORIES

4_ Shared holistic vision of the Credit, Market, Liquidity and
Operational Risk classes as well as of emerging risks.

RISK TOOLS

5, Stress testing, limits policy, model validation, quantification
and evaluation methodologies.

3 LINES OF DEFENCE

6 . The pillar for effective and seamless risk management
at the various levels of the Group.
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The Risk Culture at novobanco Group

Risk is inherent to the banking business. As such, the
novobanco Group is naturally exposed to the various
classes of risk arising from external and internal factors,
namely from the nature of the markets in which it
operates and the activities it develops.

The novobanco Group considers that Risk Management
is a key pillar for sustained value creation over time.

The Group’s Risk management and control is therefore
grounded on the following assumptions:

« Universality, through application across novobanco
Group;

- Integrality of the risk culture, through a holistic
and preemptive approach to risk. A holistic vision
encompasses all phases of risk management -
identification, assessment, monitoring and control - as
well as all kinds of financial risks - credit, liquidity and
market, capital - and non-financial risks, including ESG
Risk.

- Independence from the Group’s other units, and in
particular risk-taking units. Following the three lines
of defence model, viewing the adequate detection,
measurement, monitoring and control of all material
risks to which the novobanco Group is exposed. This
model implies that all employees, in their sphere of
activity, are responsible for the management and
control of risk.

A strong risk culture in the organisation is an essential
factor for effective control of the various exposures
to risk. This culture is reflected in the involvement
and performance of all employees in the organisation,
through their diligent, proactive and consistent
compliance with the regulations, code of conduct,
values, and risk appetite defined for all activities,
businesses, segments and risk exposures. To this end,
the timely identification of risk sources as well as
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risk-based mitigation and control actions are Risk Management Function
fundamental. A continuous effort in training, awareness

raising, and communication is equally important to allow

- - ) - The risk management function is organised in such
seamless adjustment to any arising situations.

a way as to allow effective management of the risks
considered relevant and material by the novobanco
Group - those to which top management pays special
attention and which may impact the achievement of

3LINES OF ’I st 2 nd 3 rd the objectives defined by the bank -, as well as risks
PERENCE considered as emerging - those where little is known
PRINCIPLE [JNN A , ) :
line of defence line of defence line of defence about their components, and whose impact may occur

over alonger time horizon.

Global Risk . . e .
NOVO BANCO Business Department InternallAdit The risks identified as relevant and material are
GROUP Areas Compliance Department quantified within the scope of the Internal Capital
Department .
. Adequacy Self-Assessment (ICAAP) exercise, the most
relevant being:
FUNCTION Mraeflrjrr\fe Control i. creditrisk, which includes default, counterparty and
concentration risk;
« Independent
e ii. liquidity risk;
« Ensures
Takes risk B . adequacy of iii. market risk in the trading book and banking book,
LIMITATION according to oesno policies and L ) ) e
i ; take risk : which includes interest rate risk (IRRBB), equities risk
Risk Appetite processes; ,eq B
+ Ensures correct credit spread riskK, real estate risk and pension fund
implementation .
of policies and risk;
« Accurate and timel RIDEESSES: . . . . . . .
et Ofrisffs; iv. operational risk, which includes operations risk,
- Make sure that risk remains information systems risk, compliance risk, and

within defined limits;

) reputational risk, and
- Measure, monitor, report.

V. business risk.
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The management of risks is considered
vital for novobanco Group

Risk Management, as a vital function for the
development of novobanco Group’s activity, is
centralised in the Risk Management Function, which
comprises the Global Risk Department (GRD) and the
Rating Department (RTD).

It defines holistic principles for risk management and
control, in close coordination with the remaining 2™ line
units of novobanco Group, and with the Internal Audit
Department.

All materially relevant risks are reported to the
Management and Supervisory bodies (as applicable,
EBD, GSB, Risk Committees and specialised
committees), which are responsible for supervising,
monitoring, assessing and defining the Risk Appetite and
control principles implemented.

