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2.  The  aforementioned  Report  and  Accounts  of  the  Fund  were  

approved  by  Order  No.  574/09/SETF,  of  25/06/09,  of  the  

Secretary  of  State  for  the  Treasury  and  Finance,  in  accordance  

with  the  provisions  of  article  172.  º  of  Decree-Law  no.  298/92,  

of  31  December  (General  Regime  for  Credit  Institutions  and  

Financial  Companies).

1.  Within  the  scope  of  its  powers,  as  provided  for  in  

subparagraph  m)  of  article  22  of  the  Regulation  of  the  Deposit  

Guarantee  Fund,  approved  by  Ordinance  No.  285-B/95  (2nd  

Series),  of  19  September ,  the  Executive  Committee  presented,  

within  the  legal  deadline  (until  31  March  2009),  to  the  Minister  

of  Finance,  for  approval,  the  Fund's  Annual  Report  and  

Accounts  for  the  year  2008,  accompanied  by  the  opinion  of  the  

Audit  Board  of  the  Bank  of  Portugal  (inspection  body).
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President

António  José  Vieira  Águas  (4)

Pedro  Miguel  de  Seabra  Duarte  Neves  (1)

Vowels

Established  in  accordance  with  the  provisions  of  article  158  of  

Decree-Law  no.  298/92,  of  31  December  (General  Regime  for  

Credit  Institutions  and  Financial  Companies).

Joao  Maurício  Fernandes  Salgueiro  (2)

General  secretary

Carlos  Manuel  Durães  da  Conceição  (3)

Portugal.  

Secretary  of  State  for  the  Treasury  and  Finance.

(1)  Appointed,  on  20  June  2006,  by  the  Board  of  Directors  of  the  Bank  of

(2)  Appointed  on  18  July  2003  by  the  Portuguese  Banking  Association.

(3)  Appointed,  on  28  April  2008,  by  Order  No.  13084/2008  (2nd  series),  by  Mr.

(4)  Appointed  by  the  Fund's  Steering  Committee,  and  in  office  since  1
January  2001.

DIRECTIVE  COMMITTEE
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President

Pursuant  to  article  171  of  Decree-Law  no.  298/92,  of  31.12,  concerning  the  

supervision  of  the  Fund,  the  Audit  Board  of  Banco  de  Portugal  monitors  the  

respective  activity,  ensures  compliance  with  the  laws  and  issues  opinion  on  the  

annual  accounts.

Vowels

Sérgio  António  Gonçalves  Nunes  (3)

Emílio  Rui  da  Veiga  Peixoto  Vilar  (1)

Rui  José  da  Conceição  Nunes  (2)

Amável  Alberto  Freixo  Calhau  (4)

(4)  Appointed  member  of  the  Audit  Board,  as  statutory  auditor,  by  Order  No.  12  
230/2006  (2nd  series),  of  11  May,  of  the  Minister  of  State  and  Finance.

(1)  Appointed  to  perform  the  duties  of  Chairman  of  the  Audit  Board  of  Banco  de  
Portugal  by  Order  No.  22  729/2007,  of  12  September,  of  the  Minister  of  State  and  
Finance.

(3)  Appointed  by  the  employees  as  a  member  of  the  Audit  Board,  pursuant  to  
Declaration  No.  82/2006  (2nd  series),  of  2  May,  from  the  Office  of  the  Minister  of  
State  and  Finance.

(2)  Appointed  to  perform  the  duties  of  Member  of  the  Audit  Board  of  Banco  de  Portugal  
by  Order  No.  22  640/2007,  of  12  September,  of  the  Minister  of  State  and  Finance.

AUDIT  BOARD  OF  BANCO  DE  PORTUGAL
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–  Management  of  the  Fund's  resources,  in  compliance  with  the  criteria  set  by  the  Steering  Committee  

for  financial  investments,  within  the  scope  of  the  guidelines  and  management  rules  established  in  

the  plan  agreed  between  the  Fund  and  Banco  de  Portugal,  in  accordance  with  the  provisions  in  art.  

