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The price of the new economic equilibrium

The international economy once again conveys a sense of uneasy calm at the start of the final quarter of the year. 
The combination of oil prices close to 100 dollars, fragile fiscal outlooks in countries such as France and the US, high 
investment needs, structurally higher real interest rates and more sensitive short-term inflation expectations creates 
a highly challenging scenario. It is true that economic activity continues to show surprising resilience in the face of 
accumulating supply-side disruptions. However, the tightening of financial conditions, caused by the significant 
upward shift in the interest rate curve, poses a new challenge for the coming quarters.

In this context, central banks will once again take centre stage in economic policy – nothing new under the sun – as 
they are forced to move interest rates into more restrictive territory to rebalance supply and demand and minimise 
the risk of second-round effects. And this is with the awareness that there is little they can do about the direct 
impact on inflation of rising oil prices caused by supply restrictions: neither the Fed nor the ECB can produce an 
additional barrel of crude by raising interest rates. The real difficulties begin when the energy disruption threatens 
to spread to other prices, alter expectations, and affect wages, corporate margins and pricing mechanisms. The 
challenge, therefore, will be how monetary conditions can be tightened in a controlled manner so as to protect the 
inflation target without unnecessarily penalising economic activity or jeopardising financial stability.

Right now, although it is still too early to have a clear picture, the cost to growth of the current interest rate hikes 
ought to be compatible with a slowdown in activity without triggering a recession. This outlook is supported by the 
fact that much AI-related investment is less sensitive to financing costs, as well as the strength of labour markets and 
private sector balance sheets. However, this resilience conceals a paradox: if the economy is less responsive to 
monetary tightening because the traditional transmission channels have weakened, central banks may be forced to 
keep interest rates higher for longer in order to achieve the same effect on demand. This could be a particularly 
narrow path if, as now seems likely, equilibrium interest rates are significantly above the levels of the previous decade.

And there are reasons to think this may be the case. The enormous investment needs related to AI, defence, the 
energy transition and infrastructure are increasing the demand for capital. If savings do not increase at the same 
rate, the result should be a higher equilibrium real interest rate. Thus, what we still view as an anomaly, influenced 
by an exceptional decade of near-zero or even negative rates, could actually be the emergence of a new normal.  
In the short term, the investment race in data centres, semiconductors, power generation and networks is 
simultaneously increasing the demand for capital and energy, which is pushing real interest rates upwards and 
complicating the disinflation process. In the medium term, however, if these investments ultimately yield the 
expected productivity gains, AI would expand the economy’s supply capacity and have disinflationary effects.  
The investment is happening today; the productivity will come tomorrow. The big question is how long it will take 
to arrive and with what intensity.

Time is thus an essential factor, both for the positive effects of AI to materialise and for absorbing the new supply 
disruption. And this is precisely where one of the main risks of the current scenario lies: investors may start to doubt 
the possibility of an «immaculate disinflation», meaning a return of inflation to central banks’ targets with minimal 
costs in terms of growth and employment. In that case, the seemingly calm coexistence between rising bond yields 
and stock markets near their peaks would also be tested. 

Ultimately, the debate should perhaps not focus solely on identifying the interest rate threshold beyond which 
financial instability may increase, but rather on determining what level of rates is compatible with the new balance 
between savings and investment, inflation and growth. Higher interest rates do not necessarily represent only the 
cost of correcting past fiscal and monetary imbalances. They may also be, at least in part, the price to pay for 
financing future transformations – a future where vast amounts of capital will need to be mobilised in a world of 
greater trade, geopolitical and financial fragmentation. Establishing the price of this new economic equilibrium will 
be one of the main tasks for the markets in the coming months. As with any regime change, not everyone will be 
equally prepared to pay for it.

José Ramón Díez 
October 2026
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Chronology

SEPTEMBER 2026

12	� The ECB raises interest rates by 25 bps, setting the 
deposit rate at 2.50%.

16	� The Fed raises interest rates by 25 bps, setting the 
target range for the fed funds rate at 3.75%-4.00%.

18	� The Bank of Japan raises interest rates by 25 bps, 
setting the benchmark rate at 1.25%.

AUGUST 2026

12	� Europe experienced its hottest June-July period on 
record in 2026, according to analysis by the EU’s 
Copernicus Programme.

JUNE 2026

11	� The ECB raises interest rates by 25 basis points, 
increasing the depo rate from 2.00% to 2.25%.

18	� The US and Iran sign a memorandum of understanding 
agreeing to a ceasefire and the opening of the Strait of 
Hormuz.

MAY 2026

22	� Kevin Warsh is sworn in as Fed Chair and is elected 
Chairman of the FOMC.

APRIL 2026

1-10	� The Artemis II mission travels to the Moon and 
reaches 406,771 km, the greatest distance from 
Earth ever achieved by a manned mission.

MARCH 2026

11	� The International Energy Agency agrees to release 400 
million barrels of strategic reserves to mitigate the 
impact of the war in the Middle East.

Agenda
OCTOBER 2026

  1	� Portugal: public debt (August).
  2	� Spain: registration with Social Security and registered 

unemployment (September).
     	 Euro area: CPI flash estimate (September).
  8	� Spain: financial accounts (Q2).
  9	� Portugal: international trade (August).
15	 European Council meeting.
19	 China: GDP (Q3).
26	 Spain: loans, deposits and NPL ratio (August).
27	 Spain: labour force survey (Q3).
   	 Portugal: loans and deposits (September).
27-28	 Federal Open Market Committee meeting.
29	 Portugal: employment and unemployment (September). 
    	 Euro area: Economic Sentiment Indicator (October).
   	 Governing Council of the European Central Bank meeting.
   	 US: GDP (Q3).
30 	Spain: GDP flash estimate (Q3).
     	 Spain: CPI flash estimate (October).
    	 Spain: DBRS rating. 
   	 Portugal: GDP flash estimate (Q3).
   	 Portugal: CPI flash estimate (October).
  	 Euro area: GDP (Q3).

NOVEMBER 2026

  2	� Portugal: public debt (Q3).
  4	� Spain: registration with Social Security and registered 

unemployment (October).
     	 Portugal: employment (Q3).
     	 Euro area: CPI flash estimate (October).
  6	� Spain: industrial production (September).
13	� Portugal: labour cost (Q3).
16	 Japan: GDP (Q3).
17	 Spain: foreign trade (September).
19	 Portugal: balance of payments (September).
24	 Spain: loans, deposits and NPL ratio (September).
27	 Spain: CPI flash estimate (November). 
    	 Euro area: Economic Sentiment Indicator (November). 
30 	Portugal: GDP breakdown (Q3).
     	 Portugal: CPI flash estimate (November).
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The new priorities of the post-pandemic economy

Economic activity fluctuates throughout the cycle, but its 
components do not do so with the same intensity. Some 
aspects, such as the consumption of essential goods, tend 
to be relatively stable. Others are much more sensitive to 
economic conditions, whether due to their high cost or 
because their benefits materialise over time and depend 
on the future state of the economy. This is the case with 
investment and the consumption of durable goods: they 
are usually the first to recover when the outlook improves 
and the ones that advance the most when the expansion is 
consolidated.

Today, despite the challenging international context and 
the energy shock, both of these variables clearly indicate 
that the Spanish economy remains in an expansionary 
phase. In the second quarter, gross fixed capital formation 
grew by 1.4% quarter-on-quarter in real terms, and 
spending on durable goods increased by 1.6%; in both 
cases, more than double the rate of GDP. However, the 
factors driving them differ from those of previous 
expansionary cycles. The pandemic and technological 
change have left a clear mark on both investment and 
consumption.

Since the outbreak of the pandemic,  household 
consumption has grown by an average of 2.0% annually 
in real terms, almost in line with its historical rate and the 
growth of the overall economy. The consumption of 
durable goods, in contrast, has grown at double that rate: 
4.0% annually. The National Statistics Institute’s recent 
update of the non-financial accounts allows us to identify 
which factors are driving this dynamism. In the post-
pandemic expansion, durable goods related to leisure, 
such as caravans and motorhomes, camping equipment 
and home gym equipment, have taken centre stage. 
Spending on these products has grown by an average of 
21.1% annually, nearly four times the historical average. 
The increased spending on leisure is also evident in the 
rapid growth of recreational services – such as gyms and 
amusement parks – as well as cultural services – cinema, 
theatre and concerts – and accommodation services – 
hotels and campsites. In real terms, these items have 
grown by an average of 10.3%, 16.1% and 23.4% annually, 
respectively. 

Technology is another distinctive feature of household 
spending decisions in this cycle. Spending on computer 

and communications equipment has continued to grow at 
a high rate of 12.4% annually, which is very close to its 
historical average. In contrast, spending on household 
tools and appliances has lost the prominence it had in 
previous cycles and has remained practically stagnant.

Another distinctive feature of the current expansion is the 
trend in non-durable goods consumption, which has fallen 
by 5.0% in real terms since the outbreak of the pandemic. 
This is an unusual pattern: while this component typically 
shows limited movement, it tends to grow during periods 
of prosperity. This time, the rising cost of various products, 
especially food, has led households to reduce the quantities 
they consume. Since 2019, fruit consumption has fallen by 
16.8%, bread by 10.6%, meat by 6.2%, and fish by 8.2%. 
This has been partially offset by higher spending in  
bars and restaurants. However, it should also be noted  
that these declines are occurring in a context of population 
growth. Nevertheless, the rise in prices has led to an 
increase in both nominal spending on food and the 
proportion of household budgets that is allocated to non-
durable goods.

Leisure and technology also stand out when analysing 
investment in the post-pandemic expansionary cycle. 
Information and communications, along with arts, 
recreation and entertainment activities, and general 
government are the sectors that have experienced the 
biggest investment boom, with average annual growth 
rates of 5% or more. Looking at investment by category 
across the economy as a whole, investment in intellectual 
property stands out, having grown by an average of 6.8% 
annually since 2020, 1 point above its historical average. 
Within this category, investment in software and databases 
has increased by 7.2% annually. This dynamism contrasts 
with the weaker momentum shown by investment in 
housing and in transport equipment throughout the cycle, 
although both components have recently gained traction.

The result is an expansion that has now consolidated, but is 
being driven by different elements compared to previous 
cycles, reflecting the new priorities that have emerged in 
recent years. At the same time, the decline in food 
consumption highlights that the improvement of the 
overall economy coexists with significant pressures on 
many household budgets. The expansion is robust, but its 
benefits are not being felt equally.

Oriol Aspachs
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Average for the last month in the period, unless otherwise specified

Financial markets
Average 

2000-2007
Average 

2008-2019
Average  

2020-2023 2024 2025 2026 2027

INTEREST RATES

Dollar

Fed funds (lower limit) 3.18 0.54 1.75 4.25 3.50 4.00 3.50

3-month SOFR 3.62 1.01 2.09 4.37 3.71 4.22 3.72

12-month SOFR 3.86 1.48 2.39 4.19 3.48 4.22 3.77

2-year government bonds 3.70 1.04 2.06 4.24 3.51 4.45 3.75

10-year government bonds 4.69 2.57 2.31 4.40 4.14 5.20 4.60

Euro

ECB depo 2.05 0.20 0.61 3.09 2.00 2.75 2.50

ECB refi 3.05 0.75 1.11 3.24 2.15 2.90 2.65

€STR – –0.54 0.52 3.06 1.93 2.68 2.43

1-month Euribor 3.18 0.50 0.57 2.89 1.92 2.80 2.53

3-month Euribor 3.24 0.65 0.70 2.83 2.05 2.89 2.59

6-month Euribor 3.29 0.78 0.87 2.63 2.14 3.11 2.62

12-month Euribor 3.40 0.96 1.04 2.44 2.27 3.39 2.65

Germany

2-year government bonds 3.41 0.35 0.56 2.02 2.13 3.04 2.40

10-year government bonds 4.30 1.54 0.72 2.22 2.84 3.30 3.00

Spain

3-year government bonds 3.62 1.69 0.92 2.26 2.39 3.44 2.91

5-year government bonds 3.91 2.19 1.07 2.48 2.64 3.59 3.15

10-year government bonds 4.42 3.17 1.61 2.90 3.28 3.80 3.55

Risk premium 11 164 90 68 45 50 55

Portugal

3-year government bonds 3.68 3.33 0.76 2.03 2.16 2.98 2.48

5-year government bonds 3.96 3.94 0.98 2.15 2.49 3.23 2.85

10-year government bonds 4.49 4.67 1.52 2.68 3.14 3.70 3.50

Risk premium 19 314 81 46 31 40 50

EXCHANGE RATES

EUR/USD (dollars per euro) 1.13 1.26 1.12 1.05 1.17 1.17 1.18

EUR/GBP (pounds per euro) 0.66 0.84 0.87 0.83 0.88 0.90 0.90

EUR/JPY (yen per euro) 129.56 126.41 135.43 161.18 182.71 180.00 175.00

OIL PRICE

Brent ($/barrel) 42.3 80.1 73.8 73.1 61.6 83.7 75.9

Brent (euros/barrel) 36.4 62.5 67.0 69.8 52.6 71.8 64.3

  Forecasts
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Change in the average for the year versus the prior year average (%), unless otherwise indicated

