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Domestic demand was the
main driver of growth, in particular

private consumption.

2.1.
Economic, Sectoral
and Regulatory
Environment
2.1.1. Economic
framework
International economy
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Source: International Monetary
Fund – World Economic
Outlook, October 2019
Source: OECD Economic
Outlook, Volume 2019 Issue 2
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The global economy is estimated to have grown at the
slowest rate of the last ten years in 2019, by around
3.0%1, thus recording a slowdown in relation to the
3.6% of 2018. This slowdown was experienced in
various countries, as a consequence of the barriers
to international trade and geopolitical uncertainty,
which significantly affected the global manufacturing
sector, especially the production of motor vehicles. The
increase and uncertainty of customs tariffs, in particular
between the United States of America and China, have
undermined confidence for new investments and
global trade relations. According to OECD estimates,
the real growth of international trade should slow
down from 3.7% in 2018 to 1.2% in 20192. In contrast, the
service sector maintained its buoyancy, which enabled
keeping the labour market with unemployment rates
at low levels and signs of rising salaries, especially in
the developed economies. Domestic demand was the
main driver of growth, in particular private consumption.
Despite the buoyancy in the labour market, in 2019,
inflation remained at low levels, in most cases at rates

below the targets of the Central Banks of each country,
and this was a year marked by even more expansionary
monetary policies.
Economic activity in the euro zone slowed down,
particularly affected by the contraction of industrial
activity, with visible effects on the German economy
in the second quarter of 2019. Exports declined,
experiencing the weakening of demand by China.
The uncertainty as to the United Kingdom staying in
the European Union was a recurrent theme throughout
2019, and it was only in December, with the victory of
the Conservatives, that the deadlock underway was
broken. In Spain, after two elections in 2019, it was
still not possible to form a government throughout
the entire year. In Italy, the Five Star Movement and
Lega government coalition came to an end, with a new
coalition between the Five Star Movement and the
Democratic Party having been formed, with the same
Prime Minister.
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In the United States, the economy slowed down
from 2.9% growth in 2018 to around 2.2% 3 in
2019, with a particularly strong slowdown in the
investment component. The greatest contribution
came from private consumption, underpinned by an
unemployment rate at minimum levels of the last 50
years and increased salaries.
Monetary Policy in the euro zone became even more
expansionary in 2019. After the end of the asset
purchase programme of the European Central Bank
(ECB) in 2018, the expectations for 2019 pointed
to a period of normalisation and possible increase
in reference interest rates of the single currency.
This did not actually take place, with the ECB having
cut the interest rate on deposits by 0.1% to -0.50%
in September, resuming the purchase of assets for
an indefinite period at a rate of 20 billion euros per
month and announcing a new programme of targeted
longer-term refinancing operations(TLTRO),
with slightly lower rates and longer maturities.
In order to mitigate the adverse effects of negative
interest rates, the ECB decided that a current multiple
of 6 times the minimum bank reserves would
not be subject to the deposit interest rate. The
leadership of the ECB changed, with Mário Draghi
ending his term of office and being replaced by
Christine Lagarde, who announced that during 2020
there would be a strategic review of the remit and
clarification of ECB goals.
3

4

Source: FOMC - Federal Open
Market Committee minutes,
December 2019
Source: Economic Bulletin
December 2019 – Banco de
Portugal

In the United States of America, the monetary policy
also became more expansionary, reversing the
increase rate rises of 2018. The Federal Reserve cut

the reference interest rate by 0.75%, ending the year
in the range of 1.50%-1.75%. The gradual reduction
of the Federal Reserve balance was suspended with
the Federal Reserve starting to buy short-term assets
following some difficulties in the repo market
in September.

National economy
The Portuguese economy should have grown by 2.0% 4
in 2019, after growth of 2.4% in 2018. This slowdown
reflects an approximation to the potential growth
rate of the economy. The external context became
less favourable in 2019, with a slowdown of exports
and industry. The service sector remained relatively
immune, which enabled maintaining the positive trend
in the labour market. Domestic demand, in particular
investment, was the main contributor to the growth
of the national economy. The buoyancy of domestic
demand elevated the growth rate of imports and
the lower external demand, especially of countries
outside the euro zone, slowed down the growth rate
of exports, which would lead Portugal to return to
a deficit in the Balance of Trade in Goods and Services
in 2019, after the surpluses recorded between
2013 and 2018.
Budget implementation in 2019 maintained its trend of
improvement, with an estimated balanced public budget.
Public debt levels also maintained their downward trend,
with a lower implicit interest rate and a longer repayment
profile. In 2019, the rating agencies Standard & Poor’s
and Fitch upgraded the risk rating and the agency
Moody’s changed the outlook to positive.
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The labour market continued to show a positive
trend, with the unemployment rate at historically
low levels and job creation increasing. The growth
of employment reflects an absorption of workers
coming from situations of unemployment and an
increase, albeit minor, of the active population,
due to the higher female participation, increased
retirement age and a positive migration balance.

However, despite the effort towards revenue
diversification, postal services still contribute with
over half the revenue in approximately 40% of the
global postal operators analysed.

Revenues per business unit
in the postal sector

The inflation rate in 2019 should slow down to 0.3%4,
especially influenced by the evolution of energy products,
affected by the reduction of the price of oil and the lower
electricity and gas prices due to administrative measures
in regulated pricing and lower tax rate. The inflation rate,
excluding energy products, also decelerated, with various
legislative measures significantly reducing the price of
some goods and services.

2.1.2 Sectoral framework

5

Source: “Global Postal
Industry Report 2019”
International Post Corporation.
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In line with previous years, the postal sector
continued to experience a trend towards business
diversification as a consequence of digital
substitution and in order to increase income in
markets of major growth such as the Parcels
& Logistics market. Accordingly, the weight of the
postal business is increasingly lower, accounting
for less than 35% in 2018, while in contrast the
Parcels & Logistics segment is the strongest growing
business, currently accounting for around one third
of the revenue in the postal sector 5.
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38%

35%

35%

23%

29%

30%

35%

33%

33%
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Mail

Financial Services
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Other

Source: IPC “Global Postal Industry Report 2019”, report developed
by the International Post Corporation (IPC) gathering information
on 50 postal operators at international level.
Note: The methodology used by IPC was changed in the 2019
report, which includes Japan Post’s financial services that had
been excluded in previous reports as this operator was considered
an outlier. For that reason, information related to 2017 is included
based on the new methodology, which changes the information
contained in CTT's Integrated Report 2018. The sum of the parts
may be greater than 100% due to rounding.
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Mail
In the mail business, the replacement by digital channels
continues to exert pressure on postal volumes, with
a clear trend of acceleration of the decline of volumes,
with a reduction of 5.9% of the volume in 2018 at an
international level, corresponding to 1.3 percentage points
than the decline observed in 2017 and considerably above
the average annual decline recorded between 2008
and 2018 of 3.5%6.

In the Portuguese market, as is the case in all
the other markets, there is a widespread trend
of acceleration of the decline of mail, expressed
most strongly in transactional and addressed
advertising mail.

Evolution of Mail market volumes in Portugal (2013‑1H2019)
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Source: ANACOM, “Postal Services – Statistical information – 1st Semester 2019”

In order to mitigate the trend of acceleration of the
decline of mail, postal operators have continued to focus
on strategies of increasing prices of mail products, with
the price of domestic mail having increased by close
to 6.5% annually between 2012 and 20197. Portugal,
despite the price increases in recent years, continues

6

7

to be among the European countries where prices
are lower, as can be seen in the graph below, which
compares the prices in some operators, adjusted to the
purchasing power, of the non-priority domestic mail
(with a delivery standard above D+1, except for operators
that only have this service standard.

Source: “Global Postal Industry
Report 2019” International Post
Corporation.
Source: “Global Postal Industry
Report 2019” International Post
Corporation.
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Mail prices of the main European postal operators
€ per non-priority letter 2019, adjusted to the purchasing power
1.51

1.59

1.40
1.27

Average | €0.99

0.71

0.74

1.14

0.75

0.77

0.78

0.86

0.87

0.92

0.93

0.94

0.98

1.04

0.57

Source: IPC Consumer Rates, domestic mail prices with delivery standard above D+1 (proxy for CTT ordinary mail with D+3 delivery
standard), except for operators that only have this service standard (AN Post, Bpost, Deutsche Post and Austrian Post); CTT price originates
in an internal source (€0.53)using the IPC rationale of the purchasing power adjustment factor (as in 2019 the price was temporarily
reduced during the IPC analysis period, the price published by IPC does not correspond to the final price in 2019).

On the other hand, the operators have sought to
adopt various strategies to contain costs and increase
efficiency, where it has been detected that the
reduction of delivery days, the integration of the mail

and parcel networks, and a flexible human resources
structure are the main keys to boosting efficiency
among mail operators.

Drivers with greater potential for cost efficiency in the postal sector

Less
delivery
days

Greater integration
of mail and parcels
operations

Greater
flexibility in
the labour
models

Greater
automation
in the sorting
centres

Less
demanding
delivery
targets

Less mail
Product portfolio
sorting centres
streamlining

Drivers with greater impact
Source: IPC “Global Postal Industry Report 2019”, report developed by the International Post Corporation (IPC) gathering information on
50 postal operators at international level.

At the same time, the regulatory context has
progressively become more flexible with a view to
accommodating the major transformation observed
in the sector and ensure the sustainability of the
Universal Postal Service within the respective
national budgets. Various member states of the
European Union have endorsed a series of measures
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concerning the Universal Postal Service, such as the
reduction of quality targets, after the increase of the
average figure between 2011 and 2014, flexibilization
of delivery speed (e.g. in 6 countries, among which
Norway, Denmark and Sweden, D+1 is not included in
the Universal Service), flexibility of delivery through
the introduction of different frequencies of delivery,
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in line with the particularities of the countries (e.g.
Norway, Finland and Italy), reduction of the group of
products under the concession contract or measures
in terms of price flexibilization (e.g. commercial
freedom, increased limits of price variation). On the
other hand, other Member States have chosen to
create mechanisms of compensation of universal
service providers both directly, through direct funding
of the Universal Postal Service, and indirectly, through

the introduction of grants for other activities such as
services of general economic interest (e.g. Belgium,
United Kingdom) or tax benefits (e.g. France)8.
Finally, the great evolution of e-commerce is viewed
as a positive point for the sector. An increase has been
observed in the number of small parcels, primarily
coming from China, with a positive contribution in
terms of revenue for mail operators.

Evolution of the average quality of service target for D+1 priority mail
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Source: ERGP, “Report on QoS, consumer protection and complaint handling”.

Express & Parcels
The express and parcels market continues to show
significant growth, with the volume of express
items and parcels having grown by close to 9%
in 2018 in postal operators at an international level.

It is estimated the revenue of this market should
have grown by around 26% by 2022 (source IPC),
continuing to be extremely attractive9.

Express & Parcels average volume growth
% change vs. previous year

Estimated market growth
between 2018–2022

13.6%
9.2%
8

9

Source: Copenhagen
Economics in Main
Developments in the Postal
Sector 2013-2016; ERGP;
annual reporting; websites
of operators providing the
universal service; reports of
regulators.
Source: “Global Postal Industry
Report 2019” International Post
Corporation.
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+36.2%

in revenues from the
Express & Parcels market

Source: IPC “Global Postal Industry Report 2019”, report developed by the International Post Corporation (IPC) gathering
information on 50 postal operators at international level.
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This growth is essentially due to the increase of B2C
parcels, driven by the continuous growth of electronic
commerce, which already represents around 10% of
total purchases worldwide. In the last decade, online

commerce has grown on average by 20% per year,
according to Euromonitor, showing a growth rate far
higher than the growth of traditional retail.

Evolution of the online sales market share
% of the total global sales
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Source: IPC “Global Postal Industry Report 2019”, report developed by the International Post Corporation (IPC) gathering
information on 50 postal operators at international level.

