Spanish economic forecasts panel: January 2023*

Funcas Economic Trends and Statistics Department

GDP growth estimate increased by 5%
in 2022

According to the panelists” forecasts, GDP grew
by 5% in 2022, half a percentage point more than
in the November forecast. The revision is primarily
due to the upward adjustment by the INE of the
National Accounts figures, which left cumulative
growth during the first three quarters of the year at
6.3%, compared to 5.7% in the estimate included
in the previous Panel. In addition, the consensus for
the fourth quarter is for zero growth, compared to
an anticipated 0.4pp decline in GDP in November.

Domestic demand should contribute 1.7pp to
GDP growth (0.1pp more than in the previous
Panel) and external demand 3.3pp (0.4pp more).

The forecast for growth in 2023 is 1.3%,
two tenths pp higher than the previous
Panel

The panelists forecast for GDP growth in 2023
increased to 1.3%, 0.2pp higher than the previous
Panel. Zero growth is expected in the first quarter,
followed by gains of 0.5%-0.6% for the remaining
quarters (Table 2).

The increase in activity for the year as a whole will come
from domestic demand, while the foreign sector will
not make any contribution (compared to a detraction
of two tenths of a percentage point in the previous
Panel). Compared to 2022, the slowdown will be felt
in private consumption, investment and foreign trade,
while public consumption will return to positive rates
after the declines recorded last year (Table 1).

Downward revision of the overall CPI
forecast in 2023, and upward revision of
core CPI

Overall CPI has continued its moderation, which
started in September, in the last months of 2022,
due to a more favorable performance of energy
prices coupled with base effects. However, the core
inflation rate rose to a 30-year high in December of
7%. On average for the year as a whole, overall CPI
rose by 8.4%, and core inflation by 5.2% (forecasts

were compiled before the publication of the final
December figures, which is why the panel estimates
do not coincide with the final result).

The analysts” forecast for average annual inflation
in 2023 declined by one tenth of a percentage point
with respect to the last Panel, to 4%. The projected
year-on-year rate of the overall index for December
is 3.7% (Table 3). As for core inflation, the annual
average rose to 4.5%, 0.5pp more than the previous
forecast.

According to Social Security enrollment figures, job
creation in the fourth quarter was similar to that
from previous quarters. For the year as a whole, the
average enrollment numbers increased by 3.9%,
750,000 more when compared to 2021.

Employment will grow by 1% in 2023
and the unemployment rate will rise
slightly to 13%

The forecast for employment growth is 3.7% for 2022
and 1% for 2023, increasing by two tenths and one
tenth, respectively, compared to the November Panel.
Based on growth expectations in GDP, employment
and salaries, the forecast implicitly predicts an
increase in productivity and unit labor cost (ULC).
Productivity per full-time equivalent job will increase
by 1.3% in 2022 and is forecast to grow by 0.3% this
year. ULCs are expected to increase by 0.6% in 2022
and by 3.1% in 2023.

The average annual unemployment rate will remain
at 12.9% in 2022, according to analysts, then rise to
13% in 2023 (Table 1).

Downward revision of the trade surplus
for 2023

The balance of payments of the current account
showed a surplus of 4.44 billion euros up to
October 2022, compared to 9.76 billion euros
in the same period of the previous year. This
worsening mainly reflects higher energy costs. The
panelists expect a surplus of 0.6% of GDP in 2022,
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as per the last Panel, and a surplus of 0.3% for
2023 -0.2pp less than in the last Panel (Table 1).

Public deficit forecast continues to
improve

Public administrations, excluding local authorities,
recorded a deficit of 15.17 million euros up to October,
compared to 53.28 million euros in the same period
of the previous year. This improvement was due to a
larger than expected increase in revenue of 48.284
billion euros, much greater than the increase of
10.067 billion euros in expenditures.

