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Monitoring of the 2026 Stability Target

General Government

AlIReF maintains its estimate of the deficit for 2026 for the GG sector at 2.6% of GDP, as set out in the
Monitoring Report of the Medium-Term Fiscal-Structural Plan 2025-2028. The estimates include the

fiscal impact of the measures approved to mitigate the effects of the storms and the crisis in the
Middle East, including the expected reduction in the cost of the measures for June, as well as the
remaining spending of the DANA storm. This estimate is 0.5 points above the estimates published in
the 2026 Annual Progress Report published by the Government at the end of April.

@ The deficit forecast for 2026 stands at 2.6% of
GDP. According to AlReF's revenue estimates,
the deficit should not exceed 1.6% of GDP in
order to remain compatible with achieving the
3.5% rate set by the European expenditure rule
for 2026. Excluding the impact of temporary
measures associated with the Middle East crisis
and natural disasters, the deficit would be 1.9%
of GDP.
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9 The revenue observed up to March, in 12-
month cumulative terms, shows an
improvement of 0.2 point of GDP compared
with the 2025 year-end figure. AIReF expects this
percentage of GDP to increase by a further 0.6
points over the remainder of this year, to reach
43.7%, including the Recovery, Transformation
and Resilience Plan (RTRP).
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@ With regard to the European expenditure
rule, AIReF forecasts that net primary
expendifure, excluding revenue measures, will
grow by 5.9 % in 2026, exceeding the 3.5 % set
out in the MTP. Over the 2024-2026 period, growth
will exceed the 13% rate established in the MTP by 2.8
percentage points. Both the annual and
cumulative control account limits would be
exceeded, although applying the escape
clause would enable the cumulative limit to be
met.
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6 Annualised jobs up to March increase their
weightin GDP by 0.1 point compared to the end
of 2025. AIReF expects the level to increase in
the remainder of the year as the expenditure
approved in the packages of measures is
executed, reaching 46.3 %, including the RTRP.
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https://www.airef.es/wp-content/uploads/2026/05/Informe_Progreso_PFEMP/Informe-Seguimiento-PFEMP-2026.pdf

Monitoring of the 2026 Stability Target

Central Government

a The Cenfral Government deficit up fo March
maintains the level of 2025, 2% of GDP. AlReF
expects this fo deteriorate to 2.4% in 2026. Taking
infto account the revenue estimated by AIReF,
the deficit compatible with meeting the
nafional expenditure rule for the CG would be
2% of GDP.
Trend in CG deficit (% GDP)
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Q Year to date, annuadlised revenues have
slightly increased, by 0.1 point, their weight of
GDP as against 2025. AIReF esfimates an
increase of an additional 0.5 points to 20.8 % by
the end of 2026. This improvement is due to the
stfronger expected momentum in taxes until
closing, and despite the measures taken to
mitigate the effects of the Middle East crisis.
CG revenue (% GDP)

s Uncertainty range e Observed === AJReF <3+« AlReF estimate
24

53] ,,

/— 20

2024.12
2025.03
2025.06
2025.09
2025.12
2026.03
2026.06
2026.09
2026.12

@ With regard to the national expenditure rule,
AIReF expects to see anincrease of 7.2% for CG,
which would breach the 3.5% reference rate.
With respect to the European expenditure rule,
growth is estimated at 9.1 %, a lot higher than
the 3.5 % set out in the MTP.

Trend in national expenditure rule - CG (% change)
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O On a 12-month accumulated basis,
revenue is up 9.8% through to March for the
CG and 10.6% up to April for the State. The
percentage is expected to fall to 7.9% by the
end of the year, due to a reduction in revenue
from all taxes, which is partially offset by revenue
from other sources under the RTRP.
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(5 ) Expendl‘rure at ‘rhe end of 2026 is expec‘red to @ Expenditure is up 3.7% through to March

increase by almost one fenth compared to the for the CG and 5.6% through to April for the
end of 2025, mainly due fo spending measures for Stgte. By the end of 2026 the rate will grow 9.6 %,

storms and the Middle East crisis.
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underpinned by transfers between General
Government and subsidies for the approved
measures.
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Monitoring of the 2026 Stability Target

Main tax revenues and social security contributions

AIReF has updated its estimates of tax revenues and social security contributions for 2026 by
incorporating the tax collection and budget execution data of the Social Security for April, as well as
the IGAE data for March in the National Accounts. Year to date, tax revenues are up 10.5%, slowing
1.2 points compared to March. AlReF expects 2026 to end with growth of 8.2%, 2.2 percentage points
lower than at the end of 2025. The automatic activation in June of the rate recovery clause linked to
electricity and gas price developments raises the forecast by EUR 298 million in VAT and excise duties.

