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ADDENDUM 

 

Portuguese Public Finance Council Report No.2/1017 

Public Finance: Position and Constraints 2017-2021 

This addendum includes information on the repayment to be made in 2012 of the pre-

paid margin of one of the loans granted by the European Financial Stability Facility (EFSF). 

According to the EFSF/ESM Report and Accounts for 2015, the amount of this return was 

€948 million (0.4% of GDP projected for 2021). This amount may vary depending on the 

return of the financial application of the commission paid in 2011. The consideration of 

this financial flow improves the projected capital revenue for 2021 and, therefore, the 

budget balance, the primary balance and the general government debt. However, since 

it is a non-recurring measure (one-off), it does not affect the projection for the structural 

balance, nor for the adjusted balances. 

For convenience, the projections for the main variables are republished below and the 

values that change in 2021 are shown in bold. 

As % of GDP 2017 2018 2019 2020 2021 

Budget Balance (non-adjusted) -1,7 -1,9 -1,8 -1,8 -1,4 

Primary Balance (non-adjusted) 2,5 2,4 2,5 2,4 2,8 

Maastricht Debt 129,2 127,6 126 124,4 122,3 

General government revenue 43,5 42,7 42,3 41,9 41,9 
      

Memo items (unchanged values):      

General government expenditure 45,2 44,6 44,1 43,6 43,3 

Adjusted Budget Balance -1,9 -1,9 -1,8 -1,8 -1,8 

Adjusted Primary Balance 2,3 2,4 2,5 2,4 2,3 

Lisbon, 12 April 2017
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1 MACROECONOMIC OUTLOOK 

1.1 SHORT AND MEDIUM-TERM INTERNATIONAL ECONOMY 

World economy 

The world economy is expected to accelerate gradually in the medium-term, after a 

slowdown in 2016. In January, the International Monetary Fund (IMF) anticipated that global 

activity would grow at a pace of 3.4% in 2017, which represents a 0.2 p.p. downward revision 

compared to January 2016 forecasts. This revision expresses a less favourable evolution of 

growth in emerging economies, since it is expected that advanced economies present a 

better performance (Chart 1). For 2018 it is anticipated a world GDP growth of 3.6%. The 

larger dynamism forecasted for 2017 and 2018 (0.5 p.p. accumulated since 2016) includes an 

acceleration of growth in the United States (US) between 2.3% and 2.5% in 2017 and 2018, 

respectively, and a growth rate of 1.6% for the euro area in the next two years. 

Chart 1 – GDP growth forecasts for the world economy (%) 

 
Source: IMF – World Economic Outlook Update, January 2016 and 2017. 

Most recent international projections point to a slowdown of economic activity in 2016 

compared to 2015. The former year registered the lowest GDP and international trade growth 

rates since 20091. In the January World Economic Outlook, IMF estimates a world GDP growth 

of 3.1% in 2016, an unchanged forecast from October, while the Organization for Economic 

Cooperation and Development (OECD) in its Interim Economic Outlook from March estimates 

a 3% growth. The deterioration of global activity in the reference year was mainly due to the 

lower dynamism of advanced economies, including the euro area (1.7% in 2016 compared to 

2% in 2015), but especially in the US (1.6% in 2016, 1 p.p. below 2015). In these economies, 

geopolitical tensions, the threat of terrorist attacks, the recovery of the banking sector and 

the UK vote to leave the European Union (EU) were pointed as the main challenges to growth 

last year. The performance of emerging economies, which together represent 39% of the 

world GDP, was marked by recessions in Argentina, Brazil, Russia and Turkey, while China 

benefited from economic stimulus, growing 6.7%. Nevertheless, this group of countries 

registered a 0.2 p.p. acceleration of growth in 2016, to 4.2%. 

 

                                                   
1 European Commission, European Economic Forecast, winter 2017, February 2017. 
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Euro area 

The European Central Bank (ECB) forecasts a minor acceleration of GDP growth in the euro 

area to 1.8% in 2017, followed by a deceleration of 0.1 p.p. per year until 2019. Growth should 

be mainly supported by domestic demand. The latter should be supported by monetary 

policy, by the progresses achieved through financial system and households deleveraging 

and by the favourable evolution of the labour market. These factors, together with the 

EUR/USD exchange rate depreciation and a more favourable economic sentiment, 

contributed to a slight upward revision of the expected year-on-year GDP change rate in 

2017 and 2018 (0.1 p.p. each year), compared to the information released in December (Chart 

2). The acceleration of external demand is estimated only for the medium-term, then leading 

to an increase in the expected contribute from net exports to euro area economic 

performance. The ECB anticipates that the Harmonised Index of Consumer Prices (HICP) 

should go from 0.2% in 2016 to rates around 1.7% in the 2017-2019 period. This increase is 

motivated by higher oil prices, through the recently agreed limits to production by the 

Organization of the Petroleum Exporting Countries (OPEC), and the progressive labour 

market recovery. Comparing to the December forecast, a more significant decline is projected 

for the unemployment rate, to 8.4% of active population in 2019 (versus 8.7% in the previous 

projections). This reduction reflects a steady employment growth throughout the entire 

projection horizon, although in a trajectory of deceleration. 

Chart 2 – Forecasts for the euro area economy 

GDP growth (change, %) Inflation (change, %) Unemployment rate (% active pop.) 

   
Source: Eurosystem staff macroeconomic projections, March 2017. | Note: the shadowed area corresponds to the confidence 

intervals for the most recent forecasting exercises. 

There was a moderate activity growth in the euro area in 2016, which was still 0.3 p.p. lower 

than the observed in 2015. This growth continued to be supported by domestic demand, 

which should have been the relevant contribute to the increase of GDP in volume by 1.7% in 

2016, since net exports contribute was close to zero.  In the 4th quarter, the group of countries 

that belong to the monetary union grew 1.7% year-on-year, a pace 0.1 p.p. below the 

precedent quarter. The labour market continued to recover, with the unemployment rate 

declining to 10% of the active population in the end of 2016 (10.9% in end-2015). At the 

same time, the employment increased from 1.1% to 1.3% year-on-year in the same period. 

The inflation rate, still influenced by the low oil price, was 0.2% in 2016. In January and 

February the HICP change rate (12 month moving average) accelerated to 0.4% and 0.5%, 

respectively, and it is expected that it continues to increase, based on the maintenance of the 

ECB monetary policy and the increase of energy prices in 2017. Comparing to the same period 

in the previous year, the prices growth rate in February was 2% according to the Eurostat 

(versus 1.8% in January). 
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Financial markets and commodities 

In most countries in the euro area there was an evident gradual declining tendency of 10 year 

yields in the first three quarters of 2016. This movement did not take place among Portuguese 

interest rates (Chart 3). However, a generalized upward movement was initiated in October 

and extended until the year-end. In Portugal, the 10 year interest rate presented an increasing 

trajectory throughout 2016, which was more pronounced in the second half of the year. This 

evolution was reflected in an increase 

of the spread versus Germany from 188 

basis points in the end of 2015 to 354 

basis points in the end of 2016. 

Therefore, after the increase observed 

in February 2016, the 10 year maturity 

Portuguese Government Bonds (PGB) 

interest rate stabilized around 3.1% in 

the 2nd quarter until mid of the 3rd 

quarter, rising to 3.8% in the end of the 

year. During the 1st quarter of 2017 

there was still a deterioration, with the 

10 year yield at 4.1% on March 24. 

 

With the exception of the declines registered in July, September and November, oil price was 

generally rising throughout 2016. It increased more than 15 EUR/barrel, and ended the year 

at 55 EUR/barrel, reflecting the OPEC agreement to control the supply of this commodity. 

Chart 4 – Oil price and exchange rates 

Oil price (Brent, EUR) Euro exchange rate (vs. pound and dollar) 

  
Source: BoP.  

The euro versus United States dollar exchange rate (EUR/USD) exhibited a relatively stable 

behaviour during the first three quarters of 2016, around 1.12 USD, with a minor decline 

observed in June and July only. From October on, the expectation of a less gradual 

normalization of monetary policy in the US led to a depreciation of the euro versus dollar, 

which was extended until the year-end.  In the 1st quarter of 2017, this tendency was reverted, 

with the appreciation of the EUR/USD exchange rate to 1.08 USD on March 24, compared to 

1.05 in the end of 2016. The euro versus sterling pound (EUR/GBP) exchange rate appreciated 

in 2016, a trajectory which was temporarily interrupted by the time of the referendum on the 

maintenance of the United Kingdom in the EU (in May and June). Afterwards, the euro vs. 

pound appreciated again until October. During the last quarter there was a decrease in the 

EUR/GBP exchange rate, reaching 0.84 GBP per euro (compared to 0.9 in the beginning of 
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October), with a partial recovery in the beginning of 2017 (to 0.86 GBP per euro on March 

24). 

Portugal main trade partners 

According to the October 2016 IMF forecast, the 10 main Portuguese trade partners should 

present a positive evolution of economic activity in 2017, although it is anticipated that four 

of these countries (Spain, Germany, United Kingdom and the Netherlands) register a growth 

deceleration compared to 2016 (Chart 5). The GDP change rate should be stable in France 

and Belgium and accelerate in the US and in Angola, Italy and Switzerland. In Spain, a market 

that represents 21% of total national exports in value in 2016, activity should gradually 

slowdown after a strong economic recovery. It is expected that the French economy (market 

for 13% of total Portuguese exports) grows at a moderate pace, accelerating to 1.8% in 2021, 

while GDP growth in Germany (11% of total exports) should decrease by around 0.2 p.p. from 

2016 to 2021. In the US (5% of total exports) it is expected a recovery in 2017, followed by a 

progressive deceleration, while for the United Kingdom (10% of total exports) it is foreseen 

that in 2017, a year of greater uncertainty, GDP grows by 1.1%, accelerating afterwards until 

1.9% in 2021. For Italy it is expected that GDP change rate is stable in levels similar to 2016 

(only 0.1 p.p. higher), while Switzerland should present greater dynamism in the following 

years. After a null growth in 2016, Angola should initiate an economic recovery in 2017, 

presenting the highest GDP growth acceleration in 2017 among these 10 exports 

destinations. 

Chart 5 – GDP growth forecasts for the ten main exports destinations (change, %) 

 

Sources: BoP (exports of goods and services at current prices) and IMF – World Economic Outlook, October 2016. 

In the three main Portuguese exports destinations (which represented around 46% of total 

exports in value in 2016) economic activity maintained a moderate growth trajectory, mainly 

based on domestic demand. There were, however, some improvements in the evolution of 

net exports. Indeed: 

 The Spanish GDP increased at 3% or more in every quarter in 2016, presenting a year-

on-year change rate of 3% in the 4th quarter (compared to 3.2% in the 3rd quarter). This 

was mainly motivated by the external demand contribution (2.2 p.p.). Private 

consumption growth was unchanged at 3% year-on-year while there was a deceleration 

on investment (2.6%, compared to 2.2% in the previous quarter) and a null change rate 
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in public consumption (0.8% in the 3rd quarter). The contribution from external demand, 

positive since the 2nd quarter, increased again by 0.1 p.p., to 0.8 p.p.; 

 In France data available for the 4th quarter of 2016 indicates that the positive contribution 

from domestic demand to economic performance (1.6 p.p.) more than compensated the 

negative contribution from net external demand (-0.4 p.p.), as is the case since end-2014. 

The year-on-year GDP change rate was 1.2%, comparing with 1% in the previous quarter. 

The acceleration in private consumption (from 1.4% to 2.1%) opposed the deceleration 

in investment (from 2.6% to 1.8%), while public consumption growth was stable at 1.5%. 

Exports year-on-year growth went from 1.1% to 1.9%, whilst imports registered a 

deceleration, from 4.2% to 2.9%; 

 GDP grew 1.8% in Germany in the 4th quarter of 2016, 0.1 p.p. above the previous quarter. 

The dynamism of economic activity continued to be based on domestic demand 

(contribution of 1.9 p.p., which compares to 2 p.p. in the 3rd quarter), since net exports 

continued to present a negative contribution to growth (-0.1 p.p., vs. -0.3 p.p. in the 3rd 

quarter). Public consumption continued to grow above 3% while the increase in private 

consumption was stable at 1.6% in the referenced quarter. Investment sustained the 

deceleration movement observed since the 2nd quarter. However, it still grew 0.9% year-

on-year (compared to 1.7% in the previous quarter); 

Although there was a recovery of total imports of goods in France, which presented a year-

on-year positive change rate in the 3rd quarter, imports of goods in value from Spain and 

Germany continued to observe a negative year-on-year growth in the same period (Chart 6). 

In the same direction, the year-on-year growth of exports of goods from Portugal to these 

three countries decelerated progressively from August 2016 until the year-end, presenting a 

negative change rate in the case of exports to Germany. In the two most recent months 

Portuguese exports reversed this negative tendency, according to the evolution of imports 

of goods from the three main exports destinations, which recorded significant year-on-year 

growth rates in the 4th quarter. 