International economy
Average 

2000-2007
Average 

2008-2019
Average  

2020-2023 2024 2025 2026 2027

GDP GROWTH1

Global 4.3 3.3 2.8 3.5 3.5 3.0 3.3

Developed countries 2.7 1.5 1.7 1.9 1.9 1.7 1.7

United States 2.7 1.8 2.4 3.0 2.3 2.1 1.9

Euro area 2.3 0.9 1.1 1.1 1.3 1.0 1.4

Germany 1.6 1.3 0.2 0.0 0.3 1.1 1.1

France 2.3 1.0 1.0 1.4 0.9 0.5 0.9

Italy 1.5 –0.3 1.5 0.6 0.7 0.9 0.8

Portugal 1.5 0.4 1.9 2.7 1.9 2.3 1.9

Spain 3.6 0.7 1.1 3.7 2.6 2.6 2.0

Japan 1.4 0.4 0.1 –0.2 1.1 0.8 0.6

United Kingdom 2.8 1.3 1.0 1.0 1.3 1.2 1.1

Emerging and developing countries 6.3 4.9 3.5 4.5 4.5 3.8 4.4

China 10.6 8.0 4.9 5.0 5.0 4.5 4.0

India 7.2 6.7 4.6 7.3 7.5 6.6 6.4

Brazil 3.6 1.6 1.9 3.4 2.3 1.9 1.6

Mexico 2.3 1.5 1.1 1.5 0.5 1.3 1.7

Russia – 1.4 1.5 4.9 1.0 0.7 1.3

Türkiye 5.6 4.6 6.0 3.5 3.7 2.6 3.9

Poland 4.1 3.7 2.6 3.1 3.6 3.1 2.8

INFLATION

Global 4.1 3.7 5.9 5.8 4.1 4.3 3.7

Developed countries 2.1 1.6 3.9 2.6 2.5 3.0 2.5

United States 2.8 1.8 4.5 3.0 2.6 3.3 2.3

Euro area 2.2 1.4 4.2 2.4 2.1 3.0 2.6

Germany 1.7 1.4 4.6 2.5 2.3 2.8 2.5

France 1.9 1.3 3.5 2.3 0.9 2.4 2.3

Italy 2.4 1.4 4.1 1.1 1.6 2.7 2.5

Portugal 3.1 1.1 3.4 2.4 2.3 3.0 2.4

Spain 3.2 1.3 3.7 2.8 2.7 3.4 2.5

Japan –0.3 0.4 1.4 2.7 3.2 2.1 2.0

United Kingdom 1.6 2.3 5.0 2.5 3.4 3.0 2.7

Emerging and developing countries 6.9 5.6 7.3 8.0 5.2 5.6 4.8

China 1.7 2.6 1.4 0.2 0.1 1.0 1.5

India 4.6 7.3 6.0 5.0 2.2 4.1 4.0

Brazil 7.3 5.7 6.4 4.4 5.0 4.5 4.4

Mexico 5.2 4.2 5.6 4.7 3.8 3.8 3.9

Russia 14.2 7.9 7.4 8.5 8.7 6.0 5.2

Türkiye 22.6 9.6 39.5 58.5 34.9 31.5 24.5

Poland 3.5 1.9 8.2 3.7 3.4 3.3 2.7

Note: 1. Figures adjusted for seasonality and calendar effects for the euro area, Germany, France, Italy, Portugal, Spain and Poland. Figures adjusted for seasonality for the United States and the United Kingdom.

  Forecasts
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Portuguese economy
Average 

2000-2007
Average 

2008-2019
Average  

2020-2023 2024 2025 2026 2027

Macroeconomic aggregates

Household consumption 1.8 0.5 1.5 2.9 3.7 2.9 1.9

Government consumption 2.2 –0.3 1.9 3.0 3.7 1.6 1.1

Gross fixed capital formation –0.4 –0.7 3.7 4.7 4.3 5.1 1.7

Capital goods 3.3 2.7 6.3 8.0 3.0 – –

Construction –1.4 –2.4 3.1 3.0 5.4 – –

Domestic demand (vs. GDP Δ) 1.3 0.0 2.0 2.9 3.6 3.3 1.8

Exports of goods and services 5.3 4.0 3.8 3.4 0.0 3.9 3.4

Imports of goods and services 3.6 2.7 3.6 4.1 4.6 5.6 2.4

Gross domestic product 1.5 0.4 1.9 2.7 1.9 2.3 1.9

Other variables

Employment 0.4 –0.4 1.4 1.2 3.2 2.5 1.3

Unemployment rate (% of labour force) 6.1 11.4 6.6 6.4 6.0 5.7 5.7

Consumer price index 3.1 1.1 3.4 2.4 2.3 3.0 2.4

Current account balance (% GDP) –9.2 –2.8 –0.7 2.2 1.2 0.4 0.6

External funding capacity/needs (% GDP) –7.7 –1.5 0.6 3.3 2.7 2.0 1.5

Fiscal balance (% GDP) –4.5 –5.1 –1.9 0.6 0.7 –0.2 –0.4

  Forecasts

Change in the average for the year versus the prior year average (%), unless otherwise indicated

Spanish economy
Average 

2000-2007
Average 

2008-2019
Average  

2020-2023 2024 2025 2026 2027

Macroeconomic aggregates

Household consumption 3.7 0.0 0.4 3.1 3.1 3.0 2.1

Government consumption 4.5 0.9 3.0 3.3 2.4 2.1 2.2

Gross fixed capital formation 5.7 –1.2 0.8 4.9 5.4 4.1 2.5

Capital goods 4.9 0.2 –1.3 3.0 6.1 2.6 2.6

Construction 5.7 –2.6 0.0 5.3 5.0 4.0 2.3

Domestic demand (vs. GDP Δ) 4.4 –0.2 0.9 3.3 3.4 2.8 2.1

Exports of goods and services 4.7 2.9 2.4 3.8 2.6 1.0 2.0

Imports of goods and services 7.0 0.2 1.9 3.3 5.5 1.9 2.4

Gross domestic product 3.6 0.7 1.1 3.7 2.6 2.6 2.0

Other variables

Employment 3.2 –0.5 2.0 2.8 3.1 2.8 1.9

Unemployment rate (% of labour force) 10.5 19.5 13.9 11.3 10.5 9.8 9.3

Consumer price index 3.2 1.3 3.7 2.8 2.7 3.4 2.5

Unit labour costs 3.1 0.6 4.1 3.3 4.1 3.8 3.2

Current account balance (% GDP) –5.8 –0.2 1.2 3.2 2.9 2.3 2.5

External funding capacity/needs (% GDP) –5.2 0.2 2.0 4.5 4.3 3.6 3.9

Fiscal balance (% GDP)1 0.3 –6.5 –6.1 –3.2 –2.4 –2.3 –2.3

Note: 1. Excludes losses for assistance provided to financial institutions.

  Forecasts



7  

FINANCIAL MARKETS | ECONOMIC OUTLOOK

OCTOBER 2026

10

US 31-Aug.
Germany 31-Aug.

US 2-Oct.
Germany 2-Oct.

5.50

5.00

4.50

4.00

3.50

3.00

3.82

3.80

5.62

5.20

2.75

3.25

3.75

4.25

4.75

5.25

5.75

2 years 3 years 5 years 7 years 10 years 15 years 30 years

German and US sovereign yield curves
(%)

Source: CaixaBank Research, based on data from Bloomberg.

60

70

80

90

100

110

120

130

1.5

1.7

1.9

2.1

2.3

2.5

2.7

2.9

3.1

3.3

Jan.-26 Feb.-26 Mar.-26 Apr.-26 May-26 Jun.-26 Jul.-26 Aug.-26 Sep.-26

Inflation swap rates for the next two years
and crude oil prices
(%)

US*
Euro area*
Brent crude (dollars per barrel, right scale)

Note: * Inflation swaps represent the average of the inflation rates expected for the corresponding
month in the next two years.
Source: CaixaBank Research, based on data from Bloomberg.

(Dollars per barrel)

Fed and ECB: interest rate expectations reflected 
in money market implied rates

Fed funds rate - latest (2 Oct.)

Fed funds rate - lower bound
Fed funds rate - (1 Sep.)

ECB Depo rate 
Depo rate - (1 Sep.)
Depo rate - latest (2 Oct.)

1.5

2.0

2.5

3.0

3.5

4.0

4.5

5.0

5.5

Ja
n.

-2
3

A
pr

.-2
3

Ju
l.-

23
O

ct
.-2

3
Ja

n.
-2

4
A

pr
.-2

4
Ju

l.-
24

O
ct

.-2
4

Ja
n.

-2
5

A
pr

.-2
5

Ju
l.-

25
O

ct
.-2

5
Ja

n.
-2

6
A

pr
.-2

6
Ju

l.-
26

O
ct

.-2
6

Ja
n.

-2
7

A
pr

.-2
7

Ju
l.-

27
O

ct
.-2

7
Ja

n.
-2

8
A

pr
.-2

8
Ju

l.-
28

O
ct

.-2
8

Ja
n.

-2
9

A
pr

.-2
9

Ju
l.-

29
O

ct
.-2

9

(%)

Source: CaixaBank Research, based on data from Bloomberg.

Geopolitics and fiscal policy  
weigh on financial markets

The conflict in Iran and long-term fiscal concerns determined 
the course of markets. The blockade of the Strait of Hormuz 
kept energy prices and inflation expectations high, prompting 
interest rate hikes by the ECB, the Fed and the Bank of Japan. 
However, towards the end of the month, ECB and Fed officials 
softened their hawkish rhetoric, which lowered investors' 
expectations for intervention rates over the next 12 months,  
as well as for further rate hikes in October. Expectations 
regarding central bank rates and fiscal concerns drove up 
sovereign yields across major developed economies. In the  
euro area periphery there was a widening of risk premiums,  
led by France. This was driven by the start of negotiations for  
the 2027 budgets and the challenges the French government  
is facing in correcting its deficit. This put pressure on the euro 
(already weighed down by a dollar that capitalised on the Fed's 
rate hike) and on European stock markets, while in the US, 
technology and semiconductors provided some support to  
stock market indices. Higher real interest rates in the US and  
the strength of the dollar also weighed on precious metals by 
eroding their relative appeal as a store of value.

Central banks raised rates but softened their rhetoric towards 
the end of the month. The ECB raised interest rates by 25 bps, 
bringing the depo rate to 2.50%, while the Fed set the fed funds 
rate in the range of 3.75%-4.00%. In both cases, the rate hike 
was justified by persistent inflationary pressures. However, their 
rhetoric softened in the last week of the month. For the ECB, 
Lagarde argued that the economy remains in a scenario of 
«controlled monetary tightening» and highlighted that recent 
market movements, with higher long-term rates, are also 
tightening financial conditions and helping to reduce 
inflationary pressures. In the US, following unexpectedly low  
PCE inflation in August, both Williams (New York Fed) and Vice 
Chair Jefferson advocated taking time to evaluate the economic 
data before deciding on any new adjustments. Investors thus 
began to factor in a lower likelihood of rate hikes in October for 
both central banks (the central scenario is a pause in October) 
and only three more rate increases on both sides of the  
Atlantic (compared to four additional hikes previously priced  
in). Euro area 1 and 2-year inflation swaps fell sharply in the  
final week, although they remained above their August levels 
(anticipating average inflation rates over the next two summers 
of around 3%). 

Sovereign yields rebound sharply and spreads widen in the 
euro area. Long-term sovereign yields reached their highest 
levels in decades, although the dovish tone of central banks at 
the end of the month softened some of the increases. In the US, 
the curve shifted sharply upwards (by about 45 basis points  
on average across the various segments), with 10-year treasuries 
surpassing 5.20%. The curve, flattened for much of the month, 
steepened in the closing days. The rise in short-term rates 
moderated amid lower expectations for Fed rates, while  
rates at the long end of the curve remained strained by fiscal 
concerns, pushing the yield on the 30-year treasury up to its 
highest level since 2002. In the euro area, despite some rate 
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Source: CaixaBank Research, based on data from Bloomberg.
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hikes, investors sought refuge in German debt. This applied 
downward pressure to bund yields, especially at the short-term 
end of the curve, which also favoured a steeper yield curve. On 
the other hand, the French spread widened by more than 50 bps 
to exceed 140 bps, causing some contagion to Italian and Greek 
debt towards the end of the month. Spanish and Portuguese 
debt performed relatively better, with spreads widening by 
around 15 basis points. Despite this increase, they remained  
at comparatively low levels, below their 2024 average.

