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Spanish headline inflation edges up in
February
Spanish headline inflation rose to 3% in February, driven by increases
in electricity prices. Meanwhile, core inflation continued its downward
trend, cooling from 2.4% to 2.1%

Spanish headline inflation rises while core inflation continues to
decline
Spanish inflation edged up to 3% in February, according to initial figures released this morning by
Spain's statistics office, INE. This increase was in line with consensus expectations. Monthly
inflation came in at 0.4%, slightly above expectations. The European harmonised inflation rate
remained stable at 2.9%.

The rise in inflation is mainly driven by higher electricity prices, while there was a notable decline in
vehicle fuel prices. Core inflation, excluding food and energy, continued to decrease, falling from
2.4% in January to 2.1%. The ongoing decline in Spanish core inflation is good news for the
European Central Bank and serves as a counterweight to recent hawkish comments from ECB
board members, as it indicates that underlying price pressures are continuing to ease in Spain,
helping the ECB move closer to its target inflation rate.
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Upward pressure from electricity prices
Headline inflation figures are consistent with overall eurozone inflation, which has stalled its
decline primarily due to rising energy and food prices. In January, Spanish purchasing managers
reported increasing input costs across both the manufacturing and services sectors, including
utility prices, and indicated a willingness to pass these costs on to output prices.

Spanish consumers are particularly feeling the impact of rising energy prices more profoundly now
that protective measures have been phased out. During the energy crisis, Spain notably shielded
energy consumers from price hikes through the Iberian exception – a temporary measure
implemented by Spain and Portugal to cap the price of gas used in electricity generation – and VAT
reductions. As a result, the cumulative contribution of energy inflation to headline inflation in Spain
was 2.4 percentage points lower than in the overall eurozone by the end of 2023, when the Iberian
exception was phased out (see figure below).

Spain’s energy prices had a smaller direct impact on headline
inflation compared to the eurozone

Along with the phasing out of VAT reductions (from 10% VAT when electricity prices were
sufficiently high back to an unconditional 21%) last month, energy price inflation in Spain has been
slightly higher than in the overall eurozone, reducing the cumulative advantage to 1.3 percentage
points in January 2025.

The VAT resumption is a one-off event, though, and energy markets are beginning to price in the
potential for a Russia-Ukraine peace deal. With core inflation trending down, external demand
slowing (as evidenced by Q4 2024 GDP figures and confirmed by purchasing manager surveys at
the start of 2025), and downward pressure from base effects, we anticipate inflation will continue
to ease throughout 2025. Consequently, we project that headline inflation will decelerate to an
annual rate of 2.2% this year.

https://elpais.com/economia/2025-01-01/el-ano-nuevo-trae-la-vuelta-del-iva-al-21-en-la-factura-de-la-luz.html
https://elpais.com/economia/2025-01-01/el-ano-nuevo-trae-la-vuelta-del-iva-al-21-en-la-factura-de-la-luz.html
https://think.ing.com/snaps/spanish-headline-inflation-spike-is-no-cause-for-concern/
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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
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.
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