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Spain’s economy ends 2025 with a bang

Spain closed 2025 on a strong note, with quarterly growth accelerating
to 0.8% QoQ in 4Q. While this lifts our annual growth forecast for 2026
slightly, the underlying drivers point to a continuation of current trends
rather than a new growth impulse. A shift to more sustainable, structural
growth will require a clear improvement in productivity

Tourists enjoying Spain as the sector settles back into a more sustainable pace of growth

A strong finish to 2025

The Spanish economy grew by 0.8% quarter-on-quarter in the final months of 2025, an
acceleration from the 0.6% QoQ growth in the third quarter, and beating the consensus by 0.2
percentage points.

The figure was hot enough to briefly overwhelm the servers of the Spanish statistical office this
morning. Jokes aside, a small downward revision to first-quarter figures nudged full®year
growth to 2.6%, slightly below previous forecasts. But the key message remains: Spain
entered 2026 with solid momentum.

Growth drivers point to trend continuation

In terms of growth drivers, the established pattern continued. Household consumption rose by
a solid 1.0% QoQ for the third consecutive quarter, while investment increased by 1.7%,
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supported once again by a strong surge in intellectual property investment (+2.7% QoQ).
Government consumption was broadly flat, and net exports remained a drag on growth amid
a challenging global environment.

From a production perspective, all major sectors posted positive growth, albeit with diverging
trends. Manufacturing output slowed for the second consecutive quarter, expanding by just
0.1% QoQ. According to the S&P Global PMIs, declining output and shrinking order books under
competitive pressure explain this weakness.

The evolution also contrasts with the improvement seen in yesterday’s economic sentiment
indicators, which seem to understate the pronounced decline in reported export orders.
Services, by contrast, continued to grow robustly, even as signs of a tourism slowdown
became more apparent. After several years of exceptional performance, we expect growth in
the tourism sector to normalise.

Growth normalisation remains the base case for 2026

The same forces that shaped the end of 2025 will continue to determine Spain’s growth
outlook in 2026. Government consumption is expected to make only a limited contribution in
the absence of a new budget. Private consumption is expected to gradually normalise after
several strong quarters, and net exports are likely to remain subdued, partly because of the
stronger euro. The real effective exchange rate (REER) of the euro has risen 6.1% since January
2025, which appears to be weighing on external demand.

Against this backdrop, investment will be the key variable in Spain in 2026. As noted earlier,
much of Spain’s recent growth has been quantitative, driven by substantial migration inflows
that expanded the labour force. The government's recent regularisation plan that expects to
grant legal status to around 500,000 people, equivalent to roughly 2% of the current legal
labour force, suggests a continuation of this strategy. However, while regularisation may yield
important social and labour market benefits, its macroeconomic impact is likely to be more
limited than previous immigrationXled expansions of labour supply.

Meanwhile, productivity per hour worked declined again in Q4 2025, underscoring the need for
productivity®enhancing investments if Spain is to shift toward more structural and sustainable
growth. A significant source of upside on this front comes from the EU Recovery and Resilience
Facility (RRF). Spain still has about €20bn in RRF grants to disburse by the end of 2026,
equivalent to roughly 6% of annual investment spending. With capacity utilisation rising to
79.8% in Q4 2025, conditions for private investment are also favourable. Although the
productivity effects of these investments may not be immediate, they could mark a gradual
transition toward higher quality, more productive growth, helping Spain maintain its
outperformance relative to other eurozone economies in 2026 and beyond.

Overall, we have revised our 2026 growth forecast upward to 2.4%, though the upgrade is
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driven primarily by the strong carryover from Q4 2025. We do not foresee meaningful
changes in the underlying quarterly growth profile.

Inflation to follow the normalisation trend

Meanwhile, January'’s inflation data came in slightly hotter than expected at 2.5%
yearRonlyear, though still 0.5 percentage points lower than December 2025 thanks to a 0.7%
monthXonKmonth decline in prices. The drop was driven mainly by a more moderate increase
in electricity prices compared with last year. As such, the data point to a continued
normalisation of Spain’s inflation profile, in line with the broader normalisation of the
economuy.

Ruben Dewitte
Economist
+32495364780
ruben.dewitte@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING") solely for
information purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms
part of ING Group (being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the
publication is not an investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to
purchase or sell any financial instrument. Reasonable care has been taken to ensure that this publication is not untrue or
misleading when published, but ING does not represent that it is accurate or complete. ING does not accept any liability for
any direct, indirect or consequential loss arising from any use of this publication. Unless otherwise stated, any views, forecasts,
or estimates are solely those of the author(s), as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the
Dutch Central Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority
for the Financial Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In
the United Kingdom this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V.,
London Branch is authorised by the Prudential Regulation Authority and is subject to regulation by the Financial Conduct
Authority and limited regulation by the Prudential Regulation Authority. ING Bank N.V., London branch is registered in England
(Registration number BRO00341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a member of
the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United
States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.


mailto:ruben.dewitte@ing.com
https://www.ing.com

