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GLOBAL VIEW
Many events took place that denotes the start of 2022. After almost two years of a pandemic
that affected all countries, the leaders of global institutions, such as the European Central Bank, are
finally changing the economic policies towards a more stable and smiley future.
In the United States, we saw the impact of the low-interest rates that made the stock market rise
to historical numbers. This record can be explained by the increase in demand for company
participation. Once treasury bonds are offering significantly lower returns, those investors are changing
their focus to the stock market. This enlarging demand results in overvalued shares. To control the
rising inflation, which reached 7% in December, the Fed plans to increase its reserve and make the
interest rates grow three times this year and another three times in 2023. According to Goldman Sachs
and other investment bankers, this increment will be higher than that. As this makes the exchange
markets decrease, the dollar value has also been decreasing compared to other currencies, including
the euro. The precious metals are priced through the American dollar, which resulted in these assets'
value reducing. Since they became more attractive, their value had already recovered.
On the other hand, in Europe, the first month of the year also revealed some worrying situations.
The European exchanges were affected by several situations, including the fluctuations of the US and
Asia exchanges, the expectations on the ECB monetary policies, and the growing tension between the
US and Russia due to the Ukraine situation.
The topic crossing both markets, American and European, is the imminent growth of technology,
especially with 5G. This innovation is seen as the key tech of the digital revolution and is currently
present in many applications, from Artificial Intelligence to the automobile industry. For the future, the
goal is to have 5G working in production, logistics, public services and to help develop smart cities and
the countryside. According to plenty of experts and economists, this implementation has a major
economic impact, being that it is expected for the investments in Europe to generate 210 billion euros
in economic benefits.
Sources: Jornal de Negócios
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PORTUGAL IN THE WORLD
The Banking Cartel of Portugal
Since 2012, the major banks operating in Portugal are being accused of anti-competitive
practices by Autoridade da Concorrência (AdC), the authority responsible for "defending competition
for the benefit of citizens"., They are under suspicion of sharing non-public strategic information
regarding the spread rates they would charge as well as other offer conditions including commissions,
costs, and penalties for early repayments.
Caixa Geral de Depósitos, BCP, Santander Totta, BPI, Montepio, BBVA, BES, BIC (for acts
committed by the then BPN), Caixa de Crédito Agrícola, Deutsche Bank, UCI, Banif and Barclays are
the institutions accused of sharing this information on consumer, home and business credit. According
to the AdC, this took place over 11 years between 2002 and 2013, based on the existence of evidence
of communications regularly exchanged between the banks to match their offer to the customer,
reducing the risk and uncertainty of competitive pressure by holding strategic knowledge about their
rivals. The consequence of this is reduced competitive pressure, resulting in a direct impact on the
Portuguese economy due to the impossibility to access the best possible rates, interfering with the law
of supply and demand. Given the high number of accused banks and their level of activity in Portugal,
this was named an alleged cartel operation.
The fine collectively amounts to 225 million Euros, but due to its clemency requests, Barclay's
bank had its fine forgiven for being the entity that exposed these practices, and, Montepio is liable to
pay only half of the original fine.

Figure 1 – Bank Fines (Source: Adapted from Jornal ECO)
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The banks are currently appealing because the information traded was public, non-privileged,
and shared between employees without decision-making power. In contrast, according to ADC, the
exchange of information occurred in a frequent and institutionalized manner that continued even after
the change of employees, this being proof that it wasn't just "an informal exchange between friends".
At the time of writing, the trial continues with the hearing of witnesses, with the next one
scheduled for February 9th. The impact of these anti-competitive practices is considered to be
especially harsh as they have taken place during the difficult years of the 2008 financial crisis, also not
leaving Portugal in the best of lights in the eyes of the European Union for this unprecedented situation
never before seen in any Member State.
Sources: Jornal ECO, RTP, Idealista, Autoridade da Concorrência

WILD CARD
Horta Osorio's Resignation
António Horta Osório resigned earlier this year from Credit Suisse following the scandal he
was embroiled in after breaking quarantine rules in the United Kingdom (UK). It was July when Horta
Osório flew from Switzerland to the UK to attend the famous Wimbledon tennis tournament. The
problem with this visit was a 10-day quarantine requirement for people coming from Switzerland,
which the leader of Credit Suisse did not respect. Breaching quarantine rules is a criminal offense,
which the chairman incurred. This was discovered after an investigation of which he was the target,
where it was also revealed that the chairman used the bank's private jet too often, including on his
holidays to the Maldives.
In the end, this leadership has lasted less than a year. Horta Osório was hired to lift Credit
Suisse after the scandals in which it became involved, such as the Archegos case, where the bank
lost £3.4 billion to this hedge fund, and also by the collapse of Greensill Capital.
The banker is known internationally due to his performance as the head of Lloyds Bank, where
he started in 2011, however, he had previously managed to do notable jobs. Horta Osório began his
career in 1987 at Citibank in Portugal and later moved to the famous investment bank, Goldman
Sachs. In 1993, Santander hired him as chief executive of a subsidiary in Portugal. In 2006, he moved
to the UK, where he took over Abbey National, the former building society bought by Santander, his
performance was of enormous quality, leading him to be appointed to The Court of the Bank of
England. However, in 2011, he was appointed chief executive of Lloyds Bank, where the English state
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took over 43% of the capital with an injection of almost £20 billion, with the banker describing that one
of the most satisfying moments was when the English bank was last reprivatized in 2017. Due to his
achievements in the areas of the financial industry, mental healthcare, and culture, the banker was
knighted by the Queen of England.
Sources: Bloomberg, CNN
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Our Team
ISCTE Trading & Investment Club (ITIC) is a non-profit student organization of ISCTE
Business School, who promotes training and research in Finance and Investment. The
club intends to train the best professionals in the industry and promote its analysts by
their commitment to producing useful and truthful information and analysis based on
excellence.

#FinancialKnowledge
More content in www.itic-iscte.com

Disclaimer: All content present in this newsletter has only an informative nature and should not be seen as financial advisory of any sort.
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