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Main messages

Activity

 GDP stagnated in Q2, but the positive year-on-year trend remain, growing 7,1%. Exports were the main support of growth, reflecting a strong
acceleration on goods exports and maintenance of strong growth on services, mainly due to the revival of tourism.

 High frequency indicators related to the tourism sector point to a strong summer season. in July the number of tourists surpassed the same pre-
pandemic month (+6,3%), for the 2nd time this year, and according to World Travel & Tourism Council the number of flights booked for the Summer
months puts Portugal in the 4th most popular destination in Europe.

 Headline inflation decreased to 9% in August, but core inflation accelerated to 6,5%. Supply bottlenecks and commodity prices continue to put
pressure on inflation and are forecasted to do so for longer than previously anticipated. Risks to our forecasts are biased on the upside.

 Indeed, our macroeconomic scenario is under revision:
 GDP growth in 2022 will probably exceed the 6% level, but should stay below our prediction of 6,6%. The scenario is less positive for 2023, as the

economy faces unfavorable risks with higher negative impact in 2023. These risks are related with the energy crisis in Europe increasing pressures
on energy prices and weighing on confidence, especially on the manufacturing sector. Demand will also be conditioned by a more sustained
increase in interest rates as a way to fight inflation. Our current forecasts for growth in 2023 (2%) may be reduced substantially.

 Housing prices carry strong momentum due to the upbeat tone of demand and the surge in construction costs, but the increase in interest rates
will probably weigh on the market in 2023. Prices should increase around 10% in 2022, but a considerable slowdown is expected in 2023, to around
1,5%. The likelihood of a severe correction in prices is quite low as prices remain in line with fundamentals and supply progresses smoothly.

 ECB will increase rates further than expected some months ago. Net asset purchases under APP ended on July 1st and key rates increased by 50bp in
July and 75 bp in September. Still in July, the ECB announced a new anti-fragmentation tool that we expect will continue to help contain the risk
premia of peripheral countries.

 After the end of central bank net asset purchases in July, the ECB covered 25% of the Government’s financing needs for 2022, going forward the
support will remain through reinvestments and the anti-fragmention tool. For 2022, the fiscal deficit is expected to decline to 1.7% of GDP (2,8% in
2022). And the public debt ratio to 119,5% of GDP from 127,4% in 2021. Still, according to IMF in a scenario of unchanged policies, public debt is seen
to fell below 100% in the medium term. At last, the Treasury liquidity cushion amounts to circa €25 bln (≈11% of GDP), close to historical maximums
(2018:€27 bln).

 In September, the Government adopted a set of measures to reduce the impact of inflation on households income, 2.4 bln euros (~1% of GDP),
which will be accommodated by the strong fiscal revenue increase in 1H22, with small impact on our forecasts for public deficit and debt.

Banking
Sector

 Credit quality indicators improved further in Q1 2022 and risks related with higher interest rates are contained, as macroprudential measures are
relatively tight. Recently, additional measures were taken in order to reduce the maturity of housing loans; additionally, before granting a loan, banks
have also to communicate the impact on the debt service of an hypothetical increase of interest rates by 300 basis points on mortgages loans.
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Main economic forecasts

Source: BPI Research.

%, yoy 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

GDP 0.8 1.8 2.0 3.5 2.8 2.7 -8.4 4.9 6.6 2.0

   Private Consumption 2.4 2.0 2.6 2.1 2.6 3.3 -7.1 4.5 6.0 1.5

   Public Consumption -0.6 0.8 0.8 0.2 0.6 2.1 0.4 4.1 2.2 -0.5

   Gross Fixed Capital Formation (GFCF) 2.3 5.9 2.5 11.5 6.2 5.4 -2.7 6.4 5.5 7.3

   Exports 4.3 6.3 4.4 8.4 4.1 4.1 -18.6 13.1 12.8 5.1

   Imports 7.9 8.0 5.0 8.1 5.0 4.9 -12.1 12.9 9.2 5.6

Unemployment rate 14.5 13.0 11.4 9.2 7.2 6.6 7.0 6.6 5.9 5.7

CPI (average) -0.3 0.5 0.6 1.4 1.0 0.3 0.0 1.3 7.1 3.2

External current account balance (% GDP) 0.2 0.2 1.2 1.3 0.6 0.4 -1.2 -1.1 -2.2 -1.1

