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The Public Finance Council is an independent body, created by Article 3 of Law No. 

22/2011 of 20 May, which amended the 5th Budgetary Framework Law (Law No. 

91/2001 of 20 August, republished by Law No. 37/2013 of 14 June). The final version 

of the CFP Statutes was approved by Law no. 54/2011, of 19 October. 

The CFP began operating in February 2012, with the mission of carrying out an 

independent assessment of the consistency, compliance and sustainability of fiscal 

policy, promoting its transparency, in order to contribute to the quality of democracy 

and economic policy decisions and to strengthen the financial credibility of the state. 

 

 

This Opinion was drawn up on the basis of information available up to 11 October 2019.  

 

http://dre.pt/pdf1sdip/2013/06/11300/0327403299.pdf
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INTRODUCTION 

This Opinion focuses on the macroeconomic forecasts underlying the Draft Budgetary Plan for 

2020 (DBP/2020), as part of the 'Protocol between the Ministry of Finance and the Public Finance 

Council on the preparation of an opinion on the macroeconomic forecasts underlying the Stability 

Programme and the State Budget Proposal', signed on 6 February 2015.1 

For the purposes of the Opinion, given that legislative elections were held on 6 October 2019, the 

draft document of the Ministry of Finance (MF) under consideration will always refer to a scenario 

of invariant policies. 

In accordance with the Protocol, the Government formally informed the Public Finance Council 

(CFP) on 26 August that the DBP/2020 would be presented on 15 October ("D" day for the purposes 

of the calendar included in section 5 of the Protocol).  

The CFP received on 1 October a draft version of the macroeconomic forecasts, which were 

subsequently rectified on 2 October. On 3 October, a meeting was held between the MF and CFP 

teams in which the former made a summary presentation of the scenario. 

The final version of the macroeconomic scenario, sent on 9 October, was rectified by the MF on 11 

October. This Opinion focuses on the values considered by the MF for the external and technical 

assumptions and macroeconomic forecasts underlying that scenario.  Table 1 presents the main 

indicators resulting from the most recent information transmitted by the MF to the CFP up to the 

closing date of this Opinion. 

The methodology and analysis process used in this Opinion are described in the above-mentioned 

Protocol. In order to analyse the macroeconomic forecasts underlying the DBP/2020, CFP used the 

following means: 

a) Analysis of these forecasts by CFP technicians; 

b) Comparison with the available projections made by reference institutions: Banco de Portugal 

(BdP) and CFP; 

c) Latest available statistical information produced by national statistical authorities - Statistics 

Portugal (INE) and BdP; 

d) Verbal and written technical clarifications provided by the MF regarding the forecasts 

prepared. 

 

 
1 Available for consultation on the CFP website. 

http://www.cfp.pt/wp-content/uploads/2015/02/Protocolo-entre-MdF-e-CFP.pdf
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MINISTRY OF FINANCE FORECASTS 

Macroeconomic scenario underlying the Draft Budgetary Plan for 2020 

The macroeconomic scenario underlying the Draft Budgetary Plan for 2020 (DBP/2020) foresees a 

slight acceleration of the real GDP growth rate next year to 2.0%. In this new scenario, the MF 

anticipates economic growth of 1.9% in 2019, which compares with real output growth of 2.4% in 

the previous year. Contributing to this deceleration was both the lower contribution of domestic 

demand (3.0 p.p. in 2019 vs. 

3.2 p.p. in 2018) and the more 

negative contribution of net 

exports (-1. 0 p.p. in 2019 

vs. -0.8 p.p. in 2018). The 

deceleration of domestic 

demand in 2019 will be 

exclusively due to the reduction 

of the growth rate of private 

consumption (2.2% vs. 3.1% in 

2018), since the growth rate of 

Gross Fixed Capital Formation 

(GFCF) should register a 

significant increase (8.2% vs. 

5.8% in 2018), while the rate of 

change in public consumption 

will remain unchanged from the 

previous year (0.9%). As 

mentioned above, net exports 

will make a more negative 

contribution in 2019 than in 

2018, as a result of a decrease in 

the growth rate of exports 

(-0.9 p.p.) more pronounced 

than that expected for imports 

of goods and services (-0.4 p.p.). 

For 2020, the MF forecasts a 

recovery of the real GDP growth 

rate to 2.0%, based exclusively 

on the less negative 

contribution of net exports 

(-0.1 p.p. vs. -1.0 p.p. in 2019), 

given that a substantial 

reduction in the contribution of 

Table 1 - Macroeconomic forecasts underlying the DBP/2020 

 

Source: MF - Information communicated on 11 October 2019. 

