
IN-DEPTH ANALYSIS  
 
  
 

Economic Governance Support Unit (EGOV) 
Authors: Samuel De Lemos, Cristina Dias, Kristina Grigaitė,  

Kai Spitzer, Dirk Verbeken, Ovidiu Turcu 
Directorate-General for Internal Policies 

PE 699.548 - September 2022 

EN 

Economic Dialogue with 
Portugal 
ECON on 8 September 2022  
This note presents selected information on the current status of the EU economic governance procedures and 
related relevant information in view of an economic dialogue and exchange of views with Fernando Medina, 
Minister of Finance of Portugal, in the ECON committee of the European Parliament. The invitation for an 
exchange of views is in accordance with the EU economic governance framework. The last exchange of views 
with the Portuguese authorities took place in November 2016.  

Fernando Medina holds a degree in economics from the University of Porto’s Faculty of Economics and a 
Master in Economic Sociology from the Lisbon’s School of Economics and Management (University of 
Lisbon). He was appointed Minister for Finance on 30 March 2022. He has been Mayor of Lisbon (2015-2021) 
and served as Secretary of State for Employment and Professional Training between 2005 and 2009. 

On 26 August, Portugal’s government sent the European Commission a document outlining the priorities 
the country envisages for the upcoming 2023 Commission work programme, due to be presented in 
October, and ahead of the “state of the Union address” President Von den Leyen is due to present to the 
European Parliament on 14 September. 

Key findings from Commission 2022 Country Report: 

Portugal’s RRP includes measures to:  

• increase employment, address youth unemployment and reduce labour market segmentation;  
• improve skills of adult population, including those related to the digital transition;  
• ensure the resilience and inclusiveness of the social protection, health and long-term care systems in view of the 

demographic shifts;  
• strengthen the budgetary framework and the financial sustainability of state-owned enterprises; and 
• improve business environment, including digitalisation, firms’ productivity, the R&I system, and firms’ access to 

financing. 
Beyond the above reforms and investments, the Commission considers that Portugal would benefit from: 

• simpler tax and social protection systems to reduce the associated administrative burden, improve the business 
environment, and strengthen the effectiveness and adequacy of minimum income and other social benefits; 

• boosting the economic potential of all regions to promote social and territorial cohesion and develop new 
sources of growth; 

• making the public sector more attractive to skilled and talented staff, to improve the efficiency and performance 
of the public sector workforce; 

• improved water management to strengthen resilience against the effects of climate change; 
• improved waste management to support the transition towards a circular economy and help meet EU recycling 

and landfilling targets on a sustainable basis; 
• further deployment of wind and solar energy, including offshore, and the strengthening of energy 

interconnections and transmission infrastructure; and 
• further sustainable transport and improved energy efficiency framework. 

https://www.europarl.europa.eu/RegData/etudes/BRIE/2014/497736/IPOL-ECON_NT(2014)497736_EN.pdf
https://www.portugal.gov.pt/en/gc23/ministries/finance
https://www.portugal.gov.pt/download-ficheiros/ficheiro.aspx?v=%3d%3dBQAAAB%2bLCAAAAAAABAAzNDY0MQUAF4nNcAUAAAA%3d
https://www.europarl.europa.eu/sedcms/documents/PRIORITY_INFO/706/SYN_POJ_September_STR_EN.pdf
https://ec.europa.eu/info/system/files/2022-european-semester-country-report-portugal_en.pdf
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1. Economic situation 
GDP increased by a solid 7.1% in the year to the second quarter of 2022, albeit with a rapidly slowing 
momentum. The Portuguese economy suffered one of Europe’s largest contractions in 2020 - GDP fell by -
8.4% y-o-y - due to a sharp decline in private consumption and a collapse in tourism. The effective vaccine 
rollout, solid employment growth, pent up domestic demand, and a gradual return of tourism fuelled the 
strong 2021 recovery - GDP up 4.9% y-o-y, which spilled into the first quarter of this year when GDP 
expanded in volume terms by 2.5% quarter-over-quarter. In the second quarter, however, GDP was flat, still 
in volume terms. The Commission expects GDP to grow by 6.5% in 2022 and by 1.9% in 2023, while 
the IMF is slightly more pessimistic and forecasts 5.8% growth in 2022, and a similar 1.9% in 2023.  

Portugal's harmonised index of consumer prices (HICP) rose by 9.4% year on year in July, the highest 
rate recorded since the start of the HICP series in 1996. Strong price growth mainly reflects high global 
energy costs and supply-chain issues, which have been exacerbated by Russia's invasion of Ukraine. 
However, inflationary pressures are becoming more broad-based (core inflation reached 6.2% in July, the 
highest since 1994). Conversely, the annual rate of change of the index for energy products decreased to 
31.2% (31.7% in June 2022) and the rate for unprocessed food was 13.2% (11.9% in the previous month). The 
most recent Commission HICP inflation forecast amounts to 6.8% HICP inflation in 2022 and 3.6% in 2023. 
This compares with 7.6% and 4.0% respectively in 2022 and 2023 for the euro area. 

The government’s response to the pandemic 
along with the economic recession increased the 
debt-to-GDP ratio to 135.2% in 2020, nearly a 19 
percentage point of GDP increase from 2019. Despite 
the large increase in the stock of debt, the cost of 
servicing that debt has declined in recent years. 
Portugal’s favourable funding profile with long 
average maturities mitigates risk associated with 
tighter than expected financing conditions. Most 
recent official assumptions are for interest costs to be 
1.9% of GDP by 2026, down from 3.0% in 2019. 
Likewise, Portugal’s debt dynamics point to a rapid 
decline of debt, which fell to 127.4% of GDP in 2021, 
and is set to reach 120.7% this year.  

The unemployment rate fell from 6.6% in 2021 to 5.9% in July 2022, in tandem with the output 
recovery. Employment and labour force participation in 2021 already surpassed the 2019 level and 
unemployment reached 5.9 percent by July 2022. The young, low-skilled, and workers with temporary 
contracts―disproportionately hired in the contact-intensive sector—were worse affected. At the same 
time, many sectors are faced with labour shortages (in high and low skills), partly reflecting early retirement 
during the pandemic and lower foreign workers inflow. 

According to the Commission, the adequacy of the minimum income is low at 37.5% of the poverty 
threshold (EU: 58.9%) and the coverage of social benefits is weak. Gaps also persist in formal coverage 
for non-standard workers. In-work poverty remains also relatively high. The rate of employed people at risk 
of poverty was 9.5% in 2020, with stronger incidence amongst part-time workers.  

Box: Some recent sovereign bond ratings 
On August 26th, DBRS upgraded the Portuguese 
Republic Long-Term Foreign and Local Currency 
rating from BBB (high) to A (low) and the outlook 
from positive to stable and confirmed Portugal’s 
Short-Term Foreign and Local Currency – Issuer 
Ratings at R-1 (low) with Stable trends. DBRS justify 
the change “considering that credit vulnerabilities to 
Portugal linked to external shocks are receding and 
macroeconomic prospects are improving”. On 6 May, 
Fitch Ratings revised the outlook on Portugal's Long-
Term Foreign-Currency Issuer Default Rating (IDR) to 
Positive from Stable and affirmed the IDR at 'BBB'. 

 

https://www.ine.pt/
https://www.ine.pt/
https://economy-finance.ec.europa.eu/economic-surveillance-eu-economies/portugal/economic-forecast-portugal_en
https://www.imf.org/en/Publications/CR/Issues/2022/06/30/Portugal-2022-Article-IV-Consultation-Press-Release-Staff-Report-and-Statement-by-the-520191
https://www.ine.pt/xportal/xmain?xpid=INE&xpgid=ine_destaques&DESTAQUESdest_boui=540322113&DESTAQUESmodo=2
https://www.ine.pt/xportal/xmain?xpid=INE&xpgid=ine_destaques&DESTAQUESdest_boui=540322113&DESTAQUESmodo=2
https://ec.europa.eu/info/system/files/2022-european-semester-country-report-portugal_en.pdf
https://www.dbrsmorningstar.com/research/401839/dbrs-morningstar-upgrades-the-republic-of-portugal-to-a-low-trend-changed-to-stable
https://www.fitchratings.com/research/sovereigns/fitch-revises-portugal-outlook-to-positive-affirms-at-bbb-06-05-2022
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2. Country Specific Recommendations and related assessments  

2.1 Public finances 

As regards Portugal’s public finances, the Recitals accompanying the July Council’s 2022 Country Specific 
Recommendations (CSRs)1 highlight that: 

• The government phased out in 2022 the majority of the temporary measures taken in response to 
the COVID-19 crisis, such that its impact is projected to decline from 2,2% of GDP in 2021 to 0,7% in 
2022.  

• The general government deficit in 2022 is expected to be impacted by the measures adopted to 
counter the economic and social impact of the increase in energy prices, which in the Commission's 
2022 spring forecast are estimated at 0,6% of GDP in 2022 and to be fully reversed by 2023. Those 
temporary measures mainly consist of social transfers to poorer households, cuts to indirect taxes on 
energy consumption, and subsidies to energy consumption. The Council considers that some of those 
measures are not targeted, in particular the general reduction in fuel tax. 