The analysts expect a public deficit of 4.5% of GDP for
2022, 0.3pp less than in the last Panel. This estimate
is lower than that contemplated by the government,
which places the deficit at 5%. For 2023, the Panel
expects a deficit of 4.3% of GDP, which, in this case,
is more pessimistic than the government’s estimates.

The international landscape is gloomier
than in the last Panel

While the global landscape remains highly uncertain,
some of the factors behind the inflation outbreak
and the current phase of economic weakness seem to
have lost steam in recent months. First, energy prices
— the main source of the “stagflation” shock — have
moderated markedly. Brent crude is trading at around
$85 a barrel, almost $10 less than in November, and
gas has fallen even more sharply since mid-December,
to around $55 per MWh. They are reminiscent of price
levels present before the outbreak of the warin Ukraine,
facilitating the de-escalation of energy inflation. This,
combined with the unusually mild winter in Europe
so far, has helped reduce the risks emanating from the
spectre of a hydrocarbon supply cut. While geopolitical
risks remain high, the worst-case scenarios that were
weighing on business and consumer confidence over
the past year (spillovers from the war, nuclear threat,
etc.) are now looking less likely.

The result is a slight improvement in the global
PMI index at the end of the year (which is still in
contractionary territory) and in business expectations
(as attested by the rise in the global PMI of anticipated
orders in the coming months). In its latest forecast
for 2023, the ECB predicts positive growth in the
eurozone of 0.5%.

Thus, the panelists are somewhat less pessimistic
about the international environment, both in Europe
and beyond. While the majority continue to believe
that the current situation is unfavorable, fewer now
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believe that the outlook could worsen in the coming
months both in the EU (with 5 analysts forecasting a
deterioration, compared to 9 in the November Panel)
and outside Europe (2, compared to 6 in the previous
Panel).

Interest rates will continue to rise

Although inflationary pressures seem to be easing,
monetary policy continues to tighten. In the US,
there is some sign of a turnaround. The Fed has
slowed the pace of hikes of its main interest rate,
which now stands at 4.25-4.50%, 50 basis points
more than in the previous Panel. But the signs are
less clear on this side of the Atlantic. The ECB has
increased its deposit facility by the same amount as
the Fed, to 2%, while also suggesting that similar
rate hikes will follow. On the other hand, as part
of the quantitative tightening (QT) process, the
incentives for repayment of targeted long-term
refinancing operations (the so-called TLTROs) to
support bank lending to the private sector continue,
while the central bank confirms its intention to
reduce the outstanding amount of government
bonds in its portfolio.

The prospect of further adjustments by the ECB
in the short-term has continued to put upward
pressure on the one-year Euribor, the main
benchmark for mortgages. It is above 3.3%, half a
point higher than in November. On the other hand,
the Spanish 10-year bond yield has hovered around
3.1% with no discernable trend — possibly reflecting
the markets’ anticipation of a turning point in
monetary policy in the coming year, in line with the
evolution of inflation. The risk premium remains
stable at around 100 basis points, a number
indicative of the absence of financial tensions in the
public debt markets.

In their assessments, the panelists are betting on
a slower pace of interest rate hikes. The ECB’s
deposit facility is expected to reach close to 3% at
the end of the forecast period, half a point higher
than in the previous consensus (Table 2). Euribor
has been revised by a similar magnitude to around
3.5%, while the 10-year bond yield would evolve
without major changes compared to the last Panel
(flattening of the yield curve).

The euro appreciates against the dollar

In recent months, the euro has tended to recover
some of the ground lost against the dollar, as a
result of the ECB’s interest rate hikes, so markets



expect a narrower spread in financial yields
between the two sides of the Atlantic. Analysts
anticipate a slight appreciation in the coming
months (Table 2), compared to the stability
predicted in the previous consensus.

Macroeconomic policy should continue
to focus on fighting inflation

Concerns about inflation and its costs to the economy
are reflected in analysts’ views on economic policy.

