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Stability Target Monitoring 2025

General Government

AIReF has worsened its estimate of the 2025 deficit for the General Government (GG) Sector by 0.1
points of GDP to 2.8% compared with the Report on the Initial Budgets of the GG of April 10, This
estimate includes the fiscal impact of the measures approved to mitigate the effects of the Isolated
High Altitude Depression (DANA), valued at 0.3 points of GDP for 2025. Excluding this impact, the
forecast deficit for the GG is 2% of GDP for 2025. If this impact is excluded, the projected GG deficit
stands at 2.5%. This sheet incorporates the macroeconomic outlook and fiscal forecasts from AIReF's
Report on the Monitoring of the 2025-2028 Medium-Term Structural-Fiscal Plan, published on May 14th,

0 The deficit forecast for 2025 worsens by 0.1
points to 2.8% of GDP. Excluding DANA spending,
the deficit would be reduced to 2.5% of GDP, in
line with the MTP. According tfo AIReF's revenue
estimates, the deficit should not exceed 2.4% of
GDP in order to be compatible with compliance
with the 3.7% rate established by the European
expenditure rule for 2025.
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revenue observed up to February, in
cumulative 12-month terms, reduces its weight of
GDP by 0.1 points with respect to year-end 2024.
AIReF forecasts that over the rest of the year this
weight will increase by 0.4 points to 42.6%.
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Q With regard to the European expenditure
rule, AIReF forecasts that eligible expenditure net
of revenue measures will grow by 4.5% in 2025,
exceeding the 3.7% established in the MTP. This
comes after growing by 4.1% in 2024, lower than
the 5.3% indicated by the Government. In
cumulative terms, growth will amount to 8.8%,
below the 9.2% established in the MTP.

Expenditure rule. Evolution of GG eligible expenditure
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0 Annualised expenditure in relation to year-
end 2024 seems to experience a certain
stagnation in its weight of GDP in the first part of
the year. For the rest of the year, a slight
reduction of around 0.1 points of GDP is
expected, due to a decrease in the cost
associated with court rulings and the DANA.
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Stability Target Monitoring 2025

Central Government

c AlReF maintains the CG deficit at 2.2% of GDP
for 2025. According to AlIReF's revenue estimate,
the fiscal balance compatible with compliance
with the nafional expenditure rule for the CG
would be 2% of GDP.

CG deficit (% GDP)
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6 AlIReF estimates that revenue will increase its
weight of GDP by 0.4 points compared with year-
end 2024, as tax revenue continues to grow

@ With regard to the expenditure rule, AlReF
forecasts an increase of 5.1% at a national level,
in breach of the reference rate of 3.2%. At a
European level it forecasts a positive confribution
of 3.7% for the GG Sector with an estimated
increase of 2.2%.

Evolution of national expenditure rule CG (% change)
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e To March, State cumulative revenue over 12
months grew by 7%. Somewhat lower growth of
6.7% is expected to be achieved by year-end

strongly, reaching 19.9% by year-end 2025. 2025, driven by income taxes and despite a

reduction in other taxes.
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e Expenditure at year-end 2025 will fall by 0.5 @ Expenditure grew by 11.6% in Spain up to
points from the cumulative data up to March, March. It is estimated that at year-end, the CG
ending the year at 0.3 points below year-end 2024, rate is expected fo fall to 3% due to the lower
mainly due to lower expenditure on court rulings, conftribution of transfers between the GG sub-
anti-crisis measures and the DANA and the lower sectors and the negative confribution of other
amount of the Regional Financing System expenditure, mainly due to expected expenditure
settlement. on court rulings.

CG expenditure (% GDP) CG expenditure (% change)

Uncertainty Range — Observed 14
=== AlReF «+@++ AIReF Estimate . 2 G |55 O 116
10 ’

26 8
. [24] L,

0214 § \ 4 3.0
a9 — e e 2 2
0
20 2

CG February State March CG Year-end estimate

18

M Interests
m Transfers between GG

Public consumption
u Investment

2023.12
2024.03
2024.06
2024.09
2024.12
2025.03
2025.06
2025.09
2025.12

May 20h, 2025 3
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Main tax revenue and social security contributions

AIReF updates its estimates of tax revenue and social contributions for 2025 with the incorporation of
the March Social Security budgetary execution and tax collection data, as well as the General State
Comptfroller (IGAE) data up to February. In the year to date, tax revenue has grown by 9.7%, 0.4 poinfts
more than until February, mainly driven by the buoyant evolution of withholding taxes on earnings and
capital. Regarding indirect taxation, VAT has shown more moderate growth and the performance of

Special Taxes is practically flat.