• The government is expected to broadly limit the growth of nationally financed current 
expenditure in 2022, as the significant expansionary contribution of nationally financed current 
expenditure in 2022 is mainly due to the measures to address the economic and social impact of the 
increase in energy prices, as well as the costs to offer temporary protection to displaced persons from 

                                              
1 Recitals 16-19 of 2022 CSRs to Portugal. 

2022 CSR ON FISCAL ISSUES TO PORTUGAL  
(adopted by Council in July 2022) 

COM forecast - Spring 20221 
(under no policy change scenario)2 

(% of GDP) 

Year 

Nominal  
budget 
balance 

 

Structural 
Budget 
Balance 

 

Fiscal Stance 
(excl. crisis-

related 
temporary 
emergency 
measures)4 

Nationally 
financed 
primary 
current 

expenditure 
(growth)5 

Debt 

CSR -1: In 2023, ensure prudent fiscal policy, in particular by 
limiting the growth of nationally financed primary current  
expenditure below medium-term potential output growth, 
taking into account continued temporary and targeted 
support to households and firms most vulnerable to energy 
price hikes and to people fleeing Ukraine. Stand ready to 
adjust current spending to the evolving situation. Expand 
public investment for the green and digital transitions, and 
for energy security taking into account the REPowerEU 
initiative, including by making use of the Recovery and 
Resilience Facility and other Union funds. For the period 
beyond 2023, pursue a fiscal policy aimed at achieving 
prudent medium term fiscal positions and ensuring credible 
and gradual debt reduction and fiscal sustainability in the 
medium term through gradual consolidation, investment  
and reforms. Improve the effectiveness of the tax and social  
protection systems, in particular by simplifying both 
frameworks, strengthening the efficiency of their respective 
administrations, and reducing the associated 
administrative burden. 

2022 -4.3 -1.9 -2 1.1 119.9 

2021 -5.2 -1.3 - - 127.4 

2020 -5.8 -1.8 - - 135.2 

https://data.consilium.europa.eu/doc/document/ST-9770-2022-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-9770-2022-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-9770-2022-INIT/en/pdf
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Ukraine. At the same time, the country is also expected preserve nationally financed investment, as 
recommended by the Council. 

Furthermore, the Council in its 2022 CSR 2 underlines that a more growth-friendly composition of public 
finances, on both the revenue and expenditure sides of the public budget, would support Portugal’s 
long-term fiscal sustainability, improve the business environment and contribute to an inclusive recovery.  

The Council mentions also that there is evidence indicating that Portugal’s tax system is rather 
cumbersome and not sufficiently transparent and that the economic efficiency of tax expenditures 
would benefit from being consistently monitored and assessed. It notes, in addition, that the recurrent cost 
of tax collection is relatively high in Portugal (20% higher than the EU-27 average in 2019) and the tax 
administration’s investment in information and communication technologies is low compared with the 
Union average (at 5,7% of the tax administration’s operating expenditure in 2019, it was close to half of the 
EU-27 average).  

Also the tax wedge on labour is slightly higher that the EU-27 average according to Commission 
assessments3 (see Figure 1)4.  

Figure 1: Tax wedge in Portugal in 2021 (%) 

 

Finally, according to Commission’s analysis 5, debt sustainability risks appear high over the medium term 
(see Figure 2). 

                                              
2 Recital 21 of 2022 CSRs to Portugal. 
3 See Annex 18 of Commission Country Report on Portugal. 
4 See also OECD overview of the tax wedge in Portugal: https://www.oecd.org/tax/tax-policy/taxing-wages-Portugal.pdf 
5 See Annex 20 of the Commission Country Report on Portugal. 

https://data.consilium.europa.eu/doc/document/ST-9770-2022-INIT/en/pdf
https://www.oecd.org/tax/tax-policy/taxing-wages-Portugal.pdf
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Figure 2: Heat map of fiscal sustainability risks for Portugal 

 

2.2 Macro-economic imbalances and resilience 

Portugal continues to experience macro-economic imbalances, as per a summary in the Commissions’ 
2022 European Semester Spring package Communication. The country “Vulnerabilities relate to high private, 
government and external debt in a context of low productivity growth. Non-performing loans have fallen 
considerably from high levels. After a temporary reversal in 2020 due to the COVID-19 crisis, those vulnerabilities 
resumed their downward trajectory in 2021. The current account balance turned negative in 2020 and 2021, 
mainly due to the pandemic-driven shock in the tourism sector, while the net international investment position 
improved considerably already in 2021, even beyond its pre-pandemic level. The private sector and government 
debt-to-GDP ratios resumed their downward trends in 2021 but remain above pre-pandemic levels and the 
former is still exceeding prudential levels. Going forward, private, government and external debts are expected to 
continue narrowing on the back of economic growth. The external position will also directly benefit from the RRF 
funds. Policy progress has been made to address imbalances and a successful implementation of the RRP can help 
in further narrowing them, but policy challenges remain”.  

The Commission’s in-depth review provides further details. The country's external position (as assessed 
by the net international investment position -NIIP), remains vulnerable but has evolved in a favourable 
direction in 2021 at 96% of GDP, after a temporary deterioration in 2020 due to the negative impact of 
COVID-19. The correction of current account deficits has largely contributed to this: they exceeded 10% 
of GDP until 2010 and then started to decline from 2011 due to a sharp contraction in aggregate demand, 
moving to a small surplus in 2013, which has been maintained until 2019. However, the current account 
turned negative in 2020 and 2021 (to -1.1% of GDP) due to increased net government borrowing related to 
fiscal support measures, but also due to a decline in exports partly as a result of the UK's withdrawal from 
the EU (6% of merchandise exports and the largest market for travel exports - around 18% of the total - in 
2019).  

According to Commission projections mentioned in its In-Depth Review, the current account balance is 
expected to remain negative, at -1.7% of GDP in 2022 and -0.6% in 2023, linked to rising energy prices (see 
next section below) but also to the sluggish recovery of the tourism sector. Indeed, Portugal's exposure to 
tourism has been strongly affected by the COVID-19 crisis. The accommodation and food services sector 
accounted for 6.1% of total gross value added in 2019, compared to an EU average of 2.9%. The tourism 
sector has started to recover recently, but remains below its pre-pandemic level. Overnight stays in tourist 
establishments have recovered from 38% of their 2019 level in October 2020 to 88% in October 2021.  

https://ec.europa.eu/info/system/files/2022_european_semester_spring_package_communication_en.pdf
https://economy-finance.ec.europa.eu/economic-and-fiscal-governance/macroeconomic-imbalances-procedure/depth-reviews_en
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For the Commission, further strengthening the external position over the medium term will require 
continued moderate current account surpluses and sustained nominal output growth. This requires 
productive investment, as included in Portugal's RRP (see also below). 

As for private debt, another important element of fragility exposed during the crisis a decade ago, after 
peaking at 211% of GDP in 2012, it declined to 149% of GDP in 2019, only to rise again to 164% in 2020, 
mainly via a denominator effect (lower GDP). The economic rebound in 2021, however, continued the trend 
of improvement in the private debt ratio, reaching 160%. The Commission estimates that both companies 
and households contributed to the decline in the private debt ratio in 2021. However, vulnerabilities in the 
debt structure, particularly in the corporate sector, remain. There remains a risk that the phasing out of state 
support measures and the potential side-effects on economic growth of the unprovoked Russian invasion 
of Ukraine could lead to further debt-related vulnerabilities in the private sector. 

Following the Commission assessment above, the Council recommended (CSR-2) to Portugal to proceed 
with the implementation of the RRP as agreed and swiftly finalise the negotiations with the 
Commission on the 2021–2027 cohesion policy programming documents with a view to starting their 
implementation. The Council states that this would help, inter alia, to reduce public, private and external 
debt, as the full implementation of the RRP will support growth while strengthening the resilience of the 
economy. Implementation of CSR 4 would also contribute to address vulnerabilities linked to high external 
debt in the longer term. 

According to the Council, beyond the measures included in the RRP, Portugal faces a number of 
additional challenges related to circular economy. On this basis, the Council adopted a recommendation 
(CSR-3) to Portugal to enhance the conditions for a transition towards a circular economy, in particular by 
increasing waste prevention, recycling and reuse to divert waste away from landfills and incinerators. 

2.3. Energy market developments and recommendations 

As regards Portugal’s energy market developments, the Recitals6, accompanying the July Council’s 2022 
Country Specific Recommendations (CSRs) highlight that: 

Portugal has a high share of renewables (one third of its energy mix) and is not highly dependent on 
Russian fossil fuels. However, oil and gas (mostly liquefied natural gas (LNG)) still represent two thirds of 
its primary energy supply at 42% and 24% respectively, according to 2020 data. Coal was phased out for 
electricity production in 2021, but gas consumption has increased rapidly in recent years, partly because of 
lower hydropower availability due to droughts. With 10% of gas imports coming from Russia, Portugal has 
a dependency ratio well below the Union average of 44%, due to its large reliance on LNG, and it does not 
import any oil and coal from Russia. Nevertheless, Portugal imports 100% of its fossil fuels.  

