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EXECUTIVE SUMMARY 

 

Macroeconomic prospects 

The CFP (Public Finance Council) macroeconomic scenario anticipates 

a recovery in the real growth of the Portuguese economy to 4.7% in 

2021 and 5.1% in 2022, compared to a contraction of 7.6% in 2020. 

In the medium term, under unchanged policies, the growth of 

economic activity should converge to values around the growth of 

potential output (2.0%). 

CFP's outlook for the growth of the Portuguese economy is now 

stronger than the scenario published in March 2021. The revision of 

the macroeconomic scenario is supported by the assumption that 

the pandemic will have a more moderate economic impact, taking 

into account the positive developments of the vaccination campaign 

in Portugal, the decrease in infection rates and the ongoing 

moderation of the measures to restrict economic activity and also by 

the incorporation of the Recovery and Resilience Plan (RRP) 

approved in the meantime. 

Summary of the CFP macroeconomic scenario (change, %) 

 

Sources: CFP projections (2021-2025) and INE (2020). 

2020 2021 2022 2023 2024 2025

Produto Interno Bruto - 7,6 4,7 5,1 2,9 2,2 2,0

Consumo privado -5,8 4,5 4,1 3,2 2,6 2,3

Consumo públ ico 0,4 4,2 1,7 1,2 1,2 1,1

Formação Bruta de Capital  Fixo -1,8 5,9 7,1 4,6 3,6 3,2

Exportações -18,6 10,3 10,7 6,6 3,3 3,2

Importações -11,9 10,0 7,9 6,8 4,1 3,9

Contributo da procura interna (p.p.) -4,6 4,8 4,2 3,1 2,6 2,4

Contributo das exportações l íquidas (p.p.) -3,0 -0,1 0,9 -0,2 -0,4 -0,4

T axa de desemprego (% pop. ativa) 7,0 7,3 6,9 6,5 6,4 6,4

Emprego -1,7 1,5 1,3 0,7 0,4 0,3

Cap. l íq. de financiamento face ao exterior (% PIB) 0,1 0,1 1,6 1,7 1,0 0,6

Bal ança de bens e serviços (% PIB) -2,0 -2,5 -1,7 -1,7 -1,9 -2,1

Defl ator impl ícito do PIB 2,4 0,8 1,9 1,7 1,6 1,6

Indice Harmonizado de Preços no Consumidor -0,1 0,8 1,6 1,4 1,5 1,5

Hiato do produto (% Produto potencial ) -5,7 -3,1 -0,5 0,2 0,4 0,3

Gross Domestic Product 

Private Consumption 

Public Consumption 
 

Gross Fixed Capital Formation 
 

Exports 
 

Imports 
 
 

Contribution of domestic demand (p.p) 
 

Contribution of net exports (p.p) 
 

Unemployment rate (% of active population) 
 

Employment 
 

Net lending vis-à-vis the rest of the world (% of GDP) 
 

Balance on goods and services (% of GDP) 
 

Implicit GDP deflator 

Harmonised Index of Consumer Prices 
 

Product Hilato (% Potential product) 
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The projected dynamics of economic activity in the near term is 

mainly due to the strong recovery in the contribution of domestic 

demand as well as to an improvement in the contribution of net 

exports. The upward revision in the contribution of domestic 

demand is based on expectations of a more intense recovery in 

private consumption and GFCF, the latter influenced by the RRP. 

The current scenario anticipates private consumption growth to 

recover to 4.5% in 2021, mainly reflecting the realisation of 

consumption expenditure postponed during the pandemic crisis and 

reduced levels of savings for precautionary reasons, in a context of 

increased household confidence - motivated by the vaccination 

campaign against COVID-19 and the lifting of containment measures 

- and favourable prospects in the labour market. In 2022, private 

consumption is expected to resume to the levels observed in the pre-

pandemic period, anticipating a slight deceleration to a growth of 

4.1%. 

The growth rate of GFCF in volume is expected to recover to 5.9% in 

2021, and to 7.1% in 2022, mainly reflecting the absorption of RRP 

funds in the economy, as well as the expected recovery of domestic 

and external demand in this period and the maintenance of 

favourable financing conditions.  

