[FLR

Banking Corporate Capital Markets People & Culture - XP¢ S Search

Features Special Focus Local Insights Webinars Podcasts

We use cookies If you're happy with cookies click proceed.

Portugal: The response to Covid-19 and its
implications to the financial sector
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In the context of the public health emergency and the classification of the

coronavirus as a pandemic by the World Health Organization, countries have

launched unprecedented measures to protect their economies against the impact

of Covid-19.

In Portugal, the government has implemented a series of measures to support the
financial sector through the exceptional framework approved by Decree-Law no. 10-
J/2020 of March 26 (Decree-Law), with the aim of protecting the credits and cash
flow of families, companies, private institutions of social solidarity and other entities

of the social economy.

The Decree-Law was subsequently amended by Law no. 8/2020 of April 10, Decree
Law no. 26/2020 of June 16 and Law no. 27-A/2020 of July 24, by means of which

the deadline for adherence to moratorium measures and its application period were

extended to September 30, 2020 and March 31, 2021 respectively.

Portugal is one of the countries that has implemented the longest moratoriums in
Europe. Pursuant to the Decree-Law, the beneficiary individuals/entities may opt
for the following moratorium measures in relation to credit arrangements, for the
period in which these measures are in force (from March 27, 2020 to March 31,
2021):

*  prohibition on total or partial revocation of agreed lines of credit and loans, in
the amounts approved at the date of entry into force of the Decree-Law;

*  extension for all loans in force on the date of entry into force of the Decree-
Law where payments of capital are due at the end of the loan term. The extension
of the loan term applies to all related elements of the loan including interest, and
any guarantees, including those provided by way of insurance or securities; and

*  suspension, with respect to partial repayments of loan capital or other loan
instalments, of the payment of capital, rents and interest due in respect of loans
reaching maturity during that period. Under this arrangement, contractual
payment plan for the instalments of capital, rent, interest, commissions and other
charges are automatically extended to ensure that there are no charges arising from
the implementation of the extension (other than those that may arise from the
variability of the interest rate). The extension also applies to all related

arrangements, such as any security granted in relation to the loan.

In the context of the protection mechanisms of the credit exposure established for

this exception period, extending the payment term shall not give rise to:

. contractual breach;

. activation of early repayment clauses;

*  suspension of interest due during the extension period, which will be
capitalised in the loan amount with reference to the time when they are due at the
rate of the current contract; and

* ineffectiveness or termination of security granted by entities benefiting trom
the measures or by third parties, namely the effectiveness and validity of insurance,

sureties and/or guara ntees.

Data recently revealed by the Bank of Portugal show that requests for adherence to
moratoria on credit made between the end of March 2020 and June 2020 covered
841,856 contracts, being 741,623 contracts to which the moratoria was applied, in
which 44% were housing credit contracts and other mortgage loans, 26% were
consumer credits, and 30% were credit contracts with enterprises, individual

entrepreneurs and others.

Although the government's moratorium measures may mitigate the impact of the
recession, it is a temporary solution. In case the Covid-19 pandemic continues, the
economic and financial consequences could extend far beyond the expected end of
the moratorium period which might result in deterioration in asset quality and
profitability of Portuguese banks, as nonperforming loans may increase due to the
breakdown of the economy and the decline in the capacity of households and
businesses to repay the debts. It is, therefore, important that the moratorium
measures are accompanied by other supportive measures to boost the Portuguese
economy as well as to foster the liquidity of different economic players, so that the
concerns surrounding bad loans may be alleviated.

