Spanish economic forecasts panel: January 2022*

2021 GDP growth estimated at 4.9%

The analysts’ consensus GDP forecast for 2021 is
4.9%, up 0.1pp from the last survey, shaped by the
upward revision to the official third-quarter growth
figure, from 2% to 2.6%, more than offsetting the
cut to their fourth-quarter estimates, from 2.1% to
1.9% (Table 2), as a result of the surge in inflation
and the emergence of the Omicron variant. Note,
however, that leading indicators point to a sharp
rebound in the fourth quarter.

National demand is expected to contribute 4.7
percentage points to the forecast GDP growth,
unchanged from the last set of forecasts. The
expected 0.2pp contribution by external demand,
meanwhile, is up 0.1pp from the November survey.

The growth forecast for 2022 stands at
5.6%, down 0.1pp from the last report

The consensus forecast for GDP in 2022 is for
growth of 5.6%, down 0.1pp since the last survey. As
for the quarterly trend, the analysts are forecasting
growth of around 1% every quarter, except for the
third quarter, when growth is expected to be higher
(Table 2).

In drawing up their forecasts, most of the analysts
assumed that energy and commodity prices will
remain at current levels until the spring, and then
start to trend lower. Elsewhere, the assumption
made by most of the analysts is that Spain will
execute around 25 billion euros of the NGEU funds
in 2022.

Growth in 2022 is expected to be driven by
domestic demand, with a forecast contribution of
4.9 percentage points, down 0.2pp from November.
Growth in investment is expected to pick up,
driven by investment in construction, which
should more than offset the anticipated slowdown
in investment in machinery and capital goods. As
for consumption, public spending is expected to
slow, whereas household spending should keep
pace. Foreign trade is expected to contribute
0.7 percentage points to growth, up 0.1pp from
the last set of forecasts.

Significant upward revision to CPI
forecasts

After headline inflation reached 5.4% in October,
fuelled by the price of energy products and price
recovery in certain services to pre-pandemic levels,
inflation has only continued to rise, reaching 6.5%
year-on-year in December. Such high rates suggest
that the increase in production costs is getting
passed on to end consumer prices.

The consensus forecast for average inflation in 2022
has increased by 1.1 points since the last report, to
3.5%, with the year-on-year rate trending lower
to 1.3% by December (Table 3). The consensus
forecast for core inflation, meanwhile, has been
raised by 0.6pp from November to an average rate
of 2%, which would be 1.2 points above the 2021
average.

The unemployment rate should continue
to trend lower

According to the Social Security contributor
numbers, although job creation slowed in the fourth
quarter by comparison with the third, it remained
dynamic. In 2021, average contributors increased
by 476,000, or 2.5%. The number of people
on furlough and self-employed professionals on
benefit support continued to trend lower, ending
the year at around 250,000.

The forecasts for growth in GDP, job creation
and wage compensation yield implied forecasts
for growth in productivity and unit labour costs
(ULC). Productivity is thought to have decreased
by 1.3% in 2021 (0.8pp more than was expected
in November) and is expected to increase by 1.6% in
2022. Expectations are that ULCs increased by
1% in 2021 and will increase by 0.1% in 2022,
having risen sharply in 2020. In the prevailing
circumstances, however, these variables should be
read with caution.

The average annual unemployment rate is estimated
at 15.1% for 2021, falling to 14.2% in 2022, down
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0.1 and 0.2 percentage points, respectively, from
November estimates.

The trade surplus continues to widen

The current account surplus stood at 8.72 billion
euros to October, compared to 5.32 billion euros
in the same period of 2020. That improvement
is attributable to a 33% increase in the trade
surplus, more than offsetting the downturn in the
investment income deficit.

The consensus forecast is for a surplus equivalent
to 1% of GDP in 2021 (unchanged) and of 1.3% in
2022, up 0.1pp from November.

The 2021 public deficit is expected
to come in below the government’s
forecast

The fiscal deficit, excluding local authorities,
amounted to 47.54 billion euros in the first 10
months of 2021, compared to 81.16 billion euros
in the same period of 2020. That improvement has
been shaped significantly by the extraordinarily
positive trend in tax revenue, which is running
almost 30 billion euros higher than in the same
period of 2020 and some 10.5 billion euros higher
than even the 2019 figure. By the same token, social
security contributions are up 5.7 billion euros year-
on-year and are tracking 6.8 billion euros above
2019 levels.