163  of  Decree-Law  no.  298/92,  of  31  December  (General  Regime  for  Credit  Institutions  and  

Financial  Companies);

2.  In  determining  the  periodic  contributions  for  2008,  the  base  rate  of  0.03%  (three  basis  points),  weighted  

by  the  solvency  indicator  of  each  participating  institution,  was  applied  to  the  amount  of  deposits  covered  

by  the  guarantee.  In  the  same  period,  the  reduced  rate  of  0.01%  was  maintained  on  deposits  made  at  the  

external  financial  branches  of  the  free  zones  of

11  

–  The  collection,  at  the  end  of  April,  of  annual  contributions  and  the  conclusion  with  the  participating  

institutions  of  contracts  relating  to  the  assumption  of  payment  commitments,  irrevocable  and  

guaranteed  by  pledge  of  securities,  on  the  part  of  contributions  not  paid  in  cash;

In  addition  to  these  activities,  various  initiatives  were  developed  and  technical  studies  were  prepared  

relating  to  the  functioning  of  the  Fund  and  its  role  as  an  instrument  for  protecting  depositors  and  an  element  

that  can  contribute  to  the  stability  of  the  banking  system.

minimum  contribution  amount.

–  The  calculation  of  the  amount  of  the  annual  contribution  of  each  institution  participating  in  the  Fund,  

for  2008,  based  on  the  declarations  of  the  balances  of  the  deposits  covered  by  the  guarantee  at  

the  end  of  the  months  of  2007;

–  cooperation  with  other  deposit  guarantee  schemes,  particularly  in  European  Union  countries  and  

within  the  framework  of  the  European  Forum  of  Deposit  Insurers  (EFDI),  an  organization  of  which  

the  Fund  is  a  founding  member.

The  current  activities  of  the  operation  of  a  deposit  guarantee  system  with  the  characteristics  of  the  FGD  

(ex-ante  contributory  system)  were  carried  out,  among  which  the  following  stand  out:

Madeira  and  the  island  of  Santa  Maria.  By  decision  of  the  Steering  Committee,  the  amount  of

–  The  preparation  of  Bank  of  Portugal  rules  and  instructions  that  established  the  level  of  the  base  

contribution  rate  to  be  applied  in  the  calculation  of  periodic  contributions  for  2008  and  the  limit  of  

irrevocable  payment  commitments  to  be  observed  in  that  same  year;  and

1.  At  the  end  of  2008,  the  Fund's  own  resources  amounted  to  €1,357  million,  of  which  €434  million  

represented  irrevocable  payment  commitments  contractually  assumed  by  participating  credit  institutions  

and  secured  by  public  debt  securities .  The  evolution  that  has  been  observed  in  own  resources,  compared  

to  the  volume  of  deposits  covered  by  the  guarantee,  has  allowed  a  growing  improvement  in  the  Fund's  

financial  capacity  indicators.
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Source:  FGD

(*)  Not  belonging  to  the  Integrated  Agricultural  Mutual  Credit  System  (SICAM).  The  guarantee  of  deposits  taken  by  mutual  agricultural  credit  banks  belonging  to  

SICAM  is  governed  by  Decree-Law  no.  345/98  of  9  November  and  is  guaranteed  by  the  Mutual  Agricultural  Credit  Guarantee  Fund.

Source:  FGD

5.  In  the  year  under  analysis,  irrevocable  payment  commitments  amounted  to  3.5  million  euros,  an  amount  

corresponding  to  approximately  10%  of  total  contributions,  a  percentage  that  coincides  with  the  maximum  legally  

allowed  for  2008.

Table  II.  Contributions  in  2008  by  Type  of  Credit  Institutions

3.  As  can  be  seen  from  Table  I,  in  2008,  the  total  contributions  of  the  participating  credit  institutions  reached  the  

amount  of  36,719  thousand  euros,  of  which  90%  was  paid  in  cash  and  the  remaining  part  met  through  the  assumption  

of  commitments  irrevocable  payment.

6.  In  2008,  the  establishment  of  the  commercial  pledge  that  guarantees  the  assumption  of  irrevocable  payment  

commitments  was  fully  satisfied  with  Portuguese  public  debt  bonds.

Table  I.  Contributions  in  2008

In  cumulative  terms,  the  irrevocable  payment  commitments  assumed  by  the  participating  credit  institutions  are  

exclusively  guaranteed  by  Treasury  Bonds  and  Treasury  Bills,  issued  by  the  Portuguese  State  and  by  other  Eurozone  

States.

annual  contributions

In  addition  to  the  annual  contributions  paid  to  the  Fund  by  the  participating  credit  institutions,  150  thousand  euros  

were  also  collected  from  the  payment  of  initial  contributions  from  three  new  credit  institutions  that  joined  the  Fund  

(two  banks  and  a  branch  of  a  bank  based  outside  the  EU ).