0 In 2025, Personal Income Tax (PIT) will
increase its weight of GDP to 8.3%, 0.2 poinfs
more than in 2024. In the year to date, growth
has been 11%, 0.5 points more than in February.
On the positive side, the boost from withholdings
on earnings and capital continues, conftributing
9.6 points. On the negative side, the tax on
lotteries subtracts 0.3 points. By year-end 2025,
growth of 7% is forecast, with this rate negatively
affected by the extraordinary refund to mutual
insurance members estimated at €3.6bn.

PIT in cash (% GDP)
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©® VAT will reach a weight of 5.8% of GDP by
year-end 2025, 0.1 points more than in 2024. Up
to March, VAT revenue is forecast to grow by
7.4%, with gross revenue contributing 9.4 points
and refunds accounting for the remaining 2
points. Year-end growth is forecast at 7.3%,
benefitting from being the first year since the
energy crisis with fully restored rates.

VAT in cash (% GDP)

@ Regarding Corporate Income Tax (CIT), AIReF
expects a stabilisation of its weight of GDP at
2.5%. Up to March, mainly refunds have been
recorded, so net revenue is negative and ifs
evolution is of little significance. AIReF expects
an increase of 8.3% by year-end 2025, driven by
the measures adopted under Law 7/2024
relafing to the recovery of the 50% limitation on
the offsefting of infra-group tax losses and the
limits included in RDL 3/2016 that had been
declared unconstitutional.
CITin cash (% GDP)

Uncertainty Range =~ ewmmm=Observed = == === A|ReF
4.0

3.5

-F
__________ 25

o
[a]
U]
LS 2.0
1.5
1.0
[a) [ 0 a3 [a) m 0 a3 o~
= S S S = S = S =
2} < ~ ~ ~ [T [T 7] A
o~ o~ (] (] o~ [ [ o~ o~
(=] (=] o (=] [=) [=) (=] (=]
(3] o~ o~ o~ (3] o~ o~ o~ o~

O Special Taxes will maintain their weight of
GDP at 1.4% in 2025. In the cumulative figure up
to March, tax collectionis up 7.5%, 2 points more
than a month earlier. The component with the
most significant positive impact is electricity,
which confributes 5.7 points, driven by the
restoration of rates, followed by hydrocarbons,
which contributes 1.2 points, while those of
alcohol subtract 0.2 points. Growth of 5.5% is
expected at year-end.
Special Taxes in cash (% GDP)
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© In national accounting terms, total tax revenue
in 2025 will grow by 6.9%, a fall of 1.2 points on
2024. The forecast is revised upwards by 0.4 points
from last month, due to a higher estimate for
direct taxation (PIT and CIT rates being 0.2 and 0.4
points higher respectively), which offsets the
downward revision for indirect taxation.

Updated forecast 2025 tax revenue. National
Accounts General Regime (% year-on-year change)
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@ AlReF forecasts that social contributions to the
Social Security Funds will close 2025 at 12.8% of
GDP. The increase of 0.3 points compared with
year-end 2024 is due both to the dynamism of the
labour market, especially wages, and to the
measures adopted, which include the increase in
the MEI conftribution rate, the entry into force of
the Solidarity Conftribution and the increase in the
maximum confribution bases.
SSF social contributions (% GDP) (NA)

@12-month cumulative tax revenue in cash
terms to March grew by 8.8%, mainly driven by
withholdings on earnings and VAT tax collection.
At year-end 2025, growth of 7.4% is expected,
with a positive confribution from all figures in line
with that observed up to March.

Contributions to change. Cash AlReF (% change)
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©® AIReF estimates that contributions for the GG
Sector will grow by 6.4% in 2025. This forecast is 0.4
points befter than the estimate contained in the
April monitoring report due to the favourable
evolution of the data observed.