General Government Balance (% GDP)  -7.4 -4.4 -1.9 -3.0 -0.3 0.1 -5.8 -2.8 -1.7 -0.7

General government debt (% GDP) 132.9 131.2 131.5 126.1 121.5 116.6 135.2 127.4 119.5 116.6

Risk premium (PT-Bund) (average) 252 189 307 269 138 98 89 60 100 107

Forecasts
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GDP: despite decelerating in Q2, prospects for 2022 growth remain 
positive, but clouds over 2023 are increasing

Daily economic indicator
yoy

 In Q2 2022, GDP stagnated on a quarterly basis and yoy growth slowed to 7,1%. Exports were the main support of growth, reflecting a strong acceleration on goods exports and maintenance of strong growth on
services, mainly due to the revival of tourism. Private consumption and GFCF slowed down. Domestic demand contributed with 3.7 percentage points to the year-on-year growth (10.0 p.p. in 1Q) and foreign demand
with 3.5 p.p. (1.7 p.p. in 2Q).

 In the meantime, the still scarce data for Q3 suggests that activity will perform positively in the current quarter, taking advantage of high season in tourism. For the rest of the year and in 2023, the Portuguese
economy faces unfavorable risks that could dampen economic growth in 2023. These risks are related with the energy crisis in Europe that is increasing pressures on energy prices with a negative impact in
consumption and production costs. Demand will also be conditioned by a more sustained increase in interest rates as a way to fight inflation.

 Our current forecast for 2022 will probably be slightly downward adjusted, but the 2% growth expected on our main scenario for 2023, may suffer a strong downward revision.

Coincident indicators
yoy

Source: BPI Research, from BoP. Source: BPI Research, from BoP.
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The pace of expansion will slow towards the end of the year

 Most high frequency data suggest a scenario of slower expansion in 2H 22. Nevertheless, data related with consumption and tourism continues strong and showing some support to growth.

 We estimate that families had accumulated €11,6 million (5% of GDP) since the beginning of the pandemic, that will accommodate the environment of higher inflation and higher interest rates.

 Sentiment indicators: Consumers confidence remains unchanged, but at very low levels; in manufacturing and construction the sentiment worsened.

Confidence indicators
Level

Economic indicators
normalized indices1

Note: normalized series have a mean of zero and standard deviation of 1
Source: BPI Research, from INE.
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Robust labor market with signs of scarcity

 Employment is at maximum levels and labour market data suggest that it will continue strong. This is an important factor supporting consumption and economic growth.

 Difficulties in hiring is one of the obstacles pointed out by companies.

Unfilled job vacancies
Number of vacancies

People employed and employment rate
Mil persons

Source: BPI Research, from INE.
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Inflation: global inflation slowed 1 tenth in August, but the period of 
high inflation will be longer 

The global and core inflation
Year-on-year (%)

 Inflation fell to 9.0% in August from 9.1% in July, as energy inflation slowed to 24% from 31.2%. But the environment of high energy prices has been spreading to other components (processed food for example),
intensified by the impact of scarcity of inputs in a period of strong demand. Core inflation accelerated to 6.5%, from 6.2%.

 Risks to our current forecast for Inflation in 2022 (7.2%) are biased on the upside.

The inflation traffic light
% of CPI basket

Source: BPI Research, from INE.
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The government announced a program to reduce the impact of 
inflation on households’ budgets

Measures included in the package amount to €2.4bn euros (~1% of GDP)

 Individuals with a monthly income up to €2700: one-off payment of €125 in October. 5,8 million of individuals will benefit from this measure.

 All families regardless of income level: one-off payment of €50 per each son up to 24 years old. 2,2 million will be covered.

 Retired: one-off monthly payment equivalent to 50% of the pension, with possible downward consequences on the annual revision scheduled for 20231. 

