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Portugal 
The Portuguese economy grew by 2.5% in 2023, reflecting the positive contributions from the 
domestic demand (1.7 percentage points) – private consumption increased 2.0% and investment 
3.6% – and net external demand (0.8 percentage points), with exports growing 3.5%. Inflation fell, 
averaging 4.3% in 2023 (7.8% in 2022), with core inflation falling to 5.0% (5.6% in 2022). 

In the context of geopolitical tensions, inflation, economic slowdown and high interest rates, the 
Portuguese banking sector continued to show resilience and to deliver progress in terms of 
profitability, liquidity and capital levels. 

The banking sector comprised 14215 institutions: 62 banks, 77 mutual agricultural credit banks, 
and three savings banks; with the five largest banks accounting for 72% of total assets. Domestic 
employees represented approximately 1% of the country’s employment, of which 51.6% of the 
working force were women and 70.7% of the employees had higher academic qualifications.  

Total assets remained stable year-on-year (-0.1%), as the increase in debt securities (+8.8%) was 
offset by the reduction in cash/liquidity (-7.2%) – with deposits at central banks decreasing 4.7% 
–, in loans to credit institutions (-8.0%), and in loans to customers (-0.6%). In the domestic 
activity, loans to non-financial corporations fell 0.7%16, to €73.5 billion, and loans to households 
fell 0.4%17, to €127.9 billion, largely driven by the decrease in new loans for house purchase. The 
share of variable rate loans in the stock of loans for house purchase stood at 80% (89% in 
December 2022).   

Since the June 2016 peak, the NPL ratio decreased from 17.9% to 2.7%, with non-performing 
loans falling by €41.9 billion, and the NPL coverage ratio increasing from 43.2% to 55.4%. In 2023, 
the net NPL ratio stood at 1.2%. 

Customer deposits fell 0.4% year-on-year, largely explained by the subscription of saving 
certificates (public debt) and repayment of household loans. As a result, the loan-to-deposit ratio 
decreased to 78.0% in December 2023 (-0,2 percentage points year-on-year). Also, in the context 
of sharply rising interest rates, there was an increase in the share of term deposits to 48% (40% 
in 2022).  

The liquidity coverage ratio and the net stable funding ratio rose to 254.5% and 150.6%, 
respectively (229.3% and 145.8% in 2022, respectively).  

Solvency was reinforced once again due to rising profitability and falling risk-weighted assets: 
CET1 stood at 17.1% in 2023 and is at historically high levels. 

Net income attributable to shareholders reached €5.223 billion (€2.996 billion in 2022), as the 
increase in net interest income, which benefited from rising interest rates, more than offset the 
increase in provisions and the flow of credit impairments and operating costs. RoE stood at 14.8% 
in 2023 (8.7% in 2022), and the sector's efficiency improved further, with the cost-to-income ratio 
falling by 13.6 percentage points year-on-year to 37.0%. 

 
15 Source: Banco de Portugal. 
16 Annual growth rate adjusted for securitization and liquidity-providing operations. 
17 Annual growth rate adjusted for securitization and liquidity-providing operations. 
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Strong progress continued to be achieved regarding the sector’s digital transformation. Internet 
banking users increased to 68.6% in 2023 (38.1% in 2010) and 70.3% of current accounts had 
online access. The number of payment cards issued totalled 25.1 million (+4.2% year-on-year), 
the number of online purchases represented 15.7% of card purchases (14.0% in 2022) and card 
payments using contactless technology increased by 31.1% in volume and 32.7% in value. In 
2023, this technology was used in most card purchases (53.3%), accounting for 38.9% of the 
respective value. 

The Portuguese government is strongly committed to promoting a more efficient, sustainable and 
inclusive economy. Portugal has ambitious targets regarding reductions in GHG emissions, 
aiming to be carbon neutral by 2045, five years before the targets set by the EU. The Portuguese 
National Recovery and Resilience Plan is committed to having at least 38% of expenditure on 
investments and reforms supporting climate objectives. 

In 2023, for the first time, to comply with a requirement of the Climate Framework Law, the Bank 
of Portugal published its Annual Report on the Banking Sector’s Exposure to Climate Risk, 
analysing the potential impact of climate-related physical and transition risks on the Portuguese 
banking system. 

Two key initiatives in the ESG domain were launched by the banking system in 2023: (i) a 
cooperation protocol between the Portuguese Banking Association, ADENE (the Energy Agency) 
and several credit institutions to exchange information on energy efficiency of buildings’ 
indicators, as well as on lines of credit to promote the renovation of buildings; and the (ii) creation 
of an ESG Ecosystem, fully funded by the banking sector, led by a payment services provider, and 
created in partnership with three consultancy firms and a legal firm, to collect ESG data from 
SMEs and to help financial institutions ensure regulatory compliance, minimizing investments, 
and operational costs. 
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