Chart 6 – Portuguese exports to the three main export destinations 

Exports of goods from Portugal to main destinations 

(12mma, %) 

Total imports of goods from main destinations (yoy, 

%) 

 

 
Sources: Statistics Portugal and Eurostat, data in value. | Note: yoy: year-on-year; 12mma = 12 months moving average 
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1.2 MEDIUM-TERM MACROECONOMIC PROJECTIONS UNDER THE NO-POLICY CHANGE 

ASSUMPTION 

 

As a standard procedure in the CFP, this scenario projects the known economic context at 

the moment of its elaboration. For the horizon 2017 to 2021 it considers adopted and 

legislated policy measures exclusively. Therefore, these are future projections and not 

forecasts. The latter would have to include hypothesis about changes in the exogenous 

variables and policy measures to be adopted. The medium-term macroeconomic scenario 

now concluded by the CFP is presented in Table 1. 

These projections point to an acceleration of growth in the Portuguese economy in the years 

of 2017 and 2018, followed by a slowdown. Real GDP growth acceleration in the second half 

of 2016, which led to an average growth of 1.4% in the whole year and to a year-on-year 

growth of 2% in the 4th quarter, contributed to the projection of a 1.7% growth rate in 2017 

and 2018 and a gradual slowdown from 2019 on. The domestic demand should remain the 

main driver of economic growth. However, it is anticipated that net exports present a null 

contribute for output growth from 2020 on, based on the deceleration of imports, which is 

influenced by the slowdown of private consumption and investment. 
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Table 1 – CFP macroeconomic scenario 

  
Sources: Statistics Portugal and CFP projections (2017-2021). | Note: cyclical developments are 

estimated in accordance with harmonized methodology as defined in CONV programme parameters, 

based on the European Commission’s winter 2017 forecast.  

This scenario was based on CFP macroeconomic models, incorporating the most recent 

quantitative and qualitative information, available from different sources. These include the 

Quarterly National Accounts and Quarterly National Sector Accounts (data for the 4th quarter 

of 2016). The most recent forecasts from the main official entities for the global economy 

and for Portugal were also taken into account (Box 1). The inclusion of this information, as 

well as any comparison between scenarios, should be cautious, paying due regard to the 

inherent technical, conceptual and chronological differences.   

2016 2017 2018 2019 2020 2021

Real GDP and components (change, %)

GDP 1.4 1.7 1.7 1.5 1.4 1.4

Private consumption 2.3 2.0 1.8 1.5 1.3 0.9

Public consumption 0.5 -0.3 0.6 0.3 0.3 0.5

Investment (GFCF) -0.1 5.0 3.9 3.3 2.7 2.7

Exports 4.4 4.6 4.4 4.2 4.1 4.1

Imports 4.4 4.7 4.7 4.2 4.0 3.9

Contributions to real GDP change (p.p.)

Domestic demand 1.5 2.0 1.9 1.6 1.4 1.4

Net exports -0.1 -0.2 -0.2 -0.1 0.0 0.0

Prices (change, %)

GDP deflator 1.6 1.3 1.4 1.6 1.7 1.8

Private consumption deflator 1.1 1.2 1.4 1.6 1.8 2.0

Public consumption deflator 1.7 0.5 0.8 1.2 1.3 1.4

GFCF deflator 0.2 1.3 1.6 1.7 1.8 2.0

Exports deflator -2.0 2.2 1.4 1.6 1.7 1.9

Imports deflator -3.2 2.4 1.5 1.7 2.0 2.3

PCI 0.6 1.0 1.4 1.5 1.7 1.9

Nominal GDP

Change (%) 3.0 3.1 3.1 3.1 3.1 3.2

Level ('000 M€) 184.9 190.6 196.6 202.7 209.0 215.7

Labour market (change, %)

Unemployment rate (% active pop.) 11.1 10.3 9.6 9.1 8.8 8.4

Employment 1.2 1.1 0.9 0.6 0.4 0.4

Compensation per employees 2.3 1.7 1.5 1.5 1.6 1.6

Apparent labour productivity 0.1 0.7 0.8 0.9 0.9 0.9

External sector (% GDP)

Net lending 1.5 1.3 1.2 1.1 1.1 1.0

Current account 0.5 0.3 0.2 0.2 0.1 0.1

Balance of goods and services 1.2 1.1 1.0 1.0 0.9 0.9

Balance of primary income and transfers -0.7 -0.8 -0.8 -0.8 -0.8 -0.8

Capital account 1.0 1.0 1.0 1.0 1.0 1.0

Cyclical developments

Potential GDP (change, %) 0.5 1.0 1.3 1.4 1.3 1.3

Output gap (% potential GDP) -0.7 0.0 0.4 0.5 0.6 0.6
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Box 1 – Official forecasts for the Portuguese economy 

 

The official institutions considered in Table 2 estimate for the Portuguese economy a real GDP growth 

between 1.2% (OECD) and 1.8% (Bank of Portugal – BoP) in 2017, resulting in an average of 1.5%.2 This 

evolution is motivated by the contribute of domestic demand, since most forecasters expect a null or close 

to zero contribute from net exports to growth in the reference year. Most forecasts expect public 

consumption to be slightly positive (between 0.2% according to BoP and OECD and 0.6% according to 

the IMF). This contrasts with the 1.2% negative growth forecasted by the Ministry of Finance (MF) in 

October. Regarding the other components of domestic demand, it is anticipated that private consumption 

grows, on average, 1.5%, while the expectation for the evolution of GFCF is 3.4% on average. In this case, 

the forecast interval has a significant amplitude, with the OECD posting the estimate for the lowest 

dynamism (0.7%) and BoP the most favourable evolution (6.8%). In what concerns the prices, the average 

estimate for the HICP change rate is 1.3% and the expected GDP deflator growth is 1.3%. In the labour 

market it is forecasted, on average, an unemployment rate of 10.2% of active population, together with 

an employment growth of around 1.1% and an increase in compensation per employee of 1.3%. Net 

lending estimated by the IMF (0.5%) is the lowest among the four forecasts for 2017, while the MF forecast 

is the highest (2.2% of GDP), framed in an average of 1.3%. 

For the remaining projection period it is expected that activity keeps growing by 1.4% on average in 2018 

and 2019, while for 2020 and 2021 the IMF, the only institution considered adopting a 5-year projection 

horizon, anticipates a GDP growth of 1.1% and 1.0%, respectively. In these four years the composition of 

real GDP is similar to the one estimated for 2017. That is, domestic demand is the main driver of economic 

activity, with the contribution of net exports for GDP growth close to zero. It is estimated that inflation 

accelerates during the projected period, gradually going from an average value of 1.3% in 2017 and 2018 

to 1.8% in 2021. The GDP deflator should present a similar behaviour. In the labour market there is a 

gradual decline of the projected unemployment rate, from an average of 9.7% in 2018 to 8.8% of active 

population in 2021. These developments are based on employment dynamism in 2018 (0.7% growth on 

average), which decelerates and stabilizes around 0.5% until 2021, according to the institutions considered 

in general. As for the compensation per employee, the available forecasts from other official institutions 

point to a maintenance of the growth rate around 1.3% in 2018. In what concerns net lending, the different 

institutions anticipate disparate evolutions: the European Commission (EC) sustains for 2018, just as for 

2017, a higher forecast than the remaining institutions, followed by the BoP, which is more optimist 

regarding net lending for 2019 comparing to the IMF. The latter is, throughout the projected period, the 

institution which anticipates the least favourable development for this indicator (decreasing from 0.5% in 

2017 to -0.4% of GDP in 2021). 

It should be noted that the presented forecasts are based on different technical assumptions and 

economic policy scenarios, and that these differ from institution to institution. Only the BdP scenario takes 

into account the data from the Quarterly National Accounts for the 4th quarter of 2016, released in March 

2017. 

                                                   
2 Box 1 analysis uses the simple arithmetic average of the variables disclosed by the several institutions regarding 

the years 2017-2019.  
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Table 2 – Other official forecasts for the Portuguese economy  

 

Sources: 2016: Statistics Portugal and BoP; 2017-2021: MF - SB/2017, October 2016; OECD - Economic Outlook No 100, November 2016; 

EC - European Economic Forecast winter 2017, February 2017; IMF - Fifth Post-Program Monitoring, Staff Report, February 2017; BoP – 

Projections for the Portuguese economy: 2017-2019, March 2017. 

 

Additionally, CFP projections include a series of assumptions reflecting the main international 

developments observed (Table 3): 

 External demand: acceleration in 2017, as a result of economic activity recovery in 

several trade partners, expecting the maintenance of its rate of growth around 4.2%; 

 Short-term interest rates: maintenance of negative figures until 2018, anticipating the 

reversion to positive figures from 2020 on, but with the perspective of low interest 

rates in the medium-term; 

 Oil prices: substantial recovery in 2017, followed by a gradual slowdown until 2019, 

with the expectation of a price stabilization around EUR 49/barrel in the following 

years. 

Table 3 – Technical assumptions for the external economic environment 

 
Sources: AMECO, BoP, ECB, IMF, Brent futures (on March 24) and CFP calculations.  

 

Year 2016 2020 2021

Institution MF OECD EC IMF BoP OECD EC IMF BoP IMF BoP IMF IMF

Date of publication Oct16 Nov16 Feb17 Feb17 Mar17 Nov16 Feb17 Feb17 Mar17 Feb17 Mar17 Feb17 Feb17

Real GDP and components (change, %)

GDP 1.4 1.5 1.2 1.6 1.3 1.8 1.3 1.5 1.2 1.7 1.2 1.6 1.1 1.0

Private consumption 2.3 1.5 1.2 1.6 1.3 2.1 1.2 1.2 1.2 1.4 1.1 1.4 1.0 0.9

Public consumption 0.5 -1.2 0.2 0.4 0.6 0.2 0.3 0.5 0.3 0.5 0.2 0.2 0.2 0.2

Investment (GFCF) -0.1 3.1 0.7 3.8 2.8 6.8 1.6 4.2 2.4 5.0 2.4 4.8 2.4 2.4

Exports 4.4 4.2 3.7 4.1 3.6 6.0 4.0 4.2 3.9 4.8 4.0 4.5 3.9 4.0

Imports 4.4 3.6 3.6 4.3 3.5 7.3 3.6 4.3 3.9 4.8 3.9 4.7 3.9 3.9

Contributions to real GDP growth (p.p.)

Domestic demand 1.5 1.3 1.1 1.7 1.4 - 1.1 1.5 1.3 - 1.2 - 1.1 1.0

Net exports -0.1 0.2 0.1 -0.1 0.0 - 0.2 0.0 -0.1 - -0.1 - -0.1 -0.1

Prices (change, %)

GDP deflator 1.6 1.5 0.9 1.4 1.4 - 1.1 1.4 1.4 - 1.5 - 1.7 1.7

Private consumption deflator 1.1 1.5 1.0 1.5 - - 1.1 1.5 - - - - - -

Public consumption deflator 1.7 0.9 0.9 1.3 - - 1.0 1.2 - - - - - -

GFCF deflator 0.2 0.7 0.4 1.6 - - 0.7 1.2 - - - - - -

Exports deflator -2.0 0.7 0.8 2.3 - - 1.2 1.4 - - - - - -

Imports deflator -3.2 0.3 0.7 2.6 - - 1.1 1.5 - - - - - -

HICP 0.6 1.5 1.1 1.3 1.1 1.6 1.1 1.4 1.4 1.5 1.5 1.5 1.6 1.8

Nominal GDP

Change (%) 3.0 3.0 2.1 3.0 2.7 - 2.4 2.9 2.6 - 2.7 - 2.8 2.7

Level ('000 M€) 184.9 190.8 188.2 190.3 189.7 - 192.7 195.9 194.6 - 199.9 - 205.4 210.9

Labour market (change, %)

Unemployment rate (% active pop.) 11.1 10.3 10.1 10.1 10.6 9.9 10.1 9.4 10.1 9.0 9.7 7.9 9.2 8.8

Employment 1.2 1.0 1.1 0.8 1.0 1.6 0.6 0.6 0.5 1.0 0.5 1.1 0.5 0.5

Compensation of employees 3.6 2.7 1.9 2.1 - - 1.7 1.8 - - - - - -

Compensation per employees - 1.5 0.8 1.2 1.5 - 1.1 1.2 1.5 - 1.5 - 1.5 1.5

Apparent labour productivity - 0.5 0.1 0.8 0.3 - 0.7 0.9 0.7 - 0.7 - 0.6 0.5

External sector (% GDP)

Net lending 1.5 2.2 - 1.5 0.5 1.0 - 1.7 0.4 1.1 0.2 1.2 -0.1 -0.4

Current account 0.5 1.0 0.5 0.4 -0.6 - 0.7 0.6 -0.7 - -0.9 - -1.1 -1.4

Balance of goods and services 1.2 1.9 1.4 0.9 1.3 1.4 1.6 0.9 1.1 1.3 0.8 1.4 0.6 0.2