4.  The  distribution  of  total  contributions  for  2008  by  type  of  credit  institutions  participating  in  the  Fund  is  shown  in  

Table  II,  with  banks,  savings  banks  and

mutual  agricultural  credit,  93.5%,  5.9%  and  0.6%,  respectively.

36  719  

Methods  of  payment  and  payment  substitution  used

33  167  

12  

3  552  

thousands  of  euros

thousands  of  euros

2  149  
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Total  

Total  

annual  contributions

Credit  Boxes

irrevocable  payment

Mutual  Agricultural(*)
Banks
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boxes

Contributions  delivered Cash

199  

Economic

to  the  Fund  in  2008
commitments

36  719  

contributions
in  2008

34  371  
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(1)  The  “adjusted  base  rate”  is  obtained  by  applying  to  the  base  contribution  rate  of  0.03%  a  multiplicative  factor  corresponding  to  the  positioning  of  the  average  

solvency  ratio  on  an  individual  basis  for  each  participant  in  the  five  classes  of  the  weighting  grid  contained  in  no.  5  of  Notice  no.  11/94.

(*)  For  a  credit  institution  that  paid  the  initial  contribution  in  December  2007,  no  annual  contributions  were  processed.

Source:  FGD

Source:  FGD

Table  III.  Distribution  of  weights  used  in  the  calculation  of  annual  contributions

Table  IV.  Annual  contributions  by  type  of  contribution  rate

13  

Contributions  calculated  at  the  reduced  rate  of  0.01%,  applicable  to  deposits  made  in

7.  Regarding  periodic  contributions  for  the  year,  12  credit  institutions,  out  of  a  total  of  51,  benefited  

from  the  effect  of  weighting  the  solvency  ratio  (80%  and  90%),  with  adjusted  base  rates(1)  of  0.024%  

and  0.027  %,  levels  below  the  base  rate  of  0.03%,  while  for  13  credit  institutions  the  effect  of  weighting  

solvency  (110%  and  120%)  resulted  in  adjusted  base  rates  of  0.033%  and  0.036%,  higher  levels  at  

the  base  rate  of  0.03%.  Twenty-two  institutions  paid  the  minimum  annual  contribution  of  €17,500  

fixed  by  the  Steering  Committee.

external  financial  branches  of  the  free  zones  of  Madeira  and  Santa  Maria  Island,  continue

Panel  IV.
to  have  residual  expression  in  the  total  of  annual  contributions,  as  can  be  seen  in  the

thousands  of  euros

TOTALS

2  

Savings  Banks

-  

947  

5  

11  

3  

2007  

-  Appointments

Total  

minimum  contribution

881  

weight  of  1

22  

Contributory  rates

5  009  

1  

-  

36  719  

CCAM'S

-  

51(*)  

33  156  

1  

10  

33  128  

28  335  

Weight  of  1.2

1  

base  rate

4  

41  

2006  

33  167  

-  

4  

Of  which:

Weighters  of  the  base  contribution  rate  and  minimum  

contribution

Weight  of  0.9

2008  
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12  

20  

914  

4  821  

Weighting  of  1.1

1  

reduced  rate

Number  of  participating  institutions

4  

5  

32  209  

3  552  

-  

annual  contributions

3  

-  Paid  in  cash

Banks

Weight  of  0.8

35  838  
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-  

2  

34  042  

29  033  

1  
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Millions  of  euros

corresponds  to  the  aggregate  of  deposits  contained  in  the  monetary  and  financial  statistics  published  by  Banco  de  Portugal.

December  31  of  the  previous  year.

The  balances  of  interbank  deposits  were  not  offset  against  each  other,  and,  along  with  the  deposit  accounts,  other  accounts  representing  transitory  customer  

funds  were  included  (captive  accounts,  surety,  subscription,  etc.),  pursuant  to  article  2  of  the  Regulation.  of  the  Fund,  approved  by  Ordinance  285-B/95,  of  19  

September.  Aggregates  (B)  also  contain  deposits  made  at  branches  of  Portuguese  banks  in  other  EU  and  non-EU  countries.  In  aggregates  (A)  and  (B)  deposits  

made  at  branches  of  banks  headquartered  in  another  Member  State,  operating  in  Portugal,  are  not  considered.