The projected improvement in the contribution of net exports is 

mainly based on the strong recovery estimated for exports of goods 

and services in volume, whose growth rate is expected to recover to 

10.3% in 2021 and 10.7% in 2022. This dynamic reflects a faster 

recovery in exports of goods and a slower rebound in exports of 

services, particularly those related to tourism and associated 

activities, as long as restrictions on international travel due to the 

pandemic crisis remain. 

Based on available information and the policy measures considered, 

this scenario projects the recovery of the Portuguese economy to 

the pre-pandemic real GDP level in early 2022. 

The gradual recovery of economic activity in 2021 and 2022 should 

translate into an improvement in labour market indicators, 

anticipating employment growth of 1.5% and 1.3%, respectively. The 

unemployment rate is expected to increase to 7.3% in 2021, starting 

a downward trajectory from 2022. In the following years, the pace of 

employment growth should gradually decelerate to 0.3% in 2025, 

allowing a stabilization of the unemployment rate around 6.4%. 

This scenario also envisages an increase in inflation, measured by the 

Harmonised Index of Consumer Prices (HICP), to 0.8% in 2021 and 

1.6% in 2022, stabilising in the following years at around 1.5%. 
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Budgetary prospects 

The update of the medium-term budgetary projection, under the 

unchanged policies scenario, maintains the outlook for a recovery 

path of the fiscal balance until 2025, without, however, reaching the 

balance reached in 2019. 

For 2021, the CFP estimate points to a slight upward revision of the 

deficit to 4.2% of GDP, 0.1 p.p. more than anticipated in the March 

exercise. The greater estimated impact of the exceptional measures 

in response to the pandemic crisis compared to what was assumed in 

the previous projection is the main factor explaining this update. The 

CFP estimates that the net impact of these measures on the balance 

may reach -2% of GDP this year, 0.3 p.p. of GDP lower than in 2020. 

Even so, the revised estimate for the budgetary balance in 2021 

remains less unfavourable than that forecast by the Government in 

the State Budget proposal for 2021 (-4.3% of GDP) and more 

recently, in the Stability Programme (-4.5% of GDP) presented last 

April. 

The improved economic growth prospects anticipated in the 

macroeconomic scenario update, associated to the reversal of the 

measures to combat the pandemic that progressively contribute to 

the return to the normal functioning of the economy, support the 

continuation of an annual reduction of the fiscal imbalance over the 

projection horizon. Thus, between 2021 and 2023, the deficit is 

projected to decrease from 4.2% of GDP to 1.6% of GDP and 

practically stabilise in the last two years of the scenario, standing at 

1.4% of GDP in 2024 and 1.3% in 2025. 

According to the projection, the primary balance, which excludes the 

interest burden, is projected to return to a surplus position only in 

2023, resuming from that year onwards a path of primary surpluses 

interrupted in 2020.  
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Summary of the CFP fiscal scenario (% of GDP) 

 

      Sources: CFP projections (2021-2025) and INE (2020). 

 

Public expenditure is projected to decrease its share of nominal GDP 

between 2020 and 2025 by 5.5 p.p. of GDP, reaching 43% in 2025. 

Compared to the March exercise, the update of the CFP projection 

for 2021 incorporates an upward revision of the estimate of general 

government expenditure to 48.3% of GDP (an increase of 0.7 p.p. of 

GDP). This change is mainly explained by the increase in: (i) 

expenditure on social benefits, subsidies and intermediate 

consumption, which reflects the incorporation of the information on 

the budgetary implementation of the COVID-19 measures until July 

(0.6 p.p. of GDP); and (ii) capital expenditure (0.3 p.p. of GDP), which 

underpins the acceleration of structural investment and the start of 

projects associated to the Recovery and Resilience Plan (RRP), 

according to the new information contained in the PE/2021. In 2021, 

the measures implemented within the scope of COVID-19 will also 

have an impact on the level of current primary expenditure. From 

2022 onwards, the evolution of current primary expenditure is 

determined not only by the macroeconomic framework implicit in 

the budgetary scenario, but also by the reversal of the support 

measures for households and businesses adopted to mitigate the 

effects caused by the pandemic in 2021.  

