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Abstract

CTT — Correios de Portugal, with over 500 years of history, operates in Mail, Parcels, Financial
Services, and Banking. On October 31st, 2024, its stock traded at €4.28. A sum-of-parts
valuation estimates a price of €4.93, reflecting 15% upside, driven by E&P and Banking growth.
This thesis also evaluates CTT’s dividend policy, assessing sustainability and shareholder
impact. Using historical trends, equity-free cash flow estimation, and the dividend discount
model, a sustainable 2024-2029 policy is proposed. The findings balance shareholder rewards

with financial flexibility and long-term growth.
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Recommendation INVESTMENT SUMMARY

Date 31.10.2024 CTT's valuation presented in this paper results in a BUY
recommendation. The estimated target price is €4.93, a 15% upside,

Current Price €4.28  considering October 31st's €4.28 closing price.

Target Price €4.93 The recommendation rests on three main value drivers:

Upside 15% Unlocking Growth in the E&P unit: Thriving the E-Commerce Era

Logistics and E&P unit is a key driver of growth, benefiting from the rapid expansion

Sectors . . . of e-commerce and CTT’s strategic focus on the Iberian market. Unified
Financial Services - : . ) ) .
i logistics offerings and innovations like smart lockers enhance delivery
. . M,a”' Parqels' efficiency and customer convenience, strengthening its competitive
Industries Financial Serv'(_:es positioning. By leveraging market trends and an extensive
and Banking infrastructure, CTT is well-placed to capture rising demand, further
Stock Exchange Euronext Lisbon solidifying E&P segment as a critical growth driver.

Banco CTT: From Competitive Advantages to Strong Margins

CTT’s Share Price growth Evolution Banco CTT’s strong brand recognition and nationwide retail network
provide a unique competitive edge in the banking industry. Its cost-
efficient operations and focused product offerings, such as auto and
mortgage loans, drive profitability and scalability. By integrating digital

Comparison with PSI and Eurostoxx50

: ./w /N tools with physical §ervices, .Banco CTT continues to deepen customer
) MM’J\M J L//ﬁ 4\ engagement, ensuring margin expansion.

K“ Mail Revenues Resilience: Navigating a Challenging Environment
? Mail remains a vital part of CTT’s revenue base, even as the segment
s ’M faces declining volumes and profitability pressures. Through strategic
=7 pricing adjustments and an optimized product mix, CTT has mitigated
* losses and limited the financial impact of these challenges. The
T o i e il m sa « company’s ability to uphold service quality while aligning prices with
B CTT Correios de Portugal (LIS) rising costs has been instrumental in ensuring that Mail remain a key
Source: CTT component of CTT’s operation.

(€ millions) 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
Revenues per Unit

Mail 478 426 444 480 454 463 453 451 447 444 441
E&P 152 193 256 259 341 448 454 494 538 586 639
FS 47 44 49 61 63 43 47 47 46 46 45
Banking 87 88 87 107 128 130 133 139 144 148 151
Recurring EBIT per Unit
Mail 57 16 18 11 3 5 4 3 0 -1 -3
E&P -10 0 12 9 20 31 30 35 37 41 44
FS 22 21 22 31 36 21 22 22 21 21 20
Banking -4 5 8 10 21 22 23 25 26 28 29
Group Net Income 29 17 39 32 54 40 40 42 39 44 46

Source: CTT | Group Analysis



Company Brief Business Description Logo

A bank launched in 2018,

Banco CTT providing retail banking services.

bancoctt

Portugal's first fully digital

Dott marketplace.

doft

A courier company headquartered
in Spain, focusing on urgent mail
and parcel transport.

ctt

Express

CTT Express

A payment network for utility and

Payshop service bill payments.

A locker network enabling

Locky convenient parcel deliveries.

A consultancy and process
management company
specializing in back / front-office,
and contact center operations.

Newspring # = |SERVICES

NEWSPRING

A logistics and postal services
provider focused on express mail
and merchandise delivery.

CTT Expresso

ctt

A company dedicated to

CTT Contacto distributing advertising mail.

ctt

Figure 1: Companies from Group CTT
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Figure 2: CTT’s Revenues Evolution (€ Millions),
segmented into Logistics and Banking & FS
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Figure 3: CTT’s Recurring EBIT Evolution (€
Millions), segmented into Logistics and
Banking & FS

Source: CTT

1. CTT Group Business Description

The CTT brand was originated in 1520 with the establishment of Portugal's
public postal service, created to support the country's political, military, and
commercial activities. Over the past five centuries, the brand has continuously
adapted to societal needs and advancements in technology. After becoming
a state-owned enterprise in 1969, the Portuguese-based company was fully
privatized in 2014 through an IPO on the Euronext Lisbon market. With four
main shareholders and 1.43% of its own stock, CTT now operates as a
diversified group, managing several companies that extend its activities
beyond traditional postal services.!

Due to the declining demand for traditional postal services, CTT diversified its
operations into two main segments, each comprising two sub-segments:
Logistics, which includes Mail and Express & Parcels (E&P), and Bank &
Financial Services, which encompasses Bank and Financial Services (FS).
The Logistics segment consistently represents the largest share of CTT'’s
revenues, accounting for 85.7% of a total €792.27M in revenues in 9M20242,
This dominance is primarily driven by the remarkable growth of the E&P
segment and by the Mail business unit, which continues to hold the highest
share of CTT’s revenue among all sub-segments despite its ongoing decline.
Within the Bank & Financial Services segment, which accounted for 14.3% of
CTT’s total revenues in 9M2024, the Bank’s revenues have consistently
surpassed those of the FS unit. While the Bank’s revenues have shown
consistent growth, FS has experienced a decline.

Regarding CTT'’s recurring EBIT, the Logistics segment's contribution has
declined significantly, accounting for 49.3% of a total €54.6M in recurring EBIT
in 9M2024, compared to 78.5% of €50.2M in 9M2019. While E&P’s recurring
EBIT has shown strong growth, the sharp decline in Mail's recurring EBIT
dictates the overall downward trend. On the other hand, Bank & Financial
Services segment’s contribution to CTT’s recurring EBIT has risen
significantly, reaching 50.7% in 9M2024 compared to 21.5% in 9M2019. This
increase is primarily driven by the Bank business unit's strong upward

trajectory, in contrast to the declining performance of the FS unit.

CTT'’s purpose is to “deliver the future by connecting people and businesses
in a sustainable way”. The group’s mission focuses on continuous innovation,

offering high-quality logistics solutions and support services tailored to

1 (CTT, The CTT Brand 2024)
2 (CTT, "Integrated Report 2019 - 2023)



Figure 4: CTT’s Network
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Figure 6: Mail’s Historical Revenues
(€ Millions)
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Figure 7: Mail's Historical EBITDA,
Recurring EBIT and EBIT (€ Millions)

Source: CTT

2023 2024(Q1-Q3)

Group Part

customer needs, while simplifying physical communication, and financial

services for individuals.3

1.1. Mail Business Description & Strategy

CTT’s Mail Business Unit plays a crucial role in ensuring postal accessibly
across Portugal, operating under the EU’s Universal Service obligation. In
2023, CTT maintained an extensive network of 2,375 access points and 4,089
mail carrier routes, serving a diverse customer base with an average of 55,436
daily visitors. Despite having a clear market dominance in the sector, CTT has
faced a gradual loss of market share, from 83.3% in 2018 to 76.6%* in 2023.

This business unit provides both addressed and unaddressed mail services,
categorized into transactional mail (letter mail), editorial mail, and advertising
mail. Transactional mail, the primary revenue driver, includes ordinary mail
(focused on cost-efficiency), registered mail (prioritizing security), priority mail
(emphasizing speed), and green mail (offering convenience). Advertising malil
is further divided into addressed and unaddressed advertising, each

contributing to this segment's revenue.

From 2019 to 2023, revenues for the Mail Business Unit fell from € 420.8M to
€ 354.3M°5, driven largely by a fall in Transactional and Advertising Mail.
Digitalization has been a major disruptor, shrinking letter volumes from
1140.4M in 2019 to 680.2M in 2023. Despite these challenges, the Business
Solutions segment has seen growth, from € 10.3M in 2019 to € 44.8M in 2023,
focusing on Business Process Outsourcing (BPO), digital payment services,
contact centres, and document management. A strategic highlight in 2023 was
the acquisition of Payshop, which strengthened CTT’s digital payment
offerings, including the SIGA solution (a school wallet) with 500,000 users and

adoption by around 100 municipalities.

However, profitability has faced significant difficulties. EBIT declined sharply
from €42.9M in 2019 to €0.0M in 2023, while Recurring EBIT fell from € 57.2M
to € 6.0M during the same period. Rising operating costs, especially in Staff
and ES&S, have compounded the challenges posed by ongoing digitalization
and the decline in letter volume. These financial pressures highlight the need
for CTT to adapt its business model to the evolving postal and
communications landscape, while also navigating the challenges posed by

regulatory obligations to maintain universal service

3 (CTT, Purpose, Mission, Vision & Values 2024)
4 (ANACOM, "Relatério Anual Servigos Postais 2019-2023)
5 (CTT, "Integrated Report 2019 - 2023)
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The 2025 renegotiation of the Concession Contract for the Universal Postal
Service presents a strategic opportunity for CTT to refine its operational and
financial framework within its regulatory obligations. This mid-term review,
involving ANACOM and the Directorate-General for the Consumer, allows
adjustments to service parameters, pricing, and performance metrics to align
with evolving user needs and economic conditions. The pricing framework,
governed by the Convencdo de Precos (2023-2025)%, emphasizes cost-
orientation, accessibility, and transparency. CTT can leverage this
renegotiation to secure compensation for universal service costs, align prices

with rising expenses and inflation.

CTT aims to stabilize Mail revenues through strategic price adjustments and
optimizing its product mix. The company is committed to balancing economic
sustainability with its social responsibility while navigating the challenges of
regulatory obligations, rising costs, and evolving customer needs. Despite
significant financial pressures, CTT’s Mail Business hopes to remain profitable

and a market leader in Portugal.

1.2. E&P Business Description & Strategy

CTT’s Express and Parcels (E&P) business unit operates across the Iberian
Peninsula and Mozambique, focusing on courier solutions and expedited
parcel delivery. CTT’s expansion of operations in Spain have increasingly
augmented this market’s weight in E&P revenues. In 2019, Spain accounted
only for 34% of this unit’s revenues. In Q1-Q2 2024, this value had jumped to
63%. Following the strategic move to create a unified Iberian offer, starting in
Q32024 CTT no longer reports Portugal and Spain’s revenue individually, but
rather a new “Iberian” revenue. In 2019, with total revenues of €152,.4M,
E&P’s EBITDA stood at a negative value, €-1.8M, translating into an EBITDA
margin of -1.2%. In the past 5 years, CTT strategic outlook for the E&P
business unit not only allowed it to increase revenues, but also significantly
increase profitability. By 2023, the unit’s revenues had soared to €340.6M,
representing a CAGR of 17.44% between 2019 and 2023. While this
happened, operating costs fell from 101% of revenues in 2019 to 90% in 2023,
achieving an EBITDA equal to €35.6M in this year. This translates into an
EBITDA margin of 10.4%, a noticeable improvement from just a few years
earlier. In the first three quarters of 2024, E&P’s revenues rose to €330.5
million, marking a 44% year-on-year growth compared to the same period in
2023. This growth was primarily driven by increased traffic within the Iberian

market: in the first three quarters of 2024, E&P number of items hit an all-time

6 (ANACOM 2022)
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high of 98.2 million units, a large increase compared to the 67,3 million units
handled in the corresponding period in 2023. Mozambique traffic volume and
revenue remains the least significant in the business unit, with only 0.041

million units and €4.2 million revenues for the same period.

The recent growth in number of items and revenues in the E&P business unit
is the reflection of an effective strategic approach taken by the group, as well
as a strong leveraging of some key market trends, allowing CTT to expand its
market share. In 2020, as part of a new strategy to position CTT as a leading
Iberian provider, the group rebranded its Spanish operation, “Tourline
Express”, integrating it in “CTT Expresso”, effectively unifying operations in
Spain and Portugal. This strategic positioning allows CTT to capture a larger
client base by bringing on clients that conduct business in the whole Iberian

Peninsula and who benefit from a unified service offering.

Growth in the E&P segment is also dictated by the strong market trend of
rising adoption of e-commerce, which CTT has been capitalizing upon through
strategic investments in network expansion, service portfolio enhancement,
and delivery quality advancements. As part of the network expansion strategy,
CTT has been focusing on expanding its “Locky” brand, which offers smart
lockers for parcel pick-up and drop-off (PUDO). By centralizing deliveries,
these smart lockers allow CTT to decrease the distance travelled by each
vehicle, which not only decreases operational costs, but also decreases
emissions’. By the end of Q2/24, the Locky network had 907 installed lockers
in Portugal and 8 in Spain, with many more already contracted, in pursuit of
CTT’s vision to expand this network7 above. Overall, by the end of Q3/24,
CTT’s network consisted of 24,900 total pick-up and drop-off points (21,200
in Spain and 3,700 in Portugal), ensuring a vast coverage of the whole region,
further solidifying its market presence. This strategic incorporation of smart
lockers, alongside the positioning as a fully unified Iberian provider are

expected to continue dictating the E&P’s strategic outlook in the next years.

1.3. Financial Services Business Description &

Strategy

The Financial Services (FS) Business Unit plays a crucial role in distributing
public debt securities, holding a dominant position in this market segment. In
2022 and 2023, the demand for public debt placements surged due to
favorable market conditions and increased interest in savings products.
However, 2024 experienced a notable decline in activity, primarily due to

stricter subscription limits and less competitive interest rates. Despite this,

7 (CTT — Correios de Portugal S.A 2024)
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recent changes in government policy, such as doubling the subscription cap
per saver and raising overall limits, are expected to revitalize demand, with a
strong recovery anticipated in 2025.8 ° In line with these developments, recent
trends suggest a normalization of placement levels, signaling a stabilization of

the market in the future.

CTT has adapted to these shifts by launching initiatives like the CTT online
platform, which simplifies the process of subscribing to public debt securities.
This platform, along with targeted marketing efforts, has made it easier for
customers to access savings products and has enhanced their appeal

compared to traditional bank deposits.

Beyond public debt, CTT has expanded its offerings to include a range of
insurance products in collaboration with Generali. This includes non-life
insurance options such as auto, health, personal accidents and multi-risk
coverage. This diversification is part of CTT’s broader strategy to transform its
retail network into a comprehensive services hub, integrating solutions like

money transfers, express bundles, and alarm systems.

Historically, FS has demonstrated consistent revenue growth, increasing from
€ 47.39M in 2019 to € 62.78M in 2023, reflecting its dominant position in the
distribution of public debt securities. As previously mentioned, the surge in
2022 and 2023 was driven by favorable market conditions and increased
demand for savings products, resulting in a substantial boost in profitability.
Despite fluctuations in demand, EBITDA margin improved significantly from
45.6% in 2019 to a peak of 58.2% in 2023, while the Recurring EBIT margin
followed a similar trend, rising from 45.9% to 58.0% during the same period.
These improvements highlight the unit's ability to enhance profitability
strategic initiatives, reinforcing its role as a critical contributor to CTT’s

financial performance.

To conclude, FS has demonstrated strong dedication to innovation and
fostering partnerships, adopting a customer-focused approach to digital
transformation. This includes the development of digital tools that streamline
access to financial services, reinforcing the unit's position as a reliable and
convenient alternative to traditional savings products. Looking ahead, CTT
aims to further broaden its portfolio, improve digital accessibility, and enhance
its marketing efforts. By effectively integrating services into its retail network
and staying responsive to evolving customer needs, the FS Business Unit

continues to be a key driver of CTT’s profitability and long-term growth.

8 (Jornal de Negdcios 2024)
9 (IGCP - Agéncia de Gestao da Tesouraria e da Divida Publica 2024)
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1.4. Banking Business Description & Strategy

Banco CTT, launched in 2016, was built on a strong and differentiated value
proposition, leveraging CTT's extensive brand recognition and retail network.
CTT’s survey concluded that the brand is characterized by its almost universal
awareness, with 85% of the population recognizing the brand “very well”. The
retail network is a key to its operations, comprising 569 branches nationwide,
212 of which also serve Banco CTT customers. CTT ensures presence in all
308 municipalities, with over 65K unique client visits daily. Additionally, CTT’s
dominant position in the public debt placement market, emphasizing its trusted
role in financial services. Currently, Banco CTT operates as a retail financial
institution, offering a wide range of banking services, including personal, auto

and mortgages loans, as well as a variety of deposit accounts.

Banco CTT is one of the fastest-growing banking franchises in Portugal. Since
2019, the number of accounts has increased by 40.24%, while the bank’s
deposits from clients have surged by 210.13%. In comparison, Portuguese
deposits from clients overall only grew by 19.81% during the same period. As
a result, Banco CTT’s deposits market share experienced a significant
increase of 101.98%. By Q3 2024, the bank reported a sizable and high-
potential retail client base with approximately 676K current accounts.
Leveraging CTT's strong tradition in savings placement, its deposits reached
€3.98B, while its retail credit book expanded to €760M. In Portugal, Banco

CTT'’s deposits from clients currently represent a market share of 1.73%.

Banco CTT has achieved a consistent revenue expansion, increasing from
€62.9M to €128.5M. Net interest income, which is the largest proportion of
total revenue, increased from €12.7M to €98.7M, reflecting the banks string
ability to scale up its lending portfolio. In 2023, Banco CTT experienced
significant increases in interest income, influenced by the European Central
Bank adjustments to interest rates coupled with an increase in the banks auto
loan segment, enhanced by its acquisition of 321 Crédito, generating €53.1M,
with an increase of 17.7%. Mortgage-related interest income, also improved
by 314.8%, reaching €23.2M, a result of an increase demand for housing
loans. On the other hand, interest paid represents the bank’s payments on
deposits, which have also experienced a growth driven by the previously

mention boom in deposits and increase in the cost of deposits.

Another essential component of Banco CTT’s revenue stems from Fees and
Commissions, incorporating various banking services such as card
transactions and other transaction-based services. In 2020 this segment
accounted for 40% of total revenues, due to the extreme commission income

per account of around 70€. In 2022, however, this value decreased to 26% of

6
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total revenues, achieving an income per account of €47. According to Deco
Proteste, in 2022, the banking industry faced a fee increase of 163%, with the
five largest banks- CGD, Santander, Millenium BCP, BPI and Novo Banco-
raising their commission rates by 47%, accounting for 40% of these banks
total revenues. These difference between CTT and the largest banks in

Portugal demonstrate some anticipation from CTT to stabilize this price.

In 2024, new regulations were implied to address consumer concerns about
excessive charges and to align with European standards. Banks are no longer
allowed to charge processing fees for credit contracts signed before 2021,
aligning them with newer contracts, resulting in annual savings of around €40
to customers. Furthermore, to improve bank transparency and customer
protection, financial institutions are required to clearly clarify conditions for

discounts tied to financial products.

The bank also achieved a significant turnaround in profitability. EBITDA
increased from €4M in 2019 to €28.4M in 2023, with an EBITDA margin
improving from 6.4% to 22.1%. A noticeable improvement in EBIT was also
exhibited, transitioned from a loss of -4.9 to a robust €21M in 2023.

Banco CTT's strategic focus for the upcoming years is centered around

leveraging its strong brand, nationwide retail network, and evolving

partnerships to achieve sustainable growth and increased profitability.

The bank seeks to maximize the value generated from its existing customer
base by expanding product penetration and boosting engagement. Banco
CTT will focus on further developing its savings business. A key element of
this strategy is the partnership with Generali, one of Europe’s largest
insurance companies. Besides diversifying their financial products, the bank
aims to capitalize on the current economic environment, by offering
competitive savings products. Additionally, Banco CTT plans to grow
selectively in its credit business, with a strong emphasis on maintaining a
balanced risk profile. The bank will focus on expanding its core credit products,
particularly mortgages and consumer loans, targeting customers within its
existing base. Banco CTT is committed to transforming its digital channels to
provide a seamless, end-to-end banking experience. With over 50% of its
customers already actively engaged with digital services, Banco CTT will
continue to promote higher levels of digital adoption. Additionally, they also
recognize the importance of its physical branch network. To optimize it, the
bank will invest in the specialization of its staff and in the redesign of its
branches. By leveraging its established CTT network, the bank aims to
maintain a low-cost structure while ensuring that its branches provide high-

quality, specialized services.
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1.5. SWOT Analysis

1.5.1. Mail and E&P SWOT

Strengths

Unified Iberian Offer, Seamless logistics across
Portugal and Spain supports strong positioning in
the lberian e-commerce market

Strong Brand Recognition, trusted reputation in
Portugal reinforces loyalty in both Mail and E&P
segments

Extensive CTT  Store Network, broad
geographical presence ensures  customer
accessibility and operational support

Market Leadership, dominance in Portugal’s mail
sector provides competitive advantages

Weaknesses

High Dependency on Labor Force, significant
reliance on workforce increases exposure to cost
pressures

Low Mail Profitability, declining volumes and
fixed operational costs reduce financial returns

Overreliance on Traditional Postal Services,
CTT revenue is heavily dependent on mail,
which are a declining source of net income

High fixed costs, obligation to maintain routes
and stores, to comply with the concession
contract in Mail

Opportunities

Expansion in Spain, growing e-commerce
penetration in Spain creates opportunities for
market share growth

Business Solution, investments in digital solutions
can diversify offerings and attract corporate clients

Real Estate, monetize the real estate already
owned by CTT

Threats

Delivery Quality and Expansion Challenges,
maintaining service standards amidst
geographical expansion and volume increases

EU Mail Regulation, strict regulatory oversight
may raise operational costs and limit flexibility,

Changes in Pricing Formula

Digitalization, growing preference for digital
alternatives threatens traditional mail volumes

Dependence on Economic Cycles, CTT's
financial performance is sensitive to economic
conditions, especially in a challenging
macroeconomic environment



1.5.2. Banking and Financial Services SWOT

Strengths

Strong Brand Recognition: Leveraging CTT's
well-established reputation and extensive retalil
and distribution network, to position Banco CTT
in the market

Dominant Market Share in Saving Certificates,
reinforcing its role in public debt placements

Strong physical presence ensures customer
support. The retail network is a key to its
operations, comprising 569 branches nationwide,
212 of which also serve Banco CTT customers.

Extensive retail network for distributing public
debt certificates

Group Part

Weaknesses

Limited Diversification in Loan Offerings:
Banco CTT has a limited product range
compared to established competitors, with a
significant reliance on auto loans, increasing
concentration risk

Dependence on Public Debt Placements:
Financial Services’ revenues depend largely on
public debt placements, leaving them
vulnerable to changes in government policy
and market demand

Loss of customers following the end of the
University Card Partnership: This led to
customer loss and fewer cross-selling
opportunities, hindering Banco CTT's customer
base growth

Small Bank in a highly competitive market
(market share of 1% in mortgages)

Opportunities

Policy changes raising investment limits for
Saving Certificates are expected to boost
subscriptions, creating growth opportunities for
Financial Services

Growing Savings Culture: Economic
uncertainty has driven greater demand for secure
saving options, positioning CTT to benefit from
the growing interest in Saving Certificates

Digital Transformation: Digital investments in
banking platforms and online tools aim to improve
customer experience and broaden Banco CTT’s
retail banking reach

Expand the business to corporate loans to
diversify its lending offers and become less
dependent of auto loans

Threats

Competitive market dominated by well-
established players with extensive customer
bases

Increasing regulatory pressures from
evolving financial regulations and sustainability
standards

Shifting consumer preferences toward
alternative investment options

Declining values of carbon-emitting vehicles
potentially impacting outstanding auto credit
loans

Heavily regulated industry: Strict regulations
in banking and financial services constrain
operational flexibility and elevate compliance
costs
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2. Industry Overview
2.1. Logistics

2.1.1. Mail

The mail industry in Portugal is under the Postal Service Directivel®, a
European Union regulation that mandates minimum universal service
requirements for postal services across EU member states. This ensures the
provision of affordable, high-quality, and efficient postal services. In Portugal,
the regulatory body for postal services is the Autoridade Nacional de
Comunicac¢des (ANACOM), which works alongside the European Regulators
Group for Postal Services (ERGP). ANACOM sets the Quality Convention with
CTT, which establishes service quality benchmarks, and the Price

Convention, which ensures affordability for consumers.

The Portuguese mail industry is characterized by a well-established
nationwide network, ensuring postal accessibility across urban, suburban, and
rural areas. While urban centers drive higher demand due to dense
populations and business activity, maintaining services in remote and sparsely
populated areas poses challenges, including higher operational costs and

lower delivery volumes.

From 2019 to 2023, the Portuguese mail sector saw declines in both revenues
and postal traffic, with a CAGR of -1.89%1! for total revenues. The traditional
mail segment, the largest contributor, declined by -1.4% due to the rise of
digital communication. Editorial mail dropped by -4.7%, as digital media
replaced printed materials, while addressed advertising experienced the
sharpest decline at -10.9%, reflecting the shift toward digital advertising. The
overall retail revenues from postal services decreased from € 425.8M in 2018
to € 394.6M in 2023.

the sector declined at a CAGR of -7.82%.

Correspondence fell by -8.1%, while editorial mail and addressed advertising

In terms of postal traffic,

saw declines of -8.1 % and -5.9%, respectively. Despite these declines,
revenue per object grew by 6.44% CAGR, driven by price adjustments and
higher-value services. According to ANACOM’s study, Needs of Consumers
of Postal Services, postal correspondence traffic continues to contract, driven

by the rise of digital communication. In 2023, postal traffic decreased by 6.7%,

10 (European Comission 1993)
11 (ANACOM, "Relatério Anual Servicos Postais 2019-2023)
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continuing a trend observed since 2008. This shift intensified during the
COVID-19 pandemic but began to stabilize by 2023.

Historically, Portugal’s mail industry has seen low competition, with CTT
dominating 83.3% of total traffic in 2023, However, the landscape is
gradually becoming more competitive as smaller players, such as Premium
Green Mail, DPD, and Vasp Premium, strengthen their positions and gain
market share. While CTT remains the clear market leader, the growing
presence of these competitors signals an evolving and more competitive mail

industry.
2.1.2. Express & Parcels

The parcel delivery industry is growing at a fast pace, catapulted by the
increase of the e-commerce and digitalization trends. As online shopping
increasingly becomes a part of day-to-day life, courier companies must quickly

adapt and find ways to meet the increased demand for parcel delivery.

In Portugal, in 2019, total volume of parcels delivered in Portugal amounted
to 50.3 million units!2. In 2020, the total number of parcels delivered jumped
to 60 million units, reflecting a strong impact of Covid-19 in the industry. By
2023, this metric had increased to 76.12 million units, implying a CAGR of
10.9% between 2019 and 2023. With the development of e-commerce, the

industry is forecasted to experience continued growth.