The Head of novobanco Group’s Risk Management
Function is the Head of the GRD, who reports to the
Chief Risk Officer, a member of the Executive Board

of Directors. To ensure the most effective articulation
with the Risk Management Department, a local Head

of the Risk Function was appointed in each relevant
entity of the novobanco Group, who ensures continuous
monitoring of the financial and non-financial risks to
which these entities are exposed. The GRD acts either
directly or as coordinator, in articulation with the units in
charge of the local Risk Management Function.
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The Risk Appetite framework defines:

CONTINUOUS
MONITORING OF
RISK EXPOSURES

Monitoring of risk
exposure in a accordance
with the Governance in
force.

ROLES AND
RESPONSIBILITIES IN
RISK MANAGEMENT

Risk Policies defining the
roles and responsibilities

of each stakeholder inrisk
management, in compliance
of the 3lines of defence
principle.

IDENTIFICATION
OF MATERIAL RISKS

Annualrisks identification

process at Group level and
of each materially relevant
subsidiary.

DEFINITION OF
RISK APPETITE
STATEMENTS

A Risk Appetite statement
and respective limits to

be complied with by the
organisation are defined
for each material risk.

This framework aims to ensure that the strategy of
maximising value for the Client - one of the relevant
stakeholders, along with employees, shareholders and
the community - is executed, protecting the strength
of the organisation through rational and solid risk

management.



The definition of Risk Appetite statements for the
Group’s relevant exposures and their monitoring through
risk limits are fundamental aspects of risk management
and control. By linking them to the main strategic
metrics, the risk limits are divided into three levels
(according to their materiality), and subject to a specific
escalation process, namely for the metrics with the
highest materiality, that involves timely communication
to the General and Supervisory Board and reporting

to the Executive Board of Directors, as a guarantor of
effective supervision of risk appetite monitoring.

The General and Supervisory Board monitors and
ensures the effectiveness of the management
conducted by the risk function, its action plan and
budget, as well as its reports and relations with external
auditors and supervisory authorities. It also monitors the
current and future global risk appetite, the risk strategy
in place, and the effectiveness of novobanco Group’s
risk management system and internal control system.
Moreover, it is responsible for giving prior consent to
the Executive Board of Directors’ proposals on various
matters, namely the definition of the Risk Appetite
Framework, the Risk Appetite Statements and the
corresponding limits. The Executive Board of Directors is
responsible for approving the Risk Framework, the Risk
Policies and the related methodologies and procedures
for identifying, assessing, monitoring and controlling
risks.

The identification and assessment of the risks to which
the Group is exposed must take into account the
established business strategy and planning. Strategic
planning, capital adequacy and resolution exercises are
therefore carried out with the active participation of the
Risk Management Function.
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Robust and efficient risk management is also the result
of prospective analysis and ongoing monitoring of risk
exposures, creating a specific risk tolerance framework
that allows the 1st Line of Defence to perform its
activities as risk-taker and relevant participant in risk
management.

The Risk Appetite Statement (RAS) and Risk Appetite
Limits (RAL) defined and approved by the General and
Supervisory Board and the Executive Board of Directors
cover financial and non-financial risks, the various
business lines and regulatory limits. The definition of
these limits is the responsibility of the Risk Management
Function, which liaises with the other relevant
stakeholders in the management and control of specific
risk exposures. The Market Discipline Report provides
further details on RAS and RAL.

Risk appetite is monitored by the Risk Committee

of the Executive Board of Directors and General and
Supervisory Board. Risk management and control is also
supported by various specialised committees. Detailed
information on the committees that support the Risk
Management Framework is described in section 5.2.
Corporate Bodies: Composition and Functioning.
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FOCUS IN 2024

Determine the size of the liquidity
pool available at any given time and
plan for stable sources of funding
over the medium and long term.

Solid liquidity position;

Funding of medium- and
long-term assets through stable
liabilities;

Withstanding liquidity stresses
for a minimum period of 12
months;

Compliance at all times with the
limits imposed by the legislation
in force.

