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Overview

The Global Economy

¢ The expiration of tariff extensions pushes the average US. tariff above 18%, its
highest level in nearly a century.

e PMIs rebounded in July and August, although they signal less optimism in the
coming months.

The Spanish Economy

e Growth forecasts for the Spanish economy in 2025 were revised slightly
upwards, to around 2.6% according to Funcas and the Bank of Spain, while the
Government projects 2.7%. The scenario of economic slowdown persists for
2026, with growth forecasts ranging from 2.2% by the Government to 1.8% by the
Bank of Spain.

¢ Employment gained momentum in Q2, according to both the Labour Force
Survey and the National Accounts, although hours worked showed weaker
performance. Social Security registrations continued to grow at a steady pace
in August.

¢ In the first half of 2025 wage costs rose faster than inflation, boosting
purchasing power and surpassing the 3% benchmark set in the Agreement for
Employment and Collective Bargaining (AENC).

¢ Inflation remained at 2.7% in August, driven primarily by energy prices, while
core inflation continued to register more moderate levels. A slowdown is
expected by the end of the year, a trend projected to continue in 2026.

¢ The Government published the Ministerial Order for the preparation of the
General State Budget for 2026.

e The credit rating agency S&P raised Spain's debt rating from A to A+.

Business Activity

e Revenues gained momentum in Q2 and, according to the Bank of Spain
Business Activity Survey (EBAE), also in Q3.

e A more accommodative monetary policy is fostering a more favorable
environment for corporate lending, although recent credit operations have
displayed volatility and divergent trends depending on the size of the
transactions.

¢ Economic confidence remains strong in Spain despite the weakening European
environment.

¢ The fragility of micro-enterprises limits the recovery of the Spanish productive
fabric.
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The International Scendario

Trade agreements reduce uncertainty and generate
moderate dynamism in the global economy.

August marked the end of the tariff pause on U.S. imports. Between April, when
President Trump announced reciprocal tariffs, and August, the United States
concluded trade agreements with several countries, most notably the United
Kingdom, Japan, South Korea, and the European Union. Countries with which no
agreement has yet been reached were formally notified of the tariffs that would
apply from August onward. Negotiations, nevertheless, remain ongoing, either to
resolve outstanding issues in existing agreements or to forge new ones. In this
context, the deadlines for negotiations with China and Mexico have been extended
by an additional 90 days.

The United States will apply minimum tariff rates of 10% to countries with which it
maintains a trade surplus, most notably the United Kingdom. For countries with
which the United States has a trade deficit, the minimum tariff rate rises to 15%, a
category that includes around 40 countries such as the European Union, Japan, and
South Korea. Nearly thirty countries will face tariffs above 15% (mostly between 19%
and 50%), including Mexico and Canada, where non-exempt products under the
USMCA will be subject to tariffs of 25% and 35%, respectively. Most Chinese products
are currently subject to a 30% tariff while negotiations continue toward a more
comprehensive agreement. In some cases, tariffs have been imposed based on
criteria beyond purely commercial considerations—for example, a 50% tariff on
Brazilion products, and the increase in Indian tariffs from 25 to 50%, both politically
motivated in response to their ties with Russia.

Sector-specific tariffs also remain in place, including a 50% rate on imports of steel,
aluminium, and copper, and a 25% rate on automobiles. As a result, the average
tariff applied by the United States to its imports has risen above 18%, the highest level
in nearly a century.

In most of the agreements reached, the United States has increased the tariff rates
applied to its imports, while negotiating reductions or exemptions for tariffs
imposed on certain US. exports to those countries. The agreements also include
commitments by partner countries to purchase specific US. goods and to
undertake investment in the United States.
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In the specific case of the agreement between the United States and the European
Union, it should be noted, in general terms, that most EU goods will be subject to a
15% tariff, which includes the most-favoured-nation (MFN) tariff that was previously
added to the tariffs applied by the United States. For products where the MFN tariff
exceeds 15%, the MFN tariff will apply. This 15% rate also applies to cars and car parts,
which were subject to 25% tariffs on top of the 2.5% MFN and gives the EU a
competitive advantage over third countries. The 15% cap will also apply to any
possible future tariffs on pharmaceuticals and semiconductors. In addition,
strategic products will receive special treatment. In this regard, US tariffs on aircraft,
aircraft parts, certain chemicals, some generic medicines, as well as certain EU
natural resources will return to pre-January tariff levels. In the case of steel,
aluminium and coppet, tariff quotas will be established for EU exports, taking into
account historical export levels.

As for US exports to the EU, tariffs, which were already low, will be eliminated for US
industrial products. In addition, better access to the EU market will be given to
limited quantities of US fishery products and certain US agricultural exports, all
subject to tariff quotas. Work is also underway to reduce non-tariff barriers between
the two blocs. Meanwhile, the EU has expressed its intention to purchase $750 billion
worth of energy products from the United States over the next three years. In
addition, both sides of the Atlantic will seek to promote investment, with European
companies expressing their interest in investing some $600 billion in the United
States by 2029.

