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Rating Action

On Sept. 12, 2025, S&P Global Ratings raised its unsolicited long-term

foreign and local currency sovereign credit ratings on Spain to 'A+' from 'A'

and affirmed its 'A-1' short-term sovereign credit ratings. The outlook is

stable.

Outlook

The stable outlook balances Spain's solid economic growth with high

general government debt and additional government spending pressures

that could lead to budgetary slippages.

Downside scenario

We would lower the ratings if budgetary and current account outcomes

deteriorate, reversing the recent improvements in external and

government debt dynamics. This could result from budgetary slippages

amid high political fragmentation, or if trade tensions significantly erode

Spain's current account surpluses.

Upside scenario

We could raise the ratings if the government debt-to-GDP ratio declines

faster than we currently expect, thanks, for example, to a more ambitious

budgetary consolidation.

Rationale

The upgrade reflects private sector-led strengthening of Spain's

external financial position, as high savings rates and export success

have benefited Spain's economic resilience. Narrow net external debt--

our key measure of external indebtedness, excluding nonfinancial sector

assets--fell below 150% of current account receipts in 2024 and is set to

fall just below 130% in 2028. This reflects a longstanding reduction of net

external debt after the global financial crisis, accelerating after the
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pandemic and confirmed in 2024. This trend is unlikely to stall, in our view,

given Spain's limited exposure to the U.S. tariffs on the EU thanks to its

service-driven economy, preserving current account surpluses.

The upgrade also reflects solid economic growth prospects,

supported by the resilient strong external sector, and a buoyant labor

market. Spain has been performing above the European average, thanks

to strong and diversifying services exports, population growth, and

investment activity. Economic growth prospects reflect also a structural

trend toward high value-added services exports, slowly reducing the

importance of tourism, and making the economy more resilient to external

shocks.

These positive developments are happening, despite the lack of a

more resolute decline in the budget deficit and hence limited

government debt reduction. The Socialist Party (PSOE)-led minority

government coalition is relying on the support of the left block-Sumar and a

number of regional parties, which will complicate the adoption of the 2026

budget and continue to limit implementation of structural economic and

budgetary reforms. Strong growth in government revenue with solid

economic growth resulted in the budget deficit reduction, but to a much

more modest extent than more fiscally proactive regional peers.

Government debt levels remain high in the context of our sovereign rated

universe, at about 100% of GDP.

Institutional and economic profile: Strong economic growth led by

external expansion and dynamic labor market, but weak policy

impetus amid political gridlock

Spain's economy is expanding faster than the eurozone

average. Flash estimates suggest 2.8% year-on-year growth in the

second quarter of 2025, in line with the first quarter, after a robust 3.2%

expansion in 2024 that far outpaced economic growth in other large

eurozone economies. Spain is relatively shielded from U.S. protectionist

policies, with goods exports to the U.S. accounting for less than 5% of total
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goods exports. Net exports will slightly dampen GDP growth in 2025-2026,

mainly through second-round effects of the U.S. tariffs, but strong domestic

demand driven by consumption (due to a dynamic labor market and rising

wages) alongside NextGenerationEU (NGEU)-funded and rising private

investment will remain the key engines of expansion.

A key driver of Spain's economic performance--and of the upgrade--

is strong net exports and their diversification. Current account

surpluses have recovered well since the pandemic, supported not only by

booming tourism but also by diversification into high-value services,

particularly information and communication technology, transportation, and

business services. Nontourism services now constitute more than half of

services exports compared with a quarter prior to the pandemic and

negligible in 2010. This shift marks a structural step toward a more

sustainable and diversified export base, as the pandemic highlighted the

risks of excessive reliance on tourism (See: "

," Feb. 27,

2025).

Delivering on the remaining NGEU funds will be challenging but will

support economic growth. Before the 2026 conclusion of the program,

Spain has implemented less than half of the milestones and received less

than half of the NGEU funds--worth €163 billion (10% of GDP). These

delays are not unique--other large recipients like Italy and Portugal also

face absorption issues. We believe there is little room to maneuver to

postpone the 2026 deadline to finalize the milestones. Hence, to ease

delivery in the investment-heavy final phase, the government is likely to

seek another modification of the plan, redirecting funds toward quicker,

easier-to-execute projects and reforms. Spain is also likely to continue to

privilege grants over loans--with 80% of the grants already received--as

they have a neutral fiscal impact. Regardless of whether Spain receives

the funds in full, investment will surge in 2025 and 2026 and continue to be

supported by cohesion funds from the EU multiannual financial framework

thereafter.