The Fed's rate hike strengthened the dollar, while the French 
crisis weighed on the euro. The US dollar appreciated against 
its main counterparts during the month (the nominal effective 
DXY index rose 3%), supported by an interest rate hike from  
the Fed, which successfully conveyed to investors a reduced 
tolerance for the current pace of disinflation. Against the euro, 
this movement continued amid a widening of the French 
premium and heightened political uncertainty, leaving the 
EURUSD down more than 3% over the month. The euro also fell 
against the pound and the Swiss franc, with the latter benefiting 
from a flight to safety. On the other hand, the yen, which started 
the month appreciating following interventions by the Japanese 
Ministry of Finance and the US Treasury in the foreign exchange 
market in August, weakened again towards the end of the 
month. Among emerging currencies, also affected by the 
strength of the dollar and high US interest rates, the Mexican 
peso recorded a particularly sharp depreciation of around 8%.

The technology sector widens the gap with other stocks. 
Optimism about AI continued to support the most exposed  
US companies, increasing concentration in the main indices  
as well as divergences with European stock markets. The strong 
performance of semiconductors and the Magnificent 7 allowed 
the S&P500 to end the month almost flat and the Nasdaq-100  
to advance slightly, in what was an overall weak month for stock 
markets. However, market breadth was limited, with the equal-
weighted S&P500, the Dow Jones and the Russell 2000, which 
tracks small-cap firms, all recording losses. In the euro area,  
both regional aggregates and the national indices of the main 
economies recorded setbacks of between 4% and 6%, with 
France's CAC-40 being the worst-performing index. Within  
the pan-European Stoxx 600 index, the automotive sector  
and those most exposed to high interest rates suffered the 
biggest setbacks, while only the energy and technology  
sectors recorded gains for the month.

Oil remained high despite volatility in the past week. After 
reaching 110 dollars per barrel, driven by the conflict in the 
Middle East, crude oil corrected some of its gains after Saudi 
Arabia resumed flows through an alternative pipeline and  
the US partially tapped into its strategic reserves. Nevertheless, 
Brent crude closed above 100 dollars per barrel and rose by 
more than 10% during the period. Gas prices also continued 
to rise, with the Dutch TTF benchmark increasing by nearly  
5% and exceeding 70 euros/MWh, amid the onset of seasonal 
demand in Europe. Precious metals extended their losses 
(around 6% in the case of gold) as their appeal as a safe haven 
diminished in a context of high real interest rates and a stronger 
dollar.
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Global economic outlook and financial conditions: autumn 2026
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Note: Distributions for Brent oil futures for December 2026 and June 2027 implied in options 
prices quoted at the end of September 2026.
Source: CaixaBank Research, internal calculations based on data from Bloomberg.
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only includes the items of the core HICP whose productive sector has a high energy intensity 
(according to data from input-output tables; see the Focus «European inflation: taking 
stock of the Middle East shock» in the MR07/2026).
Source: CaixaBank Research, based on internal calculations and data from Eurostat.
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The conflict in the Middle East and the disruptions  
it is causing continue to set the pace for the global 
economy. To date, economic activity has remained 
resilient and inflationary pressures, although significant, 
have been confined to energy, with no signs of 
substantial indirect effects on other prices. However,  
the persistence of the conflict and its uncertainty have 
led central banks to shift gears and implement the first 
interest rate hikes.

The starting point for our scenario is an environment  
of relatively demanding energy prices. Our forecasts  
are anchored in the oil and gas futures traded on 
financial markets, which as of the closing date of this 
article1

1. Average quotations for the past 14 days up to early September.

 suggest a gradual, albeit incomplete, easing  
over the coming quarters. Specifically, a barrel of Brent 
is expected to reach between 80 and 90 dollars in the 
final quarter of the year and between 75 and 80 dollars 
in 2027, while TTF gas prices are forecast to lie slightly 
below 70 euros for the remainder of 2026, before falling 
towards 40 euros during the course of 2027. This starting 
point is also subject to significant risk. Energy prices 
have shown an ability to ease rapidly if the conflict in 
the Middle East is resolved. However, the closure of  
the Strait of Hormuz is depleting the reserves that have 
cushioned the disruption of flows,2

2. The IEA estimates a drop in the global supply of crude oil of around 
5% in 2026, absorbed in almost equal parts by the consumption of 
inventories and the adjustment of demand.

 and the outlook has 
become more uncertain following the failure to reach  
a resolution over the summer. Thus, markets are pricing  
in a range of oil prices with a wide array of possibilities 
and a clear bias towards the persistence of disruptions 
(see first chart).

Based on the projected path for energy prices, 
economies such as the US and the euro area are likely  
to see inflation surpass 3.5% over the coming months, 
or even approach 4%, driven by energy and especially 
fuels.3

3. The main components of energy inflation are fuels and electricity.  

 From the spring of 2027, inflation should fall 
suddenly 4

4. Due to base effects in energy, as the denominator for year-on-year 
inflation will include the initial months of the conflict.

 and return to levels closer to 2.5%. One of  
the key factors will be whether or not energy inflation 
has spread by then to other prices. For now, the indirect 
effects are limited, and there are several factors that 
suggest they can remain limited in the future: the 
restrictive monetary policy, the less accommodative 
fiscal policy than in the past, and the fact that activity 

So far, the shock has primarily impacted fuels, while transmission delays 
and greater production from renewables (which reduces the role of gas 
as a marginal producer) have mitigated the impact on electricity.

remains resilient but is not booming. Nevertheless, three 
major sources of risk exist, stemming from refined oil 
products (such as diesel, the demand for which covers  
a variety of uses and which is further strained by the war 
in Ukraine and export restrictions), food (rising fertiliser 
costs, extreme weather events), and the threat of 
disruptions to global supply chains (e.g. attacks in  
the Red Sea).

It is the intensification of inflationary risks, linked to a 
longer and more uncertain conflict, that has led central 
banks to raise rates. In the data themselves, underlying 
price pressures have remained virtually unchanged since 
the start of the conflict (see second chart). However, the 
longer the disruptions last, the greater the risk that these 
price pressures could spread to other components, 
causing inflation to gain momentum. This is why both 
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the Fed and the ECB have started to raise rates. 
Furthermore, the resilience of economic activity gives 
both central banks room to tighten monetary policy  
a little more. All this leads us to anticipate that the Fed 
and the ECB will eventually raise rates to 4.00%-4.25% 
and to 3.00%, respectively. However, the improvement 
in inflation during the course of 2027 will likely allow  
for a relatively swift easing of monetary policy.5

5. Markets are pricing in a more aggressive tightening, with higher rates for longer.

 

Economic activity thus faces an outlook with higher 
energy prices, higher interest rates and higher inflation. 
At the same time, financial conditions as a whole are 
less restrictive than they might appear, thanks to the 
counterbalance provided by the strong performance  
of stock markets so far this year and the relative stability 
of exchange rates. Moreover, the AI-related investment 
boom is helping to offset the burden of the conflict in 
the Middle East. So far, economic activity has shown 
resilience: euro area GDP grew at an annualised rate  
of just over 1% in the first half of 20266

6. The euro area has grown at an average annualised quarter-on-quarter rate of 1.3% (1.2% excluding Ireland). Germany has done so at 1.6%,  
Spain at 2.7%, and Italy at 1.0%. France, on the other hand, has contracted at an annualised quarterly rate of 0.3%.

 and that of  
the US, at just under 2%, while China’s GDP remained 
within the 4.5%-5.0% year-on-year range targeted  
by the authorities. Furthermore, in recent months, 
indicators such as the PMIs reveal a recovery in 
sentiment to the highest levels this year, leading us  
to project a continuation of steady economic growth, 
supported by a strong labour market.

There are regional differences behind this picture. The 
euro area is relatively more exposed to the rise in energy 
costs due to its reliance on imported fossil fuels, but it 
benefits from momentum in investment and defence 
spending plans. Furthermore, the periphery’s dynamism 

and Germany’s renewed acceleration contrast with 
France’s stagnation. The greater energy autonomy  
of the US, on the other hand, reduces the direct impact 
of the shock, and US activity is also benefiting 
particularly from the AI boom. Nevertheless, persistent 
inflation and a restrictive monetary policy will also  
act as a brake on domestic demand. China’s economy 
combines weakness in its real estate sector and 
domestic demand with resilience provided by its 
extensive oil inventories and the boost of higher  
value-added goods exports (related to green 
technologies and AI).

All this lays the ground for a challenging, but not 
necessarily negative, outlook. The Middle East, energy 
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disruptions and geopolitical tensions will continue to 
determine the economy’s course, so the outlook could 
change rapidly and in multiple directions. The AI 
investment cycle also presents double-edged risks:  
it could drive growth through increased demand and 
productivity, or it could hinder it if it triggers new 
episodes of financial turbulence.7

7. Recent quarters have already provided some examples: the delicate 
balance between the high stock market valuations related to AI and the 
ambitious corporate earnings expectations, the risk of disruption in 
traditional sectors, and the competition for funding (which is 
contributing to higher sovereign interest rates).

 At the same time,  
we must not forget the environment of high public  
debt and higher interest rates, with increasing scrutiny 
from investors in economies such as France and the US. 
Finally, we must also not forget the trade tensions, 
despite the framework of US tariffs stabilising in the 
past year; after all, while their legal form may have 
changed, their basis has remained broadly similar, 
aiming for an average tariff with the rest of the world  
of around 10%.

Forecasts: economic activity and prices
Annual change (%)

GDP Inflation
2025 2026 2027 2025 2026 2027

US
2.3 2.1 1.9 2.6 3.3 2.3

2.6 2.0 2.6 2.2

Euro area
1.3 1.0 1.4 2.1 3.0 2.6

1.3 1.5 1.9 2.0

Germany
0.3 1.1 1.1 2.3 2.8 2.5

1.0 1.4 2.0 2.1

France
0.9 0.5 0.9 0.9 2.4 2.3

1.0 1.2 1.3 1.7

Italy
0.7 0.9 0.8 1.6 2.7 2.5

0.8 1.1 1.5 1.8

China
5.0 4.5 4.0 0.1 1.0 1.5

4.5 4.0 1.0 1.5

Notes: Average for the period. In blue and italics, forecasts prior to the conflict in the Middle 
East (February 2026).
Source: CaixaBank Research.

Forecasts: financial environment
Annual average End of period

2025 2026 2027 2025 2026 2027

Brent crude
(dollars per barrel)

68.2 86.8 78.5 61.6 83.7 75.9
67.2 65.4 66.0 64.8

TTF gas
(euros per MWh)

36.4 53.0 45.3 27.7 65.5 40.6
30.8 26.2 30.2 26.2

Fed: official rate (FFR)
(%, lower bound)

4.08 3.60 3.90 3.50 4.00 3.50
3.27 3.00 3.00 3.00

ECB: official rate (depo)
(%)

2.24 2.24 2.85 2.00 2.75 2.50
2.00 2.00 2.00 2.00

US sovereign rate  
10 years
(%)

4.29 4.62 4.88 4.14 5.20 4.60

4.38 4.55 4.50 4.60

German sovereign rate  
10 years
(%)

2.64 3.11 3.14 2.84 3.30 3.00

2.90 2.92 2.95 2.90

Spanish sovereign rate  
10 years
(%)

3.23 3.56 3.66 3.28 3.80 3.55

3.35 3.48 3.45 3.50

EUR-USD exchange rate
(dollars per euro)

1.13 1.16 1.17 1.17 1.17 1.18
1.20 1.20 1.20 1.20

Notes: In blue and italics, forecasts prior to the conflict in the Middle East (February 2026). 
Brent and TTF forecasts based on market futures.
Source: CaixaBank Research.
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Interest rates (%)

30-September 31-August Monthly 
change (bp)

Year-to-date 
(bp)

Year-on-year change 
(bp)

Euro area

ECB Refi 2.65 2.40 25 50 50

3-month Euribor 2.62 2.59 2 59 60

1-year Euribor 3.33 3.00 33 109 114

1-year government bonds (Germany) 2.96 2.68 28 95 102

2-year government bonds (Germany) 3.21 2.94 27 109 118

10-year government bonds (Germany) 3.59 3.32 26 73 88

10-year government bonds (Spain) 4.13 3.78 36 85 87

10-year government bonds (Portugal) 4.01 3.67 34 86 89

US

Fed funds (lower limit) 3.75 3.50 25 25 –25

3-month SOFR 4.08 3.80 28 43 10

1-year government bonds 4.54 4.14 40 107 90

2-year government bonds 4.89 4.34 55 141 127

10-year government bonds 5.28 4.75 53 112 115

Spreads corporate bonds (bps)

30-September 31-August Monthly 
change (bp)

Year-to-date 
(bp)

Year-on-year change 
(bp)

Itraxx Corporate 63 51 12 12.1 6.7

Itraxx Financials Senior 69 54 16 15.1 9.5

Itraxx Subordinated Financials 115 87 27 21.7 12.7

Exchange rates

30-September 31-August Monthly 
change (%)

Year-to-date 
(%)

Year-on-year change 
(%)

EUR/USD (dollars per euro) 1.133 1.162 –2.5 –3.5 –3.4

EUR/JPY (yen per euro) 178.350 185.590 –3.9 –3.1 2.4

EUR/GBP (pounds per euro) 0.854 0.857 –0.4 –2.0 –2.2

USD/JPY (yen per dollar) 157.410 159.740 –1.5 0.4 5.9

Commodities

30-September 31-August Monthly 
change (%)