This, this increase in tariffs is expected to reduce trade, at least with the United
States, while diverting trade flows in ways that intensify competition in the markets
receiving them. At the same time, the agreements reached help to ease uncertainty
and mitigate the associated volatility.

Global situation

Against the backdrop of recent trade agreements, PMI indicators have performed
positively, with the Global Composite PMI reaching 52.9 in August, its highest level
since June 2024. This improvement reflects a broad-based recovery across major
economies, with the rebound in the United States standing out. By sector, banking
and other financial services recorded the strongest gains, while minerals and
metals, as well as certain health services, remained in contractionary territory. In
contrast, business confidence declined to one of its lowest levels since the 2020
pandemic, slowing employment growth and posing downside risks to production in
the coming months.
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Commodity prices are generally on a downward trend, reflecting global economic
weakness, although some exceptions remain, notably gold, which is trading at
record highs as a safe-haven asset. Brent crude fell in August to $67.9 per barrel, a
year-on-year decline of 15.5%, or 20% in euro terms due to the strength of the
European currency against the dollar. Higher production by OPEC+ countries,
combined with subdued demand amid weaker global growth prospects, continues
to exert downward pressure on prices.
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United States

US GDP growth for Q2 was revised upward to 0.8% quarter-on-quarter, following a
contraction of 0.1% in the previous quarter. The improvement was driven mainly by
stronger consumption and reduced imports, reflecting both higher tariffs and the
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advance of import activity earlier in the year, offsetting the weaker contribution
from investment.

Labour market signals are becoming more concerning. Between April 2024 and
March 2025, the number of jobs created has been significantly revised downward,
revealing a net loss of 911,000 non-farm jobs. June data were also revised to show
negative job creation for the first time since December 2020, while August
registered only modest growth, with 22,000 jobs added. At the same time, the
unemployment rate rose to 4.3% in August, returning to its highest level since
October 2021.

Inflation continued to rise in August, reaching 2.9% overall, while core inflation held
at 3.1%, both the highest levels since January 2025. Despite these price pressures,
strong labour market figures led the Federal Reserve, at its September meeting, to
resume the interest rate cuts that had been on hold since December 2024. This time,
the Fed reduced rates by 25 basis points, bringing the target range to 4.0-4.25%.
Chairman Jerome Powell emphasized that monetary policy remains restrictive,
while Fed members project two further cuts in 2025 and an additional one in 2026.
Markets, however, anticipate more aggressive easing, pricing in up to five rate
reductions through 2026. The Fed also revised its GDP growth forecasts upward by
0.2 percentage points for both 2025 and 2026, to 1.6% and 1.8%, respectively. Inflation
forecasts for 2025 were similarly raised by 0.2 percentage points, to an average of
2.6%, before easing to 2.1%in 2026.

Eurozone

Eurozone growth slowed sharply in Q2, with a quarterly increase of 0.1% following 0.6%
in Q1. Growth was supported by public spending, inventories, and, to a lesser extent,
private consumption, while investment and the external balance weighed on
performance. In July, goods exports showed minimal year-on-year growth,
whereas imports remained more dynamic, although the Eurozone maintained a
positive trade balance. The euro’s significant appreciation against the U.S. dollar,
over 14% year-to-date, reaching 118 dollars per euro, continues to challenge the
region’s competitiveness.

Meanwhile, employment continues to rise, albeit at a slower pace, while the
unemployment rate in July stood at 6.2%, its lowest level ever. Other indicators show
mixed signals. In July, industrial production increased in both monthly and year-on-
year terms, while retail sales fell in monthly terms and continued to grow in annual
terms, albeit more moderately. Inflation remained unchanged at 2% in August, while
core inflation stood at 2.3%.
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Moderate price pressures and a strong labour market, despite slower economic
growth, led the ECB to keep interest rates unchanged at its September meeting. The
deposit facility rate remains at 2.0%, the main refinancing operations rate at 2.15%,
and the marginal lending facility at 2.4%. The ECB also revised its growth and inflation
forecasts: growth for 2025 was raised by 0.3 percentage points to 1.2%, while the 2026
forecast was lowered by 0. points to 1.0%, with 2027 projected at 1.3%. Inflation
forecasts were adjusted upward by 0.1 points to 2.1% for 2025 and 1.7% for 2026, with
2027 expected at 1.9%.

China

In China, growth in Q2 remained stable at 11% quarter-on-quarter, although annual
growth slowed slightly to 52%, down from 5.4% in QL. The economy’s strong
performance in the first half of the year was supported by favourable results in the
external sector and government policies aimed at boosting domestic demand,
which had been subdued. For the second half of 2025, some moderation in growth
is expected due to the ongoing debt crisis in the real estate sector and increasing
challenges for exports amid tense relations with the United States.