» Maintaining and evolving the risk monitoring
and management processes, ensuring the
timely detection of shifts in the risk profile and
the Bank’s alignment with the established risk
appetite;

« Developing and maintaining internal models
and stress testing exercises (Stresstesting
Framework) that allow liquidity risk to be
measured and controlled:

« To be continuously updated on the regulatory
framework.

Use of internal risk identification,
assessment and quantification
system;

Internal processes for rating and
scoring allocation by type of
portfolio;

Definition of Risk Appetite by
portfolio;

Credit powers that force the
escalation of riskier operations;

Ongoing monitoring in specialised
fora.

Risk appetite with stable
origination criteria.

« Contribution to strengthen the Bank’s operational
capacity to manage credit exposuresin a
context of persistently high interest rates, high
inflation, instability in the energy and commodity
markets, and disruptions in the distribution
chains. Focus on the early identification of
financial deterioration indicators and definition
of strategies for timely intervention with viable
debtors requiring support measures to maintain
their debt service capabilities;

Reinforcement of remote service models and
creation and development of automated credit
assessment and decision tools;

Strengthening the continuous monitoring
processes of the various credit portfolios and
reinforcing the EWS framework with the inclusion
of new indicators.

GRD expert team centralises

the management and control of
the group’s market and interest
rate and credit spread risk on the
banking book (IRRBB/CSRBB), in
line with the regulations and risk
good practices.

« Monitoring of net interest
income, market investments and
balance sheet interest rate risk
through predefined risk appetite
rules.
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Processes for ongoing monitoring of market and
IRRBB/CSRBB risks within the boundaries of the
established risk appetite, allowing to assess the
impact of changes in market factors, such as
volatility and interest rates;

Development and maintenance of internal
models and stress testing exercises (stresstesting
framework) to measure and control market

and IRRBB/CSRBB risks, as well as calculation

of economic capital within the ICAAP exercise,
calculation of market shock impacts within the
EBA Stresstesting exercise and regulatory capital
reporting (alternative standard approach), within
the Fundamental Review of the Trading Book
(FRTB);

Keeping updated at all times with regard to the
regulatory framework, and in particular the new
EBA guidelines on IRRBB/CSRBB.
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FOCUS IN 2024

« Definition of Non-Financial
Risk Management and Control
Framework and Specific Policies;

« Compliance function and
Information Security Office with
arelevantrole in the definition of
other specific risk policies.

- Therisk appetite encompasses
the various categories of risk
and reflects the infeasibility of
eliminating it from a cost-benefit
perspective;

- Risk appetite aligned with
novobanco Group’s high ethical
and conduct standards, which
implies zero tolerance for
inadequate conduct.

Reinforcement of compliance with the risk
appetite defined for the whole Group;

Reinforcement of a culture of risk, particularly in
the first line of defence, to ensure the alignment
of actions and decisions with the risk strategy
and appetite across the various levels of the
organisation, promoting a more robust control of
risk;

Continuous strengthening of the Fraud Risk
framework in light of the increased sophistication
of fraud typologies, in particular cyber and
technology risk, by enhancing fraud events
prevention mechanisms;

Updating of the identification and assessment
methodologies for-non financial risks, to include
ESG risk;

Keeping continuously updated on the regulatory
framework.

Undertaken through the joint
approach of specialised teams
from the GRD and GESC, which
define the guidelines to be followed
for any new business and for
monitoring existing positions, in
order to measure and mitigate
novobanco Group’s exposure, in
particular to transition and physical
risks.

In addition, it is supported by
methodologies to assess and
monitor the risk factors, which,
consistently with the applicable
regulations, permit to monitor

the evolution of the risk profile of
balance sheet positions.

- Application of exclusion policies
and minimum safeguards,
namely for activities with higher
ESG (environmental, social and
governance) risk;

- Definition of global goals and
guidelines to steer new credit
production according to ESG
assessment criteria;

- Implementation of global risk
assessment methodologies, at
the level of the credit portfolio,
to identify and monitor the
evolution of the main ESG risks
on the balance sheet;

- Creation of a KRI dashboard
integrated into novobanco
Group’s Risk Appetite.

