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AlIReF presents its report on expected compliance with budgetary stability, public debt

and expenditure rule targets for 2025:

A key report in the national fiscal supervision cycle

This risk warning report is key for each fiscal year as its aim is to identify risks to compliance with the current year's

fiscal rules in advance, in order to, if necessary, provide a basis for recommendations to prevent their materialisation

SCOPE
OF THE REPORT

« AlReF's economic forecasts for 2025

« Full fiscal forecasts for all GG authorities for 2025:

revenue,

expenditure, balance and public debt. Forecasts for:

GG as a whole.

Each of the sub-sectors: CG, SSFs, ARs and LGs.
Each of the 17 ARs

Large LGs and LGs with sustainability risks

 Analysis of the risk of non-compliance with the operational
national fiscal rules in 2025:

National expenditure rule as the only operational rule in the
absence of stability and public debt targets

Identification of mechanisms provided for in national

regulations in case of risks of non-compliance

To this end, the May forecasts
included in the Report on the

Monitoring of the MTP 2025-2028

are updated

* Focus on economic forecasts for

2025 compared with the multi-year
horizon of the May report on the
Monitoring of the MTP

Incorporates new data on
economic information, budgetary
execution, national accounts and
new government measures (CG:
Royal Decree-Laws 5/2025, 6/2025
and 7/2025)




Must necessarily incorporate ex post verification of degree of compliance with fiscal rules In
2024 and take into account European commitments for 2025 taken on by Spain in its MTP

2025-2028

IGAE report of June 3" identifies
failures to comply with the current
fiscal rule (expenditure rule with a limit
on eligible expenditure growth of 2.6%)

National fiscal

supervision 2024 Non-compliance by:

= Central Government
= 13 Autonomous Regions

IGAE report includes ex post
monitoring of the European
expenditure rule for 2024
= Assumes the Commission's spring
forecasts

European fiscal
commitments

2024 and 2025 = Expenditure growth of 3.5%

compared with the 5.3%
eventually approved for 2024

The Ministry of Finance has
requested the submission of
EFPs from the 13 ARs that
recorded deviations from the
national expenditure rule

European Commission has
postponed by one year the
monitoring based on the EU
expenditure rule, considering
its application to begin in
2025

SCOPE OF THE REPORT

Reports on the EFPs submitted:

these are included together with

the 2025 individual analyses of
the ARs (9 reports)

Analysis of the risk of non-
compliance with European
expenditure commitments for
2025

The analysis highlights divergences between the national and European fiscal frameworks that lead to reiteration of

the recommendation to take advantage of the transposition of the directive to ensure consistency between the two

fiscal frameworks




The update of the forecasts for 2025 is subject to information constraints
and is taking place in a context of high uncertainty

« DEFENCE: no information on the foreseeable impact on Spanish National Accounts of the
increase in committed defence expenditure (€10.47bn in 2025), nor on the amount prior to the
Defence Plan presented. The budgetary execution information does not make it possible to
identify what portion of the increase corresponds to the Defence Plan. AIReF includes a box

Significant and provides its own estimates
information

limitations remain

 FISCAL RISKS: lack of information on ongoing litigation with a potential impact

« ELIGIBLE EXPENDITURE: no information on the execution of eligible expenditure for the
purposes of the national and European rules as recommended by AIReF

« EXTERNAL: fiscal and macroeconomic impact of the US tariff policy (financial measures of
€7.22bn have been approved to date), and commitment to increase defence expenditure

Sources « INTERNAL AND INSTITUTIONAL: from the 2025 and 2026 fiscal framework at a time when
of uncertainty deficit and debt targets should have been set, the Report on the Situation of the Spanish
Economy containing the reference rates of the national expenditure rule should be available
and preparation of the draft General State Budget (GSB) for 2026 is beginning




The update of the information does not entail substantive changes in the main
economic and fiscal variables for 2025

Debt ratio to fall

by 0.4 points in 2025,
to 101.4% of GDP

maintained at 2.3% 0.1 points to 2.7% of GDP, driven by revenue growth

Evolution of real and nominal GDP Debt projections (% GDP)
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= Changes in composition due to INE revision

e _ » Upward revision of revenue 25/24 (6.3%): more than offsets
2025Q1. Greater contribution from domestic

= Cumulative fall of more than 22 pp since

upward revision of expenditure (5.1% . -
demand (private consumption and investment) St . Fals ( ) _ , the peak of 124.2% recorded in the first
. . * Localised improvement in CG vs. worsening SSFs’ forecast quarter of 2021
and less from the foreign sector (imports) . o
(number of pensioners and Temporary Disability) Srllven S SueenEs Y e
= |nflation: upward revision by 0.1 points . . : . : - "
. p y01lp s Deficit reducf:fnon_ 25/2f4ﬁ' hhalf a point of gslfDP Wlthdrav;gl of growth, albeit weaker than in previous
= Nominal GDP s_Iowdown compared with high measures. Offsetting o igher increase in defence expen iture years, slowing the pace of debt reduction
growth of previous years with lower one-off expenditure
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Nor do the conclusions change with respect to compliance with limits on growth of
eligible expenditure for the purposes of the national and EU expenditure rules