Year-to-date 
(%)

Year-on-year change 
(%)

Bloomberg Commodity Index 141.8 141.4 0.3 29.3 35.0

Brent ($/barrel) 103.5 90.5 14.4 70.1 52.3

Gold ($/ounce) 4,157.4 4,437.4 –6.3 –3.7 8.4

Equity

30-September 31-August Monthly 
change (%)

Year-to-date 
(%)

Year-on-year change 
(%)

S&P 500 (USA) 7,651.5 7,686.1 –0.5 11.8 14.9

Eurostoxx 50 (euro area) 6,269.0 6,420.2 –2.4 8.2 13.8

Ibex 35 (Spain) 19,426.2 19,974.1 –2.7 12.2 26.8

PSI 20 (Portugal) 9,666.8 9,437.2 2.4 17.0 21.1

Nikkei 225 (Japan) 66,753.7 66,311.9 0.7 32.6 48.2

MSCI Emerging 1,704.9 1,719.3 –0.8 21.4 27.3
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The international economy 
withstands the shocks, for now

The conflict in the Middle East continues. The war involving 
Iran, the US and Israel has been ongoing for nearly seven 
months and is currently in a tense phase. The military 
stalemate on the ground coincides with challenging 
diplomatic negotiations, as demonstrated during the UN 
General Assembly held in late September, while Trump 
intensifies his rhetoric demanding a swift and definitive  
deal. The Strait of Hormuz remains the strategic centre of  
the conflict, with barely any maritime traffic passing through 
it. Furthermore, the attacks by the Iran-backed Houthi rebels 
from Yemen on Saudi Arabian facilities and ships are 
exacerbating the situation for the energy market (the Saudi 
kingdom even closed a pipeline) and are threatening the Bab 
el-Mandeb Strait, which connects the Suez Canal with Europe. 
In this context, the price of Brent crude oil exceeded 100 
dollars per barrel in September, around 15% higher than  
in August, while the price of the European benchmark for 
liquefied natural gas fluctuated between 70 and 80 euros/
MWh, reaching an almost three-year high.

Overall, the global economy has shown resilience to date, 
thanks to support from public policies in offsetting the energy 
shock, the availability of energy stockpiles and the significant 
boost from AI-related investment and trade. In fact, in its 
September report the OECD slightly revised its growth forecast 
for 2026 upwards across the board, although it is somewhat 
more cautious about 2027. It anticipates that global growth 
will slow slightly to 2.9% in 2026 and recover to 3.0% in 2027. 
Meanwhile, the rise in inflation is currently limited to energy, 
and its impact on other prices is still relatively contained 
among the major developed economies. This explains why 
medium-term inflation expectations remain anchored around 
central banks' targets. However, the trend in energy prices 
poses a significant downside risk to activity, particularly as  
the winter season approaches and especially for economies 
more reliant on energy imports. 

Business climate surveys indicate a fairly dynamic Q3  
in the euro area. The main business climate and opinion 
indicators suggest that euro area growth (excluding Ireland)  
in Q3 maintained the good momentum of Q2, despite the 
worsening energy crisis and increased uncertainty. The euro 
area PMI reached a three-and-a-half-year high in September, 
rising by 1.1 points to 53.1 (with 50 being the threshold 
indicating positive growth), thanks to the significant revival  
of the services sector. By country, it surpassed the 50-point 
threshold in France for the first time this year and reached  
an 11-month high in Germany. This improvement in business 
optimism regarding Germany is bolstered by the trend in the 
Ifo business confidence index, which in September reached  
its highest level since May 2023 (89.9, with 100 being the 
benchmark threshold), as well as by signals from the ZEW, 
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New jobs, 3-month moving average (left scale)

Unemployment rate (right scale) *
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Note: * The unemployment rate for October 2025 was not published due to the government
shutdown; the figure shown has been interpolated.
Source: CaixaBank Research, a partir de datos del Bureau of Labor Statistics.
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with more than 46% of respondents in September anticipating 
an improvement in the situation, compared to 12% who fear  
a deterioration. 

However, the actual data dampen the optimism among 
business surveys, particularly in Germany. In contrast to  
the optimism shown by business surveys in Germany, 
confidence among German households remains low, against  
a backdrop of a slow rise in the unemployment rate (4.0% in 
July, the highest since the pandemic) and a rather weak start 
to the third quarter as suggested by July's activity indicators. 
In fact, retail sales in the country fell by 3.4% month-on-
month (which dragged the figure for the euro area down  
to –0.6%). The dynamism of industrial orders (+2.5% month-
on-month), meanwhile, was mainly explained by the boost 
from the more erratic items (transport and defence), given 
that excluding them, orders would have fallen by 1.4%. This 
underlying weakness aligns with the decline in industrial 
production (–1.1% month-on-month vs. 0.0% in July) and  
the slowdown in exports (–0.8% month-on-month vs. 0.0%). 
In this context, euro area headline inflation rose by 0.6 pps  
in September to 3.8%, the highest in three years. This increase 
was driven by the renewed surge in energy prices, as core 
inflation climbed just 0.1 pps to 2.5%, indicating that the 
indirect effects of the energy shock remain limited. 

Inflation in the US remains under upward pressure due  
to energy while its labour market remains highly volatile. 
The latest data suggest a slowdown in household 
consumption: in July, it stagnated in real terms after growing 
by 0.4% in the previous two months, allowing the savings rate 
to recover to a four-month high (+0.4 pps, reaching 3.0% of 
disposable income). Moreover, the indicators do not hint at 
any substantial recovery in the coming months, in line with 
the renewed decline in the Michigan confidence index in 
August (among the lowest since the summer of 2022) and  
that of the Conference Board, which has spent much of the 
year fluctuating around its lowest levels since early 2021. 
Industrial production also stagnated in August (after two 
months of 0.2% month-on-month growth). However,  
the trend shown by the sector’s main climate indicators 
suggests this stagnation may be temporary: in September,  
the manufacturing PMI (+2.0 points, to 55.9) and the 
manufacturing ISM (–0.1 points, to 54.5) are firmly at levels 
consistent with dynamic growth in the sector. Job creation 
remains highly volatile, closing the third quarter with an 
average of 51,000 jobs created per month, below the monthly 
average of 76,000 jobs in the first half of the year. The 
unemployment rate increased by 0.1 pps to 4.2% in 
September. Inflation, meanwhile, remains under upward 
pressure due to energy: in August, the headline rate held 
steady at 3.4% according to the CPI, while the core rate fell  
by 0.1 pps to 2.4%. 
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Are the midterms important for Trump? And for the US?

Republicans: 218

Independents: 1Vacancies: 2

US: current composition of the House
of Representatives

Note: 435 representatives in total. Majority with 218 representatives. The 2 vacancies
correspond to representatives who have resigned (1 Democrat and 1 Republican). 
The independent representative changed affiliation from the Republican Party. 
Source: CaixaBank Research, based on data from the US Congress.

Democrats: 214

22

Republicans
(not up for election)

31

Independents 
(not up for election)

Democrats 
(not up for election)

32

13

US: current composition of the Senate
and seats up for election in the midterms

Note: 100 senators in total. Majority with 51 senators. The two independent senators
join the Democratic bloc.
Source: CaixaBank Research, based on data from the US Congress.

Democrats

Republicans

2

On 3 November, Americans will return to the polls to 
renew the entire House of Representatives and one-third 
of the Senate, the two chambers in which the Republican 
Party secured a majority in 2024. Although Donald Trump 
will not appear on the ballot, these elections represent the 
first major national test of his second term. Opinion polls 
and election results since his return to the White House 
currently point to a political environment favourable to  
the Democrats. At the same time, the regions and social 
groups that contributed most to the Republican swing  
in 2024 do not yet appear to have reaped the economic 
benefits they were promised. The outcome will thus  
test the confidence that the electoral base which returned 
Trump to the presidency continues to place in him. More 
importantly, however, it will determine the institutional 
checks on his power and influence the debate within  
the Republican Party surrounding the continuation of  
his agenda ahead of the 2028 presidential elections.

What is being decided on 3 November?

In the midterm elections, all 435 members of the House  
of Representatives and 35 of the 100 senators will be up 
for election (see the first two charts).1

1. Of the 35 Senate seats up for grabs, 33 are up for regular renewal and 
2 are special elections to decide who will complete the terms of J.D. 
Vance and Marco Rubio, who were provisionally replaced after taking up 
their positions as Vice President and Secretary of State, respectively.

 The Democrats need 
to increase their number of representatives from 214 to 
218 to regain the House, while they require four additional 
seats to achieve a majority of 51 senators, as the vice 
presidency – and therefore the tie-breaking vote –  
will remain in Republican hands.

The extent of a Democratic victory will depend on  
which chamber is won. Control of the Senate would  
allow them to block appointments of federal judges, 
senior administration officials, or members of the Federal 
Reserve. Control of the House would grant them greater 
powers to conduct investigations into the Executive, 
demand documents and examine potential conflicts of 
interest or abuses of power – a strategy which Democratic 
leaders seem to prefer over immediately initiating a new 
impeachment process. A Democratic majority in either 
chamber could block new Republican legislation, while 
control of both would allow an alternative agenda to be 
advanced, although Trump would retain veto power. In  
the fiscal sphere, the new political balance could modify 
some of the planned spending cuts in the One Big 
Beautiful Bill Act (OBBBA) or make it difficult to extend  
its temporary provisions, although it would be unlikely 
to alter substantially the projected path of the national 
deficit and debt in the absence of bipartisan agreements. 
The political confrontation could also extend to funding 

bills, complicating the approval of federal spending and 
increasing the risk of partial government shutdowns, with 
the associated economic costs.2

2. Congressional Research Service (2026), «Past Government Shutdowns: 
Key Resources» and Congressional Budget Office (2025), «A Quantitative 
Analysis of the Effects of the Government Shutdown on the Economy 
Under Three Scenarios».

 

Losing control of Congress would not prevent Trump  
from continuing to act through executive orders and 
powers delegated by previous laws, especially on matters 
related to migration, trade and foreign policy. He would 
have considerable room for manoeuvre, though not 
unlimited: he would need funding to implement some 
measures and his decisions would remain subject to 
existing laws and court oversight. The Supreme Court’s 
setbacks to the tariffs imposed under the IEEPA and  



16  

INTERNATIONAL ECONOMY | FOCUS

OCTOBER 2026

10

Advantage for 
the Democrats

Advantage for 
the Republicans

-10

-5

0

5

10

15

20

Dec
.-2

4
Ja

n.
-2

5

M
ar

.-2
5

Fe
b.-2

5
Apr

.-2
5

M
ay

-2
5

Ju
n.-

25
Ju

l.-2
5

Aug
.-2

5
Se

p.
-2

5
Oct

.-2
5

Nov
.-2

5
Dec

.-2
5

Ja
n.

-2
6

Fe
b.

-2
6

M
ar

.-2
6

Apr
.-2

6
M

ay
-2

6
Ju

n.-
26

Ju
l.-2

6
Aug

.-2
6

Se
p.

-2
6

US: difference in voting intention between
Democrats and Republicans for the midterms

30-day centred simple average

Note: Each point represents the balance of the difference for a given poll. The orange
points correspond to a neutral balance.
Source: CaixaBank Research, based on data from The New York Times.

-100

-80

-60

-40

-20

0

20

40

60

80

100

Ju
l.-2

5

Aug.-2
5

Sep.-2
5

Oct.
-25

Nov.-
25

Dec.-
25

Jan
.-2

6

Feb.-2
6

Mar.
-26

Apr.-2
6

May
-26

Ju
n.-2

6

Ju
l.-2

6

Aug.-2
6

Sep.-2
6

US: difference between the probabilities of 
Democratic and Republican control of each
chamber in the midterms
(pps)

Source: CaixaBank Research, based on data from Polymarket (via Bloomberg).

Advantage for the Democrats

Advantage for the Republicans

Senate

House of 
Representatives

the attempt to restrict birthright citizenship illustrate  
these limits.3

3. See the Focus «The new US tariff landscape (2026 back-to-school 
edition)», in the MR09/2026, and the Focus «Trump 2.0 immigration 
policies: the end of the American Dream?», in this same Monthly Report.

 

Opinion polls favour the Democrats

The Democrats have history on their side: the president’s 
party has lost seats in the House in 20 of the 22 midterm 
elections held since 1938.4

4. See Brookings Institution (2025), «What History Tells Us About the 
2026 Midterm Elections».

 This consistency does not 
determine the outcome, but it reinforces the interpretation 
of the opinion polls, which already place the Republicans 
in a vulnerable position.