Application of the criteria established by the
EU Taxonomy Climate Policy Relevant Sectors
(CPRS) and greenhouse gas emitting sectors to
characterise the BankK’s portfolios;

Mapping of the physical risk of properties owned
by novobanco or given as loan collateral;

Increased integration between ESG risk
methodologies and business planning and
execution, namely regarding the implementation
of risk classification methodologies (Scorings /
Ratings & Taxonomy) and respective guidance on
credit risk decision and monitoring;

Maintaining and improving ESC scorings and
ratings.

More information in chapter 3.2) ESG Risks
of the Sustainability Report
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PERFORMANCE

3.1 Highlights

CONSISTENT STRATEGY DELIVERING
INCREASED PROFITABILITY

« Netincome of €743.1mn (2022: €560.8mn),
reflecting a solid domestic business model aligned
with our customers’ expectations and the efficiency
measures implemented in recent years.

In 2023, NIM reached 2.75% (2022: 1.47%), above
2023 guidance (> 2.5%). NIl totalled €1,142.6mn
(2022: €625.5mn), as a result of the favorable interest
rate environment, and of the prudent management of
interest rates on assets and the cost of financing.

Fees totaled €296.1mn, increasing 0.9% YoY

(2022: €£293.3mn), with the impact from regulatory
changes that reduced commissions charged on
certain products, partially offsetting the overall strong
underlying trend.

- Commercial Cost to Income ratio of 33% (2022:
499%), beating guidance of ~35%. The ratio reflects the
Commercial Banking Income performance (+56.6%)
versus Operating Costs (+6.9%), which were driven by
continued investment in the business and inflationary
pressures.

- Cost of risk was 48bps (2022: 44bps), for credit and
corporate securities (including management overlays),
consistent with 2023 guidance of ~50bps.
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CONTINUED STRONG CAPITAL
GENERATION

» FL CET1ratio increased by ~500bps YoY to 18.2%,
beating the already revised capital generation
guidance of >400bps. Total Capital ratio increased
by ~560bps to 21.0% (+165bps QoQ), which also
benefited from the net increase of the Tier 2 by
€100mn, following the issuance of the new €500mn
10.5NC5.5 Tier 2.

« Strong capital generation with tangible shareholder’s
equity increasing €894mn to €4,126mn (+27.7% YoY).

A RESILIENT BUSINESS MODEL WITH
MARKET SHARE MOMENTUM

« Net Customers loans at €24.5bn (stable YTD), with
€3.5bn YTD origination partially offset by increased
amortization and supported by new client acquisition.
The bank has increased its footprint in the Portuguese
market with global market share at 9.8% (Nov/23;
+0.2pp YTD).

« Non-performing loans (NPL) present a reduction of
17.7% YoY to €1,133mn. Net NPL ratio stood at 0.7%
(Dec/22:1.3%) and the NPL ratio at 4.4% (Dec/22:



5.4%; in-line with guidance of <4.5%), with a coverage
level of 84.3% (Dec/22: 77.5%).

« Total customer funds of €34.9bn (Dec/22: €34.8bn;
flat YoY), with customer deposits at €28.1bn. This
performance is reflected in the growth of novobanco
deposit market share to 9.7% in Nov/23 (Dec/22:
9.3%). Loan to Deposits ratio is 81.2% (Dec/22:
83.3%). As of Dec/23, novobanco had a net ECB
funding position of -€4.2bn, post the reimbursement
of €£€5.4bn from TLTRO lll, and a Liquidity buffer of
€13.6bn as of Dec/23 (-€0.1bn YTD). Liquidity
Coverage Ratio (LCR) stood at 163% (vs. 210% in
2022) and Net Stable Funding Ratio increased to 118%
(vs.113% in 2022).