Source:  FGD

Source:  FGD

(2)  The  deposits  covered  by  the  guarantee  correspond  to  the  deposits  that  form  the  basis  of  the  annual  contribution  to  the  Fund,  not  taking  into  account  the  guarantee  

limit  of  €25,000  per  depositor  established  by  law,  in  the  event  of  unavailability  of  deposits.  It  is  estimated  that  guaranteed  deposits,  within  the  scope  of  that  limit,  

correspond  to  an  amount  between  55%  and  60%  of  the  deposits  covered  by  the  guarantee.

(*)  This  total,  calculated  from  the  perspective  of  the  Fund  and  covering  deposits  taken  only  by  the  credit  institutions  that  participate  in  it,  does  not

(*)  RMS  ( Average  solvency  ratio):  average  of  the  solvency  ratios ,  calculated  on  an  individual  basis,  with  reference  to  30  June  and

Table  VI.  Evolution  of  the  covered  deposits/total  deposits  ratio

In  2008,  the  effective  cash  contribution  rate  varied  between  0.0216%  and  0.0324%,  slightly  above  the  rate  

observed  in  2007,  which  varied  between  0.0204%  and  0.0306%.

Table  V.  Contribution  Rates,  Effective  in  Cash  and  Weighted,  in  2008

14  

9.  Table  VI  reflects  the  evolution  of  the  structure  of  deposits  covered  by  the  guarantee(2).  As  at  31  

December  2007,  the  ratio  defined  by  the  quotient  between  the  amount  of  deposits  covered  by  the  guarantee  

and  the  amount  of  total  deposits  (deposits  covered  by  the  guarantee  and  deposits  excluded  from  the  

guarantee)  shows  a  slight  decrease  resulting  from  a  greater  growth  in  non-guaranteed  deposits.  covered  by  

the  guarantee  in  relation  to  the  deposits  covered  by  the  guarantee  of  the  Fund.

8.  In  assessing  the  financial  contribution,  in  cash,  actually  requested  in  each  financial  year  from  the  

participating  institutions,  the  effect  of  weighting  the  solvency  of  each  institution  and  the  maximum  permitted  

level  of  use  of  irrevocable  payment  commitments  must  be  taken  into  account.

Total  two  deposits  (B)(*)

122  742  

0,027  %  

effective  in  

cash

1,1  

0,027  %  

140  068  

cash

[ 8 ;  10  [  

On  12.31.07

Maximum  level  

of  

commitments

(6)  =  (4)x(5)  

145  409  

(4)=(2)x(3)  

10  %  

Rátio  (A) /  (B)  

base  

0,0243  %  

Deposits

242  372  

Classes  do  

1,0  

263  546  

(1)  

[10 ;  12[  

Covered  by  the  Fund's  guarantee  (A)

paid  part

0,0324  %  

275  529  

(5)  

90  %  

119  630  
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weighted  rate

0,0216  %  

On  12.31.05

49%  

RMS(*)  

(solvency)

0,9  

47%  

(2)  

[12 ;  14[  

Not  covered  by  the  Fund's  guarantee

Rate

0,0297  %  

47%  

contribution  rate

1,2  

0,03  %  

123  478  

in

On  12.31.06

<  8  

Weighting  

multiplicative  factor

0,8  

130  120  
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>  14  

from
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Source:  FGD

52  

44  

54  

savings  banks

(3)  The  Fund's  Annual  Report  and  Accounts  are  sent  to  Banco  de  Portugal,  to  participating  credit  institutions,  to  other  entities

42  

Mutual  agricultural  credit  boxes

3  

5  --  5  

1  

Total  

-  

interested  parties  and  whoever  requests  it.  The  list  of  participating  credit  institutions  and  the  Fund's  financial  statements  
are  published  on  the  Fund's  website  (http://www.fgd.bportugal.pt) .

-  

Banks

5  5  

-  

on  December  31,  2008.

10.  The  participation  in  the  FGD  of  credit  institutions  authorized  to  capture  deposits  is  mandatory,  in  accordance  with  

the  provisions  of  article  156  of  the  General  Regime  for  Credit  Institutions  and  Financial  Companies,  with  the  exception  

of  only  agricultural  funds  belonging  to  the  Integrated  by  the  Caixas  de  Crédito  Agrícola  Mútuo,  which  have  their  own  

deposit  guarantee  scheme.