When it comes to competition, the parcel delivery industry in Portugal is
dominated by a few large courier companies. In the analyzed period, from
2019 to 2023, the five largest players in the market had more than 80% market
share, when measured by total parcel delivered each year. Throughout this
period, CTT has managed to leverage its product offering and strong brand
image to maintain its position of market leader every year. CTT has managed
to increase market share from 44.5% in 2019 to 46.8% in 2023. However, it
reached its peak during Covid, hitting a market share of 49.6% in 2020. Since
then, CTT has slowly lost market share. In 2023, the next largest players in
the market were, by descending order of market share: DPD Group (23.9%),
Nacex Group (5.9%), MRW Group (5.5%), and Vasp Premium (4.9%). CTT’s
E&P business unit is also heavily present in the Spanish market. The Spanish
postal market is under the Comisén Nacional de los Mercados Y la
Competencia, which releases the annual information for the postal sector. In
2019, total package delivery in Spain stood at 538.8 million units™. In 2023,
this value had increased to 1,014.3 million units, representing a 13.5% CAGR.

12 (Anacom “Relatério Servicos Postais” 2020 — 2023)
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The high growth in parcel delivery displayed in the Iberian region aligns with

CTT'’s strategic choice to focus on this unit's development.

2.2. Bank & Financial Services

2.2.1. Banking

From 2019 to 2023, the sector experienced a general improvement in total
assets, reflecting an overall industry growth and recovery. Mergers and
acquisitions, coupled with the exit of weaker institutions have strengthened
this sector, explaining the decrease in number of credit institutions between
2008 and 2024, particularly after 2010. The global financial crisis highlighted
the limitation of risk weighted bank capital ratios (regulatory capital divided by
risk weighted assets). To answer this problem, Basel Il was implemented,
introducing a minimum leverage ratio, defined as Bank’s Tier 1, over an
exposure measure independent of risk assessment. This framework requires
that leverage ratio and some complex risk-based requirements work
alongside, ensuring that banks have sufficient internal resources to withstand
adverse economic shocks. According to the regulatory framework outlined by
Banco de Portugal and aligned with Basel Ill agreements, requirements for
own funds and eligible liabilities (MREL) is expected to be 13.5% of total risk-

weighted exposure amount, and 5% of the total exposure measure.

Focusing on 2024 sector’s balance sheet, overall bank assets, in the end of
2023, remained relatively stable (-0.6%), increase exposure to debt securities
of 8.8% partially offset reductions in liquidity and loans to credit institutions of
7.2% and 8% respectively. Regarding bank liabilities, although customer
deposits have been experiencing an increase in previous years, in 2023,
experienced a decrease of 3%, resulting to €338B of deposits, indicating a

possible shift toward other saving option, impacted by the rising interest rates.

Nevertheless, over the last few years, the banking sector has presented the
ability to resist macroeconomic disruptions, and consequent increases in
inflation and rises in interest rates. Against what happened with the European
banking system, the Portuguese banking sector has demonstrated
remarkable resilience, highlighting its role within the national and regional
economy. The sector demonstrated strong financial health in 2023 with Cost-
to-income reaching a value of 37%, decreasing by 14%. compared to last
year, reflecting an improvement in operating income. The loan-to-deposit ratio
in 2023 was 78%, experiencing also a decline compared to the previous years,
as aresult of a reduction in customer loans and deposits. The weight of central

bank funding continued its reduction path, standing at 1.1% of the assets.

Portuguese banks are supervised by two authorities: the Banco de Portugal

12
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(BdP) and the Portuguese Securities Market Commission (CMVM). Core
banking activities, such as deposit-taking and lending, fall under the BdP's
supervision, as part of the European System of Central Banks led by the
European Central Bank. This system, through mechanisms like the Single
Supervisory Mechanism, ensures the safety and resilience of the banking
system, promotes financial integration, and safeguards economic stability by
standardizing supervisory standards. Meanwhile, financial intermediation and
securities-related transactions are overseen by the CMVM, which is part of
the European Securities and Markets Authority, ensuring transparent and fair
market practices. Both authorities work towards fostering trust in the financial
system by promoting market stability, fair competition, and the efficient

allocation of savings to productive investments.

The banking industry is a highly competitive market. In Portugal, there are 137
credit institutions as of 2024. Among them, Caixa Geral de Depdsitos (CGD)
holds the largest business volume in the Portuguese banking system, leading
in customer resources and credit. CGD had the highest deposits market share
in 2023, steadily increasing to 24.27%, equivalent to € 82.09Bn. Following
CGD are Millennium BCP, Santander Totta, and Novo Banco, with deposits
market shares of 23.30%, 12.12%, and 10.63%, respectively, in 2023. In
contrast, Banco CTT, despite holding a modest market share of 0.92%,

experienced a significant growth of 113.19% between 2019 and 2023.

The banking industry is undergoing a transformative phase driven by
economic uncertainties, rapid technological advancements, and the
increasing need for sustainability. The interaction between technological
transformation and customer-centricity is a defining feature of the banking
sector's evolution. Advanced technologies not only improve operational
efficiency but also allows banks to gather and analyze customer data more
effectively. This capability ensures personalized services, enabling banks to
meet the growing demand for tailored financial solutions. In return, these
digital tools strengthen customer trust and loyalty, positioning banks to better

navigate a competitive and increasingly digitalized landscape.

Sustainability initiatives further amplify these dynamics. ESG goals not only
guide lending practices but also drive the creation of green finance products,
which aligns with the growing segment of environmentally conscious
consumers. Furthermore, addressing climate risks and align with sustainability

goals, is a key strategy for banks fostering long-term economic stability.
2.2.2. Financial Services

The Portuguese financial services sector encompasses a diverse range of

offerings, including public debt placements, insurance products, money

13
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orders, payments, retail products and services, among others. Since public
debt placements are the primary revenue driver for this sector, our in-depth

industry analysis will center on this area.

In Portugal, the placement of public debt is regulated by the Agéncia de
Gestéo da Tesouraria e da Divida Publica - IGCP, E.P.E. IGCP is responsible
for issuing and distributing government debt instruments, including Saving
Certificates and Treasury Bonds. It ensures compliance with legal and policy
guidelines, maintaining a transparent and efficient system for managing public
debt.
administrative and financial services and funds, as outlined in Decree-Law no.
200/2012 of August 27.13

It is also tasked with managing the financing of autonomous

IGCP works with a limited number of authorized entities to distribute public
debt instruments. Saving Certificates, specifically the F Series are available
through various channels, including IGCP, E.P.E., CTT - Correios de Portugal,
Citizen Spaces, Banco de Investimento Global (BiG) via digital platforms or

app, and online through AforroNet service for registered users.

CTT has traditionally dominated the distribution of Saving Certificates.
However, the entry of competitors like BiG reflects IGCP's strategy to diversify
its investor base and improve access to government debt instruments.
Moreover, by expanding the market and leveraging digital platforms like

AforroNet, IGCP promotes greater inclusivity and convenience for investors.

Delving deeper into the government debt issues in Saving Certificates from
2019 to 2023, it experienced a CAGR of 9.28%.1 This growth underscores
the significance of Saving Certificates as a vital savings tool for Portuguese
households, offering a secure and tax-efficient investment option. Notably,
public debt placements in 2022 and 2023 reached exceptionally high levels,
fueled by favorable interest rates and increased demand for safe investment
options amid economic uncertainty. Beyond these exceptional years, the
sector has exhibited steady, moderate growth. With the continued rise in
digital adoption and supportive policy frameworks, public debt placements are
expected to stabilize, maintaining their role as a cornerstone of Portugal’s
financial services landscape. This trajectory reflects a harmonious blend of
traditional investment avenues and modern technological advancements,

aligning with the evolving preferences of Portuguese savers.

13 (IGCP - Agéncia de Gestdo da Tesouraria e da Divida Publica 2024)
14 (IGCP - Agéncia de Gestédo da Tesouraria e da Divida Publica 2024)
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3. Macroeconomic Overview

In 2024, Portugal’'s macroeconomic environment continued to reflect the
challenges of moderating growth and persistent economic pressures,
continuing a trend of deceleration from 2023. GDP grew by 1.5% in the first
half of the year, although the European Commission projects a growth of 1.7%
in 2024 and rebound to 1.9% in 2025 and 2.1% in 2026, Early in the year,
Economic activity was hindered by subdued external demand, weak business
sentiment and the end of the 2014-2020 EU cohesion funds, which slowed
growth. Despite these challenges, private consumption accelerated in Q2
2024, driven by higher employee remuneration, where services, particularly

tourism, remained a key economic driver.

Inflation, which peaked at 10.14% in October 2022, is how on a downward
trend. In Q3 2023, inflation rates dropped to 2.3% 8(YaoY), driven by lower
prices across most of the index components, however, services inflation
remained elevated. Inflation is projected to decline further, though core
inflation may decrease more gradually due to rising real wages, with the

medium and long-term inflation rate being 2%.

Portugal continues to navigate a high-interest-rate environment, with the
European Central Bank (ECB) maintaining rates at elevated levels to control
inflation. Following successive hikes, rates reached 4% for Deposit Facilities
by September 20237, However, a 25 basis-point cut was implemented in mid-
2024, the first since 2022, signaling a shift in monetary policy. Until October
2024, this rate declined to 3.25%, however the rate is projected to decline
once more in 2024 to 3% in December 20248, offering some relief to

borrowers and businesses.

Portugal's labor market remains resilient despite the economic slowdown.
Employment growth remained robust in early 2024, supported by a significant
rise in the working-age population due to migration. In terms of wages, the
Bank of Portugal forecasts an average real wage increase of 4.6% in 2024,
followed by 2.2% growth in 2025 and 2.0% in 2026°.

The 2023 report on e-commerce by ANACOM?° highlights potential
macroeconomic risks related to the possible slowdown in e-commerce growth.

While 44% of Portugal's population (aged 16-74) made online purchases in

5> (European Comission 2024)

6 (INE 2023)

17 (FRED 2024)

18 (ECB 2024)

9 (Banco de Portugal 2024)

9 (ANACOM, "O Comércio Eletrénico em Portugal e na Unido Europeia 2023)
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the last three months, marking a slight increase from the previous year, the
growth rate is the lowest since 2016. This deceleration reflects a potential
normalization following the significant surges during the COVID-19 pandemic
years. These trends signal macroeconomic risks, as slower e-commerce
expansion could impact CTT Business sectors relying heavily on digital

transactions, like E&P.

The economic climate improved slightly in 2024, but with the slowing global
growth and ongoing uncertainties around new and existing global conflicts
could create instability, impacting demand for goods and services and
complicating cost management. CTT closely monitors global and national
macroeconomic developments, implementing tools and strategies to maintain

flexibility and manage potential impacts.

4. Financial Overview

Profitability from Operations (CTT Group): CTT's operational profitability

has steadily improved over the years, with gross, EBIT, EBT, and net margins
reflecting consistent advancements in efficiency and revenue growth.

The Gross Margin increased from 14.47% in 2019 to 16.80% in 2023,
showcasing enhanced cost management and the ability to scale revenues
effectively. This upward trend underscores CTT’s efforts to streamline
operations and boost efficiency, despite some challenges in certain business
units. The EBIT Margin displayed some fluctuations but ultimately rose from
6.56% in 2019 to 7.22% in 2023, highlighting the company’s improved ability
to convert revenue into operating income. Similarly, the EBT Margin climbed
from 4.93% to 6.25% over the same period, driven by improved financial cost
management and operational performance. Additionally, Net Margin
experienced a notable increase from 4.07% in 2019 to 6.13% in 2023,
reflecting a favorable market environment across most business units, despite
ongoing challenges in the Mail business segment. The substantial rise in net
income, from € 29.28M in 2019 to € 60.44M in 2023, highlights the company’s
ability to capitalize on improved market conditions while navigating pressures

in its traditional operations.

Cash Flow Management — Activity Ratios (Ex-Bank): CTT’s Cash

Conversion Cycle (CCC) reflects consistently strong cash flow management,
though certain components of the cycle have shown notable variations over
time.

The Average Holding Period has consistently been low, remaining steady at
4 days from 2019 to 2022 before slightly decreasing to 3 days in 2023. This

trend highlights CTT'’s efficient inventory management, which is well-suited to
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its service-oriented operations requiring minimal physical inventory. The
Average Payable Period has shown greater variability, decreasing from 230
days in 2019 to 179 days in 2023, indicating a shift toward faster supplier
payments. This change could reflect enhanced financial discipline or revised
supplier agreements but may also increase pressure on cash flow. The
Average Collection Period has shown steady improvement, decreasing from
81 days in 2019 to 65 days in 2023. This indicates greater efficiency in
receivables management, reducing the time needed to convert credit sales

into cash and strengthening CTT’s working capital position.

The overall CCC has consistently remained negative, a usual trend in service-
oriented sectors like logistics and postal services, indicating that CTT has
been funding its operations using supplier credit rather than requiring
additional working capital. In 2022, the CCC showed an even higher negative
value, decreasing from -106 days in 2021 to -209 days. This value highlights
the company's reliance on extended payment terms to suppliers, which
allowed it to finance operations without increasing its working capital
requirements. In 2023, the CCC returned to -110 days, reflecting a reduction
in the use of extended supplier credit but still showcasing effective cash flow

management.

Cash Flow Management — Liguidity Ratios (Ex-Bank): CTT's liquidity ratios

demonstrate its capacity to meet short-term financial obligations, with notable
trends over the years indicating improvements while also revealing areas of
financial vulnerability.

The Current Ratio has steadily improved from 0.42 in 2019 to 0.63 in 2023.
However, the ratio remains below 1 throughout the period, indicating that
current liabilities consistently exceed current assets. This highlights CTT's
reliance on efficient working capital management and external funding to meet
its short-term obligations. The Quick Ratio follows a similar trend of the
Current Ratio, increasing from 0.41 to 0.63 over the same period. This
improvement reflects enhanced short-term financial flexibility, as the
company’s liquid assets (excluding inventories) now cover a greater
proportion of current liabilities. However, like the Current Ratio, the Quick
Ratio remains below 1, indicating limited reserves for meeting immediate
obligations. The Cash Ratio presents a more concerning trend. It declined
from 0.24 in 2019 to 0.09 in 2023, reflecting a significant reduction in cash
reserves relative to liabilities. This suggests that CTT is increasingly reliant on
other components of current assets, such as receivables, to meet its
obligations. It is also important to mention that this declining trend may pose

risks during periods of financial strain or unexpected cash outflows.
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To finalize, Net Working Capital (calculated excluding the Bank), remains
negative throughout the period, reflecting the company’s significant current
liabilities relative to its current assets. A notable trend occurred in 2022, when
NWC experienced a significant decline, reaching its most negative point at €
-444.10M. However, in 2023, NWC improved slightly to € -274.41M. While the
recovery is a positive sign, the consistently negative NWC highlights the need

for strong cash management practices and careful control over liabilities.

Capital Structure (CTT Group): CTT's gearing ratio reflects a declining

reliance on debt relative to total invested capital, improving from -25.84% in
2019 to -16.04% in 2023. This change stems from the faster increase in
negative invested capital compared to the growth in debt. The negative
gearing ratio arises due to CTT's negative invested capital, driven primarily by
high liabilities, which are largely attributable to customer deposits within its
banking operations.

The Net Debt-to-Equity Ratio has shown considerable volatility over the years,
ranging from -61.68% to 46.53%. This variability is primarily driven by
significant changes in cash balances rather than shifts in debt levels. In
several years, net debt turned negative as cash holdings exceeded total debt,
highlighting the role of the financial services sector in managing liquidity.
Similarly, the Net Debt-to-EBITDA Ratio has fluctuated sharply, moving from
-96.21% to 85.05%. These swings are again tied to changes in net debt,
where negative ratios occur when cash surpasses debt, and positive ratios
emerge as cash levels decline relative to debt. Despite these fluctuations,
EBITDA has consistently grown over the period, underscoring the company’s

operational strength and ability to deliver stable performance.

The Solvency Ratio, which measures the company’s ability to meet long-term
obligations, has fluctuated between 5.12% and 5.87%. The Financial
Autonomy Ratio, which measures the proportion of assets financed by equity.
similarly remains low, ranging from 4.87% to 5.54%. While this may seem low
at first glance, significant customer deposits, recorded as liabilities, drive total
liabilities from € 2.38B to € 4.50B and total assets from € 2.51B to € 4.75B,
while equity rose to € 253.3M. In a banking context, such figures are not
necessarily a sign of financial weakness but reflect the nature of the business
model, where leverage is a core component of operations, and equity naturally

represents a small fraction of total assets.

CTT's capital structure is primarily shaped by its financial services and
banking operations. The fluctuations in ratios like Net Debt-to-Equity and Net
Debt-to-EBITDA are mainly due to changes in cash balances, driven by

liquidity management in the financial services segment. The low solvency and
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Figure 46: ROIC Evolution
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financial autonomy ratios reflect high liabilities from customer deposits, typical
of banking operations. Overall, CTT's capital structure highlights the

significant influence of its financial services and banking business model.

Return Ratios (CTT Group & Ex-Bank): Return ratios are fundamental to

assess how well the company is allocating its resources in order to generate
returns. One of the most important ratios investors will base decisions on is
the Return on Equity (ROE). ROE measures the returns obtained by
shareholders for capital invested in the company and, therefore, companies
strike to achieve a ROE as high as possible, making capital injections more
desirable for investors. Overall, CTT has managed to increase the group’s
ROE from 22.3% in 2019 to 23.9% in 2023, which indicates a slight
improvement in capital management and return. However, it is also impossible
to note some degree of instability in ROE levels. The group’s ROE drastically
fell in 2020 to a value of 11.2%, approximately half of the previous year’'s
following a large drop in Net Income that year. Then, in 2021, CTT was able
to recover its Net Income levels, achieving an ROE of 22.1%. The year after,
investors saw their return drop again to 16.2%. Finally, in 2023, ROE
recovered again, increasing to 23.9%.

Another fundamental ratio is Return on Assets (ROA), which measures how
efficiently the company is able to use its assets. In order to avoid result
distortion from the bank’s assets, which do not necessarily apply to this
analysis, the ROA was computed for the Ex-Bank business. As such, ROA
calculations only consider Net Income and Assets associated with the Mail,
E&P, and Financial Services business units, completely excluding the Bank
business unit. Once again, CTT has managed to increase ROA from 4.4% in
2019 to 4.8% in 2023 but, similarly to the ROE, the path was not a smooth
one. In 2020, ROA dropped to 1.8%, driven by a drop in Net Income. As Net
Income recovered, ROA increased to 2.5% in 2021, slightly decreasing to
2.3% in 2022. Finally, driven by a large increase in Net Income, ROA jumped
to 4.8% in 2023.

Finally, Return on Invested Capital (ROIC) was also computed for the Ex-Bank
segment of CTT. In 2019, CTT achieved a strong performance in managing
its invested capital, with ROIC achieving a value of 33.7% this year. However,
for the following two years, ROIC levels dropped to 15.3% and 13.8%,
respectively, demonstrating a less efficient resource management during a
period where operational results dropped. In 2022, there was a very sharp
increase of 55% in Accounts Payable, which CTT justified by the sharp
increase in Savings Certificate subscriptions following high public debt
issuance (certificates with liquidation in the month after the period ends are

registered under this account). In 2022, “Postal Financial Services” accounted
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Figure 48: CTT’s Total Mail Traffic and
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Source: Group Analysis
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Figure 49: CTT's Forecasted Mail Price -
Transactional and Editorial Mail (€)

Source: Group Analysis
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for approximately 69% of all Accounts Payable. This drove the Ex-Bank’s
invested capital to negative levels, meaning there were more core liabilities
than assets. Because of this, 2022’'s ROIC has a negative value. With
Accounts Payable recovering to regular levels, and EBIT increasing, 2023’s
ROIC saw great improvements, reaching a value of 25.9%. Even though ROIC
stands lower than that of 2019, the trend shows CTT is improving its resource

management compared to 2020-2022.

5. Financial Analysis
5.1. Mail Revenue Forecast
Letter Mail: Digitalization has significantly affected mail traffic, accelerating
the shift from physical to electronic communication. Businesses, government
institutions, and consumers increasingly adopt digital alternatives for tasks

traditionally reliant on mail. The mail market is divided into Transactional,

Editorial and Advertising Mail, all of which have been affected.

The traffic trajectory for Portugal’s mail traffic was forecasted assuming a
similar path for the UK’s project letter volume decline?!. Both Portugal and the
UK share similarities that make comparing their postal markets logical,
especially when forecasting trends like letter volume decline. Both countries
operate within Europe, and while the UK is no longer part of the EU, it retains
regulatory frameworks similar to EU directives, particularly regarding the
universal postal service obligation. The traffic decline trajectory aligns with the
"s-curve" of e-substitution, where mail volumes initially drop rapidly before
stabilizing as physical mail reaches its baseline. CTT's forecast incorporates
these dynamics, with Transactional Mail being the most impacted segment,
followed by Advertising Mail. Additionally, CTT faces a gradual market share
decline, with a projected loss of approximately 1% annually. This trend,
captured by the elasticity of market share loss, directly impacts traffic over
time. An elasticity value of 0.70, based on the average of recent years,
indicates that a 1% drop in market share corresponds to a 0.70 percentage

point decrease in traffic.

To offset the decline in traffic, CTT implements yearly price adjustments
across segments. Under the mail concession agreement between ANACOM
and CTT for the 2023-2025 period??2, mail price adjustments follow a
structured formula, where CPI represents the average inflation rate, A

Volumes accounts for the year-over-year change in mail volumes, VC is a

21 (pwC 2019)
22 (ANACOM 2022)
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Figure 51: Mail’s Historical Average Revenue
USO Parcels, Philately & Others, Payments,
Real Estate, Central Structure (€ Millions)

Source: CTT
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Figure 52: Historical and Forecasted Mail
Revenues (€ Millions)

Source: CTT & Group Analysis
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fixed variable cost factor (16%), E is a 0.5% efficiency factor, and K includes
extraordinary adjustments. Transactional and Editorial Mail prices are
forecasted using this formula, which is assumed to remain applicable through
2029. Meanwhile, Advertising Mail pricing, which has remained stable in

recent years, is projected based on its historical average.

Business Solutions: The growth of the Business Solutions segment has

been driven by several key factors, including the integration of different
services, products and strategic expansions. Revenue in this segment has
fluctuated, but recent revenues continue to show growth, reflecting the
segment's strong potential and a promising contributor to overall revenue. To
forecast future performance, the segment's CAGR was calculated as the
average of the Last Twelve Months for each quarter, excluding any abnormal

value, resulting in a projected CAGR of 3.1%.

Other: The other segments of this Business Unit—USO Parcels, Philately &
Other, Payments, Real Estate, and Central Structure—have largely remained
stable in recent years. The Philately & Other segment has seen a gradual
decline in revenue, driven by reduced consumer interest in collectible items
like stamps, with a forecasted average annual growth rate of -1.3% based on
trends since 2020. While USO Parcels, Payments, Real Estate, and Central
Structure have experienced some fluctuations, they have consistently
contributed to CTT’s overall revenue. The forecast anticipates stabilization at

current levels, excluding any anomalies.

From 2024 to 2029, as a result of declining volumes but increasing prices the
Mail Business Unit is projected to experience a slight decline in revenue, with
a CAGR of -0.97%. After reaching € 453.5M in 2023, the forecast for full-year
revenue in 2024 is € 462.6M, gradually decreasing to €440.7 M by 2029. Mail
services will remain the largest revenue segment, contributing 80% in 2024,
but this will decrease to 78% by 2029. Business solutions, however, are
expected to grow, rising from 11% of total revenue in 2024 to 13% by 2029.
Despite the expected overall revenue decline, CTT's strategy to diversify into
higher-margin services like business solutions and others are aimed at

offsetting the decrease in traditional mail volumes.

5.2. E&P Revenue Forecast

The E&P business unit performance is heavily affected by the trends of e-
commerce and digitalization. As such, these trends were at the core of the
revenue forecast for the business unit. In the Iberia region, revenues for
Portugal and Spain were forecasted separately, enabling a financial modelling

that incorporates and reflects different e-commerce growth, users’ behaviour,
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Figure 53: E&P’s Historical Average Revenue per
Volume (€)

Source: CTT
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Figure 54: Forecasted Number of e-
commerce Users between 2024 and 2029

Source: Statista
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Figure 55: Forecasted E&P Volume
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Source: Group Analysis

'

o
T
1
1
i
i
¥

—Pougl —sain

Figure 56: Seasonality Effect in E&P’s Historical
Average Volume per e-commerce User

Source: CTT
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and market share penetration trends in each country. Mozambique’s
revenues, given the relatively small weight in total revenue, were based on a

historical growth analysis.

Portugal and Spain’s revenues were forecasted by considering two key
variables: “Average Revenue per Volume”, based on an historical approach,
ensuring alignment with future trends, and “E&P Volume”, which is calculated
based on extracted data for “Average Volume per e-commerce User” and

“Number of e-commerce Users”.

The “Number of e-commerce Users” metric was based on Statista’s “E-
commerce in Portugal” and “E-commerce in Spain” reports, in which
forecasted numbers of e-commerce users from 2020 to 2029 are laid out. The
CAGR of this study is applied in this analysis to reflect the yearly increase in
e-commerce users for each country. For Portugal, e-commerce users are
forecasted to grow at a CAGR of 5%23, while Spain’s are estimated to grow at
7.5%%24. According to the analysis, e-commerce users in Portugal will increase
from 2.84 million in 2024 to 3.62 million by 2029. In Spain, the number of users

is forecasted to grow from 18.7 million to 26.8 million in the same time frame.

The variable “Average Volume per e-commerce User” allows to reflect, in
addition to the increase of number of users, the increase in e-commerce
activity by each user, combining both an historical and forecasted approach.
The base line was the latest quarterly data for “Volume per e-commerce User”,
which then increases by a rate each year to reflect increased volume
originated by each user as the digitalization trend develops. In Q2 2024, CTT
handled an average of 3.4 units of volume per each e-commerce user in
Portugal and 1.2 in Spain. By Q2 2029, this metric is forecasted to increase to

3.68 units for Portugal and 1.34 units for Spain.

Combining these two trends together, total parcel volume handled in Portugal
is expected to increase from 38.9 million units in 2023 (latest full-year data) to
57.5 million by 2029. In Spain, units will jump from 61.7 million in 2023 to 130.9
in 2029.

Historically, the E&P business unit displays high seasonality, achieving a
“‘peak season” every year during Q4, reflecting a strong Black Friday and
Christmas effect on volume increase. As such, all the variables above were
individually forecasted at a quarterly level, allowing for further precision in

results and accurate reflation of seasonality.