NATIONAL EXPENDITURE RULE: the risk of non-compliance EUROPEAN EXPENDITURE RULE: AlReF continues to estimate

with the reference rate continues for the CG, an annual rate above the reference (slight worsening),
almost all the ARs and 8 LGs but compliance with the cumulative rate and within the limits
AIReF forecast vs. reference rate of 3.2% AlIReF forecast vs. annual reference rate of 3.7%
Primary expenditure net of revenue (%
cG « Non-compliance 8,0 change): GG and sub-sectors
6.5% « Complying with the rule would require €5.6bn lower SSFs remove the
270 expenditure (deficit of 1.8% of GDP vs. 2.1%) 6.0 5,9 » highest margin
4,6
* Risk in nearly all ARs (exceptions: Rioja, and low
risk, with growth <4%, in Castile and Leon, Galicia and 4.0 - - - m 3,7
ARS Castile-La Mancha)
5.8% « Compliance with the rule would require €5.3bn lower 2,0
expenditure, which would bring the ARS' position close
to equilibrium 0.0
CG SSFs ARs LGs
LGs « Risk for 8 LGs: 4 large City Councils and 4 with BN Sub-sector Total GG = = = MTP
3% sustainability problems Source: AIReF

Cumulative rate on 25/23: AIReF 8.3%< reference rate of 9.2%




There are divergences in compliance risk between the two fiscal frameworks and

divergences in the implications for fiscal supervision

Deviation risk

Fiscal supervision
implications

* AIReF's forecasts show that there is a risk
of non-compliance with the national
expenditure rule for the CG and 13 ARs

« This national risk is compatible with
compliance with the European
expenditure rule in 2025 by exhausting the
annual limit of the control account

e The GG deficit forecast is 2.7% of GDP

Compliance with the national expenditure rule
would force the CG and ARs to adopt
measures that would lead to over-compliance
with the European rule in 2025

The deviation in the national expenditure rule
of the CG and ARs amounts to €11bn in 2025

Closing this deviation would entail
expenditure growth for the purposes of the
European expenditure rule of 2.9% instead of
4.6%

The public deficit would be reduced to 2% of
GDP

At the European level, the deviation risk
would fall under the control account

ECOFIN 2025 recommendation: respect the
committed reference rates

These discrepancies are not only due to the quantitative divergence observed of the eligible expenditure between

the two frameworks of rules for 2025 (higher requirement for the national one that is inverted in 2028),
but also to the substantive divergences between the national and European fiscal frameworks




Following reform of European framework in April 2024, divergences between the
European and national frameworks have widened and still need to be updated

National fiscal frameworks should contribute to the sustainability of public finances and promote compliance with

the European fiscal framework. The 2024 European reform has introduced very substantive changes that still need

to be incorporated into the national framework

Requires consistency
across rules

Shift of focus towards
sustainability

Focus on
medium-term orientation
in supervision

Methodological In the reference rate

differences in the
expenditure rule

In eligible expenditure

« Ex ante expenditure commitments are consistent with the ultimate target
of public debt reduction

« This consistency is not ensured in practice at the national level: neither

among national rules nor with European commitments

 European monitoring allows for annual deviation margins through a
control account not considered in national rules

« National supervision is still short term in nature

National expenditure rule European expenditure rule

2025 2026 2027

2025 2026 2027
3,2 3,3 3,4 3,7 3,5 3,2

Does not include temporary revenue : : :
: : Excludes national co-financing of
measures, nor the non-indexation of :
PIT European projects and one-offs
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Differences between the national and EU frameworks, and in application of the
national framework across sub-sectors, underpin the following recommendations

INCONSISTENCY BETWEEN
NATIONAL AND
AND EUROPEAN
FRAMEWORK

INCONSISTENCY IN THE
NATIONAL FRAMEWORK
BETWEEN SUB-SECTORS

We reiterate that advantage should
be taken of the transposition of the
European Directive to guarantee the

effectiveness of the national
framework and consistency with the
European framework

New recommendations:

submit a Central Government
EFP

monitor implementation and
coordination for compliance
with rules

It remains unclear how the national and EU frameworks
will be aligned in 2025 and beyond

AlIReF’s forthcoming Opinion on the National Fiscal
Framework, in line with the new role of Independent
Fiscal Institutions, is expected in the autumn

The deviations in 2024 have not required an EFP from
the CG (only ARs) despite the same legal obligation

The deviation risk is maintained in 2025 for the CG

The EFP takes on particular importance at a time of
uncertainty regarding the state of play and the fiscal
framework: no draft General State Budget in recent
years, no Budgetary Plan, a Medium-Term Plan that is
very limited in scope, timeframe and sectoral
breakdown, and very little information on the Defence
Plan

The EFPs are an opportunity to make explicit
expenditure commitments that do not have to be in line
with the reference rate currently in force
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Two additional recommendations are made to the Ministry of Finance with a view to
the draft 2026 Budget and improved reporting

