
Economic conditions in Portugal have improved markedly over the past few years. Gross 
Domestic Product (GDP) is now back to its pre-crisis level and unemployment rate has 
declined 10% since 2013, being currently below 7% in one of the largest reductions of any 
OECD country over the past decade, as confirmed by OECD’s latest Portugal Economic 
Snapshot, released last February.
After recording a 2.8% growth in 2017, the Portuguese Economy kept is upward trend 
over last year, expected to be closing 2018 with its GDP expanding by 2.1% year-on-year 
and surpassing the EU28 growth average for the second year in a row (2.4% in 2017 and 1.9% 
in 2018), show the latest figures from European Commission, in the Winter Forecast. 
Economy is projected to continue expanding, with European Commission projections 
showing, however, a more modest pace of growth. According to EC the country's GDP 
should expand 1.7% over the next two years, while the overall forecast for Europe points 
to an aggregate economic growth of 1.5% in 2019 and 1.7% in 2020.

In the wake of one of the best years ever for the Portuguese property market, expectations 
for 2019 are on the high. Sustained by solid fundamentals and maintaining robust demand, 
Portugal’s property market will be driven by strong momentum over the next twelve months, 
foretelling a positive performance on every front – from commercial to housing. While 
commercial real estate investment volumes hit a new record of almost €3,5 billion – an 
unprecedented figure for the Portuguese market –, the housing market accelerated 
its recovery during 2018. Addressing the continuous increase in residential demand, 
and after almost a decade of very low levels of new construction, developers started 
to release new projects targeting the Portuguese middle class over 2018, with stronger 
focus in new construction and developments located outside the city centres.
Over the last couple of years, and 2018 was no exception, housing prices reflected 
this increasing demand combined with the scarcity of new product available. The boom 
in the tourism sector and demand by non-residents have been other significant factors 
behind the strong growth in house prices in some locations.
Housing prices went up once again in Portugal last year, growing by 9.3% in Q4 2018 when 
compared to the same period of 2017. This data, released by the National Statistics Bureau 
(INE), shows, however, that the growth pace is slowing down over the last quarters (being 
2.9 percentage points lower in Q4 compared to Q1 2018); what seems to suggest that prices 
are now starting to move towards a stabilization.  So far, rising housing prices have not been 
accompanied by a correspondent increase in the stock of housing credit, though the flow 
of new loans has been increasing since 2013. Over 2018, a total of 178,691 dwellings were 
sold in Portugal representing a total sales volume of €24 billion. 
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In 2019 the NPL sales promise to shake up the Portuguese market, that is still in an early stage of 
development compared to its southern European competitors. Portugal's NPL opportunity is already 
under the investors radar. With an increasing number of players landing in the country looking for higher 
returns that only the less mature markets can offer, more and more transactions are expected for 2019. 
Those who lead this movement will get the higher prizes, so the time to invest in Portugal’s NPL is now!
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Benefiting from the strong recovery in the Economic environment and also from the continued 
rise in property prices (namely in the housing sector), the Portuguese financial system 
has made significant improvements in reducing its NPL stock since mid 2016. As of the 
December 2018, the amount of NPL in the Portuguese banks stood at €25,9 bn, reflecting 
a €24,6 bn reduction from the peak of €50,5 bn recorded in June 2016*.

Over 2018 alone, the NPL stock backed about €11 bn when compared with the €37 bn 
recorded in 2017. This means that in the two-year period between June 2016 and December 
2018, Portugal has managed to eliminate about half of its NPL stock. 

The most important input to reducing the stock was given by the non-financial corporation 
(NFCs) segment. Over 2018, NPL in NFCs has backed about €7,16 bn euro from the €24,2 
bn recorded in the end of 2017, now standing at €17,05 bn. When compared to the mid-2016 
peak (€33,1 bn), the reduction now sits at €16,1 bn. As for the household segment, NPL stock 
now stands at €6,97 bn, showing a reduction of €5,9 bn facing the €12,86 bn recorded in 
June 2016. During 2018, the stock has shrunk €2,85 bn when compared to 2017 year-end 
€9,8 bn.
 
At the same time, the NPL ratio to total gross loans (in %) has also positively evolved, ending 
2018 at 10.1% (EBA - European Banking Authority), showing a drop of 5.1 percentage points 
from the 15.2% recorded in December 2017. This is a very significant evolution from the 
peak of 20.1% in June 2016, as it means that in absolute terms, NPL ratios fell also about 
50%, equivalent to 10 percentage points. This reduction is mainly a reflection of the shrinking 
of NPL stock, although – nevertheless in a small portion – it also reflects the increase 
in performing loans.

2018 was a landmark year for the Portuguese NPL market, marking the beginning of a new 
stage of intense activity in the trading of these portfolios. Exceeding  highest expectations 
and following two years with an average sales volume around €2 billion (bn), the Portuguese 
NPL & REO sales moved fast in 2018 and hit even a new record high of more than €7 bn, 
an unprecedented figure in the country. Expectations are now higher than ever for 2019, 
during which the sales of NPL portfolios should boost even further or, in the worst scenario, 
at least match the previous year results.

It seems there are no doubts that Portugal’s NPL and REO market is finally recognized 
as one of the most promising within the European context, offering very interesting 
opportunities for investors from around the world. Drawing the growing attention of global 
players, the country's NPL sales activity is now gaining momentum and 2019, alone, should 
bring about almost other €8 billion in sales, while we witness acceleration in both sales 
and the dimension of portfolios traded. Novo Banco, the bank born out the restructuring 
of former Banco Espírito Santo and bought by Lone Star Funds in 2017, became the largest 
seller of 2018 when, in December, it closed the Project Nata. This was the largest NPL sale 
so far in Portugal, and was split into 2: a €1.3 bn secured tranche sold to KKR Financial 
Advisors and an €850 million unsecured tranche sold to LX Partners. Before, the bank had 
already sold an €650 million REO portfolio to Anchorage Capital and is currently working 
on the sale of other NPL portfolios, including one in Spain. The national bank Caixa Geral 
de Depósitos is another active player in the market, disposing more than €1 bn in NPL during 
2018, at a time when it still accounts a €6,6 bn NPL stock (as of October 2018). Most active 
buyers of NPL in Portugal are large international private funds such as Apollo, Lone Star, 
Bain Capital, Arrow, Carval and Cerberus who expect to maximize returns at their highest.
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(*) The 2018 NPL stock volume refers to calculations of Prime Yield, based on data by Central Portuguese Bank 
Banco de Portugal.


