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Economic Watch 

Portugal | Recovery continues, but at more moderate 

rates  
Angie Suárez 
December 12, 2019 

GDP growth in Portugal is expected to be slightly higher than estimated a few months ago. Specifically, 

GDP could reach 1.9% in 2019 (two tenths higher than previously estimated) and 1.7% in 2020. This upward 

revision is explained by the historical review1 of the activity data carried out by the Portuguese National Statistical 

Institute (INE) and because of the positive trend shown by some components of demand, even though the 

deterioration of the international context poses a risk.  

The revision of the National Accounts revealed an annual GDP growth greater than that previously known, 
seven tenths more in 2017 and three tenths in 2018. In addition, the new series reflected a quarterly GDP increase 

of one tenth higher than previously estimated, in both the first and second quarters of 2019.  

In the third quarter of the year, GDP growth slowed to +0.3% QoQ, three tenths lower than the progress of 

the previous quarter, in line with what BBVA Research expected. Growth was supported by the upsurge in 

domestic demand but was undermined by an increase in the negative contribution of external demand. For the 
fourth quarter of 2019, real-time estimates by BBVA Research suggest that the progress of activity will 

continue at moderate levels and is again likely to be around +0.3% QoQ SWDA supported2, mainly in 

domestic demand.  

This implies that the recovery in Portugal, though at a slow pace, remains within a context of greater uncertainty 

and deterioration of the prospects of the global economy, particularly in Europe.  

The statistical review of the national accounts reveals a greater recent 
growth in the Portuguese economy 

On November 29, the Portuguese National Statistical Institute published the data from the extraordinary review of 
the Annual and Quarterly National Accounts for the 1995-2019 period. Overall, the statistical changes were 

positive and equated to an upward revision of two tenths to the BBVA Research forecasts for 2019. The 

new series of national accounts based on 2016 for the 1995-2016 period resulted in slight changes; however, 
significant upward revisions were observed in the 2017 and 2018 periods (see Figure 1). This greater economic 

growth was the result of increases in both private consumption and investment (mainly in construction), as well as 

in service exports and the decline in imported goods. These combined to stimulate a greater contribution from 

domestic and external demand.  

  

                                              
1: The rev ision of the National Accounts base is usually carried out every five years in a coordinated manner at the European level, with the aim of incorporating new 

sources of data and methodological updates. 

2: Seasonally  and working-day adjusted (SWDA) data. All variations expressed in QoQ or MoM terms are calculated based on Seasonally and Working-Day 

Adjusted (SWDA) data. 
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In 2017, the annual GDP growth rate was revised by +0.7 pp to 3.5%, resulting from an upward correction in 

investment growth of +2.9 pp (mainly construction and intellectual property products) and exports of +0.6 pp, while 

private consumption was revised downward by -0.2 pp and growth in public consumption and imports remained 

unchanged. 

In 2018, GDP growth was revised upward by +0.3 pp to 2.4%, associated with a greater dynamism of private 

consumption, revised by +0.5 pp, of investment by +0.8 pp (with increases in all its components) and of exports 

and imports (+0.2 pp and +1.0 pp, respectively).  

In the first half of 2019, compared to the same period of the previous year, the GDP growth rate was also 

revised upward by 0.2 pp, as a result of the incorporation of new annual data and the re-estimation of quarterly 
accounts models. By components, while the average quarterly growth rate of domestic demand was revised 

upward (0.4%, from 0.2%), the new investment series reflects average quarterly growth of half a percentage point 

lower (1.6% versus 1.1%), with somewhat lower progress in productive investment and an increase in stocks and 

intellectual property products. On the other hand, private consumption advanced more than previously 

estimated. The average quarterly growth rate rose from negative to positive in 1H19 (from -0.1% to +0.3%). 

Finally, while the quarterly growth series were revised upward from the series previously published, the lower 
dynamism of the activity in the most recent period is appreciable, mainly with respect to that observed between the 

end of 2016 and 2017 (see Figure 3). 

By institutional sector, most notable was the upward revision of the savings rate as a percentage of 

disposable income over the entire period (see Figure 2). This was the result of a higher income available 

because of the incorporation of the new data on the balance of payments related to social benefits received from 
abroad and the reallocation of real estate income between non-financial corporations and individuals.  

Figure 1. GDP GROWTH (% QoQ) 
 Figure 2. HOUSEHOLD SAVINGS RATE 

(% OF SAVINGS AVAILABLE) 

 

 

 

Source: BBVA Research based on INE   Source: BBVA Research based on INE  
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The surge in private consumption boosted GDP growth in 3Q19 

Portuguese GDP growth fell by three tenths to 0.3% QoQ (+1.9% YoY) in the third quarter of 2019. The 

greater contribution of domestic demand compared to the previous quarter increased its contribution to GDP by 
three tenths, up to 0.9 pp. It was undermined by the increase in the negative contribution of external demand (-0.6 

pp; see Figure 4). Related to domestic demand, private consumption accelerated its growth to +1.1% QoQ 

(2.3% YoY) in 3Q19 compared to the previous quarter, while public consumption continued to show barely any 

variation, at +0.1% QoQ (+0.5% YoY).  