Balance of primary income and transfers -0.7 -1.0 -0.9 -0.5 -1.8 - -0.9 -0.3 -1.7 - -1.8 - -1.7 -1.6

Capital account 1.0 1.2 - 1.1 1.1 - - 1.1 1.1 - 1.1 - 1.0 1.0

Cyclical developments

Potential GDP (change, %) - 1.1 0.1 0.7 0.2 - 0.1 0.9 0.4 - 0.5 - 0.7 1.0

Output gap (% potential GDP) - -1.4 -1.8 0.2 -1.4 - -0.5 0.9 -0.6 - 0.0 - 0.4 0.3

2017 2018 2019

2016 2017 2018 2019 2020 2021

Assumptions       

Foreign demand (change, %) 2.0 3.8 4.3 4.2 4.2 4.2

Short-term interest rate (%) -0.3 -0.3 -0.2 0.0 0.1 0.2

Oil price (Brent, EUR) 39.8 48.8 48.1 48.0 48.4 49.4
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1.3 RECENT DEVELOPMENTS IN THE PORTUGUESE ECONOMY AND CFP PROJECTIONS 

Evolution of GDP and main components 

In 2016 the Portuguese economy maintained the trajectory of recovery initiated in 2014, 

presenting an annual GDP change rate in volume of 1.4% (Chart 7), which is, however, lower 

than the growth rate observed in 2015 (1.6%). The contribution of domestic demand 

remained positive (1.5 p.p.), below the 2015 contribute (2.6 p.p.) due to the contraction in 

investment and, to a lower extent, due to the deceleration in private consumption. The 

contribution from net external demand was marginally negative in 2016 (-0.1 p.p.), improving 

significantly when compared to 2015 (-1 p.p.). The overall performance of the Portuguese 

economy in 2016 benefited from an acceleration of the economic activity in the second half 

of the year, recording an increase in the GDP change rate of 1% in the 1st semester to 1.9% 

in the 2nd semester. This evolution resulted from a more favourable behaviour of private 

consumption, investment and net external demand in the second half of the year. On the 

other hand, there was a slowdown in public consumption. The dynamics of the Portuguese 

economy throughout 2016 were progressively included in the projection exercises from 

various institutions, as it is displayed by the pattern of revisions to GDP growth during that 

year (Box 2). 

Chart 7 – GDP quarterly growth rate and contributions 

Year-on-year change rates Quarter-on-quarter change rates 

  
Source: Statistics Portugal. 

Private consumption recorded a 2.3% growth rate in volume in 2016, therefore presenting a 

decline in the pace of growth compared to 2015 (2.6%). This behavior reflects a slight 

deceleration in the consumption of non-durable goods and services, which growth rate 

(1.5%) was 0.2 p.p. below 2015, as well as a deceleration in durable goods consumption, 

which growth rate (9.5%) was 2.3 p.p. lower than in the previous year. In intra-annual terms, 

private consumption observed an acceleration during the second semester (year-on-year 

growth of 2.5%, compared to 2.1% in the first semester), with a particularly strong expansion 

in the 4th quarter (3% year-on-year). In what concerns public consumption there was a 

decrease of growth in volume (from 0.7% in 2015 to 0.5% in 2016). The slowdown observed 

in the 2nd semester of the year (year-on-year change of 0.3%, which compares to a year-on-

year change of 0.8% in the first semester) was decisive for this matter. 
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Box 2 – Projections for real GDP growth in 2016 in retrospective 

 

The projections from different official institutions for real GDP growth in 2016 present evidence of 

significant differences among the successive projection exercises. In general, the projections computed 

until May 2016 pointed to annual GDP growth rates substantially above 1.4%, overestimating the figure 

recently released by the Statistics Portugal (1.4%). The forecast computed by the CFP in March 2016 (1.7%) 

is therefore inserted in a context where the information available on the Portuguese economy led to 

globally optimistic projections. On the other hand, the projections computed between June and 

November 2016 pointed to annual growth rates around 1.1%, essentially reflecting the inclusion of the 

data released by the Statistics Portugal on the Portuguese economy performance in the 1st and 2nd 

quarters of the year. This data revealed year-on-year growth rates below 1%. The projection computed by 

the CFP in September 2016 (1%) was so in a context of downward revision of the official institutions 

projections in general. 

The disclosure of the information about the 3rd and 4th quarters of the year revealed a significant 

acceleration of economic activity (year-on-year growth rates of 1.7% and 2%, respectively), a factor which 

led to an upward revision of the projections computed from December 2016 onwards (see Chart 8), with 

the projection approaching the average (1.3%) of the figure published by the Statistics Portugal in March 

1 of 2017. 

Chart 8 – Projections for the real GDP growth rate in 2016 (%)  

 

Source: Statistics Portugal and historical projections from the following institutions; BoP, EC, CFP, IMF, MF and OECD. 

Investment decreased -0.8% in volume in 2016, contrasting markedly with a growth of 4.7% 

in 2015, and thus interrupting the tendency of expansion initiated in the 2nd semester of 2013. 

To this behaviour contributed the negative evolution of gross fixed capital formation (GFCF), 

which registered a contraction of 0.1% compared to 2015, and mainly the lower volume of 

change in inventories, which contribute to investment growth was -0.7 p.p., declining 

significantly in comparison with 2015 (positive contribute of 0.2 p.p.). The FBCF contraction 

reflects essentially the negative performance of the construction component, which observed 

a year-on-year change rate of -2.3% in 2016, partially reverting the growth registered in the 

previous year (4.1%). The intellectual property products also presented a negative growth 

rate (-1.2%), despite the lower contribution to total GFCF, given the lower weight of this 

component. In what concerns the GFCF of machinery and equipment, in 2016 there was a 

deceleration of the pace of growth, with a change rate of 2.2%, 3.8 p.p. below 2015. The 

transport equipment component also presented a deceleration, with the growth rate 

decreasing from 24.4% in 2015 to 8.6% in 2016.  

Investment performance in 2016 mainly reflects the adverse evolution recorded in the first 

semester (year-on-year change rate of -2.1%), since the expansion of investment in the last 

quarter of the year (3%) allowed for a globally positive performance in the second half of 
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2016 (0.6% growth year-on-year). This semiannual profile essentially reflects the dynamics of 

the FBCF evolution, which year-on-year growth rate was reversed from -2.4% in the 1st 

semester to 2.2% in the 2nd semester, since the contribute of the change in inventories to 

investment year-on-year change rate decreased from 0.1 p.p. in the 1st semester to -1.6 p.p. 

in the 2nd semester. 

Chart 9 – Quarterly growth of the main GDP components 

Private consumption GFCF Exports 

 

 

 

 

Source: Statistics Portugal. 

In 2016 net exports presented a slightly negative contribution to GDP growth in volume (-0.1 

p.p.), yet registering an improvement versus the contribution presented in 2015 (-1 p.p.). To 

this result contributed decisively the deceleration in imports, which change rate decreased 

from 8.2% in 2015 to 4.4% in 2016, since exports also presented a decline in the pace of 

growth (from 6.1% in 2015 to 4.4% in 2016). Both the decelerations reflect lower paces of 

growth in the component of goods as well as in the services component. In the case of 

imports, the goods component presented in 2016 a growth rate of 4.7%, while the services 

component presented a 2% change rate (-3.8 p.p. and -4.4 p.p. when compared to 2015, 

respectively). In the case of exports, the goods component grew 4.7% in 2016 (minus 1.9 p.p. 

then in 2015), with the services component presenting a change rate of 3.6% (1.2 p.p. lower 

than 2015). In nominal terms, the external balance of goods and services was at 1.2% of GDP, 

presenting a soft improvement when compared to 2015 (0.7%). 

In intra-annual terms, there was an increase in the exports pace of growth during the first 

half of the year. In fact, the exports year-on-year growth rate went from 2.8% in the first 

semester to 6% in the second semester, with the imports year-on-year growth rate 

accelerating from 3.1% to 5.6% in the same period. Due to these intra-annual evolution 

profiles, the contribution from net external demand to GDP year-on-year growth went from 

a negative value in the 1st semester (-0.2 p.p.) to a marginally positive value in the 2nd 

semester (0.1 p.p.). 

Table 4 – CFP macroeconomic scenario (March/17 and September/16) 

 
Source: Statistics Portugal and CFP projections (2017-2021).  

2016 2017 2018 2019 2020 2021 2016 2017 2018 2019 2020

Real GDP and components (change, %)

GDP 1.4 1.7 1.7 1.5 1.4 1.4 1.0 1.3 1.5 1.5 1.4

Private consumption 2.3 2.0 1.8 1.5 1.3 0.9 2.1 2.0 1.7 1.6 1.4

Public consumption 0.5 -0.3 0.6 0.3 0.3 0.5 0.2 0.1 0.3 0.3 0.4

Investment (GFCF) -0.1 5.0 3.9 3.3 2.7 2.7 -0.3 2.9 2.8 2.7 2.1

Exports 4.4 4.6 4.4 4.2 4.1 4.1 3.7 3.8 4.1 4.0 4.0

Imports 4.4 4.7 4.7 4.2 4.0 3.9 3.8 4.0 4.2 4.0 3.6

Contributions to real GDP change (p.p.)            

Domestic demand 1.5 2.0 1.9 1.6 1.4 1.4 1.2 1.5 1.6 1.6 1.3

Net exports -0.1 -0.2 -0.2 -0.1 0.0 0.0 -0.1 -0.2 -0.1 -0.1 0.1
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The incorporation of information from the 2nd semester of 2016 resulted in an upward 

revision of the CFP macroeconomic scenario in general terms, which was boosted mainly 

by the expectation of a recovery in the GFCF and an acceleration of exports in 2017. Thus, 

the current macroeconomic scenario foresees a GDP growth rate of 1.7% in 2017 (Table 4). 

This estimate constitutes an upward revision comparing with 1.3% from the previous exercise 

(Chart 10). It is anticipated the maintenance of real GDP growth in 2018 and a trajectory of 

gradual slowdown starting in 2019 (from 1.5% in 2019 to 1.4% in 2021). According to the 

most recent projection, it is expected that in 2017 the evolution of real GDP continues to be 

based on the domestic demand dynamics, which contribute to output growth is estimated at 

2 p.p.. A tenuous negative contribute from net exports is expected in 2017 (-0.2 p.p.), 

therefore recording a small deterioration versus 2016. For the domestic demand contribution 

it is anticipated a downward profile in the medium-term, from 1.9 p.p. in 2018 to 1.4 p.p. in 

2021, mainly reflecting the deceleration in imports. 

Chart 10 – GDP growth and contributions in CFP scenarios (change) 

 

Sources: Statistics Portugal and CFP projections – March 2017 and September 2016. 

The profile of slowdown of private consumption in the projection horizon, with change rates 

between 2% in 2017 and 0.9% in 2021, reflects a slowdown of disposable income growth in 

the medium-term, as well as a gradual decrease in the households savings rate. In the case 

of public consumption, it is forecasted a contraction of 0.3% in 2017 and a stabilization of 

growth around 0.5% in the medium-term, increasing to 0.6% in 2018, in a context of a no 

policy change scenario. 

For the GFCF, it is projected a strong recovery in 2017, with a growth of 5%, reversing the 

negative growth of -0.1% recorded in 2016. However, after this significant increase in 2017, 

the projected profile until 2021 corresponds to a gradual slowdown (to 2.7%). 

This scenario projects the acceleration of exports growth (from 4.4% in 2016 to 4.6% in 2017), 

which contributing to reinforce the positive effect of GFCF over GDP growth acceleration. 

Starting in 2018 it is projected a gradual slowdown of exports, and its growth convergence 

around the dynamics of external demand directed to the Portuguese economy in the 

medium-term. It is expected that in 2017 and 2018 imports growth accelerates to 4.7%, 

followed by a period of gradual deceleration until 2021 (to 3.9%), reflecting the slowdown of 

private consumption, GFCF and exports beginning in 2018. 
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Prices evolution 

In 2016 the GDP deflator registered a 1.6% growth, therefore presenting a deceleration 

compared to the 2015 2.3% growth. Private consumption and public consumption deflators 

observed growth rates of 1.1% and 1.7% respectively, accelerating in both cases in 

comparison with 2015 (change rates of 0.5% and 0.7%, respectively). The pace of growth of 

the investment deflator was unchanged when compared to the value recorded in 2015 (0.2%). 

In the context of foreign trade, in 2016 the exports deflator presented a -2% change rate, 

deteriorating in comparison with 2015 (-1.1%), with the imports deflator registering a -3.2% 

change, decreasing the pace of contraction comparing with 2015 (-4.3%). Despite the less 

favourable evolution of foreign trade deflators, the terms of trade recorded a slight 

improvement in 2016. 