In August, economic indicators were not positive. Industrial activity grew at an
annual rate of 5.2%, the slowest pace in a year, while retail sales slowed to 3.4% year-
on-year, the lowest since last November. House prices continued to decline, and
urban unemployment rose by 0.1 percentage points to 5.3%. These factors are
weighing on domestic consumption, as low consumer confidence persists. Internal
deflationary pressures add to the weakness, with inflation at-0.4% and the producer
price index at -2.9%, the latter having been in negative territory since September
2022.
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The Spanish Economy

Slight upward revision of growth prospects due to strong
activity in Q3

The Government, the Bank of Spain, and a broad group of Spanish analysts have
revised their GDP growth forecasts for 2025 upward, to 2.7% in the case of the
Government and 2.6% according to both the Bank of Spain and the Funcas Panel.
The revisions reflect stronger-than-expected activity and employment in Q3, within
a context of moderate inflation. This outlook persists despite legal uncertainty in
areas such as labour, fiscal, and regulatory policy, as well as international
geopolitical risks and the weak performance of key trading partners including
France, Germany, and the United Kingdom. External demand is expected to weaken,
contributing negatively to GDP, while domestic demand is projected to be more
dynamic, supported by robust private consumption and investment.

According to the Bank of Spain, Q3 indicators suggest continued robust growth, with
GDP estimated to have expanded between 0.6 and 0.7% quarter-on-quarter.
However, the Bank maintains its forecast of a slowdown in 2026, projecting GDP
growth of 1.8%, below the government’s estimate of 2.2%.

The labour market continues to show remarkable vigour, with a steady pace of job
creation. According to the monetary institution, this would bring the unemployment
rate down to10.5% in 2025 and 10.2% in 2026. Regarding macroeconomic imbalances,
the external surplus is projected to remain above 3% of GDP throughout the forecast
horizon. With regard to the public deficit, the Bank of Spain has revised its estimate
upwards compared with June, setting the ratio at -2.5% of GDP in 2025 and -2.3% of
GDP in 2026.

The risks in this scenario are clearly on the downside, reflecting both the
international environment and domestic factors. Internal risks stem from a
potential loss of competitiveness associated with rising unit labour costs (up 45%in
Q2 and 26% above 2019 levels) against a backdrop of persistently weak productivity
per employee, which remains below pre-crisis levels, and a slight moderation in
wage growth. In addition, some CPl components, particularly services, continue to
show resistance to disinflation.

Finally, it should be noted that the National Statistics Institute (INE) has revised
growth for 2024 upwards to 3.5% (previous forecast was 3.2%) and downwards for
2023 (now 2.5%, compared to 2.7% previously).
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Demand and Activity

The economy continues to show strong momentum,
despite the context of high uncertainty

The Spanish economy demonstrated notable resilience and dynamism in the first
half of 2025, despite heightened international uncertainty and rising corporate
costs. Following quarterly GDP growth of 0.6% in Ql, preliminary estimates indicate a
further increase of 0.7% in Q2. While a gradual slowdown is anticipated in the second
half of the year, Spain is set to post solid growth for 2025 as a whole.

Specifically, domestic demand grew by 0.9% in Q2, up from 0.5% in Ql. This strength
was driven by private consumption, which rose 0.8% quarter-on-quarter, and
investment, which increased 1.6%. In year-on-year terms, private consumption
expanded by 3.5% and investment by 5.6%.

The most negative aspect of growth composition comes from the external sector,
where both exports and imports are posting dynamic figures, although import
growth is much stronger. As a result, the external sector contributed -0.2
percentage points to quarter-on-quarter GDP growth and -0.6 percentage points
to year-on-year growth.

Several factors are driving the positive trend in household spending: population
growth, employment and wage growth, slowing inflation and falling interest rates,
which may continue to boost private consumption in the coming quarters, albeit to
a lesser extent.

By productive activity, Q2 saw a slowdown in the industrial and agricultural sectors,
while construction and services performed more strongly. The most pronounced
slowdown was in the primary sector, followed by industry. Construction accelerated
its growth, supported by rising construction investment, particularly in housing, over
recent quarters. Services continued to expand and remained the most dynamic
sector.

Consumption indicators continue to point to a very favourable trend for Q3. Retail
sales are showing sustained acceleration, with growth of over 4% year-on-year at
constant prices over the last four months. Car registrations also reflect this positive
trend, with double-digit growth rates in most months of the year and a cumulative
increase of 156% between January and August compared to 2024,

By sector, the manufacturing PMI remained close to the 50-point threshold during
the first half of 2025, with June’s reading of 51.4 marking the strongest level in that

Economic and Business Outlook 8
September 2025



Empresas
CIZOE==
O=
|

Informe _
Economid

period.In July and August, it rose further to 54.3, supported by higher production and
orders amid lower price pressures and stronger demand, particularly for
intermediate and capital goods. The services sector has experienced a slight
slowdown in recent months, though it remains well above the 50-point level.

