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Euro Area: Gross Domestic Product ~—C25

Real Gross Domestic Product for Euro Area
(GDP Adjusted for Inflation)
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https://fred.stlouisfed.org/graph/?g=1Eql9

Euro Area: Unemployment —C25

Unemployment Rate, Euro Area
| 4

|2
|0

Unemployment rate
2025 Jan.: 6.2%

O NN A~ O

O NS LS LA O N DY BB LB S NS
O V" N NN " " NNV RN NIRRT AT

Source: Eurostat

Euro Challenge 2025 3 Spain and the Future of Growth and Competitiveness


https://ec.europa.eu/eurostat/databrowser/view/PRC_HICP_MANR__custom_423086/bookmark/line?lang=en&bookmarkId=6f2a5933-7185-4e78-b8eb-3f93c1436a24

Euro Area: Inflation ~—C25
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https://ec.europa.eu/eurostat/databrowser/view/PRC_HICP_MANR__custom_423086/bookmark/line?lang=en&bookmarkId=6f2a5933-7185-4e78-b8eb-3f93c1436a24

Euro Area: Monetary Policy ~_C25
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https://www.nytimes.com/2025/03/06/business/ecb-interest-rates.html

FINANCIAL TIMES
Spanish growth soars as Eurozone stumbles

BB
How Spain's economy became the envy
of Europe
"t Reuters
Spain's economy outperforms euro zone
in 2024
THE WALL STREET JOURNAL.

Spanish Unemployment Declines
Further as Economy Shines

Euro Challenge 2025 o Spain and the Future of Growth and Competitiveness



Spain: Inflation

-C25

HICP Inflation Rate for Spain

HICP Inflation Rate in EU, Jan. 2025
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Slightly Higher than most of EU
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https://fred.stlouisfed.org/graph/?g=1EjVq
https://ec.europa.eu/eurostat/databrowser/bookmark/4a1fbab0-a687-4f3f-bf0f-e2e93b5e51f9?lang=en

Spain: Unemployment —C25

Unemployment Rate for Spain Unemployment Rate in EU, Jan 2025
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https://fred.stlouisfed.org/graph/?g=1EjSN
https://ec.europa.eu/eurostat/databrowser/bookmark/37d81723-6acb-4205-9d33-f099a30cfb0a?lang=en

Spain: Real GDP and GDP per Capita Growth
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Aggregate Real GDP growth for Spain:

2024

Higher than most of EU
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Per capita real GDP growth:
2024:2.3%
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https://ec.europa.eu/eurostat/databrowser/view/sdg_08_10/default/bar?lang=en
https://ec.europa.eu/eurostat/databrowser/view/sdg_08_10/default/bar?lang=en
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Current Spanish
growth is shiny like a
New sports car.

But was Is driving
that growth under
the hood?

Euro Challenge 2025 10 Spain and the Future of Growth and Competitiveness



Spain: Rise in Government Spending per Capita ~C25

Real GDP per capita and Gov. Spending per capita, Spain

(Euros of 2022)
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GDP per Capita in Spain Relative to Eurozone ~C25

Real GDP per capita for Spain
(Eurozone GDP per capita=100)
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Spalin almost converged to Eurozone
GDP per capita level prior to Global
Financial Crisis, but diverged after.
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Decomposing GDP per Capita

-C25

GDP B GDP Hours Worked Employment
Population ~ Hours Worked Employment Population
GDP
per = Productivity X Hours per worker X Employment rate
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Source: Eurostat

Spaln relative to Eurozone

Lower Productivity Higher hours worked
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(Eurozone =100)

Lower employment rate
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Focal Areas for Growth in Spain ~C25

%‘x\ | abor Market
FEducation
INnNnovation

Business Environment
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Youth Participation

Low and declining rate In
youth participation.
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https://data.worldbank.org/indicator/SL.TLF.ACTI.1524.NE.ZS?locations=ES-FR-DE-US-XC-OE

Youth Unemployment

Very high youth unemployment
rates, but has recently declined.

JOBLESS
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Youth Unemployment Rate
(15-24 years old)

60
N\
50 / \\
/N N / \
40 \ N / -
\ \_/\
\'\ /. \ >
30 | VAT NI / P ~-Spain
2N A ~_ \' R
A - / \xx ....... N7 N
20 - R 2 \'§:;:><;/ :2(:\ <é% X7 TN France
NS Euro Area
I O --\.\.~. PP L S /./ TNl .
~ T T T 7T Germany
1985 1990 1995 2000 2005 2010 2015 2020
Source: World Bank
17 Spain and the Future of Growth and Competitiveness


https://data.worldbank.org/indicator/SL.UEM.1524.NE.ZS?end=2023&locations=ES-FR-DE-XC&start=1983

Overqualification —C25

Overgualification Rate in EU Countries, 2022
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Notes: Data for 2022. Employed workers aged 20 to 64 years with higher (tertiary) education
who do not work in occupations associated a priori with this qualification level (executives,
scientists, intellectuals and technicians).