The Consumer Price Index (CPI) presented a 0.6% change in 2016, slightly accelerating when 

compared to 2015 (0.5%). This behaviour essentially reflects the increase in the prices level in 

the services component (1.5% change), since the prices level in the goods component was 

unchanged when compared to 2015 (0% change). The intra-annual evolution profile of the 

CPI matches the acceleration of economic activity in the 2nd semester, recording an increase 

in the CPI year-on-year change rate of 0.5% in the 1st semester to 0.7% in the 2nd semester. 

Chart 11 – Deflators (change, %) 

GDP deflator Private consumption deflator 

  

Source: Statistics Portugal and CFP projections – March 2017 and September 2016. 

The current scenario projects a deceleration of GDP deflator growth in 2017 when compared 

to the previous year, from 1.6% to 1.3% (Chart 11). However, from 2018 onwards it is 

projected a trajectory of recovery (1.4%) which will gradually extend until 2021 (1.8%), 

reflecting the gradual acceleration profile of the remaining components. The slowdown in 

2017 does not reflect the increase in the majority of the components deflators, with the only 

exception being the slowdown of the private consumption deflator dynamics. For the private 

consumption deflator it is projected a small increase from 2016 to 2017 of 0.1 p.p., despite 

the anticipation of a more accelerating profile (0.2 p.p.) in the following years. The investment 

(GFCF) deflator exhibits a profile of gradual acceleration in the medium-term, which is 

estimated to be relatively expressive from 0.2% in 2016 to 2% in 2021. For the exports and 

imports deflators it is projected the recovery of positive change rates in 2017, from -2% to 

2.2% in the case of the exports deflator, and from -3.2% to 2.4% in the case of the imports 

deflator, reflecting the acceleration of foreign prices and the increase in oil price. For 2018 it 

is projected a slowdown in both deflators, but with a trajectory of moderate recovery in the 

following years. The projection relative to the CPI implicates a context of gradual increases in 
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inflation in the medium-term, at a pace similar to the one implicit in the GDP deflator 

trajectory. 

In 2017 it is projected a 3.1% change in nominal GDP, which represents a minor acceleration 

(0.1 p.p.) compared to the previous year. This evolution results from the projection of real 

GDP acceleration from 1.4% in 2016 to 1.7% in 2017, compensated by the slowdown of the 

GDP deflator in the same period. It is projected that this nominal GDP growth (3.1%) is kept 

constant until 2021, with a small acceleration for the pace of growth in the medium-term 

(3.2%). 

Labour market 

In 2016 the labour market continued its trajectory of recovery initiated in 2014, with a decline 

in the unemployment rate and an increase in employment. The unemployment rate 

decreased 1.3 p.p. compared to 2015, reaching an annual figure of 11.1%, observing a slight 

slowdown in the pace of reduction of the unemployment rate (decline of 1.5 p.p. in 2015). 

The employed population increased 1.2% in 2016, expanding at a pace marginally above 

2015 (1.1%). The evolution of the labour market in 2016 benefited from a better recovery 

during the 2nd semester, mainly concerning jobs creation. In year-on-year terms, the decline 

of the unemployment rate expanded from -1.2 p.p. in the 1st semester to -1.6 p.p. in the 2nd 

semester, and the employed population growth rate, accelerated from 0.6% in the 1st 

semester to 1.8% in the 2nd semester.  

Chart 12 – Labour market indicators 

Employment (change, %) Unemployment rate (% active pop.) 

  

Source: Statistics Portugal and CFP projections – March 2017 and September 2016. 

According to the current scenario, the indicators refering to the labour market point to a 

modest recovery in 2017 (Chart 12). For the unemployment rate it is projected a decrease in 

2017 versus the rate observed in the previous year (from 11.1% to 10.3%), maintaining the 

downward trajectory during the following years, reaching 8.4% in 2021. However, the 

projection of decreased unemployment comes with a profile of employment deceleration in 

the same period. A decrease of employment growth to 1.1% is projected for 2017 (1.2% in 

2016), followed by a period of more significant slowdown in the medium-term, reaching a 

0.4% change rate in 2021. 

It is projected a slight improvement of the labour factor competitiveness-price, through the 

combination of both the slowdown of the average compensation per worker in the medium-

term (change rates around 1.5% throughout the projection horizon) and the anticipation of 

the acceleration of the apparent labour productivity in 2017 and 2018 (to 0.7% and 0.8%, 

respectively), followed by a period of stabilization around 0.9% in the subsequent years. 
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External sector 

In 2016 there was an increase of net lending of the Portuguese economy to 1.5% of GDP 

(0.3% in 2015). The balance of goods and services improved substantially, increasing from 

0.7% of GDP in 2015 to 1.2% of GDP in 2016. There was also a favourable evolution in the 

balance of primary income and net transfers (from -1.5% of GDP in 2015 to -0.7% of GDP in 

2016). The capital account balance was 1% of GDP in 2016, unchanged from the previous 

year. 

Chart 13 – External sector (% GDP) 

Net lending Balance of goods and services 

  

Source: Statistics Portugal and CFP projections – March 2017 and September 2016. 

The current scenario indicates a minor deterioration of the external balance in the medium-

term. This evolution mainly reflects a decline in the net lending of the economy (to 1.3% of 

GDP in 2017), followed by a projection of stabilization of this indicator around an average 

value of 1.1% of GDP (Chart 13). This dynamics is explained by the perspective of 

deterioration (in percentage of GDP) of the current account, since it is projected the 

maintenance of the capital balance account in 1% of GDP throughout the entire projection 

horizon. 

 

Potential GDP and output gap  

According to the current scenario, the potential output exhibits a trajectory of acceleration 

until 2019, then reaching a 1.4% growth, followed by a period of stabilization in the following 

years (Chart 14). The current projection leads to a positive value for the output gap from 2018 

onwards (0.4%), then increasing to a ratio around 0.6% in the medium-term. The presented 

figures were computed by using CFP projections in the potential output calculation 

mechanism provided by the European Commission.3 

                                                   
3 The methodologies adopted by the European Commission may be found in the publications Economic Papers 

536 - Adjusting the budget balance for the business cycle: the EU methodology and Economic Papers 535 – The 

Production Function Methodology for Calculating Potential Growth & Output Gaps. 

http://ec.europa.eu/economy_finance/publications/economic_paper/2014/pdf/ecp536_en.pdf
http://ec.europa.eu/economy_finance/publications/economic_paper/2014/pdf/ecp536_en.pdf
http://ec.europa.eu/economy_finance/publications/economic_paper/2014/pdf/ecp535_en.pdf
http://ec.europa.eu/economy_finance/publications/economic_paper/2014/pdf/ecp535_en.pdf
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Chart 14 – Potential GDP and output gap 

Potential GDP (change, %) Output gap (% potential GDP) 

  

Source: European Commission – Economic Forecasts, February 2017 – and CFP projections (2017-2021): March 2017 and 

September 2016. 

1.4 RISKS AND UNCERTAINTIES 

As any exercise of prospective disposition, this projection is subject to several risks of difficult 

qualification. The publication of confidence intervals calculated according to the analysis of 

the performance of the adopted model is a method of evidencing the uncertainty inherent 

to the projections. The latter is illustrated by the band around the projection for the analysed 

macroeconomic variable. It tends to be larger the more distant the projected moment is from 

the starting point. Chart 15 accounts for the uncertainty then defined in the case of the real 

GDP. 

Gráfico 15 – Real GDP evolution 

Level (2007=100) Annual change rate (%) 

  

Source: Statistics Portugal and CFP projections – March 2017. | Note: the shaded area corresponds to a forecast confidence 

interval of 68%, based on the sample standard error. The bands shown take the CFP projections as non-biased based on 

the assumption of normality in the forecasting errors. 

The moderately positve perspectives about the evolution of the world economy in 2017 

establish a globally favourable framework for the Portuguese economy in the short-term. 

This context may boost the carry-over effects from the acceleration of growth from the 2nd 

semester of 2016 to the 1st semester in the current year. The good performance of the labour 

market and the quota gains in the exports market are factors impacting positively these 

perspectives. 

However, the projections from CFP and other international institutions still reveal a low pace 

of growth for the Portuguese economy, essentially linked to the domestic demand. This 

expected trajectory supports the perception of relevant negative risks which are based on 

structural fragilities. These still constitute priorities for the orientation of economic policy, 

mainly as they are seen as affecting the investment and its capacity to sustain the economy’s 

growth in the short and medium-term in a particular manner. The uncertainties that are 

consistently signaled by several international institutions in the financial sector in Portugal 

reinforce the potential of volatility associated to private investment.  
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2 FISCAL OUTLOOK 

2.1 MEDIUM-TERM FISCAL NO-POLICY CHANGE SCENARIO 

This chapter presents the scenario for the Portuguese public finance developments in 2017-

2021, which is consistent with the economic projections made in the previous chapter and 

the latest statistical information on the budget aggregates and public debt published by 

national statistical authorities. 

The starting point for the projection underlying the new medium-term fiscal scenario is the 

preliminary estimate for the general government account published by INE on 24 March, in 

the context of the first notification of 2017 under the Excessive Deficit Procedure  (EDP), 

together with the quarterly non-financial accounts by institutional sector for the 4th quarter 

of 2016. The estimate for the 2016 budget deficit is 2.1% of GDP (2.5%, net of the impact of 

temporary measures, see tables 13 and 14), while public debt, as calculated by the Bank of 

Portugal, accounted for 130.4% of GDP. The deficit recorded in 2016 was below the estimated 

2.6% of GDP disclosed by the CFP last September (2.8% of GDP in adjusted terms), which is 

a more favourable starting point for the medium-term fiscal projection presented here. 

The projected performance of budget variables is based on a no-policy-change scenario. A 

projection of this nature is not a forecast, but rather a neutral benchmark that reflects what 

would happen in the absence of new economic policy decisions. The aim of the exercise is to 

assess the scale of fiscal consolidation required in the medium-term to comply with the fiscal 

rules that bind Portugal and to achieve the targets set by the Government in the strategy 

disclosed in SP/2016. 

The CFP’s new scenario takes into account for the entire projection period the effects of the 

existing legislation and of those measures which require specific annual legislation and 

therefore are only in force in 2017, but which in practical terms are equivalent to permanent 

measures since they are well defined and have been renewed repeatedly in the last few years. 

The temporary and one-off measures identified by CFP only have an impact in 2017, and no 

others have been taken into account for the 2018-2021 period. The next section in this report 

details the main assumptions made when conducting this projection exercise. 

2.1.1 Main assumptions 

The updating of the budget aggregate projection for 2017-2021 takes into account the fiscal 

impact of the policy measures set out in SB/2017, together with the measure relating to the 

Extraordinary Debt settlement Scheme (PERES). The instalment plan for tax and social 

contributions debts provided for by this measure spans the entire projection period, and 

extends even further. The measures laid down in SP/2016 for the years 2018-2020 are not 

sufficiently detailed and therefore have not been included in this scenario (see Table 11). As 

regards temporary measures, the recovery of the Banco Privado Português guarantee is the 

only one that will impact the budget in 2017 (see Table 13). The projection does not take into 

account any other possible impacts of the finance system support measures. 

 

https://www.ine.pt/xportal/xmain?xpid=INE&xpgid=ine_destaques&DESTAQUESdest_boui=247184494&DESTAQUESmodo=2


 

Portuguese Public Finance Council  Public Finances: Position and Constraints: 2017-2021 | 19 

Policy measures  

The permanent measures included in this projection are divided into those that reflect the 

budgetary impact of measures already adopted in previous years which, in some cases, 

produce a carry-over effect, and new policy measures aimed at strengthening the 

commitment to the budget goals required under the rules of the Treaty on the Functioning 

of the European Union. 

Thus, the series of measures that result from policy decisions adopted in previous years 

include three groups that affect the updating of the medium-term projection:  

 measures which, due to the date they came into effect, produce carry-over effects 

(the effects of measures introduced in 2016 which continue into 2017); 

 measures which, according to the law, will continue to apply or will come to an end; 

and 

 measures which require legislative acts to remain in force, but which have been 

deemed to be permanent measures because they were repeatedly renewed in 

previous years and they are sufficiently detailed. 

Table 5 lists these measures. Instances of the first group of measures are the carry-over effects 

of the loss of revenue due to the cut in VAT in the catering sector from 23% to 13%, the 

restoring of the civil service pay cut and the eliminating of the personal income tax surcharge. 

The second group of measures includes the extinction of the Extraordinary Solidarity 

Contribution for Social Security Scheme and Civil Servants Pension Scheme pensioners and 

the financial inflows from corporate income tax due to the revaluation of fixed assets but only 

up to and including 2018.4 An example of the third group is the retaining of the surcharge 

on the banking sector. This is based on the public statement made by the Minister of Finance 

on the 21st of this month on the revision of the terms of the State loan to the Resolution Fund 

(revisão das condições do empréstimo do Estado ao Fundo de Resolução), as well as on 

information contained in the annex to the Resolution Fund Press Release issued on the same 

date which estimates “that the total amount of contributions will stabilise at around €250 

million euros per year, over the coming years”. 