This same trend of growth of the express and parcel
market is observed in the Iberian Peninsula. In Portugal,
the volume of parcels grew by around 10% in 2018, with
this trend of growth having been maintained in the first
semester of 2019 (around 7% year-on-year)10. In Spain,
the volume of parcels grew by around 16% in 2018,
maintaining constant growth in relation to 2017 11.
This market evolution is driven by the rapid growth
of e-commerce the Iberian Peninsula, with growth
of around 17% in Portugal and above 20% in Spain
in 201812, driven by the progressive increase of the

Source: ANACOM, “Serviços
postais – Primeiro semestre
2019”.
11
Source: Comisión Nacional
de los Mercados y la
Competencia, “Informe Anual
del Sector Postal” (2018).
12
Source: e-commerce Report
CTT 2019.
13
Source: We are social, “Digital
in 2019 España”.
14
Source: ACEPI: "Annual
Study of the Economy and
Digital Society 2019"; internet
penetration figure relative
to 2018.
15
Source: Comisión Nacional de
los Mercados y la Competencia.
10
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Internet
penetration

internet penetration in the two countries, currently
standing at 93% in Spain13 ( and at 75% in Portugal,
where it is expected that by 2025 the great majority of
the Portuguese population will also have access to the
internet (91%)14.
In 2018, 5 out of every 10 Portuguese carried out online
shopping (about 46%, corresponding to 10 p.p. more
than in 2017) (source: e-commerce Report, CTT 2019).
In Spain, around 44% of the population carried out
online shopping in 2018, of which around 90% led to
receiving a parcel15.

E-commerce
growth

% of the population
buying online

75%

17%

c.46%

93%

>20%

c.44%

(in 2018)

(in 2019)
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However, as the degree of penetration of e-commerce
in the Iberian Peninsula is lower than that observed in
other European countries, both in terms of the growth
recorded in recent years in Portugal (CAGR 2013-17

<8%) and the number of parcels per capita in Portugal
and Spain, it is believed that there is high potential for
growth in the Iberian Peninsula, as it is at a lower stage
of maturity in relation to other more mature markets.

Parcels per Capita

E-commerce growth

(2017)

(CAGR 2013–17)

>16%
12–16%
8–12%
<8%

5

7

9

29

30

Source: WIK – Development of Cross-border E-commerce through Parcel Delivery; EU Commission.

With respect to profitability in this segment, the
downward trend of pressure on prices continues to
be felt, as a consequence of the pressure exerted
by competition, the growing bargaining power of
e-sellers and the expectations of e-buyers of costfree deliveries. Additionally, the operators have
continued to increase their cost base to adapt to the
new reality and needs, namely the challenges in B2C
parcel delivery (e.g. convenience for the receiver,
flexibility to change delivery place, date and time,
tracking in real time, etc.).

Financial markets
The year of 2019 was a positive in practically all classes
of assets. During 2019, the trade negotiations between
the USA and China, the accommodative turnaround of
the Central Banks, Brexit and the fears of slowdown of
economic growth dictated both the improvements and
devaluations in the markets.
In the stock market, the main stock exchanges of
the advanced economies showed gains above 20%
and the emerging markets had gains above 10%.
Part of these appreciations were a recovery of the
devaluations occurred at the end of 2018, a particularly
16

volatile period, but even so the share indices
significantly surpassed the historical peaks recorded
in the summer of 2018. The FTSE Global ALL Cap Total
Return Index, which includes developed and emerging
markets, appreciated by 27.09% in 2019 and 7.28%
in relation to the peaks recorded in 201816.
The bond market was marked by the changes in the
expectations of the Central Banks. During 2019 the
Bund interest rate at 10 years in Germany fell from
0.43% to -0.19%, and in the United States the Treasury
interest rate at 10 years fell from 0.77% to 1.92%.
It should be noted that this movement was not linear,
with sharp decreases up to August, at which time the
Bund reached -0.71% and the entire German yield
curve traded at negative interest rates, followed by
a rise in the interest rate in the last 4 months of the year.
In August, the Bloomberg Barclays Global Aggregate
index, which only includes debt with investment rating
in various currencies, recorded more than USD 17
billion of securities with a yield below zero to maturity,
around 30% of total issuances.
The Portuguese credit spread at 10 years, compared
to Germany, decreased by 0.85%, ending the year
at 0.63%, a figure below the spread at 10 years of Spain.

Source: Bloomberg.
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The Italian spread showed high volatility during 2019,
having recorded a maximum of 2.87% after the elections
for the European Parliament in May, an increase in
August with the heightening of expectations of early
elections, followed by a period of reduction when the
new parliamentary coalition of the Democratic Party and
Five Stars Movement formed a government, ending the
year at 1.60% compared to Germany.
The European credit spread, observed by the CDS
Markit iTraxx Europe Senior index at 5 years, showed
a reverse performance to that of 2018: the regular
rise from 45 bps to 87 bps during 2018 was fully
reversed, also in a relatively regular form, to 44 bps
at the end of 2019. The trend of the credit spread of
issuers of speculative level in euros was identical,
ending the year at historical minimum figures of
around 200 bps in the iTraxx Crossover 5Y index. The
credit spreads of financial debt in euros fell by more
than half, with senior debt falling by 56 bps to 52 bps
and subordinated debt falling by 115 bps to 114 bps
throughout the year.
The barrel of Brent appreciated by 23% to $66
per barrel, in particular due to OPEC's decision in
December to prolong the production cuts and reduce
the production quotas by more than 500 thousand
barrels a day. Copper showed a lower appreciation
of 6.3% and gold stood out by its 18% appreciation,
when observing the price per ounce in dollars, having
reached historical maximum figures when observing
the price per ounce in euros.
The euro depreciated by 1.60% when compared to the
19 currencies of the main trading partners of the euro
zone17. The euro devalued by 1.95% in relation to the
North American dollar, and by 5.76% in relation to the
pound sterling, a movement exacerbated by the result
of the elections in the English parliament and reduction
of the uncertainty enshrouding Brexit. Special note
should also be made of the renminbi, with the Chinese
currency having devalued in relation to the dollar,
surpassing the psychological barrier of 7 yuan per
USD in August and ending the year at 6.96, after the
expectations of concordance and signing of the first
phase agreement between the two countries.

Portuguese banking system18
In 2019, the Portuguese banking system continued
to consolidate the progress observed over the last
year. There was an increase of profitability, reflecting
factors of structural nature and developments partly
of more circumstantial nature, such as the reduction
of costs related to provisions and impairments.
Source: ECB Daily Nominal
EER-19 Euro Effective
Exchange Rate.
18
Financial Stability Report –
December 2019
17
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The non-performing loan ratio (NPL) continued on
the downward trend started in June 2016, essentially

reflecting the reduction of its volume on the
balance sheet, in line with the guidelines and plans
to reduce non-performing assets submitted to
the supervisory authorities, which have been
progressively implemented by the banks.
Special reference should be made to the fact
that the banking system continued the trend of
strengthening its capital ratios. The increase of own
funds was essentially the result of the evolution of
common equity tier 1 (CET 1), reflecting, in particular,
the evolution of the components of retained
earnings and other comprehensive income.
In a context of downward revision of the economic
growth projections in the euro zone and persistence
of inflation below the target, the ECB announced
a package of monetary stimulus measures in
September 2019, embodied in lower interest rates
for a more prolonged period (lower-for-longer).
The reduction of medium and long-term interest
rates signals that the Euribor should only return
to positive figures in a considerably longer horizon.
The context of very low interest rates has been
reflected in funding costs at a global level, being
particularly favourable to economic agents with
high debt levels, enabling, on the one hand, the relief
of debt service, but also improving capacity for their
funding at lower costs and/or at longer maturities.
In contrast to this scenario of short-term gains,
the maintenance of the environment of lower-for
longer interest rates could constitute a challenge to
the sustainability of the net interest income of new
loans, exacerbating the need for the expansion of
loan granting, aimed at an offsetting quantity effect.
In the short-term, the net effect could be positive
on the bank's profitability.
In Portugal there has been a differentiation of
interest rate spreads by risk class in new loans
to non-financial companies by the main banks of
the system. There has also been a progressive
improvement of the risk profile of new loans. In the
case of individuals, new mortgage loans have also
been granted to customers with lower risk profiles,
following the indications of the macroprudential
policy measure endorsed by Banco de Portugal.
In the consumer credit segment, two factors should
be highlighted, the stock has maintained a high
annual variation rate (close to 10%), but on the other
hand, the new consumer credit, especially personal
credit, has interrupted the decelerating trajectory
observed since mid-2018. Furthermore, the
prolongation of maturity periods associated to new
auto credit and personal credit has continued
to be observed.
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Banco de Portugal shall continue to monitor the
developments in the credit market, appraising, as
a factor able to enhance vulnerability, especially in
consumer credit, the ongoing increase of maturities
in auto credit and personal credit.
The Portuguese banking sector is materially exposed
to some asset classes the value of which could be
affected in the event of an abrupt and significant
revaluation of risk premiums in international financial
markets, with potential to negatively affect the
profitability and capital of the sector. These assets
include real estate assets, exposures secured by
real estate and public debt securities, in particular
domestic sovereign debt, but also of other European
geographies whose values show high correlation in
markets. Concerning public debt, not only has there
been an increase of exposure to these securities,
but also an extension of their maturities and average
duration, which implies greater sensitivity to market
risks. Moreover, the majority of these assets are
stated at fair value, with impact on capital. Therefore,
notwithstanding the more favourable regulatory
treatment of this exposure, it is crucial for banks
to have suitable capital buffers for the possible
materialisation of this risk, which could also be
mitigated by the adoption of hedge mechanisms.
With respect to the exposure to assets of real estate
nature or backing, it should be noted that the evolution
of prices in the real estate market has benefited from
the strong dynamics of tourism and direct investment
by non-resident, thus continuing to increase market
sensitivity to the action of non-residents. It should
also be noted that, in the more recent quarters,
there is continued evidence of overvaluation in
residential real estate in aggregate terms, which
advises particular prudence in carrying out operations
that have assets of this nature as security, where
it should be ensure that the credit granting criteria
are appropriate to the risk incurred.
Additionally, banks should adjust their business models,
in particular via investment in digitalisation, in order
to remain technologically efficient and competitive,
especially in view of the entry of new participants in the
financial intermediation activity (Bigtechs). Reflecting
not only the technological developments associated
to the access, maintenance and management
of information, but also regulatory changes, this
investment will be an essential route to the preservation
of the utility of the traditional operators for customers
of financial services and, accordingly, the value of
their activity. The strengthening of investment in
information technology could be complemented by
the development of partnerships with the new players
that could add value to the development of the activity,
by making the most of economies of scale, experience

and range. Technological security aspects should be
protected appropriately (minimising cyber risk, more
likely to occur in the new context, where communication
and information technologies will become increasingly
prominent), as well as risk management in general
and internal control.
Likewise, the adequacy of the internal control systems
allocated to the prevention of money laundering and
terrorist financing is extremely important. In this
context, special reference is made to the completion,
expected to be soon, of the exercise taking place at
a national level, of updating the national assessment
of the risks of money laundering and terrorist
financing. This exercise should enable a mapping of
the main national threats in this sphere, combined with
an assessment of the main vulnerabilities and sector
controls, based on which response measures shall be
defined to correct the detected weaknesses.
Credit institutions, in particular, should pursue cautious
policies, both in terms of the control of the risk of
their exposures, and with respect to strengthening
their capacity to absorb any possible materialisation
of the risks referred to above, with implications on
the dividend distribution policy.