The CFP projection update indicates that the share of general 

government revenue will decrease by 1.1 p.p. of nominal GDP by 

2025 (from 42.8% of GDP in 2020 to 41.7% of GDP in 2025). The 

downward trend of total revenue as a percentage of GDP is 

expected to be determined by the expected evolution of current 

revenue (-1.6 p.p. of GDP between 2020 and 2025), since the share 

of GDP held by capital revenue is projected to increase (0.5 p.p. of 

GDP). In 2021, the revenue-to-GDP ratio shall reach the highest value 

in the projection, 44%, justified by the impacts on capital revenue 

and other current revenue (by 0.9 p.p. of GDP for both) resulting 

2021 2022 2023 2024 2025

Receita total 42,8 44,0 42,7 42,1 41,9 41,7

Receita fiscal  e contributiva 37,0 36,5 36,2 36,1 36,0 35,8

Receita fiscal 24,3 24,0 24,0 24,0 24,0 24,0

Contribuições sociais 12,6 12,5 12,2 12,1 11,9 11,8

Receita não fiscal  e não contributiva 5,8 7,5 6,5 6,0 6,0 5,9

Despesa primária 45,6 45,7 42,8 41,4 41,1 40,8

Despesa corrente primária 41,5 41,6 38,5 37,7 37,4 37,1

Despesa de capital 4,1 4,1 4,3 3,7 3,7 3,7

Saldo primário -2,8 -1,7 -0,1 0,7 0,9 0,9

Juros 2,9 2,5 2,3 2,3 2,2 2,2

Despesa total 48,5 48,3 45,1 43,7 43,3 43,0

Saldo orçamental -5,7 -4,2 -2,4 -1,6 -1,4 -1,3

Sal do ajustado de medidas one-off -5,0 -4,5 -2,4 -1,6 -1,4 -1,3

Dívida pública 133,6 128,7 122,5 119,5 116,3 114,1

Projeção CFP
2020

Total revenue 

Tax and contributory income 

Tax revenue 

Tax contributions 

Non-tax and non-contributory 

revenue 

Primary expenditure 

Primary current expenditure 

Capital expenditure 

Primary balance 

Interest 

Total Expenditure 

Budgetary balance 

Balance adjusted for one-off 

measures 

Public debt 
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from: (i) European funds under the REACT-EU initiative and the 

amount related to the PRR; and (ii) two one-off measures that 

amount to 0.5% of GDP, the return of the commission paid to FEEF 

(pre-paid margin) and the recovery of the remaining amount related 

to the BPP guarantee. Excluding the impact of one-off measures, 

total revenue would be 43.5% of GDP. In the remaining years of the 

time horizon, the evolution is strongly influenced by the revenue 

from capital transfers received under the RRP and by the projected 

path for GDP, which, being higher than the variation of the 

macroeconomic bases (of social contributions, direct and indirect 

taxes, and sales), contributes to the reduction of its relative weight, 

with revenue being projected at 41.7% of GDP in 2025.  

In budgetary terms, it is on the evolution of the government debt 

ratio that the upward revision of the macroeconomic scenario has 

the largest impact. The debt ratio is projected to be on a declining 

path over the whole projection horizon. Thus, the public debt ratio is 

forecast to reach 114.1% of GDP in 2025, down 19.5 p.p. on that 

recorded in 2020, with the pace of decline being more significant in 

the first two-year period. In this exercise, it is expected that in 2024 

the debt will reach a value lower than the pre-pandemic period, one 

year earlier than that published in March. The trajectory now 

presented reflects on the one hand, the upward revision of nominal 

GDP growth and, to a lesser extent, a more favourable outlook for 

debt developments in nominal terms compared with the March 

projection (resulting from the revision of the fiscal balance). GDP 

evolution remains a key determinant of the debt path over the whole 

projection horizon, as in the previous exercise. Between 2020 and 

2025, the debt dynamics is essentially determined by a favourable 

dynamic effect (or what may be termed a reversed snowball effect), 

which shows a higher contribution from GDP growth than from the 

interest rate, justifying 17.9 p.p. of the 19.5 p.p. of GDP reduction 

that is expected for the public debt ratio.  