The analysts are forecasting a deficit of 7.4% of GDP
in 2021, down 0.5pp from the last set of forecasts.
That is lower than the official government forecast,
of 8.4%. In 2022, the consensus forecast is for a
deficit of 5.4% of GDP, in this instance higher than
the official forecast (5%).

The international environment is
perceived to be deteriorating, especially
outside the EU

The global economy continues to reel from the
supply chain disruptions prevailing since the start
of the recovery. Although certain bottlenecks have
eased thanks to higher supply (e.g., shipping and
metals), the difficulties persist in other products
(e.g., technology parts and oil and gas extraction).
Moreover, a number of countries tightened their
restrictions in an attempt to curb the spread
of Omicron, generating fresh supply delays. All of
the above, coupled with labour shortages in some
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countries, especially Anglo-Saxon economies, is
sending production costs, particularly energy costs,
into an upward spiral.

The main activity indicators have worsened since the
last survey. In the US, the PMI reading fell back
sharply in January to just 50.7 points. The eurozone
reading also declined, but to a lesser extent, and, at
52.4, it is still relatively high. The Chinese economy
would also appear to be slowing.

In its winter outlook, the IMF has cut its global
growth forecast for 2022 to 4.4% (0.5pp less than in
the autumn forecasts). In the case of the eurozone,
growth was cut by 0.4pp to 3.9%. As for inflation, the
Washington experts have revised their projections
sharply higher, to 3.9% across the universe of
advanced economies (up 1.6 points from the forecasts
available at the time of the last survey) and to 5.9% in
the rest of the world (up 1 point).

Reflecting these trends, analysts that view
the international context as unfavourable
now clearly outnumber those that believe the
opposite. Indeed, pessimistic assessments
outweigh the optimists by six in the non-EU
context and two in the EU. Nevertheless, the
outlook for the coming months is relatively
optimistic. Thirteen analysts think the context
in the EU will improve (compared to 10 in
November) and eight think the same will happen
outside the EU (down one from November).
Only one analyst thinks things will get worse
in the EU and two think that will happen
outside the EU.

Central bank decoupling amidst rising
inflation

The return of inflation, coupled with the recovery
of pre-pandemic output levels in many countries,
has shifted the context for monetary policy.
Central banks now are faced with the dilemma of
curbing inflationary pressures without harming
the recovery or triggering financial stress. Since
November, that dilemma has triggered a reduction
in the bond repurchase programmes rolled out at
the onset of the pandemic, preparing the way for
future rate hikes. The Fed is expected to tighten
rapidly, while the ECB is taking a more gradual
approach, reflecting the differences in economic
momentum and inflation between the two regions.



Meanwhile, markets have begun to price in the shift
in monetary policy. The yield on 10-year Spanish
government bonds has widened to 0.65%, from
0.5% in November (the spread over German bonds
is largely unchanged). 12-month EURIBOR has
barely budged, however, reflecting how gradually
the ECB is expected to move on rates, with the
deposit facility rate expected to remain anchored at
-0.5% for the near future.

Against that backdrop, the analysts believe
that market rates will continue to climb higher
throughout the projection period. The yield on 10Y
public bonds is expected to increase to 0.83% by
year-end 2022 (up from a forecast 0.79% as per the
November survey).

Euro depreciation

In light of the shift in direction of US monetary policy
and the prospect of sharper and sooner rate hikes than

Change in forecasts (Consensus values)

Annual rates in %
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in the eurozone, the dollar has tended to appreciate
against the euro since the last survey. Most analysts
believe that the current rate of exchange -€/$1.13-
will hold relatively steady throughout the projection
period (Table 2).

Macroeconomic policy remains clearly
expansionary

There has been little change in the analysts’
assessment of macroeconomic policy since our
last survey. They remain unanimous about the
expansionary character of prevailing policies.
However, though most of them think that the
current orientation is the right one, the number of
analysts who think both fiscal and monetary policy
should become more neutral has increased slightly
(Table 4).

1.2 Domestic demand 1.3 CPI

8.0 -]'] GDP 8.0 1 4.1 -

7.0 4 3.6 A

6.0 —\ 6.0 -

3.1 ,

5.0 - -

— 2.6
4.0 - 4.0
21 { ==—for2020
30 1 - for 2021
2.0 4 = for 2020 2.0 A 7
fg: 2021 —for 2020

1.0 for 2021 1.1 \/\/

o0 +—+———7FF— oo+ 96+
O AN AN A, O AN AN A NN
VIV IV VIV AV VNV AV VYV IV VIV VIV IV VY ¢9'19°°q,°q,\¢\q,\ r\,\f{}
S D RIS A AD & S oAD R e D RS S Yy 242

Qoés\\o(_)&éo & 'b§§\o%eﬂe6\@ @”@'&\"f—ﬁ%" NOXNR \"c,??e° X &&,\\s‘_,@%@\é\@q,\@@\s‘&%@\%o

Forecast date Forecast date Forecast date

Source: Funcas Panel of Forecasts.