23 (Statista “E-commerce in Portugal” 2024)
24 (Statista “E-commerce in Spain” 2023)
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Source: CTT and Group Analysis

Issuance
Period

Month of Issuance of Saving Annual Interest Rate on Saving
Certificates Certificates in Force

June, September, and December 2.750% (from December 2024)

2023 July and October 2.750% (from October 2024)

August and November 2.750% (from November 2024)

January, April, July, and October 2.500% (from October 2024)

2024 February, May, August, and
November

March, June, September, and
December

2.500% (from November 2024)

2.500% (from December 2024)

Figure 58: Series F Saving Certificates: Annual
Interest Rates by Issuance Period (2023-2024)

Source: IGCP
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Figure 59: Government Debt Issues in Saving
Certificates (2019-2023) & Projections for 2024
and 2025

Source: IGCP & Observador
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Altogether, the analysis described above translates into forecasted revenues
which will achieve a CAGR of 7.35% between 2024 and 2029. Yearly revenue
is forecasted to stand at €447.8M for 2024 and reach €638.5M in 2029.

5.3. Financial Services Revenue Forecast

In forecasting the revenues for CTT’s Savings & Insurance segment, Saving
the

projections for this segment were based on the performance trends and

Certificates emerged as the main revenue driver. Consequently,

dynamics of Saving Certificates.

The issuance of public debt securities, particularly Saving Certificates, is the
primary driver of revenues for the Savings & Insurance segment. Historical
data from 1998 to 2021 indicated a relatively stable trend in government debt
placements?5, with an average growth rate of 2,65%, excluding the outlier year
of 2013. However, 2022 and 2023 saw unprecedented growth, significantly
surpassing historical norms and rendering historical averages unsuitable for
forecasting future revenues. Following this extraordinary surge, 2024
experienced a sharp decline in issuance due to stricter subscription limits and
less favorable market conditions. Nevertheless, recent government forecasts
indicate a substantial recovery, with public debt issuance projected to reach €
5,968M in 2025, more than double the € 2,259M estimated for 2024.26 These

projections provide a solid foundation for revenue forecasts.

The second key driver is the government policy changes implemented in late
2024. These included doubling the individual subscription cap for Saving
Certificates from € 50,000 to € 100,000 and increasing the cumulative limits
for the F series, aiming to boost the attractiveness of these instruments.2”
These adjustments are expected to encourage greater participation and
higher investment volumes. Historically, similar policy reforms have directly
influenced public debt subscriptions, underscoring their importance as a

determinant of CTT’s revenue from Saving Certificates.

Revenue projections were developed using a regression analysis based on
two key variables: (1) historical (2029-2023) and projected (2024-2025)
Government Debt Issuance in Saving Certificates and (2) CTT'’s historical
revenues from Savings & Insurance - Saving Certificates (2019-2023). To

reflect competitive dynamics, government debt issuance values were adjusted

25 (IGCP - Agéncia de Gestdo da Tesouraria e da Divida Publica 2024)
26 (Observador 2024)
27 (IGCP - Agéncia de Gestdo da Tesouraria e da Divida Publica 2024)
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Regression Statistics

R Square 98,31%

Adjusted R Square 97,75%

Regression Results

Variable P-value

Intercept 0,011%

Government Debt
Issues in Saving
Certificates

0,093%

Figure 60: Saving Certificates Regression key
Statistics and Results

Source: Group Analysis
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Figure 61: CTT’s revenues (€ Millions) in Saving
Certificates forecasted

Source: Group Analysis
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Figure 62: CTT’s revenues (€ Millions) in Saving
Certificates

Source: CTT
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Figure 63: Banking Revenues Forecast,
segmented in Net Interest Income and Fees &
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Source: Group Analysis
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to account for CTT’s estimated 90% market share, following BiG's entry into

the Saving Certificates market.

The regression analysis yielded an R-squared value of approximately 98%,
indicating that changes in public debt issuance accounted for nearly all
variability in CTT’s Saving Certificates revenue. Furthermore, the model’s
coefficients had extremely low p-values (approximately 0,09%), affirming the

statistical significance of the relationship and the reliability of the forecast.

The model forecasts a significant recovery in revenues from the Savings &
Insurance segment in 2025 (€ 29.98M), driven by the increased public debt
issuance and favorable policy changes. However, revenues are expected to
stabilize in subsequent years, with only minor annual fluctuations (€ 29.40M
in 2026 to € 27.93M in 2029). This reflects a return to a more normalized
trajectory following the exceptional highs of 2022 and 2023.

For the remaining segments - Money Orders, Payments, Retail Products &
Services, and Other — revenue projections were based on historical growth
trends. Average growth rates from 2019 to 2023 were calculated for each
category and applied to future forecasts, assuming consistent performance,

steady demand, and no major structural changes.

That said, these segments generate significantly lower revenues compared to
the Savings & Insurance segment. For the Money Orders segment, an
average growth rate of 3% was applied (excluding the outlier year of 2023),
while the Payments segment used an average growth rate of -1% (excluding
the outlier year of 2020). Overall, the aggregated revenues for this business
unit resulted in a CAGR of 0.82% for the 2024 - 2029 period, starting at €
43.3M in 2024, increasing to € 47.2M in 2025, and then gradually declining to
€ 45.1M by 2029.

5.4. Banking Revenue Forecast

The two primary components driving banking’s revenue are net interest
income, and fees & commissions. Net interest income is mainly impacted by
the volume of deposits and credit stock, coupled with their respective interest
rates. Meanwhile, fees & commissions are primarily driven by the number of
Banco CTT accounts, as these accounts directly generate income through

account-related fees.

The banking forecasted revenues are expected to grow at a CAGR of 3.14%
from 2024 to 2029, with revenues projected to increase from €129.7M in 2024
to €151.4M by 2029. Net interest income is forecasted to grow at a slightly
higher CAGR of 3.41%, rising from €96.0M in 2024 to €113.6M in 2029. Fees
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Regression Statistics

R Square 81,45%
Adjusted R Square 74,70%
Variable P-value
Intercept 0,000
GDP Growth 0,791
Employement Rate Growth 0,094
Long-Term Interest Rates 0,036
Inflation Rate 0,030
Variable Coefficients
Intercept 161150,39
GDP Growth 6500,92
Employement Rate Growth 245081,97
Long-Term Interest Rates 289299,39
Inflation Rate 115832,39

Figure 64: Deposits from Clients in Portugal
Regression key Statistics and Results

Source: Group Analysis
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Figure 65: Deposits from Clients in Portugal
Regression Historical Evolution
(€ Millions)

Source: Banco de Portugal
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Figure 66: National Deposits from Clients
Forecasted with the two approaches (€ Millions)

Source: Group Analysis
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& commissions income is expected to grow at a more modest CAGR of 1.85%,
increasing from €31.2M in 2024 to €34.2M in 2029.

5.4.1. Net Interest Income

The net interest income forecast is structured around Banco CTT’s market
share trends, projections of deposit and credit stock, loan-to-deposit (LTD)

ratio, and interest rate modeling.

Deposits from Clients: To analyze client deposits, the forecast for total

deposits in Portugal was developed using two complementary approaches: a
regression-based model and a historical trend analysis. The regression model
incorporates key macroeconomic variables, such as GDP growth,
employment rate, long-term interest rates, and inflation. With an R-squared
value of 81.45%, the model demonstrates that these economic variables are
statistically significant deposits drivers. Notably, long-term interest rates,
inflation, and employment growth all have p-values below 0.09, confirming

their statistical relevance.

The regression coefficients indicate that higher GDP growth reflects economic
expansion, increasing household incomes and boosting deposits. Similarly,
rising employment supports stable income streams, while higher long-term
interest rates make deposits more attractive due to improved returns.
Regression results also imply that during periods of higher inflation, deposits

may become more appealing to individuals.

From 2024 to 2029, the macroeconomic outlook suggests stable GDP
growth?8, a gradual deceleration in employment growth rate?°, declining long-
term interest rates after 2025, and inflation stabilizing at the European Central
Bank’s target of 2% after 2026%°. Based on these conditions, the regression

model projects a decline in Portuguese deposits from clients over the period.

However, a decline in Portuguese deposits from clients is considered unlikely
given their historical values. Between 2019 and 2023, despite macroeconomic
volatility driven by the COVID-19 pandemic, Portuguese deposits from clients
exhibited strong growth, with a CAGR of 19.81%3!. During this period, the
historical average of Portuguese deposits’ quarterly growth rates observed
was equal to 1.11%. Therefore, to incorporate this historical resilience,
Portuguese deposits from clients were forecasted using an equally weighted
average growth rate of the regression results and the average of Portuguese

deposits from clients’ quarterly growth rates observed between 2019 and

28 (Instituto Nacional de Estatistica 2024)

2% (Passport & Sustainability - Euromonitor International 2024); (Louis 2024)
30 (INE 2023)

31
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Figure 67: CTT’s Deposits from Clients
Market Share
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Figure 68: Banco CTT’s Deposits from
Clients Market Share forecast

Source: Group Analysis
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Figure 69: Deposits from Clients Historical Evolution
and Forecast (€ Millions)

Source: CTT & Group Analysis
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Figure 70: CTT’s LTD Historical Evolution and
Forecast

Source: CTT & Group Analysis
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Figure 71: Banco CTT’s Credit Stock
Historical Evolution and Forecast (€ Millions)

Source: CTT & Group Analysis
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2023. Under this approach, Portuguese deposits from clients are projected to
grow at a moderate annual CAGR of 1.65%, increasing from €1.80Bn in 2023
to €1.98Bn by 2029.

Using the total value of deposits in Portugal as a base, Banco CTT’s market
share was employed to determine CTT’s deposits from clients. Banco CTT
has exhibited remarkable growth in its market share within the Portuguese
retail banking sector, with a 2019 to 2023 CAGR of 19.21%.%2 This upward
trajectory underscores Banco CTT's strong position within the banking
competitive landscape and highlights its potential for continued expansion,
though with an expectation of gradually decelerating growth rates over time.
Banco CTT is projected to hold a market share of 2.44% by 2024, which is
forecasted to rise to 3.26% by 2029. After combining the forecasted
Portuguese deposits from clients and Banco CTT’s market share, CTT’s
deposits from clients were obtained. From 2024 to 2029, deposits’ CAGR is
expected to 4.37%, translating into €5.3B of deposits by 2029.

Credit Stock: After projecting deposits, the LTD ratio was utilized to estimate
the value of Banco CTT’s credit portfolio. In the absence of explicit target
ratios, Banco CTT's historical LTD ratio trend served as a benchmark.
Between 2019 and 2023, the bank’s LTD ratio exhibited a consistent and
significant decline, dropping from 87.1% in 2019 to 51.0% in 2023.
Furthermore, according to Banco CTT’s nine-month 2024 report, the average
LTD ratio for the first three quarters stood at 44.2%, further intensifying this

downward trajectory.

The Portuguese banking industry, as reported by Banco de Portugal, also
experienced a steady decrease in the LTD ratio from 2020 to 2023, averaging
75% by the second quarter of 2024. This trend reflects a rise in customer
deposits, only partially offset by an increase in customer loans.3® Despite
aligning with the overall industry trend, Banco CTT’s LTD ratio remains
significantly below the national average. Consequently, the LTD ratio was
forecasted to increase to 61.5% and stabilize throughout the forecasted
period. This level corresponds to Banco CTT’s historical average, excluding
values above 85%, as such figures are inconsistent with recent trends

observed in both Banco CTT’s operations and the broader banking sector.

The credit stock forecast was derived by applying the projected LTD ratio to
the estimated deposits from clients for the 2024—2029 period. As a result, the

32 (Associacgéo Portuguesa de Bancos 2024)
33 (Banco de Portugal, 2024)
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Regression Statistics

R Square
Adjusted R Square

99,83%
99,66%

Regression Results

Variable P-value
Intercept 0,156
Euribor 1 month 0,014
CTT Spread (Loans) 0,002

Figure 72: Interest rate applied to bank
loans regression key statistics and results

Source: Group Analysis
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Figure 73: Interest rate (bank loans) vs.
Euribor 1-month vs. CTT’s Spread

Source: CTT & Group Analysis

Regression Statistics

R Square 99,63%
Adjusted R Square 99,26%

Regression Results

Variable P-value
Intercept 0,008
Euribor 1 month 0,015
ECB Deposits Facility Rate 0,027

Figure 74: Interest rate applied to bank
deposits regression key statistics and results

Source: Group Analysis
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Source: Group Analysis
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deposits available for loans are expected to grow at a CAGR of 4.37% over
the forecasted period, increasing from €2.63Bn in 2024 to €3.25Bn in 2029.

Interest Rates: The forecasted interest rates include both those applied to
bank loans and bank deposits. Starting with the interest rate on bank loans,
Banco CTT’s annual reports highlight its dependency on the 1-month Euribor
rate and a positive spread determined by the company. Between 2019 and
2021, the interest rate remained relatively stable, ranging from 1.00% to
1.25%, reflecting the consistency of the 1-month Euribor, which ranged from
-0.40% to -0.57%, and CTT'’s spread, which was steady at 0.64%. However,
from 2022 to 2023, both the 1-month Euribor and CTT’s spread increased
significantly. The Euribor rose to 1.88% in 2023, while the spread increased
to 1.62%, leading to a substantial rise in the interest rate applied to bank loans,
reaching 4.86% by the end of 2023.

A regression analysis of historical values, with an R-squared of 99.83% and
p-values below 0.12, confirmed a strong relationship between the 1-month
Euribor and CTT'’s spread. Using an external forecast of the 1-month Euribor34
and assuming a long-term stability of interest rates, CTT’s spread is then
expected to remain at its 2023 level of 1.62%. Applying the regression
coefficients, the interest rate applied to bank loans is projected to range from
5.22% to 5.57%, gradually declining and stabilizing by 2027.

To forecast the interest rate applied to bank deposits, a synthetic interest rate
was calculated as the percentage of CTT’s historical interest expense to its
deposits from clients. Similar to the trend in interest rates on loans, the
synthetic rate remained stable between 2019 and 2021, ranging from 0.07%
to 0.10%. Following 2022, it rose significantly, reaching 1.10% in 2023. A
regression analysis was then conducted using the 1-month Euribor and the
ECB’s deposit facility rate, the latter serving as a benchmark for the cost of
holding excess liquidity for financial institutions. The ECB deposit facility rate,
like the synthetic deposit rate, remained constant at -0.50% between 2019

and 2021, before sharply increasing to 4.00% in 2023.

The regression analysis produced an R-squared of 99.63% and p-values
below 0.03, demonstrating the statistical significance of both the Euribor rate
and the deposit facility rate in predicting the synthetic interest rate applied to
deposits.3> Based on external forecasts for the 1-month Euribor and the ECB’s
deposit facility rate, and applying the regression coefficients, the synthetic

interest rate is projected to follow a similar trend to the forecasted interest rate

34 (Macrovar 2024)
35 (European Central Bank 2024)
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on loans. It is expected to range from 1.06% to 1.18%, gradually declining until
stabilizing by 2027.

Interest Income and Expense: The net interest income was estimated as the

difference between interest income and interest expense, which were
identified as the rubric’s key drivers. Interest income was forecasted by the
product of the projected credit stock with the estimated interest rate applied to
bank loans. Interest income is expected to grow consistently throughout the
forecasted period, with a CAGR of 3.02% from 2024 to 2029. Starting at
€132.76M in 2024, interest income is projected to reach €169.81M by 2029.

Conversely, interest expense was forecasted by multiplying the projected
deposits from clients with the estimated synthetic interest rate applied to bank
deposits. Interest expense is also expected to increase steadily, but at a
slower CAGR of 2.26% over the same period. It is forecasted to grow from
€50.30M in 2024 to €56.24M by 2029.

As interest income is projected to grow at a faster pace than interest expense,
net interest income is expected to increase more significantly over the

forecasted period, achieving a CAGR of 3.41%.
5.4.2. Fees & Commissions Income

By analyzing CTT’s deposits from clients alongside the number of accounts,
the average value of deposits per account was determined. Between 2019
and 2023, this metric showed consistent annual growth. For the forecasted
period, the average value of deposits per account is projected to continue
increasing, although at a decelerating rate. This reflects expectations of
improved financial performance while accounting for a potential slowdown as
the bank matures. Starting at €4,800 per account in 2023, the average value
of deposits per account is forecasted to reach €6,900 by 2029. The forecasted
number of accounts was, therefore, derived by dividing the projected deposits
from clients by the average deposit value per account. Between 2024 and
2029, the number of accounts is expected to grow at a CAGR of 1.85%,
reaching approximately 767,000 accounts by 2029. This aligns with CTT’s
target of surpassing 700,000 accounts by 2025, a milestone expected to be

achieved by the second quarter of 2025.

To estimate the average income per account from fees & commissions,
historical data was analyzed. Between 2019 and 2023, this figure exhibited a

significant decline. However, according to the ECB, fees & commissions
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typically represent 25% to 30% of total income in the euro area.3¢ Based on
this benchmark, the forecasted average income per account from fees &
commissions was adjusted upward in 2024 to €44.55 per account, reflecting
its historical average after excluding outliers above €70 to avoid skewed
projections. As this figure poses low volatility risk, it is assumed to remain
constant throughout the forecasted period.

Fees & commissions income was estimated as the product of the number of
customer accounts and the average income per account. Consequently, the
income is expected to grow during the forecasted period, with a CAGR of

1.85% from 2024 to 2029, mirroring the growth rate of the number of accounts.

5.5. Operating Costs

Operating costs are a relevant determinant of CTT’s profitability. The
methodology applied to the forecast incorporates the unique drivers of each
cost category, coupled with both historical trends and growth expectations to
ensure accuracy. For both Mail and Express and Parcel segment, the
forecasted operational costs highlight a seasonal effect, presenting higher

peaks in the fourth quarter due to seasonal demand.

Starting by analyzing the cost structure of Mail, overall operating costs is
projected to decrease by 0,02% from 2024 until 2029. The fall of revenues
implies a decrease in overall cost segments. Staff costs for the Mail Segment
is closely related to revenue fluctuations. While CTT aims to maintain its
workforce, the anticipated decline in revenue creates pressure for operational
adjustments. However, no significant workforce reductions are planned.
Instead, a gradual decrease in staff is expected, primarily due to retirements
and other voluntary departures, rather than as a direct response to revenue
expectations. Following this reasoning, in 2025 the expected number of
employees is expected to be 11,436, representing a decrease of 1%
compared to 2024. This trend remains until the terminal value, with workforce
projected to reach 11,287 in 2029. The remaining cost segments (ES&S,
impairments, others and internal services rendered) is expected to change
while revenue decreases. Besides this positive decrease by 0,02% of

operating costs, they will still account for 91% of revenues in 2029.

Furthermore, for Express and Parcels, staff costs are projected to follow the
increase path of revenues, accounting just for an increase of cost per

employee do account for the increase in inflation and regular wage

36 (Christoffer Kok 2017)
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adjustments. With this, the 1,854 employees in 2024 are expected to rise by
47% reaching 2,918. External Services and Suppliers, on the other hand, is
projected to follow revenue trends, but a decrease of 0,05% annually is
accounted given CTT’s goal to optimization of its delivery costs and through
Locky expansion. Besides the increase in revenues, this revision will -support
CTT to stabilize margins, maintaining ES&S costs as 77% of revenues. The
remaining cost segments follow the same reasoning demonstrating in the mail
segment. Combining these factors together, while operating costs increase by
42% until 2029, from €397,5M to €565,6M, they will persist as 89% of total

revenues.

Moreover, within Financial Services Business unit, every cost segment is
driven by revenue fluctuations. This will translate into an increase in operating
costs from 22,5 in 2024 to 24,7 in 2029.

Finally, Banco CTT operating costs is projected to increase at a CAGR of
2,43% from 2024 to 2029. Besides this trend, operating costs will switch from
77% of total revenues to 74%, reflecting an enhancement in operational
efficiencies. Banco CTT’s has mention a strategic ambition to enhance its
workforce by employing 200 specialized professionals, to strengthen its
operational capabilities and expertise within the banking sector. To achieve
this target, the number of employees is expected to reach 758 in 2029, and
staff costs will increase at a CAGR of 2,26%. External Services and Suppliers
and other costs, similar to Financial Services Business Unit, will increase
following revenue growth. Impairments and provisions, on the other hand, is
impacted by the bank credit stock, so this segment is expected to change as
deposits available for loans transforms. Lastly, other services rendered is

estimated to continue its historical values of around 0.

Across all units, overall operating costs is anticipated to grow by 19%,
achieving a value of €990M in 2029 compared to €831M in 2024. Staff costs
and External Services and Suppliers are great drivers for this evolution. Staff
Costs are projected to grow from €751M to €919M at a CAGR of 0,04%. Costs
associated with External Suppliers and Services, which encompasses
specialized services, subcontracting, rents and transportation, are sensitive to
revenue fluctuations, then, it is estimated to increase from €362M to €507M
until 2029.

> 508 463 457 435 431 499
10.78 ¢ 0 47835036 @14 M6 -0.6

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

s Full Year EBITDA s Full Recurring EBIT Log. (Full Year EBITDA)

Figure 86: Historical and Forecasted Mail
EBITDA and Recurring EBIT (€ Millions)

Source: CTT & Group Analysis

5.6.1. Mail

The margin evolution in CTT's Mail segment reflects ongoing challenges in

maintaining profitability due to shifting revenue streams and high operational
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costs. Although the company has diversified its income sources in recent
years, particularly through Business Solutions and Payments, these newer
areas are still too small to offset the decline in the core mail business.
Revenue trends are influenced by fluctuating traffic, pricing, and product mix.
A steady decrease in mail traffic is only partially balanced by higher revenue
per item. Operating costs, particularly staff expenses, remain a significant
pressure on margins. CTT's staff costs are expected to remain high

throughout the forecast period, as will the other types of costs.

Margins are under strain as a result of these factors. EBITDA margins begin
at 10.98% in 2024, gradually narrowing to 9.28% in 2029, as declining
revenues and operational pressures take their toll. Recurring EBIT margins,
starting at 1.0.2% in 2024, fluctuate and face negative quarters, highlighting
the profitability challenges in certain periods, with a low of -0.13% in 2029.
Although pricing strategies have slowed margin decline, the combination of
falling traffic and minimal cost structure changes has contributed to a steady

erosion of margins over time.
5.6.2. E&P

The Express and Parcels business unit has been a significant growth source
for CTT, adapting to the decline seen in Mail volumes and revenues. Between
2019 and 2023, E&P ’s EBITDA margin jumped from -1% to 10%. The revenue
and cost trends described above for the E&P business unit between Q4 2024
and 2029 translate into a strong margin improvement, not only due to the
increase of e-commerce and parcel volumes, but also the company’s strategic
focus on this business unit allowing to reduce costs. EBITDA in 2024 is
forecasted to amount to €51.4M and steadily increase to €72.8M in 2029. This
translates into reaching a healthy EBITDA margin of 11.4% by 2029, a 1%
increase for the full year EBITDA margin in 2023. Recurring EBIT margin
follows the same trend, standing at a negative value in 2019 (-6.6%) and
increasing until 2023, when it reached a value of 5.8%. By 2029, this margin

is expected to reach 7%.

5.6.3. Financial Services

The margins for CTT's Financial Services business unit are expected to evolve
in line with revenue trends and cost dynamics, showing a gradual decline in

profitability over the forecast period.

The EBITDA margin reached a historic high of 58.2% in 2023, fueled by
exceptional revenue growth in Savings & Insurance driven by the
unprecedented issuance of public debt securities. This surge significantly

increased revenues without a corresponding rise in operational costs, making
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the peak unsustainable. Post-2023, the margin begins to normalize as the
impact of these extraordinary factors diminishes. This results in a decline in
the 2024 EBITDA margin to 48.0%.

From 2025 to 2029, the EBITDA margin stabilizes within a range of 48.0% (€
22.6M) to 45.2% (€ 20.4M), respectively. This stabilization is influenced by
several factors. First, revenues from Savings & Insurance gradually decline
over the period, while other segments, such as Money Orders, Payments and
Retail Products & Services, show marginal or negative growth, limiting their
overall contribution. Additionally, operating costs rise modestly, with staff
expenses increasing by 2% annually, representing a significant portion of total
costs. The cost of internal services and other operating expenses also

remains a steady percentage of revenues, further solidifying this margin trend.

The recurring EBIT margin follows a similar pattern, starting at 47.4% (€
22.4M) in 2025 and gradually decreasing to 44.7% (€ 20.1M) by 2029. This
decline reflects the impact of depreciation and amortization, which remain a
small but steady share of revenues. The narrower EBIT margin compared to
EBITDA highlights the limited potential for cost efficiencies or structural
adjustments within this business unit. While policy changes in Savings &
Insurance initially supported margins, the projected revenue decline from
2025 to 2029, combined with gradually increasing operating costs, places

downward pressure on profitability over the forecast period.

5.6.4. Banking

Between 2024 and 2029, the banking sector's EBITDA is projected to grow
at a CAGR of 5.41%. Starting at €29.8M in 2024, EBITDA is expected to
consistently increase each year, reaching €38.8M by 2029. This growth is
primarily driven by revenue growth consistently outpacing the growth in

operating costs over the forecasted period.

EBITDA margins are also projected to increase annually, although the rate of
margin growth is expected to decelerate over time. This deceleration reflects
a gradual slowdown in the growth rates of both revenues and operating costs.
While revenue growth consistently exceeding operating costs growth rate,
revenues growth also more pronounced deceleration that contributes to the
gradual reduction in the pace of EBITDA growth during the period. In 2024,
the EBITDA margin is estimated at 23.0%, representing a solid 4% increase
compared to the 2023 margin of 22.1%. By 2029, the EBITDA margin is
forecasted to reach 25.6%, following a 1.67% increase from 2028. This steady

rise in margins highlights the sector’s ability to maintain operational and costs
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efficiency gains despite the decelerating growth trends in both revenues and

operating costs.

Recurring EBIT margin follows the same trend as EBITDA margin, with an
annual increase that decelerates over time. Starting at 16.6% in 2024, the
recurring EBIT margin is projected to reach 19.2% by 2029. Depreciation and
amortization, deducted from EBITDA to calculate recurring EBIT, are
forecasted to grow in line with revenue increases, as business expansion is
assumed to drive higher capital expenditures in tangible and intangible assets

that require either depreciation or amortization.

6. Valuation

To proceed with the valuation of CTT, the company’s business units were

divided into two segments, each valued using a distinct methodology. CTT
Excluding Bank (CTT Ex-Bank) segment comprises the Mail, E&P, and FS
business units. This segment was valued using the Discounted Cash Flow
(DCF) method, as it consists of non-banking business units where operating
and financing decisions are treated independently. The second segment
includes the Bank business unit, which was valued using the Flow to Equity
(FTE) method. This method was selected due to the crucial role of financing
decisions in the bank's earnings generation. Additionally, the valuation of the
bank’s operations is directly related to interest income and expense, which are
key components of its income. Furthermore, a CCA analysis was carried out

for both the Ex-Bank and Bank segments.