Regarding the external sector, customs data show that in the first half of 2025,
goods trade increased compared with the previous year. The rise was more
pronounced for imports (5.4%) than for exports (1.0%), leading to a larger external
deficit than in the same period of 2024 (25112 billion versus -€15.822 billion). This
increase was mainly driven by the non-energy deficit, which reached -€8.776 billion
compared with a deficit of -€138 million in the first half of 2024).

Similarly, according to Balance of Payments data published by the Bank of Spain, in
the twelve months to June, the current account surplus reached 2.7% of GDP,
compared to 2.9% of GDP in the same period of 2024. This surplus is explained by a
higher deficit in the balance of goods and non-tourism services (-0.3% of GDP,
compared to -0.1% of GDP in the 12 months to June 2024), which was partly offset by
an increase in the surplus in the tourism services balance (4.3% of GDP, compared
to 4.2% of GDP in the same period of the previous year), in line with the strength
shown by the tourism sector in this period. Thus, in the first seven months of 2025,
visitor arrivals exceeded 55.5 million, 4.1% more than in the same period of 2024. In
July, Spain received 11 million tourists, 1.6% more than a year earlier. In addition, total
tourist spending in the first seven months was €76.074 billion, 7.2% more than in the
same period in 2024, with average daily spending increasing by 6.9% to €210 in July.
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The Labour Market

Employment rebounded in Q2, driven by the private sector,
while Social Security registrations continued to grow at a
steady pace in August.

The labour market performed strongly in Q2, with the Labour Force Survey (LFS)
showing an increase in people employed and the National Accounts posting
stronger employment figures. This upturn was driven by the private sector and
contributed to a notable decline in the unemployment rate. However, hours worked
showed weakness, slowing down according to National Accounting terms and
declining year-on-year according to the LFS. Early Q3 data indicate that job
creation continues at a solid pace, with Social Security registrations up 2.3% year-
on-year in July and August.

In Q2, which is typically favourable for the labour market due to seasonal factors,
the LFS reported an increase of 503,300 employed persons, the third-highest figure
since the series began in 2002. The private sector accounted for 480,500 of these
jobs, representing 95% of total employment growth. As a result, the number of
employed persons reached a new all-time high of 22,268,700.

In seasonally adjusted terms, the quarter-on-quarter change in employment,
according to the LFS, was 0.7%, similar to the previous quarter. Effective registrations
(excluding furloughs), also adjusted for seasonal variations, stabilised at a quarter-
on-quarter rate of 0.6% in Q2.

Looking at the raw data, job creation rebounded in Q2 in year-on-year terms, with
growth of 27%, up from 2.4% previously. Employment in the private sector also
strengthened, with its growth rate rising by two tenths of a percentage point to 3.4%,
underscoring its resilience.

Meanwhile, the number of unemployed fell by 236,100 in Q2 compared to Ql, bringing
the total down to 2,553,100. In addition, the unemployment rate dropped to 10.3%
from 1.4% previously. Both figures are the lowest since 2008, but Spain's
unemployment rate remains the highest in both the European Union and the OECD,
at nearly double the European average.

Like the LFS, the National Accounts’ results show stronger employment momentum
in Q2. Full-time equivalent jobs rebounded to a year-on-year growth rate of 3.5%, up
from 2.9% in the previous quarter. However, hours worked slowed, rising by only 1.3%
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year-on-year, six tenths less than in the previous quarter. This figure also contrasts
with the 0.5% decline in hours worked reported by the LFS.

Productivity per employed worker remained in negative territory for the second
consecutive quarter, declining by 0.7% year-on-year, following a 0.1% drop in Ql.
Productivity per employee also remains below pre-pandemic levels, 2.7% lower than
in Q4 2019. In contrast, productivity per hour worked improved, rising 1.5% year-on-
year.

Compensation per employee and unit labour costs continued to increase.
Compensation per employee grew 3.8% yeadr-on-year, three tenths less than in the
previous quarter. Unit labour costs rose further to 4.5% year-on-year, up from 4.1% in
Ql, and are now 25.8% higher than in Q4 2019.

Labour costs and productivity per full-time equivalent job
(year-on-yearrate in %)

IIIIIIIIIVIIII 1
2 Productivity per full-time equivalent job
-4 e Unit Labour Cost
-6 = Compensation per employee
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ooocgooco0foovo90cogocogQ0o000o0go0
2222888385558 8888¢g8888338¢8¢%
Qoococo3dagi8dFoocoocogadgdogiydd&ocdgdgdyod
S a8 a g8 N d a9 IIIINI{YA

Source: prepared in-house based on information from the National Statistics Institute

According to the latest labour market data, Social Security registrations fell by
199,300 in August, a seasonally unfavourable month, representing a month-on-
month decline of 0.9%. This drop is consistent with the trend typically observed in
August in previous years.

