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Lessons Learned Oral History Project 

Pedro Machado

The Yale Program on Financial Stability (YPFS) interviewed Pedro Machado regarding his experiences at Portugal’s central bank and finance ministry and the European Union’s Single Resolution Board (SRB). Machado began his career as a legal adviser of the European Central Bank (ECB), joined the Bank of Portugal in 2006, and became chief of staff to Portugal’s minister of finance in 2011. He returned to the Bank of Portugal in 2013 as deputy director of the prudential supervision department before going into the private sector in 2015. He returned to the Bank of Portugal at the end of 2017 to become chief legal counsel and director of legal services. He then joined the SRB in 2020 as board member and director of resolution planning and decisions. At the SRB, he works with banking groups in several European countries, as well as in non–banking union members. 
Hard-hit by the European Sovereign Debt Crisis, Portugal negotiated a bailout with the International Monetary Fund (IMF) in 2011 that included austerity measures and government reforms. The EUR 78 billion bailout succeeded in reducing deficits, improving Portugal’s bond yields, and lowering unemployment below pre–Global Financial Crisis levels by the end of the decade. 
One of the casualties of the crisis was Banco Espírito Santo (BES), Portugal’s second-largest bank. As part of the IMF bailout, companies were precluded from paying dividends; this cut off a source of cash for the controlling shareholders, who responded by borrowing against their assets and selling the debt in the form of bonds to the bank’s clients. By 2014, the bank was in crisis after an audit uncovered irregularities. BES was put in resolution by the Bank of Portugal, splitting it into Banco Novo, and a “bad bank” holding troubled assets. Between 2014 and 2021, the Portuguese Resolution Fund, along with a government, provided a recapitalization package totaling roughly EUR 7.3 billion to support Novo Banco. The bank was sold to the private equity firm Lone Star, while the Portuguese government retained a 25% stake. Lone Star is preparing an exit strategy for its investment in Novo Banco, which would transition the bank to being publicly traded, rather than returning it to state ownership.
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