The valuation required the Income Statement (IS) and Balance Sheet (BS) for
both the CTT Ex-Bank and Bank segments. Given that the CTT Ex-Bank BS
is not reported by the company, it was synthetically constructed based on the
Banco CTT BS and CTT Group BS. As a result, the CTT BSs underwent a
reconciliation process to ensure that, for each line item, the Group CTT figures

aligned with the sum of the CTT Ex-Bank and Bank segment figures.

6.1. CTT Ex-Bank Valuation, DCF

6.1.1. NWC Forecast

Net Working Capital is a key metric to value a company, shedding light on the
company’s short-term financial health and liquidity position. It is important to
note that CTT Bank, reported under the CTT Group, is not exposed to the
traditional NWC concept, given banks’ inherent business model. As such, the
Net Working Capital (NWC) analysis and forecast was performed exclusively

for the “Ex-Bank” business.

33



57.14%

20,34% 20,51% L —

16.23% 15,54%

29 2020 2021 2022 2023

—fccounts Receivables as % of Revenues

—fcoounts Payable as % of Revenuas

Figure 94: Historical Accounts Payable and
Receivables as a % of Revenues

Source: CTT

Figure 95: Historical and Forecasted NWC
Levels (€ Millions)

Source: CTT & Group Analysis

78,77 €
74,92 €
70,48 €

77,81 €

83,97 €

2020 2021 2022 2023 2024 2025 2026 2027 2028

Figure 96: Historical and Forecasted CAPEX
volumes (€ Millions)

Source: CTT & Group Analysis

87,54 €

2029

Group Part

Historically, CTT’s Ex-Bank business has displayed a negative NWC level,
reflecting a higher value of short-term operating liabilities when compared to
short-term operating assets. This NWC position is strongly driven by high
values of Accounts Payable, when compared to Accounts Receivables.
Between 2019 and 2023, Accounts Payable, measured as a percentage of
revenue, averaged 45.81%, while Accounts Receivable averaged only
18.34%. In 2022, a large decrease in NWC can be noticed, driven by a
significant change in Accounts Payable, which rose to 57.1% of revenues from
39.4% in the previous year. This changed back to the previous trend in 2023,
with Accounts Payable returning to 35.8% of revenues. The high value of
Accounts Payable is tied to public debt issuance, related to the Financial
Services business. Between 2019 and 2021, 41 to 44% of Accounts Payable
are attributed to Savings Certificates, which are registered under this account
if liquidation is to happen in the following month. In 2022, this percentage
jumped to 68.6%, following a spike in public debt issuance, which drove
Accounts Payables up. Finally, in 2023, Savings Certificates accounted for

approximately 21% of total Accounts Payable, helping to stabilize it.

The balance sheet accounts included in the NWC analysis were mainly
forecasted as a percentage of revenues, with the exception of Tax
Receivables and Payables, which were forecasted as a percentage of tax
expense. While operating cash was assumed to be set at a target of 2% of
revenues, other accounts were forecasted based on historical trends,

eliminating outlier years from the analysis to maintain a sound forecast.

6.1.2. Capex and Depreciation & Amortization

Historically, CAPEX has experienced considerable fluctuations, reflecting
shifts in strategic priorities and operational needs, with notable variability

between 2019 and 2023 tied to different phases of strategic investment.

From 2020 to 2021, CAPEX declined from € 92.60M to € 63.95M, indicating
reduced investment activity influenced by the economic uncertainty brought
by the pandemic. In 2022, CAPEX rebounded to € 78.77M, reflecting renewed
investment in key areas aligned with CTT's sustainability and operational
efficiency goals. These included investments in electric fleet, the installation
of locker systems, electric chargers, HVAC system replacements, LED lighting
installations, and software enabling route optimization and the reduction of
GHG (greenhouse gas) emissions. Such investments underscore CTT's
strategic focus on modernizing operations while promoting environmental
sustainability. By 2023, CAPEX moderated slightly to € 74.92M but remained

relatively high, supporting continued investments in systems upgrades and
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operational efficiency improvements. A significant increase was observed in
2024, with CAPEX rising to € 102.33M, the highest level in recent years. This
surge was driven by substantial expenditures on information systems, building
infrastructure, and vehicle fleet modernization, aligning with CTT’s long-term
strategy to enhance infrastructure and meet evolving business needs. Looking
ahead, CAPEX is expected to gradually normalize, following an upward trend
until 2029, when it is projected to reach € 87.54M. These projections highlight
CTT’s commitment to sustaining operational efficiency and ensuring the long-

term viability of its infrastructure and technological assets.

Depreciation and Amortization (D&A) also showed fluctuations over the years.
In 2022, D&A rose by € 6.8M compared to 2021, driven by factors such as the
acquisition of NewSpring Services, ongoing investments in information
systems, postal equipment, and new lease agreements for vehicles and
buildings. By 2024, D&A increased further to € 67.51M, primarily reflecting
substantial investments in information systems, infrastructure, and fleet
upgrades. Moving forward, D&A is anticipated to grow steadily through 2029
(€ 75.38M), reflecting planned investments in IT systems, infrastructure, and
other essential assets. This upward trend highlights the company’s dedication
to sustaining and enhancing its operational capabilities to meet future
business demands.

CTT's ongoing efforts to enhance its technological capabilities and
infrastructure reflect its dedication to staying competitive and improving
operational efficiency. Meanwhile, variations in Capex and D&A highlight the

timing and magnitude of these investments.

6.1.3. WACC

The Weighted Average Cost of Capital (WACC) was computed using its Cost
of Equity (8.42%), Cost of Debt (3.96%), tax rate (21%), and capital structure
weights (83.41% Equity 16.59% Net Debt). The resulting WACC is 7.54%,

reflecting the company’s blended cost of financing through equity and debt.

The risk-free rate of 2.10%27 was determined using the 10-year German Bund
yield, which is a common benchmark for risk-free rates within the Euro area.
The Market Risk Premium (MRP) was calculated by combining the dividend
yield of the Stoxx 600, a proxy for the market portfolio, with Europe’s nominal

growth rate. This resulted in an MRP of 5.04%, representing the difference

37 (Refinitiv 2024)
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Figure 100: CTT’s Cost of Debt — BBB Credit
Rating
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International Distribution Ser 2.21 0.69 1.77
PostNL NV 0.91 0.33 0.50
Bpost SA - Brussels 0.91 0.64 0.82
Poste Italiane SpA 0.93 0.15 0.23
Deutsche Post 1.05 0.69 0.88
Qesterreichische PostAG 0.53 0.66 0.56

Figure 101: CTT Ex — Bank Peers Levered
and Unlevered Betas

Source: Financial Times & Group Analysis
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between the market return and the risk-free rate. Adding a country risk

premium of 1.75%38, the total risk premium was calculated to be 6.79%.

CTT's capital structure reveals a net debt of approximately €117.8 M and the
company’s market capitalization stands at €592.5 M. This structure results in
an equity-to-enterprise value ratio (E/EV) of 83.41% and a debt-to-enterprise
value ratio (D/EV) of 16.59%.

The Cost of Debt for CTT was estimated at 3.96%, based on a synthetic credit
rating3® of BBB, reflecting its "Satisfactory" business risk profile and "Modest"
financial risk profile. This was determined by combining government bond
yields with BBB bond spreads, arriving at a 3.90% yield, adjusting for a default
probability of 0.11% and a loss given default of 55.20%, resulting in an
expected loss of 0.0607%. The resulting Cost of Debt was 3.96%, with a debt
beta of 0.27455.

CTT’s Cost of Equity was determined through an analysis of the unlevered
betas of its peers. The levered betas of comparable firms were adjusted for
their capital structures and tax rates to derive their unlevered betas, which
resulted in an average unlevered beta of 0.84. This beta, reflecting the risk of
a debt-free firm, was then relevered using CTT’s own capital structure, with a
net debt-to-equity ratio of 19.89% and a tax rate of 21%. This process yielded
a levered beta of 0.93 and a Cost of Equity of 8.42%.

6.1.4. CTT Ex-Bank DCF Model

CTT'’s core EBIT is projected to decline to €56.6 M in 2024 before recovering
steadily to €61.8 M in 2029. This recovery is largely attributed to growth in the
E&P segment, which continues to expand and offset the structural decline in
the Mail segment, where EBIT becomes increasingly negative. Meanwhile,
Financial Services are expected to remain stable, providing consistent

contributions to profitability throughout the forecast period.

The company’s NOPLAT is anticipated to grow modestly from 40.4 M€ 2024
to 43.9 M€ in 2029. Depreciation and amortization are forecasted to grow
steadily, contributing positively to the free cash flows. Although changes in
NWC fluctuate during the forecast period, they remain manageable, while
capital expenditure is expected to move in line with investment requirements,
reaching €87.5 M by 2029, slightly lower than the €102.3 M registered in 2024.

38 (Damodaran 2024)
39 (Gillmor 2015)
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Figure 104: Forecasted UFCF - Ex-Bank
(€ Millions)

Source: Group Analysis

Valuation, 31/10/2024

Sum PV Core Core UFCF 185
PV Terminal Value Core UFCF 581
MNon Core ltems -179

Enterprise Value 586.2
(-) Net Debt 118
(-) Equity attributable to

noncontrolling interest

Equity Value 468.4

# shares outstanding (as of
31/10/2024, million)

Per Share Value (€) 3.45

Figure 105: Forecasted EV, Equity Value
and Per Share Value - Ex-Bank (€ Millions)

Source: Group Analysis

Company Name Country Based Raw B  Adjusted B
Millenium BCP Portugal 1,423 1,282
Santander Totta Spain 1,599 1,399
BBVA Spain 1,515 1,343
CaixaBank Spain 0,710 0,807
Unicaja Spain 1,141 1,094
Unicredit Italy 1,250 1,167
Credit Agricole France 1,000 1,000
Banca Popolare Italy 1,153 1,102
Banca Monte dei Paschi Italy 1,722 1,481
Average 1,248 1,186

Figure 106: Banking’s peers and their betas
Source: Bloomberg Terminal

Key Figures - Bank's Cost of Equity

Risk-Free Rate 2,10%
Risk Premium Total 6,79%

B Levered (industry) 1,186

Cost of Equity (Re) 10,15%

R, = R¢ + Risk Premium * B cpereq

Figure 107: Banking's cost of equity key
figures, formula and result

Source: Group Analysis

-0.07

135.86

Group Part

CTT's free cash flow show a mixed but improving trend from 2024 to 2029. In
2024, the company is projected to generate €33.64 M in core unlevered free
cash flows (UFCF), arising trend is expected to continue with a UFCF of 46.18
M€ by 2029. The fluctuations in UFCF during the initial years (from 2024 to
2026) are primarily linked to changes in working capital and capital
investments. However, the overall trajectory points toward a recovery in the

later years of the forecast period.

The terminal value, calculated with a perpetual growth rate of 2%, reflects the
expected real growth rate of the economy. This rate assumes that CTT will
grow in perpetuity in line with the broader economy. A growth rate higher than
the economy would be unrealistic in the long run, as it would imply CTT would
eventually outgrow its market or become larger than the economy itself. By
aligning CTT’s terminal growth with the economy's projected growth, the
valuation maintains consistency with economic fundamentals and provides a

reasonable basis for long-term forecasting.

When combined with the discounted UFCFs, CTT's estimated enterprise
value (EV) is approximately €586.2 M. After accounting for non-core items,
net debt, and non-controlling interests, the company’s equity value is
estimated at €468.4 M. With 135.86 M shares outstanding, this translates into
an estimated per-share value of €3.45.

6.2. CTT Bank Valuation, FTE

6.2.1 CTT Bank’s Cost of Equity

To proceed with the Bank’s valuation using the FTE method, it is essential to
estimate the cost of equity for the Bank segment. This requires three key
inputs: the risk-free rate of 2.10%, the total equity risk premium of 6.79%, as
outlined in Section 6.1.3 (WACC), and the levered beta, which must reflect the

specific risk profile of the banking sector. The levered beta was determined by
calculating the average of the adjusted betas of the industry peers, resulting
in a value of 1.186. Once peers are from Southern Europe, they share similar
and robust regulatory frameworks applied to their capital structures. Thereby,
the average levered beta from the peer group was directly applied to the cost

of equity. Given these inputs, the cost of equity is estimated to be 10.15%.

6.2.2. CTT Bank’s Equity Forecast

A crucial step in the Bank business unit valuation is to forecast the bank’s
balance sheet and equity, which ultimately drives the FTE valuation. After

separating the Bank’s balance sheet from the Group’s consolidated balance
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sheet, an analysis of risk weighted assets (RWA) and Common Equity Tier 1
(CET1) trends was performed. From 2019 to 2022, Bank CTT managed to
maintain a steady ratio of total assets that were translated into RWA,
fluctuating between 37.9% and 39% of total assets. In 2023, this percentage
sharply decreased to 24.7%. In the same year, the LTD ratio fell to 51%, from
an 80.7% average in the past 4 years. By regulation, a bank’s RWA drives the
minimum amount of capital (CET1, in this analysis) that it must hold. In 2019,
CTT Bank held 19% of RWA as CET1. This value decreased until 2022, where
it reached 15%, still compliant with regulatory guidelines. In 2023, contrasting
with the sharp decrease in RWA as a percentage of total assets, the Bank

held 21% of RWA as CETL1, a 5.65pp increase from the previous year.

The first step to forecast the bank’s equity was to forecast its assets. Two of
the main balance sheet drivers considered were “Loans and Advances to
Customers” and “Deposits From Customers. From these two elements, a new
“Deposits Available After Loans” line was calculated, reflecting the capital
originated from deposits available to the bank after loans are given out. This
line was the main driver for the bank’s “Cash, Deposits at Central Banks, and
Investment” holdings, an aggregate category which includes several relevant
accounts. From 2024 to 2029, the aggregate of all the accounts included in
this category was forecasted as a percentage of “Deposits Available After
Loans”, growing steadily until it reaches the historical average of 170% in
2029, following the trend observed in 2023. Remaining bank assets that were
not included in this category, such as “Other Tangible Assets”, “Goodwill and
Intangible Assets”, and “Current/Deferred Tax Assets”, were forecasted by

employing a 5-year (2019-2023) moving average.

The forecasted yearly values for total assets were the basis for the calculation
of RWA, which are calculated as a percentage of total assets. Between 2024
and 2029, this percentage is forecasted to decrease at the average 2019-2022
growth (-0.8%), ensuring exclusion of the 2023 outlier in the analysis. In this
time period, RWA are expected to grow from €1.56bn in 2024 to €2.35bn in
2029. Similarly, CET1 is calculated as a percentage of RWA, growing at a rate
based on the historical 2019-2022 growth, once again excluding 2023 as an
outlier. In 2024, CET1 will be 19.2% of RWA. To ensure alignment with the
previous trend, the yearly decrease of this metric is slowed down each year
until 2029, where CET1 is expected to achieve 15% of RWA. This analysis
yields a CET1 value of approximately €300m in 2024, which increases to
€341m by 2029.
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Valuation, 31/10/2024
Equity Value 222,66 €

it shares outstanding (as of

31/10/2024, million) 135,86

Per Share Value (£) 1,64 €

Figure 110: Equity and Per Share Value
FTE Model — Bank

Source: Group Analysis

DCF & FTE Results

CTT Ex-Bank Share Price, DCF, € 3.45
CTT Bank Share Price, FTE, € 1.64
Share price (€) as of 31/10/2024 428
Difference (Estimated vs. Actual) 0.81
Upside 19%

Figure 111: Estimated Combined DCF and
FTE Share Price (€)

Source: Group Analysis

Potential Peers from 7 Business Rev NI .
Risk

Firms of Inicial Sample Alignement CAGR Margin

International Distribution Ser
PostNL NV

Bpost SA - Brussels
Oesterreichische Post AG
Poste ltaliane SpA

Deutsche Post

Figure 112: Chosen Ex-Bank Peer Group and
Criteria Analysis

Source: Group Analysis

Group Part

6.2.3. CTT Bank’s FTE Model

By projecting Common Tier 1 Equity (CET1) and Net Income for the years
2024 to 2029, annual cash flows to equity holders were calculated. These
cash flows were discounted using a 9,88% rate, representing the previously
established cost of equity. To estimate the bank's equity value beyond 2029,
a terminal growth rate of 2% was applied, based on the assumption that, in
the long term, CTT’s banking sector will grow at the same rate as the long-

term Portuguese GDP growth rate.

The sum of the discounted cash flows and the terminal value resulted in a total
equity value of € 201,71 million. Dividing this by the 138,44 million outstanding

shares, we derived a valuation of €1,46 per share.

6.3. CTT Group Valuation, DCF & FTE Results

The DCF and FTE results indicate a combined valuation of CTT's share price
at €5.09. Specifically, the CTT Ex-Bank Share Price derived from the DCF
approach is €3.45, while the CTT Bank Share Price, calculated using the FTE
method, adds an additional €1.64.

At a combined share price of €5.09, this valuation suggests that CTT is
currently undervalued, reflecting a 19% upside compared to the actual share
price of €4.28 observed as of 31/10/2024. The difference between the

estimated and actual share price amounts to €0.81.

6.4. Relative Valuation

6.4.1. CTT Ex-Bank Valuation, CCA

To evaluate CTT’s share price by using a relative valuation, an appropriate
peer group was selected. Since many logistics operators are either state-
owned or not listed on stock exchanges, the peer group includes only publicly
listed firms. The selection focused on firms that align closely with CTT’s profile
based on criteria such as business model, geographical region, risk exposure,

and revenue and net income CAGR.

The geographical region was restricted to European companies, as the EU
provides a shared regulatory framework—particularly for Mail Services—and
similar economic conditions. This ensures that the chosen peers operate
under comparable market dynamics and face analogous challenges.
Companies included in the peer group also needed to have a business model

similar to CTT’s, deriving revenue primarily from mail and parcels operations.
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Multiples | 2023
EV /| Revenues

EViRevenues 0.47
Ex-Bank Revenues a856.87
Implied Share Price 213€
Weight 20%
EVIEBITDA 3.87
Ex-Bank EBITDA 110,14
Implied Share Price 2.2T£€
Weight 20%
EVIEBIT 9.27
Ex-Bank EBIT 50.15
Implied Share Price 2.56€
Weight 20%
PIE 948
Earnings per Share 043
Implied Share Price 4.08€
Weight 20%
PiB 249
Book Value per Share 175
Implied Share Price 3.50€
Weight 20%
£ 3.12

Figure 113: CTT Ex-Bank’s CCA Valuation

Source: Group Valuation

Potential Peer From B Rev Net
15 Banks Initial ) Margin

Sample eece Alignment Drivers CAGR
BNP Paribas

Millenium BCP

Banco Santander

BBVA

Bankinter

CaixaBank

Unicaja

Unicredit

Credit Agricole

Societe General

Banca Monte dei Paschi
Banca Sistema
Finecobank

Banca Popolare

Figure 114: Initial Banking Peer Group and Criteria
Analysis

Source: Group Analysis
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Firms focusing exclusively on parcels, such as FedEx or UPS, were excluded

due to their differing operational structures and priorities.

Furthermore, to reflect CTT's growth trajectory, peers were required to
demonstrate similar revenue and net income growth (CAGR), ensuring a
focus on companies with aligned growth to CTT. Additionally, given that CTT
operates in a specific risk environment, only companies with comparable risk

profiles were considered.

According to these criteria, the peers selected for the relative valuation of CTT
include well-established companies in the postal and logistics industry,
providing a relevant benchmark for comparison. These peers are:
International Distribution Services, PostNL NV, Bpost SA - Brussels, Poste

Italiane SpA, and Deutsche Post.

The multiples used in the relative valuation model are: Enterprise Value to
Revenue (EV/Revenue), Enterprise Value to EBITDA (EV/EBITDA),
Enterprise Value to EBIT (EV/EBIT), Price-to-Earnings Ratio (P/E), and Price-
to-Book Ratio (P/B). They were selected to offer a comprehensive view of
CTT's financial performance across different dimensions. EV/Revenue and
EV/EBITDA assess income generation and profitability, while EV/EBIT
focuses more on operating performance. P/E reflects how much investors are
willing to pay for each unit of earnings, and P/B compares market value to
book value, reflecting how assets are perceived. Together, these multiples
provide a well-rounded view of CTT’s financial health, covering revenue,

profitability, earnings, and asset value.

The final implied share price for CTT was derived by applying equal weights
to the five selected multiples, each assigned a 20% weight, this ensures that
no single financial metric disproportionately influences the final valuation. By
using the median values for 2023 for each of these multiples, a balanced
approach is maintained, which helps mitigate the impact of any outliers or
anomalies in individual metrics. The final result of this calculation yields an
implied share price for CTT of €3.12.

6.4.2. CTT Bank Valuation, CCA

To construct the peer group for benchmarking Banco CTT, four primary
criteria were applied: geographical proximity, business model alignment,

primary revenue drivers, and net margin historical CAGR.

The peer group was limited to banks operating in Southern Europe due to the
similarities in political, regulatory, and economic contexts. These countries,
characterized by political stability and a shared regulatory framework under

entities like the ECB, exhibit relatively comparable economic environments.
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Criteria Analysis

Source: Group Analysis

Multiples | 2023
Price-to-Book Ratio (P/B)

P/B 0,81
BCTT's Book Value per Shart 1,99
Implied Share Price €1,61

Weight 25%
P/E 7,26
BCTT's Earnings per Share 0,13
Implied Share Price €0,91

Weight 25%

Price-to-Tangible Book Value (P/TBV)

P/TBV 0,94
BCTT's TBV per Share 1,38
Implied Share Price €1,88
Weight 25%
EV/Deposits 0,08
BCTT's Total Deposits 3106,18
Market Cap 235,83
Implied Share Price €1,74
Weight 25%
€1,53
Figure 116: Banking’s CCA

Valuation

Source: Group Analysis

Group Part

Consequently, a sample of 14 publicly listed banks from Portugal, Spain,

France, and Italy was selected for initial consideration.

Banco CTT, a postal bank, focuses on providing investment, insurance, and
general retail banking services tailored to individual customers and small
businesses. Due to Banco CTT’s relatively small size, recent establishment,
and limited diversification in financial products and services, finding accurate
peers was challenging. After an evaluation of the 14 banks' business models,
Finecobank was excluded once it's specialized in digital banking and wealth
management, which is not directly comparable to Banco CTT's core

activities.40

Banco CTT’s primary revenue driver is net interest income, a reflection of its
retail banking focus. This contrasts with the revenue structures of investment-
focused banks. Consequently, BNP Paribas and Société Générale were
excluded from the peer group as their revenues are predominantly derived

from investment banking activities, making them unsuitable for comparison.

The final criterion applied was the net margin historical CAGR, analysed from
2019 to 2023. During this time, Banco CTT demonstrated strong growth in
revenues, net income, and net margin. While some fluctuations were
observed from 2021 to 2023, the overall trajectory highlighted the bank’s
expansion and efforts to gain market share within the Portuguese banking
industry. To ensure consistency, banks showing a downward trend in these
metrics during the same period were excluded from the peer group. As a

result, Bankinter and Banca Sistema were removed.

The relative valuation of the Bank segment was conducted using four
multiples. In addition to P/B and P/E, which were also used in the CCA of the
Ex-Bank segment, the Bank segment's CCA included Price-to-Tangible Book
Value (P/TBV) and EV/Deposits Ratio. P/TBV assesses the market's
perception of the bank's equity relative to its tangible book value, excluding
intangible assets, while EV/Deposits evaluate the efficiency of leveraging

deposits as a core funding source.

The valuation is based on the median values of the P/B, P/TBV, P/Deposits,
and P/E multiples for 2023 from the 9 banks that constitute the segment's peer
group. Accordingly, the Bank segment's estimated price per share is €1.61
using the P/B multiple, €0.91 using the P/E multiple, €1.88 using the P/TBV
multiple, and €1.74 using the P/Deposits multiple. The implied share price,

based on the equally weighted average of the four multiples, is €1.53.

40 (Bloomberg Terminal, 2024)
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Sum of Parts CCA | 2023

Implied Share Price - Ex Bank €3,12
Implied Share Price - Bank €1,53
# Shares Outstanding (millions) 135,86
Implied Market Capitalization
€632,42
€4,65
Group CTT - Actual Share Price €4,28
Difference (Estimated vs. Actual) €0,37
Upside 8,76%

Figure 117: CTT Group CCA Valuation as Sum of
Parts

Source: Group Analysis

Group Part

6.4.3. CTT Group Valuation, CCA Results

As of 31/10/2024, the sum of parts relative valuation for CTT based on the
Comparable Company Analysis (CCA) shows an implied share price of €3.12
for CTT excluding the bank and €1.53 for the bank. With 135.86 million shares
outstanding, this results in an implied market capitalization of €632.42 million
for the group. The combined implied share price for the entire CTT group is
calculated to be €4.65. In comparison, the actual share price as of 31/10/2024
is €4.28, indicating a difference of €0.37. This suggests an upside potential of
8.76%, highlighting the possibility of significant share price appreciation.

7. Risk and Sensitivity
 71Rsk ...

7.1. Risk

CTT has developed a comprehensive risk management framework to address
challenges that could impact its strategic objectives, operational resilience,
and financial performance. The banking unit introduces additional financial

risks requiring specialized oversight.

Strategic risks are a significant focus for CTT, as they arise primarily from
external factors and can influence the company’s competitiveness, economic
performance, and resilience. The risk of economic decline is significant, as
global and domestic economic conditions directly impact demand for its
services and operational costs. Factors like inflation, rising interest rates, and
geopolitical tensions, such as the Ukraine conflict, create economic instability.
Domestically, a slower GDP growth in Portugal, coupled with reduced
consumer spending and rising costs, poses challenges to CTT's revenue
streams, particularly in e-commerce and postal services. Additionally, the
increasing frequency of climate disasters poses operational challenges,
threatening infrastructure and disrupting continuity. Also, with the increasing
sophistication and frequency of cyberattacks, cybersecurity is a growing
concern, with the rising complexity and volume of cyberattacks necessitating

robust technological defences and employee awareness programs.

Operational risks, which stem from failures in processes or regulatory

compliance, present another critical challenge. CTT faces significant risks
related to workplace accidents, particularly road accidents given its
geographically dispersed operations. As a result, CTT has implemented a
road prevention training program to reduce accidents and related incapacity.
Additionally, sustainability reporting regulations are becoming more complex,

posing significant challenges for organizations. Accordingly, CTT has taken a
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strong position on ESG principles as part of its internal transformation, further
detailed in Section 8 (ESG Analysis).

Financial risks represent a critical area for CTT, encompassing challenges
such as interest rate fluctuations, liquidity constraints, and credit risk within the
banking unit. The rise in interest rates, coupled with potential mismatches in
asset and liability maturities, poses risks to profitability and financial stability.
Liquidity risk is particularly relevant for Banco CTT, given its reliance on
customer deposits as a primary funding source. To address this, Banco CTT
actively manages cash flows and ensures compliance with regulatory liquidity
ratios. Credit risk, inherent in retail banking, is managed through a robust
impairment framework aligned with IFRS 9, which incorporates a three-stage
classification system for loan loss provisioning. While CTT’s market risk is
relatively limited due to its lack of a trading portfolio, its investment activities

still require careful oversight to avoid risks and adverse price movements.