2026 Budget

Initiate the budgetary procedures as soon as
possible that should culminate in the
presentation of the draft General State

Budget

Propose the budgetary stability and public
debt targets

Defence information

Publish detailed information on the
implementation of the Security and Defence

Plan, both in budgetary terms and in
National Accounts terms

National regulations require setting stability and debt targets for all GG
authorities in the first half of the year and ensuring consistency between all
rules

Delay in the first steps of the budgetary procedure with respect to the ordinary
cycle. Still no Ministerial Order for the preparation of the GSB, no approval of
the non-financial expenditure limit, no Report on the Situation of the Spanish
Economy, no Fiscal and Financial Policy Council (CPFF) meeting

Budgetary information: it is not easy to identify which part of the increases in
initial appropriations and in budgetary execution corresponds to the Security
and Defence Plan (two extensions/repeated insufficient funding)

Spanish National Accounts information: even greater limitations.
Total amount of Special Modernisation Programmes and delivery period are
required

12



The report is completed with an individualised view of the Autonomous Regions and the
subsequent formulation of the following recommendations

Individual

to the ARs Cantabria and Catalonia

Lack of breakdown of the
implementation of the measures
underpinning their forecasts for
growth in eligible expenditure,
and estimates of balance and debt
compatible with this growth

At risk of non-
compliance with
expenditure rule

2025 and with EFP
presented for non-
compliancein 2024

Pending assessment of EFPs:
Basque Country, Rioja, Murcia and
Asturias

To the Ministry of Finance

To activate the preventive measures

provided for in Article 19 of Organic Law on
Budgetary Stability and Financial
Sustainability in relation to:

No EFP, but there is a risk of deviation
and of it persisting in the future .

Aragon, Castile and Leon,
Valencia, Galicia and Navarre

Balearic Islands and Madrid

Incorporate corrective measures,
but insufficient to support the
forecasts of growth in eligible
expenditure and lack estimates of
balance and debt compatible with
such growth. Breakdown needed

There are no corrective measures to
support the forecasts of growth in

Bl cligible expenditure and the
estimates of balance and debt are
not compatible with this growth.
Breakdown needed

No recommendations made to Andalusia, Extremadura and Castile-La Mancha due to risk of
moderate or one-off non-compliance

3 large Local Governments

Canary Islands

= Murcia City Council

Palma City Council

City Council of Las Palmas de Gran
Canaria
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2 Macroeconomic scenario




AlIReF maintains its growth forecast for 2025 and 2026,
although it modifies its composition

AlIReF AlIReF

ki — The GDP growth forecast for 2025 and 2026
Year-on-Year Rates of Change 2024 2025 2026 2025 2026 . ] . )
Private Domestic Final Consumption Expenditure 2,9 2,8 2,0 0,1 0,0 IS malntalned at 23% and 17%1 respeCtlver
General Government Final Consumption Expenditure 4,1 2,7 1,6 -0,1 -0,1
Gross Fixed Capital Formation 3,0 3,3 1,9 0,8 0,6 T . .

GFCF Equipment and Cultivated Assets 2,9 4,4 1,4 2,3 1,3 Stablllty In the exogenous assumptlons Ieads

GFCF Construction and Intellectual Property 30 2,9 2,1 3,0 2,5 02 03 to unchanged forecasts for 2025 and 2026,
Domestic Demand* 28 28 | 18 28 | 19 ol | ol based on the assumption that the current
Exports of Goods and Services 3,1 1,9 2,2 2,3 2,1 0,4 -0,1 . . -

Imports of Goods and Services 2,4 34 2,8 4,2 2,9 0,8 0,2 tarlﬁs remain in place

External Balance* 03 04 | -0l 05 | -02 'YX

Gross Domestic Product 3,2 2,3 i 1,7 2,3 ! 1,7 0,0 ; 0,0 The QNA data revise the 2025 carry-over
Nominal Gross Domestic Product 6,2 47 ! 4,0 48 ‘ 40 0,0 i 0,0 eﬂ:ect m|n|ma”y downwards (_003 pp)

Gross Domestic Product Deflator 3,0 2,3 E 2,2 2,4 I 2,3 0,1 E 0,0

CPI 2,8 23 2,0 2,3 2,0 0,0 0,0 . .- .
Full-Time Equivalent Employment 2,4 2,3 j 1,7 2,3 E 1,6 0,1 ; 0,0 However’ they ShOW Slgnlflcant Changes In
Hours Actually Worked 1,9 2,4 1.7 1,2 17 -1,2 0,0 the composition of grOWth

Unit Labour Cost 4,0 3,2 2,1 3,3 2,2 0,0 0,1

Productivity per Ful-Time Employee 0,7 0,1 0,0 0,0 0,0 -0,1 0,0 . ;