* The Spanish Economic Forecasts Panel is a survey run by Funcas which consults the 20 research departments listed
in Table 1. The survey, which dates back to 1999, is published bi-monthly in the months of January, March, May, July,
September and November. The responses to the survey are used to produce a “consensus” forecast, which is calculated
as the arithmetic mean of the 20 individual contributions. The forecasts of the Spanish Government, the Bank of Spain,
and the main international organisations are also included for comparison, but do not form part of the consensus forecast.
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Table 1
Economic Forecasts for Spain - January 2022

Average year-on-year change, as a percentage, unless otherwise stated

GDP Household Public Gross fixed GFCF GFCF Domestic
consumption consumption capital formation machinery and construction demand®

capital goods

2021 2022 2021 2022 2021 2022 2021 2022 2021 2022 2021 2022 2021 2022
Analistas Financieros
Internacionales (AFT) 5.0 6.0 6.7 4.9 28 29 34 8.1 6.2 85 0.4 8.6 4.9 5.0
Axesor Rating 4.7 55 4.1 55 32 1.5 32 4.4 - - - - - -
BBVA Research 5.1 55 57 6.3 32 2.1 3.0 1.6 13.1 6.5 -3 155 4.8 6.3
CaixaBank Research 48 55 55 5.6 3.1 0.9 33 6.2 14.1 6.0 -3.0 6.1 54 4.6
Camara de Comercio de Espafia 47 55 48 4.0 3.0 23 33 9.0 13.0 10.6 -2.8 6.2 45 47
Cemex 4.8 5.6 53 5.9 35 25 4.0 8.0 12,6 4.8 -0.9 1.2 4.7 54
Centro de Estudios Economia de
Madrid (CEEM-URJC) 4.9 6.1 4.9 5.9 36 2.1 4.0 8.1 12.1 83 -1.0 10.3 4.5 53
Centro de Prediccién Econémica
(CEPREDE-UAM) 52 6.7 4.5 5.0 3.1 11 53 82 17.8 9.2 -1.5 8.8 4.6 52
CEOE 4.8 5.0 44 59 3. 22 37 4.5 14.8 8.1 -3.1 24 43 38
Equipo Econémico (Ee) 4.7 53 45 4.6 24 28 32 7.1 45 75 -0.6 82 4.0 47
Funcas 5.1 5.6 54 49 34 24 38 9.4 1.0 1.3 -2.2 9.6 4.9 52
Instituto Complutense de Andlisis
Econémico (ICAE-UCM) 5.0 5.9 5.0 6.0 3.1 1.7 43 74 15.2 9.0 -1.7 74 5.0 52
'('I‘ég)‘“w i Ereftes Exememites YA 52 43 53 3l 22 33 72 139 8.0 32 7. 4l 48
Intermoney 52 6.2 58 55 32 22 39 10.9 15.1 1.2 26 (AN 4.8 5.6
Mapfre Economics 49 55 54 58 32 2.0 32 79 - - - - 4.6 52
Oxford Economics 4.9 55 5.4 58 32 2.0 32 79 3.0 5.8 -4.7 4.6 4.6 52
Repsol 4.8 52 6.1 39 34 2.6 38 4.7 16.0 6.0 -3.0 38 4.7 3.6
Santander 4.8 5.8 53 4.6 3.1 0.6 35 10.4 14.2 134 -28 75 4.6 4.7
Metyis 4.7 52 5.5 5.0 33 1.8 3.6 83 16.3 9.1 -1.8 9.0 4.6 5.0
Universidad Loyola Andalucia 5.1 4.7 6.6 54 35 2.7 74 10.6 15.9 0.2 0.2 -1.0 5.0 42
CONSENSUS (AVERAGE) 4.9 5.6 53 5.3 32 2.0 38 8.0 12.7 8.0 2.1 76 4.7 4.9
Maximum 52 6.7 6.7 6.3 3.6 29 74 1.6 17.8 134 0.4 155 54 6.3
Minimum 4.6 4.7 4.1 39 24 0.6 3.0 4.4 3.0 0.2 -4.7 -1.0 4.0 36
Change on 2 months earlier' 0.1 -0.1 0.2 0.0 0.0 -0.1 -0.4 -0.1 0.1 -09 -0.9 -0.5 0.0 -0.2
- Rise? 9 | I 6 6 4 3 6 5 3 3 6 9 4
- Drop? 4 8 4 7 3 6 12 9 7 8 I 6 4 9
Change on 6 months earlier! -1.2 -0.5 -1.3 -0.4 03 -0.2 -3.6 -0.6 0.5 -0.2 -6.7 -1.5 -1l -04
Memorandum items:
Government (July 2021) 6.5 7.0 73 6.9 25 1.5 9.0 12.4 16.5 18.3 6.1 10.4 6.5 6.7
Bank of Spain (December 2021) 4.5 54 43 5.1 3.0 -0.2 39 78 - - - -- 42 4.4
EC (November 2021) 4.6 5.5 4.8 52 33 27 37 74 15.0 8.0 27 76 4.2 5.0
IMF (January 2022) 49 5.8 - - - - - - - - - - - -
OECD (December 2021) 4.5 55 4.4 4.5 32 25 38 8.1 - - -4.4 1.9 43 4.8