Updated forecast for social contributions from the GG
Sector (% change) (NA)

N Uncertainty Range == Observed === AlReF
5 AlReF Forecast
15 7
6
14 g
-|2.6
5 s
= 3
2
|
] 0
o~ m 0 [+:3 o~ [sa] 0 [+ o~
5 E E E E z E E 5 f{ep. . Bep. MTS 2025 may-25
S S S S S S =] =] = Ini. Bud. Main Lines Ini. Bud.
apr-24 nov-24 apr-25
May 20th, 2025 5
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Social Security Funds

a AlReF estimates that the Social Security Fund
(SSF) deficit will close 2025 at 0.4%, an
improvement of 0.1 points compared with year-
end 2024. This favourable evolution is explained
by the increase in the system's revenue, both
social confributions and transfers from other GG
sub-sectors.
Evolution of SSF deficit (% GDP)
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©® AReF projects that the system's revenue will
reach 15.6% of GDP in 2025. A growth rate of
over 6% is estimated for both social contributions
and transfers between GG sub-sectors, which
explains the 0.2-point increase in its weight of
GDP compared with year-end 2024.

SSF revenue (% GDP)
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@ AReF estimates that net primary expenditure,
excluding revenue measures for the purposes of
the European expenditure rule, will grow by 5.4%
in 2025, after closing 2024 with growth of 5.9%.

Evolution of European expenditure rule (% change)
8
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O AIReF considers that the rate of growth of SSF
revenue will slow in the coming months to 6.6%
by year-end 2025. This evolution is due fo a
reduction in the conftribution of fransfers to
cumulative growth during the rest of the year.

Contributions to change in SSF revenue (% change)
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© ARReF forecasts that Social Security expenditure @ Expenditure growth will slow over the year,
will stand at 15.9% of GDP at year-end 2025, mainly due fo a slight slowdown in growth in

maintaining the same level as at year-end 2024.

SSF expenditure (% GDP)
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benefits compared with 2024.

Contributions to the change in SSF expenditure
(% change)
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Autonomous Regions

0 The Autonomous Regions (ARs) will reach a
deficit of 0.4% of GDP in 2025, including the
DANA measures, which will amount to just over
0.05 points of GDP. Complying with fthe
expendifure rule would lead to a fiscal balance
0.2 points lower.

Evolution of AR deficit (% GDP)
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©® Revenue without the RTRP will increase by
year-end by around 2%, affected by the
exceptional seftlement of the Regional
Financing System (RFS) in 2024. Including the
RTRP, revenue will increase by almost 3% and
reach 15.4% of GDP.

Regions' revenue (% GDP)
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@ ncorporating the estimated impact of the

DANA, expenditure without the RTRP will increase
by more than 4% by year-end. Adding RTRP-
financed expenditure, the increase will be 5% and
reach 15.8% of GDP.

Regions' expenditure (% GDP)
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@ AIReF sees a risk of non-compliance with the
nafional expenditure rule, estimating eligible
expenditure growth of 5.2%, above the 3.2%
reference rate. Net primary expenditure
excluding revenue measures will grow by 5.3%.

Evolution of national expenditure rule ARs (% change)
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O Revenue growth over the last 12 months is
underpinned by increased revenue from the RFS
and faxes. At year-end, the confribution from
faxes and the RFS - which recorded an
extraordinary settlement in 2024 - will decline.

Regions' revenue (% change)
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* Includes CG transfers from RTRP funds.

0O Growth in expenditure over the last 12 months
was concenfrated in public consumption, and to
a lesser extent, interest and subsidies, and
fransfers. At year-end, the contribution of
subsidies and transfers will increase, while public
consumption and interest will decrease and the
confribution from investment will be positive.

Regions' expenditure (% change)
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Local Governments

c The Local Governments (LGs) will record a
surplus of 0.3% of GDP in 2025, slightly affected
by the DANA measures. This fiscal balance is
almost 0.1 points of GDP lower than needed 1o
comply with the national expenditure rule.

Evolution of LG balance (% GDP)
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@® Revenue without the RTRP will increase by
year-end 2025 by less than 4% due to improved
tax revenue and transfers to finance DANA
expenditure. Including the RTRP, revenue will
increase by around 4% and reach 6.5% of GDP.