Compensation per Employee 4,7 3,3 2,1 3,1 2,0 -0,2 -0,1 AS a Consequence’ prlvate Consumptlon and
Unemployment Rate (% of Labour Force) 1,3 107 | 103 107 | 103 00 | 00 investment increase while public
Household and NPISH Saving Rate (% of GDI) 13,6 16 | Il 13 | 10, 03 | -0 consumption decreases

Source: INE and AlIReF
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Second-quarter 2025 growth remains strong, extending the economy’s gradual
deceleration profile

1. 4%
1.2%
1.0%
0.8%
0.6%
O_4%
0.2%
0.0%

-0.2%

Source: AlReF

REAL-TIME GDP ESTIMATE FOR THE
SECOND QUARTER OF 2025. (QUARTER-ON-QUARTER RATE)

0.8

0.6

0.4

0.2

01-abr

I 1-abr
21-abr

0.0

EVOLUTION OF QUARTER-ON-QUARTER GDP GROWTH FOR SPAIN
AND THE REST OF THE EMU

.1
0.8
0.7 0.7
0.6
0.2 0.2 0.2
0.1 ol

2024Ql 2024Q2 2024Q3 2024Q4 2025Ql
B Spain Euro Area excluiding Irland and
Spain

Source: Eurostat

With the latest information available, the MIPred model forecast for the second quarter of 2025 stands at 0.5%

This would represent a slight deceleration with respect to the previous quarter, but maintaining higher rates than in the
rest of the euro area (excluding Ireland)
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Immigration continues to be one of the main drivers of private consumption and

the favourable performance of the labour market (1)

REAL GDI AND PER CAPITA CONSUMPTION (SA, Q4 2019 = 100)
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Private consumption growth remains one of the main drivers of growth, underpinned by growth in the foreign population,

employment and disposable income

In real per capita terms, private consumption is barely up from pre-pandemic levels and saving rates are historically high
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Immigration remains one of the main drivers of private consumption
and good labour market performance (2)

QUARTERLY SOCIAL SECURITY REGISTRATIONS. YEAR-ON-YEAR RATES (%) BEVERIDGE CURVE (%)
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Unemployment rate

Source: INE and Haver

The increase in the foreign population fully explains the rise in employment in recent months.
The labour force with Spanish nationality is falling

The decline in the unemployment rate is compatible with a growing number of vacancies (increasing misalignment
between labour supply and demand)
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Non-tourism service exports remain notably dynamic, while tourism indicators are
slowing

EXPORTS OF GOODS AND SERVICES (INDEX 2019Q4=100) TOURIST ARRIVALS (MOVING SUM. INDEX 2019Q4=100)
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Source: INE

« Goods exports have remained notably weak since 2021 and have even declined in recent months, in line with the
weakness of European partners and uncertainty surrounding trade policy

* Non-tourism services remain dynamic, while tourism indicators are slowing — tourist arrivals are growing at around 6%,
compared with 10% in 2024. The appreciation of the euro could dampen the inflow of tourists from the United States and
the United Kingdom
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The last two quarters have seen a pick-up in investment,
after the weakness since the pandemic

HOUSEHOLD FORMATION. HOUSING STARTS AND COMPLETIONS THEORETICAL MORTGAGE-TO-INCOME RATIO AND HOUSE PRICES
(THOUSANDS)
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] ) ) = Annual mortgage-to-income ratio
e==Households =——Housing starts ———Housing completion House sale price (RHS)
Source: INE, Ministry of Housing and Agenda Urbana Source: INE and Bank of Spain

Investment in equipment shows a recovery in recent quarters, which contrasts with the deterioration in business
confidence

In the case of construction, there is a greater dynamism in new building permits and in the number of housing
completions, which suggests a certain reaction of the real estate supply in a context of high house prices. In any case,
the number of new households being formed far exceeds the number of housing completions
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Risks:
trade tensions and policies of the Trump Administration

Trade tensions and global policy uncertainty remain the
primary sources of downside risks to the growth and
inflation outlook

Negotiations between the US, the EU and other
economies may eventually lead to a scenario of higher
tariff barriers than currently considered

Looking further ahead, over the medium term, there is a
risk that global trade growth will continue to slow, leading
to greater fragmentation of trade and financial relations
and a loss of efficiency globally

COMPARISON OF TARIFFS ANNOUNCED BY THE US

Letters/

Reciprocal Tariff

(%) (April

Announcements

(July)

Trading Partner % Imports

Brazil

Source: White
House
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Risks:
euro appreciation and financial channel

COMPOSITE RATING OF THE USA $/€ EXCHANGE RATE AND NOMINAL EFFECTIVE EXCHANGE RATE
AAA 1.50 AGAINST THE 41 MAIN TRADING PARTNERS OF THE EMU) 135
-\_\_\-

ART .40 130
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Source: Fitch Ratings, Moody's, S&P Global Source: LSEG

The erratic policies of the US Administration have caused international investors to flee from dollar-denominated assets
and US public debt, which has seen its last AAA rating downgraded

As a result, there has been a restraint in European public debt yields, but also a significant appreciation of the euro,
leading to a loss of competitiveness of European products
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Risks:
uncertainty prevails over the nature, composition and pace at which defence
expenditure commitments will materialise