2018 2019 2020

Real GDP and components (change, %)

GDP 2.4 1.9 2.0

Private consumption 3.1 2.2 2.1

Public consumption 0.9 0.9 0.9

Investment (GFCF) 5.8 8.2 5.0

Exports 3.8 2.9 3.9

Imports 5.8 5.4 4.1

Contributions to real GDP change (p.p.)

Domestic demand 3.2 3.0 2.1

Net exports -0.8 -1.0 -0.1

Prices (change, %)

GDP deflator 1.6 1.3 1.4

Private consumption deflator 1.3 1.2 1.4

Public consumption deflator 1.8 1.3 1.5

GFCF deflator 3.0 2.0 1.6

Exports deflator 2.1 1.0 1.0

Imports deflator 2.4 1.0 1.0

HICP 1.2 0.8 1.6

Nominal GDP

Change (%) 4.1 3.3 3.5

Labour market (change, %)

Unemployment rate (% labour force) 7.0 6.3 5.9

Employment 2.3 1.1 0.7

Compensation per employees 2.5 2.8 2.9

Apparent labour productivity 0.1 0.8 1.2

External sector (% GDP)

Net lending / net borrowing, total economy 1.2 0.3 0.4

Trade balance 0.1 -1.0 -1.0

Balance of primary income and transfers 0.1 0.0 0.2

Capital account 1.0 1.2 1.2

Net lending / net borrowing, private sector 1.6 0.3 0.4

General government balance -0.4 -0.1 0.0

Cyclical developments

Potential GDP (change, %) 1.8 1.9 1.9

Output gap (% potential GDP) 1.5 1.6 1.7

Assumptions

Foreign demand (change, %) 3.5 2.6 3.1

Short-term interest rate (annual average, %) -0.3 -0.3 -0.3

EUR-USD exchange rate (annual average) 1.18 1.13 1.12

Oil price (Brent, USD/barrel) 71.5 63.1 57.8
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domestic demand is expected (2.1 p.p. vs. 3.0 p.p. in 2019). Developments expected for the 

contribution of domestic demand will be due to the slight deceleration expected for the growth 

rate of private consumption (-0.1 p.p.) and to the more pronounced reduction in the pace of FBCF 

growth (-3.2 p.p.). It should be noted that the rate of change in public consumption, according to 

the MF, is expected to remain unchanged for the third consecutive year (0.9%). With regard to the 

dynamics of net exports, the MF scenario underlying the DBP/2020 expects that its less negative 

contribution in 2020 will result from an acceleration in the growth rate of exports (3.9% vs. 2.9% in 

2019), accompanied by a slowdown in the growth rate of imports of goods and services (4.1% vs. 

5.4% in 2019). 

The GDP deflator is expected to decelerate in 2019 to 1.3%, followed by a slight acceleration in 

2020 to 1.4%. This dynamic will translate, in 2019, into a deceleration in the deflators of all output 

components and, in 2020, an acceleration of both the private consumption deflator (+0.1 p.p.) and 

the public consumption deflator (+0.2 p.p.). The Harmonised Index of Consumer Prices (HICP) is 

expected to follow a similar path, with the MF forecasting a deceleration from 1.2% in 2018 to 0.8% 

in 2019, followed by a recovery to 1.6% in 2020. 

In view of the above-mentioned developments for real output and the GDP deflator, a deceleration 

of the nominal GDP growth rate to 3.3% in 2019 is expected in the most recent MF scenario, 

followed by a strengthening of its growth rate to 3.5% in 2020, as a result of an acceleration of 

both real GDP and the output deflator.  

The labour market should continue a consolidation path, with the MF forecasting a reduction in 

the unemployment rate to 6.3% in 2019 (-0.7 p.p. compared to 2018) and to 5.9% in 2020 (-0.4 p.p. 

compared to 2019). This evolution is associated with a positive dynamic of job creation, despite 

the growth rates of this indicator decelerating from 2.3% in 2018 to 1.1% in 2019, and to 0.7% in 

2020. The growth rate of average compensation per employee in nominal terms is expected to 

accelerate from 2.5% in 2018 to 2.8% in 2019 and again to 2.9% in 2020. In real terms, and using 

the HICP as a deflator, the MF expects an acceleration of the average real wage per worker of 

around 1.5%, both in 2019 and in 2020, a rate of change that will be higher than the growth forecast 

for apparent labour productivity, whose rate of change is expected to stand at 0.8% and 1.2% in 

these two years.  