At the end of September, the average of the polls on 
congressional voting intentions placed the Democrats 
some 7-8 points ahead of the Republicans (see third chart). 
This advantage does not automatically translate into seats, 
given the district boundaries and the geographical 
distribution of votes, but it is consistent with a significant 
risk to the narrow Republican majority in the House. The 
prediction market platform Polymarket assigned, at the 
end of September, a 90% probability to a Democratic 
House and just under a 40% probability to the Republicans 
retaining the Senate (see fourth chart). The difference is 
due to the characteristics of the electoral map. To regain 
control of the Senate, the Democrats need to emerge  
with a net gain of four seats. Their main opportunities lie  
in states currently represented by Republicans, such as 
North Carolina, Maine, Alaska and Ohio, while Iowa and 
Texas present more challenging options. At the same time, 
they must retain Georgia and Michigan, two states won  
by Trump in the 2024 presidential elections.5

5. See The Cook Political Report (2026), «2026 Senate Race Ratings».

   

Elections results have offered similar signals. In 2025, the 
Democrats took control of the government in Virginia, 
retained power in New Jersey, and maintained the 
progressive majority in the Wisconsin Supreme Court 
(whose members are elected at the polls) in a state where 
Trump had won in 2024. More revealing still is the pattern 
of elections held since his inauguration: in an analysis 
published in April on 229 federal and state elections with 
candidates from both parties (mainly special elections for 
Congress and state legislatures), Democrats exceeded the 
vote share obtained by Kamala Harris in 2024 in 193 of 
them, with an average improvement of 5 points.6

6. POLITICO (2026), «Democrats Have Made Up Ground in Nearly Every 
Election Since Trump Took Office». In any case, this signal should be 
interpreted with caution, due to the typically lower turnout in special 
elections and because Harris had performed worse than other 
Democratic candidates in some areas.

 In the 
New York mayoral elections, Zohran Mamdani’s victory, 
with a campaign focused on housing and the cost of living, 
provided further evidence that an alternative economic 
agenda could gain support even in neighbourhoods where 

the Republican vote had made significant gains in the last 
presidential elections.

Have the areas that shifted towards the Republicans 
received the promised economic dividend?

Trump’s victory in 2024 was supported by greater 
mobilisation among Republican voters, the abstention  
of former Democratic voters, and concerns about inflation 
and immigration. His gains were widespread across the 
country: his vote share increased compared to 2020 in  
9 out of 10 counties and gained ground most notably  
in large urban areas, regions with a high immigrant 
population, southern Florida, the Texas border region,  
and the industrial states of the Midwest.7

7. Economic Innovation Group (2024), «The Economic Geography  
of the 2024 Elections».

 The question 
now is whether those areas have experienced the changes 
they were hoping for and whether their voters feel their 
situation has improved.

https://www.caixabankresearch.com/en/economics-markets/activity-growth/new-us-tariff-landscape-2026-back-school-edition
https://www.caixabankresearch.com/en/economics-markets/activity-growth/new-us-tariff-landscape-2026-back-school-edition
https://www.caixabankresearch.com/en/economics-markets/labour-market-demographics/trump-20-immigration-policies-end-american-dream?index=
https://www.caixabankresearch.com/en/economics-markets/labour-market-demographics/trump-20-immigration-policies-end-american-dream?index=
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The available data do not allow us to identify any distinct 
economic dividend in the areas that led the swing towards 
the Republicans. The US economy has maintained positive 
growth, but in August 2026 only eight states recorded  
a statistically significant year-on-year increase in non-farm 
employment, while 10 showed notable rises in their 
unemployment rates compared to a year earlier.8

8. Bureau of Labor Statistics (2026), «State Employment and 
Unemployment, August 2026».

 These 
statistics indicate that the improvement in employment  
is far from widespread, although they do not allow a 
causal link with Trump’s policies to be established. It is  
also worth noting that voters’ perceptions are influenced 
by party identification.9

9. C. Sahm (2026), «Consumer Sentiment Isn’t Politics, but Politics  
Is Reshaping It».

 

Tariffs provide protection against foreign competition 
for producers of steel and other goods, but they also 
increase costs for companies that use imported metals  
and components. This tension is particularly relevant for 
the industrial belt of Michigan, Pennsylvania, Wisconsin 
and Ohio. The available evidence suggests that tariffs  
have increased the cost of imported goods without yet 
producing a noticeable improvement in overall 
employment, with modest and uneven labour effects 
across sectors and regions.10

10. M. Azzimonti and J. Titcomb (2026), «U.S. Import Tariffs in 2025: 
Realized Tariff Rates, Import Prices, and Local Labor-Market Effects»,  
and J. Matschke and M. Dzholos (2025), «Higher Tariffs Might Have 
Created Headwinds to Employment Growth in 2025».

 Moreover, the energy shock 
triggered by the conflict in the Middle East has added new 
inflationary pressures, directly affecting fuel costs, which 
are one of the most visible prices for American households. 
It has also driven up interest rates, complicating the main 
economic expectation placed on Trump: bringing down 
the cost of living.11

11. Federal Reserve Bank of Chicago (2026), «The Aftermath of the 2026 
Oil Shock: Some Alternative Macroeconomic Scenarios».

 

Migration policy presents a similar tension. Some 
preliminary analyses link the intensification of operations 
and detentions carried out by the Immigration and 
Customs Enforcement (ICE) agency with declines in 

local labour supply, consumption and employment, 
including that of US-born workers.12

12. E. Cox and C.N. East (2026), «Labor Market Impacts of ICE Activity  
in Trump 2.0», and E. Hernández (2026), «ICE-ing the Economy: 
Immigration Enforcement Under Trump 2.0 and Local Economic 
Activity».

 Their impact could 
also be electoral. Trump significantly increased his support 
among Latino voters in 2024, largely driven by economic 
discontent, but the 2025 elections in Virginia and New 
Jersey reversed some of that progress. Polls indicate that 
his support is weakening amid high prices and these 
communities’ exposure to ICE operations, although it  
is still unclear how much is due to changes in voting and  
how much to increased mobilisation among Democrats.13

13. Pew Research Center (2025), «Voting Patterns in the 2024 Election»; 
Pew Research Center (2026), «Trump’s approval rating hits second-term 
low among his Latino voters, though many still approve»; and CBS News 
(2025), «Latino Voters Swing Toward Democrats in 2025 After Trump’s 
2024 Historic Gains».

 

The greatest challenge between now and 2028  
will be for the economy

A Republican defeat would not leave Trump powerless,  
but it would alter his incentives. Without the possibility  
to seek re-election and with reduced legislative power,  
he could shift his focus towards areas with greater 
presidential autonomy, such as trade, migration and 
foreign policies, increasing regulatory and geopolitical 
uncertainty. The midterms will thus determine how much 
of his agenda Trump can fund, safeguard and turn into a 
lasting legacy. For the Republican Party, a defeat would 
also pose the dilemma of maintaining an agenda that 
energises its base but could jeopardise its chances in the 
2028 presidential elections. For the US, the issue at stake  
is balancing the ability to act with institutional checks:  
an opposing Congress could limit the most disruptive 
decisions and reduce legislative surprises, but it could  
also lead to a period of deadlock, legal challenges and  
less predictable budgeting. Ultimately, whatever political 
balance emerges from the ballot box, it will not be neutral 
for the US economy and will influence the level of 
uncertainty in the coming years.

David Martínez Turégano
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Trump 2.0 immigration policies: the end of the American Dream?
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The 250th anniversary of the US Declaration of 
Independence comes at a time when, more than at 
almost any point in its recent history, the country is 
debating the scope of one of its founding ideals: the 
equality of all people, their freedom to forge their own 
path in life and their right to pursue a better future. This 
is a vision that has helped define the country as a nation 
of immigrants and a land of opportunity. Restrictive 
immigration policies are not a new development in US 
history, nor are they the defining feature of the second 
Trump administration compared with its predecessors. 
What is new is the breadth and speed of their application, 
as well as their potential impact on constitutional 
principles, from birthright citizenship to basic procedural 
guarantees. Although their medium-term socio-political 
consequences remain uncertain, some significant 
economic effects are already evident: lower demographic 
momentum, tensions in specific segments of the labour 
market, and a potential erosion of the US ability to attract 
international talent.

Broad-based restrictions: from managing migration 
flows to reducing the migrant stock

Trump 2.0’s shift on migration began on the very day  
of his inauguration. On 20 January 2025, the president 
signed several executive orders aimed at strengthening 
border control, restricting access to asylum, expanding 
detention and deportation powers, and reviewing 
various pathways for legal and humanitarian immigration. 
Among other measures, electronically processed 
appointments for asylum applications were cancelled; 
the Remain in Mexico programme was reactivated, 
requiring asylum seekers to await the outcome of their 
application on Mexican soil; the use of expedited removal 
procedures was expanded; and various refugee 
admission programmes, temporary authorisations 
(parole), and temporary protection mechanisms against 
deportation for certain nationalities were suspended  
or limited. New travel bans were introduced for citizens 
of 19 countries (later expanded to 39 countries), along 
with stricter visa control requirements, and measures 
aimed at encouraging «self-deportation» and reducing 
the incentives to remain in the country without legal 
status.

Although many of these policy instruments have been 
used by previous administrations, what is new under 
Trump 2.0 is their simultaneous application across the 
entire migration cycle: from entry into the country and 
access to asylum to legal residence, regularisation and 
removal. Obama combined high levels of deportation 
with administrative relief mechanisms such as DACA, 
which temporarily protected undocumented immigrants 

who arrived in the country as minors from deportation; 
Trump 1.0 introduced travel bans, the border wall and 
Remain in Mexico; and Biden attempted to channel flows 
through legal and humanitarian routes, although he 
progressively tightened border controls. Trump 2.0 goes  
a step further by attempting to reduce both new arrivals 
and the stock of immigrants already present in the 
country.

The change is particularly evident in the legal sphere.  
The current administration attempted to restrict 
automatic birthright citizenship recognised by the 14th 
Amendment of the Constitution through an executive 
order, but the Supreme Court invalidated the measure in 
June 2026. Subsequently, an order with a more limited 
scope has also been provisionally blocked by a federal 
court. The administration has also promoted the wider 
use of expedited removals and administrative detention, 
which has reopened the debate on the scope of 
procedural safeguards applicable to non-citizens and  
the constitutional limits of immigration policy, including 
the role of federal courts in overseeing executive 
decisions in this area.

Economic impact: reduced demographic momentum  
and tensions in the labour market

The effects of the measures described in the previous 
section have already begun to be reflected in US 
demographic and labour dynamics. Using the latest 
population projections by the Congressional Budget 
Office (CBO) as a reference, the advent of the second 
Trump administration has led to a significant reduction  
in projected net immigration flows for the coming years 
(see first chart). Although the CBO had already anticipated 
a normalisation of flows following the high levels of 
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previous years, in September 2025 it lowered its net 
immigration forecast for that year by 1.6 million 
compared to the figure published in January. Overall, 
cumulative net immigration between 2025 and 2030  
is expected to be approximately 3.5 million lower than 
anticipated prior to the current administration.1

1. Estimate based on Congressional Budget Office (2025), «The 
Demographic Outlook: 2025 to 2055» and Congressional Budget Office 
(2026), «The Demographic Outlook: 2026 to 2056».

 This 
revision is particularly relevant because the country is 
currently in a phase in which immigration is crucial for 
sustaining population growth. Indeed, this dependency 
will intensify from 2030, when, according to the CBO 
itself, deaths will outnumber births and the natural 
balance will become negative (see second chart).

The implications of this shift go beyond the demographic 
dimension and directly affect the labour market. 
Immigrants account for around one-fifth of the US labour 
force (19.1% in 2025) and they played a crucial role  
in the post-pandemic employment growth.2

2. Bureau of Labor Statistics (2026), «Labor Force Characteristics
of Foreign-Born Workers: 2025».

 However, 
the growth of the foreign-born workforce has moderated 
sharply since 2025, in line with the slowdown in 
migration flows. Some estimates attribute between  
40% and 60% of the slowdown in non-farm job creation 
observed during 2025 to reduced immigration, although 
the broader weakening of the demand for labour also 
played a significant role.3

3. S. Mongey (2025), «Immigration Can’t Explain Declining Employment 
Growth».

 While there is currently no 
widespread labour shortage or any significant impact  
on overall wages, the effects are already visible in certain 
sectors and regions where the percentage of foreign 
labour is higher. The Federal Reserve’s Beige Book from 
October 2025 already identified labour supply tensions in 
agriculture, construction, hospitality and manufacturing 
associated with changes in migration policy, with explicit 
mentions of hiring difficulties, delays in certain projects 
and wage pressures in specific regional markets. These 
developments have also been documented in 
subsequent reports.4

4. Federal Reserve System (2025), «Beige Book, October 2025».

 

An additional channel affects the US’ ability to attract 
international talent. Migration restrictions have not been 
limited to lower-skilled jobs: they also affect students, 
researchers and highly educated workers. In the 
university sector, new international enrolments fell by 
17% in autumn 2025, with surveyed institutions citing 
difficulties obtaining visas and travel restrictions as key 
factors.5

5. J. Baer and S. Ekin (2025), «Fall 2025 Snapshot on International 
Student Enrollment».

 This setback is particularly significant because 
universities are one of the main gateways to the job 
market for international talent and represent an essential 

source of human capital for knowledge-intensive 
sectors.6

6. According to data from the National Science Foundation, around 
three-quarters of international graduates who earned a doctorate in 
science and engineering in the US between 2017 and 2019 on a 
temporary visa were still residing in the country in 2023.