In year-on-year terms, the growth rate in registrations held steady at 2.3%, the same
as in July. Since March, this rate has stabilised at around 2.2%-2.3%. In the private
sector, the year-on-year growth rate also remained at 2.3% in August, while the
public sector continued the gradual slowdown observed since May, registering a
rate of 2.1%.

By sector, the year-on-year evolution of employment registrations remains uneven.
Construction strengthened further in August, with the number of people registered
with the Social Security rising 3.5%, consolidating its position as the most dynamic
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sector. Services, after a gradual slowdown earlier in the year, have stabilised since
May at a growth rate of 2.4%. Industry posted a modest improvement, growing 1.7%
in July and August compared to weaker results in the first half of 2025. By contrast,
agriculture continued to lose jobs, with the number of registered workers falling 0.6%
in both July and August.

Pending the release of September’s Social Security figures, everything points to job
creation showing a slight loss of momentum in Q3. According to CEOE estimates,
effective registrations (excluding furloughs), adjusted for seasonal effects, will
increase by 0.5% quarter-on-quarter in Q3, one tenth less than in Q1 and Q2.

According to the Quarterly Labour Cost Survey (ETCL), in Q2, labour costs per worker
per month moderated their year-on-year growth to 3.0%, down from 3.8% at the
start of 2025. Within overall labour costs, wage costs rose 2.7%, compared with 3.8%
in Ql, while other costs increased 4.0%, up from 3.8% previously. This reflects a general
trend of moderation in labour costs, aligned with the slowing of wage growth.
Nevertheless, wage costs in the first half of the year grew by 3.2%, exceeding
average inflation to date (2.5%), which resulted in a boost in purchasing power. In
addition, wage growth has surpassed the 3% rate agreed under the Agreement for
Employment and Collective Bargaining (AENC) for 2025.

Seasonally and calendar-adjusted hourly labour costs' slowed their year-on-year
growth to 3.9%, down from 4.1% in the previous quarter. This trend was mirrored in
labour costs per worker: other costs increased to 4.9%, up from 4.2% in Ql, while wage
costs moderated to 3.6%, compared with 4.1% in the previous quarter.

'These terms are used because gross figures are influenced by the number of hours actually worked, which
mayy differ from one year to the next in the same quarter due to factors such as public holidays.
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Inflation

Headline inflation in August stood at 2.7%, driven by energy
prices

Core inflation rose slightly to 24% in August, reflecting a moderate trend in
underlying prices. However, higher energy prices set overall inflation to 2.7% in
August, unchanged from July.

Recent inflationary increases are mainly attributable to the rebound in energy
prices, following declines earlier in the year, and to stronger growth in unprocessed
food prices.

Specifically, energy prices have returned to positive rates after the declines in Q2
(3.4% in August, compared to -2.7% in May), mainly due to the smaller decline in fuel
and lubricant prices and the increase in the price of hatural gas and other liquefied
hydrocarbons, such as butane. In addition, electricity prices have rebounded since
July due to the step effect of VAT falling to 10% in July 2024 and now standing at 21%.

Unprocessed food prices, meanwhile, slowed their year-on-year growth by 14
points to 5.8%, down from 7.2% in the previous month, although they remain the most
inflationary component of the consumer basket.

Within core inflation, it is worth mentioning the increase in the prices of its services
component, which accelerated its year-on-year rate by one tenth of a percentage
point to 3.5%. Meanwhile, prices for industrial goods excluding energy products also
rose slightly in year-on-year terms to 0.7%, and processed foods, beverages and
tobacco increased by one tenth of a percentage point to 1.4%.

Forecasts for the remainder of 2025 suggest that inflation may peak in September
before declining in the final months of the year, bringing the annual average to
around 2.5%. This downward trend is expected to continue in early 2026, with
inflation falling slightly below 2.0%, resulting in an average for 2026 that is lower than
in 2025 and closer to the ECB'’s target.
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The Public Sector

The Government has drawn up a Ministerial Order for the
preparation of the General State Budget for 2026

The Government has published Order HAC/974/2025 of September 1in the Official
State Gazette (BOE), laying down the rules for the preparation of the General State
Budget for 2026. This order regulates the general budgeting criteria, the institutional
scope of the budgets, and the process for preparing and processing the preliminary
draft budgets, establishing the composition of the participating bodies, the
deadlines and the documentation required for preparation.

These guidelines are designed to achieve the Government’s economic, social, and
environmental policy objectives. Key economic priorities include: completing the
modernisation of the productive fabric with the support of European funds;
implementing measures to assist companies affected by the new global tariff
environment, particularly in the most exposed sectors; advancing the transition to
a more sustainable and equitable economy through decarbonisation initiatives
and the promotion of renewable energy; strengthening innovation and science as
the backbone of the productive model; and increasing defence funding to ensure
citizen safety and support the development of a European security and defence
framework. These economic measures are complemented by additional labour
and environmental initiatives.

It should also be noted that the government must first approve the spending ceiling
and the budgetary stability and public debt targets.

The state’s financing requirement remained at -1.2% of GDP
in the first half of the year.