2.1.3. Regulatory
Framework
International and EU framework
Concerning the European Union, note should be made
of the implementation of Regulation (EU) 2018/644,
of the European Parliament and of the Council of 18
April 2018, relative to cross-border parcel delivery
services. This regulation, aimed at increasing the
transparency of prices and the regulatory supervision
of these services, seeks to facilitate the access
to public pricing of cross-border delivery service
providers, in a specific website for the purpose
provided by the European Commission, and grants the
regulators more powers to monitor the parcel delivery
market. Implementing Regulation (EU) 2018/1263,
published on 20 September 2018, established
the forms for the presentation of information of
information by parcel delivery service providers in this
regard, with the collection of the information being
carried out by the national regulator. Accordingly,
in 2019, the CTT Group companies that provide parcel
service submitted the corresponding data to ANACOM.
The Third Extraordinary Congress of the Universal
Postal Union (UPU) was held from 24 to 26 September
2019, following the demands of the United States of
America for a review of the terminal dues remuneration
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for E format letter-post items (small packets and large
letters), the volume of which has increased significantly,
in mail flows generated by electronic commerce over
the last few years. The changes introduced, aimed at
ensuring the compensation of the destination operator
for the costs of sorting and delivering mail derived from
other countries, are reflected in an acceleration of the
increased terminal costs for these items and the gradual
introduction of self-declared rates from 2021 onwards, for
most countries. Only countries with a certain volume (very
high) of mail could choose to self-declare the rates already
on 01.07.2020 (in practice, only the USA could benefit
from this exception).

National framework
Under the criteria for price formation defined by
ANACOM resolution of 12 July 201819, complemented
by resolution of 5 November 2018, the proposed
prices of the universal service submitted by CTT on
17 April 2019 was approved by ANACOM, by resolution
of 22 May 2019. The prices inherent to this proposal,
which complied with the established price formation
principles and criteria, took effect on 4 June 2019.
This update corresponded to an average annual
variation of 1.15% in the price of the basket of letter
mail, editorial mail and parcel services, not including
the universal service offer to bulk mail senders,
to which special prices apply.
The special prices for postal services included in
the universal service offer 20, applicable to bulk mail
senders, were also updated on 4 June 2019, following
the proposal submitted to the Regulator on 16 May 2019.
Pursuant to the Company's tariff policy for 2019, the
aforesaid updates corresponded to an average annual
variation of 1.49% in prices, also reflecting the effect
of the updating of prices for reserved services (service
of legal summons and notifications by post) and for
special prices for bulk mail.
Following the audit of the results of 2016 of CTT's
cost accounting system, on 18 June 2019, ANACOM
approved the decision relative to the results of this
financial year, according to which this entity considers
that new criteria should be identified for the division
of expenses between the Company's postal activity
and banking activity, determining the reformulation
of the cost accounting for 2016 and 2017 in this aspect.
CTT delivered the reformulated results relative to
these years, as well as the results of 2018, pursuant
to the new criteria during the second semester.
Under number 3 of article 14 of
Law 17/2012, of 26 April (Postal
Law), amended by Decree-Law
160/2013, of 19 November, and
by Law 16/2014, of 4 April.
20
As amended by article
4 of Decree-Law 160/2013,
of 19 November.
19
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Regarding access to CTT's postal network, under the
commitments made to the Competition Authority
(AdC), on 2 January 2019, an expansion of the access

offer provided to competitive postal operators
entered into force, which essentially consists of: (i) an
increase of the mail services covered by the access
offer; (ii) the introduction of new points of access to
the postal network, more downstream in the postal
delivery chain, namely destination production and
logistics centres and about 200 CTT destination post
offices, whose mail is directly forwarded to the postal
delivery centres, for delivery by the postmen; (iii)
the introduction of a faster delivery period for some
services, in the case of access through the destination
post offices; (iv) the possibility of a competitive
operator being able to carry out additional sorting
tasks; (v) the application of pricing for access to the
network lower than that applied to final customers,
with differentiated prices according to the access point,
mail services and handling tasks carried out by the
competitive operator.
On 28 December 2018, following the outcome of
the audit to the annual figures for 2016 and 2017 of
the quality of the universal postal service, ANACOM
decided to determine alterations to the system of
measurement of the Quality of Service Indicators
(QSI), which imply an exacerbation of the costs
payable by CTT, related to the hiring of an external
entity responsible for the measurement. Having
disagreed with the grounds and scope of ANACOM's
determinations, CTT filed an objection to the resolution
at the administrative courts on 28 March 2019. The
new procedures were implemented on 1 July 2019,
as stipulated in ANACOM's resolution.
On 11 July 2019, ANACOM applied the mechanism of
compensation due to non-compliance with a Quality
of Service Indicator to CTT, imposing a deduction
of 0.06 p.p. to the weighted average variation of the
prices of the basket of correspondence, parcel and
editorial mail services permitted for 2019 (1.15%).
This deduction, of low material significance, is
0.025 p.p. lower than the value initially proposed by
ANACOM (0.085 p.p.), and was applied for a minimum
period of three months.
On 10 January 2019, ANACOM determined that CTT
present a proposal to complement the goals on
density of the postal network and minimum offers
of services in force, with the following reference
framework: (i) that the postal establishment that in
each municipality should provide the entirety of the
concessioned services should be a post office or postal
agency with equivalent features; (ii) that the aforesaid
postal agency should observe a series of factors in
terms of its operation. CTT was notified on 26 August
2019 of the approval of its revised proposal, which it
implemented in 60 business day, as determined by
the regulatory authority.

STRATEGIC BACKGROUND

To complement the resolution referred to above,
on  24 April 2019, ANACOM approved the decision
on prior disclosure, to the users and to ANACOM, of
the closure or reduction of the opening hours of postal
establishments, determining that all changes in this
regard should be reported at least 20 business days
before the date that they should take effect. On 14 June
2019, CTT also presented a request for clarification on
the scope of the actions to be reported in this context,
which is still awaiting the regulator's appraisal.

Financial sector
A decade after the financial crisis, the regulatory
reforms implemented as a consequence of this crisis
are practically completed and the agendas of the
regulators now seem to be focused on the challenges
posed by the technological changes, on the growing
concern with security and privacy and with
environmental sustainability.
Indeed, although the European regulatory agenda
was dominated by Brexit in 2019, the attention of
the regulators of the financial sector has also been
directed to new areas, in response to the growing
digitalisation of the banking sector and consequently
to its greater vulnerability to cybercrime, to incidents
related to failures in information systems or excessive
dependence on service providers under outsourcing
arrangements. Concerns related to the prevention
of money laundering and terrorist financing also
grew in the last year.
At a national level, 2019 started with the publication
of the Insurance and Reinsurance Distribution law
(Law 7/2019, of 16 January) which significantly
changed the legal framework on distribution
of insurance and reinsurance, considerably
strengthening the series of rules and procedures
applicable transversally to the sector, with special
impact on the organisation and activity of insurance
mediators. A large number of regulatory interventions
are foreseen by the Insurance and Pension Funds
Supervisory Authority; hence, more novelties
are awaited that shall complete this system. It is
important to highlight the additional requirements of
vocational training, in particular the new requirements
of continuous professional enhancement, as well
as the reinforcement of the obligations related to
the policies of design and approval of insurance
products, duties of pre-contractual information and
the special duty of the insurance distributor appraising
the suitability of the product to the insured person.
With respect to investment products based on
insurance, a more exacting framework is established,
in view of the nature of the products and without
prejudice to compliance with the obligations arising
from Regulation (EU) 1286/2014 (Legal System of

Packaged Retail and Insurance-based Investment
Products (PRIIPs)) and Law 35/2018, of 20 July. In the
marketing of these products and according to the type
of marketing (sale without advice or sale with advice),
the mediators should comply with specific duties,
identical to those defined in the Markets in Financial
Instruments Directive (MiFID II).
A review was also made of the system of mandatory
reporting of financial information (Law 17/2019, of
14 February), extending the requirement that financial
institutions report, to the Tax Authority, the accounts
held by residents in Portugal, when the balance or
aggregate value exceeds 50,000 euros at the end
of each year.
Regarding the protection of bank deposits, with Law
23/2019, of 13 March, prior ranking is now given to
most deposits in relation to all other ordinary credit
(it should be noted that the previous system prior
ranking only benefited deposits up to the amount
covered by the Deposit Guarantee Fund and the
deposits of individuals and micro, small and mediumsized enterprises for the amount that exceeded this
limit). Thus, the deposits, still classified as ordinary or
subordinated, of the so-called "large depositors" now
also benefit from prior ranking (although they continue
to be classified at a lower level in the credit hierarchy,
in case of insolvency, relative to credit due to deposits
that currently already benefit from prior ranking).
A category of «non-privileged» senior debt has
been created, which should have a priority position,
in the insolvency hierarchy, higher than that of equity
instruments and subordinated liabilities that are not
considered equity instruments, but lower than that
of other senior liabilities.
The regulatory technical rules of the duties of
reporting of financing operations through real estate
values (referred to as SFTR) were published in April
2019, and shall enter into force from April 2020.
Concerning outsourcing, the European Banking
Authority Guidelines (GL/2019/02) were published
and entered into force, specifying the provisions
on internal governance, including healthy risk
management, that the institutions should implement
when outsourcing duties, in particular when
outsourcing essential and important duties.
Law 58/2019, of 8 August, was published on the topic
of Data Protection, seeking to enforce certain aspects
of the General Data Protection Regulation (GDPR),
amending the law that regulates the organisation and
operation of the National Data Protection Commission
(CNPD) and (explicitly) revoking Law 67/98, of 26 June
(Data Protection Law). Special reference is made to the
fact that the new Law adds various duties to the data
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protection officer established in the GDPR, namely,
"ensure the conduct of audits, both periodic and
unscheduled; raise the awareness of the users on
the importance of the time detection of security
incidents and on the need to immediately inform
the security manager; and ensure relations with the
data subjects on issues covered by the GDPR and by
the national legislation on data protection issues".
2019 was also the first year of effective application
of the revised Payment Services Directive (PSD2),
transposed to Portugal by Decree-Law 91/2018,
of 12 November, which approved the Legal System
of Payment Services and Electronic Currency
currently in force. In this context, the banks
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completed the development of the Application
Programming Interfaces (APIs) that enable access
to payment accounts and the initiation of payments
of third-party entities, and implemented the new
requirements on strong authentication. In this
regard, it is important to highlight the postponement
of the application of the customer's strong
authentication for card-based payments through
the internet (following the publication of the Opinion
of the European Banking Authority on 16 October),
from 14 September 2019 to 31 December 2020, due
to the complexity of the adaptations that will need
to be done by the card issuers, as well as by the
merchants that accept this method of payment in
online shopping.
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2.2.
Strategic Lines

Inputs

We connect people and companies, committed to deliver!
Financial Capital

Human Capital

Intellectual Capital

Social Capital

Natural Capital

Management efficiency
& focus on results

Recognition of the
+12,000 employees

Trusted & proximity
brand

Portfolio diversification,
enhancing existing
networks (distribution
& retail)

Investment in training
(+ 251k hours)

Sector in‑depth knowhow & experience

Partnerships &
cooperation protocols
with institutions

Integrated Quality,
Environment
& Safety policy

Volunteers pool

Talent development

Innovation strategy

Quality certifications
(ISO 14001)

Strategy & Business model

We focus on our stakeholders...

Customers

Employees

Shareholders

Society

Be more than just the best
logistics partner of the
companies.

Build a desirable business
project aiming to have in each
employee a CTT ambassador,
based on the development of
our employees, the promotion
of the work/family balance
and gender diversity, and the
continued improvement of
labour relations.

Be a top performer in
shareholder return in the
European postal sector and
the PSI 20, build a reference
shareholder base and be a
model of transparency in the
relationship with the capital
markets.

Be the incumbent of a
sustainable universal postal
service that meets the
needs of the population, be a
trusted brand recognised by
the population and the local
authorities, and be a reference
in social and environmental
sustainability.

Value creation

Proximity

Trust

Be the physical and digital
site where people can find
a variety of services and
products that are simple,
affordable and close.
Be recognized as a simpler,
closer, uncomplicated bank.