Change in forecasts (Consensus values)

Annual rates in %

Spanish economic forecasts panel: January 2023

The majority of panelists agree on the expansionary
nature of fiscal policy at present (Table 4), but the
number of panelists who believe that fiscal policy
should be more neutral or even more restrictive in
relation to the economic cycle is growing. Likewise, all
panelists believe that monetary policy should not be
expansionary, but rather neutral or restrictive, without
major changes in relation to the November Panel.
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Source: Funcas Panel of Forecasts.

* The Spanish Economic Forecasts Panel is a survey run by Funcas which consults the 19 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 Novembe

r. The responses to the survey are used to produce a “consensus”

orecast, which is calculated as

the arithmetic mean of the 19 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 2023

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

2022 2023 2022 2023 2022 2023 2022 2023 2022 2023 2022 2023 2022 2023

I’:‘::'r'::ifof"'amﬁr;’l; 54 13 30 12 12 04 48 3.0 66 30 26 30 24 14
BBVA Research 53 14 24 10 14 17 5.1 52 52 37 46 49 18 20
CaixaBank Research 45 1.0 1.9 0.7 -1.8 0.7 5.2 1.7 6.2 0.5 43 2.5 1.6 0.9
Céamara de Comercio de Espafia 48 1.9 1.7 1.3 -1.5 0.8 44 2.5 55 4.0 33 1.6 1.5 1.6
Centro ("CEEESISI‘TJ?RJ‘CE)‘°"°”“" & 46 12 19 13 16 10 45 15 43 15 40 10 16 12
%Q;;"EdDeEE;dﬁf“"" EC L 45 15 20 17 7 17 54 29 65 26 43 33 14 17
CEOE 52 08 25 08 16 02 50 28 53 28 43 27 19 13
Equipo Economico (Ee) 52 21 22 14 12 07 55 50 63 25 46 77 20 20
EthiFinance Ratings 46 Il 25 13 -5 10 5.0 22 62 28 38 3.0 - -

Funcas 52 10 26 12 -1.4 14 56 25 8.0 15 5. 36 21 15
g‘;;':gﬂi%’l“gk’éeﬂzeﬂf A Y 18 24 13 P 13 52 17 55 07 47 18 23 12
'(’I‘ég)“‘m i |iles [ XememilEes 53 12 26 19 16 0.1 50 43 54 52 43 44 20 15
Intermoney 43 14 13 10 -5 08 45 12 49 09 40 15 13 Il
Mapfre Economics 4.6 1.0 1.9 0.5 -1.8 20 50 3.0 - - - -- 1.5 1.1
Oxford Economics 53 LI 24 10 14 18 5. 23 48 05 29 10 20 15
Repsol 52 13 23 02 -1l 21 57 34 54 08 57 50 18 07
Santander 53 10 26 09 -5 10 49 27 5.1 13 45 35 19 13
Metyis 52 Ll 29 14 -10 0.l 53 20 64 20 42 15 13 13
Universidad Loyola Andalucia 45 1.0 1.8 22 2.7 -1.5 6.4 42 38 28 4.9 43 1.0 0.9
CONSENSUS (AVERAGE) 50 13 23 12 .15 09 5.1 29 56 22 42 3. 17 13
Maximum 54 21 30 22 -10 21 64 52 8.0 52 57 77 24 20
Minimum 43 08 13 02 27 15 44 12 38 05 26 10 10 07
Change on 2 months earlier' 0.5 0.2 0.6 0.2 -0.1 0.0 -0.1 -0.2 -0.6 -0.3 0.2 0.1 0.1 0.0
- Rise? 14 10 14 9 8 7 7 7 4 4 9 7 12 o
- Drop? 0 2 3 5 6 5 5 7 8 9 3 6 4 5

Change on 6 months earlier' 08 -1.2 0.3 -1.4 -2.5 -0.3 -1.6 -1.7 -5.1 -2.5 1.2 -1l -0.9 -1.3

Memorandum items:

Government (October 2022) 4.4 2.1 12 1.3 -1.0 0.4 5.1 79 - - -- - 1.5 24
Bank of Spain (December 2022) 4.5 1.4 1.6 1.3 -1.5 0.0 47 1.7 - - - -- 1.1 0.9
EC (November 2022) 45 1.0 1.5 0.6 -1.6 1.0 48 1.9 5.6 1.0 42 2.9 1.5 1.0
IMF (October 2022) 43 12 3.0 1.7 -0.2 12 75 22 - - - - - -
OECD (November 2022) 4.7 1.3 2.0 1.3 -1.8 0.9 5.4 23 - - - - - -

' 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 2023

Spanish economic forecasts panel: January 2023

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

Exports of goods &
services

Imports of goods &
services

CPI (annual av.)

2022 2023 2022 2023 2022 2023 2022 2023
ﬁ]'t‘:'r':;ifof::f’;‘z‘;';; 196 35 | 115 40 85 40 5.1 50
BBVA Research 183 08 | 88 25 8.4 35 5.1 50
CaixaBank Research 17.9 23 9.3 24 84 4.6 5.1 4.8
dC:'E:;ﬁ:e Comaran 184 52 | 87 42 89 47 52 45
Centro de Estudios
Economia de Madrid 17.7 38 9.5 28 84 4.6 5.1 43
(CEEM-URJC)
Centro de Prediccion
Economica (CEPREDE- 183 3.9 9.9 44 8.4 34 - -
UAM)
CEOE 184 39 | 90 48 8.4 42 5. 54
Equipo Econémico (Ee) 18.0 37 89 39 84 39 5.1 3.6
EthiFinance Ratings 16.1 22 9.4 2.6 86 39 42 55
Funcas 18.1 24 | 94 38 8.4 38 52 56
Instituto Complutense
de Anélisis Econémico 18.6 42 9.2 2.7 8.4 38 5.1 36
(ICAE-UCM)
g‘c‘;'r:gmc":sifé‘é‘;'“ 185 50 | 9.1 58 84 39 50 35
Intermoney 17.2 42 9.3 3.1 8.4 45 5.1 33
Mapfre Economics 17.5 -0.1 89 1.0 8.4 43 38 3.0
Oxford Economics 18.0 0.6 8.6 1.6 8.4 37 5.1 45
Repsol 182 33 89 2.1 8.4 38 5.1 43
Santander 185 20 92 30 8.4 41 52 4.4
Metyis 20.1 37 | 86 32 8.4 45 41 36
Yniversidad Loyola 185 43 | 94 45 | 84 20 53 67
&?,E‘RSEE‘E)US 182 31 | 92 33 | 84 40 49 45
Maximum 20.1 52 | 11s 58 89 47 53 67
Minimum 6l 01 | 86 10 8.4 20 38 30
Changs on 2 months Ll 02 | os 02 | -03 0.1 0.1 05
- Rise? 14 6 8 7 I 8 10 8
- Drop? I 9 8 6 16 8 5 4
Change on 6 months 62 08 | 16 -1l 05 09 03 12
Memorandum items:
Commey ws > ss m | - - | - -
?5’;'::{:\55?2022) 175 40 | 82 31 870 560 | 390 350
EC (November 2022) 172 27 | 88 28 850 480 5.1 4
IMF (October 2022) 121 24 | 86 32 88 49 - -
OECD (November2022)  18.1 35 9.7 42 860 480 | 400 480

Core CPI (annual av.)