Eurozone Sovereigns: Euro

Med's Economic Outperformance Is Not Just Tourism
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A key feature of Spain's economic growth has been its dynamic labor

market. Employment has grown 2%-3% per year since the pandemic,

outpacing eurozone neighbors, and we forecast unemployment will fall

below 10% in 2028, a level last reached in 2007. Targeted migration,

especially after the pandemic to ease labor shortages, contributed to this

dynamism, with non-nationals accounting for more than half of new

employment on average from 2020-2024. Structural reforms have helped

cut unemployment and substantially reduced the duality of the labor

market, with the share of temporary contracts having declined in recent

years (see: "

," Sept. 4, 2025).

Political risk persists although the government coalition is likely to

remain. Since the 2023 general elections, the PSOE leads a fragile

minority government coalition with the left-wing Sumar and parliamentary

support from several regional and left-wing parties. Recent corruption

allegations involving members close to the government have escalated

political risks. While the opposition lacks the absolute majority required for

a no-confidence vote--the only way it to oust the government and call snap

elections--successive scandals leave the coalition vulnerable ahead of the

2026 budget.

Spain's political deadlock constrains policy impetus. No budget has

been passed since 2023, leaving fiscal adjustment modest despite strong

economic growth. The government has introduced some revenue

measures, including The Organisation for Economic Co-operation and

Development-aligned corporate tax reform and reforms tied to the NGEU.

Policy momentum has instead focused on concessions to regional

parties--such as the amnesty law for Catalan secessionist leaders and

regional debt relief--to preserve the support to the government coalition.

Flexibility and performance profile: Stronger external financial

position, modest budget deficit reduction

Europe's Strengthening Labor Market: An Economic Gear

Shift

Spain Upgraded To 'A+' On Strengthening External | S&P Global Ratings https://www.spglobal.com/ratings/en/regulatory/article/-/view/sourceI...

5 of 24 12/15/2025, 6:01 PM



The private sector-led improvement of Spain's external financial

position is the main factor for the upgrade. Narrow net external debt--

our key measure of external indebtedness, excluding nonfinancial sector

assets--fell below 150% of current account receipts in 2024 and is set to

fall just below 130% in 2028. This reflects a secular external deleveraging

that began after the sovereign debt crisis, when Spanish companies and

banks reoriented toward external markets. It brought the current account

into a surplus position and reduced the recourse to external debt amid

difficult financial conditions. The trend accelerated following the temporary

setback during the pandemic and was reaffirmed in 2024, even as the

inflation-driven boost to the denominator faded, underscoring the structural

nature of the adjustment. Persistent current account surpluses will support

further balance-sheet strengthening. While lower policy rates have eased

financing conditions, we do not yet anticipate a new leveraging cycle,

although over the longer term, companies and households could gradually

return to external borrowing after years of restraint.

Robust current account surpluses are expected to persist in

2025-2028, given that U.S. tariffs will have limited direct impact on

Spain's external accounts. In 2024, Spain's current account surplus rose

to 3.0% of GDP (from 2.7% in 2023), driven by a surplus in nonenergy

goods, reflecting competitiveness and diversification, booming services,

and a lower energy bill. As a services-oriented economy, Spain is less

exposed to U.S. tariffs on the EU, with trade with the U.S. representing just

above 4% of GDP and is declining, limiting direct vulnerability. The greater

risk lies in indirect channels--global supply chain disruptions and

uncertainty that could dampen services exports. Higher import prices and

weaker eurozone demand may also weigh modestly on exports.

Diversification into nontourism services further supports our expectation of

sustained current account surpluses, averaging above 2% of GDP through

2025-2028.

Spain's weak spot remains its budgetary position. In the absence of a

budget since 2023, Spain has been rolling the spending cap (techo de
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gasto), limiting room to adjust spending. Some items, such as pensions

and social benefits, rise automatically as they are indexed to inflation.

Exceptional outlays have been passed via royal decree-laws and

extraordinary credits--effective immediately but subject to parliamentary

validation--covering the €16.6 billion DANA storm aid package (partly EU-

financed), €700 million for the region of Valencia, and extra defense

credits.

As a result, Spain's budget deficit reduction is modest compared

with some peers that consolidated their public finances more

resolutely. The budget deficit declined to 3.2% of GDP in 2024 from 3.5%

in 2023 and is expected to slowly narrow to 2.6% of GDP by 2028. The

bulk of the improvement owes to robust growth in government revenue,

boosted by strong economic growth, rather than significant discretionary

fiscal consolidation measure like in Portugal or Greece. There is a strong

uncertainty on whether the government will manage to get the 2026

budget through parliament. We believe that Spain has not been fully taking

advantage of the economic expansion to improve its budgetary position via

a more resolute reduction in budget deficits and government debt to

restore its fiscal buffers in the face of the rising pressures emanating from

spending on defense, age-related social security items (e.g., pensions,

health care, and long-term care), and rising costs of adverse climate

events.