Source: Caixa Bank Research based on data from Eurostat
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https://www.caixabankresearch.com/en/economics-markets/labour-market-demographics/changes-educational-level-spanish-workers

Brain Drain

INn recent years around 10% of
doctorates were living outside
of Spain.
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Doctorates from Spain living abroad
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https://xartecsalut.com/wp-content/uploads/2022/03/2022-Xartec-Salut-Brain_Drain_-.pdf

Brain Drain by Discipline

Over 50% of the Spanish PhDs
living abroad are in fields
cruclal for innovation:

Sciences, health, and
engineering.

Euro Challenge 2025

-C25

Spanish PhD researchers living
abroad per branch of studies (2020)
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https://xartecsalut.com/wp-content/uploads/2022/03/2022-Xartec-Salut-Brain_Drain_-.pdf

Labor Market Mismatch —C25

High demand in Spain for workers in IT, Operations, and Front Office.
Problem solving and Teamwork ability highly demanded soft skills.

Top Five In-Demand Roles Top Five Soft Skills
Whoever holds the talent holds the future. These are the As every aspect of life becomes more tech enabled,
most sought-after professions by employers globally. human strengths stand out in the digital age.

1 @ 1 RESILIENCE & ADAPTABILITY SKILLS

9 OPERATIONS & LOGISTICS

9 CUSTOMER FACING & FRONT OFFICE &)

Sw @

Source: Man Power Group

High levels of unemployment, overqualification and brain drain in Spain are a
conseguence of mismatch between demand and supply in the labor market.
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https://go.manpowergroup.com/hubfs/Talent%20Shortage%202022/MPG_2022_TS_Infographic-Spain.pdf
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Hours of Schooling -C25

Hours per Year of Compulsory Education
INn Public Schools (2022)

(Primary and Lower Secondary)
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https://www.oecd.org/en/publications/pisa-2022-results-volume-i-and-ii-country-notes_ed6fbcc5-en/spain_f1a3afc1-en.html

Test Scores

Spaln does worse than the
OECD average in Reading, Math
and Science PISA scores
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D|SA Test Results
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https://www.oecd.org/en/publications/pisa-2022-results-volume-i-and-ii-country-notes_ed6fbcc5-en/spain_f1a3afc1-en.html

For/lgn Language Skills ~-C25

J

People aged 25-64 years reporting they
knew one or more foreign languages (2022)
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INn Spain only 56% of people
report kKnowing one or more
foreign languages.
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https://ec.europa.eu/eurostat/statistics-explained/index.php?action=statexp-dc-display&title=Foreign_language_skills_statistics

Drop-Out Rates

High fraction of students
dropping of out school than
INn the EU, although the gap
IS decreasing.

Percent
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Share of early leavers from education and training
(18-24 year-olds)
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https://op.europa.eu/webpub/eac/education-and-training-monitor/en/country-reports/spain.html
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The Future of Growth and Prosperity in Europe ~C25

Mario Draghi on Competitiveness and Growth:

“The innovation gap Is at the root of Europe’s slowing productivity
growth relative to the US. So, we must bring innovation back to
Europe — and the report proposes to do so through reforming the
whole innovation ecosystem.”

"EU companies spent around EUR 270 billion less on R&D than
thelr US counterparts in 2021, largely because we have a static @’
iIndustrial structure dominated by the same companies and . o

technologies as decades ago.” '

-_—
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Research and Development Expenditures ~C25

Lower iInvestment in R&D In Spain
than the EU average and many EU
countries.

Euro Challenge 2025
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Source: OECD from data by Eurostat, World Bank.

Spain and the Future of Growth and Competitiveness


https://www.oecd.org/content/dam/oecd/en/publications/reports/2024/12/oecd-capital-market-review-of-spain-2024_0c46585b/478ec2f5-en.pdf

R&D by Private Firms

- U

Source: European Commission

op 800 Investors (2023)

-C25

Private firms in Spain do not spend on R&D as much as their European counterparts.
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https://iri.jrc.ec.europa.eu/data

R&D Expenditure by Government

Spain’'s government spends less in R&D
than EU and many similar countries.