A REMARKABLE TURNAROUND,
ACHIEVING AN INVESTMENT GRADE
RATING

In Feb/24, Fitch assigned a ‘BBB-' LT rating to
novobanco’s senior preferred debt. The Investment
Grade rating reflects i) the turnaround of the bank'’s
business model; ii) a significant improvement in asset
quality; iii) levels of profitability that compare favorably
to peers; iv) significantly improvement of capital buffers
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in 2023; and v) stable funding, along with adequate
liquidity.

In Nov/23, and for the third consecutive time,
novobanco has received a multi-notch rating upgrade
from Moody'’s, achieving a remarkable 5-notch rating
increase within a 7-month period, moving senior
unsecured debt rating to Bal from B3, while maintaining
a “Positive OutlooK”.
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Main Highlights 31-Dec-23 31-Dec-22
Activity (€mn)

Net Assets 43501 45995
Customer Loans (gross) 25489 25617
Customer Deposits 28140 28412
Equity 4422 3512
Solvency

Common EquityTier | / Risk Weighted Assets 18.2% 13.1%
Tier | / Risk Weighted Assets 18.2% 13.1%
Total Capital / Risk Weighted Assets 21.0% 15.4%
Leverage Ratio 7.9% 5.8%
Liquidity (€mn)

European Central Bank Funding -4 246 385
Eligible Assets for Repo Operations (ECB and others), net of haircut 14217 16917
(Total Credit - Credit Provision) / Customer Deposits ?) 81% 83%
Liquidity Coverage Ratio (LCR) 163% 210%
Net Stable Funding Ratio (NSFR) 118% 113%
Asset Quality

Overdue Loans > 90 days / Customer Loans (gross) 1.3% 1.2%
Non-Performing Loans (NPL) / Customer Loans 4.4% 5.4%
Credit Provision / Overdue Loans > 90 days 282.4% 336.0%
Credit Provision / Customer Loans (gross) 3.7% 4.2%
Cost of Risk (basis points) ) 48 A
Profitability

Net Income for the Period (mn€) 743.1 560.8
Income before Taxes and Non-controlling interests / Average Net Assets @ 1.7% 1.2%
Banking Income / Average Net Assets @ 3.3% 2.5%
Income before Taxes and Non-controlling interests / Average Equity ? 21.2% 17.8%
Return on Tangible Equity (RoTE) 20.4% 19.0%
Efficiency

Operating Costs / Banking Income @ 33.2% 39.8%
Operating Costs / Commercial Banking Income 33.3% 48.8%
Staff Costs / Banking Income ? 17.5% 20.7%
Employees (No.) 4209 4090
Branch Network (No.) 290 292

(1) Includes credit, securities and initial fair value;
(2) According to Banco de Portugal Instruction n. 16/2004, in its version in force;

(3) Includes funds from and placements with the ESCB; positive = net borrowing; negative = net lending.
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3.2 Novo Banco Group (Consolidated)

3.2.1 Results

In 2023, novobanco Group presents a result of €743.1mn
(+€182.2mn YoY). This reflects the improvement in
banking income (+€£315.9mn; +28.0%) and operating

Annual Report 2023 | novobanco

costs (+€30.8mn; +6.9%; +6.2% excluding items of
exceptional nature) and a level of provisioning in-line
with expectations.

(In?rfé?me Statement H-bec23 H-bec22 absolu':Iange %
Net Interest Income 1142.6 625.5 5171 82.7%
+ Fees and Commissions 296.1 293.3 2.8 0.9%
= Commercial Banking Income 1438.7 918.8 519.9 56.6%
+ Capital Markets Results 14.7 24.0 -9.2 -38.5%
+ Other Operating Results -11.2 183.6 -194.7
= Banking Income 14423 1126.3 315.9 28.0%
- Operating Costs 479.2 448.4 30.8 6.9%
= Net Operating Income 963.1 678.0 285.1 42.1%
- Net Impairments and Provisions 173.8 111.2 62.6 56.3%
Credit 109.4 34.5 74.9
Securities 326 67.6 -35.1 -51.8%
Other Assets and Contingencies 319 9.0 22.8
= Income before Taxes 789.3 566.8 2225 39.3%
- Corporate Income Tax 5.8 -53.3 591
- Special Tax on Banks 353 341 1.1 3.4%
= Income after Taxes 748.2 585.9 162.3 27.7%
- Non-Controlling Interests 51 251 -20.0 -79.6%
= Net Income for the period 7431 560.8 182.2 32.5%
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NET INTEREST INCOME

Net Interest Income was €1,142.6mn (+€517.1mn YoY),
as aresult, on the one hand, of the favorable interest rate
environment and, on the other, of the prudent management
of interest rates on assets and the cost of financing.