The net lending of the Portuguese economy in 2019 is expected to decline to 0.3% of GDP (1.2% 

of GDP in 2018), followed by a slight recovery to 0.4% of GDP in 2020. This performance is mainly 

due to the prospect of a deterioration in the trade balance from 0.1% of GDP in 2018 to -1.0% of 

GDP in 2019 and 2020. The balance of primary income and transfers should be null in 2019 (+0.1% 

of GDP in 2018), recovering to 0.2% of GDP in 2020, which is the reason why the MF anticipates a 

slight recovery of the economy's external financing capacity in 2020 (+0.1 p.p. of GDP compared 

to 2019).  

The MF foresees a slight acceleration of potential GDP in 2019 (+0.1 p.p.), with its rate of change 

remaining stable in 2020 (1.9%). The output gap should remain positive and widen from 1.5% in 

2018, to 1.6% and 2019 and to 1.7% in 2020. 
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Regarding the external assumptions by the MF, the forecast for external demand for Portugal has 

a negative impact on the evolution of the Portuguese economy in 2019 but contributes to its slight 

recovery in 2020. In fact, the MF's macroeconomic scenario is underpinned by a deceleration of 

external demand for Portugal to 2.6% in 2019, followed by a recovery to 3.1% in 2020. The short-

term interest rate is expected to remain unchanged at -0.3% in both 2019 and 2020. The exchange 

rate of the euro against the dollar should register a progressive depreciation trajectory from 1.18 

in 2018 to 1.13 in 2019 and to 1.12 in 2020, thus benefiting Portuguese exports to the area outside 

the euro zone. The average price of Brent's barrel is also expected to show a progressive reduction, 

from 71.5 dollars in 2018 to 63.1 dollars in 2019 and to 57.8 American dollars in 2020. 

Chart 1 frames the scenario underlying the DBP/2020 with previous macroeconomic forecasts of 

the MF, inherent to the SP/2019 and the SB/2019. 

 

Chart 1 - Comparison of the forecasts included in the DBP/2020, SP/2019 and SB/2019 (variation, %) 

 
Real GDP Private consumption Public consumption 

   
FBCF Exports Imports 

   
HICP GDP deflator Unemployment rate (% of labour 

force) 

   
Source: MF - DBP/2020, SP/2019 and SB/2019.  

Conciliation with previous MF forecasts 

On 23 September 2019, INE made available new Quarterly National Accounts series and revised 

the benchmark year, incorporating new information and some methodological changes. As already 

mentioned by the institutions that updated macroeconomic projections for Portugal (BdP and CFP), 
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this revision led to a significant upward revision of the level and growth rate of GDP in 2017 and 

2018, statistical changes that materially affect the projection exercises and, therefore, limit the 

comparability of the new macroeconomic scenarios with those previously made. For this reason, 

the Box only compares the MF, BdP and CFP projections, and does not include forecasts under the 

responsibility of the EC, IMF and OECD prepared before the release of the new GDP series.  

Box - Forecasts and projections for the Portuguese economy 

In 2019, the estimate of the Ministry of Finance (MF) points to real GDP growth of 1.9%, the same as projected by CFP and 

0.1 p.p. below that projected by the Banco de Portugal (BdP), which reflects an expectation of economic deceleration from the 

2.4% growth recorded in 2018. In the MF scenario, private consumption should decelerate to 2.2% in 2019 (-0.9 p.p. compared 

to 2018), with this forecast standing between the 2.1% projected by the CFP and the 2.3% of the BdP. Regarding public 

consumption, the MF expects its rate of change to remain unchanged at 0.9% in 2019, which is higher than both the 0.5% 

anticipated by the BdP and the 0.7% projected by the CFP. In the case of GFCF, the MF anticipates a significant acceleration 

from 5.8% in 2018 to 8.2%, which is the highest value when compared to the 7.2% estimated by the BdP and the 7.6% projected 

by the CFP. Regarding the dynamics of foreign trade, the MF expects exports to grow by 2.9% in 2019, which, despite reflecting 

a deceleration of 0.9 p.p. compared to 2018, is the highest value when compared to the 2.3% of the BdP and the 2.7% 

anticipated by the CFP. The same should occur with the growth rate of imports, since the forecast of 5.4% expected by the MF 

for 2019 is higher than the 4.6% projected by the other two institutions considered in Table 2. Regarding the evolution of 

prices, the MF forecasts a change in the HICP of 0.8%, a figure higher than the 0.4% and 0.3% anticipated by the BdP and CFP, 

respectively. However, the MF forecast for the rate of change of the GDP deflator is the same as that of the CFP and is expected 

to be 1.3% in 2019. The labour market in 2019 should maintain the positive trajectory started in 2013, with the MF estimating 

an unemployment rate of 6.3% of the labour force, with this forecast being between the 6.2% of the CFP and the 6.4% of the 