CTT also faces industry-specific risks, such as its dependence on e-

commerce growth. While e-commerce has been a major driver of the
company’s E&P business, any significant slowdown in this sector would
directly affect revenues. In the Mail business, regulatory changes pose
additional challenges, given CTT’s obligations under its universal postal
service concession, which may be subject to shifts in pricing models or service
requirements. Another pressing strategic concern is the ongoing shift to digital
communication and the decline in physical mail volumes continue to pressure
CTT'’s postal business, with the company working to offset reduced demand

while maintaining service quality.

7.2. Sensitivity Analysis

To further enhance the valuation analysis of CTT, a sensitivity analysis was
conducted in order to evaluate the impact of two key variables on the
company’s valuation. This analysis evaluates the effect of incremental
changes in terminal growth rate and cost of capital to explore potential

valuation outcomes under vary assumptions.
7.2.1. Sensitivity Analysis DCF

Focusing in the DCF, the selected key variables were the cost of capital and
the terminal growth rate. Due to their inherent uncertainty and their substantial
impact in the Share Price, these variables were subject to both positive and

negative variation of 0,5%.

This analysis reflects a high sensitivity of the share prices to changes in both

variables. Incremental increases in the terminal growth rate positively impacts
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the Share Price, primarily under lower WACC scenarios. As the terminal
growth rate increases from 0% to 4%, the Share Prices increases
substantially. For a wacc equal to 9,88%, the Share Price ranges the values
€3.1 and €7.6.

On the other hand, the opposite happens for the cost of capital. An increase
in WACC results into a decrease in the Share Price, demonstrating the impact
of higher financing costs and perceived risk on valuation. Finally, as shown in
Appendix 18, the price ranges €2.1 and €24.2.

7.2.2. Sensitivity Analysis FTE

For Banco CTT, for the same reason as the previous analysis, the chosen
variables were the cost of equity, and the terminal growth and were subject
to changes of 0.5%. The results (Appendix 20) were similar to the
sensitivity analysis of the DCF, as the cost of equity increases, the Share
Price is affected negatively, and the opposite happens to the increase in

the terminal growth rate.

7.3. Monte Carlo Valuation

With the purpose of further analyzing the sensitivity of the DCF and FTE
models to changes in some key variables, a Monte Carlo valuation was
performed for both of these methods. The mean, or expected value, of the
selected variables is considered to be that of the original models. Then, an
appropriate standard deviation was assigned to each of them. For the purpose
of this analysis, 1000 iterations of the model were performed, extracting a new
stock price for each of them. In each of them, a new value for all the variables
is randomly selected at the same time, within the standard deviation interval
defined. This allows to analyze the combined effect of changing all the
variables all at once. Finally, after having 1000 different estimated stock
prices, reflecting many different random paths that the selected variables
could take, the maximum, average, and minimum stock price of the dataset is
extracted and analyzed. In the end, the results of the Ex-Bank (DCF Monte
Carlo) and Bank (FTE Monte Carlo) are combined to arrive at a final expected

stock price arising from all the iterations.
7.3.1. CTT Ex-Bank Valution, Monte Carlo

For the CTT Ex-Bank valuation, the DCF model was adapted into a Monte
Carlo analysis. The first two variables thought to be affected were the cost of
equity and cost of debt, effectively evaluating the impact of many different
WACCs across the iterations. Standard deviation was set at 0.5% for both of

these variables. Then, the terminal growth rate was also considered as a

44



ta

.--—___

L - N S N N N > & &
FEIETFPIRFTETISAETHF S
R A A A A A - L U SR A o O O 9 W
r&w?ms»?&%w»°mw
Y Y YV ¥ Q¥ EYYeYeyy Yy e e e

Figure 118: CTT Ex-Bank Stock Distribution
for 1000 MC iterations (€)

Source: Group Analysis
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Figure 119: CTT Bank Stock Distribution for
1000 MC iterations (€)

Source: Group Analysis

Monte Carlo lterations Summary

Share Price Valus Max Meaan diri

Ex-Bank 566

2,11

3,42
1,62

2,26

Bank 1.26

Group T.77 5,04 3,51

Figure 120: CTT Group Monte Carlo
Valuation

€ .
Source: GréuZ) Analysis

Group Part

relevant variable. Being a variable with less uncertainty, the standard
deviation is expected to be lower, set at 0.2%. Finally, with the intention of
evaluating shifts from the forecasted revenue and cost values, the year-on-
year EBIT growths between 2025 and 2029 were the last variables to be
accounted for. The uncertainty in EBIT forecast is recognized to be larger than
the previous variables, so standard deviations are set at higher values.
Furthermore, the farther out in time the valuation is, the less certainty there is
about the forecasts. As such, the standard deviation of EBIT growths
increases from 1.5% (2025) to 1.6% (2029). The final average and expected
stock price of CTT Ex-Bank, in the selected 1000 iteration set, is €3.42. The

minimum observed stock price was €2.26 and the maximum €5.66.
7.3.2. CTT Bank Valuation, Monte Carlo

In the case of the CTT Bank valuation, the model adapted was the FTE. With
the same reasoning as for the Ex-Bank analysis, the cost of equity is randomly
changed with each iteration, within the interval associated with a 0.5%
standard deviation. Net Income growth, much like EBIT in the previous case,
is also expected to be more subject to uncertainty. As such, and following the
same reasoning, each year-on-year growth is randomly selected, with
standard deviations increasing from 1.5% to 1.6%. The final average and
expected stock price of the Bank portion of CTT, in the selected 1000 iteration
set, is €1.62. The maximum stock price observed for CTT Bank was €2.11

and the minimum €1.26.
7.3.3. CTT Group Valuation, Monte Carlo Results

With 1000 iterations for the CTT Ex-Bank stock price and 1000 iterations for
the CTT Bank stock price, it is finally possible to arrive at a final CTT Group
stock price for the Monte Carlo analysis. In the data set used, the expected
stock price for the Group is €5.04, representing an 18% upside from the stock
price as of 31/10/2024.

8. Final Valuation Summary

CTT Group’s stock price was assessed through three different valuation
methods, all considering an Ex-Bank and Bank sum of parts approach: DCF

and FTE; Comparable Companies Analysis; Monte Carlo Analysis.

In order to estimate a final estimated stock price, and recognizing different
strengths and weaknesses in each of the methods, equal weights were
assigned to all three approaches. The DCF and FTE models, while enabling
great flexibility in cash flows estimation, are highly affected by the WACC and
terminal growth values. This pitfall is addressed in the Monte Carlo valuation,
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CTT Group Final Valuation (€)

CTT Group Share Price, DCF & FTE 5,09
Weight 33,3%
CTT Group Share Price, CCA 4,65
Weight 33,3%
CTT Group Share Price, MC 5,04
Weight 33,3%
CTT Group Share Price, € 4,93

Share price (€) as of 31/10/2024
Difference (Estimated vs. Actual)

4,28
0,65

Upside

15%

Figure 121: CTT Group Final Stock Price

(€)

Source: Group Analysis
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Figure 122: Environmental Pillar Score

Evolution
Source: Bloomberg
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Mitigation of CO2e Emissions of

132 Spe
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©
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Offsetting Direct Carbon Emissions .

Promote Active Reforestation of ’
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Renewable Sources
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which joins 1,000 different combinations of WACC and terminal growth values
(among other relevant variables), within a standard deviation range. In turn,
the CCA analysis enables the valuation of CTT through selected peers’
multiples, safeguarding over or underestimation of cashflows that the DCF,

FTE and Monte Carlo models are exposed to.

Joining estimates from these three different approaches, the final estimated
stock price for Group CTT, as of 31/10/2024, is €4.93, representing a 15%
upside potential from the stock price of €4.28 as of this date.

9. ESG Analysis

CTT has proved consistent environmental leadership, outperforming the peer
group average across key metrics. Its Environmental Pillar Score improved
from 6.13 in 2020 to a high of 6.52 in 2022, slightly declining to 6.40 in 2023,
supported by initiatives such as achieving 100% renewable electricity, which
eliminated Scope 2 emissions, alongside efforts to enhance fleet efficiency

and promote waste management aligned with circular economy principles.

The GHG (Greenhouse Gas) Emissions Score, while declining from 8,58 in
2021 to 8,20 in 2023, remains above the peer average. Tackling Scope 1
emissions from the vehicle fleet and substantial Scope 3 emissions from
outsourced transport remains a challenge, requiring a shift away from fossil
fuels and better management of indirect emissions. CTT's commitment under
SDG 13, aimed at taking urgent climate action, resulted in achieving 3 out of
8 objectives in 2023, such as offsetting 7,224.9 tonnes of CO, emissions for
Green Mail and Express & Parcels offers in Portugal and launching successful
reforestation initiatives like the A Tree for the Forest campaign, which sold
12,508 kits. However, CTT fell short in reducing Scope 1 emissions, which
increased by 4.3% instead of the targeted decrease. These setbacks highlight
the need for accelerated progress in fleet electrification and logistics

optimization to further improve emissions management.

The decline in the Energy Management Score from 6.54 in 2020 to 6.17 in
2023, falling below the peer average, alongside the Air Quality Score of 5.48
in 2023, which also lags peers, highlights the urgent need to accelerate fleet
electrification, improve logistics efficiency, and encourage subcontractors to
adopt greener technologies. CTT's efforts aligned with SDG 7 have shown
notable progress, such as purchasing 100% renewable electricity backed by
a Guarantee of Origin certificate and increasing photovoltaic energy
production by 194.8%, reaching 1.86 million kWh in 2023. Further
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achievements include the installation of LED lighting in 181 buildings, covering
70,000 mz2, contributing to energy efficiency goals. Under SDG 12, CTT also
maintained a 99.3% waste recovery rate and incorporated 82.4% of recycled
and reused materials into its mail and express offers, reflecting significant

progress toward circular economy principles.

Addressing these gaps is crucial for boosting operational sustainability,
reducing emissions, and achieving parity with leading competitors. While
CTT’s environmental strategy has achieved important milestones, there
remains a need for continuous innovation to meet long-term sustainability

goals and maintain leadership in environmental performance.

9.2. Social

In 2023, CTT achieved a Social Pillar Score of 4.85, exceeding the peer group
average of 3.59. Among its peers, only Poste Italiane attained a higher score,
with 5.11. Since 2020, both CTT and the peer group have exhibited an upward
trend in their scores. However, CTT has consistently outperformed the peer

group average and demonstrated a superior growth rate. 41

CTT has significantly improved its Product Quality Management Score, rising
from 3.00 in 2020 to 7.95 in 2023, while the peer group average remained
stable at 4.65. In 2023, CTT achieved the highest score among its peers,
alongside Poste Italiane. Operational innovations played a key role in these
improvements. For example, CTT introduced MOBI CTT in 2023, a tool
designed for postmen to simplify task management, enhance delivery
efficiency, and improve service quality. Additionally, CTT launched “Helena”,
its first chatbot powered by Generative Al, providing customers with seamless

and always-available assistance.*?

While the peer group average successfully increased its Labor and
Employment Practices Score from 4.47 in 2020 to 5.21 in 2023, CTT
experienced a slight decline, decreasing from 4.72 in 2020 to 4.68 in 2023. As
a result, CTT’s score now falls below the peer group average, ranking only
above Deutsche Post. By the end of 2023, CTT had fully achieved only one
of the seven goals it had set in alignment with SDG 4. Although two employee
satisfaction surveys were conducted during 2023, the annual training rate for
CTT's permanent staff was 0.7%, below the target of 1%, resulting in 89% of
workers receiving training rather than the targeted 90%. Furthermore, only
15.9% of new staff participated in the integration program aimed at onboarding

all hires, while the implementation of the new onboarding and equal

41 (Bloomberg Terminal, 2024)
42 (CTT, 2023)
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opportunities training programs was postponed to 2024. Similarly, CTT
achieved only one of its three SDG 5 goals: publishing the CTT Equality Plan.
Instead of a full wage gap analysis, the company provided a preliminary
version included in the 2024 Equality Plan. Additionally, the female-to-male
ratio in senior and middle management fell by 0.6 percentage points from
2022 to 2023.

Since 2020, both CTT and its peer group have experienced a downward trend
in the Occupational Health and Safety Management Score, with CTT showing
a more pronounced decline, from 4.33 in 2020 to 3.15 in 2023. Despite this,
CTT still maintained a higher score compared to the peer group, which
recorded 3.01 in 2023. By the end of 2023, CTT had achieved only two out of
the five goals it had set, aligned with SDG 3. While the company successfully
prevented labor mortality (with O fatal accidents) and improved the attendance
rate by 0.8p.p., the number of road and occupational accidents rose by 25.9%
and 8%, respectively. This increase contributed to a 9.2% rise in lost workdays
between 2022 and 2023.

Finally, CTT successfully achieved five out of eight goals related to SDG 10,
which focuses on promoting proximity to the local community. The company
organized 15 corporate volunteering and social support initiatives, with the
annual average of employee volunteering hours increasing from 2022 to 2023.
CTT maintained a First Contact Resolution rate and customer support line
performance above 90%, reaching 93% by the end of 2023, and ensured a
satisfaction level above 60% across customer support channels. Additionally,
CTT upheld its capillarity, providing at least one post office in 100% of
municipalities and rural areas, and sourced 99.5% of its services from local

suppliers (by purchase volume in the Iberian Peninsula).

9.3. Governance

The shareholder structure of a company plays a crucial role in determining its

governance dynamics and decision-making processes. For CTT, this structure
reflects a diverse combination of institutional, industrial, and retail investors.
The largest shareholders include Global Portfolio Investment, S.L and Manuel
Champalimaud SGPS, S.A, holding 15,61% and 14.26% respectively. With
the top ten shareholders owning approximately 52% of the total company’s
capital, it is concluded that the concentration of decision-making power is
shared by a few key entities. Institutional investors account for 35,7% of the
ownership, with a strong presence in North America, followed by Europe,
including Portugal and Spain, representing around 57,6% and 26,4%
respectively. This justifies Bloomberg Shareholder rights score of 6.82,

outperforming the average peer group.Focusing on overall board composition,
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45% of the administration is independent, with a large diversity of capabilities
and expertise. This structure promotes accountability and long-term value
creating, allocating CTT with a score of 7.83 in Bloomberg Board Composition

Score, outperforming most of its peers.

The management compensation’s score, besides showing an upward trend,
is relatively low, achieving a value of 3.66 compared with the average peer
group of 7.49. Although CTT needs to improve its compensation method, the
company currently compensates its management team with both fixed and
variable remuneration, amounting in 2023 to €2,785,656 and €1,492,467
respectively. To tie incentives with the performance of the company,
executives including the CEO, CFO and CCO patrticipate in a stock option plan
linked to company performance, featuring options exercisable in three
tranches. Another important evolution was the implementation of ESG in the

targets of top management.

Finally, CTT aims to create a model of governance, ensuring of CTT people
in the company’s culture and strategic goals. Besides the maintenance of its
certificates related with the company’s culture, CTT has also successful
promoted trustful communication channels for stakeholders. In line with its
governance priorities, CTT also maintained its endorsement of the 10
principles of the United Nations Global Compact and reaffirmed its
commitment to the business ambition to 1.5° initiative. Moreover, CTT
successfully achieved a leadership position of A- in the Carbon Disclosure

Project for Climate Change.

Taking all these factors into consideration, it is concluded that CTT’s
governance reflects a well balance approach. However, there is still room for
improvement, as Governance Pillar Score is still below most of its peers with
a value of 6,64 compared with the average of the peer group of 7,14, likely

explained by the poor management compensation score.
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10. Conclusion

CTT faces significant challenges in both its Logistics and Banking & Financial
Services sectors, requiring adaptability and innovation to maintain growth. In
the Logistics sector, CTT must address the steady decline in mail volumes
while adapting to the competitive and fast-changing e-commerce landscape.
Nevertheless, CTT’s expanding footprint in Iberian logistics provide a strong
foundation to capture growth opportunities. The company’s strategic
investments in e-commerce partnerships and a unified Iberian service offering
highlight its commitment to maintaining relevance in a dynamic market.
Additionally, efforts to diversify the Mail Business Unit demonstrate CTT’s

proactive approach to sustaining this segment.

In the Banking Business Unit, CTT operates in a saturated and highly
competitive market. Despite these challenges, Banco CTT has emerged as a
key growth driver, successfully attracting deposits and clients while expanding
its market share. In the Financial Services Business Unit, reliance on public
debt placements presents a notable risk, especially amid evolving economic
and regulatory environments. Nonetheless, CTT's focus on digital
transformation acts as a crucial differentiator. Initiatives like streamlining
access to savings products via online platforms aim to enhance customer
experience and position CTT as a modern and cost-effective financial services

provider

CTT’s valuation results in a BUY recommendation, with a target price of €4.93,
offering a 15% upside from the October 31st closing price of €4.28. This
upside is primarily driven by growth in the E&P unit and the strong

performance of Banco CTT.

The E&P unit benefits from the rapid expansion of e-commerce, supported by
strategic partnerships and innovations like smart lockers and unified logistics
solutions. These efforts enhance delivery efficiency and customer
convenience, enabling CTT to capture a growing share of the e-commerce
market. Banco CTT leverages its strong brand and CTT’s extensive retail
network to drive profitability and scalability. Its cost-efficient operations and
focused product offerings, such as auto and mortgage loans, give it a
competitive edge in the banking sector. By combining digital tools with
physical services, Banco CTT fosters deeper customer engagement and

achieves steady margin growth.

Together, these segments establish a foundation for sustainable growth and

underline the company’s potential as a compelling investment opportunity.
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Dividend policy is a cornerstone of corporate financial strategy, influencing
investor perception and long-term value creation. As firms navigate the
delicate balance between rewarding shareholders and retaining earnings for

growth.

This paper will analyse the historical dividend payout decisions of CTT,
assessing their sustainability and impact on shareholder value. By examining
CTT'’s past dividend trends and aligning them with a practical framework, the
aim is to evaluate whether these payouts have been effective in maintaining
financial flexibility and meeting investors’ expectations. The paper will propose
a sustainable dividend policy for CTT, considering its financial position and
future opportunities. To support this recommendation, a qualitative approach
will be employed, which includes the use of determinants of dividend policy
with a payout recommendation linked to each dividend determinant, and also
a quantitative part, which includes the use of equity-free cash flow estimation
and dividend discount model. These tools will be used to identify a sustainable
payout policy for CTT for the period between 2024 to 2029.

The relationship between dividends and firm value has been explored through
various theoretical and practical lenses, emphasizing factors such as investor
preferences, market efficiency, and financial health. Understanding these
dynamics is essential for evaluating the impact of dividend decisions on long-

term firm performance and shareholder value.

Irrelevance Theory

The Dividend Irrelevance Theory, by Miller and Modigliani in 1961, states that
a firm’s dividend policy does not affect its valuation or stock price in a perfect
market*3. According to this theory, a firm’s value is solely determined by its
investment strategy and its ability to generate earnings, rather than how those

earnings are distributed between dividends and retained profits.

This theory assumes a perfect market with no taxes, transaction costs, or
information asymmetries, where investors have equal access to information.
It also presumes that investors behave, rationally, maximizing wealth without
preference for dividends or capital gains. Finally, it suggests that a firm’s
investment decisions are independent of its dividend policy, meaning that the
choice to reinvest earnings or pay dividends does not influence the firm’s
fundamental value. Although influential, the theory has been criticized for its

reliance on unrealistic assumptions. In practical markets, factors such as

43 (Priya e Mohanasundari 2016)



Individual Part: Leonor Ferreira Cruz | 47041

taxes, transaction costs, and information gaps exist, challenging the theory's

applicability to real-world scenarios.

Dividend Relevance

The Bird-in-Hand Theory, formulated by Myron Gordon and John Lintner,
argues that dividends are highly relevant to a firm’s valuation and play a
significant role in shaping its market value*4. This theory challenges the
Dividend Irrelevance Theory by suggesting that investors prefer immediate
and certain dividend payouts over uncertain future capital gains, as the latter

carries greater risk due to uncertainties in reinvesting retained earnings.

Lintner's study of 28 U.S. corporations revealed that managers approached
dividend payouts cautiously, prioritizing stability and increasing dividends only
when confident that higher payouts could be sustained, aiming to signal
financial stability and maintain shareholder confidence. Building on this,
Gordon linked dividend payouts to stock price behavior, arguing that dividends
have a more significant impact on stock prices than retained earnings by
reducing investor uncertainty and enhancing a firm's attractiveness, which
drives stock prices upward. Together, their findings underscore the crucial role
of dividend policy in reducing uncertainty, boosting investor confidence, and

positively influencing firm value.

Asymmetric Information and Signalling

Dividends play a key role in signaling a firm's financial health and prospects,
particularly in markets with asymmetric information. Managers use dividends
to convey confidence in earnings and stability, with increases often boosting

investor confidence and reductions signaling potential challenges*®.

In such markets, dividend policy serves as a strategic tool to reduce
uncertainty, as investors rely on limited public information. Studies indicate
that dividend increases align with positive financial outlooks and elicit
favorable market reactions*¢. However, the effectiveness of dividends as a
signal depends on consistency, predictable policies build trust, while erratic

changes risk undermining confidence.

44 (Murtaza, et al. 2018)
45 (Elfakhani e Merville 1994)
46 (Elfakhani e Merville 1994)
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Practical Framework #

Dividend policy is vital for shareholder satisfaction and firm value, requiring a
balance between financial metrics and market perceptions. The FCFE model
helps determine the funds available for dividends or buybacks, ensuring the
company doesn't pay out more than what is sustainable. If FCFE consistently
exceeds dividends or buybacks, it may require new debt or equity financing,

which in the long term is unsustainable.

Investment opportunities should be assessed by comparing the firm’s Return
on Equity (ROE) to its Cost of Equity. A higher ROE relative to Cost of Equity
indicates that retaining earnings for investment is appropriate, while a low
ROE suggests inefficiencies, prompting a reassessment of the dividend
strategy.

When a firm has a cash surplus and high-quality investment opportunities, it
can balance reinvestment and dividends. If cash surplus exists but few
opportunities, the firm should return cash to shareholders to avoid
inefficiencies. In the case of a cash deficit and strong investment prospects,
reducing dividends is necessary to allocate resources efficiently. If both a cash
deficit and poor projects are present, the firm should cut dividends and focus

on improving project selection.

Beyond this matrix, qualitative factors like including growth opportunities, risk,
and financial leverage influence dividend decisions. Companies with more
growth opportunities tend pay lower dividends to reinvest profits, creating an
inverse relationship between growth potential and dividend payout ratio.
Riskier companies tend to pay lower dividends due to less predictable
earnings, while stable earnings allow for higher payouts, and fluctuations may
require more conservative policies. Similarly, companies with higher levels of
debt will typically pay out less, as much of their cash flow is already committed
to covering debt obligations. Companies with more debt may limit dividends
to avoid excessive leverage, while those with stronger equity can afford higher

payouts.*®

47 (Damodaran, "Applied Corporate Finance" 2014)
48 (Damodaran, "Applied Corporate Finance" 2014)
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3. Historical Analysis

3.1. CTT Dividend Policy

CTT’s dividend policy, aims to balance financial flexibility, shareholder returns,
and strategic business growth*®. By aiming to maintain sufficient financial
capacity, the company ensures the flexibility needed to invest in its operations
and strengthen its leadership in logistics and e-commerce across Portugal and
Spain. Since 2022, CTT has adopted a policy combines two components,
recurring ordinary dividends and occasional share buybacks. Ordinary
dividends are based on a payout policy of 35% to 50% of net income, providing
consistent returns to shareholders. Share buybacks, on the other hand, are
more flexible and are implemented depending on market conditions. When
shares are repurchased, they are subsequently cancelled, if market conditions
are favourable. Over the past three years, CTT has adhered to this policy,
maintaining payout ratios within the specified range and a with a consistent

feature since 2020 being the steady increase in dividend per share (DPS).

The COVID-19 pandemic disrupted CTT’s dividend strategy in 2020,
prompting the cancellation of a planned €0.11 per share dividend for FY2019
due to economic uncertainty. The Board of Directors considered this a prudent
measure to preserve resilience during a period of significant uncertainty®°.
This resulted in CTT not distributing dividends and a 0% payout ratio as the
company prioritized cash preservation. This changed in 2020 when the payout
ratio surged to 76.5%, even amidst the challenges of the COVID-19 pandemic.
This decision likely aimed to maintain shareholder confidence during an
uncertain economic period. From 2021 to 2023, CTT'’s payout ratio stabilized
within the company’s policy range of 35%-50%. The introduction of share
buyback programs in 2021 marked a significant shift in CTT’s approach to
shareholder returns. These programs peaked in 2022, where the modified
payout ratio, which includes share buybacks, exceeded 100%, driven by

significant share buyback activity amounting to €21.57 million.

CTT's trajectory from 2019 to 2023 highlights its transition from a conservative
dividend policy to a more flexible payout strategy. The consistent increase in
DPS and the inclusion of share buybacks illustrate a clear focus on maximizing

shareholder value.

4 (CTT, "Integrated Report" 2019 - 2023)
50 (Faria 2020)
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3.2. CTT Returns

Under its current dividend policy, dividends are directly linked to net income,
with significant growth in DPS and yields observed since 2021. The dividend
yield, which was 2.91% in 2020 with a DPS of 0.09€, has steadily increased.

In 2023, the dividend yield peaked at 4.75%, with a DPS of 0.17€ and a share
price of 3.58€. This represents a significant recovery from the challenges of
2020, driven by rising net income from 16.67M€ in 2020 to 60.51M€ in 2023.
Additionally, the share buyback program, which has slowly reduced the

number of shares outstanding, likely contributed to the higher yield.

The FCFE values for CTT display significant fluctuation from 2020 to 2023,
driven by variation in operational performance, investment activities, and
changes in NWC. Starting in 2020, FCFE was 43.66M€, showing resilience
despite pandemic-induced economic challenges. In 2022, FCFE surged to
231.37M&, primarily due to extraordinary net working capital adjustments that
provided a temporary boost, driven by an increase in payables®l. This
exceptional FCFE driven by one-off net working capital adjustments, rather
than underlying operational strength. This trajectory reversed in 2023, with
FCFE plummeting to -84.12M&€, as significant increase in NWC, with payables

going back to their normal level.

The company’s dividend policy, at times, appears misaligned with its cash flow
generation capacity. Share buybacks were introduced in 2022, adding a new
dimension to shareholder returns. That year, total cash distributions
consumed 17% of FCFE. The significant free cash flow in 2022 comfortably
supported these distributions. However, in 2023, total cash distributions
reached 33.86M€, despite FCFE being negative. This highlighted a
considerable funding gap, likely addressed through cash reserves or debt,
which increased through commercial paper, although there is no increase in
bank loans in 2023 or until Q3 2024.

