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Economy accelerated further in the first three months of 2017, expanding 1.0% qoq 


 
The first quarter showed a particularly impressive acceleration of growth, which can be partly tied to a cyclical 

recovery, nevertheless bringing economic perspectives upwards for the Portuguese economy. Year-on-year 
growth was the highest since the last quarter of 2007, mostly supported by a solid performance of exports, which 

grew at a faster pace than imports. Domestic demand still contributed positively, but at a slower pace, and more 
heavily supported on the much awaited recovery of investment, likely to be particularly felt in the construction 
sector. Private consumption still grew year-on-year, albeit showing some (healthy) deceleration. 




The preliminary estimate showed 2.8% yoy 

growth in Q1 2017, the highest pace of expansion 
since the final quarter of 2007 – the Bank of 
Portugal’s coincident indicator for economic activity was 
also at 2007 highs in March. The economy had expanded 
2.0% yoy in Q4 2016. This should raise prospects for 
2017 – we expect a GDP increase over 2% for the whole 
year. Furthermore, this expansion is consistent with the 

solid numbers of the labour market, divulged last week, 
which put the unemployment rate at 10.1% (-2.3 p.p.) 
in the first three months of the year.  


The Portuguese economy grew 1.0% qoq, 0.3 
percentage points more than in the previous three 
months. This is also the fastest pace of growth seen in 
a first quarter since 2010. 


Net external demand saw its contribution become positive from negative in the previous quarter (both 
in year-on-year and quarter-on-quarter terms). Exports increased further than imports, with the comparison 
for both fuel exports and shipments to Angola benefitting from negative temporary effects felt in the first three 
months of 2016 – the data available on goods exports show a 48.3% yoy increase in exports to Angola in Q1, 
and increases overall in almost all the main trading partners, with the Spanish economy contributing with 3.9 
p.p. for export growth. Moreover, tourism indicators are still pointing at a large effect of these activities in services 

exports – total revenue increased 16.2% yoy in the first two months of 2017. 


Domestic demand contributed positively for economic growth in yearly terms, although less than in 
the previous quarter. Consumption decelerated, thus implying a rather healthy composition of the growth 

profile, probably even allowing for a further recovery of the savings rate, still at a very low point. Most 
importantly, investment accelerated, thus confirming its improvement trajectory begun in the final 
quarter of 2016, as shown by various higher frequency indicators: imports of capital goods were increasing at 
a fastening pace in the beginning of the year, and the capital goods industrial output index saw positive year-on-

year changes again (it had been negative since the second half of 2016); although there is no quantitative 
information, these same high-frequency data point towards a large contribution of construction, based on cement 
sales and the confidence index of the industry, a sector which was particularly affected by the crisis. Finally, there 
was a quarterly decrease of stocks: despite no knowledge of the extent of this fall, it is nevertheless a good omen 
for investment growth in the following quarter. All in all, domestic demand had a negative contribution for 
quarterly growth. 
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