c In 2026, PIT will increase its weight in GDP by
0.6 points to 9 %. In the year to date, growth
stands at 8.7%, driven by employment
withholdings, which contribute 8.5 points, while
refunds to former mutual society members are
losing weight and subfract less than one point
from growth. Growth is expected to accelerate
to 11.1% by the close of 2026, boosted by the
annual tax return and a smaller impact from
mutual society member refunds in the second

half of the year.
PIT in cash (% GDP)
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©® Value Added Tax (VAT) will reach 6.0 % of
GDP in 2026, 0.1 point higher than in 2025. To
April, revenue is up 8.2%, 2.2 points less than a
month earlier, as the base effects associated
with the normalisation of rates on energy and
food products fade. The positive performance
reflects stfrong gross revenue, driven by inflation,
and a moderatfion of refunds. Growth s
expected to slow 1o 6.1% by year-end as a result
of the rate reductions to cushion the impact of
the Middle East crisis.

VAT in cash (% GDP)
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@ Corporate Income Tax (CIT) will reach 2.8 %
of GDP in 2026, 0.3 points higher than in 2025. The
first instalment payment was received in April,
with growth of 13.7%—slightly below last year's
rate. Consolidated groups made the largest
contribution to growth (8.8 points), while large
companies and SMEs contributed 2.5 and 2.3

points respectively. AIReF forecasts a 15.8%
increase at the end of 2026.
CIT in cash (% GDP)
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O Excise Duties will reduce their weight of GDP
by 0.1 point to 1.3% in 2026, weighed down by
the impact of rate reduction measures on
hydrocarbons and electricity related to the
Middle East crisis. However, this impact is revised
downwards for both excise duties and VAT
following the automatic activation in June of
the clause linked to energy price developments.
In cumulative terms to April, revenue remains
flat, with a slight decline of -0.1%, and a
confraction of 2.5% is expected by the close of
2026 as a result of the measures.
Special Taxes in cash (% GDP)
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Monitoring of the 2026 Stability Target

© In national accounts terms, total tax revenue in
2026 will be up 6.3 %, 3.8 points lower than in 2025.
Relatfive to the 2026 MTP Monitoring Report, the
forecast is revised up by one tenth, mainly as a
result of the partial withdrawal in June of the
measures relating to the Middle East crisis.

0@ Taxrevenue in cash in 12-month accumulated
terms through to April is up 10.5 %, driven mainly
by withholdings on earned income in PIT and the
good frend in VAT sales. Growth of 8.2% is
expected for year-end 2026, with all fax
categories to make a positive confribution,

excepft for excise duties and other tax revenues.

Updated 2024 tax revenue forecast. NA in Common
Regime Territory (% year-on-year change)

AlReF contributions to change in cash
(% change, 12-month cumulative)
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@ AReF expects contributions of SFF to account @ AIReF expects social contributions for the GG
for 12.8% GDP at year-end 2026. The 0.2 points sector fo grow by up to 6% by 2026, in line with the
increase compared with the 2025 year-end figure expected strength of the labour market.

is due to the buoyant labour market as well as the

measures adopted within the framework of the

pension reform.

SSF social contributions (% GDP) (NA) Updated forecast of total GG Social Security

contributions (% change) (NA)
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Monitoring of the 2026 Stability Target

Social Security Funds

@ AReF expects the SSF deficit to close in 2026
at 0.2 % of GDP, up 0.1 point compared to the
end of 2025. Revenues are slightly outpacing
expenditure, resulting in a deficit reduction of
0.1 point compared to 2025.

Trend in SFF deficit (% GDP)
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©® AIReF expects SFF revenue to reach 15.7%
GDP in 2026. The 0.1 point increase compared
to 2025 is explained by the strength in social
security confributions.

SFF revenue (% GDP)
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@ AReF expects Social Security Fund

expendifure to close in 2026 at 16% of GDP, up 0.1
point compared to the end of 2025. This increase
is due fo the increased weight of pensions and
temporary disability spending.

SFF expenditure (% GDP)
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@ AIReF estimates that primary expenditure net
of revenue measures for the purposes of the
European expendifure rule would grow by 5.0%
in 2026. This frend reduces the room available for
the remaining sub-sectors to meet the joint rate
of 3.5%.

Trend in European expenditure rule (% change)
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O AIReF estimates that the pace of SFF revenue
growth will slow slightly over the following
months of the year, reaching 5.8%, reflecting a
slight projected slowdown in growth across all
components, most notably social contributions.
Contributions to change
SFF revenue (% change)
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O ARReF expects expenditure growth to
moderate over the course of the year, as the
conftribution from social benefits to that growth
diminishes.
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Monitoring of the 2026 Stability Target

Autonomous Regions

a AIReF still expects Autonomous Regions to
report a deficit of 0.1 % of GDP in 2026, which
would be equiliorium stripping out the DANA
storm and flood measures. Complying with the
expenditure rule would improve the deficit by
0.1 point.