As mentioned, the comparison between CTT’s ROE and Cost of Equity
provides crucial insight into the company’s ability to generate value for its
shareholders. Across the years, CTT has demonstrated a consistent ability to
maintain ROE above Cost of Equity, signalling that the company has been
investing in positive NPV projects®? and generating an adequate return for its
shareholders. Even in 2020, ROE remained higher than the Cost of Equity at

12.76%, showcasing CTT's ability to navigate challenging conditions while still

51 Specifically, this rise is largely attributed to amounts collected for taxes,
insurance, savings/treasury certificates, and other vouchers, which are
scheduled to be settled in the month following the reporting period.

52 (Damodaran, "Applied Corporate Finance" 2014)
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creating shareholder value. In 2023, CTT reported a ROE of 23.87%,
significantly surpassing the Cost of Equity of 8.73%, this result stemmed

mainly from the impressive result in the E&P and Financial Services segment.

To maintain financial sustainability, CTT should reconsider its dividend and
buyback strategies, especially given the significant decline in net income
projected to 2024. Striking a balance between reinvestment and shareholder

returns will be essential for ensuring long-term stability and growth.

3.3. Peer Analysis

CTT stands out among its peers with a balanced and conservative approach
to shareholder returns. Its DPS of 0.17€ in 2023, modest when compared to
industry giants like Deutsche Post, is bellow sector median. Over five years,
its path reflects steady growth but remains below peers like Oesterreichische
Post, which have consistently prioritized higher payouts. CTT's dividend
payout ratio of around 40% in 2023 highlights its disciplined approach. This is
notably below the peer average of nearly 55%, showcasing a cautious stance
compared to more aggressive payout policies such as PostNL'’s strikingly high

ratios.

In terms of dividend yield, CTT is competitive, delivering a return close to the
peer average of 4.9%. This positions it well for income-focused investors, even
if it doesn’t reach the higher yields seen in companies like PostNL or
International Distribution Services. Over the long term, CTT’s dividend yield is
slightly lower than the group average, reflecting its steady but cautious growth
trajectory. One area where CTT lags is in share buybacks, with its 2023
program significantly smaller than those of Deutsche Post or Poste Italiane,

which lead the group in returning capital to shareholders.

Overall, CTT adopts a measured approach compared to its peers, providing
stable and sustainable returns without the volatility or scale of the larger
players in the sector. This strategy, while less aggressive, ensures
consistency and positions CTT as a reliable choice for investors seeking

steady growth and income.

4. Sustainable Dividend Policy

4.1. CTT Investor Profile

CTT’s investor profile reflects a diversified shareholder base across ownership
types and regions. Institutional investors hold the largest share at 35.7%,
followed by industrial investors (28.7%) and retail/unidentified investors

(32.6%), with CTT’s own shares at 3.1%. Geographically, North America
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dominates with 57.6%, while Europe, including Portugal and Spain,
contributes 22.9%, and the rest of the world adds 16%.

Given this diverse ownership structure and geographical reach, it is
reasonable to infer that CTT's investor base includes well-diversified
individuals and institutions. For the purposes of this analysis, it is therefore
assumed that the typical CTT investor operates within a well-diversified

portfolio strategy.

4.2. Required Return on Equity

The required rate on equity, represents the minimum rate of return that an
investment must achieve to justify its inclusion in a portfolio. This is a rate is
important to ensure that firms maximize its value, by pursuing only the

opportunities that adequately compensate for the risk involved®3.

This rate is derived from two main components, the risk-free rate and the risk
premium. The risk-free rate, in this case, 2.10%, reflects the return an investor
would earn on a completely riskless investment, in this case a German Bund.
To adjust the risk premium for the level of risk, the equity beta is used, which
measures the sensitivity of the project or investment to market fluctuations.
Using the CAPM, and a Market Risk Premium 6.79%%*, and a Beta of 0.93,

representing CTT’s risk, the required return on equity is 8.42%

For the years 2024 to 2029, CTT'’s projected ROE shows a gradual decline
from 15.62% in 2024 to 12.17% by 2029. In all years, CTT’s ROE consistently
exceeds the required return of 8.42%, which indicates that the company is
successfully investing in projects that generate returns greater than what
investors require given the risk, therefore CTT is enhancing shareholder
value. CTT is effectively allocating capital and investing in projects that meet

or exceed the required hurdle rate, signaling good project performance.

However, if the ROE falls below the required return, this suggests that CTT
may not be investing in high-quality projects. To test the resilience of this
performance, a sensitivity analysis was conducted (Exhibit 11), adjusting both
the risk-free rate and the equity risk premium. The risk-free rate varied from
0.00% to 4.00%, while the equity risk premium varied from 4.79% to 8.79%.
This produced required return values from as low as 4.96% to as high as
12.28%. Even in the most severe scenario, where the required return reaches

12.28%, CTT's ROE projections remain slightly higher. This result

53 (Damodaran, "Equity Risk Premiums (ERP): Determinants" 2019)
54 Explained in the Group Report Chapter 6.1.3. WACC
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emphasizes the strength and profitability of CTT’s projects, even under less

favorable market conditions.
4.3. Determinants of Dividend Policy

There is no widely accepted consensus on the optimal dividend policy, as
different theories offer varying perspectives on what constitutes an ideal
approach. These frameworks suggest that factors such as profitability, growth
potential, and market conditions influence the decision to adopt a high,
moderate, or low payout policy. Given this lack of agreement, this analysis will
also take a qualitative approach to assess how can some key determinants
influence CTT’s dividend policy. The aim is to determine how factors like
investment opportunities, earnings stability (risk), capital structure (leverage),
investors’ expectations and signaling should shape the company’s future
dividend decisions. The recommendations will categorize payout strategies
as high, medium, or low, based on their potential impact within CTT's current
strategy, ultimately seeking a sustainable policy that maximizes shareholder

value while supporting the company’s growth and financial health.

Investment Opportunities are a critical factor in determining payout policy.
For CTT, the stagnant performance of its Mail and Financial Services units
suggests limited need for investment in these segments. However, the E&P
segment, driven by the rise of e-commerce, presents growth potential and is
expected to require greater capital investment in the future. Additionally,
Banco CTT is looking forward to expand its market share, which will also
require investment. To support E&P and Banking growth while maintain the
forecasted ROE, CTT should adopt a medium payout ratio, prioritizing

reinvestment while ensuring adequate liquidity.

Firms with consistent earnings, usually considered less risky, typically
distribute a larger portion of profits as dividends. CTT’s earnings have shown
some instability in the last years, but forecasts suggest that net income will
remain steady and growing slowly in the coming years. This stability suggests
CTT could afford a higher payout ratio, balancing shareholder returns with the

need to retain earnings for future uncertainties.

Companies in the logistics and postal sector, like CTT, often benefit from
relatively stable earnings and cash flows, enabling them to sustain higher
payout ratios over time, however maintaining a very high payout ratio could
be unsustainable, depending on FCFE. Such a strategy might risk drawing
from the company's equity. A stable capital structure is essential for
managing financial health and be able to achieve the results expected. CTT
does not have a specific target debt-to-equity ratio, therefore it is assumed

that debt levels are expected to remain stable in the near future. This indicates
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that the payout ratios chosen by the company will play a critical role in shaping
its capital structure and overall leverage. The FCFE expected, shows that
CTT, most of the years, has enough funds to pay a higher dividend, therefore,

the dividend policy, should be based on FCFE availability.

Investor Expectations also play a crucial role. While CTT has a reputation
for modest but consistent dividends, it should avoid sudden shifts in its policy.
Maintaining a DPS similar to the previous year is key to preserving investor
trust. Net income is expected to decrease significantly in 2024, thus
maintaining a similar DPS to the previous year would require exceeding the
upper payout ratio limit CTT has set for itself. A payout ratio of 50% would
result in a DPS of €0.15, lower than the €0.17 DPS paid in 2023.

Finally, signaling plays a crucial role in dividend policy. Dividends signal a
company’s confidence in its stability and future prospects. While CTT has
occasionally withheld dividends during periods of uncertainty, it has built a
reputation for predictable payouts. To sustain this image, CTT should maintain
a stable DPS, avoiding any drastic cuts that could signal potential challenges.
This approach would help maintain market confidence and reinforce the

company’s commitment to stability.
4.4. Dividend Discount Model

The Dividend Discount Model (DDM) approach, discounted with CTT’s cost of
equity (8.42%), while useful in certain contexts, is not the most suitable for this
case. The model assumes that for optimizing shareholder value, DDM implied
share price should be above CTT’s actual share price (€4.28), which requires
paying out nearly 100% of earnings as dividends, which is unsustainable in
the long run, particularly given CTT's FCFE and the need for reinvestment in
growth areas®®. The overall recommendation from this approach is to increase
the payout ratio as much as possible. Therefore, this method has been taken

into account, but will not be the central or only focus of the analysis.

This analysis does not consider potential future share buybacks and thus it
doesn’t account this form of shareholder return. Under this framework, DPS
levels are set, and dividends vary accordingly. As mentioned, a decrease in
DPS is nearly unavoidable, as maintaining higher levels would require
unsustainable payout ratios. The proposed reduction to €0.16 represents the
smallest feasible decrease (€0.10) that allows CTT to sustain a gradual DPS

growth trajectory. This path projects an annual increase of €0.005 until 2029,

55 Exhibits 12 - 16
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culminating in a rise of €0.01 to reach €0.195. While the €0.16 DPS for 2024
surpasses CTT's previous upper limit and general direction of not decreasing
DPS, this adjustment is necessary to ensure the long-term sustainability of the
payout policy. One way to mitigate this decrease would be by buying back
more shares, decreasing the total amount of shares, bringing up DPS, as CTT

has done in the past, but this can also endanger CTT’s financial sustainability.

The newly proposed payout ratios—54.65%, 56.27%, 55.11%, 60.03%,
56.33%, and 57.88%—would support dividends growth from €21.62M in 2024
to € 26.35M in 2029. Exceeding the 50% upper bound previously set by CTT
is justified by historical trends, which demonstrate that a modified payout ratio
above 60% has been done in the past, thus is not completely against CTT’s
current strategy of shareholder returns. Additionally, considering dividend
policy determinants, the Dividend Discount Model, FCFE and CTT’s historical
payout trends, a higher payout ratio achieves a practical balance. These
adjusted ratios pragmatically address DPS changes, investor expectations,
and CTT’s financial health.

Although this strategy may lead to a temporary decline in share price, it can
align with the priorities of most CTT investors. CTT’s investor base primarily
comprises those following Growth at a Reasonable Price (GARP), Index, and
Value strategies, which emphasize long-term growth and financial stability
over short-term income. While Yield or Income-focused investors may prefer
consistent dividend payouts, they represent a smaller portion of the
shareholder base. Clear communication about the rationale for this adjusted
policy will help mitigate potential concerns. Also, this scenario, of DPS
reduction, is not unprecedented among peers. Of the six comparable firms,
only Poste Italiane and Deutsche Post, both significantly larger than CTT,

have avoided DPS reductions since 2019.

The proposed sustainable payout policy would result in a dividend exceeding
the FCFE available for 2024. However, this remains feasible, as the FCFE
shortfall is expected to be a one-time event. Future projections suggest
sufficient surplus generation to cover this gap, even if CTT must temporarily
rely on debt issuance or cash reserves. In conclusion, considering all
assumptions made throughout this analysis, this dividend policy strikes a
careful balance between sustainability and investor expectations, aligning

payouts with financial realities while fostering long-term value creation.

10
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12. Appendix

Appendix 1: General Reformulation Note

After constructing the “Ex-Bank” balance sheet, by excluding every account related to the bank, as explained in section 6, a reformulation
was performed, ensuring an accurate analysis of the company’s net working capital. The balance sheet was separated into three different
categories: “Core Business”; “Non-core Business”, including accounts that are relevant to the business, but not directly related to its day-to-
day operations; “Financial”, reflecting the company’s short-term and long-term borrowings, as well as its excess cash. The “Core Business”
section encompasses everything that is directly related to the day-to-day operations of the company. It is further broken down into the NWC
segment, including relevant current assets and liabilities, and “Core but non-current”, including accounts that are related to the business, but
that are non-current, therefore not relevant for a NWC analysis. On the assets side, the accounts that were considered for CTT’s NWC were:
Operating Cash, Inventories, Accounts Receivables, Tax Receivables, Deferrals, and Other Current Assets. Liabilities considered were,
Accounts Payable, Tax Payable, Deferrals, and Other Current Liabilities were considered.

Balance Sheet Forecasts

Appendix 2: Balance Sheet Forecasted — Ex Bank

Reformulated Balance Sheet (€) 2024 2025 2026 2027 2028 2029

Core Business

Operating Cash 21,668,602 € 21,733,928 € 22,608,470 € 23,497,037 € 24,463,112 € 25,514,328 €
Inventories 8,826,173 € 8,852,782 € 9,209,005 € 9,570,941 € 9,964,449 € 10,392,636 €
Accounts receivable 198,685,636 € 199,284,626 € 207,303,556 € 215,451,078 € 224,309,305 € 233,948,206 €
Tax receivable 66,790 € 65,791 € 70,045 € 69,443 € 71,797 € 73,483 €
Deferrals 10,952,617 € 10,985,636 € 11,427,683 € 11,876,818 € 12,365,131 € 12,896,478 €
Other current assets 51,583,209 € 51,738,720 € 53,820,613 € 55,935,891 € 58,235,683 € 60,738,156 €
Accounts payable (465,578,923) € (466,982,532) € (485,773,245) € (504,865,287) € (525,622,719) € (548,209,501) €
Tax payable (11,457,627) € (11,286,389) € (12,016,060) € (11,912,759) € (12,316,622) € (12,605,927) €
Deferrals (Current) (4,916,569) € (4,931,391) € (5,129,823) € (5,331,437) € (5,550,638) € (5,789,158) €
Other current liabilities (112,317,513) € (112,656,123) € (117,189,246) € (121,795,061) € (126,802,640) € (132,251,536) €

Net Working Capital

(302,487,605) €

(303,194,952) €

(315,669,002) €

(327,503,338) €

(340,883,144) €

(355,292,834) €

Change in NWC (28,075,299) € (707,347) € (12,474,050) € (11,834,336) € (13,379,806) € (14,409,690) €
Tangibles, Intangible and Goodwiill 395,475,511 € 399,503,568 € 409,193,723 € 418,893,026 € 429,795,611 € 441,954,199 €
Tangibles and Intagibles 377,899,542 € 381,927,599 € 391,617,754 € 401,317,057 € 412,219,642 € 424,378,230 €
Goodwill 17,575,969 € 17,575,969 € 17,575,969 € 17,575,969 € 17,575,969 € 17,575,969 €
Other non-current assets 1,926,790 € 1,932,599 € 2,010,364 € 2,089,376 € 2,175,280 € 2,268,755 €
Credit to bank customers - Non Current - € € - € € € - €
Other Bank Financial Assets = @ € = @ € € = 3
Deferred tax assets 108,343,010 € 124,201,891 € 129,199,598 € 134,277,449 € 122,315,562 € 145,805,575 €
Deferrals (Non-Current) (466,029) € (467,434) € (486,243) € (505,354) € (526,131) € (548,740) €
Deferred tax liabilities (2/427,339) € (2,434,657) € (2,532,624) € (2,632,162) € (2,740,383) € (2,858,141) €
Net Core Non-current Assets 502,851,943 € 522,735,967 € 537,384,818 € 552,122,335 € 551,019,938 € 586,621,648 €

Invested Capital Core Business

Non-Core Business

200,364,338 €

219,541,015 €

221,715,816 €

224,618,997 €

210,136,795 €

231,328,814 €

Investment properties 5,975,987 € 5,975,987 € 5,975,987 € 5,975,987 € 5,975,987 € 5,975,987 €
Investments in associates 481 € 481 € 481 € 481 € 481 € 481 €
Investments in jointly controlled entities 22,174 € 22,174 € 22,174 € 22,174 € 22,174 € 22,174 €
Other Investments 3,200,797 € 3,200,797 € 3,200,797 € 3,200,797 € 3,200,797 € 3,200,797 €
Non-current assets held for sale 200 € 200 € 200 € 200 € 200 € 200 €
Provisions (27,103,767) € (27,185,479) € (22,627,266) € (11,768,053) € (20,338) € 12,735,952 €
Employee benefits (Non-Current) (159,510,161) € (164,459,339) € (166,585,953) € (168,667,623) € (131,571,852) € (129,659,453) €
Employee benefits (Current) (23,710,979) € (23,803,334) € (24,111,134) € (24,412,428) € (25,126,578) € (24,761,363) €

Invested Capital Non Core Business

(201,125,268) €

(206,248,513) €

(204,124,714) €

(195,648,466) €

(147,519,130) €

(132,485,226) €

Total Invested Capital (760,930) € 13,292,502 € 17,591,102 € 28,970,531 € 62,617,665 € 98,843,588 €
Einancial
Excess Cash 166,246,410 € 166,747,603 € 173,457,290 € 180,274,573 € 187,686,525 € 195,751,691 €

Borrowings Total (270,792,221) € (295,917,552) € (297,515,602) € (307,370,761) € (321,169,612) € (339,625,122) €
Borrowings (Non-Current) € € € € € €
Borrowings (Current) € € € € € €

Net Financial Assets

(104,545,811) €

(105,306,741) €

(129,169,949) €

(115,877,447) €

(124,058,313) €

(106,467,211) €

(127,096,188) €

(98,125,657) €

(133,483,087) €

(70,865,422) €

(143,873,431) €

(45,029,843) €
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Appendix 3: Balance Sheet Forecasted — Bank

Bank CTT Balance Sheet (€) 31.12.2024 31.12.2025 31.12.2026 31.12.2027 31.12.2028 31.12.2029
Assets

Loans and advances to customers 2,627,358,891 € 2,833,028,520 € 2,969,228,179 € 3,077,622,514 € 3,170,918,685 € 3,253,939,637 €
Cash, Deposits at Central Banks, and Investments 1,685,091,931 € 2,119,834,397 € 2,539,139,191 € 2,960,811,835 € 3,220,042,907 € 3,478,263,188 €
Other tangible assets 5,084,800 € 5,319,160 € 5,608,592 € 5,289,310 € 5,327,972 € 5,325,967 €
Goodwill and intangible assets 86,118,000 € 85,599,800 € 84,737,560 € 84,093,672 € 84,489,806 € 85,007,768 €
Current tax assets - € - € - € - € - € - €
Deferred tax assets 1,819,800 € 1,765,160 € 1,732,392 € 1,760,470 € 1,766,164 € 1,768,797 €
Other assets 30,506,000 € 32,335,000 € 34,508,400 € 37,268,480 € 34,784,176 € 33,880,411 €
Total Assets 4,435,979,422 € 5,077,882,038 € 5,634,954,314 € 6,166,846,281 € 6,517,329,711 € 6,858,185,768 €

Equity and Liabilities

Total Equity 393,769,597 417,986,963 433,136,870 5,409,032 444,783,078 442,252,682
Liabilities
Financial liabilities at fair value through profit or loss 8,017,800 € 9,621,360 € 11,545,632 € 13,854,758 € 11,356,710 € 10,879,252 €
Amounts owed to other credit institutions - € - € - € - € - € - €
Deposits from Customers 4,275,604,378 € 4,610,298,650 € 4,831,941,707 € 5,008,336,068 € 5,160,160,594 € 5,295,263,852 €
Debt securities issued (313,061,354) € (35,149,335) € 279,225,225 € 617,690,367 € 821,579,262 € 1,032,413,101 €
Debt securities at amortized cost - Current - € - € - € - € - € - €
Debt securities at amortized cost - Non Current (312,892,556) € (35,130,383) € 279,074,671 € 617,357,318 € 821,136,279 € 1,031,856,439 €
Other Liabilities (168,798) € (18,952) € 150,554 € 333,049 € 442,983 € 556,662 €
Provisions 1,585,000 € 1,557,400 € 1,512,880 € 1,546,256 € 1,578,707 € 1,556,049 €
Current tax liabilities 1,362,000 € 1,362,000 € 1,362,000 € 1,362,000 € 1,362,000 € 1,362,000 €
Deferred tax liabilities 2,223,600 € 2,651,720 € 3,161,464 € 3,783,957 € 3,085,548 € 2,981,258 €
Other liabilities 66,478,400 € 69,553,280 € 73,068,536 € 74,863,843 € 73,423,812 € 71,477,574 €
Payables 18,480,420 € 19,335,210 € 20,312,420 € 20,811,500 € 20,411,184 € 19,870,147 €
Staff Costs 7,113,468 € 7,237,345 € 7,380,293 € 7,492,622 € 7,465,928 € 7,345,463 €
Operations to be cleared 34,536,290 € 36,133,726 € 37,959,942 € 38,892,624 € 38,144,511 € 37,133,419 €
Liabilities included in disposal groups classified as held . € . € . € . € . € . €
for sale
Total Liabilities 4,042,209,825 € 4,659,895,074 € 5,201,817,444 € 5,721,437,250 € 6,072,546,633 € 6,415,933,085 €

Total Equity and Liabilities 4,435,979,422 5,077,882,038 5,634,954,314 6,166,846,281 6,517,329,711 6,858,185,768

Appendix 4: Equity Forecasted— CTT Group

31.12.2024 31.12.2025 31.12.2026 31.12.2027 12, 31.12.2029
Share capital 69,220,000 € 67,203,333 € 67,203,333 € 67,203,333 € 67,203,333 € 67,203,333 €
Treasury shares (8,947,642) € (8,947,642) € (8,947,642) € (8,947,642) € (8,947,642) € (8,947,642) €
Reserves 30,510,494 € 23,100,421 € 23,100,421 € 23,100,421 € 23,100,421 € 23,100,421 €
Retained earnings 120,464,762 € 143,390,365 € 165,801,556 € 188,795,564 € 210,439,011 € 232,611,558 €
Other changes in equity 3,402,039 € 3,402,039 € 3,402,039 € 3,402,039 € 3,402,039 € 3,402,039 €
Net profit for the period 39,526,902 € 30,584,600 € 41,643,651 € 39,353,358 € 44,343,293 € 45,476,830 €
Y CT AERNS D SRR D D FEREL 267,823,215 € 292,383,358 € 330,631,355 € 362,936,539 €
company
Non-controling interests 34,286,301 € 34,286,301 € 34,286,301 € 34,286,301 € 34,286,301 € 34,286,301 €
288,462,856 € € 326,669,650 € 347,283,374 € 373,017,656 € 307,222,840 €
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Income Statements Forecasts

Appendix 5: Income Statement Forecasted — Ex Bank (€ Millions)

Ex Bank 'Historical Data Explicit Forecasted Period
Ex Bank (€ Millions) 2024 2025 2026 2027 2028 2029
Revenues 1057.39 953.80 991.50 1031.30 1075.50 1124.30
Mail 452.50 450.70 447.20 443.90 440.70
Express & Parcels 551.47 454.20 494.20 538.00 586.00 638.50
Financial Services 43.28 47.20 46.60 46.10 45.60 45.10
Operating costs @ 868.20 905.90 990.10
Staff 405.91 363.20 367.80 374.20 380.70 388.00
ES&S 513.37 439.50 468.60 500.90 535.20 570.00
Other 26.32 26.40 27.00 26.80 26.50 26.50
Internal services rendered 1.88 1.30 1.50 1.40 1.20 0.90
EBITDA @ 103.23 119.20 123.30 125.40 128.50 134.20
Depreciation and amortization 80.60 66.50 68.10 71.40 73.10 75.40
Recurring EBIT 22.63 52.70 55.20 54.00 55.50 58.80
Specific items 12.98 13.50 13.60 16.50 13.70 16.60
EBIT 9.66 39.20 41.50 37.50 41.70 42.20
Expenses and financial losses 17.73 14.50 16.30 16.20 15.70 16.10
Financial income -0.27 -0.30 -0.40 -0.30 -0.30 -0.40

Gains/losses in subsidiaries,
associates and joint ventures

0.80 1.30 1.10 1.10 1.20 1.10

Income tax for the period -1.32 3.64 3.77 3.15 3.86 3.90

Net profit for the period
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Appendix 6: Income Statement Forecasted — Bank (€ Millions)

Banco CTT Results ( € Millions) 2024 2025 2027 2028 2029
Revenues 129.73 132.89 143.53 147.69 151.44
Net interest income 96.0 97.9 103.6 107.4 110.7 113.6
Interest Income 146.4 148.9 155.0 160.6 165.5 169.8
Interest Expense 50.3 51.0 51.3 53.2 54.8 56.2
Fees & commissions income 31.2 31.2 31.6 32.4 33.3 34.2
Number of Accounts 0.7 0.7 0.7 0.7 0.7 0.8
Average fee & commission per 146 146 146 146 146 146
account
Other 25 3.7 3.7 3.7 3.7 3.7
Operating costs 107.88 110.40 112.60
Staff 34.6 36.6 37.3 37.8 38.3 38.6
ES&S 40.3 40.1 41.9 43.3 44.5 45.6
Impairments & provisions 15.5 16.7 17.6 18.2 18.7 19.2
Other 9.2 8.0 8.3 8.6 8.9 9.1
Internal services rendered 0.3 0.0 0.0 0.0 0.0 0.0
EBITDA 29.85 31.52 33.84 35.65 37.29 38.84
Depreciation and amortization 8.3 8.5 8.9 9.2 9.5 9.7
Recurring EBIT 22.98 24.91 26.42
Specific items -2.6 -2.7 -2.8 -2.9 -2.9 -3.0
EBIT 24.09 25.63 27.68 29.28 30.75 32.13
EBT 23.91 25.53 27.57 29.18 30.64 32.02
Taxes 5.6 6.7 7.2 7.7 8.0 8.4

Profit/(Loss) after taxes of

continuing business premises
Profit/(Loss) of discontinued

. ' 1.0 0.8 0.6 0.5 0.4 0.4
business premises

Net income 23.0

Net Income BU Income Statetments |

: 19.3 19.6 20.9 22.0 23.0 24.0
Fcst |



Appendix 7: Income Statement Forecasted — CTT Group (€ Millions)

CTT Group Results ( € Millions) 2024 2025 2026

REVEWIES 1187.12 1086.69 1130.39

Operating costs 1054.04 973.26
Staff 440.5 399.8 405.1
ES&S 553.7 479.6 510.5
Impairments & provisions 22.2 20.9 21.0
Other 35.5 34.4 35.3
Internal services rendered 2.2 1.3 15