 Consumers: permission to change from the liberalized gas market and return to the regulated2 one, avoiding exponential price increases.

 House rental: Limit rent increases to 2%.

 Public transports: Freeze tariffs during 2023.

 VAT on electricity: reduction to 6% from 13% between October 2022 and December 2023.

 Extension of the suspension of the carbon tax increase; return to households of the additional VAT revenue; the reduction of the tax on oil products up to the end of 2023.
1 The formula for calculate the update of pensions is indexed to inflation and GDP; given the strong increase of inflation and expectation that GDP will grow above  6%, this would imply an update of pensions of around 8% in 2023; the 
government will propose a revision of this formula in order to limit increases above 4.43%, that probably will be approved, as it have the majority in the parliament.

2 prices on the regulated market are lower than in the liberalized one because they are based on long-term contracts signed 20 years ago with Algeria and Nigeria and with a more stable price than the spot price.

 These measures weight about 1% of GDP and does not put in risk the fulfillment of the Government's deficit target for 2022. The official target is 1,9% of GDP in 2022 and considering that the budget execution until
July indicates that the deficit would end the year at around 0,8%.

 This program does not put pressure on public accounts, allowing the maintenance of the path of reduction of the debt ratio. Indeed, one of the factors that would put most pressure on public accounts in 2023 - the
update of pensions - will be mitigated with the probable approval of the revision of the calculation formula of the update factor, which aims to reduce by about half, ie instead of updates in the order of 8%, the update in
2023 will be around 4-4.5%.

 Up to the end of the month it is probably that Government announce support measures for corporates.
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Tourism is recovering as Covid related restrictions were removed

 Guests: in July the number of tourists surpassed the same pre-pandemic month (+6,3%), for the 2nd time this year. The number of non-residents surpassed by the 1st time the 2019 level (+2,1%); resident tourists
surpassed the numbers of 2019 (+13,3%), for the 4th month in a row. In the 1S 22, the income from tourist accommodation establishments was 4,8% above the same period in 2019.

 In the most recent booking surveys Portugal is identified as one of the most resilient destinations in 3Q 2022 (only -9% of international tourists than in 2019).
 Despite this good behavior, we only expect the sector to recover completely to above pre-pandemic levels in 2023.

Number of guests (foreign and national)
Thousand

Number of guests (foreign and national)
versus same period of 2019 (%)

Source: BPI Research, based on EUROCONTROL data.

Source: CaixaBank Research, based on INE data.

Q1 21 Q2 21 Q3 21 Q4 21 Q1 22 Q 22 jul-22

TOTAL -83% -64% -31% -19% -19% -2% 6%

United Kingdom -97% -80% -61% -35% -21% 2% 6%

Germany -93% -84% -57% -17% -26% -4% 3%

Spain -93% -71% -37% -17% -30% -3% 5%

France -91% -83% -31% -28% -15% -11% 6%

Brazil -96% -93% -86% -52% -44% -27% -28%

US -98% -94% -63% -40% -15% 25% 32%

Others -95% -90% -74% -59% -53% -31% -14%
        


Figura 1

				Consumo privado		Consumo público		FBCF		Existências		Proc.externa líquida		PIB

		3T 21		1.1		0.2		-0.3		0.3		1.4		2.7

		4T 21		0.7		-0.1		0.8		-0.1		0.4		1.7

		1T 22		1.1		0.2		0.6		0.1		0.4		2.5

		2T 22		-0.2		-0.1		-0.8		-0.0		1.1		-0.0















Portugal: PIB

contributos para a variação trimestral



Consumo privado	3T 21	4T 21	1T 22	2T 22	1.0833303426817331	0.70215997387297435	1.1167162061684242	-0.1898879660231555	Consumo público	3T 21	4T 21	1T 22	2T 22	0.23207456447001698	-0.12481654735538773	0.21347250913245711	-6.140449047055805E-2	FBCF	3T 21	4T 21	1T 22	2T 22	-0.34962724744894103	0.83068856731095952	0.63897742178384442	-0.82998326062534666	Existências	3T 21	4T 21	1T 22	2T 22	0.33254604558544149	-8.4262644337383508E-2	8.6045817895902613E-2	-6.5356645274471743E-5	Proc.externa líquida	3T 21	4T 21	1T 22	2T 22	1.4269495203334579	0.41709207209178517	0.43116289257209434	1.074382513299023	PIB	3T 21	4T 21	1T 22	2T 22	2.7252732256217049	1.740861421582955	2.4863748475527117	-6.9585604653012905E-3	