 

 

 

 

                                                   
4 The revaluation of fixed assets for CIT purposes implies that the companies concerned will have increased tax 

deductions. This will have a negative impact on CIT revenue during the remaining useful life of the revalued assets. 

The CFP asked the Ministry of Finance for an estimate of the loss in revenue but had not received that information 

by the time this report was completed. Therefore the projection does not include that effect.   

http://www.portugal.gov.pt/pt/ministerios/mf/comunicados/20170321-mf-fundo-resolucao.aspx
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Table 5 – Measures with a budgetary impact that were adopted in previous years  

Item/Measure 

REVENUE EXPENDITURE 

Indirect taxes Social transfers  

 Cut in VAT in the catering sector from 23% to 13% 

 Retaining of banking sector surcharge from 2017 
onwards, in keeping with the amounts forecast in 
SP/2016 
 

 Elimination of ESC: Social Security share 

 Elimination of ESC: Civil Servants Pension Scheme 
share 

 Changes to Family Allowance, Social Inclusion 
Earnings, Solidarity Supplement, for the Elderly 
Parenthood Allowance 

Direct taxes Intermediate consumption 

 Full elimination of revenue from the PIT surcharge in 
2017 

 Restoring of pay cut (PIT) 

 Revaluation of fixed assets (CIT) 

 Savings on road Public Private Partnerships  
 

Social contributions received Compensation of employees  

 Restoring of pay cut   Restoring of pay cut 

 Gross Fixed Capital Formation 
   Sale of F-16 aircraft to Romania 

The new CFP scenario also incorporates policy measures that were not part of the previous 

exercise (September 2016) because at the time they had not been enacted or sufficiently 

described, but following the approval of the State Budget for 2017 met the criteria stated 

above (see table below). The annual distribution of their direct budgetary impact is given in 

Table 12. 

Table 6 – New fiscal policy measures taken into account by the CFP   

Item/Measure 

REVENUE EXPENDITURE 

Indirect taxes  Intermediate consumption 

 Updating of on Alcoholic Drinks Tax (IABA) 

 Increase in Municipal Property Tax (IMI) 

 New petroleum tax (ISP) rates 

 Revoking of fee 28 of the Stamp Duty General Table 
(TGIS) on real estate worth over 1 M€ 

 PERES instalment plan – VAT and “other indirect taxes” 

 Nominal freezing of intermediate consumption 
excluding Public Private Partnerships in 2017 

 Spending Review 
 

Direct taxes Compensation of employees 

 PIT surcharge (gain on phasing); 

 PERES Programme instalment plan – (PIT and CIT). 
 

 2 : 1 rule: For every two civil servants leaving, one 
is admitted in 2017 

Social contributions received Social transfers 

 PERES Programme instalment plan – actual contributions   Updating of Social Security and Civil Servants 
Pension Scheme pensions 

 New single transfer for disabled persons  

Sales    

 Sundry fees   

Other current revenue Other Current Expenditure  

 Bank of Portugal dividends 

 Optimisation of revenue 

 PERES instalment plan – default interest and 
compensatory interest  

 Nominal freezing of other current expenditure  

Note that CFP did not include in its scenario all the policy measures the Government included 

in SP/2016. Those measures which were supposed to produce effects from 2018-2020 but 

were not sufficiently detailed in that document (nor subsequently) to allow their impact to 
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be quantified were excluded. Examples include the additional revenue to be obtained from 

“other indirect taxes” and the decrease in expenditure through savings in intermediate 

consumption, “other current expenditure” and investment. Table 11 identifies all the 

measures that were omitted for these reasons. However, the CFP’s medium-term projection 

for expenditure does take into account the savings on intermediate consumption and “other 

current expenditures” forecast for the current year in SB/2017.  

In addition CFP did not include in its projections the value of the measures relating to 

compensation of employees and the early use of structural funds. In the case of the former, 

the projection for this expenditure item reflects the assumptions as to price effect and volume 

effect made by CFP and explained in the “Other assumptions” section and only includes part 

of the measures contained in SP/2016. In the case of the latter, CFP excluded from revenue 

and expenditure the impact of the measure relating to the early use of Community funds 

forecast in SP/2016 because it felt that such measure was inadequately described and had 

no effect in 2016. On the other hand, CFP included in its capital revenue and expenditure 

projections growth consistent with the recovery of the drop in level seen in 2016 and the 

accelerated in the use of Community funds under the Portugal 2020 programme.  

As regards the PERES Programme, the medium-term projection for tax revenue takes into 

account the amounts identified by the MF in relation to the instalment plan for the 2017-

2021 period. The breakdown by tax is based on the provisional information supplied by the 

MF in January on the amounts collected under this programme in 2016. In terms of social 

contributions, CFP employed an equal split of Social Security debt payments for every year 

of the projection, as the provisional information supplied by the MF in January only quantified 

the overall amount of instalment payments to be paid over the life of the programme.  

In regard to non-tax and non-contributions revenue, the projections assume the increase in 

rates forecast for 2017 to be a permanent measure, likewise the level of dividends receivable 

from the Bank of Portugal. On the other hand, the projections assume the measures to 

optimise revenue are temporary because these efficiency gains will be very limited in 

subsequent years. The table below summarises by budget aggregate and item the scale of 

the annual impact of the policy measures included in the CFP’s medium-term projection. 
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Table 7 – Budget impact of policy measures (% of GDP) 

 

Source: MF and CFP calculations. | Note: Table 12 sets out the policy measures underlying each budget item. Totals may 

not match the sum of the individual figures due to rounding.  

The budget aggregate projections are not net of one-offs.  

Other assumptions 

The technical assumptions made by CFP when projecting the budget aggregates for 2017-

2021 are set out in Table 8. The projections for 2017-2021 are based on the projections as to 

changes in the relevant macroeconomic indicators, in particular, nominal GDP, private 

consumption, inflation, salaries, employment and in demographic indicators, in particular 

working population. Therefore, the budget aggregate projections for this period reflect the 

changes in the CFP macroeconomic scenario compared to that used in September, the new 

measures incorporated, as well as more detailed specification of the economic bases 

underlying the budget variables projection. 

 

Measures and 

effects of 

previous 

years

New Policy 

Measures

Measures and 

effects of 

previous 

years

New Policy 

Measures

Measures and 

effects of 

previous 

years

New Policy 

Measures

Measures and 

effects of 

previous 

years

New Policy 

Measures

Total revenue -0,1 0,5 -0,1 0,1 -0,1 0,0 0,0 0,0

 Current revenue -0,1 0,5 -0,1 0,1 -0,1 0,0 0,0 0,0

Tax revenue -0,1 0,3 -0,1 0,1 -0,1 0,0 0,0 0,0

Indirect taxes 0,0 0,2 -0,1 0,0 0,0 0,0 0,0 0,0

Direct taxes -0,1 0,1 0,0 0,0 -0,1 0,0 0,0 0,0

Social contributions 0,1 0,0 0,0 0,0 0,0 0,0 0,0 0,0

 Sales & other current revenues 0,0 0,2 0,0 0,0 0,0 0,0 0,0 0,0

Capital transfers received 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0

Total expenditure 0,2 -0,2 0,0 0,0 0,0 0,0 0,0 0,0

Primary expenditure 0,2 -0,2 0,0 0,0 0,0 0,0 0,0 0,0

Current primary expend. 0,2 -0,2 0,0 0,0 0,0 0,0 0,0 0,0

Intermediate consumption -0,1 -0,2 0,0 0,0 0,0 0,0 0,0 0,0

Compensation of employees 0,2 -0,1 0,0 0,0 0,0 0,0 0,0 0,0

Social transfers 0,1 0,1 0,0 0,0 0,0 0,0 0,0 0,0

Subsidies & other current expend. 0,0 -0,1 0,0 0,0 0,0 0,0 0,0 0,0

Capital expenditure 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0

Interest paid 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0

Impact in the budget balance -0,2 0,7 -0,1 0,1 -0,1 0,0 0,0 0,0

2017 2018 2019 2020 - 2021
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Table 8 – Main assumptions underlying the budget aggregate projection for 2017 – 2021 

 
Note: The changes seen in Table 9 may be influenced by policy measures and temporary effects, which explain the 

difference compared to the change in the macroeconomic indicator underlying their projection. 

The projected revenue developments from 2017 onwards assume stable tax and 

contributions policy throughout the projection time horizon. The change in nominal GDP, in 

salaries (in both the public and the private sector), in private consumption and in inflation are 

the main macroeconomic bases underlying the tax and social contributions revenue 

projection. As for the other revenue items, it was assumed that their relative weight in GDP 

would be equal to that projected for 2017 and remain so until the end of the projection time 

horizon.  

When calculating primary expenditure, the projections for the more significant items, that is, 

social transfers in cash and compensation of employees, were based on the change in price 

and volume indicators.  

From 2017 onwards compensation of employees reflects the pay cut reversal established 

from 2011-2016 and, from 2018 onwards, the development in expenditure on wages and 

salaries in line with the development in the CPI. As for volume, it is assumed that the rule of 

Compensation of employees Indicator 2017 2018 2019 2020 2021

Wages and salaries

Price effect

Annual update based on CFP assumption PCI 0,0% 1,4% 1,5% 1,7% 1,9%

Quantity effect

Public employment Public employment change -0,8% 0,0% 0,0% 0,0% 0,0%

Intermediate consumption Indicator 2017 2018 2019 2020 2021

Intermediate consumption without PPP Nominal GDP 0,0% 3,1% 3,1% 3,1% 3,2%

Growth rate of PPP in national accounts SB/17 | SP/2016-2020 -6,3% -1,8% -2,0% -1,0% -0,9%

Social transfers in kind Indicator 2017 2018 2019 2020 2021

Social transfers in kind without PPP Nominal GDP -1,7% 3,1% 3,1% 3,1% 3,2%

Growth rate of healthcare PPP in national accounts SB/17 | SP/2016-2020 32,8% -10,1% -28,1% -33,6% -20,0%

Social transfers other than in kind Indicator 2017 2018 2019 2020 2021

Pensions

Price effect

Update factor of Social Security pensions PCI, real GDP 0,5% 0,7% 1,0% 1,4% 1,4%

Update factor of CGA's pensions PCI, real GDP 0,3% 0,5% 0,8% 1,2% 1,2%

Quantity effect

Social Security Number of pensioners 0,8% 1,0% 1,2% 1,3% 1,4%

CGA (civil servant's social security subsystem) Number of pensioners -0,6% -0,6% -0,4% -0,2% -0,2%

Unemployment

Quantity effect

 Changes in the number of unemployed people Number of unemployed people -8,6% -7,2% -5,4% -3,9% -4,1%

Price effect

Wages change Wages - private sector 3,8% 2,0% 2,3% 2,1% 2,0%

Other expenditures Indicator 2017 2018 2019 2020 2021

Subsidies Nominal GDP 2,9% 2,9% 2,9% 2,9% 3,0%

Other current expenditures Nominal GDP 3,1% 3,1% 3,1% 3,1% 3,2%

Memo item: Implicit interest rate 3,3% 3,4% 3,4% 3,4% 3,4%

Tax Revenue Indicator 2017 2018 2019 2020 2021

Indirect taxes: macroeconomic tax base change

VAT Private consumption 3,3% 3,2% 3,1% 3,1% 3,0%

Petroleum Tax Private consumption 3,3% 3,2% 3,1% 3,1% 3,0%

Tax on alcohol and alcoholic products Private consumption 3,3% 3,2% 3,1% 3,1% 3,0%

Tobacco Tax Private consumption 3,3% 3,2% 3,1% 3,1% 3,0%

Direct Taxes:

PIT - wage bill change Wages 2,7% 2,3% 2,1% 2,0% 2,0%

CIT- nominal GDP change Nominal GDP 6,7% 6,1% 2,1% 3,6% 3,6%

Contributive revenue Indicator 2017 2018 2019 2020 2021

Social contributions Wages 2,7% 2,3% 2,1% 2,0% 2,0%

Actual social contributions received Wages - private sector 3,8% 2,0% 2,3% 2,1% 2,0%

lmputed social contributions Wages - public sector 0,0% 1,4% 1,5% 1,7% 1,9%
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hiring one new civil servant for every two that leave (2:1 rule) included in SB/2017 will be 

complied with in 2017, giving rise to a negative net change in employees. From 2018 and for 

the remainder of the time horizon it is assumed there will be no changes in the number of 

general government employees and the level of public employment will stabilise. The 

projections include the impact of the compensation of employees on the amount of PIT and 

social contributions collected. 