150.72

Recurring EBIT

Specific items 13.0 13.5 13.6
EBIT 33.75 64.83 69.18

Expenses and financial losses 17.7 14.5 16.3

Financial income -0.3 -0.3 -0.4

Galns{losses in §gb5|d|ar|es, 08 13 11

associates and joint ventures

Interest 0.2 0.1 0.1

2027
1174.83

1013.78
412.0
544.2

20.9
35.4
14

16.5

66.78
16.2
-0.3

11
0.1

Group Part

2028
1223.19

1057.30
419.0
579.7

21.9
35.4
1.2

13.7

72.45
15.7
-0.3

1.2
0.1

2029
1275.74

1102.70
426.6
615.6

24.0
35.6
0.9

16.6

74.33
16.1
-0.4

11
0.1

Income tax for the period 4.3 10.3 11.0

Proflt/(Loss) of discontinued 10 08 06
business premises

10.8
0.5

11.9
0.4

12.3
0.4

Net profit for the period
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Appendix 8: Mail Income Statement Forecast - (€ Millions)

(€ Millions)
Full Year Revenue
Mail Revenue : 372 360.7 357.5 352.5 335.5 342.9
Trasactional Mail - 338.1 335.3 330.8 326.3 321.9
Editorial Mail - 12.2 12.2 12.2 12.2 12.2
Advertising Mail - 10.3 9.9 9.5 9.1 8.8
Business Solutions : 49.3 50.8 52.3 53.9 55.6 57.3
USO Parcels 7.3 7.3 7.3 7.3 7.3 7.3
Philately & other 8.5 8.4 8.3 8.2 8.1 8.0
Payments 20.6 20.6 20.6 20.6 20.6 20.6
Real Estate 1.1 1.1 1.1 1.1 1.1 1.1
Central Structure 3.6 3.6 3.6 3.6 3.6 3.6
Operational Costs 411.7 406.1 405.9 405.1 403.6 402.0
Staff | 317.6 315.2 314.2 314.4 314.0 3135
ES&S 84.1 83.2 83.2 82.7 817 80.7
Impairments & provisions 1.2 -0.4 -0.5 -0.9 -0.4 -0.3
Other 14.4 13.7 14.5 14.2 13.6 13.4
Internal services rendered -5.5 -5.5 -5.5 -5.4 -5.4 -5.3
EBITDA Margin | 11.00% 10.20% 10.10% 9.70% 9.50% 9.30%
Recurring EBIT Margin | 1.00% 0.80% 0.80% 0.30% 0.10% -0.10%

EBIT Margin i -0.73% -1.50% -1.54% -2.59% -2.19% -3.18%

Appendix 9: Mail Traffic and Prices Forecast - (€ Millions)

Mail & Other Results 2024 (Q4) 2025 2026 2027
€ million, except where indicated : i i
otherwise ‘ Q4/24 : Ql/25 Q2/25 Q3/25 Q4/25 Q26 Q226 Q326 Q4/26 : Q1/27 Q2/27 Q3/27 Q4/27
88.1 93.0 88.3 81.7 87.5 92.2 87.6 81.1 86.8 91.0 86.4 80.0 85.6
Transactional Mail 85.1 89.9 85.2 78.6 84.5 89.1 84.4 77.9 83.8 87.9 83.3 76.9 82.6
Traffic 79.2 84.1 78.2 72.1 72.9 77.3 71.9 66.3 67.1 71.0 66.1 60.9 61.6
Transactional - Revenue per Object € 107 '€ 107 €109 €109 €116 € 115 € 117 € 118 € 125! € 124 € 126 € 1.26 € 1.34
Editorial Mail 3.0 3.1 3.1 el 3.0 3.1 chil 3.1 3.0 <hil 3.1 3.1 3.0
Traffic 6.0 5.7 5.5 5.1 5.6 5.4 5.1 4.8 53 5.1 4.8 4.5 4.9
Editorial - Revenue per Object € 051 €054 €058 €062 €054 €057 €061 €065 €057 €061 €065 €069 €061
Advertising mail I 23 3.2 1.9 3.2 3.1 1.8 31 ! 22 3.1 1.8
Adressed Advertising Mail 2.2 1.1 2.1 0.9 21 1.0 2.0 0.9 2.0 1.0 1.9 0.9 1.9
Traffic 8.5 4.1 8.1 3.6 8.2 3.9 7.7 35 7.8 3.7 7.4 3.3 7.4
Revenue per Object € 026/ €026 €026 €026 €026 €026 €026 €026 €02 €026 €026 €02 €026
Unadressed Advertising Mail 11 1.2 1.2 0.9 11 1.2 12 0.9 11 1.2 1.2 0.9 1.1
Traffic 61.1 69.5 65.5 52.6 61.1 69.5 65.5 52.6 61.1 69.5 65.5 52.6 61.1
Revenue per Object € 002 €002 €002 €002 €002 €002 €002 €002 €002 €002 €002 €0.02 €0.02
Mail & Other Results 2028 2029
€ million, except where indicated QU288 Q228 Q328 Q428 QU29 Q229 Q329  Q4/29
otherwise : |
Mail 89.7 85.2 78.9 845 | 885 84.1 77.8 83.3
Transactional Mail 86.7 82.1 75.8 81.5 85.5 81.0 74.7 80.3
Traffic 65.3 60.7 56.0 56.6 60.0 55.8 51.5 52.1
Transactional - Revenue per Object €133 €135 €135 € 144 €142 € 145 € 145 € 154
Editorial Mail 3.1 3.1 3.1 3.0 3.0 3.1 3.1 3.0
Traffic 4.8 4.5 4.2 4.6 4.5 4.3 4.0 4.4
Editorial - Revenue per Object €064 €069 €073 €064 €068 €073 €078 € 068
Advertising mail 3.0 1.7 29 | 21 2.9
Adressed Advertising Mail 0.9 1.8 0.8 1.8 0.9 1.7 0.8 1.7
Traffic 35 7.0 3.1 7.1 3.4 6.7 3.0 6.8
Revenue per Object €026 €026 €026 €026 €02 €02 €02 € 026
Unadressed Advertising Mail 1.2 1.2 0.9 11 1.2 1.2 0.9 1.1
Traffic 69.5 65.5 52.6 61.1 69.5 65.5 52.6 61.1
Revenue per Object € 0.02 €002 €0.02 €002 €002 €002 €002 € 002
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Appendix 10: E&P Portugal and Spain Parcel Volume Forecast

ELP Rasults

Averags rsu

E&P Results
Revenues Q128 Q228 Qarzs Q4/28 Q129 Q2129 Qi1/2e Q2/29
Portugal 51,0 49,4 53,3 62,1 54,6 52,9 57,0 66,5

E£&P Volume (million of ftems) 125 124 13.3 154 13,4 13,3 142 16.5
Average volume per e-commen
Number of e-commerce users (millions) |

ce user

Average revenue per volume | 41 4,0 4.0 4.0 41 40 4,0 4,0
Spain 86,8 96,0 76,0 99,0 95,1 105,2 83,3 108,5
E&P Volume (million of items) T 290 328 25.2 325 31,7 36,0 27,6 35,6

Average volume per e-commerce user |
Number of e-commerce users 1
Average revenue per volume ¢30 29 3,0 3,0 3,0 29 3,0 3,0

Appendix 11: E&P Income Statement Forecast

E&P Results (€ million)

Revenues

Porugal 1758 188,2 201.5 215.8 2310 .
E&F Volume (mifion of dems) 43,7 46,8 50,1 53,7 7.5 !
Spain 271.7 287,68 3265 357.8 3822 !
E&F Volume (milion of tems) 20,73 99,44 108,98 118,46 130,93 !
Mozambique 6,6 8,2 101 12,4 15,3 !
!

Oparating costs el 404,0 4378 476,4 518,8 565,6
Staff 45,7 51.1 57.0 63,7 T .
Number of amployees 2030 2223 2434 2 665 2818 !
ES&S 54,0 3831 415,89 451,2 489.3 !
% of revenues 77, 96% Fr.62% T7.29% f7,00% F6,63% !
Impairments & provisions 4,3 35 32 34 4.8 !
Othar 1.5 33 a5 19 4,2 !
Intemal services rendarad -3,5 -3.2 -3,2 -3.4 3.6 !
|

EBITDA margin 11,1% 11.4% 11,5% 11,5% 11.4% .
Dapraciation and amorization 23,3 258 281 33 azT !
Specific fems 3.2 4.0 4.7 5.1 52 !

Recurring EBIT

Recurring EBIT margin 6,6% 7.0% 6,9% 7,0% T.0% .
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Appendix 12: Financial Services Income Statement Forecast

Financial Services Results (€ million)

Ravanues
Savings & Insurance an.o 294 28,9 28,4 27,9
% growth 18% -2% -2% 2% -2%
Monay ordars 4.4 4.5 4.6 4.8 4.9
% growth ek I% I I% 3%
Paymants 1,43 142 1.40 1,38 1,36
% growth 1% -1% 1% -T% 1%
Retail products & services 10,5 104 10,3 10.1 10,0
% growth -1% -1% -1% -T% -1%
Othar 0.8 0.3 0.9 0.8 0.9
% growth
Operating costs 24,5 24,5 24,5 24,6 24,7
Staff 2.3 2.5 2.8 31 3.4
Number of employaes 45 48 52 a7 61
Yo grow 2% 8% 8% B B%
Average cosl per employee (€ milions) 0,081 0,052 0,063 0,054 00585
ES&S 2.4 2,3 2,3 2.3 2.2
¥ of revenues 5,0% 5,0% 5,0% 50% 5,0%
Impairmants & provisions 0.3 0.3 0.3 0.3 0.3
% of revenues 0, 7% a,7% a, 7% 0, 7% 0, 7%
Ohar 3.3 9.2 2.1 9.0 8.9
¥ of revenues 19, 7% 18, 7% 19, 7% 18.7% 18, 7%
Intemal senvices renderad 10,3 10,2 10,0 9.9 5 3
% of revenues 21,8% 21,8% 21,8% 21,8% 2
EBITDA 22,6 221 21,5 21,0 2l] 4
EBITDA margin 48,0% 47 A% 46,7% 46,0% 45,2%
Depraciation and amorization 0.3 0.3 0.3 0.3 0,3
intangibles and Tangible Fixed Assels o3 o3 0.3 0.3 0,3
% of evenues 0,56% 0,56% 0,.56% 0,.56% 0,56%
Depreciation / infangibes & Tangibles 102% 102% 102% 102% 102
Recurring EBIT 22.4 21,8 21,3 20,7 201
Recurring EBIT margin 47 4% 46,8% 46,2% 45,5% 44, T%
Appendix 13: Financial Services Regression Statistics
Multiple R 0,991539103
RSquare 0,983149794
Adjusted R Square 0,977533058
Standard Emor 1,415248336
Observations 5
ANOVA
af 55 M5 F Skgnificance F
Regression 1 350,5912164 350,5912164  175,0393636  0,000933053
Residual 3 6,008783554 2,002927851
Total 4 356,6
Coefflclents Standard Ermor 3 value Lower9s% Lipperas% Lower95,0% Upper3as,0%
Intercept 22,4522351 0,832145348 2698114602 0000111724  19,80397721 2510049298 1980397721  25,10049298
Govemment Debt Issues in Saving Certificates 0,001400851 0,00010589 13,23024428  0,000933053 0001063962 0,00173794  0,001063962  0,00173794




Appendix 14: Banking Revenues Forecast

Group Part

€ million, except where indicated otherwise 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

TOTAL REVENUES €87,37 €87,95 €86,45 €107,00 €128,40 €129,73 €131,70 €137,70 €142,33 €146,50

NET INTEREST INCOME €12,70 €44,64 €55,78 €74,40 €08,70 €96,05 €97,95 €103,63 €107 42 €110,67
Interest Income €13,60 €45,96 €57,82 €81,08 €132,76 €146,35 €148,94 €154,96 €160,61 €165,48 €169,81
i) Deposits available for loans €1117,99 €1439,12 €1543,28 €1778,69 €1 584,16 €2 627,36 €2833,03 €2 969,23 €3077,62 €3 170,92 €3 253,94
LTD 87,10% 85,20% 72,70% 77.90% 51,00% 61,45% 61,45% 61,45% 61,45% 61,45% 61.45%
Deposits from Clients, BCTT €1283,57 €1689,11 €2122,80 €2 283,30 €3 106,20 €4 275,60 €4610,30 €4 831,94 €5008,34 €5 160,16 €5 295,26
Deposits from Clients, Portugal €150 056,90 €161 864,50 €172 87560 €182437,70 €179782,10 €180450,70| €184321,58 €188006,15 €19136849 €194799,26 €19829328
BCTT's Market Share 0,86% 1,04% 1,23% 1,25% 1,73% 2,37% 2,50% 2,57% 2,62% 2,65% 2,67%
% growth 22,00% 17,67% 1,92% 38,05% 37,14% 5,56% 2,75% 1,83% 1,22% 0.81%
ii) Interest Rate applied to bank loans 1,25% 1,25% 1,00% 3,69% 4,86% 5,57% 5,26% 5,22% 5,22% 5,22% 5,22%
Interest Expense €0,90 €1,33 €2,04 €6,68 €34,06 €50,30 €50,99 €51,32 €53,20 €54,81 €56,24
i) Deposits from Clients, BCTT €1283,57 €1689,11 €2122,80 €2 283,30 €3 106,20 €4 275,60 €4610,30 €4 831,94 €5008,34 €5 160,16 €5 295,26

ii) Interest Rate applied to bank

deposits 0,07% 0,08% 0,10% 0,28% 1,10% 1,18% 1,11% 1,06% 1,06% 1,06% 1,06%

FEES & COMISSIONS INCOME

€39,32

€26,90

€31,18

€31,56

€32,42

€33,32

Number of Accounts (k) 461 517 573 602 647 700 701 708 728 748 767|
Deposits from Clients, BCTT €1283,57 €1689,11 €2122,80 €2 283,30 €3 106,20 €4 275,60 €4 610,30 €4 831,94 €5008,34 €5 160,16 €5 295,26
Average value of BCTT Deposits per
Account (k) €278 €3,26 €3,70 €3,79 €480 €6,11 €490 €6,82 €6,88 €6,90 €6,90

% growth 17.31% 13.49% 2,35% 26,64% 2723% 7.60% 3,75% 0,93% 0,23% 0,06%

Fees & Comissions Income per

Account (k) €0,07 €0,08 €0,05 €0,04 €0,04 €0,04 €0,04 €0,04 €0,04 €0,04 €0,04

OTHER €41,20 €4,00 €3,77 €5,70 €2,50 €2,50 €2,50 €2,50 €2,50 €2,50 €2,50

Appendix 15: Banking Interest Rates Forecast

Interest Rates
Interest Income - Price
CTT Interest Rates applied to bank

loans
Euribor 1 month
Spread - Loans
Interest Expense - Price
Synthetic Interest Rate applied to
bank deposits
Euribor 1 month
ECB Deposits Facility Rate

0,07%

-0,40%
-0,50%

0,08%

-0,43%
-0,50%

0,10%

-0,57%
-0,50%

0,29%

-0,58%
2,00%

1,10%

1,88%
4,00%

1,18%

3,34%
3,00%

1,11%

2,69%
2,00%

5,22%

2,61%
1,62%

1,06%

2,61%
1,75%

1,06%

2,61%
1,75%

1,06%

2,61%
1,75%

1,06%

2,61%
1,75%
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Appendix 16: Banking Summary of Regressions

Regression 1 - Deposits from Clients, Total Portugal (quarterly)

Regression Statistics

Multiple R 0,902

R Square 0,814

Adjusted R Square 0,747

Observations 16

ANOVA df SS MS F Significance F

Regression 4 1056519280 264129820 12 0,001

Residual 11 240686552 21880596

Total 15 1297205832

Coefficients  Standard Error t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%

Intercept 161150,4 1849,4 87,138 0,000 157079,9 165220,8 157079,9 165220,8
X1 - GDP Growth 6500,9 23999,0 0,271 0,791 -46320,6 59322,5 -46320,6 59322,5
X2 - Employement Rate Growth 245082,0 133942,5 1,830 0,094 -49723,6 539887,5 -49723,6 539887,5
X3 -Long Term Interest Rates 289299,4 121196,9 2,387 0,036 22546,7 556052,1 22546,7 556052,1
X4 - Inflation Rate 115832,4 46501,6 2,491 0,030 13483,0 218181,8 13483,0 218181,8

Regression 2 - CTT Interest Rates applied to bank deposits (yearly)
Regression Statistics

Multiple R 0,999

R Square 0,998

Adjusted R Square 0,997

Observations 5

ANOVA df 5S MS F Significance F

Regression 2 1 0 270084009 0,004

Residual 2 0 0

Total 4 1

Coefficients  Standard Error t Stat P-value Lower 95%  Upper 95% Lower 95,0% Upper 95,0%

Intercept 0,002 0,000 10851203 0,008 0,001 0,003 0,001 0,003
X1 - ECB Deposits Facility Rate 0,096 0,016 591820932 0,027 0,026 0,166 0,026 0,166
X2 - Euribor 1 month 0,248 0,031 796258631 0,015 0,114 0,382 0,114 0,382

Regression 3 - CTT Interest Rates applied to bank loans (yearly)
Regression Statistics

Multiple R 0,99915301

R Square 0,99830675

Adjusted R Square 0,99661349

Observations 5

ANOVA df 56) MS F Significance F

Regression 2 0,001 0,001 589579081 0,007

Residual 2 0,021 0,010

Total 4 0,001

Coefficients  Standard Error t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%

Intercept -0,003 0,003 -22217738,0 0,156 -0,008 0,003 -0,008 0,003
X1 - Euribor 1 month 0,482 0,0586 822277436,0 0,015 0,230 0,733 0,230 0,733
X2 - CTT Spread (Loans) 3,000 0,116 225630388,0 0,002 212250123 312274138 212250123 312274138
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Valuation Models

Appendix 17: DCF Forecasted — Ex Bank (€ Millions)

Values in millions of € 2024 2024 (Q1-Q3) 2024 (Q4) 2025 2026 2027 2028 2029
Core and Recurrent Ex-Bank EBI 56.6 36.1 20.5 55.9 59.1 58.7 60.5 61.8

Mail 4.7 i 2.9 1.8 3.5 2.7 0.1 -1.1 -2.7
Express & Parcels 31.3 g 24.1 7.2 30.0 34.7 37.3 40.9 44.4
Financial Services 20.6 9.2 11.4 22.4 21.8 21.3 20.7 20.1
(-) Statutory Taxes -16.2 -9.8 -4.9 -16.0 -17.0 -16.9 -17.5 -17.9
Corporate Income Tax 11.9 7.6 4.3 11.7 12.4 12.3 12.7 13.0
Municipal SurTax 0.8 0.5 0.3 0.8 0.9 0.9 0.9 0.9
State Surtax 3.5 1.7 0.3 3.4 3.7 3.7 3.9 4.0
263 15.6 39.9 42.1 41.8 43.0 43.9
gzggc'a"c’" & Ammortization (Ex 67.5 50.6 16.9 66.5 68.1 714 73.1 75.4
Ain NWC -28 -21 -7 -1 -12 -12 -13 -14
Capex 102.3 77 26 70.5 77.8 81.1 84.0 87.5
Tangibles + Intagibles (Ex Bank) 377.9 i 346.1 115.4 381.9 391.6 401.3 412.2 424.4
Change 34.8 26.1 8.7 4.0 9.7 9.7 10.9 12.2
Core Unlevered Free Cash Flow 33.64 21.29 13.95 36.54 44.90 43.93 45.52 46.18

Appendix 18: Stock Price Sensitivity Analysis to changes in Growth Rate and Wacc— Ex Bank

3,45 5.54% 6,04% 6,54% 7,04% 7,54% 8,04% 8,54% 9,04% 9.54%
0,00% 3,9 34 2,9 26 23 2,0 1,7 15 13
0,50% 44 38 33 28 2,5 2,2 19 17 14
1,00%) 5,0 42 37 3,2 2,8 2,4 2,1 18 16
1,50%) 57 48 41 3.6 31 27 23 2,0 1.8
2% 6,6 55 47 4,0 34 30 26 2,2 2,0
2,50% 7,9 65 54 46 3,9 33 28 25 2,2
3,00%) 9,6 77 63 53 4,4 38 32 28 24
3,50%) 12,3 9,4 75 6,1 51 43 37 32 2,7
4,00% 16,6 12,0 9,2 73 6,0 50 42 36 3.1

Appendix 19: FTE Forecasted — Bank (€ Millions)

Values in million € R 2024 (Q1-Q3) | 2024 (Q4) 2025 2026 2027 2028 2029

Cash Flow to Equity Holders -87.20 -65.40 -21.80 0.97 9.29 12.55 23.50 25.94
Common Tier 1 Equity 302.60 321.21 332.85 342,29 341.80 339.86
Net Income 19.26 14.02 5.25 19.58 20.93 21.98 23.01 23.99

Discounted Cash Flow to 21.28 0.86 7.47 9.17 15.58 15.61

Equity Holders

22266 249.91 292.89 310.08 318.07

Appendix 20: Stock Price Sensitivity Analysis to changes in Growth Rate and Re— Bank

1,64 8,15% 8,65% 9,15% 9,65% 10,15% 10,65% 11,15% 11,65% 12,15%
0,00% 1,78 1,65 1,53 1,43 1,33 1,25 1,17 1,10 1,04
0,50% 1,89 1,74 1,61 1,50 1,40 1,31 1,22 1,15 1,08
1,00% 2,01 1,85 1,7 1,58 1,47 1,37 1,28 1,20 1,12
1,50% 216 1,97 1,81 1,67 1,55 1,44 1,3 1,25 117

2,00%) 232 21 1,93 1,78 1,64 1,52 1,41 1,31 1,23
2,50%) 2,52 228 2,07 1,89 1,74 1,61 1,49 1,38 1,29
3,00% 276 2,47 2,23 2,03 1,86 1,71 1,57 1,46 1,35
3,50% 3,04 2,70 2,42 2,19 1,99 1,82 1,67 1,54 1,43
4,00%) 3,40 2,98 265 2,37 2,14 1,85 1,78 1,64 1,51
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Appendix 21: CCA - Ex Bank

2023 .

Minimum 25th Perc Median Maximum

EV/Revenues 0.22 0.37 0.47 5 7.94
Ex - Bank Revenue 856.87
IAVACTELIIECN Enterprise Value 187.59 318.35 406.88 962.84 6800.67
- Equity Value 69.82 200.58 289.11 845.07 6682.9
Ex - Bank Price per Share 0.51 1.48 2.13 6.22 49.19
EV/EBITDA 2.68 3.12 3.87 9.19 27.49
Ex - Bank EBITDA 110.14
EV/EBITDA Enterprise Value 294.67 343.65 426.7 1011.79 3027.43
Equity Value 176.9 225.88 308.93 894.02 2909.67
Ex - Bank Price per Share 1.3 1.66 2.27 6.58 21.42
EV/EBIT 6.57 8.25 9.27 19.87 36.74
Ex - Bank EBIT 50.15
EV/EBIT Enterprise Value 329.29 413.72 464.97 996.72 1842.64
Equity Value 211.52 295.95 347.2 878.95 1724.87
Ex - Bank Price per Share 1.56 2.18 2.56 6.47 12.7

P/E 7.23 8.36 9.48 10.68 12.03
P/E Earnings per Share 0.43
Price per Share 3.11 3.59 4.08 4.59 5.17

Multiple

P/E 0.46 1.62 2.05 2.81 101.18
Book Value per Share 1.75
Price per Share 0.20 2.84 3.59 4.92 177.06

Appendix 22: Bank Segment — Analysis of Peers

Peer Selection - 1st Stage: Understading the Business Models of the peers. Analyzing the Revenues, NI and NM growth from 2019-2023.

[R— Revenues Net Income Net Margin (Net Income / Revenues)
2020 2021 2022 2023 2021 2022
Banco CTT €82,10 €98,87 €106,90 €128,50 €0,23 €16,15 €14,72 €17,02 0,28% 16,33% 13,77% 13,25%
growth % 20,42% 8,12% 20,21% 6830,47% -8,87% 15,68% 5655,25% -15,72% -3,77%
BNP Paribas €45504,00 €48 437,00 €49887,00 €51064,000 €6114,60 €8021,40 €9256,80 €8117,50 13,44% 16,56% 18,56% 15,90%
growth % 6,45% 2,99% 2,36% 31,18% 15,40% -12,31% 23,24% 12,05% -14,33%
Millenium BCP €2500,70 €2551,30 €3153,60 €3916,60 €255,00 €106,70 €883,10 €1489,40 10,20% 4,18% 28,00% 38,03%
growth % 2,02% 23,61% 24,19% -58,16% 727,65% 68,66% -58,99% 569,58% 35,80%
Banco Santander €49707,00 €51705,00 €58 288,00 €63857,00/ €9456,60 €8248,60 €9931,20 €11161,40 19,02% 15,95% 17,04% 17,48%
growth % 4,02% 12,73% 9,55% -12,77% 20,40% 12,39% -16,14% 6,80% 2,59%
BBVA €22023,00 €23297,00 €27633,00 €33152,00) €2642,80 €4222,50 €6150,30 €14 228,00 12,00% 18,12% 22,26% 42,92%|
growth % 5,78% 18,61% 19,97% 59,77% 45,66% 131,34% 51,04% 22,80% 92,83%
Bankinter €1815,10 €2 006,30 €2231,00 €2821,70 €188,70 €412,10 €576,10 €113,80 10,40% 20,54% 25,82%
growth % 10,53% 11,20% 26,48% 118,39% 39,80% -80,25% 97,58% 25,72% -84,38%
>>Not idered due to the ion of its NI &NM
CaixaBank €8438,00 €10273,00 €11442,00 €14329,00/ €1278,30 €845,30 €3195,80 €4 923,30 15,15% 8,23% 27,93% 34,36%
growth % 21,75% 11,38% 25,23% -33,87% 278,07% 54,06% -45,68% 239,44% 23,02%
Unicaja €1052,40 €1281,90 €1895,30 €2148,80 €90,70 €1125,20 €340,00 €485,40 8,62% 87,78% 17,94% 22,59%
growth % 21,81% 47,85% 13,38% 1140,57% -69,78% 42,76% 918,47% -79,56% 25,92%
Unicredit €18430,00 €19244,00 €21982,00 €25828,00/ €1327,40 €4297,80 €7061,00 €10587,40 7,20% 22,33% 32,12% 40,99%)|
growth % 4,42% 14,23% 17,50% 223,78% 64,29% 49,94% 210,08% 43,83% 27,61%
Credit Agricole €26 720,00 €29951,00 €26 827,00 €29670,00/ €3001,10 €5416,30 €4802,40 €5532,00 11,23% 18,08% 17,90% 18,65%
growth % 12,09% -10,43% 10,60% 80,48% -11,33% 15,19% 61,01% -1,01% 4,15%
Societe General €25725,00 €29640,00 €31338,00 €29579,00 €832,20 €5073,40 €4238,10 €2724,20 3,23% 17,12% 13,52% 9,21%
growth % 15,22% 5,73% -5,61% 509,64% -16,46% -35,72% 429,11% -20,99% -31,90%
Banca Monte dei Paschi Sier €3229,00 €3285,90 €3462,90 €4140,10| -€1460,80 €441,40 €630,40 €2165,80 -45,24% 13,43% 18,20% 52,31%
growth % 1,76% 5,39% 19,56% -130,22% 42,82% 243,56% -129,69% 35,52% 187,36%
Banca Sistema €109,20 €118,00 €121,30 €118,60 €23,50 €17,20 25,64% 19,92% 19,70%
growth % 8,06% 2,80% -2,23% -16,07% 1,70% -28,03% -22,33% -1,06% -26,40%
>> Not idered due to the ionof its NI &NM
Finecobank €1198,00 €1363,80 €1516,00 €1850,10 €304,80 €392,80 €408,90 €584,80 25,44% 28,80% 26,97% 31,61%
growth % 13,84% 11,16% 22,04% 28,87% 4,10% 43,02% 13,20% -6,35% 17,19%
>>Not idered due to its busi model: The Company focuses on op ing as FinTech bank through online platform and network of financial advisors. It operates
through three seg Banking, Br ge and Investing.




