=)  REPORT ON MONITORING OF 2025-2028

MEDIUM-TERM FISCAL-STRUCTURAL- PLAN

The Medium-Term Fiscal-Structural Plan (MTP) is the main national planning instrument that replaces the
Stability Program.

O October 15™: The Government present the ) November 5™: AIReF reports on the MTP and
MTP without prior discussion or consultation concludes that it is not a fiscal strategy.

January 21°*: The commitments are approved by

ECOFIN.
« April 30™: The first Progress Report is presented, EMay 14™: AIReF highlights the lack of ambition the
which merely reports the commitments for 2024 and report and its limited to identify risks and guide
partially updates the forecasts. budgetary policy.

* *, Analysis of the European Expenditure Rule

The Government fails to meet the targets it set in the MTP, but the margin created in 2024 allows for no measures
to be taken until 2027 regarding either spending or revenue.
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Compliance with the national expenditure rule would enable compliance with the EU committed
expenditure path for 2025 and 2026, but not in 2027.

B Scenario of compliance with the MTP

We simulate the evolution of the deficit and debt if the projected spending for 2025 in the Progress Report and the
commitments of the MTP are met in the following years.
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Medium-Term Macroeconomic Scenario

Growth forecasts for 2025 and 2026 are revised downwards due to the carryover effect from the INE data revision and,
most importantly, the worsening of exogenous assumptions due to uncertainty.
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Medium-Term Fiscal Scenario

AlIReF's budgetary forecasts for 2025-2029, under constant policies, have not substantially changed since
November.
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The deficit continues to show a
reversal in its correction and
remains below 3% of GDP.
Public debt slows its reduction
e and stabilizes slightly below

- 100% of GDP.
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NATIONAL EXPENDITURE RULE. The central administration and regional Governments fail to meet the targets in
2025-2027. Local Governments fail to meet the target in the first year but comply in the following two years.

Recommendations

Expand the content of the Annual Progress Report because, though the minimum requirements
are met, the information is insufficient for proper monitoring.

Start work as soon as possible to transpose the European fiscal framework and promote a
reform that goes beyond the established guidelines.
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Integrate the expenditure rules, as there are currently three with different calculation criteria.

Request endorsement or establish a technical dialogue on the macroeconomic scenario
accompanying the Annual Progress Report.
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