On the other hand, investment advanced 1.0% QoQ (8.8% YoY) in 3Q19, despite a decline in production , as 
expenditure on machinery and equipment fell -6.5% QoQ (+0.3% YoY) and -4.6% QoQ (+12.4% YoY) on transport 

material. In addition, stocks increased again over the quarter, by +83.4% QoQ (+135.8% YoY) and investment in 

construction virtually stagnated, at +0.6% QoQ (+10.9% YoY) after falling -1.3% YoY in the second quarter.  

Regarding net external demand, exports continued to fall in the third quarter: -0.8% QoQ (+2.6% YoY), while 

imports increased by six tenths compared to the previous quarter: +0.7% QoQ (+5.8%YoY).  In terms of 

services, after two quarters of decline, exports rose and advanced +3.4% QoQ (6.2% YoY) on 3Q19, while imports 
rose by +3.2% QoQ (+9.4% YoY). Exports of goods, on the other hand, fell -2.6% QoQ (+1.0%QoQ), following 

stagnation in the previous quarter, while purchases of goods abroad barely advanced: +0.2% QoQ (+5.1% YoY).  

In regard to the labor market, data corresponding to 3Q19 raise job growth to +0.5% QoQ SWDA (+1.0% 

YoY), increasing by six tenths with respect to the previous quarter of -0.1% QoQ (0.7% YoY). Therefore, corrected 

for the season, during the third quarter of the year, approximately 22,000 new jobs were created in the country and 
unemployment fell by one tenth to 6.5%, according to data from the Portuguese National Statistical Institute.  

Growth moderation is expected to continue in 4Q19  

For the fourth quarter of 2019, real-time estimates by BBVA Research suggest that the progress of the GDP will 

continue at moderate levels and is again likely to be around 0.3% QoQ, supported mainly by domestic demand.  

The signals drawn from expenditure indicators suggest that increased private consumption could return to positive 

territory in 4Q19. After the September downturn, retail sales increased by +2.1% MoM in October (+3.5% YoY, see 

Figure 5), but consumer confidence remains negative. Regarding employment, month-on-month growth virtually 

stagnated in October: -0.1% MoM (+0.9% YoY), preceded by three months of increase. 

Finally, regarding investment, the industrial production index rose in October to +3.0% MoM (-2.4% YoY) after two 

months of decline and industrial confidence remained in negative territory (see Figure 6).  
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Key activity indicators 

Figure 3. BBVA: GDP GROWTH (% YoY) AND 
FORECASTS 

 Figure 4. GDP (% YoY) AND CONTRIBUTION BY 
COMPONENTS (PP) 

 

 

 

Source: BBVA Research based on INE  Source: BBVA Research based on INE 

Figure 5. INDICATORS ASSOCIATED WITH 
CONSUMPTION 

 Figure 6. INDICATORS ASSOCIATED WITH 
INDUSTRY 

 

 

 

Source: BBVA Research based on INE  Source: BBVA Research based on INE 
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Figure 7. CONSTRUCTION SECTOR INDICATORS 
 Figure 8. NEW BUSINESS AND HOUSEHOLD 

LOANS (% YoY) 

 

 

 

Source: BBVA Research based on INE  Source: BBVA Research based on INE 

Figure 9. EXTERNAL SECTOR INDICATORS 
(% YoY) 

 Figure 10. EMPLOYED POPULATION 
(QUARTERLY VARIATION IN THOUSANDS OF 
PEOPLE) AND UNEMPLOYMENT RATE (%) 

 

 

 

Source: BBVA Research based on INE  Source: BBVA Research based on INE 
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ENQUIRIES TO: 

BBVA Research: Azul Street. 4. La Vela Building – 4th and 5th floor. 28050 Madrid (Spain). 

Tel. +34 91 374 60 00 y +34 91 537 70 00 / Fax (+34) 91 374 30 25  

bbvaresearch@bbva.com www.bbvaresearch.com 

DISCLAIMER 

This document has been prepared by BBVA Research Department. It is provided for information purposes only and expresses 

data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources 

w e consider to be reliable, and have not been independently verif ied by BBVA. Therefore, BBVA offers no w arranty, e ither 

express or implicit, regarding its accuracy, integrity or correctness. 

Any estimations this document may contain have been undertaken according to generally accepted methodologies and should 

be considered as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of future 

performance. 

This document and its contents are subject to changes w ithout prior notice depending on variables such as the economic 

context or market f luctuations. BBVA is not responsible for updating these contents or for giving notice of such changes. 

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.  

This document and its contents do not constitute an off er, invitation or solicitation to purchase, divest or enter into any interest in 

f inancial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or 

decision of any kind. 

With regard to investment in f inancial assets related to economic variables this document may cover, readers should be aw are 

that under no circumstances should they base their investment decisions on the information contained in this document. Those 

persons or entities offering investment products to these potential investors are legally required to provide the information 

needed for them to take an appropriate investment decision. 

The content of this document is protected by intellectual property law s. Reproduction, transformation, distribution, public 

communication, making available, extraction, reuse, forw arding or use of any nature by any means or process is prohibited, 

except in cases w here it is legally permitted or expressly authorised by BBVA. 
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