Luis Branco

Un I Wong

A

Share this article

About IFLR My IFLR Account
About Us Login
Editorial Calendar My Account

Meet the Team
FAQs Resources Practice Areas

Practice Insight Banking
IFLR1000 Corporate

Media Pack
Advertise in IFLR

Women in Business Law Capital Markets
LMG Analytics People & Culture

Events and Awards

All material subject to strictly enforced copyright laws. @ 2020 IFLR is part of the Euromoney Institutional Investor PLC group

Terms And Conditions | Modern Slavery Act | Privacy Notice


https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20v
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vbG9naW4=
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vbWVtYmVyc2hpcC1vcHRpb25z
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vYmFua2luZw==
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vY29ycG9yYXRl
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vY2FwaXRhbC1tYXJrZXRz
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vcGVvcGxlLWFuZC1jdWx0dXJl
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vZXhwZXJ0LWFuYWx5c2lz
https://getfireshot.com/pdf_aHR0cHM6Ly9ldmVudHMuaWZsci5jb20v
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vZXhwZXJ0LWFuYWx5c2lzL2ZlYXR1cmVz
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vZXhwZXJ0LWFuYWx5c2lzL3NwZWNpYWwtZm9jdXM=
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vZXhwZXJ0LWFuYWx5c2lzL2xvY2FsLWluc2lnaHRz
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vZXhwZXJ0LWFuYWx5c2lzL3dlYmluYXJz
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vZXhwZXJ0LWFuYWx5c2lzL3BvZGNhc3Rz
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vY29va2llcw==
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vZXhwZXJ0LWFuYWx5c2lzL2xvY2FsLWluc2lnaHRzL3BvcnR1Z2Fs
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vZmlybT9uYW1lPU1vcmFpcytMZWl0JWMzJWEzbytHYWx2JWMzJWEzbytUZWxlcytTb2FyZXMrZGErU2lsdmErJTI2K0Fzc29jaWFkb3M=
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vbWVtYmVyc2hpcC1vcHRpb25z
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vb25lLXdlZWstdHJpYWw=
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vYWJvdXQtdXM=
https://getfireshot.com/pdf_aHR0cHM6Ly9pZmxyLmV1cm9tb25leWNkbi5jb20vfi9tZWRpYS9jYWIyMjcxNjVlMmE0NmU5YjhlOWVmMmE1YTk0Zjc3My5wZGY=
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vbWVldC10aGUtdGVhbQ==
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vZmFxcw==
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vbG9naW4=
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vbXktYWNjb3VudA==
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vZGVhbHM=
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vcHJpbWVycw==
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vb25lLXdlZWstdHJpYWw=
https://getfireshot.com/pdf_aHR0cDovL3R3aXR0ZXIuY29tL0lGTFJfb25saW5l
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cubGlua2VkaW4uY29tL2NvbXBhbnkvaW50ZXJuYXRpb25hbC1maW5hbmNpYWwtbGF3LXJldmlldy8=
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vcnNzLWZlZWRz
https://getfireshot.com/pdf_aHR0cHM6Ly9pZmxyLmV1cm9tb25leWNkbi5jb20vfi9tZWRpYS8wMzU0ZGNlNGYzYjk0ODAxYjFmYWVjN2UwMjRiYmNhNi5wZGY=
https://getfireshot.com/pdf_bWFpbHRvOmFkdmVydGlzaW5nQGlmbHIuY29t
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZscmluc2lnaHQuY29tLw==
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZscjEwMDAuY29tLw==
https://getfireshot.com/pdf_aHR0cHM6Ly9ldmVudHMuaWZsci5jb20vV0lCTC1pbnRlcmVzdA==
https://getfireshot.com/pdf_aHR0cHM6Ly9sbWdhbmFseXRpY3MuY29tLw==
https://getfireshot.com/pdf_aHR0cHM6Ly9ldmVudHMuaWZsci5jb20v
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vYmFua2luZw==
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vY29ycG9yYXRl
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vY2FwaXRhbC1tYXJrZXRz
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vcGVvcGxlLWFuZC1jdWx0dXJl
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vdGVybXNjb25kaXRpb25z
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuZXVyb21vbmV5cGxjLmNvbS9tb2Rlcm4tc2xhdmVyeS1hY3QtdHJhbnNwYXJlbmN5LXN0YXRlbWVudA==
https://getfireshot.com/pdf_aHR0cHM6Ly93d3cuaWZsci5jb20vcHJpdmFjeXBvbGljeQ==