Table  VII.  Credit  institutions  participating  in  the  Fund

During  2008,  three  new  credit  institutions  (Banco  BIC  Português,  SA,  Banco  LJ  Carregosa,  SA,  and  the  branch  of  

Hyposwiss  Private  Bank  Genève,  SA)  joined  the  Fund,  while  a  branch  established  in  Portugal  headquartered  in  Latvia  

(AS  PrivatBank),  no  longer  benefits  from  the  topping  up  guarantee  that  was  in  force  while  the  Latvian  guarantee  level  

was  €20,000  and  the  guarantee  in  Portugal  was  €25,000.

In  the  same  year,  the  Fund  was  not  informed  by  any  participant  of  its  intention  to  adhere  to  the  complementary  

guarantee,  if  any,  of  deposits  made  in  branches  established  in  other  Member  States,  whose  guarantee  systems  

provide  for  a  broader  scope  of  guarantee  and/or  limit  of  guarantee  per  depositor  higher  than  those  provided  by  the  

Deposit  Guarantee  Fund.

11.  In  July  and  August  2008,  it  was  published  in  the  daily  press  (two  large-print  newspapers  and  a  newspaper  

specializing  in  economic  and  financial  information),  in  compliance  with  the  provisions  of  article  19,  paragraph  c)  of  the  

FGD  Regulation,  approved  by  Ordinance  no.  285-B/95,  of  19  September,  the  list  of  credit  institutions  participating  in  

the  Fund,  as  well

In  the  aggregate  of  deposits  excluded  from  the  FGD  guarantee,  based  on  article  165  of  the  General  Regime  for  Credit  

Institutions  and  Financial  Companies,  deposits  held  by  credit  institutions,  financial  companies,  insurance  companies  

continue  to  have  a  relevant  position.  and  the  public  administration  sector.

15  

Attached  to  this  Annual  Report,  there  is  a  list  of  the  54  institutions  participating  in  the  Fund

such  as  the  Accounts  for  the  year  2007,  with  a  view  to  disseminating  the  Fund's  activity  and  financial  situation  to  the  

general  public(3).

Participating  Credit  Institutions

Participating  Institutions On  12.31.2007
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97  824  

1  356  607  

Sum  of  contributions

98  300  

1  122  714  

-  -  

Source:  FGD

(**)  The  reserves  are  constituted  by  the  accumulation  of  the  annual  results  obtained  by  the  Fund.

168  991  

37  089  

–  Single  initial  contribution  

delivered  by  Banco  de  Portugal

–  Periodic  contributions  (annual)  (*) 926  440  

by  participating  institutions

27  813  

Total  Own  Resources  and  Results

Results

97  824  

36  719  

-  

1  085  845  

1  282  649  

-  

36  869  

98  450  

–  Net  income  for  the  year

73  958  

27  813  

150  

Own  Resources  
(contributions  delivered  to  the  Fund)

(*)  Includes  the  part  made  in  cash  and  the  part  corresponding  to  the  irrevocable  payment  commitments  assumed  by  the  institutions

participating  credit

9  276  

–  Initial  contributions  delivered

889  721  

196  804  

thousands  of  euros

Fund's  Financial  Resources

Reservations  (**)

12.  As  at  31  December  2008,  the  Fund's  own  resources  totaled  1,357  million  euros,  74  million  euros  more  

than  at  the  end  of  2007,  as  shown  in  Table  VIII.  As  in  previous  years,  the  increase  in  own  resources  in  the  

year  under  analysis  was  caused  by  the  periodic  contributions  of  the  participating  institutions,  including  the  

irrevocable  payment  commitments  assumed  by  the  same  institutions  and  the  results  of  the  investments  of  

the

Table  VIII.  Evolution  of  Own  Resources  and  Fund  Results

16  

Bottom.

13.  The  relationship  between  the  Fund's  resources  and  the  deposits  covered  by  the  guarantee  has  evolved  

favorably  over  the  last  few  years,  both  in  terms  of  the  Fund's  total  resources,  which  include  irrevocable  

payment  commitments,  and  in  terms  of  financial  resources  directly  managed  by  the  Fund.

balance  in
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31.12.2008  
Change  

in  balances
Nature  of  Resources

31.12.2007  
balance  in
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Fund  Financial  Management

(A)  

119  630  

1,7  

Ratios  

130  120  

1  171  

(B) /  (C)  

2005  

Gross  Domestic  Product  (GDP)

2,7  

(e):  Estimate

2,9  

0,9  

2,1  

2,1  

2008  

On  12.31.2006

796  

0,99%  

3,0  

3,3  

0,99%  

Fund  Resources

853  

Gross  Domestic  Product  (GDP)