LARGEST COMPANIES PRODUCING ARMS OR MILITARY SERVICES. NUMBER REAL GFCF/EMPLOYED PERSONS
OF COMPANIES AND ARMS SALES (€BN) (BASE 2019=100)
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Billions in Sales in 2023

Source: SIPRI Database Source: Eurostat

Europe has a high dependence on critical defence systems (missiles, aircraft, drones) and its industry is highly
fragmented

The moderate investment effort in relation to employment has resulted in a pattern of employment-intensive growth with
few productivity gains
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3 Fiscal scenario




AlReF estimates growth of 4.6% in primary expenditure net of revenue measures in
2025, compared with the 3.7% committed to in the MTP

00

NET EXPENDITURE GROWTH. TOTAL GG (% CHANGE) NET EXPENDITURE GROWTH. SUB-SECTORS (% CHANGE)
10,0 |
; 8,0
2.0 :
80 |
70 i 6,0
6,0 i
50 : 4,0
40 |
i
30 ] 2,0
|
2,0 |
1,0 i
| 0,0
7
i
]

CG SSFs ARs LGs
Total GG = = = MTP

2024 2025

Cumulative 2024 - 2025
I Sub-sector

mAIRReF mMTP mAnnual Progress Report

The deviation in 2025 from the MTP is 0.3% of GDP, the limit of the annual control account

The year-end 2024 figure, estimated at 3.5% by the European Commission compared with 5.3% in the MTP and 4.1% in
the Annual Progress Report, would generate margin for subsequent years

In cumulative terms, growth will be 8.3% until 2025, below the MTP commitment

By sub-sector, all sub-sectors except the CG would be above 3.7%
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AlReF estimates a bigger deviation from the European expenditure rule in 2025

than the Government's Progress Report

CALCULATION OF NET EXPENDITURE GROWTH. TOTAL GG (% GDP)

of revenue measures AIReF  Report 2025
GG expenditure 45,4 45,7 44,6
Interest 2,4 2,5 2,7
EU funds 1,5 1,3 0,8
Cyclical unemployment 0,0 -0,1 0,0
One-offs 0,9 0,6 0,5
Net primary expenditure 40,7 41,3 40,7
Discretionary revenue measures 0,2 0.8 0,6
Primary expenditure net of revenue 40.5 40.6 40,1
measures
% change in primary expenditure net 46 41
of revenue measures ' '

AIReF estimates growth in primary expenditure net of revenue measures that is 0.6 points higher than in the
Government's Progress Report

Total GG expenditure is higher in AIReF's case when including the RTRP and this difference widens when considering
only primary expenditure

AlIReF's higher forecast of expenditure related to European funds when including the RTRP reduces the differences
AlIReF also forecasts a greater impact of discretionary revenue measures
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The GG deficit for 2025 will stand at 2.7% of GDP,

2.4% excluding the effect of the Isolated High Altitude Depression (DANA)

EVOLUTION OF THE GG BALANCE (% OF GDP) SCENARIO IF COMPLIANCE WITH...

Range of Uncertainty Observed EUROPEAN FISCAL

® R compliant balance

If the European
expenditure rule were
met in 2025, growth in

primary expenditure net
of revenue measures of
3.7%

% PIB

2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025

For 2025, AIReF's forecast excluding the DANA, 2.4% of GDP, is 0.1 .
. Deficit of 2.4% of GDP,
points lower than the Annual Progress Report 2.1% excluding DANA

NATIONAL FISCAL
FRAMEWORK

If national expenditure
rule were met in 2025,
growth in eligible
expenditure of 3.2% for
the CG, ARs and LGs

European expenditure
rule would be met in 2025
with growth in net

primary expenditure net
of revenue measures of
2.9%

Deficit of 2% of GDP,
1.7% excluding DANA
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AlIReF reduces its deficit estimate compared with the last report
by 0.1 points due to the new information received

Measures:

Monitoring Report on MTP .
& Rep no substantial effect

(May 14th, 2025)

Year-End Execution Report
(July 16th, 2025)

Prolongation of
GG deficit 2025 expenditure measures GG deficit 2025

2.8% GDP 2.7% GDP

New information:

+0.1% GDP
- Tax collection increase

with DANA with DANA

- Expenditure increase

Macro effect:

SSFs -0,4 SSFs -0,4

no substantial effect AR 0.4
ARs -0.4 - Stable macro > o
LGs 0,3 projections LGs &

AlIReF revises both revenue and expenditure upwards due to new information received




The reduction of 0.5 points in the deficit between 2024 and 2025
IS due to several factors

Revenue measures: One-offs
- MEI Reduction in the cost of court
«  Maximum contribution rulings
bases Evolution of other revenue and expenditure,

including military expenditure

» InC ei e . ..
Price and energy crisis measures:
Repeal of almost all revenue measures

