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The start of the recovery in 2010 was quite similar to the
present, however the problems arising from the sovereign
debt crisis halted the process and led to the second recession
in less than two years.

Comparatively, the current recovery is showing far more
robust than the previous, having less inertia from the external
demand and higher strength of domestic demand.

The main uncertainties or risks, would focus on the pace of
recovery of the European economy, which would be showing
contradictory signs in some economies earlier this year.

Today, since virtually no one doubts that the Spanish economy has entered a process of revival of economic
growth can lead us to a substantially better position in the short term, however, after the deep crisis of
2009, also initiated a recovery process which was halted abruptly after a few months. Could the same
thing happen now? Which are similarities and differences?

Are we seeing a solid recovery?



The public accounts still show a significant imbalance, and it is still necessary to
maintain the fiscal binding commitments to avoid further punishment from the
markets, having in mind that the merely recovery in activity is not enough to
ensure compliance with the targets of fiscal consolidation.

The credit restrictions worsened the fall in economic activity in recent years.
These restrictions were especially important during the second phase of the crisis
and last year 2013 suffered the stronger restraining effect.

As we have seen, the current recovery seems to be much more solid than the previous one because it is
mainly driven by internal demand, so that the main conditionals would focus on the evolution of the public
deficit, strengthening the recovery process, and the recovery of credit flows.

What are the risks and weaknesses?



From this year 2014, the overall assessment of the developed economies have outperformed to the
emerging ones for the first time since 2005. It is also interesting to note that while the first ones have
improved the 2013 scores, the second ones show some deterioration.

Global health of the Spanish economy



The international environment presents especially favorable for the Spanish economy as their main
destination markets for exports which this year will see a growth rate further fuelled.

Short  Term forecasts: International Environment

Trade	
Weight 2000‐16 2008‐12 2013 2014 2015 2016

World 2,9 3,0 3,6 3,9 3,9

Developed 75% 0,6 1,3 2,2 2,5 2,4

USA 19% 0,8 1,9 2,7 3,0 3,0

Japan 3% ‐0,2 1,5 1,6 1,2 0,7

Eurpean	Union 53% ‐0,2 ‐0,4 1,2 1,6 1,7

Emerging 25% 5,6 4,7 4,9 5,3 5,4

Latin	América 5% 3,3 2,7 2,5 3,0 3,3

Asia	&	China 5% 7,9 6,5 6,7 6,8 6,7

Eastern	Europe	&	CIS 8% 2,3 2,4 2,3 3,0 3,2

Africa	&	Middle	East 7% 4,4 3,2 3,5 4,7 4,6

GDP		Spanish	weighted 100% 1,1 1,1 2,1 2,5 2,6



The main lines of development of the international scenario will
be marked by a certain overall containment of the growth rates
and a progressive increase in the presence of emerging
economies in international markets.

Developed economies will tend to average growth below 2%
while emerging ones would approach 4.5%, bringing the world
GDP would place slightly above 3% and the volume of world
trade in the band 2,5 to 6%.

The increased presence of emerging economies in international
markets will lead to increased international competition, that,
along with productivity gains, will remain a very limited growth
in international prices and therefore inflation.

Beyond the current cyclical recovery process, it may be interesting to conduct a prospective analysis to
identify the main lines of development of the Spanish economy in an environment of medium to long term,
starting with the overall international environment.

Main lines of the long term prospects



For domestic demand, the key factors in the medium term will be : the
progressive reduction of household income as a percentage of GDP,
limiting the growth in private consumption, the fiscal consolidation,
constraining both the public consumption and investment , and the credit
restrictions, limiting the expansion of private investment.

Regarding the external sector, the continuity of export effort and
therefore maintaining our share on world trade, will determine the
evolution of exports, while imports will be conditioned by the increase in
total demand and the maintenance of import elasticity.

As a result of these trends, the Spanish GDP will reproduce the
international cycle, recovering some differential growth over the
Eurozone, and presenting an average growth rate slightly above the
average of developed economies during expansion stages.

The overall economic activity in our country will be determined both by changes in international
environment, and for our own internal constraints, especially the need to reduce the volume of
private sector credit, commitments to fiscal consolidation, and trends in income distribution.

Main lines of the long term prospects



As a result of the evolution of the different components, the Spanish GDP will present a cyclical pattern similar
to the world economy, recovering slightly growth differential with respect to the Eurozone, and positioning us,
in periods of expansion, with a growth rate slightly above to the average of developed economies.

%	g.r. 1995‐2000 2001‐2005 2006‐2010 2011‐2015 2016‐2020 2021‐2025 2026‐2030
Spain 4,1 3,3 0,9 0,1 2,6 1,1 1,3
Eurozone 2,7 1,5 0,8 0,7 1,5 0,5 1,1
Developed 3,4 2,3 1,1 1,8 2,2 1,0 1,7
World 3,8 3,7 3,6 3,5 3,8 2,7 3,4
Diff.	Spain‐Euro	zone 1,4 1,8 0,1 ‐0,5 1,1 0,5 0,3

Main lines of the long term prospects



The evolution of the employment demand will be conditioned by the pace of economic growth
and productivity gains, nuanced by the trend in average working time and the share of part‐time
workers. In any case we can not expect average annual employment generation over 250,000
employments.

Meanwhile, labor supply in the medium term will be determined by some recovery in activity
rates as a result of improved in labor demand, while in the long‐term the ageing effects will
reduce the entry of new actives into the labor market, enabling the reduction of the
unemployment rate.

The actual current account surplus is largely influenced by strong export intensity and the low
investment levels, so it might go disappearing in the medium term to return to slightly deficit
levels. This return to external deficit would be explained by the increase in investment levels as
well as by the moderation in exports in parallel with world trade cycle.

The net foreign debt would gradually be reduced in parallel with the containment of total credit
and taking advantage of periods of surplus current account balance.

Given that the imbalance of public accounts shall be corrected in the medium term as agreed with Europe
and that for the long‐term it is fixed constitutionally, we focus on the main imbalance of our economy, the
unemployment, and on the external balance .

Main lines of the long term prospects
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