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Spanish business activity moderates
Spanish business activity is moderating, according to the Purchasing
Manager Index (PMI), as services confidence drops for a third
consecutive month

Despite an 11% YoY
increase in tourist
arrivals in April 2025,
the PMI figures suggest
a continued
moderation in service
sector momentum in
2Q25

Services cool while manufacturing recovers
The Spanish composite Purchasing Managers’ Index (PMI) fell from 52.5 in April to 51.4 in May,
marking the third consecutive month of weakening business sentiment in Spain. This deceleration
was primarily driven by a drop in service sector confidence. The services PMI has fallen by 4.9
points since February, reaching 51.3 in May.

Despite robust retail activity – up 4% in May – and an 11% year-on-year increase in tourist arrivals
in April 2025, the PMI figures suggest a continued moderation in service sector momentum during
the second quarter of 2025. Preliminary GDP estimates indicate that service activity growth slowed
by 0.6 percentage points to 0.3% in the first quarter of 2025.

In contrast, the manufacturing sector showed signs of recovery. The Manufacturing PMI rose from
48.1 in April to 50.5 in May, crossing into expansionary territory for the first time this year.
Purchasing managers reported output growth and rising employment, although concerns about
the broader economic outlook persist.
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Trade tensions remain an uncertainty factor
US tariffs are a key determinant of the economic outlook. Following the so-called 'Liberation Day'
announcement in April, Spain’s industrial production declined by 0.8% month-on-month, slowing
annual growth from a revised 0.9% in March to 0.6% in April. Tariff-related uncertainty also
weighed on sentiment in the service sector, where expectations fell to their lowest level since
November.

That said, Spain’s direct exposure to the US via European trade channels remains relatively limited,
amounting to just 1.1% of GDP. Moreover, global tariff tensions have begun to ease compared to
April. As a result, we maintain our growth forecast for Spain at 2.5% in 2025, with a further
moderation to 2.1% expected in 2026.

Inflation falls below target amid easing cost pressures
PMI data points to declining input costs for Spanish manufacturers, which are passed through to
consumer prices as firms aim to sustain sales in a highly competitive market environment. This
downward pressure on costs is largely driven by a strong euro and falling commodity prices. Most
notably, oil prices are down around 12.5% year-to-date and are expected to remain relatively low
this year.

As a result, Spain’s national inflation rate dipped below the 2% target, reaching 1.9% year-on-year
in May. Core inflation also eased, falling from 2.4% to 2.1%. Looking ahead, we expect harmonised
inflation to hover around 2% this year, resulting in 2.3% inflation for 2025.

Author

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 BR000341) at 8-10

https://think.ing.com/articles/the-commodities-feed-usd-weakness-provides-a-boost030625/
https://think.ing.com/articles/the-commodities-feed-usd-weakness-provides-a-boost030625/
mailto:ruben.dewitte@ing.com


THINK economic and financial analysis

Snap | 4 June 2025 3

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.

https://www.ing.com