The rate on assets increased by 237bps, from 1.79% in
2022 to 4.16%, driven mainly by loans to customers rate
which increased to 4.70% (+239bps YoY). The average
balance of interest earning assets was €41.0bn (vs
€41.9bnin Dec/22).

Financial Statements Annex

The average balance of customer deposits increased
to €29.0bn, with a remuneration rate of 0.82% (2022:
0.17%), and the balance of money market funding was
€7.3bn, with a rate of 3.23% (2022: -0.09%).

The favourable progression of assets interest rates
(4.16%; 2022:1.79%), more than offset the increase in
liabilities interest rates (1.40%; 2022: 0.31%), with the
financial margin increasing to 2.75% in the year (vs 2022:
1.47%).

Net Interest Income (NII) 2025 2022

and Net Interest Margin (NIM) Average Average Income / Average Average Income /
(mn€) Balance Rate Costs Balance Rate Costs
Interest Earning Assets 41 046 4.16% 1731.8 41914 1.79% 761.3
Customer Loans 25571 4.70% 1219.8 25424 2.31% 595.4
Mortgage Loans 10033 3.85% 391.2 9836 1.36% 1359
Consumer Loans and Others 1486 7.00% 105.5 1430 5.96% 86.4
Corporate Lending 14052 5.08% 7231 14158 2.60% 373.2
Money Market Placements 4536 3.12% 143.3 6308 0.20% 12.7
Securities and Other Assets 10938 3.32% 368.7 10181 1.48% 153.3
Interest Earning Assets And Other 41 046 416% 1731.8 41914 179% 761.3
Interest Bearing Liabilities 37649 1.53% 582.4 40230 0.32% 131.2
Customer Deposits 28982 0.82% 242.0 28322 0.17% 48.5
Money Market Funding 7265 3.23% 238.2 10455 -0.09% -10.0
Other Liabilities 1402 7.19% 102.2 1452 6.30% 92.7
Other Non-Interest Bearing Liabilities 3397 = 0.0 1684 - -
Interest Bearing Liabilities And Other 41 046 140% 582.4 41914 031% 131.2
wm\étr\:lsl,tage 3 impairment adjustment) U0 e CLLD R
Stage 3 impairment -6.8 -4.7
NI/ i 275% 11426 (L4T% 6255

FEES AND COMMISSIONS on loans. Payments Management increased by 9.6%

Fees and commissions were €296.1mn (stable YoY),
with fees’ overall strong underlying trend partially offset
by impact from regulatory changes in commissions
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YoV (+€£12.2mn), from higher volume of transactions,
increased clients base, new pricing implemented for
customer accounts and POS usage.
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(Ifntnegs and Commissions - 31-Dec-22 absomf:a"ge .

Payments Management 139.4 127.2 12.2 9.6%

Commissions on Loans, Guarantees and Similar 77.8 86.6 -8.8 -10.2%

Asset Management and Bancassurance 62.4 66.1 -3.7 -5.6%

Advising, Servicing and Other 16.6 13.5 31 22.8%

Fees and Commissions Total 296.1 293.3 2.8 0.9%
CAPITAL MARKETS AND OTHER OPERATING COSTS

OPERATING RESULTS

The results of capital markets were positive at €14.7mm,
including a net loss of €12mn from losses on the sale of
part of the securities portfolio, offset by one-off gains
on forex and hedging. The fair value reserves of the
securities portfolio increased by £37.9mn during 2023.

