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Middle East conflict 
could reduce growth

Forecast revised upwards           Forecast unchanged            Forecast revised downwards 

* Average annual variation.

(f): Forecasts.
Note: Revisions relative to the Spain Economic Outlook scenario. December 2025.
Source: BBVA Research based on INE data.
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March 2026

Positive outlook, although structural 
challenges remain amid a highly 
uncertain global environment

(f): forecast.
Source: BBVA Research, based on INE data

IMPACT OF HIGHER
ENERGY PRICES 
AFTER THE 
CONFLICT 
BETWEEN THE U.S., 
ISRAEL AND IRAN 
(PP OF YoY CHANGE)

The main transmission channel 
is expected to be higher energy costs.

Negative impact on activity and upward pressure 
on prices. Both trends could reverse by 2027.

Dependent on the duration of the war.

What is driving
growth?

Structural
challenges
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Growth Inflation

CONSUMPTION BY 
NON-RESIDENTS 
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It could benefit from 
geopolitical tensions.

(%, Y/Y):

EXPORTS OF 
NON-TOURISM 
SERVICES (%, Y/Y): 
Room for stronger growth 
supported by digital and 
knowledge-based services. 2025 2026(f) 2027(f)
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DYNAMIC 
LABOR MARKET
(EMPLOYMENT LFS, %, Y/Y):

Strong job creation supported 
by immigration and higher 
labour force participation. 2025 2026 (f)

2.6 2.3

2027 (f)

2.2

PRIVATE 
CONSUMPTION (%, Y/Y): 
Strength above all in durable 
goods due to the improvement in 
income and an accommodative 
monetary policy. 2025 2026(f)

3.4 2.8

2027(f)

2.2

INVESTMENT 
IN HOUSING (%, Y/Y):  
Driven by the need to reduce 
the large housing shortage 
that has accumulated.

2025 2026(f) 2027(f)

5.1
6.2 6.9

PUBLIC DEFICIT
(% GDP):

Given deviations from fiscal 
rules, the acceleration of the RRF 
and increased defense spending, 
fiscal policy is expected to 
remain expansionary. 2025(e) 2026 (f)

2.4 2.3

2027 (f)

2.4

(e): Estimate.
(f): Annual average forecast.
Source: BBVA Research based on INE data.

Productivity 
and employment

GDP, EMPLOYMENT, PRODUCTIVITY 
AND COMPENSATION (2019 = 100)  

(f): Forecast.
Source: BBVA research based on INE data.

GDP and employment 
continue to expand, 
but productivity growth remains 
stagnant.
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HOUSING SHORTAGE IN SPAIN AND 
POTENTIAL HOUSING SUPPLY GIVEN 
CURRENT ELECTRICITY CAPACITY
(NUMBER OF HOMES)

Increase 
investment
In key sectors, such as 
housing or energy 
production and distribution.

Fiscal policy
The fiscal policy stance is 
expected to tighten in the 
coming months as aid from the 
DANA and funds from the 
Recovery Plan, among other 
sources, are depleted.

Sustain employment levels
Population ageing is a drag on labour force participation that 
immigration and improvements in education do not fully offset.
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existing electricity capacity*
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DRIVERS OF CHANGES IN THE EMPLOYMENT-TO- POPULATION 
RATIO BETWEEN 2020 AND 2025 (CUMULATIVE CHANGE 
IN PERCENTAGE AND PERCENTAGE POINTS, CVEC DATA)

DISCRETIONARY FISCAL STIMULUS  
(% OF GDP)
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Energy measuresDefense Plan 

*: It is assumed that all investments financed with RRF transfers will 
be completed by August 2026. (e): estimate. (f): forecast..
Source: BBVA Research based on Ministry of Finance, PLACSP, 
CCS and BDNS data.

Participation effect: change in the employment-to-population ratio (TA) due to shifts in labor force participation among different 
population groups, while keeping their share of the working-age population constant.
Demographic effect: change in TA due to changes in the weight of each group within the working-age population, assuming that their 
TAs remain constant.
Source: BBVA Research, based on INE data.

* The number of homes that could be built considering households 
account for 31.5% of total electricity consumption in Spain (accor-
ding to Eurostat) and each household is connected to a 5 kW supply.

Growth will remain relatively high, with greater 
dependence on domestic demand.

IMPACT OF 
EXTRAORDINARY
REGULARIZATION*
This could impact 
550,000 employed 
individuals of non-EU 
nationality and may also 
boost economic activity.

Note: Estimates obtained by BBVA Research based on a BSVAR
model identified with narrative, sign and elasticity constraints, 
estimated for the period 2000-2019.

* Estimated impact in one year, 
deviations from levels in the absence 
of the shock in pp.
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