) DANA measures

» Slight reduction in cost of DANA
measures

Solidarity contribution
CIT B Deficit E Reduction in defi
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Revenue without the RTRP will grow by 6.3% in 2025,
to 42.1% of GDP, and to 43% if RTRP revenue is included

Measures:
Neutral
2025 2025
MTP Current
Monitoring New information:
+0.4 points REVENUE 42,1
REVENUE 41,7 ) .
- Higher income taxes TAXES 24,6
TAXES 24,3 : On production 11,2
On production 111 - Higher product taxes . 120
Onincome 12.9 - Higher European funds On ’hcome ,
Capital 0,3 Capital 0.3
CONTRIBUTIONS: 13.4 Macro effect: CONTRIBUTIONS: 13,4
Other revenue 4,0 Neutral Other revenue 4,1

The most recent tax collection data and new information push revenue up by 0.4 points:

* The annual PIT return was 0.2 points of GDP higher than AIReF’s forecast

« The tax collection data also lead to an upward revision of VAT and TATDLA by 0.1 points of GDP

« The information provided by the ARs raises the revenue forecast for European funds by 0.1 points
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Expenditure, excluding the RTRP, will reach 44.8% of GDP in 2025,
with growth of 5.3%

Measures:
Neutral
n 2025
Current

- . New information: = e 44,8
EXPENDITUR : Compensation of employees

. +0.3% GDP e ooy 108
Compensation of employees 10,8 Intermediate consumption 5.5
Intfermediate consumption 2,0 - Cash benefits Social transfers in kind via market 2.7
Soc!ol ’rrcmsfe.rs.ln kind via market 2,7 - Investment Social benefits in cash 17.2
Social benefits in cash 17,1 .
Interest 2.5 - Other expenditure Interest 2,5
Gross capital formation 2,5 Gross capital formation 2,6
Subsidies and other expenditure 3,4 Macro effect: Subsidies and other expenditure 3,5

Neutral

The new information available leads to an upward revision of expenditure by 0.3 points:
« Cash benefits of the Social Security Funds

» Investment associated with European funds for the ARs

» Other expenditure by the CG due to budgetary execution data
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The increase in the SSFs’ deficit is offset by the improvement in the

forecast for the CG and the ARs

The CG improves its balance in 2025 by almost 0.1 points

DIFFERENCE IN THE BALANCE BY SUB-SECTOR IN AIREF'S SCENARIOS (% GDP)

2025
MTP Monitoring Current
GG -2.8 -2.7
CG -2.2 -2.]
§SFs 0.4 0.5
ARs 0.4 0.4
LGs 0.3 0.3

Difference

0,1

0.0
-0,1
0,1
0.0

The SSFs worsen their deficit by 0.1 points due to new information on cash benefits

The ARs also reduce their deficit estimate by almost 0.1 points, although their 0.4-point deficit remains

The LGs maintain their surplus estimate of 0.3 points

' @
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The CG will close 2025 with a deficit of 2.1% of GDP,
0.1 points lower than the estimate in the last report

AIREF FORECASTS CG BALANCE (% OF GDP) AIREF FORECASTS CG EXPENDITURE RULE (% OF GDP)
Range of uncertainty == Observed Range of uncertainty = Observed
= = = A|ReF »+ -+ Estimado AIReF = = = AlReF ¢ AlReF forec. EU ER
® ER compliant balance X O National reference rate 40
© m
22,0 -2,1 N
o
&) -2,9 \ [a) 20
a2 ——— N
<=NG 10
_4 -----J
o] O
Q 3,2 0
P @) Y m
o~ o 0 o o~ o 0 o o~ -10
n_-i‘ ﬂo-" ‘lo: ?l: ; 3* 3“ 3 ;“ © o b = A 2 X L
S & & & & & & 8 ¢ R R R & S S 2 2

Excluding the impact of the DANA, the CG deficit would be 1.9% of GDP

The CG would fail to comply with the national expenditure rule, with eligible expenditure growth of 6.5% in 2025,
more than 3 percentage points above the reference rate of 3.2%

Compliance with the national expenditure rule would reduce the deficit to 1.8% of GDP




AlIReF raises its estimate of the Social Security Funds’ deficit by 0.1
points to 0.5% of GDP

AIREF FORECASTS SSFs’ BALANCE (% GDP) PENSION EXPENDITURE GROWTH (% CHANGE)
Range of uncertainty e Observed 7.5% csor
’ 6.2%
= = = A|ReF «+ O« Estimado AlIReF 6.5% P O S ﬁ
|
5.5%
0 4.5% 3.8% 2.8%
| =x o -m -
C o e - e e - 3'5%
= & .
2 |28 0,5 2 0,5 - 2.5%
‘ 1.5%
-2
0.5%
-3 -0.5%
= 3 3 =) = 3 3 S a 2024 o 2025
) < + « < Ly "y A L B Number of pensions  # Substitution effect Increase
S S S S S S g S S m Measures O Expenditure
~ ~ o~ ~ o~ ~ ~ o~ ~