Other operating results totalled -€11.2mn (-€194.7mn
YoY), which included in 2022 a gain of €148.6mn from
the sale of real estate assets (headquarters building

and portfolio of logistics properties). Other operating
results in 2023 include the extraordinary cost of
irrevocable commitment payment of Deposit Guarantee
Fund (€56.1mn), the annual contribution to the Single
Resolution Fund (€15.0mn) and to the National
Resolution Fund (€7.1mn), gains from credit recovery
(€£30.3mn) and real estate disposal (€35.6mn).

Operating costs increased 6.9% YoV (+£30.8mn),
reflecting the continued strategic investment in digital
transformation, optimization and simplification of the
organization and, on the other hand, the effects of
inflation. Staff costs were €252.7mn (+£19.0mn; +8.1%),
general administrative expenses totalled €182.9mn
(+€20.7mn; +12.8%) and depreciation rose to €43.6mn
(-€8.9mn; -17.0%).

Excluding items of exceptional nature, costs totalled
€430.8mn, representing an increase of 6.2% compared
to the same period last year.

Commercial Cost to Income stood at 33.3% (2022:
48.8%), equivalent to 29.9% excluding items of
exceptional nature (2022: 44.1%).

8£€c)erating Costs 31-Dec-23 31-Dec-22 absolu::ange o
Staff Costs 252.7 233.7 19.0 8.1%
General and Administrative Costs 182.9 162.2 20.7 12.8%
Depreciation 43.6 525 -89 -17.0%
Operating Costs Total 479.2 448.4 30.8 6.9%

As of 31 December 2023, novobanco Group had 4,209
employees (Dec/22: 4,090; +119 YTD) and the number
of branches at 290 (Dec/22: 292), of which more than
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236 equipped with VTM (Virtual Teller Machine).
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NET IMPAIRMENTS AND PROVISIONS

In 2023, novobanco Group recorded net impairments and

provisions amounting to €173.8mn, showing an increase
compared to previous year (+€62.6mn; +56.3%).

Financial Statements Annex

The cost of risk was 48bps for loans impairments and
corporate bonds (2022: 44bps), consistent with 2023
guidance, despite management overlays built-in.

:ne:) Impairments and Provisions oL e tE 31-Dec-22 absom::a"ge o
Customer Loans 109.4 34.5 74.9
Securities 32.6 67.6 -351 -51.8%
Other Assets and Contingencies 319 9.0 22.8
Net Impairments and Provisions Total 173.8 111.2 62.6 56.3%

3.2.2 Balance Sheet and Activity

CUSTOMER LOANS

As a Portuguese universal bank, novobanco mission

is to be the trusted bank, which supports families and
companies throughout their lives, through a robust and
disciplined loan granting policy. This support has been

across all sectors and all companies, with a special focus
on exporting SMEs and companies that incorporate
innovation in their products, services or production
systems, increasingly following a sustainability guideline
(ESG).

((ri:!€s)tomer Loans 31-Dec-23 31-Dec-22 abs;:i change "
Loans to corporate customers 13819 14244 -425 -3.0%
Loans to Individuals 11669 11373 296 2.6%

Residential Mortgage 10058 9978 80 0.8%

Other Loans 1611 1395 216 15.5%
Customer Loans (gross) 25489 25617 -129 -0.5%
Customer Loans Provisions 955 1066 -112 -10.5%
Customer Loans (net) 24534 24551 -17 -0.1%