Partnership

… ensuring excellence in delivery

Preserve the value
of the Mail business

Consolidate our Iberian
position, leading in Portugal
and growing in Spain

Outputs

Growth

Be one of the largest
non-specialised retail
networks in Portugal

Diversification

+ value for customers:
services and quality

+ value for shareholders:
financial strength

+ innovation

Valuing and training
the employees

EC7

EC8

G2

G4

Be an innovative
and fast-growing
banking operator

Efficiency

+ trust and proximity to
citizens, contributing to their
development
Contribution to a more
sustainable ecosystem:
environmental responsibility

G8

G17

Develop new businesses,
promoting the diversification
of profits

Innovation

Ensure the USO and other
CTT awarded services
Cultural and digital
transformation
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2.3.
Sustainable
Development Goals
The United Nations Sustainable Development Goals
(SDG) have become an essential work instrument
for companies, as they work as guidelines to support
them in the definition, implementation, communication
and reporting of their strategies, goals and activities.
The SDG has 17 priority topics identified and endorsed
by 190 countries at a global level, for the preservation
of the planet and the dignity of human beings.

21

CTT has identified various value
and supply chains for its business
activities that are distinctive from
one another. In this exercise,
the value chain of the postal,
express and parcels business was
adopted, due to being one of the
most significant.
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Apart from aligning its environmental management
strategy with the priority SDG for the sector,
derived from a study of the IPC (International Post
Corporation), CTT mapped and prioritised the SDG
for its value chain21, using SDG Compass methodology
developed by the WBCSD, UN Global Compact
and GRI.

the value chain, taking into account the risks and
opportunities.
CTT has joined the A New Deal for Europe: a Europe
with a shared sustainable vision for its future initiative
launched by PostEurop, which seeks to contribute
to a more sustainable Europe, by achieving the SDG.
The CEO is committed to boosting the development
of CTT's business in a more sustainable manner,
supporting the fight against climate change, the pursuit
of carbon neutrality, the preservation of biodiversity
and the promotion of fairness and social inclusion.

The SDG that could contribute to fostering positive
impacts or mitigating/preventing negative impacts
were identified and allocated to each phase of

The majority of these goals are already incorporated in
CTT's activities and programmes, in various aspects,
and feature in the table on Sustainability Commitments
(Annex III). Consultation of the SDG Compass corporate
indicators supported the identification and choice of CTT's
specific indicators and goals, listed below, merely for
illustrative purposes .

Good health and well-being
Focused on road accident goals
Reduce accident rate by: 5%
Fatal accidents: 0

Quality education
Focused on training goals
Volume of training: 316 thousand hours
Training effort rate: 1.45%

Affordable and clean energy
Focused on renewable
energy and energy efficiency goals
Acquire 100% of electricity
of renewable origin
Improve the efficiency of CTT's
own fleet in 2018-2020: 5%

Decent work and economic growth
Focused on goals related to labour conditions
and access to financial services
Increased satisfaction with working conditions
Expand the banking business

Sustainable cities and communities
Focused on electric mobility
Expand the electric fleet
Test more ecological fleet solutions

Responsible consumption and production
Focused on the eco portfolio
“Green” Mail offer
Express offer, carbon offsetting

Climate action
Focused on carbon management,
Compliance with international norms
and Environmental education
Reduce emissions per postal item between
2013 and 2025: 20%
Train employees in eco-efficient driving: 320

Peace, justice and effective institutions
Focused on anti-corruption and bribery, governance
and ethics, and engagement with stakeholders
Extending de training on the Code of Conduct:
1,000 employees
Training on the Code of Conduct for Prevention
and Combat of Harassment at Work: 2,000 employees
Hold periodic meetings of the Sustainability Committee
Promote communication segmented by stakeholders

EN19

EN27

LA6

SO4
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2.4.
Analysis of Materiality
The analysis of materiality reflects inputs derived
from the last exercise of hearing the stakeholders,
conducted by CTT in conformity with the guidelines
of Standard AA1000SES. This enabled the mapping,

identification of the relevant topics and critical
stakeholders of the Company, and consequently the
definition of the stakeholder engagement strategy,
which has been applied systematically. A new exercise

RESPONSIBILITY

E
International sector
entities
Other suppliers

D

A

B

Recipient Customers
BenefIciaries

Shareholders
Employees
Express/Courier Operators
S/M Clients
Public Administration
Unions
Large Clients
Business Partners
Other Major Suppliers
Regulators
Workers Council

Banks and
Insurance Cos.
Other investors

G
Mail Retail Clients
NGOs
Sponsored Entities

C

DEPENDENCE

F
Public (Public Opinion)
Associations
Financial operators
Press
Social networks
TV and Radio
Unions
Mail operators
(unadressed mail)

INFLUENCE

Figure 1 – Mapping of the Stakeholders
Source: Hearing of stakeholders - PWC.
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was started in 2019 which will be completed during
2020, with the expected identification of critical new
topics, in order to enable CTT's proper positioning in
relation to these stakeholders' needs and perceptions.

the decision-making process and definition of priority
action on matters of sustainability.
The hierarchisation of the topics took into account
the relevance criteria indicated by AA1000SES Stakeholder Engagement Standard (relationship
with commitments or policies, financial effects in the
organisation, legal compliance and benchmark analysis),
supplemented with an assessment of impact against
probability of occurrence. The perceptions and points
of view of the stakeholders were crossed with the
management's vision, gave rise to the materiality matrix.

The materiality matrix
and material topics
The resulting matrix for the year positioned the critical
needs in a different way, pointing to the need for a
greater focus on these and others. This has been an
instrument of support to the senior management in

The results pointed out at 6 material topics, 5 potentially material
topics and 8 emerging topics with impact on CTT sustainability.
100
90

Clients and client satisfaction

Importance of the topic for the stakeholders (%)

80

Ethics, Transparency
and Anti Corruption

Economic performance
and value created

70

Relation with employees

60

Indirect Economic
Impacts

50

Socially and environmentally
Diversity and equal
responsible products and services
Biodiversity and sustainable opportunities
30
paper management
Social requirements
Waste management
of the supply chain

40

20

Public Policy

Respect for
Human Rights

Data protection and security

Energy, CO2 Emissions
and Climate Change

Legal conformance

Development and training
of employees

Community engagement

Health and safety at work

Environmental requirements
of the supply chain

10
0

0

1

2

3

4

5

6

7

Importance of the topic for CTT

Figure 2 – Materiality Matrix
Source: Hearing of stakeholders - PWC

54

G25

STRATEGIC BACKGROUND

The results of the materiality analysis and the level
of criticality attributed to the different topics are
reflected in the selection of the contents of the present
report and in the emphasis given to them. However,
we continue to present data on other issues that are

Material topics

less critical, due to considering them pertinent to the
presentation of our accounts, to engagement with the
stakeholders, and to contribute to the achievement
of the SDG, which is the case of sustainable marketing,
biodiversity and equal opportunities, among others.

Potentially material topics

Customers and customer
satisfaction

Ethics, transparency/
anti-corruption

Economic performance

Legal compliance

Energy, CO2 emissions
and climate change

Engagement with the community

Relations with employees
Employee development
and training

Diversity and equal opportunities
Occupational health and safety

Data protection and security

Emerging topics
Indirect economic impacts
Environmentally responsible
products and services
Environmental requirements
of the supplier chain
Biodiversity and sustainable
paper management
Waste management
Respect for human rights
Social requirements of the
supplier chain
Public policy

The stakeholders were requested to comment,
irrespective of the relevance of the topics, on
the respective performance. The results of the
exercise, in line with other polls, studies and surveys
conducted among customers and the population in
general revealed that CTT has a strong presence in
the market and that the stakeholder's perception of
the Company's responses and adopted measures
is in general very favourable. All the suppliers and
partners consider that CTT shows a clear vision

G19

G20

G21

of its responsibilities in the economic, social and
environmental pillars, followed by 92% of the
employees, 75% of the capital market, 66.7% of the
community and 58.3% of the customers.
The opportunities for improvement identified
strengthening communication on sustainability
activities carried out and focus on segmented
communication, in particular to the capital market
and customers.
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2.5.
Stakeholder
Engagement
The different forms and means of engagement
used have been reflected in practice in regular
actions of consultation, dialogue and monitoring
of stakeholder needs and satisfaction, such as
through surveys, answers in writing to institutional
investors, research analysts, other investors
and public in general, in-house meetings with
customers, market analysts and investors,
shareholders, hosting of visits, conferences,
working parties, panels, newsletters, release of
privileged information, reports, qualifying holdings
relative to transactions and acquisitions and other
types of external and internal communication
which the Company undertakes in its daily activity.

The hearing of stakeholders carried out previously
continued to support us in the definition of the stakeholder
engagement strategy and to identify stakeholders that
could benefit from stronger communication. The hearing
exercise underway will enable us to update and refine our
strategy of engagement with critical stakeholders.
The communication channels, the most common
approaches and some of the measures implemented
during this year to meet stakeholder expectations are
listed below. CTT's objective is to establish effective,
permanent and transparent engagement with its
stakeholders, reinforcing all forms and channels
of hearing and involvement.

Table 1 – List of stakeholders and forms of engagement
Critical
stakeholders

Expectations
and needs

Forms of communication with
stakeholders and their hearing

Shareholders
and Investors

Provision of clear, transparent and
timely information that enables
knowing the Company's evolution
and its economic, financial and
governance

Quarterly, half-yearly and annual
reporting presented in a rigorous,
reliable and consistent manner through
submission of press releases, halfyearly and annual reports and financial
statements disclosed on the Company
and CMVM websites

Dividend Payment

Participation in conferences,
roadshows, meetings and video
conferences with investors and
market analysts

Maintenance and deepening of engagement
with the stakeholders through participation
conferences, roadshows, meetings, video
conferences and webcasts to disclose results
and communicate management guidance in
relation to the business strategy

Management alignment with
shareholder guidelines

Clarification of shareholders and other
investors through the telephone line
and mailbox provided for the purpose

Regulators

Quality of service of the Universal
Postal Service
Prices of the Universal
Postal Service

Information on services
Participation in hearings and/or public
consultations of draft decisions
Regular reporting of indicators

Criteria for density of the postal
network and minimum service
offers

Regular answering of requests for
information and clarifications

Compliance with market
competition rules

Measures adopted

Social and environmental initiatives
and investments
Ongoing communication with market analysts,
seeking to increase the number of analysts that
cover the CTT shares

Participation in business environment and
sustainability ratings
Procedure for collection and organisation
of information for compliance with
reporting requirements
Compliance with the universal service
obligations on matters of quality, prices
and network coverage
Maintenance of a cost accounting system and
calculation of the net cost of the universal
system (CLSU)
Monitoring of the application of
Community and national principles and rules
on market competition
Answering of requests for information
of the Regulators
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Critical
stakeholders

Expectations
and needs

Forms of communication with
stakeholders and their hearing

Measures adopted

Other Legal
Authorities

Audits

Company best practice

Regular provision of information

Clarification meetings

Company strategy

Legislative compliance

Ethics and transparency

Compliance with the legal
and contractual requirements

Regular reporting

Customers

Information campaigns

Improved customer satisfaction

Reliability and trust

Personalised and permanent
communication

Launch and reformulation of new customised
business solutions

Convenience

After-sales actions

212 Banco CTT branches

Satisfaction

Advertising and accessibility
of the information

Environmentally more responsible operating
model (fleet and buildings)

Proactive management of failings

Studies on the adequacy of the offer of products
and services

Best products at accessible prices,
i.e. better quality/price relationship

Flexibility and customisation
Security of postal items
(accountability)
Security of the banking operations
Geographic coverage
and accessibility

Competitors

Key Account Managers, managers of
large accounts and customer managers

Consolidation of the ecological portfolio
(products and services)

Market studies

Responsibility and
environmental image

Regular surveys on delivery and
counter service services

Closer and more frequent relations
(newsletters, portals, focus groups,
satisfaction assessment studies,
etc.)