LG revenue (% GDP)
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© Expenditure without the RTRP will grow by over
5% in 2025, including the estimated impact of the
DANA. Including RTRP-financed expenditure, the
increase will be close to 6%, reaching a weight of

GDP of 6.2%.
Evolution of LG expenditure (% GDP)
Uncertainty range = Observed === AlReF -
| | mm | 70
64| Py 6.2
: 6.5
s e
o ! ‘ 6.0
- 55
o~ o b d o o~ [aa) 0 o o~
= S S S = S S S -
(o1 < = < < wn n n wn
() o~ o~ o o~ N o~ N N
o o o o o o o o o
o~ o~ o~ o~ o~ o~ o~ o~ ~

@ Growth in eligible expenditure will stand at
4.1% and thus exceed the 3.2% limit of the
nafional expenditure rule in 2025. Primary
expenditure net of revenue measures of the
European expenditure rule will grow by 5.1%.

Expenditure rule. Evolution of LG eligible expenditure
(% change)
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O The lower weight of the settlement of the
Financing System, as can be seen in the change
in the volume of fransfers, as well as the negative
conftribution to growth of other revenue due to
the expected fall in EU funds compared with
2024, explain lower growth in revenue at year-
end 2025 than observed in 2024.
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0 txpected growth at year-end 2025 is higher
than in 2024 in all expenditure components,
especially due to growth in public consumption
and investment, while the latter experienced a

slowdown in 2024.
Expenditure LGs (% change)
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Methodological note

o AlReF's forecasts are updated monthly by incorporatfing the latest data published info ifs
forecast models for taxes, contributions, unemployment benefits, pensions and interest. Any
relevant, announced and approved information that may have an impact at year-end is
also included.

o The forecasts also take info account the latest data published by the General Intervention
Board of the State Administration (IGAE) in national accounting terms, as well as other
monthly stafistics, such as budgetary execution of the different sub-sectors (Central State
Administration, Social Security System, State Public Employment Service (SEPE), Wage
Guarantee Fund (FOGASA) and the Autonomous Regions), monthly information on tax
collection from the State Tax Administration Agency (AEAT), the pension payroll (eSTADISS
database) and unemployment benefit statistics.

o The figures included, except for eligible expenditure for the expenditure rule, are expressed
in annualised terms, i.e. as a sum of the last 12 months. The series expresses the flow of what
has happened oris expected for the last 12 months up to the reference month, and the data
for December, therefore, match the annual data. The figure showing eligible expenditure is
presented in annual terms, as monthly data are not published.

o AlReF does not aim to estimate a monthly total in these factsheets, rather it focuses on what
it deems relevant: the flow over the whole of 2025, highlighting how the monthly information
or new announcements lead to a change in its annual estimates.

o Given that monthly data are not published for the Local Government sub-sector, in order to
consolidate the General Government total, the data for the sub-sector are estimated taking
infto account those monthly flows that are known (payments by transfers from the State
financing system to the GSLs and payments by the Provincial Councils to the State for the
quota and to the Autonomous Region of the Basque Country).

o Inthe absence of approval of the Stability Targets for 2025, AIReF only takes into account the
fiscal balance of the GG Sector as the Government's forecast - a deficit of 2.5% of GDP -
which has been published in the Medium-Term Structural-Fiscal Plan. According to the MTP,
this deficit is compatible with a growth rate of eligible expenditure net of revenue measures
of 3.7%.

o The Government's forecast data on the fiscal balances of the various sub-sectors are taken
from the latest Excessive Deficit Procedure (EDP) nofification submitted to the EC.

o With regard to the expenditure rule, according to the latest Report on the Situation of the
Spanish Economy, the reference rate stands at 3.2% for 2025, which is mandatory for the CG,
the ARs and the CITs under Article 12 of the Organic Law on Budgetary Stability and Financial
Stability.

o AlReF's total expenditure and revenue forecasts of the GG are measured including the RTRP
funds, which AlIReF estimates at 0.9 points of GDP in 2025.

o AlReF's range of uncertainty is estimated using a VAR model with two lags that includes the
seasonally-adjusted series of revenue (orincome) and expenditure of the sub-sector, nominal
GDP, sub-sector debt over GDP and ten-year interest rates. Monte Carlo simulations are
performed based on this model. The result of these simulations is sorted in percentiles, from
which the bands are obtained. The range of uncertainty of the balance is obtained as the
difference between the corresponding revenue and expenditure. The range of uncertainty
of eligible expenditure for the expenditure rule is obtained from the expenditure bands.

o AlReF's Report on Budgetary Execution, Public Debt and the Expenditure Rule 2020, of July
15th, 2020, contains an annex with the main abbreviations and acronyms used.
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