According to the Council reducing that overall import dependency will require further exploitation 
of the Portuguese solar and wind potential, particularly offshore, in particular by streamlining permitting 
procedures, and the strengthening of administrative capacity. Upgrading the electricity transmission and 
distribution grids, including with direct current technologies, as well as enabling investments in electricity 
storage and renewable hydrogen with the respective additional renewables capacity would make it possible 
to supply flexible and fast-responding energy, crucial for managing a system with a high share of 
renewables.  

The low level of electricity interconnection with Spain (and ultimately with France) also represents a 
challenge according to the Council for the resilience of the electricity system of Portugal and the 
Union. Additional cross-border interconnections could support greater integration of the renewable 
capacity of the Iberian Peninsula into the single energy market, including hydrogen-ready gas infrastructure 
                                              
6 Recital 27 of 2022 CSR to Portugal. 

https://data.consilium.europa.eu/doc/document/ST-9770-2022-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-9770-2022-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-9770-2022-INIT/en/pdf


Economic Dialogue with Portugal 

PE 699.548 7  
 

as it could contribute to diversifying gas supply in the internal market and help tap into the long-term 
potential for renewable hydrogen. 

Concluding from the above analysis, the Council has issued an energy sector related 
Recommendation (CSR-4), urging Portugal to “Reduce overall reliance on fossil fuels, including in the transport 
sector. Accelerate the deployment of renewables by upgrading electricity transmission and distribution grids,  
enabling investments in electricity storage and streamlining permitting procedures to allow for further 
development of wind, particularly offshore, and solar electricity production, as well as renewable hydrogen 
production. Strengthen the incentives framework for energy efficiency investments in buildings. Increase energy 
interconnections”. 

In the context of the discussion about pricing in the EU electricity market, the Portuguese example deserves 
attention. The Commission has allowed Portugal, like Spain, to cap the price of natural gas used in 
power plants. 7 Portugal lowers the fuel cost of electricity producers through a State Aid measure. This 
measure is financed in turn by charges on certain buyers of electricity. The Commission considered the 
measure necessary given the high impact of gas prices on electricity prices, including for consumers, and 
the limited electricity interconnection of the Iberian Peninsula with the rest of Europe. It also concluded that 
competitive distortions are kept to a minimum. It has to be noted that under such a measure, gas 
consumption for electricity production results higher than it would otherwise be, in function of the 
substitutability of gas and the elasticity of electricity demand.  

See also Annex 3 for the 2019, 2020, 2021 and 2022 CSRs for Portugal. 

2.4 Latest the ex-post surveillance reports 

Portugal has been subject to ex-post surveillance since exiting, in 2014, its financial assistance 
programme. The latest Commission’s post programme surveillance report, dated from May 2022, concludes 
that Portugal continues to recover from the COVID induced recession, with higher than expected revenues 
compensating increased spending to mitigate the crisis effects. Risks to financing conditions and repayment 
risks remain low. The financial sector withstand the crisis well, with the uncertainty surrounding 
developments in Ukraine as the main risk. As regards public finances, the Commission recommends giving 
priority to “fiscal-structural reforms that would help provide the necessary financing for public policy priorities – 
namely, for investment to boost potential growth and support the green and digital transitions” that could 
contribute to the long-term sustainability and resilience of public finances. Furthermore, the Commission 
recommends fully implementing the 2015 Budgetary Framework Law, which has been continuously 
delayed, continued attention to the national public health service (which deteriorated during the COVID 
crisis) and to the state-owned-enterprises sector.  

On the basis of the latest IMF article IV report, the IMF Directors recommend “greater savings should fiscal 
outcomes overperform”. They “encouraged the authorities to pursue a gradual and growth-friendly fiscal 
consolidation starting from 2023”, in particular by “reducing tax expenditures, enhancing pension sustainability,  
and strengthening public financial management”. IMF Directors recognised the potential of the RRP to boost 
skill levels, digitalisation, productivity, and living standards durably and “called for complementary reforms to 
address labor market duality and reduce youth unemployment”. Directors “saw merit in considering further 
increasing the carbon price (...) while protecting the most vulnerable households”.  

                                              
7 https://ec.europa.eu/commission/presscorner/detail/en/ip_22_3550 

https://data.consilium.europa.eu/doc/document/ST-9770-2022-INIT/en/pdf
https://economy-finance.ec.europa.eu/publications/post-programme-surveillance-report-portugal-spring-2022_en
https://www.imf.org/en/Publications/CR/Issues/2022/06/30/Portugal-2022-Article-IV-Consultation-Press-Release-Staff-Report-and-Statement-by-the-520191
https://ec.europa.eu/commission/presscorner/detail/en/ip_22_3550
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3. The Recovery and Resilience Plan 

3.1 Overview of the Portuguese Recovery and Resilience Plan and its assessment 

Portugal was the first EU country to put forward its Recovery and Resilience Plan (RRP), on 22 April 2021. 
Portugal requested EUR 13 907 294 284 in grants and EUR 2 699 000 000 in loans under the RRF, which 
represent the maximum then available on grants and around 20% of the maximum available to the country 
on loans. The re-calculation of the grants’ amounts led Portugal to be entitled to a further EUR 1 637 449 in 
grants. The country is thus set to receive EUR 15 544 449 in grants during the lifetime of the programme.  

The Portuguese plan is structured around the pillars of resilience, green and digital transformation including 
measures in social housing, energy-efficiency in buildings and digital schooling. Projects in the plan cover 
the entire lifetime of the RRF until 2026. The plan proposes projects in six of the seven European flagship, 
divided into 20 components. A specific website contains information relating to plan implementation 
(available here).  

On 16 June 2021, the Commission adopted its assessment of the Portuguese plan. The Commission 
assessment is composed of a draft Council Implementing Decision (CID) and its annex, and a staff working 
document (SWD). The Council adopted the CID (and its annex) on 13 July 2021 and agreed with the 
Commission’s positive assessment of the plan. For an overview of Member States’ RRPs and their adoption 
procedures, see specific EGOV briefing.  

Box: Stylised NGEU impact simulations with QUEST – Portugal 

 
Source: Commission SWD, box 2, p. 62. 

https://ec.europa.eu/commission/presscorner/detail/en/ip_21_1869
https://recuperarportugal.gov.pt/?lang=en
https://eur-lex.europa.eu/resource.html?uri=cellar:dfaa8c1c-ce9f-11eb-ac72-01aa75ed71a1.0001.02/DOC_1&format=PDF
https://eur-lex.europa.eu/resource.html?uri=cellar:dfaa8c1c-ce9f-11eb-ac72-01aa75ed71a1.0001.02/DOC_2&format=PDF
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52021SC0146&qid=1625740150765&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52021SC0146&qid=1625740150765&from=EN
https://eur-lex.europa.eu/resource.html?uri=cellar:dfaa8c1c-ce9f-11eb-ac72-01aa75ed71a1.0001.02/DOC_1&format=PDF
https://data.consilium.europa.eu/doc/document/ST-10149-2021-ADD-1/en/pdf
https://www.consilium.europa.eu/en/press/press-releases/2021/07/13/council-gives-green-light-to-first-recovery-disbursements/
https://www.europarl.europa.eu/RegData/etudes/IDAN/2021/659657/IPOL_IDA(2021)659657_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52021SC0146&from=EN
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In the SWD, the Commission noted “All investments in the plan financed through the RRF are expected to be 
fully additional to the baseline without the RRF 8. According to the data presented in the plan, the baseline of 
growth enhancing public expenditures not financed by the RRF over the period of 2021-2026 is slightly above the 
average level in the three-year period before the pandemic (2017-2019). The projected RRF-financed growth 
enhancing expenditure is estimated at 1% of GDP in 2021-2026”. The Commission’s simulations on the 
potential impact of the Portuguese RRP, as set out in the SWD, are outlined below. The effective impact of 
the RRP will depend of its full implementation, which is being impacted by the situation in Ukraine and 
overall economic situation and developments in the EU (see above section 1)9. 

In Fitch Ratings’ assessment dated of 6 May 2022, effective RRP implementation “could contribute to 
increasing Portuguese output levels by 3.0%-3.5% by 2026, although this would be dependent on the government 
successfully achieving milestones and targets (including structural reform)” reflected in the RRP.  

In accordance with the Commission’s assessment, the Portuguese plan complies with all the 11 assessment 
criteria under the RRF Regulation, with a B rating only in the costing dimension (see Table 1 below); all 
Member States have a B rating on costing estimates.  

Table 1: Commission’s assessment and rating of the recovery and resilience plan of Portugal 

(1)  
Balanced 
Response 

(2)  
CSRs 

(3)  
Growth, 
jobs… 

(4)  
DNSH 

(5)  
Green 
target 

(6)  
Digital 
target 

(7)  
Lasting 
impact 

(8)  
M & T 

(9)  
Costing 

(10)  
Control 

Systems 

(11)  
Coherence 

A A A A A A A A B A A 

Source: Commission SWD, p. 5 

According to the Commission, the Portuguese plan covers 115 measures (32 reforms and 83 investments) 
divided into 20 components; it also comprises 140 milestones and 201 targets (M&T). The graph below 
illustrates the amounts to be spent per pillar. 38% of the plan’s total allocation for reforms and investments 
supports climate objectives and 22% support the digital transition.  