As for expenditure on social transfers, its development is highly influenced by spending on 

pensions and unemployment benefit. The methodology employed to project expenditure on 

unemployment benefit takes into account the change in salaries in the private sector, 

underlying the macroeconomic scenario, as well as the expected change in the number of 

unemployed. As in previous exercises, expenditure on pensions was based on a no-policy 

change scenario and taking into account the following assumptions:  

I. the updating of Social Security pensions, as per articles 4 to 7 of Law no. 53-B/2006 

of 29 December, using for this purpose the CFP macroeconomic scenario indicators 

(real GDP and CPI minus housing), as well as the provisions of article 6 of Law no. 

52/2007 of 31 August relating to the converging welfare rules;   

II. the updating also contemplates the change to the first bracket which now covers 

pensions worth up to twice the Social Support Index (SSI) (previously the first bracket 

covered pensions up to 1.5 times the SSI);  

III. the change in the number of pensioners is based on different assumptions for each 

pension system (Social Security and Civil Servants Pension Agency); and 

IV. the extraordinary €10 increase per pensioner, from August 2017, in pensions of less 

than 1.5 times SSI which had not been updated from 2011 to 2015. 

As regards the other social transfers, account was taken of the update in the SSI under Law 

no. 53-B/2006 of 29 December. 

As for intermediate consumption and social transfers in kind, the projections for expenditure 

on Private Public Partnerships (PPP) match the developments published by the MF for the 

2017-2021 period in SB/20175 and in SP/2016. For the remaining components of these 

expenditure items, excluding the effect of the PPP, it was assumed that they would follow the 

behaviour of nominal GDP. The remaining primary expenditure, other current expenditure 

and capital expenditure items retained the methodology adopted in previous exercises, and 

are expected to perform in line with projected nominal GDP from 2017 to 2021. 

The decisive factors when projecting expenditure on interest were the projected trend of 

public debt stock and the assumptions made as to the varying changes in interest rates by 

instrument class (see 3.1.4 Outlook for debt).  

2.1.2 Outlook for revenue and expenditure 

CFP budgetary scenario projection for 2017-2021 is shown in Table 9. The results shown are 

not directly comparable with the results published in the September 2016 update, as the 

                                                   
5 In the case of social transfers in kind, the PPPs in question are in the health sector. 
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analysis is now based on unadjusted data and takes into account temporary and one-off 

measures, which was not the case in previous publications where changes were based on 

adjusted figures (Table 9 only provides adjusted figures for the balances). The temporary and 

one-off measures identified by CFP in this report are set out in Table 13, and since the 

classification relating to 2016 is provisional it may be altered in the light of new information, 

in particular the additional information requested of the MF.  

Under a no-policy-change scenario and according to the economic developments underlying 

the assumptions made, the CFP projections, point to a downward trend in the GDP ratios of 

revenue and expenditure.  

Table 9 – CFP budgetary scenario (as % of GDP) 

 
Source: INE and MF. CFP projections and calculations. | Note: the figures relating to the 2016-2017 period are influenced 

by the impact of temporary and one-off measures, as set out in Table 13. The last two lines show the balances net of 

those impacts. Table 14 shows this scenario net of temporary and one-off measures. 

From 2017-2021, general government revenue is expected to fall by 2 p.p. of GDP, which is 

explained above all by current revenue, since capital revenue only declines in 2018 and sees 

its relative weight in GDP stabilise from that year onwards. 

2016 2017 2018 2019 2020 2021
Total Revenue 43,1 43,5 42,7 42,3 41,9 41,4

Current revenue 42,5 42,6 42,1 41,7 41,3 40,9

Tax Revenue 25,1 25,0 24,8 24,6 24,5 24,3

Indirect taxes 14,7 14,8 14,7 14,6 14,5 14,4

Direct taxes 10,3 10,2 10,1 10,0 10,0 9,9

Social Contributions 11,7 11,6 11,4 11,2 11,0 10,8

Sales and other current revenue 5,8 6,0 5,9 5,9 5,8 5,8

Capital Revenue 0,5 0,8 0,6 0,6 0,6 0,5

Total Expenditure 45,1 45,2 44,6 44,1 43,6 43,3

Primary Expenditure 40,9 41,0 40,3 39,8 39,5 39,1

Current primary expenditure 38,9 38,4 37,7 37,1 36,6 36,2

Intermediate consumption 5,7 5,5 5,5 5,4 5,4 5,4

Compensation of employees 11,3 11,0 10,8 10,5 10,3 10,1

Social benefits 18,9 18,7 18,3 18,0 17,7 17,5

Subsidies and other current expenditure 2,9 3,2 3,2 3,2 3,2 3,2

Capital expenditure 2,0 2,5 2,6 2,7 2,8 2,9

Interest 4,2 4,2 4,3 4,2 4,2 4,1

Budget Balance -2,1 -1,7 -1,9 -1,8 -1,8 -1,8

Primary Balance 2,2 2,5 2,4 2,5 2,4 2,3

Public Debt 130,4 129,2 127,6 126,0 124,4 122,8

Adjusted Budget Balance -2,5 -1,9 -1,9 -1,8 -1,8 -1,8

Adjusted Primary Balance 1,8 2,3 2,4 2,5 2,4 2,3

CFP Projection
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Chart 16 – CFP projections for revenue and expenditure (as % of GDP) 

 
Source: INE and MF. CFP projections. Note: over the projection period the figures include 

temporary and one-off measures. The measures set out in Table 13 were taken into account. 

The decrease in tax revenue results from the combined effect of indirect and direct taxes, 

which saw their relative weight in GDP decline from -0.4 p.p. and -0.3 p.p., respectively. That 

performance is influenced by the projections for private consumption and wages. Social 

contributions revenue also reflects a decrease of -0.8 p.p. of GDP. Despite these outcomes in 

GDP percentage terms, in absolute terms actual social contributions are expected to rise, in 

line with the projected growth in salaries, although here growth is expected to be lower than 

that of nominal GDP.  

In 2017, the performance of indirect taxes was affected by the carry-over effects of the 

discretionary measures introduced in 2016 (Table 12), in particular the VAT rate change in the 

catering sector and the surcharges on the energy and banking sectors. In addition, measures 

forecast in SB/2017 are included, giving rise to increases in special taxes on consumption, in 

particular IABA, and IMI, as well as the change in ISP which reflects the approaching of taxes 

on petrol and on diesel, resulting in a decline in revenue from the former and an increase to 

the same amount in revenue from the latter. For the remainder of the projection time horizon 

only the effects of the PERES Programme were taken into consideration. The CFP projection, 

based on private consumption developments, points to a decline in the relative weight of 

indirect taxes in GDP, from 14.8% in 2017 to 14.4% in 2021. The path of direct taxes is 

influenced by the projected changes in PIT and CIT, as PIT, is affected by the delay in the 

elimination of the surcharge and the implementation of its phased elimination this year, and 

by the PERES Programme. As for CIT, its performance basically accompanies the expected 

developments in GDP, plus the impact of the revaluing of fixed assets and of the PERES 

Programme.  

Capital revenue in 2017 is influenced by the temporary measure relating to the recovery of 

the BPP guarantee (0.2% of GDP). In subsequent years its behaviour is explained by the 

change in GDP and weighted by the level of European Union financial support to public 

investment. 
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The decrease in expenditure (-1.9 p.p. of GDP) over the same time horizon stems basically 

from the projected decrease in current primary expenditure (-2.3 p.p. of GDP), since a slight 

increase is foreseen in capital expenditure as a result of the absorption of Community funds 

and the expected stabilisation of expenditure on interest (Table 9).  

The main contributor to the decrease in current primary expenditure is the relative weight of 

social transfers (-1.2 p.p. of GDP) and of compensation of employees (-0.9 p.p. of GDP).  

The decline in social transfers is explained, to a large extent, by the change in social transfers 

other than in kind which fall by 1 p.p. of GDP over the five-year period, (0.7 p.p. of GDP in 

2017 and 2018). These results are influenced by the projections for growth in nominal GDP, 

for salaries and for the unemployment rate. Analysis in absolute terms reveals an increase in 

social transfers, resulting from the restoring of the annual updating of Social Security and 

CGA pensions, as well as the extraordinary updating of pensions below 1.5 times the SSI (price 

effect) and an increase in the number of pensioners (volume effect). 

Over the projection time horizon the relative weight of compensation of employees is 

expected to fall more significantly in 2017 (-0.3 p.p. of GDP), because although it still reflects 

part of the impact of the full reversal of the pay cut, it also takes into account the 2: 1 

replacement rule. From 2018 onwards the decrease shrinks and settles at around 0.2 p.p of 

GDP, corresponding to the difference between the nominal GDP and CPI projections and to 

savings from wage drift (the difference in the wages of those retiring at the end of their 

careers and those beginning a career). However, no impact has been assigned to the 

unfreezing of promotions among general government employees, proposed in the 

Government’s Programme. 

In 2017 and 2018 intermediate consumption should stand at 5.5% of GDP and be followed 

by a drop of 0.1 p.p. of GDP the next year, before stabilising for the rest of the time horizon. 

From 2017 onwards the cost of PPPs is expected to fall and will contribute to the decrease in 

the intermediate consumption ratio. It must also be stressed that the CFP projection 

incorporates the savings on public consumption included in SB/2017 for this year. From 2018 

onwards no additional saving measures were taken into consideration. 

Expenditure on interest as a percentage of GDP should show a tendency to fall slightly, 

reaching 4.1% of GDP in the period under examination, in line with the projected public debt 

stock developments and the assumptions about interest rates.  

 

2.1.3 Outlook for fiscal balances 

The CFP scenario suggests the general government budget deficit this year could be 1.7% of 

GDP, a figure lower than in 2016 (2.1%) and slightly higher than in SB/2017 (1.6% of GDP). 

The forecast in 2017 benefits from the impact of the recovery of the BPP guarantee (0.2 p.p. 

of GDP), so net of such impact, it would correspond to a deficit of 1.9% of GDP, a figure that 

compares with an adjusted deficit of 2.5% in 2016 and the 1.8% deficit for 2017 forecast in 

SB/2017. 
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Chart 17 – Fiscal balance developments (as % of GDP) 

 

Source: INE. CFP projections and calculations. | Note: the figures relating to the 2010-2017 

period are influenced by the impact of the temporary and one-off measures described in 

Table 13. 

From 2018 onwards the current CFP projection suggests that until the end of the projection 

time horizon, under a no-policy-change scenario, the fiscal balance will tend to stabilise, 

going from -1.9% of GDP in 2018 to -1.8% in 2021. In this period, when the impact of 

temporary measures is zero, the decrease in the fiscal balance is projected to be 0.1 p.p. of 

GDP, whereas it was 0.3 p.p. in the September 2016 CFP projection. The smaller deficit 

correction in these years accompanies the cooling in the economy expected under the new 

macroeconomic scenario. 

As regards the primary balance (Chart 18), the CFP projection points to continued 

accumulation of primary surpluses. For 2017 the estimate is a primary surplus of 2.5% of GDP. 

In the following years the primary balance is expected to drop from 2.4% of GDP in 2018 to 

2.3% in 2021.  
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Chart 18 – Primary balance developments (as % of GDP) 

 

Source: INE. CFP projections and calculations. | Note: the figures relating to the 2010-2017 

period are influenced by the impact of the temporary and one-off measures described in 

Table 13. 

2.1.4 Outlook for debt 

Main assumptions 

The change in public debt flows directly from the restriction on State borrowing, which 

depends on the projections for interest and the primary balance and on the stock-flow 

adjustments. The projections as to debt stock and interest charges are based on a 

considerable level of detail per instrument class over the next five years  

The interest rates used were those of the Treasury Bond secondary market at the close on 24 

March, and it was assumed they would rise by 0.2 p.p. per year from 2018 onwards. The 

breakdown of stock reflects the latest strategy of the Agência de Gestão da Tesouraria e da 

Dívida Pública (Treasury and Public Debt Management Agency) (IGCP), in particular the early 

repayment of the IMF loans and the debt issues undertaken up to the date of publication of 

this report. Account was also taken of the figures forecast in SB/2017 for the stock-flow 

adjustments in 2017 and the unfavourable impact of the past transfer of pension fund 

liabilities.  

Outlook for Maastricht debt 

Under the no-policy-change scenario, a progressively downward trend in the debt ratio is 

projected for the next five years, going from 130.4% of GDP at the end of 2016 to 122.8% in 

2021, which constitutes a cumulative decrease of 7.6 p.p. of GDP (Chart 19). Compared to the 

CFP’s last projection in September, the current one starts out from a higher figure for debt 

as a percentage of GDP in 2016 and implies an upward revision for 2017, to be followed by 

a sharper decline in the debt ratio in the years 2018 to 2021. This reflects, on the one hand, 

an improvement in the primary balance compared to the previous projection, and, on the 

other, a more favourable impact of growth in nominal GDP. These positive effects offset the 
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expected larger stock-flow adjustment now projected, while the impact of interest is 

practically unchanged. 