Decentralised meetings of the
Management with customers

Participation in initiatives
of common interest

Participation in forums

Compliance with market rules

Participation in benchmarking exercises

Intervention in joint projects, in the context
of sectoral bodies

Sector benchmarking
Provision of access to the network

Employees

Call centre /attendance lines

Stability (employment security,
wage, social protection)
Adequate remunerations

Representation in bodies of the
postal sector

Information in due time
Personalised communication through
the leadership/dialogue chain

Widespread disclosure of work-related
information
Continuity of the Hygiene &Safety programme

Team meetings

Assessment of working conditions
Modernisation and renovation of infrastructure
and equipment

Good working conditions

Written internal communication
(magazine, thematic newsletters,
electronic formats, letters, intranet)

Recognition of merit

Training

Participative management

Forums

Maintenance of social support
measures

Systems for suggestions

Opportunities for career
development and professional
progression

Equal opportunities and
management of the diversity
Better work-family balance

Surveys

Training on safe/defensive/ecological driving
88% of the employees covered by training
Participation in the INOV+ programme
Companies for Gender Equality
Trainee programmes
Integration of trainees in voluntary
work projects

Retirement conditions
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Critical
stakeholders

Expectations
and needs

Forms of communication with
stakeholders and their hearing

Measures adopted

Unions/
Workers
Committee

Respect for their opinions/positions

Monthly and/or extraordinary meetings
with the senior management

Review of the Company Agreement salary
component signed

Consultation on matters of
corporate responsibility

Meetings with Union Organisations and
Associations Representing Functional
Groups, whenever necessary

90.4% of the employees covered by collective
bargaining agreements

Participation in collective bargaining
and contracting processes

Relevant communication management

Transparent negotiation

Pay increase of 0.8% to 1.2%, with minimum
increase of €10
Harmonisation of work hours

Compliance with Public Service
Obligations
Maintenance of social support
measures to the employees and
their family

Suppliers

Equal opportunities and
transparency (clear rules)

Information and communication
of company projects

High standards in social, human rights
and environmental requirements

Compliance with payment
and other deadlines

Sustainable procurement
policy – contractual clauses

Eco-friendly Procurement Policy – compliance
with the objectives

Increased volume of new supplies

Regular communication on
non-compliance in supplies –
opportunity for improvement

Participation in the development of new
products/services and improvement
of those existing

Electronic platform

Invitation of suppliers to meetings for
presentation of products/services provided

Tightening of relations
Recording of suppliers for the
different procurement categories
Qualification of suppliers

Implementation of an electronic platform

Assessment of suppliers

Media

Access to reliable and relevant
information

Media Advisory (direct contact
with the media)

Communication to the market

Press Releases

Disclosure of information on the services,
projects, results and other aspects
of corporate life

Press conferences
Presence in the social networks
Reporting

Community

Compliance with Public Service
Obligations
Proximity/presence in the field

Support to social inclusion:

CTT website

•9
 5% of accessibility to post offices by
people with reduced mobility

Stimulation of the local economy

Presence in the local and national
press and social media

Capacity of communication/
dialogue with local partners

Direct contact with the postman and
counter service personnel

Accessibility to the services

Awareness-raising on the topic
of sustainability with 11 philatelic
issues and book edition, among other
items. Topics: culture, biodiversity,
environmental and historical
personalities (printing of
3.6 million items)

Good corporate citizenship, in social
and environmental terms
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Direct/personalised information

G11

• c ollection of donations through
Payshop agents
•2
 2 voluntary work initiatives
Renovation of CTT post office premises
Environmental programme – reduction
of energy consumption and emissions
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Memberships and significant
participation
In the context of the Company's sustainability strategy,
CTT is a member and develops joint activities with
BCSD Portugal (Business Council for Sustainable
Development), APQ (Portuguese Association for
Quality), APCE (Portuguese Association of Corporate
Communication), APEE (Portuguese Association
of Business Ethics) and APVE (Portuguese Electric
Vehicle Association).
CTT is also a member of APDC (Portuguese
Association for the Development of Communication),
APAN (Portuguese Advertisers Association),
ICAP (Civil Advertising Self-Discipline Agency),
COTEC (Business Association for Innovation), APEL
(Portuguese Association of Publishers and Book
Sellers), IPAI (Portuguese Internal Audit Institute)
and IPCG (Portuguese Corporate Governance
Institute), among others.
As a founding member of the Universal Postal Union
(UPU), CTT is present in a number of other affiliated
organisations such as PostEurop (Association of
European Public Postal Operators), UPAEP (Postal
Union of the Americas, Spain and Portugal), Euromed
(Postal Union of the Mediterranean) and AICEP
(International Association for Portuguese Expression
Communications).
CTT was elected in 2016 to represent Portugal, for
four years, at the of Postal Operations Council of UPU
and as member of the Board of Directors of PostEurop,
for three years. In this body, CTT holds the position
of Vice-Chairman of the Environment working party
and Chairman of the Innovation Forum. CTT is also a
member of IPC – International Post Corporation.

2.6.
Corporate Ethics
Training actions in e-learning format on the contents
of the Codes of Conduct ("CTT and Subsidiaries"
and "CTT and Bank") and "Code of Good Conduct for
the Prevention and Combat of Harassment" were
successfully completed by 670 and 1,180 employees,
respectively, this year.
The activity of the Ethics Committee, in addition to
monitoring the communications received in the existing
channels on any breaches of the Code of Conduct,
or forwarded by the Audit Committee (CAUD), under
the procedures established for the communication of
irregularities (whistleblowing), focused on monitoring
the indices of training on the CTT and Subsidiaries
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Code of Conduct and the Code of Good Conduct for the
Prevention and Combat of Harassment at Work, as well
as the analysis of indicators on the evolution of cases in
disciplinary and work-related litigation areas related to
topics of harassment, equality and non-discrimination,
loyalty, secrecy, confidentiality and data protection,
external activities and conflicts of interest, and other
rules of conduct.
The responsibility for the technical support provided to
the Ethics Committee relative to the operationalisation
of the system of communication of irregularities/
whistleblowing is entrusted to the Audit and Quality
Department, which assures the confidential handling
of the received communications and assures the
principle of non-retaliation in relation to the persons
reporting irregularities.
Procedures are defined for the communication
of irregularities (whistleblowing) elated to
non-compliance with rules on conduct, which are
appraised and decided upon by the Ethics Committee,
which also ensures the handling of irregularities
which, under the Regulation on Procedures for
Communication of Irregularities (RPCI), are conveyed
by the Audit Committee for analysis and confirmation
of sufficient grounds to investigate.
In 2019, the Ethics Committee received 10
communications that were appraised and decided,
with a view to assessing any irregularities related
to non-compliance with rules on conduct and combat
of harassment. Six were closed as they did not fall
within matters of ethics/conduct, and the other six
were analysed by the competent service. Under
the RPCI no cases were received for handling.
We also highlight the activity developed by the
Compliance division which, under the provision
of financial services and following the application
of current procedures regarding the identification
and reporting of suspicions of money laundering
and terrorist financing, 136 reports were made to
the entities laid down in current legislation (DCIAP
- Central Department for Investigation and Penal
Action and UIF/PJ - Financial Intelligence Unit of the
Criminal Investigation Police), covering financial
service operations provided by CTT that came
to approximately 9 million euros.
Also in this context, special note is made of the
new training action ministered during the year
(in e-learning format) on prevention of money
laundering and terrorist financing, prevention of
money laundering and terrorist financing, developed
in coordination with the IFB (Portuguese Bank Training
Institute) aimed at the employees more directly
involved in the marketing of financial products,
which was attended by 2,283 employees.
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Procedures are in force at the Company to identify
active and passive perpetrators of situations of bribery
and corruption with a view to their placement within
the legal-criminal system. In this context, accusations
and claims are investigated and an analysis is made
of procedures and practices which may lead to or
represent irregular or corrupt behaviour.
As a result of the audit and inspection actions,
121 CTT post offices, 81 CTT access points and 87
postal delivery offices were audited, representing,
respectively, 22%, 23% and 40% of the eligible total
number., CTT access points correspond to customer
service units with transactions with an average
remuneration equal to or above €200/month.
Following the investigations prior to disciplinary
hearings, there were 5 unilateral terminations of
employment contracts.
All the operations of Banco CTT are submitted to risk
assessment. The customers and transactions made
are analysed according to the risk they might represent
in terms of use of Banco CTT for purposes of money
laundering or terrorist financing (which includes the
crime of corruption).
The relevant relations with financial and non-financial
counterparts are also subject to a due diligence
process which seeks to prevent the conduct of
business with entities that show risks of money
laundering or might represent reputation risks, due
to being involved in financial crimes or associated to
practices of corruption.
No cases of fraud or other offences were recorded.
Banco CTT has an Anti-Money Laundering and Terrorist
Financing Policy (PBCFT) and a series of processes
and procedures aimed at assuring compliance with the
legal requirements and mitigating the risks of Banco
CTT being used for these purposes. Annually, a team
of external auditors makes an assessment of the
processes and procedures and conducts effectivity
tests. No significant risks were detected in relation to
corruption in the assessments carried out.

CTT assures the safeguarding of the Company's
responsibilities on legal matters and complies
with the Code of Advertising and Marketing
Communication Practice of the ICC (International
Chamber of Commerce), being represented at and
a member of ICAP (Civil Advertising Self-discipline
Agency) and APAN (Portuguese Advertisers
Association). CTT complies with codes/regulations,
such as the Code of Conduct on Advertising Matters
and the Code of Fair Practices on Environmental
Advertising, among others. CTT abides by the
self-discipline that the industry impose upon itself,
with the objective of ensuring, quickly and efficiently,
respect for the rules in advertising communication.
The Company's Code of Conduct is clear in relation
to marketing and advertising practices, with
compulsory disclosure of correct and accurate
information on the marketed products and services,
namely their technical characteristics, after-sales
assistance, prices and payment terms.
ANACOM (National Authority on Communications)
is responsible for the regulation and supervision
of the postal sector. CTT's activity, as a universal
postal service provider, is annually subject to two
types of audits:
• Audit of the quality of service indicators and
information request system of CTT to verify
the reliability of the results and adequacy of
the methodology for determining the quality of
service levels. Following the audits relative to
2016 and 2017, completed in 2018, ANACOM made
adjustments to the system of measurement of
quality of service indicators, implemented on
1 January 2019. The audit relative to 2018 is still
underway.