Figure 3: Share of the plan’s estimated expenditure (grants and loans) contributing to each policy pillar 

 
Source: Commissions’ RRF Scoreboard. This graph displays the share of the recovery and resilience plan’s estimated contribution to each 
policy pillar. As each measure contributes towards two policy areas of the six pillars (primary and secondary assignments), the total 
contribution to all pillars displayed in this graph amounts to 200% of the RRF funds allocated to the Member State. 

                                              
8 A study by CEPS reaches slightly different conclusions - see here.  
9 In relation to the macro scenario underpinning the RRP, the Commission noted that “The macroeconomic and fiscal outlook continue to be 

affected by high uncertainty related to the COVID-19 pandemic and its economic consequences. Overall, the macroeconomic scenario 
presented in the Portuguese plan and underpinning the budgetary projections for 2021 and 2022 in the 2021 stability programme is realistic, 
based on plausible macroeconomic assumptions compared to the Commission 2021 spring forecast.” (SWD, p. 9).  

https://www.fitchratings.com/research/sovereigns/fitch-revises-portugal-outlook-to-positive-affirms-at-bbb-06-05-2022
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52021SC0146&from=EN
https://ec.europa.eu/info/sites/default/files/pt_rrp_summary.pdf
https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/country_overview.html?lang=en
https://www.ceps.eu/ceps-publications/the-recovery-and-resilience-facility/
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52021SC0146&from=EN
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The following can be noted as regards the Commission’s assessment of the Portuguese RRP10:  

• “Once fully implemented, Portugal’s plan can be expected to prompt structural changes with a lasting 
impact to the administration, the institutions and several policies of the country. The most relevant 
measures in this respect relate to creating a more business-friendly environment, notably through 
changes in the justice system. (...) Further structural improvements are expected to stem from measures 
to reduce the administrative burden on businesses, the elimination of barriers to investment linked to 
burdensome licensing requirements, and the lifting of restrictions on regulated professions. A recent 
external paper produced at the request of ECON Members presents a slightly more nuanced view 
on whether the RRP is indeed addressing Portugal structural weaknesses (see here, p. 112 and 
following 11); a recent OECD analysis on product market reforms also points to a number of areas that 
the plan could have tackled. The Commission considers the Portuguese plan to tackle to a 
substantial extent the Country Specific Recommendations (CSRs) addressed to the country in 2019 
and 2020, notably those relating public administration, the judicial system and business 
environment (see EGOV specific paper on such issues). The Commission also pointed out that the 
Portuguese plan is broadly in line with the challenges and priorities identified in the Council 
Recommendations on economic policy in the euro area;  

• The plan’s approach to gender equality and, to a lesser extent, equal opportunities, can also make an 
impact by going beyond the response to the immediate consequences of the COVID-19 pandemic and 
addressing the structural factors leading to inequalities. Portugal put forward a number of measures 
that will have direct and indirect impact on gender issues (see EGOV specific paper for further 
details);  

• “The Portuguese recovery and resilience plan makes a limited contribution towards addressing the 
recommendation to invest in railways and port infrastructure (CSR 3 2019) 12 (...) and does not address 
the recommendation on investments in energy interconnections”. The Commission signals 
nevertheless that such investments might be covered by other (EU) sources;  

• The Portuguese RRP meets the digital and green targets foreseen in the RRF Regulation. As regards 
measures fostering the green agenda, the Commission notes, however, that the plan could be more 
ambitious as regards waste management and in fostering the circular economy, whilst further 
efforts could be done to foster buildings energy efficiency and to alleviate energy poverty (see EGOV 
specific paper). On the other hand, the Green Recovery tracker points to a limited 17% of measures 
tackling green issues, thus, below the Regulation requirements;  

• The Portuguese plan includes three cross border projects, namely as part of an EU common project 
on hydrogen, on digitalisation of the justice system and on digital innovation hubs (see specific 
EGOV briefing). These represent overall 1.61% of its RRF resources (prior to the June adjustment).  

Nevertheless, further challenges were echoed in the 2022 Country Report of Portugal. The Commission 
highlighted that “Portugal’s public finances remain sensitive to shocks, with the ageing population posing an 
important challenge in the medium term. The modernisation of public administration will need to continue to 
allow for a more competitive economy and a fairer society. The effects of climate change are a key structural 
challenge. Similarly, the rise in energy prices, aggravated by Russia’s invasion of Ukraine, are posing challenges 
for Portugal, which is still highly dependent on fossil fuels. Furthermore, Portugal is still lagging behind on the 

                                              
10 Quotations below are from the Commission SWD, unless stated otherwise.  
11 In particular: “After an exhaustive analysis of the vulnerabilities of the Portuguese economy and the reforms and investments presented in its 

programme, we consider that all the exposures of its economy are covered. However, such vulnerabilities may not be fully corrected with the 
proposed measures and reforms. Thus, we believe that, although the Portuguese economy's public debt problem will be substantially 
alleviated thanks to the NGEU, it will find itself in serious difficulties when the general safeguard clause of the Stability and Growth Pact is 
deactivated. Moreover, it is difficult to predict an increase in private investment and, therefore, national productivity and production, 
especially within the current radical uncertainty in the international economy.”.  

12 With the exception of improvements in the port infrastructure planned under Component 10 – Sea. These references can be found in the 
Commission’s SWD, p. 56.  

https://www.europarl.europa.eu/RegData/etudes/STUD/2022/689452/IPOL_STU(2022)689452_EN.pdf
https://www.oecd.org/economy/reform/final_assessment_of_the_recovery_and_resilience_plan_2022.pdf
https://www.europarl.europa.eu/RegData/etudes/IDAN/2022/699529/IPOL_IDA(2022)699529_EN.pdf
https://data.consilium.europa.eu/doc/document/ST-7017-2021-INIT/en/pdf
https://www.europarl.europa.eu/RegData/etudes/IDAN/2021/689470/IPOL_IDA(2021)689470_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/STUD/2022/689449/IPOL_STU(2022)689449_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/STUD/2022/689449/IPOL_STU(2022)689449_EN.pdf
https://assets.website-files.com/602e4a891047f739eaf5dfad/61c1c72f2784e84b32f53998_GRT_2021_FACTSHEET_20211221.pdf
https://www.europarl.europa.eu/RegData/etudes/IDAN/2021/689472/IPOL_IDA(2021)689472_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/IDAN/2021/689472/IPOL_IDA(2021)689472_EN.pdf
https://ec.europa.eu/info/system/files/2022-european-semester-country-report-portugal_en.pdf
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circular economy, a key aspect for sustainable growth”. The Commission considers Portugal is facing a sluggish 
productivity growth in recent years due to “low levels of capital per worker, low levels of investment, moderate 
innovation capacity, overall low skill levels of the population, and a business environment hampered by, among 
others, a complex tax system and a judiciary with low efficiency”. Challenges in coverage and adequacy of 
social protection are also present. 

Thus, the Council recommended that “Portugal should use the Recovery and Recovery and Resilience Facility to 
finance additional investment in support of the recovery ... and at the same time, to enhance investment to boost 
growth potential ... The successful implementation of the Recovery and Resilience Facility and cohesion policy 
programmes also depends on the removal of bottlenecks to investment to support the green and digital 
transitions and balanced territorial development ...”. 

In the latest Article IV IMF report, the staff notes that “Efficient planning, budgeting, implementation, and 
oversight will be key to maintain strong investment absorption capacity.” No particular concerns seem to 
emerge regarding Portugal’s ability to absorb RRF funds, even if the country is expected to receive 
significant amounts from all EU funding instruments in the current financial framework 13. In an analysis 
focusing on “Portugal 2020”, the previous financing framework, the Portuguese Tribunal de Contas pointed 
to good commitment rates but slow execution, limited absorption, non-compliance of intermediate 
objectives and a low result-oriented approach. Identified causes include fragile data systems and limited 
human resources.  

3.2. State of disbursements 

Portugal received EUR 2,2 billion in pre-financing on 3 August 2021 (loans and grants). The operational 
arrangements allowing further disbursements under the Facility were signed on 18 January and Portugal 
submitted a first payment request on 26 January. The Commission disbursed an amount of EUR 1,16 billion 
on 19 May (see here for a description of the payment requests’ procedures). A second payment request is 
expected in the third quarter of 2022 (as per the signed Operational Arrangements). The payment profile of 
the Portuguese plan is rather dispersed, as per Figure 4 below.  