According to information from the Bank of Spain, the ratio of general government
debt to GDP, according to the Excessive Deficit Protocol, stood at 102.3% in July, 1.9
percentage points lower than in the same period last year.

The government's financing requirement remained virtually unchanged from the
previous year (-12% of GDP) in the first half of the year. The primary balance also
remained stable at around -0.2% of GDP.

The trend of strong growth in revenue and expenditure continues, with very similar
cumulative rates up to June (8% and 7.9%, respectively). In terms of resources, tax
collection stands out, with an increase of 9.6%. Within this, personal income tax
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revenue exceeds the cumulative figures for June 2024 by 12.3%. There has also been
a notable increase in revenue from non-resident income tax (+36.9%), corporate tax
(+9.8%) and VAT (+8.0%).

It should be noted that in 2025 the temporary energy tax was discontinued, while a
new tax on the interest margin and commissions of certain credit institutions was
introduced, generating revenue of €566 million up to June. This new tax replaces
the temporary tax on credit institutions and financial establishments, which had
raised €843 million in 2024.

Expenditure continues to be notably robust. The largest item, transfers between
public administrations, rose 6.4% through June, partly reflecting spending related to
the DANA storm (€2.38 billion, of which €1799 billion was transferred to local
governments). Interest expenses (+11.6%), EU resources (+28.4%), and subsidies
(+38.5%) also increased. Subsidies include costs related to the electricity system and
aid for the purchase of vehicles damaged by the DANA storm. ltems that declined
include intermediate consumption (-112%), due to the absence of electoral
expenses this year compared with 2024, when the European elections were held;
investment aid and other capital transfers (—26.6%); and social transfers in kind,
which have a limited impact on the state budget.

It is worth noting that the credit rating agency S&P upgraded Spain’s debt rating
from A to A+, citing strong economic growth, the positive impact of immigration on
the labour market, and the limited effects of US tariff policies. S&P also highlighted
the deleveraging of the private sector, which has reduced dependence on external
financing and lowered the economy’s sensitivity to changes in global financial
conditions.

Finally, on 2 September, the Council of Ministers approved the Draft Bill on
Exceptional Financial Sustainability Measures for the Autonomous Communities
under the Common Framework, which will allow the State to take on €83.252 billion
of the regions’ debt.
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Business activity

e Business revenues strengthened in Q2, with notable growth in domestic sales
and exports. According to the Bank of Spain’s Business Activity Survey (EBAE), a
rebound is expected in Q3.

e In Q2, labour costs adjusted for calendar effects and seasondality grew at
virtually the same rate as turnover (3.3% and 3.7%, respectively).

e Monetary normalisation is enabling a more favourable environment for
corporate lending, although credit transactions have recently shown volatility
and diverging trends depending on the size of the operation.

e While the Eurozone shows signs of weakness, Spain maintains its industrial
momentum and sustained economic confidence.

o The fragility of micro-enterprises is limiting the recovery of Spain'’s productive
fabric, and agriculture and industry continue to lag behind in the post-COVID
business recovery.

Turnover and sales

In the first half of 2025, turnover followed a clear upward trend, with sustained growth
that reflects robust activity, contrasting with the setbacks and weak recovery seen at
the beginning of 2024. In June, the Business Turnover Index (ICNE), adjusted for seasonall
and calendar effects, registered an annual increase of 5.1% (compared to 2.6% in May).
However, growth in Q2 as a whole was more moderate, at 3.7%. All sectors analysed
posted positive year-on-year rates once adjusted for seasonal and calendar effects. It
is worth noting the increase in electricity and water supply, sanitation, and waste
management (14.2%), which is back in positive territory after the previous month'’s decline
(-3.9%).

The results of the Bank of Spain’s Business Activity Survey (EBAE) for Q3 indicate a slight
increase in seasonally adjusted turnover, following weaker performance in the first half
of the year. Investment also showed positive growth, although somewhat less dynamic
than in Q2 and mainly concentrated in industrial sectors. Regarding input costs, 47.9% of
companies reported additional price increases in Q3, the same proportion as three
months earlier. Problems with labour availability persist. Specifically, labour shortages
are a perception shared by 45.6% of companies, almost 3 points more than three months
ago.
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Total sales by large companies, deflated and adjusted for seasonal and calendar
variations, rose by 4.1% year-on-year in July. This rate represents an improvement on
the previous month and is similar to the levels seen in Ql. The recovery was supported
by both stronger domestic demand and a revival in exports. Domestic sales grew by
4.4%, exceeding June's rate by four tenths of a percentage point and confirming a stable
trend in Q2. In the foreign sector, exports rose by 3%, two points above the previous
month, marking their best figure in five months and contrasting with the sluggishness
seen since Q3 of last year. Sales to the European Union grew by 2.6%, doubling the
cumulative average for the year, and sales to non-EU countries accelerated to 3.6%.

