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Quarterly Sector Accounts
3" quarter of 2013

Net lending of the Portuguese economy maintained the increase

In the year ending in the 3™ quarter of 2013, the net lending of the Portuguese economy increased to 1.8% of GDP
(1.6% of the GDP in the 2" quarter of 2013). Similarly to what occurred in the previous quarter, this result mainly

reflected the improvements in the balance of goods and services.

The households saving rate decreased slightly to 13.5% in the year ending in the 3™ quarter of 2013 (13.6% in the
previous quarter). This increase was determined by the reduction of 0.3% in the disposal income, which was slightly
more significant than the decrease in final consumption. Despite that reduction, the households net lending stabilized at
7.8% of GDP in the year ending in the 3™ quarter of 2013. Non-financial corporations and financial corporations

balances stood respectively at -1.9% and 2.1% in the year ending in the 3™ quarter of 2013.

The net borrowing of general government increased from 6.1% of GDP in the year ending in the 2™ quarter of 2013 to
6.3% in the year ending in the 3™ quarter of 2013. In the first three quarters of 2013 the net borrowing of general
government stood at -5.9% of GDP (-6.1% for the same period of 2012).

Gross National Income and GDP at current prices both increased by 0.2%. Current Saving increased by 2.5%,

determined by the improvement of the Gross Disposable Income.

The unit labour costs increased by 0.6%, which was determined by a year-on-year increase in average compensation of

employees stronger than the year-on-year increase in productivity.

The current results are the preliminary version of the
Quarterly Sector Accounts for the 3rd quarter of 2013.
Unless stated otherwise, the results and graphics in this
press release are presented as the cumulated sum of 4
quarters. The change rates compare the year ending in
the reference quarter with the year ended in the
previous quarter. All variables are valued at current

prices.

Quarterly sector accounts — 3" quarter of 2013

Besides the attached tables to this press release,
additional information can be accessed in Statistics

Portugal's website.

Main results

The Portuguese economy registered a net lending of
1.8% of GDP in the year ending in the third quarter of
2013 (1.6% in the year ending in the 2" quarter of
2013). This evolution was mainly due to the

improvement of the balance of goods and services,
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determined by the increase of 1.6% in exports, which
more than compensated the increase of 0.9% in
imports.
The net borrowing of the general government sector
(GG) reached 6.3 % of the GDP in the year ending in
the 3 quarter of 2013, which compares with 6.1%
recorded in the previous quarter. On the revenue side,
the current taxes on income presented the most
significant increase, with a change rate of 4.8% in the
year ending in the 3 quarter of 2013 (6.8% in the
previous quarter). There were increases in almost all
expenditure items, with emphasis on the increase of
social benefits (change rate of 1.5% in the 3™ quarter

of 2013) and acquisitions less disposals of fixed assets.

In the first three quarters of 2013 the net borrowing of
general government stood at -5.9% of GDP (-6.1% for
the same period of 2012).

For all the other domestic sectors, the net lending
represented 8.1 % of the GDP in the year ending in the
3" quarter of 2013, which compares with a net lending
of 7.7 % of the GDP in the year ending in the previous
quarter. This behaviour was mostly determined by the
improvement of the net borrowing of non financial
corporations from -2.6% to -1.9% of GDP, while the
net lending of the financial corporations sector stood at
2.1% of GDP in the 3™ quarter of 2013 (2.5% in the
previous quarter).

Comparing with the 2" quarter of 2013, the net lending
of the households sector remained stable at 7.8% of
GDP in the year ending in the 3™ quarter of 2013.

The following picture shows a comparison between the
years ending in the 2" and 3" quarters for the net

lending/borrowing of the several sectors.

Quarterly sector accounts — 2™ quarter of 2013
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Figure 1-Net Lending / Net Borrowing by institutional sector
(in % of GDP, accumulated sum of 4 quarters)
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Households: net lending stood at 7.8% of GDP

The net lending of the households stabilized at 7.8% of
GDP in year ending in the 3™ quarter of 2013, despite
the reduction of 0.9% in gross savings. This reduction
was offset by the increase in the balance of capital
transfers and by the reduction of Gross Capital

Formation of the households.

The decrease in disposable income was mainly
determined by the evolution of income taxes paid by
households which increased by 5.6% in the year ending
in the 3 quarter of 2013. The compensation of
employees decreased 0.2% in the year ending in the
3" quarter of 2013. However, there were opposite
effects, with compensation of employees paid by the
non-financial corporations decreasing while those paid

by the GG sector increased.
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General Government: net borrowing increased
by 0.2 p.p.

The net borrowing of general government sector
recorded an increase of 0.2 p.p. in the year ending in
the third quarter of 2013 comparing with the year
ending in the previous quarter, attaining 6.3% of GDP.
This increase in net borrowing resulted from a higher
rise in expenditure than in revenue (see tables 1 and
2).