Figure 4: Disbursement profile of Portugal RRP 

 
Source: Commission’s presentation to Council (on 28 June 2021) 

                                              
13 An estimation of 2021 by Conselho das Financas Publicas, the national fiscal board, points to an aggregated amount of EUR 58 billion to be 

executed until 2029 (considering the timeframe of the current MFF), without considering possible loans under the RRF.  

https://data.consilium.europa.eu/doc/document/ST-9770-2022-INIT/en/pdf
https://www.imf.org/en/Publications/CR/Issues/2022/06/30/Portugal-2022-Article-IV-Consultation-Press-Release-Staff-Report-and-Statement-by-the-520191
https://www.tcontas.pt/pt-pt/MenuSecundario/Noticias/Pages/n20211026-1.aspx
https://ec.europa.eu/commission/presscorner/detail/en/ip_21_4025
https://ec.europa.eu/info/files/operational-arrangements-between-commission-and-portugal_en
https://ec.europa.eu/commission/presscorner/detail/en/mex_22_624#4
https://ec.europa.eu/commission/presscorner/detail/en/mex_22_2975
https://www.europarl.europa.eu/thinktank/en/document/IPOL_IDA(2021)689471
https://ec.europa.eu/info/sites/default/files/countersigned-portugal-rrf-oa1.pdf
https://ec.europa.eu/info/sites/default/files/2021_06_28_pt_rrp_fico.pdf
https://www.cfp.pt/pt/caixas/macroeconomia/fundos-europeus-de-apoio-a-portugal


IPOL | Economic Governance Support Unit 
 

 

 12 PE 699.548 
 

3.3 Governance structure; monitoring at national level 

Portugal’s RRP governance rests on a multi-level structure14:  

a) An Inter-ministerial Commission, chaired by the Prime Minister, is in charge of the strategic and policy 
coordination. It gives direct policy impulse to the management/technical level. 

b) A National Monitoring Commission (including representatives of social and economic partners and key 
civil society figures and chaired by an independent person), monitors implementation and results, promotes 
dissemination of information to citizens, businesses and other organisations, and examines any issues 
affecting performance and may propose recommendations;  

c) An administrative structure ‘Estrutura de Missão Recuperar Portugal’ (‘Task Force’)15, the Agency of 
Development and Cohesion, and the Planning, Strategy, Evaluation and International Relations Office of the 
Ministry of Finance (GPEARI) ensure technical coordination and monitoring;  

d) The Audit and Control Committee (CAC), chaired by the Inspectorate-General for Finance (IGF), is 
responsible for audit and control activities. In addition, the Portuguese Court of Auditors (Tribunal de 
Contas) is responsible for supervising the implementation of EU financial resources 16. Its tasks also include 
to the control of public procurement and to the clearance and sanctioning of financial infringements 
detected during the implementation of programmes. 

The national parliament set up a specific committee of its economy committee (Comissao de Economia, 
Obras Publicas, Planeamento e Habitacao) to follow up on developments regarding EU funds and the 
RRF/RRP. The subcommittee heard in June and July the various bodies involved in controlling and 
monitoring the RRP.  

The Commission recognises that monitoring the plan may cause some difficulties: “The measures in the plan 
are nevertheless highly fragmented. This results in a high number of milestones and targets. This could lead to a 
relatively burdensome monitoring and pose some risks as to the timely implementation of the plan. (...) These 
indicators, some of which are set to be included in the Operational Agreement, provide an adequate early 
warning system to ensure that Portugal can take corrective actions in time if necessary to avoid missing the 
objective set up in the relevant milestone/target. (...) 17. In the SWD, the Commission signals “Close technical 
cooperation between the task force Recuperar Portugal, the Agency of Development and Cohesion and the 
Ministry of Finance will be critical for the plan’s implementation”. Some information on the proceedings of the 

                                              
14 See an EGOV specific paper for an overview of national governance structures set up to implement and monitor the RRPs.  
15 According to the Commission SWD, this unit is under the responsibility of the Ministry of Planning. It is in charge of coordinating, monitoring 

and reporting on the implementation of the recovery and resilience plan. It will, among other tasks, (i) ensure compliance with the EU 
regulations; (ii) monitor the full and timely fulfilment of the strategic and operational objectives of the recovery and resilience plan through 
milestones and targets; (iii) ensure that the contracting with beneficiaries is compliant with the respective conditions for the use of funding; 
(iv) prepare and submit the requests for payment based on the necessary information from the competent authorities, as well as drafting the 
reports to the European Commission; (v) establish an internal management and control system to prevent and detect irregularities, and take 
appropriate corrective actions; ensure evaluation of the results of the plan and dissemination of outputs; (vi) put in place effective and 
proportionate anti-fraud measures, taking into account the risks identified; and, (vii) provide technical assistance to the competent authorities. 
The task force Recuperar Portugal is expected to conduct these tasks with the Agency for Development and Cohesion (‘Agência para o 
Desenvolvimento e Coesão’), which is responsible for coordinating shared management Funds. It is set to also work with the Ministry of 
Finance (in particular, with the Planning, Strategy, Evaluation and International Relations Office, GPEARI). The Agency is directly responsible for 
the systematic analysis of double funding and payments to the direct or intermediate beneficiaries of the plan, and is set to be active in the 
evaluation of the results of the recovery and resilience plan, and the information and transparency mechanism. The Ministry of Finance is 
expected to monitor the implementation of the recovery and resilience plan, assess the macroeconomic impacts of the reforms and 
investments, and be responsible for the exchanges within the Council.  

16 On 19 July the Tribunal de Contas took part in a hearing in the national parliament addressing the RRP. In particular, its President noted that 
the Court has a specific unit looking at EU funding (and currently covering the RRP). At the hearing, the Court signalled their report on the 
2021 State general account (conta geral do Estado), to be presented by end of September, will contain further information on EU funding 
notably the RRP. The Court also foresees producing a first report on RRP implementation by the second semester 2022. In the meantime, a 
specific report has been produced on digitalisation of schools (in Portuguese only); further reports are foreseen on other specific projects and 
assessing the internal control systems.  

17 Commission SWD, p. 88 

https://www.parlamento.pt/sites/COM/XVLeg/6CEOPPH/SAFEPRR/Paginas/default.aspx
https://www.europarl.europa.eu/RegData/etudes/IDAN/2021/689444/IPOL_IDA(2021)689444_EN.pdf
https://canal.parlamento.pt/?cid=6074&title=audicao-ao-tribunal-de-contas
https://www.tcontas.pt/pt-pt/MenuSecundario/Noticias/Pages/n20220802-1.aspx
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52021SC0146&from=EN
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various bodies is available through public websites. Furthermore, Portugal provides very granular 
information on project implementation through a dedicated website, including on final beneficiaries, and 
the Task Force regularly publishes newsletters18.  

The Commission considers that the plan ensures a clear administrative organisation for its implementation. 
Nevertheless, a May 2022 report of the national Public Prosecutor 19, based on an earlier assessment by the 
Inspectorate-General for Finance (IGF) and prepared at its own initiative, pointed to significant deficiencies 
in the national control system notably, limited function segregation; lack of human and technological 
resources; limited control over double funding. The same report considers, notwithstanding, that Portugal 
first disbursement request was appropriate and in line with the legal requirements. The Task Force is 
implementing the necessary corrections (see here) and ensuring compliance with the legal requirements; 
the Commission considered, when assessing Portugal’s first payment request, that the RRF Regulation 
requirements have been met.  

4. Banking market developments  
The solvency of Portuguese banks is on average close to that of the Euro area overall. By end 2021, the 
Common Equity Tier 1 ratio was at 15,5% for the former and at 15,8% for the latter. The two largest 
Portuguese banks reported end-of first quarter 2022 Common Equity Tier 1 ratios of 18,2% (Caixa Geral de 
Depositos) and 11,5% (Millenium BCP). Non-performing loans of the Portuguese banking sector as a 
percentage of all loans are at 3,6% substantially above the Euro-area average of 2,0% by end-2021. This 
follows a years-long downward trend in Portugal, where they stood at over 17% in 2016.20  

The Commission, in its most recent Post-Programme surveillance Report of May 2022, considers the financial 
sector picture overall rather positive, with remaining challenges. They derive this view from improved 
profitability in 2021 and stable solvency ratios, noting in particular that the end of loan moratoria did not 
trigger a major wave of bad loans 21, that non-performing loans continue to decrease while banks maintain 
a prudent approach to accounting for impaired loans. Key risks they see from the uncertainty following 
Russia's invasion of Ukraine, and in particular from global uncertainties, since they consider direct exposure 
of the banks to be very low. 

