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EXECUTIVE SUMMARY 

Over the past year the world economic growth forecasts have been revised downwards, 

mainly as a result of the outlook in the emerging economies. In July, the International 

Monetary Fund forecasted lower growth in 2015 due to the slowdown experienced in China 

and the economic recession felt in Russia and Brazil. These developments would be partially 

offset by the growth in advanced economies, including the euro area. The forecasts for 

Portugal’s main export markets suggested an acceleration of the relevant external demand 

in 2015. In five out of the six trade partners that account for two-thirds of total exported 

goods growth was expected to be at least as high as in 2014. 

In the second quarter of 2015 the Portuguese economy grew 1.6% in year-on-year terms, 

bringing the total to seven consecutive quarters of growth, five of which at a rate higher than 

in the euro area. Therefore in the first half of the year gross domestic product (GDP) was up 

1.6%, in line with the Ministry of Finance (MF) forecasts and those of the major official 

institutions for the year as a whole. This increase was based on the contribution of domestic 

demand (2.6 p.p.), mainly driven by private consumption and gross fixed capital formation. 

The growth in private consumption in excess of disposable income led to a decline in the 

households’ savings rate, which fell to its lowest since 2008. The major variables in the labour 

market developed favourably with increases in salaries and employment and a drop in the 

unemployment rate, which recorded its lowest figure since 2010. Finally, the latest figures 

confirm the reversal of the price fall seen in 2014. All demand deflators accelerated in the 

second quarter and the average rate of inflation returned to positive figures (although still 

low). 

Up to June the general government adjusted revenue recorded a year-on-year development 

below the MF annual forecast (2.9% and 4.3% respectively). This development was driven by 

tax revenue (up by 4.2%) and social security contributions (up by 4.9%), although the former 

grew below the forecast (5%). Therefore tax revenue will have to perform more favourably in 

the next two quarters so as to achieve the 2015 State Budget (SB/2015) forecasted figure; this 

seems a likely event if the economy follows the trend seen in the first six months. The other 

revenue items recorded a year-on-year decrease of 4.2% up to June, in contrast to the 

projected annual increase of 3.3%. 

In the first half of the year, general government adjusted expenditure grew by 2.8%, a figure 

above the forecast for the year (2.6%). That performance is explained by primary expenditure, 

as interest charges fell rather than grew as per the annual forecast. In the case of current 

primary expenditure the unfavourable change, compared to the projection for the year, is 

mainly due to the performance of employee compensation and, to a lesser extent, 

intermediate consumption. By contrast, spending on social transfers should fall short of the 

SB/2015 forecast, if the favourable trend in unemployment benefits and pensions paid by 

social security continues. The large increase in “other capital expenditure” is linked to the 

increase in shareholding equity in the first half of 2015.  
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In the first six months, the budget deficit stabilised compared to the same period the previous 

year (4.7% of GDP in adjusted terms), while the adjusted primary balance went from a 117 

M€ surplus to a 24 M€ deficit. This stabilisation was due to the contribution from the social 

security funds subsector which increased its surplus by 0.3 p.p. of GDP. To comply with the 

target set for 2015, the deficit will have to record in the second half of the year a higher 

correction than that observed up to June.  

In the first half of the year the public debt ratio (Maastricht definition) fell to 128.7% of GDP, 

which reflects a 1.6 p.p. of GDP improvement compared to the 1st quarter (130.4% of GDP). 

This decrease was due to a favourable stock-flow adjustment, namely the use of deposits and 

the purchase of public debt by the social security funds subsector (which reduces the 

Maastricht debt since this is a consolidated gross debt concept). 

 

 

 

 

 

 

 

 