! Difference in percentage points between the current month’s average and that of two months earlier (or six months earlier).
2 Number of panellists revising their forecast upwards (or downwards) since two months earlier.
3 Contribution to GDP growth, in percentage points.
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Table 1 (Continued)
Economic Forecasts for Spain - January 2022

Spanish economic forecasts panel: January 2022

Average year-on-year change, as a percentage, unless otherwise stated

Exports of goods &
services

Imports of goods &
services

CPI (annual av.)

2021 2022 2021 2022 2021 2022 2021 2022
ﬁ]’t‘:'r':;:fof]‘;m‘;j{;’li s 100 | 122 72 3.0 43 08 17
Axesor Rating 10 140 | 116 105 | 3. 38 08 20
BBVA Research 127 151 | 125 183 | 3. 32 08 21
CaixaBank Research 12.0 9.2 12.2 6.6 3. 45 08 2.6
g::?:;:ﬁ:e Comere 126 16 | 107 97 | 31 26 08 15
Cemex 120 18 | 123 118 | 31 45 08 2.1
Centro de Estudios
Economia de Madrid 128 145 | 122 129 | 3. 27 08 19
(CEEM-URJC)
Centro de Predicciéon
Econémica (CEPREDE- 126 136 | 110 92 3.0 3.0 08 -
UAM)
CEOE 29 12| 16 79 3.0 23 08 13
Equipo Econémico (Ee) 12.4 10.2 (AN 9.3 3.1 42 08 2.3
Funcas 19 96 | 120 86 3.0 37 08 21
Instituto Complutense
de Analisis Econémico 12.4 10.9 1.7 85 3.1 33 0.8 2.0
(ICAE-UCM)
L=iEneh E(fgg‘;‘“ 127 105 | 114 95 3. 22 08 15
Intermoney 138 132 | 134 123 | 3. 40 08 22
Mapfre Economics 12.3 75 1.9 6.9 3.1 3.1 0.8 -
Oxford Economics 123 75 | 119 69 3.0 3.0 08 21
Repsol 150 149 | 145 106 | 3. 37 08 2.1
Santander 12.1 9.0 122 5.8 3 4.6 0.8 24
Metyis 27 82 | 116 8l 3.0 36 08 20
et (e 158 122 | 155 100 | 3. 30 08 22
&?,E‘RSEE‘E)US 27 12 | 122 95 | 31 35 08 20
Maximum 158 IS0 | 155 183 | 3. 46 08 26
Minimum 1o 75 | 107 58 3.0 22 08 13
Change on 2 months 04 03 | 03 02 | 02 X 00 06
- Rise? 10 4 10 5 17 14 12 14
- Drop? 4 9 4 9 0 | 4 0
Change on 6 months 08 06 | LI 04 | 12 21 ol 09
Memorandum items:
8:";3582'“;"‘ 100 103 | 103 100 | - - - -
?5’;';‘::\523‘202 " e 9l 13 65 300 370 0.50 1.89
EC (November 2021) 121 104 | 119 92 287 210 - -
IMF (January 2022) - " - - - - - -
OECD (December202) 117 107 | 114 85 29 32 04 12

Core CPI (annual av.)