All the components of current revenue presented
increases in the year ending in the third quarter of
2013, notably taxes on income and wealth, which
increased by 4.8%. In contrast, capital revenues

decreased in the year ending in the third quarter.

On the expenditure side, all items of current and
investment expenditure increased comparing with the
year ending in the second quarter of 2013. As far as
the behaviour of investment expenditure is concerned,
the increase of 24.6% for this item mainly reflects a
base effect in the use of moving averages
methodology. This base effect is associated with the
recording in the third quarter of 2012 of the revenue
from the auction attributing the user rights for the 4™
generation of mobile phone frequencies. Such revenue
was recorded as a sale in Acquisitions less disposals of
non-financial non-produced assets, which is included in
investment. Even though, Gross Fixed Capital
Formation increased by 3.5% in the year ending in the
third quarter of 2013, mainly determined by the

behaviour of the Regional and Local Governments.

Taking into consideration quarterly figures rather than
the sum of four quarters, the net borrowing of general
government stood at -1,533.3 million Euros in the third
quarter of 2013, corresponding to -3.6% of GDP.

Quarterly sector accounts — 2™ quarter of 2013
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Considering the sum of the three quarters of 2013, the
global balance of general government attained -7,165.6
million Euros, corresponding to -5.9% of GDP (-6.1%
for the same period of 2012). This result is depicted in
table 3.

As it was already mentioned in previous press releases,
in the compilation of the budget deficit in National
Accounts it is necessary to make several adjustments to
Public Accounting data. Indeed, Public Accounting data
is on a cash basis, meaning that expenditures and
revenues are recorded in the accounting period in
which they are paid and received. On the contrary, in
National Accounts, expenditure and revenue are
recorded on an accrual basis, that is, in the accounting
period to which they refer to, regardless of whether
their payment is made or their revenue is received in a
different period. Another important adjustment is
related to sector delimitation of general government. In
National Accounts, the general government sector
includes entities which are not considered in Public
Accounting. Similarly, entities which are not part of
general government sector from a National Accounts
viewpoint but are included in Public Accounting should

be excluded.

Finally, there are transactions that, according to the
Framework of National Accounts, have a specific
classification. Notably, there are cases of entities
belonging to the general government sector that
acquire shares from other entities, which should be
recorded as capital transfers rather than financial
transactions, thus leading to the introduction of the

corresponding adjustments.

Table 4 presents the main adjustments carried out for
moving from Public Accounting to National Accounts

balances. Comparing the third quarter of 2013 with
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same quarter of the previous year, there was a
significant improvement of the Public Accounting
balance. However, the National Accounts balance
deteriorated. This evolution mainly results from base
effects related to the adjustments carried out when
moving from Public Accounting to National Accounts in
the third quarter of 2012. Among those adjustments, it
should be highlighted the payment of expenditure

Quarterly sector accounts — 2™ quarter of 2013
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referring to previous years made by the National Health
System. This payment was recorded in the 3™ quarter
of 2012 as expenditure in Public Accounting, but it was
cancelled out in National Accounts (see the item
“accrual adjustment”) due to the fact that it had
already been recorded in the period in which the

expenditure was made.
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Table 1: Revenue and expenditure of general gove rmment in the year ending in the guarter

Unil: 10° ewro
201203 201204 201301 21302 21303
Total revenue T4.954.7 67, 574.3 67,693.8 68,7174 69,968.5
Cwirent revenue 65,7315 65,076.9 £5,381.5 65,5960 68,0919
Cument taxes on income and wealh 16,2571 15,2725 15,804.0 16,8758 17 6882
Taxes on produciion and imports 22 560 6 22 5387 22 7896 22 055 T 22 1656
Social contribufions 19,7784 19,1353 19,1930 19,2037 19,397 6
Sales 46420 4,608 8 4598 1 4 567 4 46834
Ofher coment revenue 3,4934 35217 3,496.8 3,893.4 41572
Capital revenue 8,2232 2,497 4 2.312.3 2.121.4 1,876.7
Total expenditure 81,543.2 78,243.8 79,142.5 78,694.9 80,2421
Cuirent expenditure 75,8798 734269 74,0059 T4 5778 75,649 6
Social bene fils 37 IN2 37,1393 37 5732 37,901 8 38,3734
Compensation of employees 17,6064 16,510.0 16,580.0 16,7587 16,888 2
Interest 7.3161 7.154.2 7AG4T 71500 73168
Infermediate consumpiion 77088 7.400.2 7284 4 7.391.2 7.4893
Subsidies 1,0771 1,008 5 1,026.1 10329 1,060.1
Ofher cament expendilare 4.4402 42146 43775 43333 45218
Capital expendilare 56634 48169 51366 4.117.0 45925
Gross fixed capital formation 3,0025 2,480.8 22034 1,951.7 24323
Ofher capital expenditure 26609 2,331 29312 21654 21602
Current Balance 91484 83500 8524 4 79818 75577
Balance 65,5885 _10,669.5 11,4487 8.977.5 10,273.5
By memory:
Primary cument expendilure 68,563.78 5627263 66,841.20 6741884 58,33273
Gross domesfic product at current markst prices 17073500 16848380 16730900 16510750  163,669.00
Balance m % of GDP -319% £.3% -5.8% -£5.0% £3%