 AIReF increases its estimate of the deficit for the SSFs for 2025 due to the new information received on the evolution of
cash benefits

* Pension expenditure, unemployment expenditure and temporary disability are revised upwards
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The Autonomous Regions' deficit is revised downwards,
although the forecast remains at -0.4% of GDP

AIREF FORECASTS AR BALANCE (% GDP) AIREF FORECASTS AR EXPENDITURE RULE (% OF GDP)
Range of uncertainty = Observed Range of uncertainty e Observed
= == AlReF O AlReF without DANA O National reference rate === AlReF
® ER compliant balance 10 ¢ AlReF forec. EU ER
’ 10
0.5 ’

™S

% PIB
% GDP
]
!
]
]
]
]
]
]
]
- ©
o (%]
Year-on-year change
(12
'S \
o \
]
L
I/
A o

| |
© @ @ @

Excluding the impact of the DANA, the deficit will stand at 0.3% of GDP in 2025

The deterioration of the deficit in 2025 is explained by the fall in revenue from the regional financing system settlement,
which, after the extraordinary increase in 2024, returns to its usual levels

2018
2019
2020
2021
2022
2023
2024
2025

The ARS' eligible expenditure for the purposes of the national expenditure rule will grow by 5.8% in 2025, 2.6 percentage
points above the limit of 3.2%

Compliance with the expenditure rule in 2025 would improve the balance by 0.4 points, bringing it to equilibrium
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There is arisk of non-compliance by most ARs
with the 2025 expenditure rule

AIREF FORECASTS AR BALANCE 2025 (% GDP) AIREF FORECASTS AR EXPENDITURE RULE 2025 (% CHANGE)

[ Expenditure growth < 3.2%
[ 3.2% <Expenditure growth < 4%
[ 4% <Expenditure growth < 6%
I Expenditure growth > 6%

[ Surplus >0.5% GDP
[ Equilibrium or surplus <= 0.5% GDP

[ Deficit < 0.5 % GDP  / 4’
I Deficit > 0.5 % GDP ® ( ™
v

9 =
o g A

11 ARs will close with surpluses, equilibrium or deficits Only in four ARs Wi.|| the growth.in eligible expenditure for the

close to equilibrium. Only two ARs are forecast to have a purposes of the national expenditure rule be less than 4%

deficit of more than 1% of GDP In the rest, the estimated change in eligible expenditure
ranges between 4% and 9.8%

AlIReF also publishes today the individual reports of 13 ARs and updates the AR Monitoring Tool
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https://www.airef.es/es/informe-economico-financiero-de-las-ccaa/

AlReF also reports on the Economic-Financial Plans that 13 ARs have to submit due to
non-compliance with the expenditure rule in 2024. Today it publishes 9 of them

ARs THAT HAVE TO SUBMIT EFPs IN 2025 DUE TO NON-
COMPLIANCE IN 2024

9 Z
RS A

[ Cumplimiento 2024
[ incumplimiento RG 2024

The content of the EFPs complies with the regulations,
but there is room for improvement in transparency and
consistency

Despite the EFPs, the risk of non-compliance with the
expenditure rule remains for almost all ARs in 2025
and/or 2026.

Some EFPs do not contain measures that support
compliance with the expenditure rule and in others
these measures are insufficient

AlIReF updates its medium-term forecasts to provide
context for the analysis of the EFPs

AlIReF publishes 9 EFP reports today and will publish the rest over the next few weeks
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LGs will close 2025 with a surplus of 0.3% of GDP,
the same forecast as in the previous report

AIREF FORECASTS LG BALANCE (% GDP) AIREF FORECASTS LG EXPENDITURE RULE (% GDP)
Range of uncertainty Observed = = = = AlReF o  ER compliant balance E?Eiier‘tainty Observed O  Reference rate

1,0 == == AlReF ¢  AlReF forec. EU ER

% GDP

% Year-on-year change

-0,5

2] o (=] -_— e [ag]
— — () () () [}
(=] (=] (=] [=] (=] (=]
(o} (o] (o] [} (o} (o}

2024,06
2024,09

202312
2024,03
2024,12
2025,03
2025,06
2025,09
2025,12

» AIREF forecasts for LGs growth in eligible expenditure for the purposes of the national expenditure rule of 3%, below the
reference rate set at 3.2%

* However, it is estimated that they would contribute negatively to compliance with the European expenditure rule
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All the large LGs analysed in this report will end 2025
with a surplus