Consumer  Prices  (%)

Deposits  covered  by  the  guarantee  (*)  (C)

0,66%  

Deleting  appointments  (B)

123  478  

(A) /  (C)  

Portugal  

2,4  Consumer  Prices  (%)

2,2  

(*)  In  addition  to  the  balances  of  deposit  accounts  covered  by  the  Fund's  guarantee,  there  is  also  cash  from  customers  resulting  from  transitory  situations  

arising  from  normal  banking  operations  recorded  in  other  accounts  (article  155  of  the  RGIC),  and  deposits  taken  by  branches  of  Portuguese  banks  

established  in  other  member  states  (Article  164  of  the  GBER).  For  deposits  included  in  this  item,  the  guarantee  limit  of  25,000  Euros  per  depositor  is  not  

taken  into  account.

751  

0,98%  

2006  2007  

0,63%  

On  12.31.2005

1  221  

2,2  

2,6  

1,4  

Source:  Eurostat  and  INE

2,0  

euro  area

1  283  

On  12.31.2007

0,64%  

Including  appointments

World  economic  growth  has  slowed  down  sharply.  Although  rates  were  still  observed

The  Portuguese  economy  suffered  the  effects  of  the  environment  and,  according  to  the  most  recent  data,  it  is  estimated  that  it  

registered  zero  growth  in  2008,  given  the  contraction  in  economic  activity  observed  in  the  second  half  of  the  year,  with  

particular  emphasis  on  the  last  quarter.

17  

positive  annual  growth  rates  (estimate  of  0.7%  in  the  Euro  Area),  contractions  began  to  be  registered  in  several  countries,  

particularly  in  the  last  quarter  of  the  year.  The  harmonized  consumer  price  index  grew  by  3.3%  in  2008,  although  with  a  marked  

deceleration  towards  the  end  of  the  year.

Table  IX.  Degree  of  coverage  of  deposits  covered  by  the  guarantee

14.  The  year  2008  was  marked  by  the  global  crisis  in  the  financial  markets,  with  origins  in  the  worsening  of  the  real  estate  

market  crisis  in  the  United  States,  which  had  already  been  felt  since  mid-2007.  The  disturbances  initially  affected  the  financial  

systems  and ,  subsequently,

Table  X.  Economic  growth  and  inflation  rates

other  sectors  of  economies  around  the  world.

Macroeconomic  Framework  and  Evolution  of  Financial  Markets

0.7  (e)

0.0  (e)

Millions  of  euros
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Of  particular  note  were  the  drastic  cuts  in  reference  interest  rates,  injections  of  liquidity  into  financial  

systems,  interventions  in  the  capital  of  financial  institutions,  which  in  some  cases  culminated  in  

nationalization,  and  explicit  guarantees  for  bond  issues  by  Financial  Institution.

Interest  rates  on  public  debt  securities  dropped  significantly,  particularly  during  the  second  half  of  the  

year,  under  the  combined  effect  of  the  slowdown  in  economic  activity,  the  disappearance  of  inflationary  

tensions  and  the  climate  of  strong  aversion  to  credit  risk  and  preference  by  sovereign  debt.

In  the  Euro  Area,  the  spread  between  the  3-month  Euribor  and  German  Treasury  bills  for  the  same  

maturity  reached  a  peak  of  330  basis  points  during  the  month  of  October.

Table  XI.  Evolution  of  the  main  interest  rates  in  the  euro  area

18  

The  resulting  liquidity  crisis  revealed  weaknesses  in  many  institutions  around  the  world,  namely  in  

terms  of  the  quality  of  the  assets  held,  the  degree  of  leverage  on  the  balance  sheets  and  the  ability  to  

raise  funds.  Some  institutions  entered  the  process  of  financial  liquidation,  while  others  underwent  

acquisitions.

The  crisis  of  confidence  gave  rise  to  an  enormous  reluctance  on  the  part  of  financial  institutions  to  

mutually  grant  interbank  credits,  leading  to  an  unprecedented  widening  of  spreads .

Interventions  by  Central  Banks  and  Governments  grew  in  variety  and  amount.

The  ECB  maintained  the  reference  rate  for  refinancing  operations  at  4%  until  June  2008,  having  

increased  it  to  4.25%  in  July.  This  policy  was  abruptly  reversed  with  the  worsening  of  the  financial  crisis,  

with  successive  cuts  from  October  onwards,  up  to  a  level  of  2.5%  at  the  end  of  2008.

between  the  rates  on  the  interbank  market  and  the  rates  of  return  on  Treasury  bills.  At

Source:  REUTERS.

