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AN UNPRECEDENTED CRISIS

GDP AT CONSTANT PRICES
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SPAIN: PER CAPITA GDP AS A SHARE OF EURO AREA PER CAPITA GDP
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THE SPANISH ECONOMY IS OVERCOMING THE
SECOND RECESSION IN THIS CRISIS
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TRANSFORMING THIS INCIPIENT RECOVERY INTO _
A ROBUST GROWTH PATH REMAINS

CHALLENGING

TWO PROCCESES PLAY A PIVOTAL ROLE

* INTERNAL DEVALUATION

In absence of the possibility of exchange rate adjustment, the internal devaluation is
crucial for the recovery of competitiveness and for employment growth

*An internal devaluation is a very demanding process, particularly for an economy with a
traditional inflationary bias.

‘DELEVERAGING

* High indebtedness is a serious legacy of both the excesses of the economy during the
expansion and the effects of the crisis

* Deleveraging of the national economy is crucial for the recovery of internal demand and
for the sustainability of a new path of growth

*And is very demanding in an environment of weak income growth and low inflation
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THE SIGNIFICANT ONGOING INTERNAL
DEVALUATION HAS LED TO A RAPID CORRECTION
IN RELATIVE ULCs

RELATIVE ULC: Spain versus Euro area
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THE WAY TO ACCOMPLISH INTERNAL DEVALUATION
STANDS IN SHARP CONTRAST TO THE PREVIOUS
EXPERIENCE IN THE 1990s...

Relative ULC (Spain vs. developed economies)
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THE INTERNAL DEVALUATION IS PRODUCING _
TANGIBLE RESULTS IN TERMS OF A SHARP

TURNAROUND IN THE EXTERNAL BALANCE

NET LENDING/ BORROWING

% of GDP
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WAGE MODERATION IS BEING AN IMPORTANT DRIVER O
THE INTERNAL DEVALUATION PROCESS

AGREED WAGES IN COLLECTIVE BARGAINING LABOUR COSTS IN THE NON-AGRICULTURAL MARKET ECONOMY (a)
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AVAILABLE ESTIMATIONS SHOW THAT RECENT WAGE

GROWTH AND UNEMPLOYMENT INCREASES HAVE BEEN

BELOW WHAT THEIR RESPECTIVE DETERMINANTS
WOULD INDICATE
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THE CORRECTION IN THE ECONOMY’S NET BORROWING
HAS STABILIZED THE PATH OF NET EXTERNAL

INDEBTENESS

oG0P NET INTERNATIONAL DEBT POSITION
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PUBLIC FINANCE ADJUSTMENT IS UNDERWAY

GENERAL GOVERNMENT BALANCE Total government debt
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AND PRIVATE SECTOR DELEVERAGING HAS ALSO
STARTED

HOUSEHOLD DEBT NON-FINANCIAL CORPORATIONS DEBT
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