Labour costs

As of August 31,2025, according to the Collective Agreement Statistics of the Ministry of
Labour and Social Economy, 2,826 agreements with economic effects for this year have
beenregistered, covering 954,176 companies and 8,933,478 workers. The average wage
increase included in these agreements stands at 3.5%, significantly above the 3.0%
recorded in the same month of 2024. Of the workers with agreed wage adjustments for
2025, 79.2% are receiving increases of more than 2.5%. By type of agreement, national
and regional agreements both recorded the highest wage increases, at 3.8%, followed by
provincial agreements (3.1%). By sector, Services posted the largest rise (3.8%), followed by
Construction (315%), Industry (2.8%) and Agriculture (2.0%).

In contrast to this wage increase agreed in collective agreements, according to the
Quarterly Labour Cost Survey, companies faced a 3% year-on-year increase in labour
costs, bringing the average expenditure per worker to €3,256.54 per month. Wage
costs rose by 2.7% to €2,416.50, and other costs rose by 4.0%, two tenths more than in QI of
2025. Compulsory social security contributions, the main component of other costs,
continued to grow at a high rate of 3.8% in Q2.

Financing conditions and costs

Recent interest rate developments point to a more accessible credit environment for
businesses, in line with monetary normalisation. So far this year, average interest rates
for new business loans have shown a downward trend. For amounts up to €250,000, the
rate fell from 4.0% in January to 3.3% in July; for loans between €250,000 and €1 million,
from 3.7% to 3.1%; and for loans over €1 million, from 3.8% to 3.3%. Although this reduction
in financial costs could have led to a higher volume of new credit transactions, so far
this year these have shown volatile and differentiated trends depending on the
amount. In July, there was a notable increase in the segment of more than €1 million, with
a year-on-year increase of 21.7%.
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Business confidence

The composite PMI index stood at 53.7 points, remaining in expansionary territory for
the second consecutive month, although moderating compared to July (54.7). The
slowdown was mainly due to weaker growth in the services sector, where the index fell
from 55.1 to 53.2, weighed down by slower job creation. On the other hand, the Spanish
manufacturing sector recorded notable progress, reaching 54.3 points, its highest level in
ten months, and consolidating four consecutive months of expansion. The recent
evolution of the Spanish manufacturing PMI reflects greater industrial resilience and
dynamism compared to the Eurozone (50.7), where the recovery remains fragile and
uneven.

Throughout 2025, Spain's economic sentiment index has remained stable. Despite
minor monthly fluctuations, it has consistently stayed above 103 points, reflecting a
positive and sustained perception of the national economic outlook. In contrast, the
Eurozone’s ESI has remained below 96 points in every month, indicating more subdued
confidence across the monetary area. In the latest available data for August 2025,
Spain’s index stood at103.4.

Business dynamism

During Q3, the monthly evolution of the number of companies registered with Social
Security was more subdued than in the first half of the year. July and August saw
consecutive declines, standing at 1,330,675 and 1,329,625 companies respectively, due to
the typical slowdown in the summer period. In August, there were only 6,283 more
companies than in the same month in 2019, equivalent to a slight increase of 0.5%. By
size, micro-enterprises with between 1and 2 employees (representing 52% of the total)
have still not recovered to their pre-pandemic levels, with 22,854 fewer companies
registered. In terms of sectors, neither agriculture nor industry has managed to reach
pre-health crisis levels.

Employment in companies registered with the Social Security grew moderately in July
and August, with year-on-year increases of 2.9% and 3% respectively. However,
differences persist depending on the size of the companies. While small companies (1 to
9 employees) increased their employment levels by 0.4% in August, large companies with
more than 250 employees experienced a 4.8% increase.
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Employment by enterprise size
Year-on-year rate in %
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Main Business Indicators

(Ilost update: September 2025)

. Penultimate Last given
Indicator 2021 2022 2023 2024 Lastdata _
data period
Turnover and sales
Annual rate Year-on-year rate
Business turnover index corrected for
17.7 23.4 -2.2 0.3 2.6 5.1 Jun-25
seasonal and calendar effects
Sales indicator for large companies 6.1 5.8 1.5 1.9 2.8 4.1 Jul-25
Labour costs
Annual rate Year-on-year rate
Labour cost per worker 5.9 4.2 5.5 4.0 3.8 3.0 Q225
Business dynamism
Annual average level Monthly level

Companies registered with the Social
< . 1,301,461 1,321,657 1,327,404 1,333,914 1,330,675 1,329,625 Aug-25
ecurity

