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� Portuguese GDP figures were quite positive. In 2Q04, the economy grew 1.5% YoY vs 0.3% growth in 
1Q04. On a QoQ annualised basis, GDP rose 4.7%, more than double our estimates. We expect the 
economy to continue to accelerate in 2H04E and FY2004E GDP growth to come in close to the top end of 
the Bank of Portugal’s range (0.75%-1.75%). 

� Together, the major components of domestic demand contributed 1.7% to GDP growth. Net external 
demand contributed negatively, due to stronger imports. 

� Previous data were revised but the changes did not affect the overall pattern of growth. Private investment 
and exports were revised upwards and public expenditure has now contributed positively to GDP growth 
since 4Q03, despite the government’s effort to contain expenditure and meet the 3.0% of GDP fiscal 
deficit criterion included in the EU Growth and Stability Pact. 

� Within private consumption, which grew 7.0% QoQa (2.8% YoY), durable goods consumption saw further 
acceleration (7.0%). Private consumption has benefited from events like the Euro 2004 Football 
Championship and Rock in Rio, but preliminary data for 3Q04E point to ongoing resilient demand. 

� Investment accelerated too, rising 10% QoQa (3.9% YoY). Investment was more dynamic in the 
machinery and equipment sector, reflecting the improved conditions in the tradable sector. 

� Exports were very strong, posting a rise of 8.1% YoY, which was partly due to increased service sector 
exports related to Euro 2004. Imports grew 9.8% YoY after strong private consumption and private 
investment, both of which have a large imported component. We are not concerned about the deterioration 
in Portugal’s net external position, as we believe that the investment gains lay the foundations for stronger 
exports in the quarters ahead. 

Portugal – GDP Growth (YoY) 
(% YoY) 4Q01 1Q02 2Q02 3Q02 4Q02 1Q03 2Q03 3Q03 4Q03 1Q04 2Q04
GDP 1.6 1.6 1.7 -0.1 -1.7 -1.4 -2.2 -1.0 -0.2 0.3 1.5
Private consumption 0.7 2.1 0.9 0.8 0.2 -1.6 -1.3 -0.3 1.0 1.6 2.8
Public expenditure 3.2 3.0 2.6 1.9 1.1 0.2 -0.5 -0.7 -0.5 0.0 0.6
Investment 3.3 2.2 -2.5 -8.2 -11.0 -13.1 -12.3 -7.4 -5.5 1.0 3.9
Exports -0.4 -2.2 4.2 5.6 0.7 6.6 0.9 3.9 5.0 4.7 8.1
Imports 0.6 0.1 0.1 0.8 -1.9 -2.3 -3.8 0.1 2.4 6.0 9.8
Source: INE (National Statistics Institute). 
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Key to Investment Codes1  
  

Buy Upside of more than 20%. 
Hold Upside of 15%-20%. 
Underweight Upside of less than 15%. 
(1) Target prices set from January to June are for December 31 of the current year. Target prices set from July to December 
are for December 31 of the following year. 
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