Euro Challenge 2025
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Government budget allocations for R&D
(2020, Percent of GDP)
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https://ec.europa.eu/eurostat/databrowser/bookmark/c4ce8d80-9e91-4684-8a6f-104624a60bb7?lang=en
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Environment




Ease of Doing Business —C25

Rankings on Doing Business
Firms have a hard time >pain, 2020

opening, operating and e °

growing businesses in Spain.

World Bank ranks Spain 30th in the world
97th on difficulty to opening business,

S80th for access to credit.
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Business

Topic Scores

my,
I' 86.9\l
) XX 4

Source: World Bank

Euro Challenge 2025 35 Spain and the Future of Growth and Competitiveness


https://archive.doingbusiness.org/en/data/exploreeconomies/spain#DB_sb

Business Framework ~C25

Entrepreneurial Framework Conditions - Spain, 2023

Entrepreneurial Finance
Cultural and Social Norms 5 Governmental Policies: Support and Relevance

Physical Infrastr

« . \ / Government Policies: Taxes and Bureaucracy
Conditions for successful i \

entrepreneurship in Spain

Spal

Internal Market Burdens or Entry Regulation —e——e e o Government Entrepreneurship Programs

are not as good as in the EU. / NS
.
Internal Market Dynamics. \ I Entrepreneurial Education at School Stage
e
Commercial and Legal Infrastructun' Entrepreneurial Education at Post School Stage
R&D Transfer

Source: Global Entrepreneurship Monitor
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https://www.gemconsortium.org/economy-profiles/spain-2

Government Effectiveness and Regulatory Quality -C25

World Governance Indicators - Spain
Government Effectiveness
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https://www.worldbank.org/en/publication/worldwide-governance-indicators/interactive-data-access

Financing for Small Firms —C25

Use of Financial Instruments by Small and
Micro-sized Enterprises in Spain (2021)

t Business loanfromabank |
Leasing
Invoice discounting
Trade credit

50% Of SMa ‘ | Debt  \Working capital facilities 16.9%
Corporate bonds 13.9%

businesses use Factoring R 11.6%
credit from banks S E—— 10.6%

Sustainable bonds or loans 1.6%

27 4%
20.8%
19.8%

Ve 'y few firms use Equity Venture capital 2.1% §
equity for financing. (S a0 W s s e e s GON )

“Initial coin offering T 1.4%

Crowdfunding EREREE 5.0%
Other Derivatives B 3 1%
Initial coin offering £l 1.4%

Source: OECD from data from Bank of Spain; “OECD Capital Market Review of Spain 2024”
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https://www.oecd.org/en/publications/oecd-capital-market-review-of-spain-2024_478ec2f5-en/full-report/assessment-and-recommendations_28f3ca3e.html#section-d1e3020-5744cfc14b

Low Entrepreneurial Activity ~C25

-Ntrepreneurship - Spain, 2023

Total early-stage Entrepreneurial Activity (TEA)

Compared to UE, Spain has

Spain

lower total early-stage o 2 4 6 8 10 12

entrepreneurial activity,
Established Business Ownership Rate

lower established business Spain

ownership rate. o 1 2 3 4 5 6 7

Source: Global Entrepreneurship Monitor
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https://www.gemconsortium.org/economy-profiles/spain-2

Size of Firms

-raction of Firms by Size
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Source: Bank of Spain

Higher fraction of small firms In
Spaln than Germany or France.
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-raction of Revenues by Firm Size
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Large firms account for most of
total revenues In Spain and the EU.
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https://www.bde.es/wbe/es/areas-actuacion/central-balances/bases-de-datos-y-aplicaciones/base-de-datos-bach/
https://www.bde.es/wbe/es/areas-actuacion/central-balances/bases-de-datos-y-aplicaciones/base-de-datos-bach/
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Reforms to Raise Efficiency in Gov. and Economy ~C25

o'
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Reform curriculum at all levels to be more engaging and problem-solving oriented:

Collaboration between firm’'s experts and education experts to create case
studies for each field to be pooled and selected by teachers in classroomes.

Reform

R&

D funding process for higher ef

iciency and focus on strategic tech.:

Prioritize strategic technologies (Al and green tech.) and make selection

process for R&D funding and grants more efficient and transparent.

Reform regulations to reduce red-tape and hurdles to grow firms:

Implement national level regulations to govern firms operations and equity
ralsing, rather than at the current provincial level.

40

% Labor market will get big boost with above changes
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