From the latest Article IV consultation with Portuguese authorities, the IMF concludes that bank capital, 
profitability, and asset quality have steadily improved in 2021 but remain below EA averages.22 Without 
detailing this further, they mention that a few legacy domestic banks are still to complete their restructuring 
process. Attendant risk resulting from the recent sharp rise in residential real estate prices appear 
"contained" to the IMF. As to banks' corporate borrowers, the IMF considers that they did well so far against 
recent shocks, but sees a "solvency gap", an aggregate need for recapitalising non-bank firms,23 of around 

                                              
18 A previous EGOV briefing addressed transparency issues more generally. It can be found here. A Commission reply dated 1 July to an 

Ombudsman proceeding provides further details (available here). 
19 It should be noted that the national Public Prosecutor is not part of the CAC, although it has an observer status to facilitate implementation of 

its mandate to prevent criminal activities - notably, those relating to misuse of public funds (see here).  
20 Figures are taken from ECB Consolidated Banking Data. 
21 The 6 May Fitch Ratings analysis points in the same direction (see here).  
22 To note that the IMF uses in its assessment a sample of banks from the EBA Risk Dashboard that is smaller than the banks in the ECB Consolidated 

Banking Data.  
23 The IMF use the EU definition of an “undertaking in difficulty,” which states that accumulated losses should not exceed 50 percent of firms’ 

subscribed share capital (all firms), and that the debt-to-equity ratio should not exceed 7.5 (large firms) and assesses the equity needed to be 
raised to lift the firm out of this position. The IMF considers that the filling this equity gap requires augmenting the existing Portuguese 
programs for recapitalising firms. 

https://transparencia.gov.pt/pt/fundos-europeus/tema/
https://transparencia.gov.pt/pt/fundos-europeus/prr/pesquisar/beneficiario
https://recuperarportugal.gov.pt/comunicacao/#newsletter-section
https://dciap.ministeriopublico.pt/sites/default/files/documentos/pdf/relatorio_acomp_ponto_contacto_mp_com_suditoria_controlo_prr.pdf
https://recuperarportugal.gov.pt/2022/03/25/o-que-fizemos-ate-aqui/
https://ec.europa.eu/info/system/files/c_2022_1999_1_en_annexe_acte_autonome_nlw_part1_v2.pdf
https://economy-finance.ec.europa.eu/publications/post-programme-surveillance-report-portugal-spring-2022_en
https://www.imf.org/en/Publications/CR/Issues/2022/06/30/Portugal-2022-Article-IV-Consultation-Press-Release-Staff-Report-and-Statement-by-the-520191
https://www.europarl.europa.eu/RegData/etudes/IDAN/2022/699509/IPOL_IDA(2022)699509_EN.pdf
https://www.ombudsman.europa.eu/en/doc/correspondence/en/158511
https://files.dre.pt/1s/2021/05/08601/0000200008.pdf
https://www.fitchratings.com/research/sovereigns/fitch-revises-portugal-outlook-to-positive-affirms-at-bbb-06-05-2022
https://sdw.ecb.europa.eu/browse.do?node=9691144
https://sdw.ecb.europa.eu/browse.do?node=9691144
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12 percent of GDP.24 The IMF moreover points out that credit quality deterioration after the end of relatively 
extensive loan moratoria is yet to fully materialize. 

With regard to the latter, it may be noted that the IMF considered data of end 2021. At this point in time, we 
observe that at least the two largest banks for which figures for the first half of 2022 are available do not 
show worrying developments in this regard. While this is an incomplete picture of the sector as a whole, the 
larger Caixa Geral de Depositos reports a positive contribution of cost of credit risk net of recoveries to 
earnings and Millenium BCP reports marginally higher cost compared to the first half of 2021.25 Another area 
to watch might be the interest rate environment. Per se, higher rates are likely to make a positive 
contribution to bank earnings, not least since interest income is important for Portuguese banks. Then again, 
depending on the loans' terms,26 corporate and household borrowers can be exposed to higher interest 
rates which in turn may affect their ability to repay. 

Finally, of relevance to the banking sector and to working out the still elevated numbers of non-performing 
loans, Portugal is looking to improve insolvency proceedings; a set of measures is referenced in the RRP. The 
Commission's May 2022 Post-Programme surveillance Report mentions, but does not further assess these 
measures. The IMF’ Article IV report points out the need to simplify and strengthen insolvency law and to 
streamline liquidation procedures. However, the IMF's report does not provide a view on the planned 
changes.  

                                              
24 To note that the report's summary speaks of an equity gap of "more than 2%", however the report itself speaks of an increase by 2,25% and 

from graphs included in the Special Issues Paper, one can conclude that the IMF assesses the total gap to stand at around EUR 30bn or 12% of 
GDP. 

25 https://www.cgd.pt/English/Investor-Relations/Financial-Informa tion/C GD/2022/Documents/Press-Release-EN-1H-2022.pdf and 
https://ind.millenniumbcp.pt/en/Institucional/investidores/Documents/ResultadosTrimestrais/2022/Ea rnings_Millennium_bcp_2Q22_270720
22.pdf 

26 For instance, 67% of loans for house purchases in Portugal are variable rate, compared to 15% in the Euro area overall, according to the ECB 
Risk Assessment Indicator Database (June 2022). The IMF also considers that the Portuguese corporate sector "remains vulnerable" to interest 
rate risk, cf. https://www.imf.org/en/Publications/CR/Issues/2022/06/30/Portugal-Selected-Issues-520194 

https://www.imf.org/en/Publications/CR/Issues/2022/06/30/Portugal-2022-Article-IV-Consultation-Press-Release-Staff-Report-and-Statement-by-the-520191
https://www.cgd.pt/English/Investor-Relations/Financial-Information/CGD/2022/Documents/Press-Release-EN-1H-2022.pdf
https://ind.millenniumbcp.pt/en/Institucional/investidores/Documents/ResultadosTrimestrais/2022/Earnings_Millennium_bcp_2Q22_27072022.pdf
https://ind.millenniumbcp.pt/en/Institucional/investidores/Documents/ResultadosTrimestrais/2022/Earnings_Millennium_bcp_2Q22_27072022.pdf
https://www.imf.org/en/Publications/CR/Issues/2022/06/30/Portugal-Selected-Issues-520194
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Annex 1: Key macroeconomic indicators for Portugal 
 2018 2019 2020 2021 2022f 2023f 

Real GDP growth – % change on previous year 
Portugal 2.8 2.7 -8.4 4.9 6.5 1.9 
European Union 2.1 1.8 -5.9 5.4 2.7 1.5 
GDP per capita – % change on previous year (Summer 2022 interim forecast) 
Portugal 3.0 2.7 -8.5 4.9 5.8 2.7 
European Union 1.9 1.6 -6.0 5.4 1.6 1.9 
General government budget balance – % of GDP 
Portugal -0.3 0.1 -5.8 -2.8 -1.9 -1.0 
European Union -0.4 -0.6 -6.8 -4.7 -3.6 -2.5 
General government structural budget balance – % of potential GDP 
Portugal -1.0 -1.2 -1.8 -1.3 -1.9 -1.5 
European Union -0.8 -1.2 -3.6 -3.6 -3.3 -2.5 
General government primary budget balance – % of GDP 
Portugal 3.0 3.1 -2.9 -0.4 0.3 1.2 
European Union 1.3 1.0 -5.3 -3.3 -2.2 -1.2 
General government gross debt – % of GDP 
Portugal 121.5 116.6 135.2 127.4 119.9 115.3 
European Union 81.3 79.1 91.7 89.7 87.1 85.2 
Interest expenditure on general government debt – % of GDP 
Portugal 3.4 3.0 2.9 2.4 2.2 2.2 
European Union 1.7 1.5 1.4 1.4 1.3 1.3 
Inflation (HICP) – % change on previous year (Summer 2022 interim forecast) 
Portugal 1.2 0.3 -0.1 0.9 6.8 3.6 
European Union 1.8 1.4 0.7 2.9 8.3 4.6 
Unemployment – % of labour force 
Portugal 7.2 6.7 7.0 6.6 5.7 5.5 
European Union 7.4 6.8 7.2 7.0 6.7 6.5 
Total employment in persons - % change on previous year 
Portugal 2.3 0.8 -1.9 2.1 1.0 0.9 
European Union 1.5 1.1 -1.4 0.7 1.2 0.7 
Current-account balance – % of GDP 
Portugal 0.3 0.1 -1.2 -1.1 -1.7 -0.7 
European Union, adjusted 2.7 2.3 2.4 2.4 2.1 2.6 
Exports – % change on previous year 
Portugal 4.1 4.1 -18.6 13.1 12.3 4.1 
European Union 3.8 3.0 -8.4 10.7 5.0 4.6 
Imports – % change on previous year 
Portugal 5.0 4.9 -12.1 12.9 8.6 4.1 
European Union 4.2 4.6 -8.2 9.3 5.0 4.7 
Total investments – % change on previous year 
Portugal 6.2 5.4 -2.7 6.4 6.5 5.2 
European Union 3.4 6.5 -6.2 4.2 3.1 3.6 
Labour productivity (real GDP per occupied person) – % change on previous year 
Portugal 0.5 1.9 -6.7 2.8 4.8 1.7 
European Union 0.6 0.8 -3.3 4.6 1.2 1.5 
Unit labour cost - nominal – % change on previous year 
Portugal 3.4 2.8 9.3 1.0 -0.6 0.8 
European Union 2.2 2.0 4.6 0.0 2.5 2.2 
Non-performing loans ratio in the banking sector (EBA) – % of total loans 
Portugal 10.1% 6.5% 4.9% 3.6% n.a. n.a. 
European Union 3.2% 2.7% 2.6% 2.0% n.a. n.a. 