There were 410 occurrences/proceedings relative
to non-compliance with labour laws and regulations,

• Audit of CTT's cost accounting system, to check
the conformity of the system and the obtained
results, as well as compliance with national and
international rules, standards and good practices.
On 18 June 2019, ANACOM approved the decision
relative to the results of this financial year, according
to which this entity identified new criteria for the
division of expenses between the Company's
postal activity and banking activity, determining the
reformulation of the cost accounting for 2016 and
2017, in this aspect. CTT delivered the reformulated
results relative to these years, as well as the results
of 2018, pursuant to the new criteria during the
second semester, and is awaiting the completion
of the audits.
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Compliance with ethical requirements
CTT was charged with a €2,131.94 fine pursuant to
laws and regulations relative to products and services.
The Company was not the object of any lawsuits in the
context of unfair competition and anti-trust conduct
with application of significant fines or non-monetary
penalties, derived from non-compliance with
environmental or corporate laws and regulations.
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with 64 having been resolved in addition to 361
of previous years.
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2.7
Risk Management
2.7.1. Description of the risk
management process
The risks arising from the activity of CTT and its
subsidiaries are managed pursuant to the manner
described in the Regulations of the Risk Management
System approved by the Board of Directors. This
document, in addition to establishing guiding
standards, principles and procedures for Risk
Management, defines duties, responsibilities and
governance model, ensuring the implementation
of a framework supporting the decision-making
process, taking into consideration the risks to which
CTT is exposed.
Under the banking activity, Banco CTT has an
independent risk management system, based on a set
of concepts, principles, rules and on an organizational
model applicable and adjusted to the specificities and
to the regulatory framework of its activity. However,

a model has been established for articulation between
the areas responsible for the Risk Management of
CTT and Banco CTT, in order to ensure an alignment
relative to the main interdependent risks.
The risk profile is viewed as the main output of the
process, reflecting the vision of a given moment
on the events that, should they occur, could adversely
affect the achievement of the strategic objectives,
compromising CTT's sustainability. The review and
continuous updating of the risk profile is, therefore,
fundamental, and is based on a dynamic process
consisting of four sequential and interrelated phases,
fed by a series of inputs, as illustrated in the
figure below:

Figure 3 – Risk Management
Integrated Risk Management System

Stage II
Assessment

Strategic
Planning

Stage I
Identification
Identification, analysis
& rating of risk events

External sources
of information

Stage III
Mitigation

Articulation Models
Internal Audit
Banco CTT
Other areas

Stage IV
Monitoring & reporting

Risk Profile

Consultation of the
Organization

Evaluation of the residual
risk (remaining risk considering
all the existing controls
at the moment of the evaluation)
and assessment of the level
of risk exposure

Definition of the risk
response strategy,
and identification
& implementation of
risk mitigation actions

Definition and monitoring
of Key Risk Indicators - KRI
and monitoring of the risk
mitigation actions

Independent
Audit
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The risks identified during Phase I are assessed in
Phase II according to qualitative and quantitative
criteria in terms of probability of occurrence, impact
and speed of materialisation of the effect, pursuant to
the guidelines established in the Regulations of the
Risk Management System.
The level of exposure to risk arises from the combination
of its probability and impact. During Phase III, if the level
of exposure to a particular risk is higher than the stipulated
appetite, corrective or mitigating actions are defined
and implemented, aimed at reducing the exposure by
lowering the probability and/or impact. The risk appetite
is thus reflected in the maximum level of exposure that
CTT consciously undertakes and is willing to accept in
the pursuit of its strategy, taking into account its business
principles, policies and procedures, as well as the fact that
it operates in strongly regulated markets. The risk appetite
is reviewed annually and is defined by type of risk,
according to the approved classifications.
The evolution of CTT's main risks (those with higher
level of exposure) monitored in Phase IV through

Supervise and assess
“3rd line of defence”

Define policies and
monitor/check
“2nd line of defence”

Implement and manage
“1st line of defence”
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Key Risk Indicators (KRI). The KRI operate as
a barometer of CTT's current level of exposure
to risks, warning, in due time, of possible changes
of the probability of occurrence and/or impact of
the risk event. Each KRI as a defined objective and
a tolerance level. Surpassing this tolerance level
could mean that CTT will incur financial losses
that are higher than expected (value-at-risk), thus
requiring the adoption of immediate response
measures. In some cases, in order to maximise
the efficacy of the KRI, action plans are defined
a priori with specific mitigation measures whose
implementation is conditioned to the surpassing
of the defined tolerance levels for the KRI.

Governance Model
At CTT, risk management and control are
undertaken by the entire organisational structure,
involving the top management down to the more
operational levels, through a model of "3 lines
of defence" based on Audit and Internal Control
best practice:

Audit Committee

Board of Directors

Audit & Quality Department

Executive Committee

Risk Management Committee

Finance & Risk Department

Corporate Departments

Business Units

SO3
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The Board of Directors approves CTT's main risk
policies and guidelines, defining its profile and
objectives on risk-taking matters and creating
systems for their control. CTT assesses the efficacy
of the risk management system on an annual basis,
with a view to ensuring that the risks effectively
incurred are consistent with the defined objectives.
The Audit Committee supervises and appraises
the risk management policies and system, and may
propose measures to the Executive Committee aimed
at improving their functioning. It also monitors and
appraises the profile and objectives on matters
of risk-taking, the levels of exposure to risk and the
mitigation measures in this context.
The Executive Committee approves CTT's risk profile
and levels of exposure to risk, as well as the models,
processes and procedures for risk management,
in addition to the proposed mitigation initiatives,
ensuring their implementation and taking into account
the terms and objectives defined and approved by
the Board of Directors.
The Risk Management Committee supports the
Executive Committee in the process of preparation
and approval of the risk management strategies and
policies, monitoring their implementation.
The Finance and Risk Department, directly dependent
on the Executive Committee (hierarchically reporting

Business
affected

Evolution

Risk rationale

to the Chief Financial Officer (“CFO”)), is responsible
for the centralised coordination of the risk
management system of CTT and the planning and
implementation of risk management programmes
supported by the Company's Regulations of the Risk
Management System.
The Audit and Quality Department assesses the
quality and efficacy of the Risk Management system
and identifies and characterises risk events under the
audit activities carried out.
All the remaining corporate departments and business
units operationalise the approved risk management
policies and procedures, and propose mitigation
actions for the main risks identified.

2.7.2. Identification of
risks (risk matrix) and CTT
response
The main risks faced by CTT during the
implementation of its strategy and business
processes are described in the following table.
For each risk, its rationale is presented, its applicable
classification, the business segments affected,
a brief description of the mitigation strategies
implemented, the trend of evolution in relation to
the previous year:

Mitigation

Competition
Category: Strategic
Sub-Category: Competitiveness
Although no new operators emerged in the market in
2019, the competitive pressure on the CTT Postal business
remained strong. In the Express & Parcels business,
e-commerce continues to boost market growth, making
it increasingly globalised and attractive to the entrance
of new players. In this context, CTT might not have
sufficient response capacity and agility in relation to the
offers of the competition, and could thus lose customers
or be forced to lower its prices.
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As a modern company, attentive to the market and
to customer needs, CTT continues to focus on the
development of products that integrate its existing skills
and assets, continuously innovating its portfolio, adjusting
its pricing ad seeking to explore emerging market niches.
With a view to boosting the Express & Parcels business and,
in particular, e-commerce, CTT launched Dott marketplace,
in 2019, arising from a partnership with Sonae, and the
CTT Now service to meet the need for rapid deliveries in
up to 2 hours in Greater Lisbon. CTT also made important
agreements with Amazon for non-exclusive delivery
of parcels in Portugal and with Santa Casa da Misericórdia
for delivery of social gambling to the establishments
of its network of mediators.
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Business
affected

Evolution

Risk rationale

Mitigation

Iberian CEP (Courier Express and Parcels) challenge
Category: Strategic
Sub-Category: Competitiveness
The CEP market in Spain is eight times larger than the
Portuguese market and is growing faster than the Spanish
economy (six times larger than the Portuguese) driven by
e-commerce. Although CTT maintains leadership in last
mile delivery in Portugal, an important presence in Spain
is fundamental to strengthen CTT's business, especially
as the cross-border flows are also very significant and
growing in both countries. If CTT is unable to consolidate
its position in the Iberian CEP market, and as this is a
crucial driver of growth in response to the decline of the
traditional postal business, the effects on its results will be
fairly adverse.

CTT's strategy for the Express & Parcels business aims
to develop and consolidate its positioning as a strong
reference Iberian operator, with an integrated operation
in Portugal and Spain. Accordingly, a plan of investment
in CTT Expresso Spain is underway, with the aim being
for the operation in Spain to begin showing profit from
2021. In addition to the rebranding this turnaround
plan foresees strong investment in reinforcement of
equipment with a view to achieving higher levels of
automation and, consequently, efficiency and control
of delivery. The plan will be managed by a team with
extensive knowledge and experience in the sector, hired
for this very purpose.

Operational Transformation Plan
Category: Strategic
Sub-Category: Competitiveness
At the end of 2017, CTT presented the market with an
ambitious Operational Transformation Plan focused on
the postal business, in order to improve its profitability,
strengthen quality of service and lend support to the
Company's transformation in the medium term. Risk
arises from the possibility of the plan's objectives not
being reached, namely impact on EBITDA.

In order to strengthen the focus on the implementation
of the Operational Transformation Plan, CTT has
operated an implementation and governance model
with ongoing involvement of the Executive Committee
and follow-up by the Board of Directors, through
the Implementation Monitoring Committee of the
Implementation led by the Chairman of the Board of
Directors and Non-Executive Directors, including the
Non-Executive Director representing the shareholders.
CTT will continue to implement the Operational
Transformation Plan, with a view to surpassing the
savings goals previously announced to the market,
which were once again achieved in 2019.

Public image
Category: Strategic
Sub-Category: Brand/Reputation
CTT's image and reputation and the confidence and trust
of the Customers, investors and other stakeholders in
the brand are key factors for success. For this reason, the
occurrence of events triggering negative media pressure
on CTT's image could give rise to materially adverse
effects on the Company's business and results.
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Aware of the challenges of current communication and
the imperative need to defend and preserve its image
among its key stakeholders, CTT has maintained its
priority on communication focused on proactiveness,
anticipation, clarity and positivism.
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Business
affected

Evolution

Risk rationale

Mitigation

Performance of Banco CTT
Category: Strategic
Sub-Category: Competitiveness
Banco CTT is a recent bank operating in a very competitive
atmosphere. In this context, the adoption of appropriate
strategies and the agility in adapting them according
to the evolution of the surrounding environment and the
identification of new opportunities are vital. Any deviation
from the business plan could negatively affect the
Group's net profit.

Banco CTT actively manages its strategic risk through
continuous reviews of its business plan according to
the evolution of the actual business, economic and
competitive changes and of market conditions. In 2019,
Banco CTT completed the acquisition of the entirety
of the share capital of 321 Crédito. This acquisition was
part of Banco CTT's development strategy, introducing
a new business line, generating funding synergies and
optimising the consolidated balance sheet through
a significant increase of the loan portfolio and
loan-to-deposit ratio from about 30% to more than 70%.

Cybersecurity
Category: Operational
Sub-Category: IT
In view of the increasingly stronger dependence
on information technologies in CTT's business lines,
the security and protection of information is a very
critical issue. In addition to deliberate or unintentional
behavioural failures of CTT employees or third parties,
nowadays there are grounds to be particularly concerned
about the growth in terms of volume and sophistication
of cyber-attacks to companies and even States. If CTT
should be the target of this type of crime, it could have
to face disruptions in its activity, unforeseen costs, loss
of sensitive data, application of penalties and/or high
reputation damages.

CTT has invested in its information security solutions,
strengthening standards of robustness and quality,
and implementing control procedures and tools to identify
vulnerabilities and threats. Training actions are carried
out regularly aimed at enhancing the culture and attitude
of extra protection of information in the entire Company.
Banco CTT has developed a security programme to assure
the privacy of sensitive data of its customers and to defend
the infrastructures, systems and other critical assets against
threats of fraud, cybercrime, theft or loss of information

Universal Service performance goals
Category: Strategic
Sub-Category: Regulation/Universal Service
As a provider of the Universal Postal Service, CTT
is required to comply with a series of quality of service
parameters. The new table of indicators to which CTT
is now subject in 2019 is much more exacting than the
previous, not only because the number of indicators has
increased (more than doubled, a trend contrary to the
observed at a European level) but also because goals
have been established that are overly ambitious
and in some cases statistically unachievable.
Non-compliance with the quality of service indicators by
CTT will be reflected in the application of the compensation
mechanism for users, which consists in deduction of the
price variation permitted in the following year.
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CTT is committed to providing a high-quality postal
service, in accordance with best practice at a European
level, with reference to proportional and feasible
goals, adjusted to the needs of the users. Considering
that the approval of the new quality parameters and
performance objectives of the Universal Postal Service
is disproportional and inappropriate, going far beyond
current practices and European trends in this matter,
CTT has requested the declaration of invalidity of
the decision of the Regulator (ANACOM), via arbitral
and administrative action.
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Mitigation

Occupational accidents
Category: Operational
Sub-Category: Human Resources
CTT's business is labour intensive and requires
a large number of employees, especially in the
operational areas. Despite the ongoing effort to prevent
occupational accidents caused by road or other incidents,
the occurrence of occupational accidents is a latent
problem and constitutes a significant risk in such
a huge labour force.