Wage C/A bal. of

Gen. gov. bal.
earnings®

(% of GDP)*

Unempl.
(% labour force)

2022 2023 2022 2023 2022 2023 2022 2023 2022 2023
- - 3. 05 128 130 | 06 05| -45 37
15 38| 39 Il 12.8 128 | 15 04| -39 39
16 35| 37 06 128 130 | 05 05 | -45 .43
- - 34 Il 128 132 | 10 04 | -48  -46
- - 30 02 128 126 | 10 00 | -41 4.1
14 36 | 34 0.4 13.1 130 | 06 08| 59 .52
17 29| 38 07 128 128 | 06 00| -45 .40

28 36| 39 27 13.0 128 | 07 04| -42  -40
- - - - 13.0 132 | 05 08| 49 -4l
25 35| 38 05 12.8 123 | 03 06| -38  -42
- - 39 1.0 129 130 | 07 05| -43 .43
20 29 | 38 05 12.8 130 | 05 02| -46  -40
- - 38 1.7 128 135 | 06 - 50 48
- - 40 0.1 126 136 | 05 12| -4l 48
- - - 128 134 | 04 06 | -40  -47
20 33| 37 1.4 129 126 | -0 05| -39  -44
- - - - 13.0 133 | - - - -
- - 4.1 1.0 12.8 128 | 05 03| -40  -40
- - 36 20 13.0 133 | 06 05| 60  -50
19 34 37 1.0 129 130 | 06 03 | 45  -43
28 38 | 41 27 13.1 136 | 15 12| 38 37
14 29| 30 0.l 126 123 |01 06| -60  -52
02 o0l | 02 0.l 0.1 00 |00 -02| 03 02
2 4 9 8 | 5 4 2 13 9
3 2 I 3 10 6 6 6 I 2
07 08| 03 14 0.6 00 |0l 06 07 04
- - 29 0.6 128 122 |10 09| 50 -39
-~ | 400 0809 128 29 | - - 43 40
26 49 | 33 09 127 127 | 09 08 | -46  -43
- - - 127 123 | -02 02| -69  -49
- - - 129 129 | 07 06 | -49 .42

" 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 2023

22-1Q 22-1Q 22-lQ 22-lIvQ 23-1Q 23-1Q 23-llQ 23-IVQ

GDP! 0.1 2.0 0.1 0.0 0.0 0.5 0.6 0.6
Euribor 1 yr 2 -0.24 0.85 2.23 3.02 3.33 3.48 3.54 3.51
Government bond yield 10 yr2  1.22 2.63 2.92 3.10 3.43 3.54 3.52 3.50
Ege'?a?cf:; rifli':rae':t":‘a%e \ 000 000 125 250 307 335 342 342
ECB deposit rates ® -0.50 -0.50 0.75 2.00 2.55 2.85 2.93 2.95
Dollar / Euro exchange rate 2 1.10 1.06 0.99 1.06 1.05 1.06 1.06 1.07

Forecasts in yellow.

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

3 Last day of the quarter.

CPI Forecasts — January 2023

Year-on-year change (%)

Dec-22 Jan-23 Feb-23 Mar-23 Dec-23
57 6.1 5.6 41 3.7

Opinions — January 2023

Number of responses

Currently Trend for next six months
Favourable Neutral Unfavourable Improving Unchanged Worsening
International context: EU 0 3 16 3 11 5
International context: Non-EU 0 4 15 4 13 2
Is being Should be
Restrictive Neutral Expansionary Restrictive Neutral Expansionary
Fiscal policy assessment’ 2 2 15 4 12 3
Monetary policy assessment’ 14 4 1 10 9 0

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

84 Funcas SEFO Vol. 12, No. 1_January 2023



	Spanish economic forecasts panel: January 2023
	GDP growth estimate increased by 5% in 2022 
	The forecast for growth in 2023 is 1.3%, two tenths pp higher than the previous Panel 
	Downward revision of the overall CPI forecast in 2023, and upward revision of core CPI 
	Employment will grow by 1% in 2023 and the unemployment rate will rise slightly  to 13% 
	Downward revision of the trade surplus for 2023 
	Public deficit forecast continues to improve 
	The international landscape is gloomier than in the last Panel 
	Interest rates will continue to rise 
	The euro appreciates against the dollar 
	to focus on fighting inflation 