Trend in AR deficit (% GDP)
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©® Net revenue, taking into account the

financing system figures published in Royal
Decree-Law 13/2026, will rise by 6% at year-end,
excluding the RTRP. Factoring in the revenue
from the RTRP, it will grow by 6.4% to reach 15.8%
of GDP.
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@ Net expenditure excluding the RTRP will have
risen by 4.3% at year-end, including the impact of
DANA and flood-related spending. Adding
expenditure financed through the RITRP, the
increase will be 4.7%, holding steady at 15.9% of
GDP.

AR expenditure (% GDP)
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@® rollowing growth of 5.6% in 2025, eligible
expendifure under the national expenditure rule
will grow by 4.6% in 2026. Primary expenditure
net of revenue measures will grow by 4.5% for
the purposes of the European expenditure rule.

Trend in national expenditure rule —
Autonomous Regions (% change)
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O Revenue growth over the last 12 months has
depended on Regional Financing System
revenue, other  fransfers from other
public administrations (the Provincial Councils
and the State), other taxes, and EU funds. At
year-end, the confribution from the regional
financing system will increase while that of the
other factors will decline.
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0@ sSpending growth over the past 12 months
largely took place in public consumption, as well
as in subsidies and fransfers and investment
associated with  funds. At vyear-end, the
confribution of all factors except investment is
reduced, shaped by the RTRP and other central
government funds.
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Monitoring of the 2026 Stability Target

Note on the methodology employed

o AlReF’s projections are updated on a monthly basis to include the latest data published into ifs
forecasting models in respect of taxes, social contributions, unemployment benefits, pensions, and
interest. They also take info account any relevant announced and approved information that
could affect the year-end outcome.

o The latest data published by the General Intervention of the State Administration (IGAE) under
Spanish National Accounts are considered, together with other monthly statistics such as budget
execution data for the different subsectors (General State Administration, the Social Security
System, SEPE [State Public Employment Service], FOGASA [Wage Guarantee Fund], and the
Autonomous Regions of Spain), monthly tax collection reports from AEAT (State Tax Administration
Agency), the pensions payroll (eSTADISS database), and unemployment benefits statistics.

o Exceptforthe chart related to eligible expenditure under the expenditure rule, the charts included
are expressed in annualised terms, that is, as the sum of the last 12 months. The series shows the
flow of actual or projected data for the last 12 months up to the reference month; therefore, the
December figure coincides with the annual data. The eligible expenditure chart is presented on
an annual basis, as monthly data are not published.

o AIReF does not aim to provide a monthly breakdown of an annual fotal in these factsheets.
Instead, it focuses on what it considers relevant: the flow throughout 2026, while showing how
monthly information or new announcements lead to changes in its own estimates.

o Given that no monthly data are published for the LG subsector, data for this subsector are
estimated in order to compile the GG total, looking at monthly flows that can be determined
(payments from the State financing system to LGs, and payments by the Chartered Provincial
Governments to the State under the quota system and to the Basque Country Autonomous
Region).

o Given the absence of any approved stability targets for 2026, AIReF only considers the overall
General Government balance— showing a deficit of 2.1% of GDP—as set out in the Medium-Term
Fiscal and Structural Plan (MTP). The MTP established a commitment for 2026 of a 3.5% growth rate
in eligible expenditure net of revenue measures.

o Asregards the expenditure rule, and according to the latest report on the Spanish economy, the
reference rate stands at 3.5% for 2026, and is binding for the CG, the ARs and LGs under Article 12
of the Organic Law on Budgetary Stability & Financial Sustainability.

o AlReF's measurement of total GG expenditure and revenue includes RTRP funds, which AIReF
estimates at 1.2 points of GDP in 2026.

o AlReF’s uncertainty range is estimated using a VAR model with two lags, incorporating seasonally
adjusted series for subsector revenues and expenditure, nominal GDP, subsector debt as a
percentage of GDP, and 10-year interest rates. Monte Carlo simulations are performed on the basis
of this model. The results of these simulations are ordered by percentiles, from which the uncertainty
bands are determined. The uncertainty range for the balance is calculated as the difference
between the corresponding revenues and expenditure. The uncertainty range for eligible
expendifure under the expenditure rule is derived from the expenditure bands.

o AlReF’s Report on budgetary execution, public debt and the expenditure rule 2020, dated 15" July
2020, includes an annex listing the main abbreviations and acronyms used.
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