Figura 2_substituido

				Total e Agregados especiais		Anos		Meses

								Jan		Fev		Mar		Abr		Mai		Jun		Jul		Ago		Set		Out		Nov		Dez



				Total		2021		0.30		0.48		0.45		0.55		1.24		0.51		1.47		1.54		1.48		1.83		2.58		2.74

				             		2022		3.34		4.19		5.33		7.20		8.00		8.73		9.06										



				Total exceto Habitação		2021		0.23		0.43		0.41		0.52		1.22		0.44		1.44		1.51		1.46		1.83		2.61		2.77

				             		2022		3.39		4.28		5.46		7.40		8.23		8.99		9.33										



				Total exc. produtos alimentares não transformados e energéticos		2021		0.55		0.66		0.14		0.08		0.63		-0.25		0.85		0.92		0.85		1.07		1.70		1.82

						2022		2.45		3.18		3.82		4.96		5.57		5.98		6.24										



				Total exceto produtos alimentares não transformados		2021		0.12		0.36		0.36		0.75		1.41		0.54		1.56		1.70		1.71		2.16		2.81		2.68

						2022		3.34		4.26		5.26		6.92		7.53		8.31		8.52										



				Total exceto produtos energéticos		2021		0.70		0.76		0.27		-0.05		0.54		-0.19		0.83		0.85		0.71		0.85		1.59		2.00

				             		2022		2.56		3.25		4.07		5.52		6.32		6.73		7.11										



				Prod. alimentares não transformados		2021		1.70		1.38		1.29		-1.09		-0.14		0.13		0.55		0.16		-0.36		-0.73		0.79		3.21

				             		2022		3.38		3.74		5.83		9.41		11.64		11.95		13.22										



				Produtos energéticos		2021		-4.38		-2.98		2.36		8.07		9.93		8.95		8.68		9.31		10.50		13.36		14.14		11.18

						2022		12.15		14.98		19.82		26.72		27.31		31.66		31.18										



				Bens		2021		0.27		0.46		0.36		1.42		2.24		1.63		2.06		2.11		1.79		2.15		2.74		3.22

						2022		4.18		5.21		6.81		8.83		10.24		11.44		11.83										



				Serviços		2021		0.40		0.59		0.53		-0.73		-0.20		-1.10		0.66		0.81		1.01		1.31		2.26		2.01

						2022		2.04		2.63		3.12		4.77		4.65		4.68		4.93										





				(1)  Classificação do Consumo Individual por Objetivo

						2022

						Jan		Fev		Mar		Abr		Mai		Jun		Jul

				Total		3.3		4.2		5.3		7.2		8.0		8.7		9.1																						atualizado

				Prod. alimentares 		3.4		3.7		5.8		9.4		11.6		12.0		13.2

				Bens		4.2		5.2		6.8		8.8		10.2		11.4		11.8

				Produtos energéticos		12.2		15.0		19.8		26.7		27.3		31.7		31.2

				Serviços		2.0		2.6		3.1		4.8		4.7		4.7		4.9









IPC: variação homóloga por agregados

(%)



Total	Jan	Fev	Mar	Abr	Mai	Jun	Jul	2022	3.34	4.1900000000000004	5.33	7.2	8	8.73	9.06	Prod. alimentares 	Jan	Fev	Mar	Abr	Mai	Jun	Jul	2022	3.38	3.74	5.83	9.41	11.64	11.95	13.22	Bens	Jan	Fev	Mar	Abr	Mai	Jun	Jul	2022	4.18	5.21	6.81	8.83	10.24	11.44	11.83	Produtos energéticos	Jan	Fev	Mar	Abr	Mai	Jun	Jul	2022	12.15	14.98	19.82	26.72	27.31	31.66	31.18	Serviços	Jan	Fev	Mar	Abr	Mai	Jun	Jul	2022	2.04	2.63	3.12	4.7699999999999996	4.6500000000000004	4.68	4.93	