Peer Selection - 2nd Stage: After excluding Bankinter, Banca Sistema and Finecobank, understanding origins of their core Revenues.

in 2023
BNP Paribas

45,97%

% Net Interest & Dividend Income to Total Revenues

Group Part

% Net Non-Interest Business Revenue to Total Revenues

54,03%

>> Not considered due to the nature of the business of the majority of Revenues (Net Non-Interest Business Rev> Net Interest & Dividend Income)

Millenium BCP
Banco Santander
BBVA
CaixaBank
Unicaja
Unicredit

Credit Agricole
Societe General

Banca Popolare di Sondrio

75,52% 24,48%
74,88% 25,12%
69,72% 30,28%
65,65% 34,35%
70,84% 29,16%
62,56% 37,44%
64,04% 35,96%
47,97% 52,03%
>> Not considered due to the nature of the business of the majority of Revenues (Net Non-Interest Business Rev> Net Interest & Dividend Income)
63,59% 36,41%
60,98% 39,02%

Banca Monte dei Paschi Siena

Final Sample of Peers for Banco CTT

Company Name Country Based Market Cap Shares are Price (31/10/: Adjusted B
Millenium BCP Portugal €7003822943,76 15113989952 €0,46 1,423 1,282
Banco Santander Spain €69600276885,42 15494273572 €4,49 1,599 1,399
BBVA Spain €52734062 004,75 5763285465 €9,15 1,515 1,343
CaixaBank Spain €40628610142,38 7268087682 €5,59 0,71 0,807
Unicaja Spain €2962292507,14 2571434468 €1,15 1,141 1,094
Unicredit Italy €66 592 204 020,00 1636976 500 €40,68 1,25 1,167
Credit Agricole France €42832922015,30 3041031027 €14,09 1 1
Banca Popolare di Sondrio Italy €3112493 359,11 453385777 €6,87 1,153 1,102
Banca Monte dei Paschi Siena Italy €6 338 758 600,59 1259689706 €5,03 1,722 1,481
Appendix 23: CCA — Bank
2023
P/B 0,46 0,64 0,81 11
P/B Bank Book Value per Share 1,99
Price per Share 0,91 1,26 1,61 2,19
P/E 3,09 6,73 7,26 791
Bank Earnings per Share 0,13
Price per Share 0,39 0,84 0,91 0,99
P/TBV 0,47 0,82 0,94 1,16
Bank Tangible Book Value per Share 1,38
Price per Share 0,93 1,63 1,88 2,3
EV/Deposits 0,04 0,06 0,08 0,1
EV/Deposits Total Deposits 3106,18
Market Cap 109,65 186,32 235,83 300,34
Price per Share 0,81 1,37 1,74 2,21

1,18

2,34
11,52

1,44
132

2,61
0,13

412,18
3,03
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11.2. Appendix: Leonor Ferreira Cruz

Exhibit 1: A Framework for Assessing Dividend/Cash Return Policy:

How much did the firm pay out? How much could it have afforded to pay out?

What it could have paid out

Met Incoma

— (Cap ex — Deprn) (1 — DR}
— Chyg working capital {1 — DR}
=FCFE

What it actually paid out
Dividends
+ Equity repurchase

Firm pays out too litle
FCFE = Dividends

Firm pays out o0 much
FCFE < Dividends

Do you trust managers in the company
with your cash?

Look at past project choice:

Compare  ROE to cost of equity

What investment opportunities does the
firm have?
Look at past project choice:

Compare  ROE to cost of aquity

ROC to WACC
| |
Firm has history Firm has history
of good project of poor project
chioice and good choica.
projects in the

futura.

—

ROC to WACC
| |
Firm has good Firm has poor
projects. projacts.

)

Give managers

Forca managers

the flexibility to to justify holding

keiap cash and cash or raturn

set dividends. cash to
stockholdars.

Firm should cut Firm should deal

dividends and with its imvesimant

rairvest mors. problam first and
then cut
dividends.

! (Damodaran, "Applied Corporate Finance" 2014)
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Free Cash Flow to Equity

Exhibit 2: FCFE Historical

2024
Values in milions of € 2019 2020 2021 2022 2023 2024 Full Yiear 2024 (Q1-03)
Revenue 7403 I 7452 I 84T T a06.8 T B4 I 997.0 I T13.4
() Core and Recurrant Total Group EBIT 640 | 413 | 764 | 680 | 831 | 807 | 545
Mail 5732 I 16.0 I 77 I 0.7 I 6.0 I 47 I 29
Express & Farcels -10.1 | 0z | 124 l a5 l 18.7 | 3.3 | 241
Financial Services a7 | 20.5 | AR l 0.8 l 5.4 | 208 | 0.2
Bank 48 | 48 | 245 | 15.9 | 208 | 24.1 | 18.4
-] Statutory Texes 201 | -10.0 | 148 | 142 | 120 | 182 | Y
Corporste Income Tax 134 | 87 | 18.0 | 145 | 17.4 | 17.0 | 15
Municipal SurTax 10 | 08 | 1.1 | 1.0 | 12 | 12 | n.a
State Surtax 42 I 21 I 5.3 I 46 I 59 I 57 I 33
NOFLAT 4880 i 26.73 i arAar i 3588 i a44.14 i 40.39 i 26.35
% growth I~ 4sz3m | 006% | 343% [ 2288% | 8.50% [ 0.00%
(-} Met Loss/Profit from Financing BT | a7 | g2 | 134 | 21.0 | 221 | 18.6
i~} Expenses and Financial Losses 58 | .2 | T | 2.1 | 18.8 | 17.7 | 13.3
(=} Financial fncome 0.1 | 0o | 0.0 | L] | 08 | -0.3 | 02
i~} Gains/Lossas in subsiaiaries, associatas and foint vanfn 14 | 1.7 | 48 | 18 | 12 | 0.8 | 0.ag
-} Income Tax on Net Finansial Expenses 15 ! 1.7 ! 1.5 ! 23 ! 38 ! 3B ! 29
(+) Drepreciation & Ammartization 543 | fi2 1 | 58.0 | 64.8 | 843 | 675 | 506
(-] & in NWC - | 257 | -2.1 | -2ZED | 1507 | -221 | =211
(-] Capex - | 0z | 4.0 | TE.R | 740 | 102.3 | 76.7
Tangibles + Intagibles (Ex Bank) 2B2.0 | HLE | 3185 | 325 | 3431 | 3T | 346.1
Change - | 30.5 | 6.0 | 14.0 | 106 | 34.8 | 261
Total Debt 175.4 | 2060 | 201.1 | 198.0 | 2800 | 2708 | 270.3
{+) Change in Debt - | 315 | 57 | 532 | 731 | 18 | 13
Fres Cash Flow to Equity Holders - ! 43,66 ! 1872 = 412 | 13.32 ! 6.04 |
Discountad Free Cash Flow to Equity Holders 2024 - I I T T I I |
Discounted Free Cash Flow o Equity Holders 2025 ! ! I I ! ! |
Exhibit 3: FCFE Forecasted
t2024 025 ' 125 225 3.25 425 5.25 .25
Vslugs in mions of € 2024 Full Year 2024 (01-Q3) 2024 (Q4) 2025 2026 2027 2028 2029 1" Tarminal value |
Revenue 0or.0 T 7134 2836 T 10010 1,028.1 T 10774 1,121.0 T ERE-FE 1
(+) Core and Recument Total Group EBIT 80.7 | 545 262 | 815 | 868 | 880 | 012 | 838 | |
Mail 47 | 28 18 I 35 I 27 I 01 I ER| I 27 I I
Express & Parcels 313 | 241 72 | 30.0 | 7 | 373 | 400 | 444 | |
Financial Services 208 | 22 114 | 224 | 218 | 213 | 207 | 201 | |
Bank 241 | 18.4 57 | 25.6 | 77 | 203 | 07 | 321 | |
(-] Statutory Taxes 182 | 0.3 49 | -18.0 | 70 | 189 | 75 | 178 | |
Corporate Income Tax 17.0 | 15 55 | 17.1 | 122 | 185 | 192 | 10.7 | |
Municipal SurTax 12 | 08 0.4 | 12 | 13 | 13 | 1.4 | 14 | |
State Surtax 57 | 33 08 | 57 | 52 | 83 | 56 | 80 | |
! | ! ! ! ! ! !
NOPLAT 40.39 ! 26.35 1564 ] 39.86 ! 2.1 ! 4178 ! 43.04 ! 4383 ! !
% growth B50% | 000% 0.00% ] 131% | 564% I ore% | 2.08% I 207% | |
) Net Loss/Profit from Financing 221 | 188 55 | 183 | 207 | 205 | 200 | 204 | |
-} Expenses and Financial Losses 77 | 123 44 | 145 | 18.3 | 182 | 157 | 16.1 | |
) Financial Income 03 | 02 01 | 03 | 04 | 03 | 03 | 0.4 | |
() Gains/Losses in subsidiari iates and joint ventur 08 | 08 02 | 13 | 14 | 11 | 12 | 11 | |
(-} Income Tax an Net Financial Expenses 38 ! 28 1.0 ! a3z ! 38 ! 36 ! 35 ! a5 ! !
(+) Depreciation & Ammartization | 506 16.9 | 56.5 | Ga.1 | 714 | 731 | 75.4 | |
1) & in NWS | 211 70 | 07 | 125 | e | 34 | 144 | |
) Capex | 787 258 | 705 | 178 | 811 | 240 | 75 | |
Tangibles + Iniagibles (Ex Bank) | 2481 1154 | e | 3018 | wtz | 4122 | sa4 | |
Change | 26.1 87 | 40 | o7 | o7 | 100 | 122 | |
Total Debt I70.8 | 270.3 270.8 | 2059 | 2075 | w74 | 3212 | 3396 |
(+) Change in Debt 12 | 13 0.4 | 25.1 | 18 | 20 | 128 | 185 |
Free Cash Flow to Equity Holders 1332 T 6.04 | 887 T 4283 T 2584 T 3325 T 3831 T 4424 T 70333
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Peers Metrics

Exhibit 4: Peers 2023 and 5Y Average

Divividend Payout: Dividend Yield Share Buyback L. Div + Share
Company Name DPS 2023 EPS 2023 2023 2023 2023 Dividend 2023 B k2023
cmT 0.17 0.43 39.83% 4.75% 10.54 2372 34.26
International Distribution Ser 0.00 -1.06 0.00% 5.80% 11.34 0.00 11.34
PostNL NV 0.09 0.11 80.87% 4.80% 0.00 44.48 44.48
Bpost SA - Brussels 0.13 0.33 39.57% 6.00% 0.00 26.00 26.00
Poste ltaliane SpA 0.80 1.48 53.92% 4.90% 34.00 1036.32 1070.32
Deutsche Post 1.85 3.11 59.42% 3.00% 986.00 2184.85 3170.85
Median 0.13 0.33 53.92% 4.90% 11.34 44.48 44.48
Average 0.57 0.80 46.76% 4.90% 208.27 658.33 864.60
5Y Average 5Y AvDividend : 5Y Average Share 5Y Average Average Div +
C N 5Y A DPS @ SYA EPS
ompany Rame verage VErREEERS | bivividend Payout Yield Buyback Dividend Share Buyback
ctT 0.10 0.25 42.69% 2.84% 7.70 14.42 2212
International Distribution Ser 0.09 0.15 26.84% 7.88% 54.21 91.99 146.20
PostNL NV 0.21 -0.20 242.31% 9.36% 32.80 103.24 136.04
Bpost SA - Brussels 0.33 0.68 38.69% 2.62% 0.00 65.60 65.60
Poste ltaliane SpA 0.60 117 50.67% 4.36% 19.80 776.76 796.56
Deutsche Post 1.60 3.24 51.15% 2.78% 651.20 1939.78 25590.98
Median 0.33 0.68 50.67% 4.36% 32.80 103.24 146.20
Average 0.57 1.01 81.93% 5.40% 151.60 595.47 747.07
Exhibit 5: Peers DPS
Company Name DPS 2019 DPS 2020 DPS 2021 DPS 2022 DPS 2023
CTT (1] 0.09 0.12 0.13 0.17
International Distribution Ser 0.19 0 0.12 0.16 0
PostNLNV 0.08 0.28 0.42 0.16 0.09
Bpost SA - Brussels 0.62 0 0.49 0.4 0.13
Poste Italiane SpA 0.46 0.49 0.59 0.65 0.8
Deutsche Post 1.15 1.35 1.8 1.85 1.85
Oesterreichische PostAG 2.08 1.6 1.9 1.75 1.78
Median 0.54 0.39 0.54 0.53 0.47
Average 0.76 0.62 0.89 0.83 0.78




Exhibit 6: Peers Payout Ratio

Company Name

CTT

International Distribution Ser
PostNL NV

Bpost SA - Brussels

Poste Italiane SpA

Deutsche Post

Oesterreichische PostAG

Median Peer Group

Average

Exhibit 7: Peers Share Buyback

Company Name

CTT

International Distribution Ser
PostNLNV

Bpost SA - Brussels

Poste Italiane SpA

Deutsche Post

Oesterreichische PostAG

Median

Average

Exhibit 8: Peers Dividend Yield

Company Name

CTT

International Distribution Ser
PostNLNV

Bpost SA - Brussels

Poste Italiane SpA

Deutsche Post

Oesterreichische PostAG

Median Peer Group

Average

P/0 2019

0.00%

96.50%

80.42%
44.59%

54.17%
95.85%

80.42%
74.31%

o o o o

11

8.5

P/0 2020

76.50%
0.00%
66.67%
0.00%
52.69%
57.20%
91.43%

54.95%
44.67%

8.07

' Dividend Yield ~ Dividend Yield

2019
0.0%
10.6%
10.6%
0.0%
4.4%
3.4%

8.9%

6.65%
6.32%

2020
3.0%
19.1%
0.0%
0.0%
4.2%
1.9%

0.0%

0.95%
4.20%
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P/0 2021

46.60%
16.88%
83.89%
39.04%
48.64%

43.59%
84.44%

46.12%
52.75%

6.4

o o o o

1115

185.83

Dividend Yield
2021

3.0%
2.0%
8.4%
0.0%
3.3%
1.8%

2.00%
3.10%

P/0 2022

50.50%
20.80%

34.41%
53.49%
41.38%
94.09%

41.38%
48.83%

‘Buyback2019 Buyback2020 = Buyback2021 = Buyback 2022

21.57
256.29
164
0
25
1099

94.5
257.38

Dividend Yield
2022

4.0%
1.9%
23.0%
7.1%
5.0%
3.8%

4.7%

4.85%
7.58%

P/0 2023

39.80%

80.87%
39.57%
53.92%
59.42%
90.82%

59.42%
64.92%

Buyback 2023

10.54

11.34

0
0

34

986

5.67

171.

89

Dividend Yield

2023
5.0%
5.8%
4.8%
6.0%
4.9%
3.0%

3.9%

4.85%
4.73%
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Required Return on Equity

Exhibit 9: Risk Free Rate and Risk Premium

Portuguese Corporate Tax Rate 21%
Dividend Yield 3.10%
Nominal Growth 4.04%

Real Growth Rate 2.00%

Inflation 2.00%

[ market portfolio 1
Risk Premium Total 6.79%

Risk Premium - Country 0.0175

Exhibit 10: Required Return

Risk Free Rate 2.10%
Equity Beta - CTT 0.93
Risk Premium Market 5.79%

Required Return 8.42%

Exhibit 11: Return on Equity Sensitivity Analysis
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Risk Premium

TRUE 4.79% 5.29% 5.79% 6.29% 6.79% T7.29% T.79% 8.29% 8.79%
1.70% 5.15% 6.62% 7.08% 7.55% 8.01% 3.48% 5.94% 9.41% 9.87%
1.80% 5.25% 6.72% 7.18% 7.65% 8.11% 8.58% 9.04% 9.51% 9.97%
2 1.00% 5.35% G.82% 7.28% 7.75% 85.21% 8.68% 9.14% 9.61% 10.07%
2| 200% 6.45% 6.92% 7.38% 9.24% 9.71% 10.17%
E 2.10% 6.55% 7.02% 7.48% 9.34% 9.81% 10.27%
= 220% £.65% 7.12% 7.58% 9.44% 9.91% 10.37%
=l Sa0m 6.75% 7.22% 7.66% 8.15% 8.61% 9.08% 9.54% 10.01% 10.47%
2.40% 65.85% T.32% T.78% 5.25% 8.71% 9.18% 9.64% 10.11% 10.57%
2.50% 6.95% T.42% T.88% 5.35% 8.81% 9.28% 9.74% 10.21% 10.67%
DDM Scenarios

DDM Implied Share Price Across Different Payout Ratios
Exhibit 12: Payout Ratio: 35%

Current Share Price Rates
Cost of Equity 8.42%
Values in millions of € CCTT Terminal Growth Rate 2.00%
Sum of Discounted Dividends 64.9
Discounted Terminal Value 141.0
Implied Equity 2058

# shares outstanding (as of 3111 13528

Per Share Value (€) 1.52
Share price (€) as of 3110/2024 428
Difference (Estimated vs. Actual) -276

Upside -G4%
t 1.25 2.25 3.25 4.25 5.25 6.25
2024 2025 2026 2027 2028 2029 2030
Net Income 39.56 39.62 41.68 39.39 44.38 45.52 -
% Growth -l 014% 5.20% -5.51% 12.69% 2.55% -
Payout Ratio 35.00% 35.00% 35.00% 35.00% 35.00% 35.00%
FCFE t-1 13.28 42.81 25.82 33.24 39.28 44,22
Dividend 13.85 13.87 14.59 13.79 15.53 15.93
DPS 0147 0.102 0.103 0.108 0.102 0.115 0.118
% Growth -35.72% 0. 14% 5.20% -5.51% 12.69% 2.55%
Number of Shares Outstanding 135.12 135.12 135.12 135.12 13512 135.12
Dividend Discounted 12.52 11.56 11.22 9.78 10.16 9.61

Exhibit 13: Payout Ratio: 45%
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Current Share Price Rates
Cost of Equity 8.42%
Values in millions of € LT Terminal Growth Rate 2.00%
Sum of Discounted Dividends . 834
Discounted Terminal Value I 1g13 |
Implied Equity I 2848 |
# shares outstanding (as of 311 13526
Per Share Value (€) 1.96
Share price (€) as of 31/10/2024  4.28
Difference (Estimatedvs. Actual)  -2.32
Upside -54%
t 1.25 2.25 3.25 4.25 5.25 £.25
2024 2025 2026 2027 2028 2029 2030
Net Income 39.56| 39.62 41.68 39.39 4438 4552 -
% Growth - 014% 5.20% -5.51% 12.69% 2.55%
Payout Ratio 45.00% 45.00% 45.00% 45.00% 45.00% A5.00%
FCFE t-1 13.28 42.81 25.82 33.24 39.28 44,22 ‘
Dividend 17.80 17.83 18.76 17.72 19.97 20.48
DFPS 047] 0.132 0132 0.139 0.131 0.148 0.152
% Growth -22.49% 0.14% 5.20% -5.51% 12.69% 2.55%
Mumber of Shares Outstanding 135.12 13512 135.12 135.12 135.12 135.12
Dividend Discounted 16.09 14.87 14.42 12.57 13.07 12.36
Exhibit 14: Payout Ratio: 50%
Current Share Price Rates
Cost of Equity 8.42%
Values in millions of € . CTT Terminal Growth Rate 2.00%
Sum of Discounted Dividends .~ 926 .
Discounted Terminal Value ' 2014 l
Implied Equity I 2040 |
# shares outstanding (as of 311 13526
Per Share Value (€) 217
Share price (€) as of 31/10/2024  4.28
Difference (Estimated vs. Actual)  -2.11
Upside -49%
t 1.25 2.25 3.25 425 5.25 6.25
2024 2025 2026 2027 2028 2029 2030
Net Income 39.56  39.62 41.68 39.39 44,38 45,52 -
% Growth -1 0.14% 5.20% -5.51% 12.69% 2.55% -
Payout Ratio 50.00% 50.00% 50.00% 50.00% 50.00% 50.00%
FCFE t-1 13.28 42.81 25.82 33.24 39.28 44,22
Dividend 19.78 19.81 20.84 19.69 2219 22.76
DPS 017 0146 0.147 0.154 0.146 0.164 0.168
% Growth -13.88% 0.14% 5.20% -5.51% 12.69% 2.55%
Mumber of Shares Outstanding 135.12 135.12 135.12 135.12 135.12 135.12
Dividend Discounted 17.88 16.52 16.03 13.97 14.52 13.73

Exhibit 15: Payout Ratio: 75%
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Current Share Price Rates.
Cost of Equity 8.42%
Values in millions of € CCTT Terminal Growth Rate 2.00%
Sum of Discounted Dividends . 1390
Discounted Terminal Value ' 3021 l
Implied Equity a1 1
# shares outstanding (as of 311 13526
Per Share Value (€) 3.26
Share price (€) as of 31M0/2024 428
Difference (Estimated vs. Actual)  -1.02
Upside -24%
t 1.25 225 3.25 425 5.25 6.25
2024 2025 2026 2027 2028 2029 2030
Net Income 39.56 39.62 41.68 39.39 44.38 45,52 -
% Growth - 0.14% 5.20% -9.51% 12.69% 2.55%
Payout Ratio 75.00% 75.00% 75.00% 75.00% 75.00% 75.00%
FCFE t1 13.28 42.81 25.82 33.24 39.28 44,22
Dividend 29.67 29.72 31.26 29.54 33.29 34.14
DPS 017 0.220 0.220 0.231 0.219 0.246 0.253
% Growth 29.18% 0.14% 5.20% -5.51% 12.69% 2.55%
Mumber of Shares Qutstanding 135.12 135.12 135.12 135.12 13512 135.12
Dividend Discounted 26.82 24.78 24.04 20.95 21.78 20.60
Exhibit 16: Payout Ratio: 100%
Current Share Price Rates
Cost of Equity B8.42%
Values in millions of € = Terminal Growth Rate 2.00%
Sum of Discounted Dividends | 1853 |
Discounted Terminal Value ' 402.8 l
Implied Equity I sgg1 |
# shares outstanding (as of 3111 13526
Per Share Value (€) 435
Share price (€) as of 31/10/2024 428
Difference (Estimated vs. Actual) 0.07
Upside 2%
t 1.25 225 3.25 4.25 5.25 6.25
2024 2025 2026 2027 2028 2029 2030
Net Income 39.56 39.62 41.68 39.39 44.38 4552 -
% Growth - 014% 5.20% -5.51% 12.69% 2.55% -
Payout Ratio 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
FCFE t-1 13.28 42.81 25.82 33.24 39.28 44.22
Dividend 39.56 39.62 41.68 39.39 44.38 4552
DPs 047, 0.293 0.293 0.308 0.291 0.328 0.337
% Growth 72.24% 0 14% 5.20% -5.51% 12 69% 2.55%
Mumber of Shares Qutstanding 13512 13512 13512 13512 13512 13512
Dividend Discounted 35.76 33.04 32.06 27.94 29.04 2747
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Proposed Sustainable Dividedend Payout Policy

Exhibit 17: Proposed Dividend Payout Policy

2024 2025 2026 2027 2028 2029

Dividend 21.62 22.30 22.97 23.64 25.00 26.35
Net Income 39.56 39.62 41.68 39.39 4438 45.52
Payout Ratio 54.65% 56.27% 55.11% 60.03% 56.33% 57.88%
DPS 0.160 0.165 0.170 0.175 0.185 0.195
UFCF Before Dividend 13.28 42.81 2682 33.24 39.28 44 22
UFCF After Dividend -8.34 20.52 2.85 9.60 14.29 17.87

Exhibit 18: DDM Sustainable Dividend Payout Policy
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Current Share Price Rates
Cost of Equity B.42%
Values in millions of € o | Terminal Growth Rate 2.00%
Sum of Discounted Dividends | 1048 |
Discounted Terminal Value | 2331 |
Implied Equity | 3380 |

# shares outstanding (as of 31/1 13526

Per Share Value (€) 2.50
Share price (€) as of 31/10/2024 428
Difference (Estimated vs. Actual) -1.78

Upside -42%
t 1.25 225 3.25 4.25 5.25 6.25
2024 2025 2026 2027 2028 2029 2030
Net Income 39.56 39.62 41.68 39.39 44.38 45.52 -
% Growth -l 0.14% 5.20% -5.51% 12.69% 2.55% -
Payout Ratio 54.65% 56.2T% 55.11% 60.03% 56.33% 57.88%
FCFE t-1 13.28 42.81 25.82 33.24 39.28 44,22
Dividend 21.62 22.30 2297 23.64 25.00 26.35
DPS 0147 0.160 0.165 0470 0175 0.185 0.195
% Growth -5.87% 3.12% 303% 2.92% 5.73% 5.39%
Mumber of Shares Outstanding 13512 13512 13512 13512 13512 13512
Dividend Discounted 19.54 18.59 17.67 16.77 16.36 15.90

Exhibit 19: DDM Sustainable Dividend Payout Policy, Sensitivity Analysis

A Costof Capital - WACC 0.50%
A Growth Rate 0.50%
Cost of Equity
FALSE 6.42% 6.92% TAZ% 7.92% 8.42% 8.92% 9.42% 9.92% 10.42%
0.00% 265 245 2.27 212 1498 186 176 166 158
® 0.50% 283 253 239 222 207 194 183 172 163
é 1.00% 303 2.76 254 2.34 218 203 190 179 164
E 1.50% 328 297 270 199 186 178
('59 2.00% 353 32 250 203 195 183
‘_E: 2.50% 398 351 314 2.20 2.04 9
E 3.00% 448 383 343 207 278 253 233 215 200
. 3.50% 514 437 380 336 am 272 248 228 o
4.00% £.03 5.03 427 ar2 328 294 266 243 223
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