The high gross government debt-to-GDP ratio will decline slowly. By

2028, we forecast it will fall to 97% of GDP, still above its prepandemic

level, from 99% in 2025. In net terms, the trend is similar, with net

government debt dropping to 87% of GDP in 2028 versus 90% in 2024.

This trajectory is slower than that of other high-debt sovereigns in the

eurozone, such as Portugal, Greece, and Cyprus, especially in view of

Spain's robust nominal growth, but it compares favorably with that of

France and Belgium, where the government debt-to-GDP ratio is set to

stagnate or increase slightly. If implemented, the government's announced

partial absorption of regional debt would not affect the sovereign's
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creditworthiness because we already incorporate it in our general

government debt perimeter, but it could positively affect some Spanish

regions (see "

," Feb. 26, 2025). The higher cost of debt triggered by the

European Central Bank's (ECB's) monetary tightening increased Spain's

interest bill to 2.6% of GDP in 2025. The increase in the average cost of

debt since 2022 has been quite steep, but the pass-through to interest

payments relatively gradual, given the eight-year average maturity on

outstanding debt.

We believe the ECB's current rate cycle has likely bottomed out at

2%. Considering fiscal stimulus packages and persistent labor market

tightness, the ECB may need to raise rates again, potentially in early 2027,

to keep inflation on target. If inflation decreases below the target for a short

time--for example, due to lower energy prices and an appreciation of the

euro--we expect the ECB would not take immediate rate actions.

Banking sector risks are limited, in our view. The Spanish private

sector's moderate indebtedness after years of deleveraging, lower

financing costs, solid economic growth prospects, and prudent lending will

keep asset quality under control. Nonperforming assets fell to 4.3% at

end-2024, the lowest in a decade, and are expected to remain stable, with

credit costs at 40-45 basis points of loans in 2025-2027. Despite rising real

estate prices and limited new supply, we do not see housing as a source of

systemic risk, unlike in the booming years of the 2000s. Banks' funding

profiles are strong, with household deposits more than covering loan

books, making them net external creditors. Profitability has improved with

higher rates and is set to remain solid, supported by loan growth, hedging

strategies, and leaner cost structures.

Spain--Selected Indicators

2019 2020 2021 2022 2023 2024 2025bc

Spanish State Lays Out Proposal For Regional Debt

Absorption
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Economic

indicators (%)

Spain Upgraded To 'A+' On Strengthening External | S&P Global Ratings https://www.spglobal.com/ratings/en/regulatory/article/-/view/sourceI...

9 of 24 12/15/2025, 6:01 PM



External

indicators (%)
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Fiscal

indicators

(general

government %)
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Monetary

indicators (%)
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Spain--Rating Component Scores

Key rating

factors
Score Explanation
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In accordance with our relevant policies and procedures, the Rating

Committee was composed of analysts that are qualified to vote in the

committee, with sufficient experience to convey the appropriate level of

knowledge and understanding of the methodology applicable (see

"Related Criteria"). At the onset of the committee, the chair confirmed that

the information provided to the Rating Committee by the primary analyst

had been distributed in a timely manner and was sufficient for Committee

members to make an informed decision.

After the primary analyst gave opening remarks and explained the

recommendation, the Committee discussed key rating factors and critical

issues in accordance with the relevant criteria. Qualitative and quantitative

risk factors were considered and discussed, looking at track-record and

forecasts.

The committee's assessment of the key rating factors is reflected in the

Rating Component Scores above.

The chair ensured every voting member was given the opportunity to
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articulate his/her opinion. The chair or designee reviewed the draft report

to ensure consistency with the Committee decision. The views and the

decision of the rating committee are summarized in the above rationale

and outlook. The weighting of all rating factors is described in the

methodology used in this rating action (see "Related Criteria").

Ratings List

Ratings list

Upgraded

To From

Spain

Fondo de Amortizacion del Deficit Electrico

Ratings Affirmed

Spain
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This unsolicited rating(s) was initiated by a party other than the Issuer (as

defined in S&P Global Ratings’ policies). It may be based solely on publicly

available information and may or may not involve the participation of the

Issuer and/or access to the Issuer’s internal documents and/or access to

management. S&P Global Ratings has used information from sources

believed to be reliable based on standards established in our policies and

procedures, but does not guarantee the accuracy, adequacy, or

completeness of any information used.

