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Portugal Financial Crisis 

 The Portugal financial crisis took place between 2010 and 2013. It was part of the larger 

2007-08 global financial crisis that mainly affected Ireland and southern European countries. The 

Portugal financial crisis was caused by among others, rising bond yields. These were in turn 

caused by anxiety over possible liquidity in the Eurozone as no Central Bank was willing to print 

new money. Anxiety had also gripped the global financial markets. This was after it had emerged 

that two leading Portuguese banks BPP and BPN, had over the years been accumulating losses 

owing to embezzlement, bad investment decisions, and accounting fraud (Pereira and Wemans 

4). There was also fear and anxiety on the economic growth of the country in the future while 

banks were getting increasingly suspicious on the plight of holding Eurozone debt. Another 

cause of the crisis is the austerity measures that the Portuguese government adopted when they 

were faced with a debt crisis. For example, the government cut its budget balance by 7.9% of the 

country's GDP between 2009 and 2011 (Pereira and Wemans 5). 

 The reduced spending by the government in turn resulted in lower disposable income 

and loss of jobs. We have both losers and winners of the Portugal financial crisis. First, tourists 

visiting Portugal on holiday benefit from a better exchange rate, as does European manufacturers 

who benefit from a weakened Euro. However, state financing institutions lose because they have 

been faced with a huge burden in the form of a bailout loan. 

The Portugal financial crisis affected other countries as well. Members of the European 

Union (EU) especially Germany played a key role in executing the bailout plan for Portugal. 

Trading partners were also hurt by the declining value of the Euro. To deal with the financial 

crisis, the Portuguese socialist administration had to negotiate for a bailout program with the EU 

to the tune of 78 billion Euros in 2011 (European Commission 8).  
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Overall7Impression"
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work"better."
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