Figura 2 
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				Prod. alimentares não transformados		2021		1.70		1.38		1.29		-1.09		-0.14		0.13		0.55		0.16		-0.36		-0.73		0.79		3.21

				             		2022		3.38		3.74		5.83		9.41		11.64		11.95		13.22										



				Produtos energéticos		2021		-4.38		-2.98		2.36		8.07		9.93		8.95		8.68		9.31		10.50		13.36		14.14		11.18

						2022		12.15		14.98		19.82		26.72		27.31		31.66		31.18										



				Bens		2021		0.27		0.46		0.36		1.42		2.24		1.63		2.06		2.11		1.79		2.15		2.74		3.22

						2022		4.18		5.21		6.81		8.83		10.24		11.44		11.83										



				Serviços		2021		0.40		0.59		0.53		-0.73		-0.20		-1.10		0.66		0.81		1.01		1.31		2.26		2.01

						2022		2.04		2.63		3.12		4.77		4.65		4.68		4.93										





				(1)  Classificação do Consumo Individual por Objetivo

						2022

						Jan		Fev		Mar		Abr		Mai		Jun		Jul

				Total		3.3		4.2		5.3		7.2		8.0		8.7		9.1																						atualizado

				Prod. alimentares 		0.40		0.44		0.69		1.11		1.37		1.41		1.55

				Produtos energéticos		0.98		1.21		1.60		2.16		2.21		2.56		2.52

				Subjacente		1.96		2.55		3.06		3.98		4.46		4.79		5.00







				Ponderadores

				Total		10,000,000

				             												Var. Homóloga

				Total exceto Habitação		9,544,868		0.9544868								Jan		Fev		Mar		Abr		Mai		Jun		Jul

				             										Total		3.3		4.2		5.3		7.2		8.0		8.7		9.1

				Total exc. produtos alimentares não transformados e energéticos		8,014,520		0.801452						Prod. alimentares 		3.4		3.7		5.8		9.4		11.6		12.0		13.2

														Bens		4.2		5.2		6.8		8.8		10.2		11.4		11.8

				Total exceto produtos alimentares não transformados		8,824,086		0.8824086						Produtos energéticos		12.2		15.0		19.8		26.7		27.3		31.7		31.2

														Serviços		2.0		2.6		3.1		4.8		4.7		4.7		4.9

				Total exceto produtos energéticos		9,190,434		0.9190434						Subjacente		2.45		3.18		3.82		4.96		5.57		5.98		6.24

				             

				Prod. alimentares não transformados		1,175,914		0.1175914

				             

				Produtos energéticos		809,566		0.0809566



				Bens		6,100,867		0.6100867



				Serviços		3,899,133		0.3899133



IPC: Contributo para a variação homóloga

(%)



Prod. alimentares 	Jan	Fev	Mar	Abr	Mai	Jun	Jul	2022	0.39745893199999999	0.43979183600000005	0.68555786200000002	1.106535074	1.3687638960000001	1.4052172299999999	1.5545583080000001	Produtos energéticos	Jan	Fev	Mar	Abr	Mai	Jun	Jul	2022	0.98362269000000002	1.212729868	1.6045598120000002	2.1631603519999998	2.2109247459999999	2.5630859560000001	2.524226788	Subjacente	Jan	Fev	Mar	Abr	Mai	Jun	Jul	2022	1.9635574000000002	2.5486173600000002	3.06154664	3.9752019200000004	4.4640876400000007	4.7926829600000005	5.0010604800000005	









Figura 3

				Emprego (esc.esq.)		Taxa emprego (esc.dir.)