Under its Occupational Health and Safety Policy, CTT
is committed to ensure that all its employees have safe
conditions in all aspects of their work, with a view to
preventing injuries and health problems. About 90%
of occupational accidents occur in the operational
areas; therefore, this is where most effort has been
concentrated in reducing accident rates, namely through
recurring awareness-raising campaigns and specific
training actions.

E-substitution
Category: External
Sub-Category: Macro-trends
The intensification of the phenomenon of digitalisation
and replacement of physical mail by other forms of digital
communication have led to a continuous decline of postal
volumes. The postal market has lost more than 50% of its
addressed mail volumes since 2001. In recent years there
has been an increased speed of decline, with the trend
having exacerbated in 2019, exerting pressure on CTT's
operating revenues which are still very dependent
on the Mail business.

In order to respond to the systematic fall of addressed
mail volumes, CTT has progressively focused on
diversification of the business, particularly driven by
Express & Parcels and Banco CTT. At the same time, the
main objective of the implementation of the Operational
Transformation Plan is the restructuring of the postal
business, seeking to adjust the fixed cost structure
to medium term needs, maintaining high operational
standards. In 2019, CTT also joined the launch in
Portugal of the Keep Me Posted initiative – The Citizen's
Right to Choose aimed at promoting the freedom of
choice of citizens in relation to physical or digital formats
of correspondence.

Regulatory changes
Category: External
Sub-Category: Political
As a Universal Postal Service provider, CTT operates in
an intensely regulated environment, and is subject to a
significant number of legal and regulatory requirements
relative to the pricing regime, parameters of provision of
the Universal Postal Service and quality of service. The
alteration of these requirements, of their application or
interpretation could lead to a significant increase of the
costs associated to their compliance and consequent
adverse effect on CTT's results. Also in terms of the
configuration of the aspects of execution of the future
Universal Postal Service concession contract, we cannot
exclude the possible aggravation of the level of exigency
and complexity of the conditions and requirements that
may be defined and presented, that, in a scenario in which
CTT continues with the mission of providing a public
service, would represent an additional risk.
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CTT is ruled by the conduct of active regulatory
management, able to drive the sustainability of the
Universal Postal Service. For this reason, regulatory
certainty and predictability are essential conditions
for the provision of a public service with high levels
of quality and proximity to the population. In 2019,
disagreeing with the grounds and scope of the
measure, CTT resorted to the administrative courts to
contest a deliberation of the Regulator on changes to
the system of measurement of the quality of service
indicators. Under the preparation of the new contractual
framework of the Universal Postal Service concession,
CTT participated in the Public Consultation promoted
by ANACOM and requested by the Government to
gather contributions on the terms and conditions that
should be associated to the provision of the Universal
Postal Service, its specifications, the need to nominate
a Universal Postal Service provider in its different
components, and the interest of postal operators in
providing this service.
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Mitigation

Extreme climate phenomena
Category: External
Sub-Category: Disasters
The increased frequency and severity of extreme
phenomena associated with climate change, such as
droughts, floods, cold or heat waves, have become a major
concern of societies at a worldwide scale. The risk to CTT
arises from the potentially devastating effects caused by
the occurrence of this type of phenomena and the direct
economic losses derived thereof.

The damages (human and material) to buildings and
the fleet caused by extreme weather conditions are
covered by insurance. In case these phenomena occur,
CTT has established communication channels with the
authorities, namely the Civil Protection, aimed at ensuring
the protection of the facilities and its employees.

Environmental damage
Category: Strategic
Sub-Category: Brand/Reputation
CTT's activity implies direct and indirect environmental
impacts, namely the depletion of energy resources of
fossil origin, the emission of atmospheric pollutants, in
particular greenhouse gas emissions, the consumption
of natural resources (e.g. paper and water), potential
soil contamination and effluents due to waste
produced by CTT and noise emission. Risks arise from
reputation damage due to a perception of CTT as an
environmentally unfriendly company.
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In order to minimise its carbon footprint, CTT has
implemented certified environmental management
programmes and systems. Energy and carbon efficiency
are ensured through measures to rationalise electricity,
the acquisition of green energy and the promotion of
ecological and/or carbon neutral products and services.
Sustainable mobility is also promoted by CTT through
the management and streamlining of fleet consumption,
the expansion of the electric fleet and the search for
smooth mobility solutions. Supplemented by training
actions, these initiatives strengthen the Company's
engagement with the employees and stakeholders.
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We
go further
for

Ambition
Business deals are just a shipment away

With products and services that
respond to the needs of our clients,
we are the biggest ally not only of
individuals but also of businesses.
We go further to bring the world closer.
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The revenures of
unaddressed advertising mail
increased by 1.1 M€.

Increase +15.7%.

3.1.
Mail
Mail revenues of the 4th quarter of 2019 were almost
in line with those of the same period of 2018 (-0.2%),
totalling €125.7m. In 2019, they stood at €484.6m
which corresponds to a decrease of €10.5m (-2.1%)
vis-à-vis 2018.
This decrease is mainly the result of the combined
effect of the €9.5m decline (-2.1%) in the revenues
of addressed mail and €1.4m (-17.3%) decline in those
of philately, mitigated by the strong revenue growth
in international inbound mail of €7.6m (+20.4%)
and in international outbound mail of €3.9m (+9.3%),

the latter positively influenced by items associated
to the legislative election process in the 3rd quarter
of 2019 (+€5.3m).
The revenues of unaddressed advertising mail
increased by €1.1m (+15.7%) as a result of market
share gains, and those of the business solutions grew
by €0.7m (+7.4%) due to the more diversified offer,
especially in geographical services.
The evolution of transactional mail volumes (-8.5%)
continued to be negatively affected by the domestic

Mail volumes

-7.5%

‘18

585.8

536.0

-8.5%

12.6

-14.0%

57.8

48.2

-16.5%

9.7

9.3

-3.6%

37.2

34.8

-6.5%

Addressed mail

165.0

152.1

-7.8%

680.7

619.0

-9.1%

Unaddressed mail

110.5

144.9

31.1%

427.3

521.4

22.0%

Million items

4Q18

4Q19

Transactional mail

140.6

130.1

14.7

Advertising mail
Editorial mail
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ordinary mail volumes decline of 42.6 million items
(-9.5%), particularly in the banking and insurance,
telecommunications and government sectors, as well
as by the priority mail volumes decline of 8.2 million
items (-31.2%). Green mail grew by 1.5 million items
(+39.8%) which corresponds to some substitution, as
the prepaid registered items and priority items product
line was discontinued.
The decline trend of addressed advertising mail
volumes slowed down in the 2nd half of 2019 ( 12.1%)
compared to the 1st half of the year (-20.4%) and
reached a -16.5% decrease (-14.9% in revenues) in
2019. The implementation of the new General Data
Protection Regulation (GDPR) together with the
digitalisation of processes and the new business,
communication and marketing models focusing on
other types of advertising solutions impacted the
performance of this product throughout the year.
Unaddressed advertising mail volumes continued
its high growth dynamics in the 4th quarter of 2019
(+31.1%), which compares with 5.9%, 18.5% and
31.4% in the 1st, 2nd and 3rd quarters, respectively, thus
consolidating growth in 2019 (+22.0%) and leading to
a revenue increase of €1.1m (+15.7%). New customer
acquisitions and the European and legislative elections
(infomail) were the main reasons for the growth of this
business line.
The retail business grew €0.1m (+ 1.0%), excluding
the effect of Phone-Ix revenues in 2018 (€0.6m) that
ceased activity on 31 December 2018. The growth in
lottery sales, new partnerships that made it possible
to expand the telecommunications offer, and new
business models involving the sharing of space
and advertising at the CTT Retail Network were the
reasons for this growth.

Accessibility
As the Universal Postal Service provider, CTT's
activity is of intrinsically social nature. By definition,
all residents in Portugal are potential customers,
whether active or passive (receivers of letter mail).
With close to 78 thousand customers/day at CTT post
offices and a daily average of one postal item delivered
per household, accessibility is one of its distinctive
features. The Company provides the largest contact
network at a national level, operating as a structuring
and determinant element for social cohesion within
the country.
At the end of the year, CTT's network of contact with
the public consisted of 2,370 access points, comprising
539 CTT post offices and 1,831 postal agencies, as
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well as 4,660 postman delivery rounds, ensuring
the availability and accessibility of the attendance
and delivery service, embodying a convenient
and multi-service platform.
Supplementing this, the network also had 1,933 points
of sale of stamps, 117 automatic stamp vending
machines and 14 automatic vending machines of mail
products. The network of mailboxes was composed
of 10,731 boxes, located at 9,619 geographic points at
a national level. Apart from these, there are also
4,821 Payshop agents.
The dimensioning of the postal network is
determined by two critical factors: the capacity to
generate business and the obligations to provide
the aforesaid public service of universal character.
This universal service implies that CTT is an operator
committed to providing service throughout the entire
country, in a permanent form, in the most far-flung
and hidden corners, without exceptions and at the
same price.
This reality generates conflicting goals between
the maintenance of the Company's economic
sustainability and its action of social responsibility
towards the surrounding community, with the
inherent costs. In this context and when necessary,
CTT has established solutions with local partners,
preferably Parish Councils, in this way keeping the
relations of proximity and trust that CTT has upheld
with the customers and population, and assuring
the quality of service.
Any alteration and impact on the community of
possible changes in the operating model are analysed
internally, based on information collected onsite
by internal and external agents, so as to assure the
satisfaction of the population.
As established in the Concession Contract, for
2018/2020 the objectives were defined for postal
network density considering factors such as the
distance to be travelled by customers in order to reach
the closest access point, according to the urban or
rural nature of the geographic areas, as well as the
citizens' accessibility to the various mail services
and the opening hours when they can use them. Full
compliance with the objectives defined reinforces the
Company's intention to maintain a network offering
proximity and convenience to its customers and the
population in general.
In European terms and based on the available data,
CTT continues to show a good level of penetration of
the postal services, with a postal coverage similar to
that of the European Community average.

71

INTEGRATED REPORT 2019

Postal density and coverage

Inhabitants per postal establishment

‘18

‘15

‘16

‘17

EU Average

4,389

4,605

5,167

4,989

Portugal

4,444

4,413

4,350

4,314

‘19

Km2 per postal establishment
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n.a.

38

40

45

‘18

43

‘19

4,338

40

39

39

39

39

n.a.

Source: UPU
Note: Considering fixed postal establishments.

Retail Network and postal agencies

Network of postal delivery offices

In terms of accessibility by disabled people, the
Company continued to pursue modernisation and
renovation work of the value of 82,473 euros. The
types of accesses which have been constructed
include interior or exterior access, ramps, lift
platforms, removable ramps, ramping in public
areas close to the entrance of the post office,
alteration of façades with door opening with side
elevation, or others. Thus, around 95% of the total
post offices currently show improved conditions of
accessibility.
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Eco portfolio
CTT has progressively experienced the continued
interest of its customers in using environmentally
friendly mail products which are very often also an
element of communication, in view of the customers'
sensitivity to these arguments, thus contributing to
improve the Company's image among the public. Since
its launch in 2010, total sales of the range of CTT eco
products represent revenues of approximately
108 million euros, to a large extent driven by the
visibility of their environmental and carbon attributes.