Source: all indicators and forecasts (f) are European Economic Forecasts Spring 2022, if not indicated differently, with data extracted on 
01/09/2022; the euro area is defined as variable composition (EA18-2014, EA19); the euro area general government gross debt is non-
consolidated for intergovernmental loans. 
 

https://economy-finance.ec.europa.eu/publications/european-economic-forecast-summer-2022_en
https://economy-finance.ec.europa.eu/publications/european-economic-forecast-summer-2022_en
https://www.eba.europa.eu/risk-analysis-and-data/risk-dashboard
https://ec.europa.eu/info/publications/european-economic-forecast-spring-2022_en
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Annex 2: Portugal: Macroeconomic Imbalance Scoreboard 

Indicators Threshold 2013 2014 2015 2016 2017 2018 2019 2020 2021 

External imbalances 
and competitiveness 

Current account balance  
as % of GDP 

3 year average -4/+6% -2.0 0.1 0.7 0.5 0.9 1.0 0.8 0.0 -0.6 

Year value - 1.6 0.2 0.2 1.2 1.3 0.6 0.4 -1.1 -1.1 

Net international investment position  
as % of GDP -35% -120.2 -123.8 -118.9 -110.5 -110.4 -106.4 -100.0 -104.8 -95.9 

Real effective exchange rate - 
42 trading partners 

% change (3 years ) ± 5% -0.6 -1.8 -3.1 -1.8 -0.8 3.3 -0.3 0.0 -2.8 

% change y-o-y - 0.3 -0.5 -2.9 1.6 0.6 1.0 -1.9 0.8 -1.8 

Share of world exports 
% change (5 years) -6% -8.36 -7.49 0.72 5.03 13.89 8.51 8.31 -1.48 -5.5 

% change y-o-y  6.65 0.96 -1.27 4.11 2.91 1.6 0.78 -10.2 -0.13 

Nominal unit labour cost 
% change (3 years) 9%  -3.8 -2.9 0.2 -0.5 2.8 6.3 8.5 16.2(p) 13.5(p) 

% change y-o-y - 1.5 -1.2 -0.1 0.8 2.1 3.4 2.8 9.3(p) 1.0(p) 

Internal imbalances 

House prices % change y-o-y deflated  6% -2.6 4.0 2.2 6.1 7.6 8.6 9.0 8.0 8.1 

Private sector credit flow as % of GDP 14% -2.3 -6.8 -1.4 -1.8 2.9 0.8 2.6 4.4(p) 4.9(p) 

Private sector debt as % of GDP 133% 201.6 190.1 179.3 169.3 163.0 155.1 149.5 164.1(p) 160.0(p) 

General government gross debt  
(EDP concept) as % of GDP 60% 131.4 132.9 131.2 131.5 126.1 121.5 116.6 135.2 127.4 

Unemployment rate 
3 year average 10% 15.8 16.1 14.9 13.0 11.2 9.3 7.7 7.0 6.8 

Year value - 17.2 14.6 13.0 11.5 9.2 7.2 6.7 7.0 6.6 

Total Financial Sector Liabilities  
% change y-o-y , non-consolidated 16.5% -5.2 -7.3 -1.4 -0.4 1.3 0.4 -0.2 6.7 7.0 

Employment 
indicators 

Activity rate % 15-64 total pop.  
(3 year change) -0.2% -0.3 0.1 1.0 1.5 2.0 2.2 2.2 0.0 0.7 

Long-term unemployment active pop. 15-74  
(3 year change). 0.5% 3.4 2.2 -0.6 -3.3 -4.1 -4.3 -3.6 -2.3 -0.3 

Youth unemployment % active pop. 15-24  
(3 year change) 2% 10.3 4.5 -6.1 -10.3 -10.9 -11.7 -9.7 -1.4 3.1 

Source: Eurostat MIP Scoreboard indicators, data updated on 01 September 2022. Indicators above/ below the thresholds Indicators above/ below the thresholds 

https://ec.europa.eu/eurostat/web/macroeconomic-imbalances-procedure/data/scoreboard
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Annex 3: 2019, 2020, 2021 and 2022 Country Specific Recommendations for Portugal 

PT 

 

2019 CSRs 
SGP: CSR 1 

MIP: CSR 1, 2, 3, 
4 

Assessment in 
May 2022 

(RRP coverage 
of CSRs) 

2020 CSRs 
SGP: CSR 1 

MIP: CSR 1, 2, 3, 
4 

Assessment in 
May 2022 

(RRP coverage 
of CSRs) 

2021 fiscal 
CSRs 

SGP: 1, 2, 3 
MIP: - 

Assessment in 
May 2022 

(RRP coverage 
of CSRs) 

2022 CSRs 
SGP: 1 
MIP: - 

CSR 1 
1. Achieve the 
medium-term 
budgetary objective 
in 2020, taking into 
account the 
allowance linked to 
unusual events for 
which a temporary 
deviation is granted. 
Use windfall gains to 
accelerate the 
reduction of the 
general government 
debt ratio. Improve 
the quality of public 
finances by 
prioritising growth-
enhancing spending 
while strengthening 
overall expenditure 
control, cost 
efficiency and 
adequate 
budgeting, with a 
focus in particular on 
a durable reduction 
of arrears in 
hospitals. Improve 
the financial 
sustainability of 
state-owned 

Some Progress. 1. Take all necessary 
measures, in line 
with the general 
escape clause of the 
Stability and Growth 
Pact, to effectively 
address the COVID-
19 pandemic, 
sustain the economy 
and support the 
ensuing recovery. 
When economic 
conditions allow, 
pursue fiscal policies 
aimed at achieving 
prudent medium-
term fiscal positions 
and ensuring debt 
sustainability, while 
enhancing 
investment. 
Strengthen the 
resilience of the 
health system and 
ensure equal access 
to quality health and 
long-term care. 
 
Split into Sub-CSRs 

Limited Progress. 1. In 2022, use the 
Recovery and 
Resilience Facility to 
finance additional 
investment in 
support of the 
recovery while 
pursuing a prudent 
fiscal policy. 
Preserve nationally 
financed 
investment. Limit 
the growth of 
nationally financed 
current expenditure. 

Full 
Implementation. 

1. In 2023, ensure 
prudent fiscal policy, 
in particular by 
limiting the growth 
of nationally 
financed primary 
current expenditure 
below medium-term 
potential output 
growth, taking into 
account continued 
temporary and 
targeted support to 
households and 
firms most 
vulnerable to energy 
price hikes and to 
people fleeing 
Ukraine. Stand ready 
to adjust current 
spending to the 
evolving situation. 
Expand public 
investment for the 
green and digital 
transitions, and for 
energy security 
taking into account 
the REPowerEU 
initiative, including 
by making use of the 

http://data.consilium.europa.eu/doc/document/ST-10175-2019-INIT/en/pdf
https://ec.europa.eu/info/system/files/2022-european-semester-country-report-portugal_en.pdf
https://ec.europa.eu/info/system/files/2022-european-semester-country-report-portugal_en.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv%3AOJ.C_.2020.282.01.0142.01.ENG&toc=OJ%3AC%3A2020%3A282%3AFULL
https://ec.europa.eu/info/system/files/2022-european-semester-country-report-portugal_en.pdf
https://ec.europa.eu/info/system/files/2022-european-semester-country-report-portugal_en.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32021H0729%2822%29&qid=1632315144488
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32021H0729%2822%29&qid=1632315144488
https://ec.europa.eu/info/system/files/2022-european-semester-country-report-portugal_en.pdf
https://ec.europa.eu/info/system/files/2022-european-semester-country-report-portugal_en.pdf
https://data.consilium.europa.eu/doc/document/ST-9770-2022-INIT/en/pdf
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enterprises, while 
ensuring more 
timely, transparent 
and comprehensive 
monitoring. 
 
Split into Sub-CSRs 

Recovery and 
Resilience Facility 
and other Union 
funds. For the period 
beyond 2023, 
pursue a fiscal policy 
aimed at achieving 
prudent medium-
term fiscal positions 
and ensuring 
credible and gradual 
debt reduction and 
fiscal sustainability 
in the medium term 
through gradual 
consolidation, 
investment and 
reforms. Improve the 
effectiveness of the 
tax and social 
protection systems, 
in particular by 
simplifying both 
frameworks, 
strengthening the 
efficiency of their 
respective 
administrations, and 
reducing the 
associated 
administrative 
burden. 

• Achieve the 
medium-term 
budgetary 
objective in 
2020, taking into 
account the 
allowance 
linked to 
unusual events 
for which a 
temporary 
deviation is 
granted. Use 
windfall gains to 
accelerate the 
reduction of the 
general 
government 
debt ratio. 

Not relevant 
anymore 
(Not applicable) 

• In line with the 
general escape 
clause, take all 
necessary 
measures to 
effectively 
address the 
pandemic, 
sustain the 
economy and 
support the 
ensuing 
recovery. When 
economic 
conditions 
allow, pursue 
fiscal policies 
aimed at 
achieving 
prudent 
medium-term 
fiscal positions 
and ensuring 
debt 
sustainability, 
while enhancing 
investment. 

Not relevant 
anymore 
(Not applicable) 

• Improve the 
quality of public 
finances by 
prioritising 
growth-

Limited progress 
(Relevant RRP 
measures being 
planned as of 2022) 

• Strengthen the 
resilience of the 
health system 

Limited progress 
(Relevant RRP 
measures being 
planned as of 2022) 
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enhancing 
spending while 
strengthening 
overall 
expenditure 
control, cost 
efficiency and 
adequate 
budgeting, with 
a focus in 
particular on a 
durable 
reduction of 
arrears in 
hospitals. 