With regard to contingent liabilities assumed by the Public 

Administrations, particularly by the State, under lines of credit to 

support the economy created as a response to the pandemic, the 

total guarantees issued in 2020 amounted to 6.4 billion euros 

(compared to a total credit allocation of 8.1 billion euros). Although 

Banco Português de Fomento was asked to provide more recent 

data on developments in the first half of 2021, it was not possible to 

obtain such data at the cut-off date for this report. However, to date, 

the CFP has ascertained that more lines of support have been 

opened in 2021, totalling €1.6 billion, raising the overall allocation 

for these lines to €9.7 billion, €9.2 billion of which under the 

Temporary State Support Framework. It should be remembered that 

this framework, approved by the European Commission in March 

2020, has a maximum of 13 billion euros. In parallel, and although it 

was not possible to have more up-to-date data on the State's 

responsibilities regarding guarantees from the Directorate General 

of Treasury and Finance, it was possible to ascertain that at least 

200.7 M€ of personal guarantees were granted up to July 2021 to 
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ensure the counter-guarantees provided by the FCGM under those 

lines of support, in addition to the 856.7 M€ issued in 2020. 

 

Risks 

As in previous reports, the main macroeconomic risks facing the 

current projection exercise of the CFP are directly or indirectly 

related to the evolution of the pandemic situation and are mostly of 

a downward nature, which may affect not only the recovery of the 

Portuguese economy, but also that of its main economic partners. 

Namely: (i) the delay in vaccination processes in partner economies 

or the appearance of new variants that will reduce the effectiveness 

of currently available vaccines, may lead to a delay in the lifting of 

restrictions, negatively affecting the recovery of the economy, in 

particular through the tourism sector; ii) the delay in the recovery of 

the economy, which may increase the risk of insolvencies in the 

business sector and, consequently, an increase in unemployment and 

a decrease in household income, which associated with their high 

indebtedness, increases the risk of an increase in non-performing 

loans, especially after the end of moratoria, with an impact on 

liquidity conditions in the economy; and iii) the high level of 

indebtedness of companies, households and the general 

government, which carries downward risks to the maintenance of 

favourable financing conditions of the economy over the projection 

horizon. 

It is also important to mention the NextGenerationEU instrument, 

which aims to mitigate the adverse impacts generated by the Covid-

19 pandemic and which includes the RRP, according to which an 

annual implementation of close to 3 billion euros is expected by the 

end of 2026. A lower-than-expected implementation of the 

programme or the possibility of its impact on GDP being lower than 

projected constitute significant downside risks to the current 

macroeconomic scenario. 

At budgetary level, the risks listed above, firstly, the risk that the 

control of the pandemic and the desired return to normality will take 

longer to be achieved than expected, may lead to the need for a 

further extension of the measures adopted in the context of the 

pandemic or the adoption of additional measures, with unfavourable 

implications for the budget balance. 

There is also a potentially high risk on the fiscal balance and on the 

public debt ratio in the coming years, related with the possible 

materialisation of contingent liabilities of general government in 

public expenditure. In this domain reference should be made to the 

activation of State guarantees granted under some pandemic 

response measures and the bank moratoria, with total loans of 36.8 

billion euros at the end of July 2021. Regarding these, there is the 

risk of the eventual need for intervention and support to the 
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financial sector, although mitigated by the low interest rate 

environment and the fact that most banks have already constituted 

impairments for credit with higher risk, thus integrating in their 

balance sheets some of the effect of the end of moratoria, generally 

expected for September 2021. 

The following downside risks to the budgetary balance are also of 

note: the possibility of full use of the EUR 3.89 billion provided for in 

the Novo Banco Contingent Capitalisation Agreement (the CFP 

projection incorporates only the amount paid to date, and an 

additional maximum amount of EUR 597 million may still be 

requested) and that the impact of state support for TAP may be 

greater than the EUR 3.188 billion forecast up to 2022 (the initial 

proposal of the Restructuring Plan indicated financing needs of 

between EUR 3.414 billion and EUR 3.725 billion up to 2024); the 

potential impact of support measures to other public sector entities, 

namely in the transport sector, particularly affected by the 

pandemic; the materialisation of budgetary pressures on current 

primary expenditure, namely on social benefits (effect on pension 

expenditure due to the ageing population), personnel expenditure 

(progressions and promotions) and intermediate consumption 

(related to the claims of private partners under PPP projects). 

Conversely, a higher growth of social contributions than of wages (as 

observed in the most recent period), a higher elasticity of tax 

revenue with respect to the tax bases, lower implementation of 

public investment supported by national financing or less intense 

growth of social transfers may translate into more favourable 

developments than projected for the fiscal balance in this time 

horizon. 

 