 In addition, new restrictions and increased 
bureaucratic requirements for certain academic and 
professional visas have led to heightened uncertainty  
in fields such as technology, finance, scientific research 
and advanced innovation. It is still too early to conclude 
that talent is shifting towards other destinations. 
However, if this trend consolidates, it could limit the 
availability of the human capital needed to fully leverage 
the current investment cycle in AI and translate it into 
productivity gains.7

7.  See the Dossier «The present and futures of the new AIconomy»,
in the MR05/2026.

 

Measures against history…

Experience suggests that migration restrictions rarely 
eliminate the economic needs that drive population 
movements. In the US, both the Chinese Exclusion Act  
of 1882 and the termination of the Bracero programme  
in 1964 were partly justified by the expectation of 
improving job opportunities for the native population.8

8. The Chinese Exclusion Act suspended the entry of Chinese workers 
into the US from 1882, while the Bracero programme channelled the 
temporary hiring of Mexican workers, mainly for agriculture, between 
1942 and 1964.

 
However, subsequent evidence indicates limited effects 
on wages and employment, while the main adjustments 
occurred through technological changes, the 
reorganisation of production or reduced economic 
activity in the most affected areas.9

9. M. Clemens, E. Lewis and H. Postel (2018), «Immigration Restrictions 
as Active Labor Market Policy: Evidence from the Mexican Bracero 
Exclusion», and J. Long, C. Medici, N. Qian and M. Tabellini (2024), «The 
Impact of the Chinese Exclusion Act on the Economic Development 
of the Western US».

 Although it pertains 

https://www.caixabankresearch.com/en/monthly-report/511/may-2026/present-and-futures-new-aiconomy
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to a different institutional context, Britain’s experience 
after Brexit points in a similar direction. The end of the 
free movement of European workers in January 2021 led 
to a sharp drop in immigration from the EU and labour 
supply tensions in certain sectors, especially those most 
reliant on EU workers.10

10. J. Portes and J. Springford (2023), «Early Impacts of the Post-Brexit 
Immigration System on the UK Labour Market, Centre for European 
Reform».

 However, part of this decline was 
later offset by an increase in non-EU immigrants, with no 
available evidence indicating widespread improvements 
in employment or wages for the native population 
attributable to stricter migration policies.

The main lesson is that an effective migration policy 
requires more than just entry restrictions. It also requires 
credible mechanisms for enforcing legislation, legal 
certainty for workers and businesses, and cooperation 
with neighbouring countries to manage flows that are 
driven by long-term economic and demographic forces. 
Furthermore, the loss of competitiveness relative to China 
in some US industrial sectors can hardly be explained by 

immigration. Innovative capacity, infrastructure, 
institutional quality, the availability of suitable human 
capital, and the strength of technological and industrial 
ecosystems appear to be much more decisive factors  
in explaining an economy’s competitive position.  
In this regard, migration policy can complement a 
competitiveness strategy, but it cannot replace it.

In a context of an ageing population,11

11. See the Dossier «Challenges and policies in the age of longevity»,
in the MR09/2025.

 the question  
is not so much whether the US will remain a nation  
of immigrants, but whether it will retain the ability  
to attract and retain the talent and workforce that have 
historically contributed to its economic dynamism and 
competitiveness, and thereby, its status as a land of 
opportunities.12

12. National Academies of Sciences, Engineering, and Medicine (2017),
«The Economic and Fiscal Consequences of Immigration».

 The EU could seize this opportunity to 
advance its ambitious – and necessary – competitiveness 
agenda,13

13. See the Focus «How far has the EU progressed on the 
Competitiveness Compass?», in the MR04/2026.

 perhaps laying the foundations for a European 
Dream.

David Martínez Turégano

https://www.caixabankresearch.com/en/monthly-report/503/september-2025/challenges-and-policies-age-longevity
https://www.caixabankresearch.com/en/economics-markets/public-sector/how-far-has-eu-progressed-competitiveness-compass
https://www.caixabankresearch.com/en/economics-markets/public-sector/how-far-has-eu-progressed-competitiveness-compass
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Year-on-year (%) change, unless otherwise specified

UNITED STATES
2024 2025 Q3 2025 Q4 2025 Q1 2026 Q2 2026 07/26 08/26 09/26

Activity

Real GDP 3.0 2.3 2.6 2.0 2.6 2.2 – – –

Retail sales (excluding cars and petrol) 3.4 4.5 4.6 3.9 4.6 5.6 4.7 5.6 ...

Consumer confidence (value) 104.5 96.1 97.4 94.2 90.7 92.2 90.2 88.6 81.9

Industrial production –0.7 1.1 1.7 1.6 0.8 1.5 1.1 1.4 ...

Manufacturing activity index (ISM) (value) 48.2 48.9 48.7 48.2 52.6 53.3 55.6 54.6 54.5

Housing starts (thousands, monthly average) 1,370 1,356 1,347 1,323 1,418 1,345 1,309 1,275 ...

Case-Shiller home price index (index) 330 339 338 341 343 344 346 ... ...

Unemployment rate (% lab. force) 4.0 4.3 4.3 4.5 4.3 4.3 4.1 4.1 4.2

Employment-population ratio (% pop. > 16 years) 60.1 59.8 59.6 59.7 59.3 59.1 58.9 59.1 59.2

Trade balance 1 (% GDP) –2.7 –3.3 –3.4 –3.1 –2.5 –2.3 –2.3 ... ...

Prices

Headline inflation 3.0 2.7 2.9 2.7 2.7 3.9 3.4 3.4 ...

Core inflation 3.4 2.9 3.1 2.6 2.5 2.7 2.5 2.4 ...

JAPAN
2024 2025 Q3 2025 Q4 2025 Q1 2026 Q2 2026 07/26 08/26 09/26

Activity

Real GDP 0.1 1.2 0.6 0.4 0.6 0.9 – – –

Consumer confidence (value) 37.2 34.7 34.8 36.7 36.9 33.2 34.9 35.5 35.4

Industrial production –3.0 0.1 –1.1 –1.3 1.2 1.9 3.9 3.4 ...

Business activity index (Tankan) (value) 12.8 13.5 14.0 15.0 17.0 22.0 – – –

Unemployment rate (% lab. force) 2.5 2.5 2.5 2.6 2.7 2.5 2.4 2.5 ...

Trade balance 1 (% GDP) –1.0 –0.6 –0.5 –0.4 –0.3 –0.2 –0.3 –0.4 ...

Prices

Headline inflation 2.7 3.2 3.0 2.5 1.4 1.5 1.9 1.9 ...

Core inflation 2.5 3.0 3.2 3.0 2.5 1.8 1.9 2.0 ...

CHINA
2024 2025 Q3 2025 Q4 2025 Q1 2026 Q2 2026 07/26 08/26 09/26

Activity

Real GDP 5.0 5.0 4.8 4.5 5.0 4.3 – – –

Retail sales 3.3 3.8 2.4 0.7 2.4 0.2 0.6 0.4 ...

Industrial production 5.6 5.9 5.8 5.0 6.0 4.6 4.5 5.2 ...

PMI manufacturing (value) 49.8 49.6 49.5 49.4 49.6 50.2 49.2 49.8 50.1

Foreign sector

Trade balance 1,2 997 1,186 1,174 1,186 1,173 1,175 1,190 1,207 ...

Exports 4.6 5.5 6.5 3.8 14.5 20.0 23.6 24.7 ...

Imports 1.0 0.3 4.7 3.7 23.6 29.4 27.5 28.2 ...

Prices

Headline inflation 0.2 0.1 –0.2 0.6 0.8 1.1 0.5 0.8 ...

Official interest rate 3 3.1 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0

Renminbi per dollar 7.2 7.2 7.2 7.1 6.9 6.8 6.8 6.7 6.7

Notes: 1. Cumulative figure over last 12 months.  2. Billion dollars.  3. End of period.
Source: CaixaBank Research, based on data from the Department of Economic Analysis, Bureau of Labor Statistics, Federal Reserve, Standard & Poor’s, ISM, National Bureau of Statistics of Japan, Bank of 
Japan, National Bureau of Statistics of China and Refinitiv.
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EURO AREA

Activity and employment indicators
Values, unless otherwise specified

2024 2025 Q3 2025 Q4 2025 Q1 2026 Q2 2026 07/26 08/26 09/26

Retail sales (year-on-year change) 1.3 2.4 2.0 2.4 2.0 1.4 0.4 0.8 ...
Industrial production (year-on-year change) –2.9 1.7 1.4 1.9 –1.8 –0.1 0.0 ... ...
Consumer confidence –12.6 –13.4 –13.7 –12.9 –13.7 –19.0 –15.9 –15.5 –16.5
Economic sentiment 95.9 95.9 95.8 97.0 98.1 94.5 97.1 98.4 97.9
Manufacturing PMI 45.9 49.1 50.1 49.5 50.6 51.7 51.9 52.7 52.9
Services PMI 51.5 51.3 50.9 53.0 51.2 48.2 51.7 51.6 53.0

Labour market
Employment (people) (year-on-year change) 1.0 0.7 0.7 0.7 0.5 ... – – –
Unemployment rate (% labour force) 6.4 6.3 6.3 6.3 6.4 6.4 6.4 6.4 ...

Germany (% labour force) 3.4 3.7 3.8 3.9 3.9 3.9 4.0 4.0 ...
France (% labour force) 7.4 7.7 7.8 8.0 8.2 8.3 8.3 8.2 ...
Italy (% labour force) 6.6 6.0 5.9 5.7 5.6 5.7 6.0 6.2 ...

Real GDP (year-on-year change) 1.1 1.3 1.2 1.1 0.6 1.2 – – –
Germany (year-on-year change) 0.0 0.3 0.3 0.3 0.7 1.0 – – –
France (year-on-year change) 1.4 0.9 0.8 1.1 0.7 0.5 – – –
Italy (year-on-year change) 0.9 0.7 0.7 0.9 0.8 1.0 – – –

Prices
Year-on-year change (%), unless otherwise specified

2024 2025 Q3 2025 Q4 2025 Q1 2026 Q2 2026 07/26 08/26 09/26

General 2.4 2.1 2.1 2.1 2.0 3.0 2.9 3.2 3.8
Core 2.8 2.4 2.3 2.4 2.3 2.4 2.5 2.4 2.5

Foreign sector
Cumulative balance over the last 12 months as % of GDP of the last 4 quarters, unless otherwise specified

2024 2025 Q3 2025 Q4 2025 Q1 2026 Q2 2026 07/26 08/26 09/26

Current balance 3.0 2.1 2.2 2.1 2.1 2.0 2.0 ... ...
Germany 5.8 4.4 4.6 4.4 4.3 4.4 4.5 ... ...
France –0.3 –0.4 –0.5 –0.4 –0.3 –0.1 –0.4 ... ...
Italy 1.1 1.1 1.1 1.1 1.4 1.3 1.3 ... ...

Nominal effective exchange rate 1 (value) 94.5 96.4 98.2 97.8 97.6 97.1 96.5 97.2 97.0

Credit and deposits of non-financial sectors
Year-on-year change (%), unless otherwise specified

2024 2025 Q3 2025 Q4 2025 Q1 2026 Q2 2026 07/26 08/26 09/26

Private sector financing
Credit to non-financial firms 2 0.8 2.7 2.9 3.0 3.0 3.8 4.4 4.2 ...
Credit to households 2,3 0.5 2.2 2.5 2.9 3.0 3.0 3.1 3.1 ...
Interest rate on loans to non-financial firms 4 (%) 4.9 3.4 3.2 3.3 3.3 3.4 3.6 3.4 ...
Interest rate on loans to households   
for house purchases 5 (%) 4.6 3.7 3.6 3.5 3.5 3.6 3.7 3.9 ...

Deposits
On demand deposits –3.9 5.0 5.6 5.4 5.2 3.9 3.3 2.9 ...
Other short-term deposits 12.4 –0.1 –1.5 –1.0 –0.2 1.7 3.7 4.1 ...
Marketable instruments 20.0 7.7 4.4 0.9 0.8 2.7 4.2 7.1 ...
Interest rate on deposits up to 1 year 
from households (%) 3.0 1.9 1.7 1.8 1.8 1.9 2.1 2.1 ...