BdP. In this context, the MF scenario points to employment growth of 1.1%, between 0.9% of BdP and 1.2% of CFP. The net 

lending of the economy, according to the MF, is expected to remain positive in 2019, although the external balance is expected 

to deteriorate from 1.2% of GDP in 2018 to 0.3% of GDP in 2019. This figure is, however, slightly more conservative than the 

net financing capacity of the economy projected by CFP (0.4% of GDP) and the BdP (0.5% of GDP). The deterioration of the 

Portuguese economy's financing capacity should occur in a scenario in which the trade balance will become negative, with the 

MF expecting it to stand at -1.0% of GDP in 2019, which compares with -0.6% of GDP from CFP and -0.7% of GDP from BdP. 

For 2020, in view of the non-existence of further macroeconomic projections prepared in accordance with the Annual National 

Accounts - Benchmark year 2016 released by INE last September in addition to those of the CFP, the MF scenario will not be 

compared. 
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Table 2 - Projections and forecasts for the Portuguese economy 

 

 
Source: 2018: INE. 2019-2020: BdP – Economic Bulletin, October 2019; CFP – Public Finance: Position and Constraints 2019-

2023 (Update), October 2019; MF - DBP/2020, October 2019. 

 

 

 

 

 

 

Year 2018

Institution and publication BdP CFP MF CFP MF

Publication date Oct19 Oct19 Oct19 Oct19 Oct19

Real GDP and components (change, %)  

GDP 2.4 2.0 1.9 1.9 1.7 2.0

Private consumption 3.1 2.3 2.1 2.2 1.9 2.1

Public consumption 0.9 0.5 0.7 0.9 1.2 0.9

Investment (GFCF) 5.8 7.2 7.6 8.2 5.2 5.0

Exports 3.8 2.3 2.7 2.9 3.1 3.9

Imports 5.8 4.6 4.6 5.4 4.0 4.1

Contributions to real GDP growth (p.p.)

Domestic demand 3.2 - 2.7 3.0 2.1 2.0

Net exports -0.8 - -0.8 -1.0 -0.4 -0.1

Prices (change, %)

GDP deflator 1.6 - 1.3 1.3 1.1 1.4

Private consumption deflator 1.3 - 1.0 1.2 1.1 1.4

Public consumption deflator 1.8 - 1.8 1.3 1.1 1.5

GFCF deflator 3.0 - 1.5 2.0 1.0 1.6

Exports deflator 2.1 - 1.0 1.0 1.0 1.0

Imports deflator 2.4 - 0.8 1.0 0.9 1.0

HICP 1.2 0.4 0.3 0.8 0.6 1.6

Nominal GDP

Change (%) 4.1 - 3.3 3.3 2.8 3.5

Level ('000 M€) 203.9 - 210.6 210.6 216.4 217.9

Labour market (change, %)

Unemployment rate (% labour force) 7.0 6.4 6.2 6.3 6.0 5.9

Employment 2.3 0.9 1.2 1.1 0.6 0.7

Compensation per employee 2.5 - 3.0 2.7 2.4 2.9

Apparent labour productivity 0.1 - 0.7 0.8 1.1 1.2

External sector (% GDP)

Net lending 1.2 0.5 0.4 0.3 0.0 0.4

Current account 0.1 - -0.3 -1.0 -0.8 -0.8

Trade Balance 0.1 -0.7 -0.6 -1.0 -1.0 -1.0

Balance of primary income and transfers 0.1 - 0.3 0.0 0.2 0.2

Capital account 1.0 - 0.7 1.2 0.8 1.2

Cyclical developments

Potential GDP (change, %) - - 2.0 1.9 2.2 1.9

Output gap (% potential GDP) - - 1.6 1.6 1.1 1.7

Public finance (% GDP)

Budget balance -0.4 - 0.1 -0.1 0.3 0.0

Public debt 122.2 - 118.5 119.3 116.2 116.2

2019 2020
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MAIN CONSIDERATIONS 

The macroeconomic scenario underlying the DBP/2020 is presented in a particular context. On the 

one hand, according to the framework in the legislature, this scenario does not consider new policy 

measures for the year 2020, not even those considered in the Stability Programme 2019-2023. On 

the other hand, given the new benchmark year of national accounts published by INE in September, 

this is the first MF scenario to incorporate this information, with only Banco de Portugal's 

projections for 2019 and CFP's for 2019-2020 existing as elements of the framework of the outlook 

for the national economy.  

