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EXECUTIVE SUMMARY 

Analysis of the General Government Account 2015 

General government balance in 2015 

In 2015, the headline budget deficit stood at 4.4% of GDP exceeding the forecast in the State 

Budget for 2015 (2.7% of GDP). The Banif resolution was a major contributor to this deviation 

with a negative impact equal to 1.4 p.p. of GDP. Net of one-offs the budget deficit fell from 

3.6% in 2014 to 3% of GDP in 2015 and the primary surplus rose from 1.3% to 1.5% of GDP. 

CFP estimates a structural deficit at 1.8% of GDP, a break with the improvement of recent 

years and a drift away from the Medium-Term Objective. 

Revenue and expenditure in 2015 

In 2015, growth in revenue fully explained the nominal decrease in the (adjusted) budget 

deficit. The determining factor was current revenue bolstered by the favourable performance 

of tax and social security revenue. Indirect taxes provided three quarters of the rise in tax 

revenue, and contributed to the increase in the (non-adjusted) tax burden from 34.1% to 

34.4% of GDP. Direct taxes accounted for the remaining increase, as the additional revenue 

from CIT more than offset the drop in PIT. In contrast to 2014, (adjusted) expenditure grew 

although growth was tempered by the favourable change in interest charges. Capital 

expenditure made the largest contribution to the rise in public spending. The decrease in 

compensation of employees and “other current expenditure” was not sufficient to overcome 

the increase in current primary expenditure, driven by intermediate consumption and social 

transfers. 

Fiscal consolidation measures had a lower impact on revenue than expected, especially 

indirect taxes, confirming the risks highlighted by CFP in its analysis of the Draft State Budget 

(DSB/2015). On the expenditure side, the fiscal consolidation measures do not appear to have 

produced the impact forecast in the State Budget (SB/2015) since over the year several 

budget items required an increase in their budget allocations, in particular compensation of 

employees and intermediate consumption.  

Subsectors in 2015 

Around half of the 0.6 p.p. of GDP improvement in the adjusted balance is explained by 

Central Government and the remainder by the contribution of the Social Security Funds and 

Regional and Local Government subsectors. Mention must be made of the improvement in 

the Social Security Funds balance, since it recorded a surplus even after excluding the 

extraordinary State Budget transfer. Regional Government recorded a budget surplus for the 

third year running, with the Madeira region making the largest contribution, since the Azores 

region continued to show a deficit, albeit close to a balanced budget. The Local Government 

surplus also grew compared to the previous year, sustained by revenue, since adjusted 

expenditure also increased, particularly current primary expenditure. 

Public debt in 2015 

The public debt ratio (Maastricht definition) reversed the upward trend ending the year at 

129.0% of GDP, a figure close to the MF estimate published last February, but higher than 
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forecast in the SB/2015 and in the Stability Programme (SP/2015) with deviations of 5.1 p.p. 

of GDP and 4.6 p.p. of GDP, respectively. The stock-flow adjustments contributed to this 

outcome, especially due to the early repayment of IMF loans. In 2015, most public debt was 

still held by foreign creditors, while households had increased their exposure as national 

public debt creditors by purchasing Savings Certificates and Treasury Bills. 

Comparison with budget programming documents for 2015 

The adjusted budget deficit was 0.2 p.p. of GDP above the figure underlying the SB/2015 and 

the SP/2015 and 0.1 p.p. of GDP below the MF estimate included in the SB/2016 report. Both 

adjusted revenue and expenditure were lower than projected in all budget programming 

documents for 2015. The deviation in revenue resulted from the unfavourable performance 

of “sales and other current revenues” and, to a lesser degree, tax revenue, social contribution 

and capital revenues. On the expenditure side, the actual outturn of compensation of 

employees, subsidies and other capital expenditure was above all the Ministry of Finance’s 

predictions for 2015, while the opposite occurred with gross fixed capital formation and social 

transfers’ expenditure. 

Multiannual Budget Programming Framework 

Unlike the situation in 2014, the expenditure limit set in the Multiannual Budgetary 

Programming Framework approved along with the SB/2015 was not revised in the 2015 

budget exercise. Both the SB/2015 and the SP/2015 maintained the expenditure limit set for 

each budget programme. The provisional outturn suggests compliance with the expenditure 

limit laid down in the SB/2015 and the SP/2015. The “finance and public administration” and 

“public debt management” programmes provided the largest savings. 
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