		1T 2017		4496.8		51.8																				atualizado

		2T 2017		4573.6		52.7

		3T 2017		4630.2		53.4

		4T 2017		4662.9		53.8

		1T 2018		4668.1		53.9

		2T 2018		4711.6		54.4

		3T 2018		4743.7		54.8

		4T 2018		4751.4		54.8

		1T 2019		4738		54.5

		2T 2019		4774.2		55.0

		3T 2019		4806.6		55.4

		4T 2019		4785.9		55.1

		1T 2020		4744.2		54.4

		2T 2020		4601.6		52.8

		3T 2020		4658.4		53.5

		4T 2020		4730.6		54.2

		1T 2021		4681.6		53.9

		2T 2021		4810.5		55.3

		3T 2021		4878.1		56.1

		4T 2021		4879		56.0

		1T 2022		4900.9		56.4

		2T 2022		4901.8		56.4



Emprego (esc.esq.)	2T 2017	3T 2017	4T 2017	1T 2018	2T 2018	3T 2018	4T 2018	1T 2019	2T 2019	3T 2019	4T 2019	1T 2020	2T 2020	3T 2020	4T 2020	1T 2021	2T 2021	3T 2021	4T 2021	1T 2022	2T 2022	4573.6000000000004	4630.2	4662.8999999999996	4668.1000000000004	4711.6000000000004	4743.7	4751.3999999999996	4738	4774.2	4806.6000000000004	4785.8999999999996	4744.2	4601.6000000000004	4658.3999999999996	4730.6000000000004	4681.6000000000004	4810.5	4878.1000000000004	4879	4900.8999999999996	4901.8	Taxa emprego (esc.	dir.)	2T 2017	3T 2017	4T 2017	1T 2018	2T 2018	3T 2018	4T 2018	1T 2019	2T 2019	3T 2019	4T 2019	1T 2020	2T 2020	3T 2020	4T 2020	1T 2021	2T 2021	3T 2021	4T 2021	1T 2022	2T 2022	52.7	53.4	53.8	53.9	54.4	54.8	54.8	54.5	55	55.4	55.1	54.4	52.8	53.5	54.2	53.9	55.3	56.1	56	56.4	56	.4	











Figura 4





						Q1 21		Q2 21		Q3 21		Q4 21		Q1 22		Q 22		Jul-22								atualizado

				TOTAL		-83%		-64%		-31%		-19%		-19%		-2%		6%

				United Kingdom		-97%		-80%		-61%		-35%		-21%		2%		6%

				Germany		-93%		-84%		-57%		-17%		-26%		-4%		3%

				Spain		-93%		-71%		-37%		-17%		-30%		-3%		5%

				France		-91%		-83%		-31%		-28%		-15%		-11%		6%

				Brazil		-96%		-93%		-86%		-52%		-44%		-27%		-28%

				US		-98%		-94%		-63%		-40%		-15%		25%		32%

				Others		-95%		-90%		-74%		-59%		-53%		-31%		-14%











Fonte: BPI Research, com  base nos dados do INE.



Figura 5





		 		OT 10 anos		Taxa juro implícita dívida

		2011		10.2		4.4

		2012		10.6		4.2

		2013		6.3		3.8

		2014		3.8		3.8

		2015		2.4		3.6

		2016		3.2		3.3

		2017		3.1		3.0

		2018		1.85		2.8

		2019		0.77		2.5

		2020		0.42		2.3

		2021		0.29		1.9

		2022		2.01		1.9

















































OT 10 anos	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	10.155333333333333	10.59525	6.2687499999999998	3.7576666666666672	2.4265833333333333	3.2049166666666662	3.0637500000000002	1.8470000000000002	0.77016666666666656	0.41975000000000001	0.28741666666666671	2.0136666666666669	Taxa juro implícita dívida	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	4.3958942807625645	4.1809536187563712	3.7925971633818389	3.7685828149126648	3.5813912952764295	3.2827342636845316	3.0169357311551561	2.792577308743418	2.5371709516750549	2.3168073126581392	1.9109833633354518	1.8571357469659975	