Financing conditions and costs

Annual average level Monthly level
Interest rates applied to new credit
1.9 23 4.8 4.9 3.3 3.3 Jul-25
transactions up to 250 thousand Euros
Interest rates applied to new credit
transactions from 250 thousand to 1 1.5 2.0 4.6 4.6 3.0 3.1 Jul-25
million Euros
Interest rates applied to new credit
13 1.7 4.5 4.6 3.1 3.3 Jul-25
transactions over 1 million Euros
Annual rate Year-on-year rate
New corporate loans up to 250 thousand
-5.9 15.7 12.8 16.6 1.5 7.3 Jul-25
Euros
New corporate loans from 250 thousand
-28.9 8.9 9.0 13.7 13.3 5.6 Jul-25
to 1 million Euros
New corporate loans over 1 million Euros -19.6 25.7 -17.6 16.0 23.7 21.7 Jul-25

Business confidence

Annual average level Monthly or quarterly level
Economic sentiment indicator 105.2 101.2 100.5 103.0 104.3 101.7 Jul-25
Business confidence indicator 120.8 126.8 132.7 136.1 137.1 138.6 Q325
Composite PMI Index 55.3 51.8 52.5 54.8 54.7 53.7 Aug-25
Manufacturing PMI Index 57.0 51.0 48.0 52.2 51.9 54.3 Aug-25
Services PMI Index 55.0 52.5 53.6 55.3 55.1 53.2 Aug-25

Stock markets

Annual averages level Monthly level

IBEX 35 Index 8,645.2 82525 94415 1,272 14,397.0 14,935.8 Aug-25

Source: INE, Bank of Spain, Eurostat, Ministry of Labour and Social Economy, Tax Agency, Ministry of Economy, Trade and Business, Madrid

Stock Market.
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Forecasts

Economic forecasts for Spain

(last update: September 2025)

Annual rates of change, unless otherwise indicated

2019 2020 2021 2022 2023 2024 2025 2026
GDP 2.0 -10.9 6.7 6.2 2.7 3.2 25 2.0
Private consumption expenditure 1.0 -12.2 7.2 4.9 17 2.8 27 1.8
Government consumption expenditure 2.2 3.5 3.6 0.6 5.2 4.1 2.0 14
Gross fixed capital formation 4.9 -8.9 2.6 3.3 21 3.0 3.8 2.2
-Tangible fixed assets 5.8 -10.2 14 2.2 24 3.3 4.2 2.2
Construction 8.4 -8.4 0.5 2.2 3.0 3.5 3.6 2.1
Equipment and cultivated assets 2.0 -13.0 2.9 2.4 13 2.9 5.3 2.4
-Intangible fixed assets 0.4 -27 8.4 7.7 1.0 1.5 1.8 2.4
Domestic demand (*) 1.6 -8.8 7.0 3.9 17 2.9 2.6 18
Exports 23 -20.1 13.4 14.3 2.8 31 2.9 3.5
Imports 13 -15.1 15.0 7.7 0.3 24 3.4 3.3
External demand (*) 0.4 -2.2 -0.4 2.3 1.0 0.2 -0.1 0.2
GDP current prices 3.4 -9.9 9.4 n.2 9.1 6.2 4.9 4.0
GDP deflator 1.5 10 2.7 5.0 6.4 3.0 24 2.0
cPI (average annual rate) 0.7 -0.3 31 8.4 35 2.8 25 1.9
cPI(Dec/Dec) 0.8 -0.5 6.5 5.7 31 2.8 2.2 2.0
Core CPI (average annual rate) 0.9 0.7 0.8 5.2 6.0 2.9 2.2 2.1
Employment (Quurterly National
Accounts) (**) 3.1 -7 7.3 4.1 3.2 2.4 31 2.0
Employment (LFS) 2.3 -2.9 3.3 3.6 31 2.2 2.6 21
Unemployment rate (LFS) (% active
populution) 14.1 15.5 14.9 13.0 12.2 n3 10.4 9.7
Productivity per occupied person (***) -11 -4.2 -0.5 2.0 -0.5 07 -0.7 0.0
Compensation per employee 3.0 3.2 0.7 3.9 5.6 4.7 3.7 2.9
Unit labour cost (ULC) 41 77 1.2 1.9 6.1 4.0 4.3 2.9
Current Account Balance (% of GDP) 2.1 0.8 0.8 0.4 2.7 3.0 2.6 2.2
General government net lending (+) [ net
borrowing () (% of GDP) (1) -3.1 -9.9 -6.7 -4.6 -35 -32 -2.8 -27
Interest rates USA (Dec) 175 0.25 0.25 4.50 5.50 4.50 4.00 3.50
Interest rates Eurozone (Dec) (****) -0.50 -0.50 -0.50 2.00 4.00 3.00 2.00 1.50
Brent Oil ($) 64.4 a8 70.7 100.8 82,5 80.5 69.6 65.0

Source: CEOE, INE (National Statistics Institute), Banco de Esparia, Eurostat
(*) contribution to GDP growth
(**) Full-time equivalent jobs
(*#*) It refers to productivity per full-time equivalent job
***%*) This interest rate refers to the interest rate on the deposit facility, which is the new reference adopted by the ECB as a guide
P Y, P Y g
for the orientation of monetary policy.

(1) Public deficit in 2024 taking into account the expenses linked to the DANA storm.
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