Compared to the forecast underlying SP/2016, the decrease in debt projected by the CFP is 

more gradual and points to a debt ratio of 14.2 p.p. of GDP higher in 2020. Compared to 

SB/2017, the CFP projects a debt ratio 0.9 p.p. of GDP higher in 2017, standing at 129.2%. 

This difference stems in part from the higher starting point in the CFP projections (Maastricht 

debt at 130.4% of GDP in 2016 versus 129.7% in SB/2017), and also from the fact that the 

CFP projections reflect a scenario that represents: (i) a smaller positive impact for the primary 

balance (-2.5 p.p. of GDP, compared to -2.8 p.p. in SB/2017); (ii) a slightly less unfavourable 

dynamic effect (an increase of 0.3 p.p., versus the 0,6 p.p. increase forecast in SB/2017) and 

(iii) differences in the stock-flow adjustments (an unfavourable impact of 1 p.p., which 

compares with 0.8 p.p. in SB/2017). 

Chart 19 – Maastricht debt developments 2015-2021 (as % of GDP) 

 

Source: INE and MF. CFP projections and calculations. 

At the end of 2016 public debt (Maastricht definition) increased by 1.4 p.p. of GDP compared 

to the end of the previous year. That increase was largely based on the stock-flow adjustment 

(3.1 p.p.), which more than made up for the primary balance contribution to its reduction (-

2.2 p.p.) (Chart 20). The dynamic effect (interest and growth) increased the debt ratio by 0.5 

p.p. For the five-year period 2017-2021, it is estimated that the downward trend in debt will 

be due, on the one hand, to the growth effect (-19.3 p.p.), which makes up for the negative 

impact of interest (estimated to contribute 21 p.p. to the cumulative positive change), and on 

the other, to the primary surpluses which contribute 12.1 p.p. to the decrease in the debt 

ratio. In cumulative terms the stock-flow adjustments should worsen the ratio by 2.8 p.p. of 

GDP. 

129,0
126,7

130,4
129,2

127,6

126,0

124,4

122,8124,8

122,3

118,7

114,5

110,3

129,7
128,3

100

105

110

115

120

125

130

135

2015 2016 2017 2018 2019 2020 2021

CFP/2016 Sep CFP/2017 Mar SP/2016 SB/2017



 

Portuguese Public Finance Council  Public Finances: Position and Constraints: 2017-2021 | 31 

Chart 20 – Contributions to Maastricht debt developments, 2016-2021 (as p.p. of GDP) 

 

Source: INE. CFP projections and calculations. Note: the sum of the interest effect and the growth 

effect is equal to the dynamic effect of debt, also known as the snowball effect. 

 

Sensitivity analysis 

Other possible scenarios for the public debt ratio path were simulated according to different 

assumptions for developments in (i) the interest rate; (ii) the nominal GDP growth rate; (iii) 

the stock-flow adjustments and (iv) the primary balance. To that end the baseline scenario is 

the projection presented in the previous point which is represented by a red line in Chart 21. 

The shaded areas represent the changes in the public debt ratio path when there are 

symmetrical shocks of 1 p.p. in the variables shown in the chart. 

Chart 21 – Sensitivity analysis of Maastricht debt path (as % of GDP) 

New TB interest rate Nominal GDP growth rate Primary balance 

   

Source: INE. CFP projections and calculations. Note: The shaded areas represent changes in the public debt ratio path 

when there are symmetrical shocks of 1 p.p. in the variables shown. 
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negative, is softened by the average interest rate of the existing debt stock, and the impact 

is only significant if it continues for a long time. With shocks of -1 p.p. and +1 p.p. on TB to 

be issued, it is estimated that the debt ratio will be between 122.1% of GDP and 123.4% of 
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the implicit interest rate are contingent on a high number of external factors, such as financial 

ranking, the financial markets’ perception of the economy or the actual developments in key 

macroeconomic indicators.  

The nominal GDP shock scenario reveals that the assumption of growth 1 p.p. higher than 

projected in Section 2.2 every year points to a considerably sharper decrease in the debt ratio, 

falling to 117% in 2021. If the economy grows by 1 p.p. less than in the base scenario, the 

debt as a percentage of GDP leads to a stabilisation path, reaching 128.9% in 2021. 

Primary surpluses 1 p.p. higher than projected in the baseline scenario would give rise to a 

sharper decline in the public debt path (117.5% of GDP in 2021), while surpluses 1 p.p. of 

GDP lower would lead to a much more gradual decrease in the debt ratio (128% of GDP at 

the end of the projection’s time horizon). 

2.2 ADJUSTMENT REQUIRED TO COMPLY WITH FISCAL RULES 

 

The aim of this section is to present the adjustment required to comply with the Treaty on 

the Functioning of the European Union (TFUE) rules and compares CFP no-policy-change 

medium-term scenario with the medium-term targets in SP/2016. 

Fiscal balance reduction rule 

The no-policy-change scenario suggests the deficit will be below the 3% of GDP limit laid 

down in article 126 of the TFUE and the related protocol over the entire projection period.  

The budget deficit calculated by the national statistical authority in 2016 (below the 2.5% of 

GDP limit set by the European authorities)6 and the balance track presented in this update, 

which does not take account of any fiscal impact of financial system support measures, should 

allow the excessive deficit to be corrected in 2016, and result in Portugal leaving the 

corrective arm of the Stability and Growth Pact (SGP). This decision will be taken, in due 

course, by the European authorities who will assess whether the situation justifies closure. 

Structural deficit reduction rule  

If the EDP is closed according to the figures relating to 2016, from 2017 onwards Portugal 

will be subject to the preventative arm of the SGP. During the period under review (2017-

2021) the country will then be obliged to comply with the structural adjustment rule that 

provides for compliance with the Medium-Term Objective (MTO), which corresponds to a 

                                                   
6The European Council Decisions (Decisão do Conselho da União Europeia) of 2 August 2016, which gave notice 

to Portugal to take the measures for the deficit reduction judged necessary in order to remedy the situation of 

excessive deficit, requires Portugal to bring an end to the excessive deficit situation by 2016, as well as to reduce 

the nominal deficit to 2.5% of GDP in 2016. The Council’s decision adds: ”This improvement in the general 

government deficit is consistent with an unchanged structural balance with respect to 2015, based on the 

Commission 2016  Spring forecasts. Portugal shall also use all windfall gains to accelerate the deficit and debt 

reduction.” 

http://data.consilium.europa.eu/doc/document/ST-11553-2016-INIT/pt/pdf
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structural surplus of 0.25% of GDP, and with the excessive debt correction rule that applies 

over the transition period following the closure of the EDP. 

In this context the CFP projection points to a structural deficit in 2017 that could account for 

2.0% of GDP, followed by years of relative stability in which the deficit is not expected to 

deteriorate by more than 0.1 p.p of GDP between 2018 and 2021.  

Table 10 – Structural balance developments (% of GDP) 

 

Source: CFP projections and calculations and MF. | Note: In 2016 as Portugal is subject to the EDP, the structural adjustment 

path does not follow the general rule for achieving the MTO, however there is a specific notification from the Council’s 

ECOFIN configuration on the adjustment to be achieved, which is a zero adjustment in 2016. The MTO corresponds to a 

structural budget surplus of 0.25% of GDP. 

This projection shows that, in the absence of new policy measures, the minimum annual 

structural adjustment laid down in the Budgetary Framework Law (BFL) and required under 

the Stability and Growth Pact (0.6 p.p. of GDP per year) will not be assured.7  

In fact under the no-policy-change scenario, the change in the structural balance would lead 

to a significant deviation in the adjustment towards the MTO, which if it came to pass would 

require the taking of fiscal consolidation measures to achieve it. Without the impact of those 

measures, the structural balance projection for the end of 2021 would be 2.4 p.p. of GDP 

lower than the MTO.  

Note that SP/2016 undertook to bring the structural balance in 2020 (-0.1% of GDP) in line 

with the MTO (0.25% of the structural balance) (Table 9). The CFP no-policy-change 

projection points to a structural adjustment in the 2016-2020 period 1.6 p.p. of GDP lower 

than that forecast in SP/2016. If the minimum adjustment path is followed, the budget deficit 

needed to achieve the MTO in 2020 will have to be 0.1% of GDP that year.  

                                                   
7 According to the matrix published in the Interpretative Communication (COM (2015) 12 of 13 January) which was 

the basis of the Commonly agreed position on Flexibility in the Stability and Growth Pact, formally endorsed by the 

ECOFIN on 12 February 2016, and which states that the adjustment towards the MTO for each Member-State shall 

take into account its economic situation and the sustainability of its public finance. In Portugal’s case, for the 

projection time horizon, 2017-2021, defined in the CFP’s medium-term scenario, the minimum adjustment should 

be over 0.5 p.p. of GDP as the country has a public debt of over 60% of GDP and the output gap is between -1.5% 

and 1.5% of GDP. According to the EC an adjustment over 0.5 p.p. is equal to a minimum adjustment of 0.6 p.p. of 

GDP. 

2016 2017 2018 2019 2020 2021

1. Headline Budget Balance -2,1 -1,7 -1,9 -1,8 -1,8 -1,8

1b. Temporary and non-recurrent measures 0,4 0,2 0,0 0,0 0,0 0,0

1b. Cyclical component -0,4 0,0 0,2 0,3 0,3 0,3

2. Structural Balance [(1) - (1a) - (1b)] -2,1 -2,0 -2,0 -2,0 -2,1 -2,1

3. Distance towards MTO -2,4 -2,2 -2,3 -2,3 -2,3 -2,4

4. Change of Structural primary net of special factors 0,1 0,2 -0,1 0,0 0,0 -0,1

Memo

5. Structural balance of SP/2016 -1,7 -1,3 -0,8 -0,4 -0,1
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Chart 22 – Comparison of CFP budget projection with the SP/2016 strategy (% of GDP) 

Budget balance trajectory Structural balance trajectory 

 
 

Source: MF and CFP projections and calculations. | Note: The 2016 and 2017 figures in the SP/2016 are influenced by the 

impact of temporary and one-off measures equal to 0.2% of GDP each year. The MF did not identify any measures of this 

nature in later years. 

Lastly, despite the upward revision in the structural balance path compared to the CFP’s 

September projection (Chart 22, right hand side), there is still no guarantee of a safety margin 

in regard to the 3% of GDP ratio for the nominal budget deficit to meet the normal business 

cycle fluctuations without facing an excessive deficit.8   

Excessive deficit correction rule  

 
Assuming that in the spring of 2017 the European authorities assessment will lead to the 

closure of the EDP due to the budget outturn in 2016 and the likelihood of declining deficits 

in the coming years, the CFP medium-term projection for public debt under a no-policy-

change scenario (the baseline scenario described in Section 3.1) does not guarantee 

compliance with the excess debt correction rule — the minimum linear structural adjustment 

(MLSA) —  that applies for the three-year transitional period that follows the closure of the 

EDP. Note that this minimum linear structural adjustment applying to Portugal over the 

transitional period (2017-19) reflects a less demanding debt correction effort than that which 

will result from the annual decrease of 1/20th applying from 2020 onwards, the first year after 

the transitional period.9,10 

                                                   
8 In technical terms the projected structural deficit is above the “minimum reference value” that is currently equal 

to 1.6% of GDP. For further details on the MTO see Box 1 of CFP Report no. 6/2016 (Relatório nº 6/2016). 

9 Following the closure of the Excessive Deficit Procedure, which is expected to occur on the basis of the figures 

for 2016, there will be a transitional period of three years which is subject to specific rules. Over this period, expected 

to be from 2017 to 2019, Portugal will have to make sufficient progress towards reducing the debt ratio. That 

progress will be assessed annually, both ex-ante and ex-post, and be compared to a minimum linear structural 

adjustment (MLSA). The minimum linear structural adjustment path shall take into account the business cycle and 

the debt reduction reference standard. For further details see CFP Report no. 3/2014 (Relatório do CFP nº 3/2014). 

In 2020 Portugal will have to guarantee compliance with the general rule (the one twentieth decrease referred to 

above). 

10 The general rule of an annual reduction of 1/20th comes from the difference between the debt ratio and the 

reference figure of 60% of GDP. This difference reflects the excess public debt compared to the reference limit for 

public debt (60% of GDP).  
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Chart 23 – Public debt developments (as % of GDP)  

 

Source: MF. CFP calculations. 
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ANNEXES  
  

Table 11 – Policy Measures not sufficiently detailed within SP/2016 and not included in CFP’s 

projection (in % of GDP) 

Source: MF. Note: accumulated effect vis-à-vis the no policy change scenario. 