However, CFP should highlight some important aspects underlying this scenario, since it is 

expected to serve as a basis for the macroeconomic scenario to be prepared for the State Budget 

Proposal for 2020.  

Chart 2 - Forecast intervals associated with MF forecasts (change, %) 

 

Real GDP GDP deflator 

  

Exports Imports 

   

Source: DBP/2020; CFP - confidence band calculations based on the State Budget reports 1997-2009.  

For 2019, the MF scenario appears to be the most likely one in terms of the evolution of GDP and 

most of its components and is based on the scenarios published up to the date of publication of 

this Opinion (see Box). The gain in market share considered for 2019 in exports of goods and 

services should be noted, a potentially optimistic assumption, but which is mitigated by the 

dynamics of imports of goods and services for GDP growth purposes.  

It should be noted that, given INE's significant revision for real GDP growth in 2017 and 2018, as 

well as for the first half of 2019, the MF's maintenance of estimated growth for 2019 compared to 

the SP/2019 (at 1.9%) implies that this scenario was either too optimistic at the time of its 
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preparation or the economic slowdown now estimated for 2019 is stronger than previously 

expected by the MF (Chart 1). 

For 2020, the acceleration profile of economic growth considered by the MF entails high downside 

risks, considering the deterioration of the economic outlook in the main trading partners of the 

Portuguese economy.  

Chart 3 - Elasticity of imports of goods and services vis-à-vis global demand 

 
Sources: INE, DBP/2020 and CFP calculations 

The dynamics of external trade is the main determinant of this acceleration. The MF foresees for 

2020 an acceleration of exports simultaneously with a deceleration of imports compared to 2019. 

Exports of goods and services increase the pace of growth by 1.0 p.p. to 3.9% in 2020. This forecast 

assumes increases in market share gains: 0.3 p.p. in 2019 and 0.8 p.p. in 2020. 

The MF's forecast of a slowdown in the pace of growth of imports of goods and services by 1.3 p.p. 

to 4.1% in 2020 implies an unjustified fall in the elasticity of imports to global demand, from 1.8 in 

2019 to 1.6 in 2020 (Chart 3). Ceteris paribus, the maintenance in 2020 of the elasticity of imports 

in relation to estimated global demand for 2019 (1.8) would, in this scenario, lead to a 4.7% growth 

in imports and a slowdown in the pace of real GDP growth to 1.7%.  

It should also be noted that the CFP had already issued an opinion on the trajectory of acceleration 

for economic activity that the MF admitted in the SP/2019 to 2021-2023, now anticipated for 2020 

in a context of worsening of downward risks of an external nature.   
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CONCLUSION 

The conclusion of this review by the Portuguese Public Finance Council takes into account the 

principles of Article 8 of the Fiscal Framework Law (Law 151/2015 of 11 September): "The budgetary 

projections underlying the budgetary planning documents shall be based on the most likely 

macroeconomic scenario or on a more cautious scenario". This same guiding principle of using 

realistic forecasts for the conduct of fiscal policies is also reflected in European legislation, in 

particular in the Stability and Growth Pact and in Directive No 2011/85/EU of 8 November 2011 

laying down requirements on Member States' budgetary frameworks. 

In accordance with Article 4(4) of Regulation (EC) No 473/2013 of the European Parliament and of 

the Council of 21 May 2013, as a result of the analysis of the macroeconomic forecasts underlying 

the Draft Budgetary Plan for 2020, the Public Finance Council qualifiedly endorses the 

estimates and forecasts presented, taking into account that: 

1. The absence of comparable macroeconomic forecasts produced by other institutions 

makes it difficult to assess their probability; 

2. The elements explained in this opinion regarding the behaviour of the demand 

components, in particular exports and imports in 2020, do not allow us to consider 

the scenario presented as prudent, given the high downside risks to the forecast 

acceleration of economic activity in 2020.  
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