Figura 6



						Habitação

		2006		Jul-06		10881

		2007		Jul-07		10784

		2008		Jul-08		8969

		2009		Jul-09		5158

		2010		Jul-10		6141

		2011		Jul-11		3511

		2012		Jul-12		1116

		2013		Jul-13		1135

		2014		Jul-14		1263

		2015		Jul-15		1908

		2016		Jul-16		2900

		2017		Jul-17		4003

		2018		Jul-18		5093

		2019		Jul-19		5311

		2020		Jul-20		5729

		2021		Jul-21		8032

		2022		Jul-22		9054



Habitação	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	10881	10784	8969	5158	6141	3511	1116	1135	1263	1908.4300000000003	2900.3700000000003	4002.95	5092.97	5310.9099999999989	5728.8	8031.92	9053.510000000002	
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The real estate sector: resilience and solid fundamentals

 Housing prices continue to accelerate and going forward the market should continue resilient as there are no signals of oversupply. On the other hand, prices are expected to moderate in the future, in line with the
end of Vistos Gold in main cities as well as some cooling down expected from domestic buyers due to the end of some Covid-related supporting measures (namely moratoriums), the upward trend in interest rates, and
also due to the impact of inflation on disposable incomes. Housing prices increased 9.4% in 2021 and are expected to accelerate to around 10% in 2022. Afterwards we expect a cooling down reflecting the harsher
financial environment, despite the supporting supply evolution.

Construction costs index for new homes
yoy % change

Housing prices 
Year on year (%)

Source: BPI Research, based on INE data.Source: BPI Research, based on INE and Confidencial Imobiliário data.
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Public accounts: focused on consolidation 

Public Balance (cash basis) plan 2022
Year-to-date (% GDP)

Source: BPI Research, based on Bank of Portugal; forecasts by CaixaBank Research.
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 Up to July, the public deficit (cash basis) stood below pre-pandemic levels, reflecting strong revenue growth and cost control.
 The strong labor market is contributing to the rise of revenues; and ultra-accommodative monetary policy as well as active debt management have been reducing the interest bill.
 Public debt (% of GDP) decreased by 7.7 p.p. to 127.4% in 2021 and to 125.6% in Q2, and is forecasted to decline to 119.5% of GDP by year end, reflecting the expected narrowing of the fiscal balance and strong nominal

GDP growth. We expect fiscal deficit to reduce to 1.7% of GDP in 2022, from 2.8% in 2021, in line with the Government forecast of 1.9% of GDP.

January-July 2019 2020 2021 2022 Var. 2022
vs 2019

Var.2022 vs 2021 
(million euros)

Revenues 39,7 38,0 39,1 41,8 2,1 7.731

Tax Revenue 22,4 20,7 21,1 23,5 1,1 5.493

Social Security Contributions 10,1 10,7 10,9 11,0 0,9 1.292

Expenses 40,1 45,2 44,9 41,4 1,4 142

Personnel expenses 9,7 10,9 10,8 10,2 0,5 324

Current Transfers 17,3 20,2 20,2 18,3 1,1 -354

Acquisition of Goods and Services 5,5 6,0 5,6 5,8 0,3 764

Interests 4,3 4,2 3,4 3,0 -1,3 -263

Investment 1,8 2,2 2,6 2,4 0,5 -1

Budget Balance (cash basis) -0,4 -7,3 -5,8 0,3 0,7 7.589

Budget execution (cash basis)
Year-to-date (% GDP, unless otherwise specified)

Budget Balance (accrual basis) +0.1 -5.8 -2.8 -1.7*

Primary current expense 36.7 42.1 41.9 40.4* Note (*): BPI. estimate
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Prudent fiscal stance, the liquidity cushion and ECB reinvestments 
provide comfort in an uncertain environment

 Financing needs for 2022 amount to €23 bn, minus €4 bn than in 2021. Up to the end of the APP and PEPP programs, ECB’s net acquisition of Portuguese debt amounted to around €6 bn, circa 25% of financing needs in
2022, pushing net financing needs not covered by the ECB to pre pandemic levels. Still, the current liquidity cushion amounts to around €25 bn (c. 11% of GDP).

 The Portuguese treasury is carrying out a policy of repurchase of short-term securities and selling bonds with longer maturities, removing pressure on public debt in the short term. In July, the Treasury repurchased €763
million of debt maturing in 2023 and 2024 and sold debt maturing in 2028 and 2035.