Total Revenue 0,1 0,2 0,1

Taxes on Production and Imports 0,0 0,1 0,1

Other taxes 0,0 0,1 0,1

Capital transfers received 0,1 0,1 0,0

Structural funds 0,1 0,1 0,0

Total Expenditure -0,2 -0,3 -0,4

Compensation of employees 0,1 0,1 0,2

New  civil servants rotation policy  (volume) 0,0 -0,1 -0,1

Salary Measures in the Public Service (Price) 0,1 0,2 0,3

Intermediate consumption -0,2 -0,3 -0,4

Nominal freeze of intermediate consumption w ithout PPP -0,2 -0,3 -0,4

Social transfers 0,1 0,1 0,1

Tax credit on families w ith low -incomes 0,1 0,1 0,1

Savings on social transfers 0,0 0,0 0,0

Interest paid 0,0 -0,1 -0,1

Interest Savings 0,0 -0,1 -0,1

Subsidies 0,0 0,0 0,0

Structural funds 0,0 0,0 0,0

Other current expenditure -0,1 -0,1 -0,2

Nominal freeze -0,1 -0,1 -0,2

Gross Fixed Capital Formation 0,0 0,1 0,0

Structural funds 0,1 0,1 0,0

Other capital expenditure 0,0 0,0 0,0

Structural funds 0,0 0,0 0,0

2018 2019 2020Component/measure
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Table 12 – Specification of the policy measures considered by the CFP in the budget projection 

scenario 2017-2021 (% of GDP) 

 
Source: MF. CFP calculations. | Note: Values presented may not sum to totals due to rounding.  

 

 

 

  

Measures and 

effects of 

previous years

New Policy 

Measures

Measures and 

effects of 

previous 

years

New Policy 

Measures

Measures and 

effects of 

previous years

New Policy 

Measures

Measures and 

effects of 

previous 

years

New Policy 

Measures

Measures and 

effects of 

previous years

New Policy 

Measures

REVENUE -0,06 0,53 -0,13 0,06 -0,05 0,04 0,00 0,03 0,00 0,02

Tax and Contribution Revenue -0,06 0,31 -0,09 0,06 -0,05 0,03 0,00 0,03 0,00 0,02

Indirect taxes 0,01 0,17 -0,05 0,01 0,00 0,01 0,00 0,01 0,00 0,00

Restaurants VAT from 23% to 13% -0,09

Introduction to tobacco consumption -0,05

Extraordinary Contrib. on the Banking Sector 0,10 0,00

Extraordinary Contrib. on the Energy Sector 0,05 -0,05

Extraordinary Contrib. on the Pharmaceutical Industry 0,01 -0,01

Tax on softy drinks and other sugar drinks 0,04

Adittional to the property tax (IMI) 0,08

Recomposition of the tax on petroleum 0,04

Repeal of Schedule 28 of the General table of Stamp duty -0,01

Other Indirect Taxes

PERES | VAT Debt Settlement Scheme 0,01 0,01 0,01 0,00 0,00

PERES | Other Ind. Taxes Debt Settlement Scheme 0,01 0,00 0,00 0,00 0,00

Direct taxes -0,12 0,15 -0,04 0,04 -0,05 0,02 0,00 0,02 0,00 0,01

Income tax surcharge -0,20 -0,09

Wage reinstatement 0,02 0,00 0,00 0,00

Income tax surcharge (phasing gain) 0,09

PERES | CIT Debt Settlement Scheme 2017-2028 0,05 0,03 0,02 0,02 0,01

PERES | PIT Debt Settlement Scheme 2017-2028 0,01 0,00 0,00 0,00 0,00

Asset revaluation 0,05 0,05 -0,05

Public Employment  : Rule 2 per 1 0,0

Social contributions 0,05 -0,01 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00

Wage reinstatement 0,02

Wage reinstatement 0,03

PERES | SS Contributions  Debt Settlement Scheme 2017-2028 0,00 0,00 0,00 0,00 0,00

-0,01

Non Tax and non contribution Revenue 0,00 0,21 -0,04 0,00 0,00 0,00 0,00 0,00 0,00 0,00

Increase in BdP dividends 0,16

PERES | default and compensatory interest  2017-2028 0,00 0,00 0,00 0,00 0,00

Fees 0,02

Revenue review 0,04 -0,04

EXPENDITURE 0,17 -0,18 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00

Primary Expenditure 0,17 -0,18 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00

Primary Current Expenditure 0,19 -0,18 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00

Intermediate Consumption -0,05 -0,15 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00

Savings with PPPs -0,05

Nominal freeze of intermediate consumption except PPPs -0,11 0,00 0,00 0,00

Spending Review -0,04

Compensation of employees 0,18 -0,07 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00

Wage reinstatement 0,13

Reduction of working hours Of Public Employees for 35 hours 0,01

-0,07 0,0

Social Benefits 0,06 0,13 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00

Extraordinary Contribution of Solidarity 0,00

Extraordinary Contribution of Solidarity 0,01

Changes in social benefits 0,05

Pressure with health PPPs 0,00

Pension's update 0,10

New single social benefit for disabled 0,03

Other Current Expenditure 0,00 -0,09 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00

Nominal freeze of Other Current Expenditure -0,09 0,00 0,00 0,00

Capital Expenditure -0,02 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00

GFCF -0,02 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00 0,00

Sale of F-16 to Romania -0,02

BUDGET BALANCE -0,23 0,71 -0,13 0,06 -0,05 0,04 0,00 0,03 0,00 0,02

Year 2017 Year 2018 Year 2019 Year 2020 Year 2021
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Table 13 – Temporary measures and one-off measures (as % of GDP) 

    
Source: MF. CFP calculations. | Note: Due to rounding the totals do not necessarily correspond to the sum of the 

percentage GDP figures. The part of the revenue obtained under PERES considered as one-off in 2016 excludes full 

voluntary payments as well as the first instalments of the payment plans. This is a provisional classification that may 

undergo revisions due to new information, including that requested from the Ministry of Finance, but not received by the 

closing date of this Report. 

 

 

2010 2011 2012 2013 2014 2015 2016 2017

Temporary measures, one-off measures (impact on balance) -1,3 0,2 -0,1 0,3 -3,6 -1,3 0,4 0,2

Revenue 0,0 0,5 0,3 0,7 0,0 0,1 0,4 0,2

Taxes on repatriation of capitals 0,0 0,2

Exceptional Scheme for Settling Tax and Social Security Debts - VAT 0,1

Exceptional Scheme for Settling Tax and Social Security Debts - Oth. IT. 0,1

Exceptional Scheme for Settling Tax and Social Security Debts -PIT ; CIT 0,4

Exceptional Scheme for Settling Tax and Social Security Debts -IMT; IMI 0,0

Exceptional Scheme for Settling Tax and Social Security Debts - social contributions 0,1

Surcharge on PIT for 2011 income 0,5 0,1

PERES Extraordinary debt settlement scheme VAT 2016 one-off 0,0

PERES Extraordinary debt settlement scheme other IT 2016 one-off 0,0

PERES Extraordinary debt settlement scheme PIT 2016 one-off 0,0

PERES Extraordinary debt settlement scheme CIT 2016 one-off 0,1

PERES Extraordinary debt settlement scheme SSC 2016 one-off 0,0

BPP guarantee recovery 0,2

Banking sector contribution for transfer to European Resolution Fund 0,1

Pre-paid margin payment from EFSF 0,2

Expenditure 1,3 0,3 0,4 0,4 3,6 1,4 0,0 0,0

Proceeds from concessions -0,1 0,0 -0,2 0,0

Capital transfers (Banking sector) 1,3 0,3 0,5 0,4 2,9 1,4

One-off payments to the EU Budget 0,1 0,1 0,0

Debt assumptions of transportation sector 0,7

Sale of F-16 to Romania -0,1

Special Factors (impact on balance) -1,4 -0,4 0,0 0,0 0,0 0,0 0,0 0,0

Revenue

Expenditure 1,4 0,4 0,0 0,0 0,0 0,0 0,0 0,0

Delivery of submarines 0,5

Reclassification of PPP into general government 0,4 0,1

Recording of Madeira region debt 0,5

Madeira capital transactions (reclass. of Via Madeira) 0,2

Madeira region debts from programme contracts & football clubs 0,1

Temporary measures, one-off measures  and special factors (impact on balance) -2,7 -0,2 -0,1 0,3 -3,6 -1,3 0,4 0,2



 

Portuguese Public Finance Council  Public Finances: Position and Constraints: 2017-2021 | 39 

Table 14 – CFP adjusted Budgetary Framework (in % of GDP) 

 

Fonte: INE and MF. CFP projections and calculations. | Note: figures for the period 2016-2017 are 

adjusted for temporary and one-off measures (see Table 13). 

 

2016 2017 2018 2019 2020 2021
Total Revenue 42,7 43,2 42,7 42,3 41,9 41,4

Current revenue 42,3 42,6 42,1 41,7 41,3 40,9

Tax Revenue 24,9 25,0 24,8 24,6 24,5 24,3

Indirect taxes 14,7 14,8 14,7 14,6 14,5 14,4

Direct taxes 10,2 10,2 10,1 10,0 10,0 9,9

Social Contributions 11,6 11,6 11,4 11,2 11,0 10,8

Sales and other current revenue 5,8 6,0 5,9 5,9 5,8 5,8

Capital Revenue 0,3 0,6 0,6 0,6 0,6 0,5

Total Expenditure 45,1 45,2 44,6 44,1 43,6 43,3

Primary Expenditure 40,9 41,0 40,3 39,8 39,5 39,1

Current primary expenditure 38,8 38,4 37,7 37,1 36,6 36,2

Intermediate consumption 5,7 5,5 5,5 5,4 5,4 5,4

Compensation of employees 11,3 11,0 10,8 10,5 10,3 10,1

Social benefits 18,9 18,7 18,3 18,0 17,7 17,5

Subsidies and other current expenditure 2,9 3,2 3,2 3,2 3,2 3,2

Capital expenditure 2,1 2,5 2,6 2,7 2,8 2,9

Interest 4,2 4,2 4,3 4,2 4,2 4,1

Budget Balance -2,5 -1,9 -1,9 -1,8 -1,8 -1,8

Primary Balance 1,8 2,3 2,4 2,5 2,4 2,3

Public Debt 130,4 129,2 127,6 126,0 124,4 122,8

CFP Projection
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LIST OF ABBREVIATIONS 
 

Abbreviations Meaning 

ADM Military Health System 

ADSE Civil Servants Health System  

AMECO Annual Macro-Economic Database of the European Commission 

ANA Aeroportos de Portugal, S.A. 

ASB Amending State Budget 

BFL Budgetary Framework Law  

BoP Bank of Portugal 

CC Constitutional Court 

CET1 Common Equity Tier 

CFP Portuguese Public Finance Council 

CGA Civil Servants Pension Agency 

CIT Corporate Income Tax 

CP Comboios de Portugal, E.P.E. 

CRD IV Capital Requirements Directive 

CRR Capital Requirements Regulation 

CTT Correios de Portugal S. A 

DGO  Direção-Geral do Orçamento (Directorate-General for Budget) 

EC European Commission 

ECOFIN Economic and Financial Affairs Council 

EDP Energias de Portugal, S.A. 

EDP Excessive Deficit Procedure 

EFAP Economic and Financial Assistance Programme 

EGREP EGREP-Entidade Gestora de Reservas Estratégicas de Produtos Petrolíferos, E.P.E. 

ESA European System of National and Regional Accounts 

ESC Extraordinary Solidarity Contribution 

ESSD Extraordinary System for Settling Tax Debts and Social Security Debts 

EU European Union 

EUR Euro 

FSD Fiscal Strategy Document 

g Nominal GDP growth rate 

GDP Gross Domestic Product 

GFCF Gross Fixed Capital Formation 

GG General government 

GPEARI Planning, Strategy, Evaluation and International Relations Office (at the Ministry of 

Finance) 

HCPI Harmonised Consumer Price Index 

ICT Information and Communications Technology 

IMF International Monetary Fund 

IMI Municipal Property Tax 

IMT Municipal Property Transfer Tax 

INE Statistics Portugal (Portuguese Statistical Authority) 

ISP Tax on Oil and Energy Products 

IT Tax on Tobacco 

M€ Million euros 

MBPF Multi-annual Budgetary Planning Framework 

MF Ministry of Finance 

MLSA Minimum Linear Structural Adjustment 

MTO Medium-Term Objective 

NHS National Health Service 

NRPC Non-Reclassified Public Corporations 
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Abbreviations Meaning 

OECD Organisation for Economic Co-operation and Development 

p.p. Percentage points 

s.p.b. Structural primary balance 

PB Primary Balance 

PIT Personal Income Tax 

PPP Public-Private Partnerships 

r Implicit interest rate 

REN Redes Energéticas Nacionais, SGPS, S.A. 

SAD Police Force Health System 

SB State Budget 

SF Special factors 

SFA Stock-flow adjustment 

STCP Sociedade de Transportes Coletivos do Porto, SA 

Swaps Swap agreements 

TAAB Tax on Alcohol and Alcoholic Beverages 

USD US Dollar 

VAT Value Added Tax 
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