Wage C/A bal. of

earnings®

Gen. gov. bal.
(% of GDP)®

Unempl.
(% labour force)

2021 2022 2021 2022 2021 2022 2021 2022 202I 2022
- - 72 25 152 14.4 08 LI 79 -4.9
- - - - 15.3 14.9 05 LI -8.0 -5.0

-0.5 26 6.7 47 15.0 13.6 1.0 -02 -6.8 -4.8
-05 22 6.7 52 15.0 13.9 1.1 1.7 77 -5.3
-- - 48 49 153 14.4 1.1 1.2 -8.0 -6.3
-- -- 6.5 35 - -- 10 IS5 -7.5 -5.5
- - 4.6 3.0 15.1 14.7 1120 -87 -5.8
-05 12 6.8 4.7 15.0 14.0 12 15 -75 -5.2
-03 20 59 35 15.1 142 12 15 78 -6.2
08 15 4.0 3.1 15.2 14.3 10 12 -7.6 -5.8
-0.7 07 6.3 3.0 15.0 14.0 08 09 -6.5 -5.7
- - 6.5 42 15.0 138 09 1.0 7.0 -4.8
-04 19 58 4.0 15.2 14.4 1.0 15 -8.6 -6.2
- - 6.5 4.3 15.2 14.0 09 14 -75 -5.6
- - - - 14.1 14.1 1.0 15 72 =52
- -- - -- 15.0 14.2 10 15 -72 -5.2
03 17 6.8 4.5 153 14.4 1213 79 -5.5
- - - - 15.0 14.3 - - - -
-- - 6.5 5.0 15.1 14.5 1.1 1.4 -7.3 -5.5
- - 6.8 32 14.9 13.1 09 07 -34 -3.4
-03 17 6.2 4.0 15.1 142 10 I3 -74 -5.4
08 26 72 52 153 14.9 12 20 -34 -34
-07 07 4.0 25 14.1 13.1 05 -02 -8.7 -6.3
-0.5 -0 0.9 0.6 -0.1 -0.2 0.0 0.l 0.5 03
0 2 1 8 ! ! 3 5 13 10
3 2 | 4 10 10 | 2 | 2
-09 02 1.5 0.6 -0.6 -0.7 0.1 ol 08 0.3
- - 4.0 27 15.2 14.1 - - -8.4 -5.0
- - 740 3.8 15.0 142 - - 75 -48
-03 21 4.5 28 152 143 03 08 -8.1 -5.2
3.1 32 25 23 15.0 14.2 06 1.0 -8.1 -5.4

" Difference in percentage points between the current month’s average and that
of two months earlier (or six months earlier).

2 Number of panellists revising their forecast upwards (or downwards) since two
months earlier.

3 Average earnings per full-time equivalent job.
4 In National Accounts terms: Full-time equivalent jobs.

5 Current account balance, according to Bank of Spain estimates.
¢ Excluding financial entities bail-out expenditures.

7 Harmonized Index of Consumer Prices (HICP).

8 Harmonized Index excluding energy and food.

9 Hours worked.
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Quarterly Forecasts — January 2022

21-1Q 21-1Q 21-1Q 21-IvQ 22-1Q 22-1Q 22-llQ 22-IVQ

GDP! -0.7 1.2 2.6 1.9 1.0 1.0 1.3 0.9
Euribor 1 yr 2 -0.49 -048 -049 -0.50 -0.44 -0.41 -0.37 -0.34
Government bond yield 10 yr2  0.31 0.43 0.33 0.40 0.56 0.65 0.74 0.83

ECB main refinancing

. . 2 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
operations interest rate
ECB deposit rates 2 -0.50 -0.50 -0.50 -0.50 -0.50 -050 -048 -0.48
Dollar / Euro exchange rate 2 1.19 1.21 1.18 1.13 1.14 1.13 1.14 1.15

Forecasts in yellow.
" Qr-on-qr growth rates.
2 End of period.

CPI Forecasts — January 2022

Year-on-year change (%)

Dec-21 Jan-22 Feb-22 Mar-22 Dec-21 Dec-22
6.5 5.6 5.8 5.8 6.5 1.3

Opinions — January 2022

Number of responses

Currently Trend for next six months

Favourable Neutral Unfavourable Improving Unchanged Worsening
International context: EU 3 12 5 13 6 1
International context: Non-EU 3 8 9 8 9 2

Is being Should be

Restrictive Neutral Expansionary Restrictive Neutral Expansionary
Fiscal policy assessment! 0 0 20 0 6 14
Monetary policy assessment' 0 0 20 1 5 14

" In relation to the current state of the Spanish economy.
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