Certain terms used in this report, particularly certain adjectives used to

express our view on rating relevant factors, have specific meanings

ascribed to them in our criteria, and should therefore be read in

conjunction with such criteria. Please see Ratings Criteria at https://

disclosure.spglobal.com/ratings/en/regulatory/ratings-criteria for further

information. A description of each of S&P Global Ratings' rating categories

is contained in "S&P Global Ratings Definitions" at https://

disclosure.spglobal.com/ratings/en/regulatory/article/-/view/

sourceId/504352. Complete ratings information is available to

RatingsDirect subscribers at www.capitaliq.com. All ratings referenced

herein can be found on S&P Global Ratings' public website at

www.spglobal.com/ratings.

Disclosures include requirements relating to press releases or reports

published in accordance with Article 10(1), 10(2), and 10(5), and Annex I,

Section D, I, 1, 2, 2a, 4, and 5. These requirements are available by rating

via the link titled "Regulatory Disclosure" and include, but are not limited to:

Regulatory Disclosures For Each Credit Rating Including Ratings List

Table

Spain Upgraded To 'A+' On Strengthening External | S&P Global Ratings https://www.spglobal.com/ratings/en/regulatory/article/-/view/sourceI...

20 of 24 12/15/2025, 6:01 PM



No content (including ratings, credit-related analyses and data, valuations,

model, software, or other application or output therefrom) or any part

thereof (Content) may be modified, reverse engineered, reproduced, or

distributed in any form by any means, or stored in a database or retrieval

system, without the prior written permission of Standard & Poor’s Financial

Services LLC or its affiliates (collectively, S&P). The Content shall not be

used for any unlawful or unauthorized purposes. S&P and any third-party

providers, as well as their directors, officers, shareholders, employees, or

agents (collectively S&P Parties) do not guarantee the accuracy,

completeness, timeliness, or availability of the Content. S&P Parties are

not responsible for any errors or omissions (negligent or otherwise),

regardless of the cause, for the results obtained from the use of the
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Content, or for the security or maintenance of any data input by the user.

The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM

ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING,

BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY

OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM

FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE

CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED, OR THAT

THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR

HARDWARE CONFIGURATION. In no event shall S&P Parties be liable

to any party for any direct, indirect, incidental, exemplary, compensatory,

punitive, special or consequential damages, costs, expenses, legal fees, or

losses (including, without limitation, lost income or lost profits and

opportunity costs or losses caused by negligence) in connection with any

use of the Content even if advised of the possibility of such damages.

Some of the Content may have been created with the assistance of an

artificial intelligence (AI) tool. Published Content created or processed

using AI is composed, reviewed, edited, and approved by S&P personnel.

Credit-related and other analyses, including ratings, and statements in the

Content are statements of opinion as of the date they are expressed and

not statements of fact. S&P’s opinions, analyses, and rating

acknowledgment decisions (described below) are not recommendations to

purchase, hold, or sell any securities or to make any investment decisions,

and do not address the suitability of any security. S&P assumes no

obligation to update the Content following publication in any form or format.

The Content should not be relied on and is not a substitute for the skill,

judgment, and experience of the user, its management, employees,

advisors, and/or clients when making investment and other business

decisions. S&P does not act as a fiduciary or an investment advisor except

where registered as such. While S&P has obtained information from

sources it believes to be reliable, S&P does not perform an audit and

undertakes no duty of due diligence or independent verification of any

information it receives. Rating-related publications may be published for a
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variety of reasons that are not necessarily dependent on action by rating

committees, including, but not limited to, the publication of a periodic

update on a credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to

acknowledge in one jurisdiction a rating issued in another jurisdiction for

certain regulatory purposes, S&P reserves the right to assign, withdraw, or

suspend such acknowledgement at any time and in its sole discretion.

S&P Parties disclaim any duty whatsoever arising out of the assignment,

withdrawal, or suspension of an acknowledgment as well as any liability for

any damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other

in order to preserve the independence and objectivity of their respective

activities. As a result, certain business units of S&P may have information

that is not available to other S&P business units. S&P has established

policies and procedures to maintain the confidentiality of certain nonpublic

information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses,

normally from issuers or underwriters of securities or from obligors. S&P

reserves the right to disseminate its opinions and analyses. S&P's public

ratings and analyses are made available on its Web sites,

 (free of charge), and

 (subscription), and may be distributed through

other means, including via S&P publications and third-party redistributors.

Additional information about our ratings fees is available at

.

Any Passwords/user IDs issued by S&P to users are single user-dedicated

and may ONLY be used by the individual to whom they have been

assigned. No sharing of passwords/user IDs and no simultaneous access

via the same password/user ID is permitted. To reprint, translate, or use

the data or information other than as provided herein, contact S&P Global

www.spglobal.com/ratings

www.ratingsdirect.com

www.spglobal.com/usratingsfees
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Ratings, Client Services, 55 Water Street, New York, NY 10041; (1)

212-438-7280 or by e-mail to: .research_request@spglobal.com
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