(*)  Euro  Area  Benchmark :  French  Treasury  Bills.

(**)  Euro  Area  Benchmark :  German  public  debt  securities.

Money  Market  Yield  Rates  (*)

and  1  year

-2,22  

Variation  
(percentage  points)

to  2  years

to  5  years

-1,41  

ECB  intervention  rate

1,74%  

1,82%  

2,50%  

2,31%  

2,94%  

-1,5  

at  6  months

at  3  months
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Treasury  bond  yields  (**)

to  10  years

-2,26  

December

-2,21  

-2,19  

2008  

-1,82  
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operator  rate  refinancing  principal

1,79%  

1,76%  
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The  European  DJ  Eurostoxx  50  index  depreciated  by  around  44.3%;  the  American  S&P  500  index  registered  a  

devaluation  of  38.5%;  the  Japanese  Nikkei  225  index  fell  42.1%;  and  the  Portuguese  PSI-20  index  registered  a  loss  of  

51.3%.

In  the  private  debt  market,  the  trend  towards  widening  spreads  was  significantly  accentuated

started  in  the  previous  year.  The  5-year  Itraxx  Eur  index,  which  reflects  the  cost  of  purchasing  protection  against  the  risk  

of  default  on  commitments  made  by  issuers  of  5-year  bonds  in  euros,  increased  from  around  50  basis  points  at  the  end  

of  2007  to  approximately  175  basis  points  at  the  end  of  2008.

Market  behavior  in  2008  was  also  characterized  by  marked  volatility  in  oil  prices.  It  appreciated  considerably  until  mid-

July,  reaching  USD  145  per  barrel,  and  fell  significantly  in  the  second  half  of  the  year.  At  the  end  of  2008,  the  barrel  of  

Brent  was  quoted  at  close  to  35  dollars,  registering  a  fall  of  62%  compared  to  the  price  at  the  beginning  of  the  year.

to  yes.

do  Euro.  

In  terms  of  exchange  rates,  the  euro  appreciated  against  the  dollar  up  to  a  maximum  of  1.60,  reached  in  April  and  July,  

followed  by  a  devaluation  to  1.25  in  November.  At  the  end  of  2008,  the  euro  partially  recovered  against  the  dollar  to  

levels  not  far  removed  from  those  recorded  at  the  beginning  of  the  year.

19  

Portfolio  structure  and  risk  control

In  the  context  described,  all  world  equity  markets  suffered  strong  devaluations.

15.  During  2008,  the  conservative  nature  of  the  investment  policy  was  maintained,  framed  by  the  “Plan  for  the  Application  

of  Financial  Resources  from  the  Deposit  Guarantee  Fund”  and  guided  by  a  reference  portfolio  (benchmark)  selected  

quarterly  by  the  Investment  Committee .  The  investment  strategy  was  guided  by  the  objective  of  limiting  the  portfolio's  

exposure  to  market  and  credit  risks.  In  a  context  of  financial  market  instability,  there  was  an  increase  in  the  concentration  

of  investments  in  public  debt  securities  in  the  Area

Composition  by  instrument  type

Graph  2  –  31  Dec.  2007
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Graph  1  –  31  Dec.  2008
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France

3,3  

29  696  

21  880  

amount

138  258  

0  

-14  345  

2,2  

Italy

14,5  

13,1  

The  analysis  is  carried  out  from  a  transaction  perspective,  excluding  taxes  and  other  outstanding  cash  flows .

Variation

Germany

81  798  

0  

29  877  

8,8  

30  527  

2,3  

24,1  

3,3  

Greece

2,1  

2,2  

81  798  

%  

134  201  

111  837  

30  527  

-30,1  

Portugal  

21,3  

12,7  

amount

Belgium

20  985  

206  204  

-247  042  

-1,2  

19  931  

18  637  

0,0  

2,1  

Netherlands

7,7  

0,0  

-8  711  

31.12.2008  

amount

108  381  

197  869  

19  931  

21,3  

supranational

24,6  

44,5  

p.p.(*)  

Spain

0,5  

0  

197  869  

countries

71  814  

0  

3,5  

-5,3  

Ireland

14,9  

0,0  

(*)  Variation,  in  percentage  points,  of  the  weight  in  the  portfolio  structure.