 The sovereign risk premium has increased following the end of net asset purchases, but we expect it to remain within reasonable bounds supported also by the ECB new anti-fragmentation tool. Apart from active debt
management, the solid macro fundamentals and positive evaluation from the several rating agencies, will probably also cushion risk premia going forward.

Funding needs
(Billion euros)

Portuguese Public debt Maturity Profile
(Billion euros)

Source: BPI Research, based on DGO and Bloomberg; forecasts by BPI Research.
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 The end of moratorium justifies the return of the deleveraging trend in the private sector. Corporate debt levels remain below euro area average despite the recent pick-up in credit outstanding (mostly due to state
guaranteed credit lines). Household debt shows more gradual reduction, reflecting expanding mortgage lending.

 Up to July 2022, new operations showed a positive trend: new credit for NFC and households increased 10.6% and 16.4%, respectively. The dynamics was especially positive since March, and for NFC; mortgage credit
continues very strong even if it is slowing down. However, interest rates on new mortgage credit have started to increase, reflecting the market expectations for the monetary policy normalization. This increase, as well
as the setback in confidence after the Ukraine war, could cool down the new mortgage credit operations going forward. Regarding NFC, credit outstanding will decline due to the progressive maturity of Covid-credit lines
and also due to moderate demand of new credit, as companies are constrained by high inflation and increasing interest rates.

The Portuguese banking system: 
In a solid position to face a more stressed environment (1)

Gross private debt
% of GDP, non consolidated debt.

Private domestic credit
Year on year (%)

New lending activity by sector
Accumulated in the year, Bn euros

Source: ECB, Eurostat Source: Bank of Portugal
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Non-financial corporations 6.9% -0.3% -3.6%
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 NPLs continue to decline, despite the fact that debt moratoria have already expired. The NPL ratio declined by 1 tenth to 3,6% in 1Q22.
 Profitability is improving on a moderate basis, exceeding levels in the pre-pandemic period (ROE stood at 8,4% in 1Q22 and 5,4% in 4Q21 at the consolidated level). In addition, the expected path for interest rates

represents a tailwind for Portuguese banks.
 The capital position of Portuguese banks provides buffers against the risks that could arise due to the conflict in Ukraine. The CET1 ratios remain above the regulatory minimum.

The Portuguese banking system:
In a solid position to face a more stressed environment (2)

NPLs and coverage ratios
%

Banks’ profitability
In % of average total assets (Q1 22; trailing 12M)

Banks’ solvency and liquidity position
In % (Q1 22)

Coverage ratio
In % of NPLs

NPL ratio1

In % of gross loans

Cost of risk1

0.5% in 2019
0,3% in Q1 2022
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Note (1): flow of impairments to credit as a percentage of total gross. 
Source: Bank of Portugal
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Source: Banks publications, BoP

Notes: 1) the values for BCP and CGD refer to ROE; calculation methodologies differ between banks.

BPI BCP San Totta CGD NB* Montepio

Net interest income 1.2% 1.3% 1.3% 0.7% 1.3% 1.2%

Net fees 0.7% 0.8% 0.7% 0.5% 0.6% 0.6%

Gains on financial 
assets

0.1% 0.2% 0.5% 0.2% 0.4% 0.0%

Other net profits -0.2% -0.2% -0.1% 0.0% -0.3% -0.1%

Gross income 1.8% 2.2% 2.4% 1.6% 2.0% 1.7%

Operating expenses -1.2% -1.2% -1.0% -0.5% -0.9% -1.4%

Operational result 0.7% 0.9% 1.5% 1.1% 1.1% 0.3%

Impairement losses, 
taxes and others

-0.2% -0.8% -1.2% -0.5% -0.5% -0.7%

Profit 0.4% 0.1% 0.3% 0.6% 0.6% -0.4%

ROTE1 5.9% 0.4% 3.5% 7.2% nd nd

1average 4 quarters; for BCP and CGD data available is for ROE
* Q4 2020
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