CORPORACIONES EVOLUCION SITUACION EN PERIODO DE SUSPENSION DE PREVISIONES O ACNES EVOLUCION SITUACION EN PERIODO DE SUSPENSION DE CIERRE EE. L PREVISIONES e
LOCALES REGLAS FISCALES (2020-2023) CIERRE EE. LL. AIReF LOCALES REGLAS FISCALES (2020-2023) 2024 AlReF
2024 - - 2025
Estabilidad presupuestaria Gasto computable 2025 Estabilidad presupuestaria Gasto computable
Crecimiento e Gasto Gasto Ratio
Gast Gast Ratil i ili ili
2020 2021 2022 2023 medio anual Estabilidad asto Estabilidad asto atio 2020 2021 2022 2023 medio anual Estabilidad computable Estabilidad computable | deuda
2020-2023 computable computable [ deuda 2020-2023
L'HOSPITALET DE
- 2,7% 2,5% 1,3% 22%
MADRID + + - + 9,2% + 0,0% + 2,1% 35% LLOBREGAT + + + ; + 5 + ?
GION / XIXON - - - + 5,2% + 2,0% + 3,2% 31%
BARCELONA - - - + 9,6% + -2,0% + 3,0% 34%
VITORIA-GASTEIZ (*) - + + - 2,7% - 9,6% + 2,5% 23%
VALENCIA + + + + 8,6% + 8,3% + 0,7% 11%
DIP. BARCELONA + + + + 7,0% - 16,6% + 2,2% 0%
SEVILLA - + + + 3,9% + 1,4% + 2,8% 24%
-+ DIP. VALENCIA + + + + 13,7% + 0,2% + 2,9% 11%
ZARAGOZA + + 7,5% + 1,8% + 1,6% 59%
) DIP. SEVILLA + - - + 18,7% + 54,9% + 1,1% 1%
MALAGA + + + + 7,4% + 2,2% + 3,1% 34%
BILDO IN
CA 0 INSULAR + + _ + 27,8% + 17,6% + -4,2% 15%
MURCIA + + - - 6,6% + -8,3% + 5,7% 51% DE TENERIFE
CONSEJO INSULAR
PALMA + + + + 6,8% + 1,4% + 9,2% 41% DE MALLORCA + + + + 18,2% + 23% + 26% 14%
LAS PALMAS DE 5.0% 21% 5.39% 1% DIPUTACION FORAL + 6.0% 4% + 2 6% 61%
GRAN CANARIA + + - + 0 + e + = DE ARABA/ALAVA - M - B e N o o
ALICANTE/ ALACANT | 4 + + + 9,1% + 13,0% + 7,4% 12% DIPUTACION FORAL -+ + + 9,7% + 2,1% + 2,1% 21%
DE GIPUZKOA
BILBAO - + + - 3,4% + 1,8% + -1,7% 4% DIPUTACION FORAL
+ - 10,8% - -6,9% + 2,1% 70%
DE BIZKAIA
CORDOBA + - + - 12,4% + -12,2% + 9,3% 48% + Superdvit o prevision de superdvit
VALLADOLID 8,8% 4,5% 0,2% 44% - Déficito previsidn de défici
- + - - R + R + en ° (*) En los datos del Ayuntamiento de Vitoria-Gasteiz, tanto en estabilidad como en regla de gasto, no se ha tenido en cuenta el ajuste que efectia la entidad para
eliminar el impacto en lasreglasfiscales del gasto financiado con remanentes de afios anteriores
VIGO + + + I 5,4% I -0,6% + 0,6% 0% \ L |Empeora: pasa de superavit en Informe de Presupuestos 2025 a déficit |
I:Mejom: pasa de déficit en Informe de Presupuestos 2025 a superdvit |
» All the large LGs will have growth in eligible expenditure of close to 2% for 2025, below the approved rate for the year of 3.2%
« There is a risk of non-compliance with the expenditure rule by the City Councils of Murcia, Palma, Las Palmas de Gran Canaria and Cordoba



AlIReF forecasts a decline in the debt-to-GDP ratio of 0.4 points from the level recorded iIn
2024 to 101.4% of GDP by the end of 2025

DEBT EVOLUTION (% GDP) PROJECTED DEBT (% GDP) AND CONTRIBUTIONS TO THE CHANGE (GDP POINTS)
125% 124,2% 105 20‘25"
1 20%
115% :: ) W///////ﬁ O
2
110% = 2

02 —
-2.3

102 0
103.5% |_IO|,4
101 2

 (nterv. 40-60

- Change in debt 100 Intery. 20-80 -4 -23
95% 2025QI-2019:
+ 5.8 points Interv. 10-90
005 99 -6 uStock-flow adi.
[ | [as] - un 0 I~ (=] [ [ ] — [ | [ag ] =x -_ -_ Deﬂatof‘
S S s s sss3Sg8g83 % | TOTAReRCemm=l 4 Realgrowth
o A s e e s e e e Ao 2024 2025 Interest burden
m Primary deficit
Source: Bank of Spain, INE and Source: AIReF O Change in debt/GDP

AlIReF

 The Spanish debt-to-GDP ratio stood at 103.5% of GDP in the first quarter of 2025, 2.8 points lower than a year earlier
and 5.8 points higher than the pre-pandemic level

« AlReF's macro-fiscal forecasts predict a decline in the debt-to-GDP ratio of 0.4 points from the level recorded in 2024,
bringing it down to 101.4% of GDP at the end of 2025 (Government: 101.7%)

« The reduction in the ratio continues to be driven by economic growth, which is weaker than in previous years, slowing the
pace of debt reduction
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