Notes: 1. Weighted by flow of foreign trade. Higher figures indicate the currency has appreciated. 2. Data adjusted for sales and securitization. 3. Including NPISH. 4. Loans of more than one million euros with a 
floating rate and an initial rate fixation period of up to one year. 5. Loans with a floating rate and an initial rate fixation period of up to one year.
Source: CaixaBank Research, based on data from the Eurostat, European Central Bank, European Commission, national statistics institutes and Markit.
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The Spanish economy maintains 
its momentum, but inflation takes 
centre stage

The Spanish economy is entering the final stretch of 2026 with 
solid growth and a more prominent role of domestic demand, 
although the rise in inflation and heightened uncertainty 
surrounding the conflict in the Persian Gulf advise caution.  
In its regular review, the National Statistics Institute (INE) 
confirmed the momentum of the economy in Q2 and reinforced 
the view of growth driven mainly by domestic factors. As the 
third quarter draws to a close, indicators suggest that economic 
activity remains buoyant, driven by the dynamism of the labour 
market and services. However, the rise in energy costs has 
pushed inflation close to 5% and could reduce household 
spending power in the coming months.

Growth in Q2 is more clearly supported by domestic demand. 
The INE’s review confirms this view: the economy maintained 
solid growth in Q2, with GDP advancing by 0.7% quarter-on-
quarter. It also highlights the role of domestic demand, which 
contributed 1.1 pps to growth, driven by the dynamism of 
private consumption and investment: the former increased  
by 1.2% quarter-on-quarter and the latter by 1.4%. In contrast, 
external demand subtracted 0.5 pps from growth due to the 
sharp rise in imports, as might be expected in a context of 
strong domestic spending. This composition reflects an 
economy that is less reliant on momentum in the external 
sector, but also more vulnerable to a potential loss of household 
purchasing power. For now, the savings cushion and job 
creation continue to support consumption, although rising 
prices could begin to strain household real incomes.

Indicators reveal uneven progress across sectors in Q3. The 
latest data suggest that economic activity remained buoyant 
in Q3, albeit with mixed signals. The services PMI reached 58.3 
points in September and averaged 58.1 points in Q3, well above 
the 50-point threshold denoting growth. The manufacturing 
industry also improved at the end of the quarter, with a PMI  
of 51.0 points, although the quarterly average of 50.2 points 
indicates a more moderate pace of growth. On the demand 
side, retail sales fell by 0.4% year-on-year for the second 
consecutive month in August, adding to the weakening 
observed in this indicator since the start of the conflict.  
Overall, the strength of the services sector offsets the 
sluggishness in retail consumption and industry, although 
inflation could further weaken consumption by eroding 
household purchasing power.

Energy continues to drive up inflation. One of the main risk 
factors in the current scenario is the resurgence of inflation. 
Headline inflation rose by 0.6 pps in September to 4.9%, while 
core inflation increased by 0.2 pps to 3.1%. The increase was 
again concentrated in energy, where inflation reached 21.6%, 
amid rising oil and gas prices and changes in fuel subsidies. 
However, inflationary pressures also intensified in some core 
components, such as industrial goods, while services inflation 
remained close to 4%. This figure exceeds the range forecast  
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Spain: house prices
Year-on-year change (%)

MIVAU INE (transaction price) Registrars 
(repeat home sales)

Source: CaixaBank Research, based on data from the National Statistics Institute (INE), the Ministry 
of Housing and Urban Agenda (MIVAU), and the Association of Property Registrars. 

by CaixaBank Research and introduces upside risks to our 
inflation forecast. Nevertheless, the measures approved by the 
government – notably the increase in fuel discounts to 20 cents 
per litre and the VAT cut on electricity from 21% to 10% – could 
bring inflation slightly below 4% in the coming months, which 
will help cushion part of the shock. 

Employment continues to enjoy rapid growth, influenced  
by the exceptional regularisation. The labour market ended 
the third quarter with a significant improvement. The average 
number of registered workers rose by 92,327 people in 
September, which represented a 0.4% rise compared to August, 
exceeding the usual growth for this month of the year. The 
figure remained influenced by the extraordinary regularisation 
of undocumented migrants, which since April has enabled 
420,000 people to register with Social Security, 83,000 of  
them in September. In seasonally adjusted terms, the number  
of affiliates rose by 108,832 people, a 0.5% month-on-month 
increase and 0.1 pps more than the average of the previous 
three months. However, given the impact of the regularisation 
on the data, this acceleration cannot be attributed to an 
improvement in the underlying dynamics. The upcoming  
data, once the contribution of this process fades, will allow  
for a more precise assessment of the strength of the labour 
market.

Household savings continue to provide a significant cushion. 
Unlike the previous inflationary episode, households are facing 
the current one from a relatively comfortable financial position. 
The savings rate moderated slightly in Q2 as consumer 
spending grew more than disposable income. The strong 
performance of the latter, driven mainly by the strength of 
 the labour market, prevented a sharper decline. Specifically, 
gross disposable income increased by 5.5% year-on-year, 
compared to a 7.1% rise in consumption. The savings rate thus 
fell to 11.5% of gross disposable income on a cumulative basis 
for the trailing four quarters, compared to 12.6% a year earlier. 
Despite this moderation, the savings rate remains well above 
the 8.6% average recorded between 2000 and 2019. This gives 
households some leeway to cushion the impact of rising 
inflation on consumption, although this buffer will diminish  
if spending continues to outpace incomes.

Housing demand remains high and price pressures persist. 
Sales fell by 5.1% year-on-year in July, totalling around 409,000 
transactions between January and July. Although this is 3.0% 
lower than in the same period last year, the figure remains 
relatively high and similar to the levels of 2023 and 2024. The 
correction is widespread, with noticeable declines in Madrid 
and Barcelona. For now, this development seems more like a 
correction following the rapid growth of 2025, rather than a 
significant weakening of demand. House prices also slowed 
their growth rate: the appraisal value increased by 12.5%  
year-on-year in Q2, compared to 13.9% in the previous quarter, 
and rose by 1.7% quarter-on-quarter. Although this slowdown 
introduces a downward bias for the price growth forecast, 
supply remains insufficient to meet the ongoing high demand. 
Consequently, significant upward pressures are likely to persist 
over the coming quarters.
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Spain: 2027 macroeconomic outlook
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The geopolitical conflict in the Middle East continues  
to shape the macroeconomic environment. In July, 
hostilities between the US and Iran resumed, triggering 
heightened tension in the energy markets ever since. 
Despite this challenging environment, Spain’s economy 
continues to grow steadily. In Q2, GDP grew by 0.7% 
quarter-on-quarter, driven by private consumption, 
investment, and service exports. This performance 
exceeded our forecast of 0.5%. Moreover, the available 
indicators for Q3 suggest that this positive trend is 
continuing: confidence remains high, the peak tourist 
season has yielded very positive results, and employment 
continues to enjoy rapid growth, partly thanks to the 
regularisation of undocumented migrants.

Although Spain is facing this new episode of international 
geopolitical tension from a position of strength, rising 
energy costs, tighter financial conditions and a 
deteriorating international environment will keep 
inflation high and reduce economic dynamism. Therefore, 
incorporating the latest data leads us to revise our GDP 
growth forecast for 2026 upwards by 0.2 pps, to 2.6%. 
However, we maintain the forecast for 2027 at 2.0%  
to account for these stronger headwinds.

The assumptions underlying the new scenario

Our baseline scenario anticipates that geopolitical 
tensions will gradually ease in the coming months, but 
we do not expect a definitive resolution to the ongoing 
conflicts over the next year. In fact, occasional episodes  
of heightened tension cannot be ruled out, although this 
scenario assumes they will be short-lived.

The international conflict is primarily impacting our 
economy through the energy channel. This results in 
higher inflation and, as a consequence of central banks’ 
response to this situation, a rise in interest rates. 

We anticipate an average oil price of around 87 dollars 
per barrel in 2026, moderating to 78.5 dollars in 2027.  
This forecast for 2027 is approximately 20% higher than 
the market was anticipating back in February, before the 
outbreak of the conflict in the Gulf. This anticipated price 
trend is consistent with a scenario involving an easing  
of tensions, but without a definitive resolution to the 
conflict. Similarly, we expect gas prices will average 53 
euros/MWh in 2026 and fall to 45 euros/MWh in 2027, 
approximately 70% above our pre-conflict forecast.1

1. The forecasts for Brent crude and gas prices were produced based on the average futures market prices from the second half of August.

The rise in the energy price curve has also raised interest 
rate expectations. The ECB has already raised the depo 
rate twice this year, bringing it to 2.5%, and the market 
expects between three and four additional hikes. This 
change has also been reflected in the Euribor, which has 
recently been fluctuating between 3.3% and 3.4%, 80-90 
basis points above our forecast prior to the start of the 
conflict.

Overall, we are facing a more challenging scenario, with 
energy prices and interest rates that will be higher for 
longer.

Growth is moderating but remains high

Inflation is the main channel through which the conflict  
is affecting our economy. In Spain, it reached almost 5% 
in September and we expect it to remain high for the rest 
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of the year. Inflationary shocks are transmitted in three 
stages. First, there is the direct impact of the rise in 
energy prices. Between six and twelve months later, 
indirect effects on other components of the consumer 
basket emerge, as higher production costs are passed  
on to prices of other goods and services. Finally, more 
than a year on, second-round effects may arise from 
demands for higher wages.

For now, we expect the indirect and second-round 
effects to be limited. In spite of everything, the current 
energy shock is much less severe than in 2022, the ECB  
is responding swiftly, and the starting point is very 
different. The end of the pandemic strained global 
supply chains and created inflationary pressures, which 
were later compounded by the energy shock. In this 
context, we anticipate that inflation will be 3.4% for 2026 
as a whole, moderating to 2.5% in 2027. In any case, there  
is a high risk that this energy episode could end up being 
more persistent than expected.2

2. See the Focus «Global economic outlook and financial conditions: 
autumn 2026», in this same  Monthly Report.

 

Fortunately, the Spanish economy has several factors  
that cushion the impact of the shock. Households and 
businesses are in a favourable financial situation, with 
debt-to-GDP ratios at historic lows, which mitigates the 
impact of rising interest rates.3

3. The debt of non-financial corporations stood at 81.8% of GDP in  
Q1 2026, a level not seen since 2002 and significantly lower than the 
euro area average of 103.3% of GDP. Household debt, meanwhile, stood 
at 42.5% of GDP in the same quarter, which is the lowest level in the 
historical series and also below the euro area figure of 50.2%.

 In the second quarter,  
the household savings rate stood at 11.5% of disposable 
income, well above the 7.3% average recorded between 
2015 and 2019. This level of savings provides households 
with a cushion to absorb rising inflation without having 
to sharply cut back on consumption decisions. Finally,  
the data confirm the strong performance of the tourism 
sector. Despite occasional concerns about the availability 
of aviation fuel – a risk that did not materialise this 
summer – the sector has benefited from a redirection  
of tourist flows towards Spain, which is perceived as a 
safe destination amid the instability in the Middle East. 
This has led to excellent results both in Q2 and during  
the peak season.4

4. For an assessment of the peak tourist season, see the Focus «The high 
season once again attracts international tourists to Spain», in this same 
Monthly Report.

 

Beyond the headwinds from the conflict and these 
cushioning factors, the economy will continue to grow, 
driven by domestic demand, which is supported by 
consumption and investment. At the same time, exports 
of both tourism and non-tourism services will continue  
to perform well.

Population growth, driven by high levels of immigration, 
will continue to support private consumption. Investment, 
for its part, will continue to benefit from high confidence 
and the boost from European funds. Although their 
budget execution is almost complete, the impact  
on the real economy occurs with a certain delay, so they 
should still support investment growth this year and next.

In contrast, the weak growth of our main trading partners, 
the protectionist shift in the US and the conflict in the 
Middle East will continue to weigh on goods exports, 
which are expected to remain very subdued.

Overall, we have revised our GDP growth forecast for 
2026 upwards by 0.2 pps, to 2.6%, after incorporating  
the better-than-expected figure for the second quarter. 
However, we have kept the forecast for 2027 unchanged 
at 2.0%. Although recent data indicate stronger growth 
momentum than expected, this effect is offset by higher 
interest rate and inflation expectations.

However, the risks to the scenario are skewed to the 
downside. The likelihood of the conflict in the Middle East 
becoming entrenched or escalating is higher now than it 
was just a few months ago. If these risks materialise, one 
could expect, among other things, higher inflation and 
interest rates, as well as a decline in confidence, all of 
which would further weigh on activity.

Oriol Carreras Baquer

https://www.caixabankresearch.com/en/economics-markets/recent-developments/perspectivas-y-condiciones-financieras-economia-internacional
https://www.caixabankresearch.com/en/economics-markets/recent-developments/perspectivas-y-condiciones-financieras-economia-internacional
https://www.caixabankresearch.com/en/sectoral-analysis/tourism/high-season-once-again-attracts-international-tourists-spain
https://www.caixabankresearch.com/en/sectoral-analysis/tourism/high-season-once-again-attracts-international-tourists-spain


27  

SPANISH ECONOMY | FOCUS

OCTOBER 2026

10

The high season once again attracts international tourists  
to Spain 

June-August

Spain: international tourist arrivals in 2026
Year-on-year change (%)

Year to date

Nota: In the first chart, the countries are arranged in ascending order of year-on-year growth 
in the peak season. In the second chart, they are arranged according to the change in the 
share of the total between 2025 and 2026.
Source: CaixaBank Research, based on data from the National Statistics Institute (INE).