CTT BUSINESS UNITS

“Green” mail is a 100% ecological offer, which focuses
on the environmental component and guarantees the
carbon neutrality of its products, at no additional costs
for customers. In 2019, the “green” mail revenues
and volumes showed an increase, with close to
5.9 million items having been sold, corresponding to
a 36% increase year-on-year. On average, 53.5 grams
of CO2 are emitted for each “green” mail item
delivered by CTT.
The range of eco direct marketing services provides a
distinctive symbol for the campaigns which stand out
positively due to their environmental performance,
through compliance with various ecological criteria.
This measure sought to project the use of the channel
of mail with ecological merit, through the use of
ecological raw materials, responsible production
processes and appropriate management of the end of
life cycle. In 2019, the eco range maintained its relative
weight (43%) in the domestic direct mail volumes,
involving around 20.8 million items.
CTT carries out the carbon offsetting of “Green” Mail
by supporting two projects, one national and the
other international. The voting process took place
in 2018 and is valid for two years, giving rise to the
national project named Create Woods which promotes
the planting of indigenous species, original trees and

bushes of the Portuguese flora, and to the international
project that promotes the use of renewable biomass,
through a factory that produces bricks and other
construction materials in the northeast of Brazil.

Philately
In 2019, philately generated revenues of €6.7m,
-€1.4m (-17.3%) than the figure recorded in 2018.
A recovery is expected in 2020 with the celebration
of the 500 Years of Postal Services in Portugal and
various philatelic initiatives associated to this event.
During the year, CTT was awarded two philatelic
prizes: the ASIAGO Award for Philatelic Art for the
"Europe 2018 – Bridges" issue, and the Graphis Gold
Award for the "250 Years of Imprensa Nacional" issue.
There were various issues with innovations, in
particular: (i) the "Europe – National Birds" issue, that,
using augmented reality, enables hearing the chirping
of the birds; (ii) the "150 Years since the Birth of
Mahatma Gandhi" issue produced on khadi, the natural
fibre handcrafted fabric that Mahatma Gandhi spun on
his charkha (spinning wheel) and used for his clothing,
with Portugal and India being the only countries of the
world used to print stamps; and (iii) the Christmas issue
that, for the first time in the world, included a LED light.

Commemorative Issues of 2019
National and
International Events
2019

• Portugal China – 40 Years of Diplomatic Relations
• Figures from History and Culture
• 150 Years of the Abolition of Slavery in Portugal
• 200 Years of the Birth of Queen Maria II
• 700 Years of the Foundation of the Order of Christ
• Commemorating Calouste Sarkis Gulbenkian (joint issue with Armenia)
• Aga Khan Music Awards
• Centenary Museums of Portugal (1st group)
• 100 Years of the International Labour Organisation
• 100 Years of Einstein’s Eclipse
• 600 Years of the Discovery of the Madeira Archipelago
• World Figures from History and Culture
• International Year of the Periodic Table
• Commemorating Artur de Sousa
• 500 Years of the Magalhães – Elcano Expedition (joint issue with Spain)
• 40 Years of the National Health Service
• 20 Years of Harry Potter in Portugal
• 150 Years of the Birth of Mahatma Gandhi
• 500 Years of the Postal Service (4th group)
• 30 Years of ANACOM – National Communications Authority
• Archbishops of Braga (2nd group)
• The Liberal Revolution of 1820
• Christmas 2019
• 600 years of Crónica de Portugal 1419
• Almeida’s Bible: Unabridged Edition 1819-2019
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Commemorative Issues of 2019
Environment
and Sustainability

• Portuguese Autochthonous Breeds (2nd group)
• Europa Issue – National Birds
• The Tea (Azores)
• Costumes of the Mediterranean (EuroMed)
• 100 Years of the of the Directorate-General for Livestock Services

Self-adhesive

• Traditional Desserts of Portugal (3rd group)
• Greater Lisbon/Central Portugal Booklets
• Alentejo/Algarve Booklets

Editions 2019
• Queen Maria II – A Woman between Family and Politics
• 100 Years of Einstein’s Solar Eclipse
• Centenary Museums of Portugal I
• The Liberal Revolution of 1820
• My Stamp Album 2019
• Portugal in Stamps 2019
More information on the plan of philatelic issues of CTT at:
https://www.ctt.pt/particulares/filatelia/plano-emissoes/

3.2.
Express & Parcels
The Express & Parcels revenues amounted to
€152.4m in 2019, +€3.5m (+2.4%) vis-à-vis 2018.
Revenues in Portugal totalled €98.2m, +7.4%
compared to the previous year. The development of
this business in Portugal resulted mostly from the CEP
business, which reached €75.0m (+10.7%), the banking
activity that totalled €6.7m (+5.3%) and logistics
that amounted to €3.1m (+1.5%). The cargo business
totalled €12.4m (-2.8%).
Volumes in Portugal totalled 22.0 million items,
+11.2% vs. 2018. The CEP business performance
posted sustained improvement throughout the year,
as its volumes grew +1.4%, +3.7%, +13.3% and +22.0%
from the 1st to the 4th quarter. Cargo volumes also
showed a positive evolution during 2019, reaching a
growth of 15.8% in the 4th quarter, which translated
into a growth of 14.9% in 2019. This performance was
driven by relevant customer additions, both in the B2B
and in the B2C segment (e commerce), and a good
performance in the international area.
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CTT continued its strategy of developing the B2C
market in Portugal and promoting Portuguese
e-sellers by launching the Dott marketplace and the
e-fulfilment platform “CTT Logística”.
The Dott marketplace was launched in May through
a partnership between CTT and Sonae. At the end of
2019, 663 sellers were present on this platform (an
increase of 103 in the 4th quarter) and more than
1.5 million products were available. At the end of 2019,
there were around 50 thousand registered users
(an increase of 29 thousand in the 4th quarter).
At the end of 2019, CTT launched “CTT Logística”,
another solution to promote the development of
e-commerce in Portugal, particularly for Portuguese
SMEs that aim to start or develop their digital
presence. This solution provides a complete fulfilment
platform, from the creation of the product catalogue,
storage, order preparation and distribution to the
final consumer, allowing customers to focus on the
development and sale of their products.

CTT BUSINESS UNITS

Revenues in Spain stood at €51.8m, -€3.7m (-6.8%)
vis-à-vis the previous year mainly due to the 9.8%
decline in volumes, greatly influenced by the loss
of one of the largest customers. Excluding the impact
of this large customer, the evolution of revenues
and volumes in 2019 would have been +8.8%
and +7.0%, respectively.
On 20 December 2019, Tourline was merged into
the company CTT Expresso as a branch in Spain. The
company has a new management team in Spain that
is focused on improving its operating model to ensure
more efficiency and better quality of service in a market
where e-commerce is increasingly representative,
and to resume growth in order to ensure scale and
profitability, positioning itself as an Iberian reference
operator, especially in cross border flows.
Revenues in Mozambique accelerated in the 4th
quarter of 2019 (+40.4%), confirming the 3rd quarter
trend (+40.8%), which compares to a previous
performance of 4.2% in the 1st half of 2019. Due to this
acceleration the operation in Mozambique managed to
close 2019 with 23.0% growth vs. 2018.
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CEP and banking businesses contributed positively
to this growth, underpinned by the capture
of new businesses in the health area (collection
of biological samples.

Eco portfolio
In 2019, CTT once again put to public vote the selection
of the projects for full carbon offsetting of the
Express offer through the CTT website (www.ctt.pt).
The emissions produced along the value chain,
which are unavoidable, are fully offset by the support
given to two projects with environmental benefits
(fight against climate change and conservation
of biodiversity) and social benefits (support to
employment creation and improvement of the
quality of life of local communities). The winners
were the national project "Conservation of fluvial
bodies", which seeks to preserve some of the most
threatened freshwater fish species in our country,
fostering actions of reproduction of these species and
conservation measures for their habitat to later return
them to the natural environment, and the international
project "Bandeira e Capelli" which promotes the use
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of renewable biomass for the production of bricks, roof
tiles and structural ceramic products, sold on the local
market by two ceramic factories located in the state of
Alagoas . This initiative fulfils the expectations of our
stakeholders and allows them to participate actively in
the decision-making process.
The express offer accounts for 15.1% of the company's
total revenues.

3.3. Banco CTT
The revenues of Banco CTT reached €62.9m in
2019, representing year-on-year growth of €29.3m
(+87.2%). These revenues were achieved with a
€21.0m contribution from 321 Crédito, acquired in May
2019. Excluding the inorganic effect of the acquisition
of 321 Crédito, the revenues amounted to €41.9m,
+€8.3m (+24.5%) vis-à-vis 2018.
The revenues growth of this business unit, excluding
321 Crédito, counted on the good performance
achieved with the net interest income growth (+€4.9m;
+61.8%), registering a year-on-year increase of 53.6%
in the 4th quarter of 2019. The commissions received
from the banking activity grew by 79.3% in 2019, due
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to the growth in the placement of the PPR product
(Retirement Savings Plan) in partnership with the
insurance company Zurich (+€331.0m placed), as well
as in customer transactionality and consumer credit.
Noteworthy was the operating performance of Banco
CTT, which led to a significant growth of accounts
opened to 461 thousand accounts (+113 thousand more
than at the end of 2018) which shows the great capacity
of Banco CTT to open more than 450 accounts/day,
together with the continued growth of customer
deposits to €1,283.6m (+45.2%) and the growth of
the mortgage loan portfolio net of impairments to
€405.1m (+69.9%). With the acquisition of 321 Crédito,
Banco CTT structurally boosted the loan-to-deposit
ratio of its credit portfolio from 28.1% as at December
2018 to 69.0% as at December 2019, through the
integration of an amount of €479.6m in its portfolio
of credit to customers, and the sustained growth
of mortgage credit.
In the specialised credit area, the operational
performance is to be highlighted with an auto loan
production of more than €200m in the 12 months of
2019, representing a market share of around 11.8%
in the used car loans segment.
The payments business recorded a year-on-year
decrease of €0.6m (-2.9%) in commissions received,

CTT BUSINESS UNITS

and total revenues of €20.1m. Despite the decrease
in payment products revenues, it is worth noting the
85.8% growth in ticketing due to new contracts signed
in 2019, and also due to the launch of a new service in
early December 2019 that allows payment of products
with references through MBSPOT in the Payshop
network, expanding the offer to B2B customers and
creating greater convenience and options for users
of the network.

3.4. Financial Services
Financial Services revenues reached €34.1m in 2019,
a growth of €7.3m (+27.2%) compared to 2018.
Savings & Insurance products contributed €26.9m
to the revenues, corresponding to a 42.1% increase
vs. the previous year. Of these, the Public Debt
Certificates (Savings Certificates and Treasury
Certificates Poupança Crescimento) represented
€25.3m (+47.0% vs. 2018) and reached €3,912.1m
in subscriptions, +51.9% compared to the volume
recorded in 2018. The remuneration paid by IGCP,
the Treasury and Public Credit Management
Institution, to the Company will decrease in 2020
as it will vary according to the sales volume.

3.5. Future perspectives
Save the impacts resulting from the crisis associated
with the ongoing pandemic, which are still difficult
to estimate, CTT, supported by organic developments
in the growth levers and the contribution of 321
Crédito, should post a 4% to 6% revenue growth
which, together with the implementation of efficiency
measures, should translate into a high single-digit
growth of EBIT and an EBITDA equal to or above
€110m in 2020.
Addressed mail volumes are expected to decline
6% to 8%, while double-digit growth is projected for
the Express & Parcels business in Portugal. To cope
with the latter and support the operation in general,
CTT estimates that it would need a €40m investment,
aimed at increasing automation and eliminating
capacity bottlenecks in the Express & Parcels
business unit.
With regard to the dividend for the 2019 financial year,
the Board of Directors will propose a shareholder
remuneration of €0,11 per share, a 10% increase vs.
the previous year, payable in May 2020.
CTT has formally announced its intent to be the
new universal service concessionaire, of a more
sustainable concession contract.

The robust performance of the Savings & Insurance
products more than offset the evolution of Payments
(+1.7%) and Money Orders (-8.6%) revenues.
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