Table 2: Change rates of revenue and expenditure of general govermment in the year ending in the quarter

change rate (%)
201203 201204 201301 201302 201303
Total revenue 45 a8 0.2 15 18
Cumrent revenue 19 25 0.5 19 22
Comrent taxes on income and wealih -36 61 35 68 48
Taxes on produciion and imporis A6 €01 ER 1.0 05
Social contribulions 23 3.3 0.3 01 10
Sales 24 07 02 07 25
Ofher cument revenue 0z 08 07 13 68
Capilal revenue 19 696 74 83 A5
Total expenditure 16 40 1.1 0.6 20
Cumrent expendilure 08 3.2 0.8 0.8 14
Social benefils EE 1.6 1.2 09 12
Compensafion of employees A3 %2 0.4 11 0.8
Inferest a5 22 01 01 22
iermediste consumpiion 0.4 40 186 15 13
Subsidics 06 6.4 17 0.7 26
Ofher cumment expenditare 11 51 39 1.0 44
Capital expendilure 116 149 66 198 15
Gross fixed capital formafion ™ 201 7.4 412 114 245
Ofer capital expendilure 05 122 256 262 02
M lacledes Gross capital formafion and Acguisiions less dispozals of non-financial non-prodeced assels
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Table 3: Revenue and expenditure of general gowernment

1st-3rd quarter of 2012  1st-3rd quarter of 2013

Change rate
_ (%)
million euro % GDP million euro % GDOP
Total revenue 488351 306 "M,2203 41.9 4.9
Qurrent rev enue 473328 |3 90,3478 41.2 6.4
Cuirent taxes on income and wealih 11,1420 90 135577 111 217
Taxes on production and imports 16,4585 133 16,0855 1312 23
Social condribufions 13,967 2 13 42205 116 19
Sales 32195 26 32041 27 23
Other cumrent rev enue 25456 21 31811 26 250
Capital revenue 15022 12 8815 [ 413
Total expenditure 56,396.7 »7 58,3049 47.8 35
Qurrent expenditure 535347 34 b, 7574 456 42
Social benefits 27,1199 20 283541 232 46
Compensation of employees 12,1971 99 125753 10.3 31
Interest 53622 43 55248 45 30
Intermediate consumpiion 5,0999 41 51889 42 17
Subsidies 6259 05 6775 06 82
Other cumrent ex penditure 31296 25 34368 28 98
Capital ex penditure 28620 23 26375 22 78
Gross fixed capital formation 1) 15464 13 14979 12 -31
Other capital ex penditure 13156 11 11397 09 -134
Current Balance -5,.201.9 50 -5 4096 -4
Balance -7.5616 6.1 -7.1656 -59
(1) Includes Gross capital f ormation and A cquisiiions less disposals of non-financial non-produced asseis
Table 4: Public to National Account adjustments
Unit: million euro
201203 20112303
Accrual adjustment and sector delimitation in National Accounts 12766 -2511
Differenc e betw een paid and due interest -356.1 -67D.6
Other receivables: 2433 -368.1
Other payables: 368 4 98D.3
Other adjusiments: 106.6 2114
of which:
Capital injections 146 1 07
Balance in National Accounts (EDP concept)t!) 12212 -1,483.9
% of GDP -29% -35%

i According fo the Commission Regulation (EC) N° 35172002, amending the Council Regulation
{EC) N.° 3605/93 as regards referenc es o ESA05, the classification of interest flow s and sw ap
contracts and forw ard rate agreements (FRAs) has a specific treaiment for the data transmitted
under the excessive deficit procedure. This approach leads to differenc es betw een the Balance
Met Lending (+)/Met bormow ing (-) acc ording to the European System of Nalional and Regional
Accounts (ESA93) - B.9 and the balance under the excessive deficit proc edure EDPB.9,
expressed in the current table
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Unit labour costs (ULC) increased

In the year ended in the 3" quarter of 2013, unit labour Figure2-Unit labour costs change rates (moving averages of 4 quarters)

costs increased 0.6% in comparison with the same
5,0

quarter of the previous year. This evolution was ‘3‘2

determined by a year-on-year increase in average . fg

compensation of employees of 1.1%, more significant ol T T T
than the year-on-year increase in productivity (0.5% in :gig

the same period). In the previous quarter, productivity h g g g g g g g g g g g
grew 0.7% while average compensation of employees e s e
increased 0.8%.
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