Loans to customers (gross) totaled €25.5bn (-0.5%
YTD), of which corporate customers represented 54%
(Dec/22: 56%), Residential Mortgage 40% (Dec/22:
399%) and other loans to individuals 6%. In 2023, loan

origination totaled €3.5bn (2022: €3.9bn), of which
489% corporate, 40% mortgage and 12% consumer and
others.
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The asset quality indicators of December 2023, and comparison

with previous year, are presented below:

ans;et Quality and Coverage Ratios o Dess 31-Dec-22 absoT:'cDeChange .
Overdue Loans > 90 days 338 317 21 6.5%
Non-Performing Loans (NPL) 1133 1376 - 244 -17.7%
Overdue Loans > 90 days / Customer Loans (gross) 1.3% 1.2% 0.1p.p.
Non-Performing Loans (NPL) Ratio* 4.4% 5.4% -0.9 p.p.
Credit provisions / Customer Loans 3.7% 4.2% -0.4 p.p.
Coverage of Overdue Loans > 90 days 282.4% 336.0% -53.6p.p.
Coverage of Non-Performing Loans* 84.3% 77.5% 6.8 p.p.
Net Non-Performing Loans* 0.7% 1.3% -0.5p.p.

(1) Excludes Deposits and Loans and advances to Banks.

Non-performing loans (NPL) present a reduction of SECURITIES

17.7% YoVY to €£1,133mn. Net NPL ratio stood at 0.7%
(Dec/22:1.3%) and the NPL ratio at 4.4% (Dec/22:
5.4%), with a coverage level of 84.3%.

As of December 2023, novobanco exposure to Real
Estate decreased 15% to €£€460.1mn, representing 1.1%
of novobanco total assets. The YoY decrease reflects
the disposals throughout the year, with gains (€£35.6mn)
held in Other Operating Results.

The securities portfolio, which is the main source of
assets eligible for funding operations with the European
Central Bank (ECB), amounted to around €9.3bn as of 31
December 2023, representing 21.4% of assets, of which
85% was accounted at amortised cost with unrealised
marked to market losses of €£105mn (net of hedges and
taxes).

fﬂ?;urities porthIio HDec23 HDecez absc::tDe e relative
Portuguese sovereign debt 851 281 -130 -13.3%
Other sovereign debt 4260 5151 -891 -17.3%
Bonds 3850 4126 -276 -6.7%
Other 331 387 -56 -14.5%
Securities portfolio Total (net of impairment) 9292 10646 -1353 -12.7%
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FUNDING

Total customer funds of €34.9bn (Dec/22: €34.8bn),
of which deposits represent 80.7%. As of Dec/23,

Sustainability Report

Financial Statements Annex

Customer deposits totalled €28.1bn (Dec/22: €28.4bn),
with performance being reflected in the growth of
novobanco’s deposit market share to 9.7% in Nov/23
(Dec/22:9.3%).

:!:"n’:?' Funds 31-Dec-23 31-Dec-22 absoT:tDe change "
Deposits 28140 28412 -272 -1.0%
Other Customer Funds® 1844 866 978

Debt Securities 606 1169 -563 -48.1%
Subordinated Debt 502 416 86 20,7%
Sub -Total 31092 30862 230 0.7%
Off-Balance Sheet Funds 3770 3933 -162 -4.1%
Total Funds 34862 34795 67 0.2%

(1) Includes checks and pending payment instructions, Repos and other funds.

3.3 Business Segments

novobanco Group activities are centered on the financial
sector targeting corporate, institutional and private
individual customers. Its decision center is in Portugal,
making the domestic territory its main market. The
products and services rendered include deposit taking,
granting of loans to corporate and private customers,
investment fund management, broker and custodian
services and the commercialization of life and non-life
insurance products, among others.

When evaluating performance by business area, the
Group considers the following Operating Segments: (1)
Retail, which essentially includes the activity of private
and small business clients; (2) Corporate, which includes
the activity of other companies and institutions; and

(3) Support Function. Each segment integrates the
novobanco structures that directly relate to it, as well

as the units of the Group whose businesses are mainly
related to the segments. The individual and independent
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monitoring of each operating unit of the Group is
complemented, at the Executive Board of Directors of
novobanco level, by the definition of specific strategies
and commercial programs for each unit.

RETAIL

Corresponds to all the activity developed with private
customers and small businesses, along with the

fully consolidated operating subsidiaries novobanco
Acores, BEST and GNBGA. The financial information

of the segment relates, amongst other products and
services, to mortgage loans, consumer credit, small
business financing, deposits, retirement plans and