31.12.2007  

%  

228  085  

381  243  

-40  023  

0,5  

4  292  

8,8  

0,0  

-1,7  

The  non-sovereign  risk  component  of  the  portfolio,  at  the  end  of  2008,  represented  only  2.7%  of  the  value  

of  the  Deposit  Guarantee  Fund  and  was  made  up  entirely  of  securities  issued  by  supranational  institutions.

euro  area  sovereign  risk.
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The  interest  rate  risk  was  managed  according  to  the  prospects  for  the  evolution  of  the  yield  curve,  with  

the  modified  duration  of  the  portfolio  fluctuating,  throughout  the  year,  in  the  interval  [0.3;  0.7].  At  the  end  

of  December,  the  modified  duration  of  the  portfolio  was  0.34.

Table  XII.  Geographical  breakdown

Table  XIII.  Modified  duration

The  Deposit  Guarantee  Fund's  asset  portfolio,  whose  net  tax  value  reached  923.0  million  euros,  as  at  31  

December  2008,  was  composed  almost  entirely  of  public  debt  divided  between  bonds  (65.5%)  and  of  the  

Treasury  (31.8%).

The  portfolio  structure  maintained  a  significant  degree  of  geographic  diversifi  cation,  however  limited

thousands  of  euros

Duration

0,37  

44,8%  

Modify  each

1  to  3  years

Modify  each

Total  

2,30  

-  

100,0%  100,0%  

15,2%  

29,2%  

31.12.2008  

Weight  (%)

11,4%  

0,04  up  to  1  month

31.12.2007  

42,6%  

-  

-  
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0,46  

Maturity

3  to  6  months

0,10  

-  

Duration
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-  

more  than  3  years

Weight  (%)

17,7%  

27,9%  

0,34  

0,7%  

10,5%  

0,39  

1,40  

-  

0,05  

segments  of

1  to  3  months 0,13  

0,57  6  months  to  1  year
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(4)  Time  weighted  rate  of  return  (Twrr);  all  rates  of  return  shown  are  net  of  taxes,  except  for  the  cases
where  the  contrary  is  expressly  stated.

Table  XIV.  Rates  of  return  by  maturity  segment(4)

Within  the  scope  of  the  analysis  by  asset  class,  non-governmental  debt  yielded  higher  than  that  

achieved  by  public  debt,  which  is  explained  by  the  differences  in  the  time  structure  of  the  two  portfolios,  

in  a  context  of  falling  interest  rates.  This  factor  was  decisive  and  outweighed  the  effect  of  the  significant  

widening  of  credit  spreads .

During  the  year,  there  was  a  change  in  the  distribution  of  investments  among  the  different  segments  

of  residual  maturity,  characterized  by  a  greater  concentration  in  the  “3  to  6  months”  segment  to  the  

detriment  of  the  “up  to  1  month”  segment.
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As  at  31  December  2008,  the  market  risk  of  the  financial  assets  portfolio,  measured  by  the  Value-at-

Risk  (VaR)  for  a  time  horizon  of  1  month  and  with  a  confidence  level  of  95%,  was  1,  9  million  euros,  

which  corresponded  to  0.21%  of  the  portfolio's  value.

16.  In  2008,  the  profitability  of  the  Deposit  Guarantee  Fund  portfolio  was  conditioned  by  the  downward  

shift  of  the  yield  curve  in  the  Euro  Area,  which  led  to  higher  rates  of  return  over  longer  maturities.  

Overall,  the  Fund's  management  provided  a  gross  return  of  4.84%,  which  corresponds  to  4.24%  in  

net  terms.

Results

Average  weight

1  to  3  years

0,38  

-  

2008  

4,05%  

1,80  

Total  

Impact  of  management  costs

Net  total  of  the  FGD  portfolio
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29,6%  

-0,55%  -  

up  to  1  month

4,45%  

-  

Duration  Modify  each  
average

0,05  

3  to  6  months

10,4%  

6  months  to  1  year

0,20  
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more  than  3  years

Rate  (Twrr)

0,58  

-  

0,48  

-  

100,0%  

2008  

16,4%  

3,10%  

4,84%  

4,88%  

24,0%  

-0,02%  

Gross  return  on  the  securities  portfolio

Impact  of  fiscality

-  -  

-  4,24%  

-  

1  to  3  months

6,57%  

2008  

19,6%  
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