• Improve the 
financial 
sustainability of 
state-owned 
enterprises, 
while ensuring 
more timely, 
transparent and 
comprehensive 
monitoring. 

Some progress 
(Relevant RRP 
measures being 
planned as of 2021) 

• and ensure 
equal access to 
quality health 
and long-term 
care. 

Limited progress 
(Relevant RRP 
measures being 
planned as of 2022) 

CSR 2 
2. Adopt measures 
to address labour 
market 
segmentation. 
Improve the skills 
level of the 
population, in 
particular their 
digital literacy, 
including by making 
adult learning more 
relevant to the 
needs of the labour 
market. Increase the 

Some Progress. 2. Support 
employment and 
prioritise measures 
to preserve jobs. 
Guarantee sufficient 
and effective social 
protection and 
income support. 
Support the use of 
digital technologies 
to ensure equal 
access to quality 
education and 
training and to boost 

Some Progress. 2. When economic 
conditions allow, 
pursue a fiscal policy 
aimed at achieving 
prudent medium-
term fiscal positions 
and ensuring fiscal 
sustainability in the 
medium term. At the 
same time, enhance 
investment to boost 
growth potential. 

Substantial 
Progress. 

2. Proceed with the 
implementation of 
its recovery and 
resilience plan, in 
line with the 
milestones and 
targets included in 
the Council 
Implementing 
Decision of 13 July 
2021. Swiftly finalise 
the negotiations 
with the 
Commission on the 
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number of higher 
education 
graduates, 
particularly in 
science and 
information 
technology. Improve 
the effectiveness 
and adequacy of the 
social safety net.  
 
Split into Sub-CSRs 

firms’ 
competitiveness. 
 
Split into Sub-CSRs 

2021–2027 cohesion 
policy programming 
documents with a 
view to starting their 
implementation. 

• Adopt measures 
to address 
labour market 
segmentation. 

Some progress 
(Relevant RRP 
measures being 
planned as of 2021) 

• Support 
employment 
and prioritise 
measures to 
preserve jobs. 

Some progress 
(Relevant RRP 
measures being 
planned as of 2022) 

• Improve the 
skills level of the 
population, in 
particular their 
digital literacy, 
including by 
making adult 
learning more 
relevant to the 
needs of the 
labour market. 

Some progress 
(Relevant RRP 
measures being 
planned as of 2021) 

• Guarantee 
sufficient and 
effective social 
protection and 
income support. 

Some progress 
(Relevant RRP 
measures being 
planned as of 2021) 

• Increase the 
number of 
higher 
education 
graduates, 
particularly in 
science and 
information 
technology. 

Some progress 
(Relevant RRP 
measures being 
planned as of 2021) 

• Support the use 
of digital 
technologies to 
ensure equal 
access to quality 
education and 
training 

Some progress 
(Relevant RRP 
measures being 
planned as of 2021) 
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• Improve the 
effectiveness 
and adequacy of 
the social safety 
net. 

Some progress 
(Relevant RRP 
measures being 
planned as of 2021) 

• and to boost 
firms’ 
competitiveness 

Some progress 
(Relevant RRP 
measures being 
planned as of 2021) 

CSR 3 
3. Focus investment-
related economic 
policy on research 
and innovation, 
railway transport 
and port 
infrastructure, low 
carbon and energy 
transition and 
extending energy 
interconnections, 
taking into account 
regional disparities.  
 
Split into Sub-CSRs 

Limited Progress. 3. Implement the 
temporary measures 
aimed at securing 
access to liquidity for 
firms, in particular 
SMEs. Front-load 
mature public 
investment projects 
and promote private 
investment to foster 
the economic 
recovery. Focus 
investment on the 
green and digital 
transition, in 
particular on clean 
and efficient 
production and use 
of energy, rail 
infrastructure and 
innovation. 
 
Split into Sub-CSRs 

Some Progress. 3. Pay particular 
attention to the 
composition of 
public finances, on 
both the revenue 
and expenditure 
sides of the national 
budget, and to the 
quality of budgetary 
measures in order to 
ensure a sustainable 
and inclusive 
recovery. Prioritise 
sustainable and 
growth-enhancing 
investment, in 
particular 
investment 
supporting the 
green and digital 
transition. Give 
priority to fiscal 
structural reforms 
that will help 
provide financing for 
public policy 
priorities and 
contribute to the 
long-term 
sustainability of 
public finances, 
including, where 
relevant, by 
strengthening the 

 3. Enhance the 
conditions for a 
transition towards a 
circular economy, in 
particular by 
increasing waste 
prevention, 
recycling and reuse 
to divert waste away 
from landfills and 
incinerators. 

• Focus 
investment-
related 
economic policy 
on research and 
innovation, 

Some progress 
(Relevant RRP 
measures being 
planned as of 2021) 

• Implement the 
temporary 
measures aimed 
at securing 
access to 
liquidity for 
firms, in 
particular small 
and medium-
sized 
enterprises. 

Substantial 
progress 
(Relevant RRP 
measures being 
planned as of 2021) 
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coverage, adequacy 
and sustainability of 
health and social 
protection systems 
for all. 
 
Split into Sub-CSRs 
(It should be noted 
that the split of CSR 3 
text into sub-CSRs 
done by the 
Commission 
encompasses part of 
CSR 2 text) 

• railway 
transport and 
port 
infrastructure, 

Limited progress 
(Relevant RRP 
measures being 
planned as of 2022) 

• Front-load 
mature public 
investment 
projects and 

Limited progress 
(Relevant RRP 
measures being 
planned as of 2021) 

• At the same 
time, enhance 
investment to 
boost growth 
potential. Pay 
particular 
attention to the 
composition of 
public finances, 
both on the 
revenue and 
expenditure 
sides of the 
budget, and to 
the quality of 
budgetary 
measures, to 
ensure a 
sustainable and 
inclusive 
recovery. 
Prioritise 
sustainable and 
growth-
enhancing 

Full 
Implementation. 

• low carbon and 
energy 
transition and 
extending 
energy 
interconnection
s, taking into 
account 
regional 
disparities. 

Limited progress 
(Relevant RRP 
measures being 
planned as of 2021) 

• promote private 
investment to 
foster the 
economic 
recovery. 

Some progress 
(Relevant RRP 
measures being 
planned as of 2021) 

• Focus 
investment on 
the green and 
digital 
transition, in 
particular on 
clean and 
efficient 
production and 
use of energy, 

Some progress 
(Relevant RRP 
measures being 
planned as of 2021) 
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investment, 
notably 
supporting the 
green and 
digital 
transition. 

• rail 
infrastructure 

Limited progress 
(NOT ADDRESSED) 

• Give priority to 
fiscal-structural 
reforms that will 
help provide 
financing for 
public policy 
priorities and 
contribute to 
the long-term 
sustainability of 
public finances, 
including by 
strengthening 
the coverage, 
adequacy, and 
sustainability of 
health and 
social 
protection 
systems for all. 

Some Progress. 

• and innovation. Some progress 
(Relevant RRP 
measures being 
planned as of 2022) 

CSR 4 
4. Allow for a swifter 
recovery of the 
collateral tied to 
non-performing 
loans by increasing 
the efficiency of 
insolvency and 
recovery 
proceedings. 
Reduce the 
administrative and 
regulatory burden 
on businesses, 

Some Progress. 4. Increase the 
efficiency of 
administrative and 
tax courts 

Some Progress. 
(Relevant RRP 
measures being 
planned as of 2022) 

  4. Reduce overall 
reliance on fossil 
fuels, including in 
the transport sector. 
Accelerate the 
deployment of 
renewables by 
upgrading electricity 
transmission and 
distribution grids, 
enabling 
investments in 
electricity storage 
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mainly by reducing 
sector-specific 
barriers to licensing. 
Develop a roadmap 
to reduce 
restrictions in highly 
regulated 
professions. Increase 
the efficiency of 
administrative and 
tax courts, in 
particular by 
decreasing the 
length of 
proceedings. 
 
Split into Sub-CSRs 

and streamlining 
permitting 
procedures to allow 
for further 
development of 
wind, particularly 
offshore, and solar 
electricity 
production, as well 
as renewable 
hydrogen 
production. 
Strengthen the 
incentives 
framework for 
energy efficiency 
investments in 
buildings. Increase 
energy 
interconnections. 

• Allow for a 
swifter recovery 
of the collateral 
tied to Some 
Progress. The 
efficiency of 
insolvency and 
non-performing 
loans by 
increasing the 
efficiency of 
insolvency and 
recovery 
proceedings. 

Some progress 
(Relevant RRP 
measures being 
planned as of 2022) 

• Reduce the 
administrative 
and regulatory 
burden on 
businesses, 
mainly by 
reducing sector-

Limited progress 
(Relevant RRP 
measures being 
planned as of 2022) 
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specific barriers 
to licensing. 

• Develop a 
roadmap to 
reduce 
restrictions in 
highly regulated 
professions. 

Limited progress 
(Relevant RRP 
measures being 
planned as of 2022) 

• Increase the 
efficiency of 
administrative 
and tax courts, 
in particular by 
decreasing the 
length of 
proceedings. 

Some progress 
(Relevant RRP 
measures being 
planned as of 2022) 
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