Change in share of the total
June-August 2026 vs. same period in 2025 (pps)
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Spain’s tourism sector has accelerated once again. 
After several years of intense post-pandemic recovery, 
the pace of growth began to slow in 2025, but the high 
season data for 2026 confirms a new shift of gears. 
Spain’s tourism sector has benefited from the 
redirection of tourist flows following the outbreak  
of the conflict in the Middle East, as tourists have 
found Spain to be a safe and equally attractive 
destination.1

1. In this article, all the indicators analysed refer to a peak season 
running from June to August.

 

This high season, Spain received 1.8 million more 
international tourists than last year (+5.7% year-on-
year between June and August), bringing the 
cumulative growth since January to 5.4%. The United 
Kingdom remains the main source market for tourists 
and in 2026 it showed significant growth, as part of  
a wider recovery following several years of very 
modest advances. Tourist flows from Eastern European 
countries, the US, Switzerland and Italy also recorded 
notable growth rates and their share of total 
international demand continues to increase. The  
Rest of America market, which includes Latin America,  
also stands out as the most dynamic so far in 2026, 
although its growth rate slowed during the summer 
months. In contrast, Germany and France, two of  
the main markets for the Spanish sector, experienced 
weaker-than-expected growth.

Foreign tourist spending also maintained momentum 
during the peak season, with an 8.3% year-on-year 
increase. This growth was supported both by the 
increase in arrivals and by high tourism inflation 
(around 4% in the same period). The average 
expenditure per tourist rose by 2.4% between June 
and August, below the rise in tourism prices and last 
year’s figure (3.8%). By source market, data published 
by the National Statistics Institute (INE) on average 
expenditure per tourist indicates a particularly positive 
trend among German tourists, which more than  
offset the weakness observed among British tourists.  
By category, our indicator of total expenditure by 
international tourists2

2. The international tourist expenditure indicator in Spain includes 
in-person payments and cash withdrawals made by international 
tourists in Spain. International tourist expenditure is considered to 
include payments made in Spain on CaixaBank POS terminals using 
cards issued by foreign entities.

 shows a particularly favourable 

pattern in catering, with a growth rate of 15.9%,  
while spending on retail and leisure advanced almost 
in line with the aggregate figure and accommodation 
recorded more moderate growth (see second chart). 

In this context of renewed dynamism in international 
demand, the hotel sector has once again enjoyed  
a strong high season, with the occupancy rate 
reaching 76.9% per available room compared to  
76.5% a year earlier. This improvement has been 
accompanied by a solid increase in profitability,  
at 6.0% year-on-year.

Regional patterns also confirm the post-pandemic 
trend favouring destinations in northern Spain,  
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Average expenditure by source market
Year-on-year change (%)

June-August 2026 June-August 2025
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Occupancy rate and profitability

which have traditionally been less attractive to 
tourists. Cantabria, Asturias and Galicia have once 
again improved their occupancy and profitability 
levels, although Asturias still has room for 
improvement in terms of revenue per available room. 

In contrast, Madrid and the Canary Islands stand out  
as having a less favourable trend, with declines in 
occupancy rates compared to 2025 and below average 
profitability growth.

Pedro Álvarez Ondina
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Activity and employment indicators
Year-on-year change (%), unless otherwise specified

2024 2025 Q3 2025 Q4 2025 Q1 2026 Q2 2026 07/26 08/26 09/26

Industry
Industrial production index  0.4 1.3 2.4 1.8 0.5 2.1 2.3 ... ...
Indicator of confidence in industry (value) –4.9 –4.8 –5.1 –3.9 –3.1 –4.0 –2.4 –3.6 –1.0
Manufacturing PMI (value) 52.2 50.9 52.6 51.1 49.3 50.9 50.2 49.5 51.0

Construction
Building permits (cumulative over 12 months) 16.7 8.8 7.9 8.8 6.2 ... ... ... ...
House sales (cumulative over 12 months) 9.7 11.1 18.5 11.1 5.2 0.6 –1.0 ... ...
House prices 8.4 12.7 12.8 12.9 12.9 12.2 ... ... ...

Services
Foreign tourists (cumulative over 12 months) 10.1 3.2 4.3 3.2 2.7 3.2 3.5 4.3 ...
Services PMI (value) 55.3 54.5 54.2 56.4 52.9 50.7 58.3 57.8 58.3

Consumption
Retail sales1 1.7 4.3 4.5 4.2 3.3 0.8 –0.4 –0.4 ...
Car registrations 7.2 12.9 16.9 8.0 7.6 5.0 3.7 11.8 10.2
Economic sentiment indicator (value) 103.1 103.1 102.7 104.3 105.2 103.0 104.3 102.1 105.5

Labour market
Employment 2 2.2 2.6 2.6 2.8 2.4 2.3 ... ... ...
Unemployment rate (% labour force) 11.3 10.5 10.5 9.9 10.8 9.9 ... ... ...
Registered as employed with Social Security 3 2.4 2.3 2.3 2.4 2.3 2.6 2.9 3.1 3.4

GDP 3.7 2.6 2.4 2.5 2.6 2.6 ... ... ...

Prices
Year-on-year change (%), unless otherwise specified

2024 2025 Q3 2025 Q4 2025 Q1 2026 Q2 2026 07/26 08/26 09/26

General 2.8 2.7 2.8 3.0 2.7 3.2 3.6 4.3 4.9
Core 2.9 2.3 2.4 2.6 2.7 2.9 3.0 2.9 3.1

Foreign sector
Cumulative balance over the last 12 months in billions of euros, unless otherwise specified

2024 2025 Q3 2025 Q4 2025 Q1 2026 Q2 2026 07/26 08/26 09/26

Trade of goods
Exports (year-on-year change, cumulative over 12 months) 0.2 0.7 0.8 0.7 0.2 1.2 1.1 ... ...
Imports (year-on-year change, cumulative over 12 months) 0.1 4.6 4.6 4.6 1.7 4.5 4.6 ... ...

Current balance 53.4 54.8 54.3 54.8 54.2 47.0 46.5 ... ...
Goods and services 69.0 65.1 64.7 65.1 67.7 61.7 62.6 ... ...
Primary and secondary income –15.6 –10.3 –10.4 –10.3 –13.4 –14.7 –16.2 ... ...

Net lending (+) / borrowing (–) capacity 71.5 72.3 72.7 72.3 71.7 66.0 65.3 ... ...

Credit and deposits in non-financial sectors 4 
Year-on-year change (%), unless otherwise specified

2024 2025 Q3 2025 Q4 2025 Q1 2026 Q2 2026 07/26 08/26 09/26

Deposits
Household and company deposits 5.1 4.8 4.9 4.8 5.5 5.0 4.8 3.9 ...

Demand and notice deposits 2.0 6.7 7.2 6.7 7.1 5.0 4.2 3.0 ...
Time and repo deposits 23.5 –4.7 –6.6 –4.7 –2.2 5.4 8.0 8.9 ...

General government deposits 5 23.1 4.9 7.2 4.9 5.0 8.5 4.6 4.7 ...
TOTAL 6.3 4.8 5.1 4.8 5.5 5.3 4.8 4.0 ...

Outstanding balance of credit
Private sector 0.7 3.5 2.8 3.5 3.8 2.0 3.3 3.2 ...

Non-financial firms 0.4 2.9 2.3 2.9 3.7 3.8 4.5 4.4 ...
Households - housing 0.3 3.5 2.9 3.5 3.7 3.7 3.8 3.7 ...
Households - other purposes 2.3 4.6 3.7 4.6 4.3 –6.8 –0.9 –0.8 ...

General government –2.6 10.7 12.9 10.7 8.1 8.3 2.5 1.6 ...
TOTAL 0.5 3.9 3.4 3.9 4.1 2.4 3.3 3.1 ...

NPL ratio (%)6 3.3 2.7 2.9 2.7 2.6 2.5 2.5 ... ...

Notes: 1. Deflated, excluding service stations. 2. LFS. 3. Average monthly figures. 4. Aggregate figures for the Spanish banking sector and residents in Spain. 5. Public-sector deposits, excluding repos. 6. Data at 
the period end.
Sources: CaixaBank Research, based on data from the Ministry of Economy, the Ministry of Transport, Mobility and Urban Agenda (MITMA), the Ministry of Inclusion, Social Security and Migration (MISSM), the 
National Statistics Institute (INE), S&P Global PMI, the European Commission, the Department of Customs and Excise Duties and the Bank of Spain.
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Higher growth and more inflation 
in Portugal
The publication of the historical GDP series led to an 
upward revision of growth in the first two quarters of 2026 
and placed the half-yearly increase at 2.5%, 0.1 percentage 
point higher than the previous estimate. The revision also 
places growth for 2024 at 2.7% (an upward revision of 0.5 pps) 
and maintains growth for 2025 at 1.9%. Domestic demand 
remained the main driver of growth in the first half of 2026, 
with upward revisions in consumption (+3.6% year-on-year, 
+0.1 pp) and investment (+8.9% year-on-year, +0.3 pps). 
Overall, this review, a better-than-expected second quarter, 
and the expectation of continued growth in the second half 
have led us to revise the growth forecast for 2026 to 2.3% 
(previously 1.8%).

The available indicators for Q3 show strong momentum. 
The Economic Sentiment Indicator (ESI) rose to 102.4 points 
(vs. 101.6 in Q2), with uneven performance across components. 
Confidence in industry improved, while confidence among 
consumers, services and construction were affected by rising 
inflation and interest rates. Consumption and labour market 
indicators continue to show notable strength. The high 
household savings rate, along with the announcement  
of new fiscal stimuli in Q4, provides a significant cushion  
for disposable income and will help sustain growth towards 
the end of the year.

Inflation rises in September, while house prices grow at  
a more moderate pace. The year-on-year rate of change in  
the CPI stood at 3.6% in September (+0.3 pps compared to 
August). Core inflation rose to 2.7% (+0.1 pp) and remains  
on a more restrained trajectory. The house price index, 
meanwhile, rose by 16.5% year-on-year in Q2 (vs. 17.8%  
in Q1). The number of transactions in the quarter remained 
strong and well above the series average, albeit with a 
slowdown (–6.4% year-on-year). Although the persistence  
of high demand and supply-side constraints will continue  
to support prices, we expect the moderation trend to persist  
n the second half of the year amid rising interest rates.

The economy records an external lending capacity of 2.3% 
of GDP at the end of Q2. Households remain the largest 
contributors to this surplus, with a lending capacity equivalent 
to 4.1% of GDP. Non-financial corporations, meanwhile, 
continue to reduce their funding needs, reflecting their lower 
levels of debt. The general government recorded an external 
lending capacity (government balance in national accounting 
terms) of 0.5% of GDP (–0.1 pp vs. the same period the 
previous year). Budget execution data also show a reduction 
in the surplus during this period (from 0.9% to 0.5% of GDP). 
On the expenditure side, the most notable factors are the 
significant increase in public investment, exceeding 30%,  
and the fiscal impact of the storms at the beginning of the 
year, estimated at around 550 million euros.
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Activity and employment indicators
Year-on-year change (%), unless otherwise specified

2024 2025 Q3 2025 Q4 2025 Q1 2026 Q2 2026 07/26 08/26 09/26

Coincident economic activity index 2.0 2.0 2.0 2.4 2.3 2.2 2.4 2.5 ...
Industry
Industrial production index  0.8 0.7 3.3 0.6 0.4 –0.8 –0.9 –3.8 ...
Confidence indicator in industry (value) –6.2 –4.0 –3.2 –2.9 –2.1 –3.6 –4.3 –4.4 ...

Construction
Building permits - new housing
(number of homes) 8.8 18.9 5.7 14.8 –2.2 10.8 ... ... ...

House sales 14.5 15.5 3.8 –4.7 –8.7 –6.4 – – ...
House prices (euro / m2 - valuation) 8.5 17.4 18.2 18.4 17.5 16.7 15.2 14.7 ...

Services
Foreign tourists (cumulative over 12 months) 6.3 1.7 2.5 1.7 2.1 1.5 1.0 9.3 ...
Confidence indicator in services (value) 5.5 10.1 11.6 7.7 6.0 8.2 8.4 8.4 ...

Consumption
Retail sales 3.3 5.3 5.8 5.3 4.4 3.5 2.6 2.4 ...

Coincident indicator for private consumption 2.8 3.5 3.3 3.5 3.4 3.0 2.9 3.0 ...

Consumer confidence index (value) –18.0 –16.2 –16.2 –15.2 –16.2 –25.6 –22.6 –20.5 ...
Labour market
Employment 1.2 3.2 3.7 3.7 2.3 2.9 1.6 0.9 ...
Unemployment rate (% labour force) 6.4 6.0 5.8 5.8 6.1 5.3 5.7 5.7 ...
GDP 2.7 1.9 2.1 1.9 2.4 2.6 – – –

Prices
Year-on-year change (%), unless otherwise specified

2024 2025 Q3 2025 Q4 2025 Q1 2026 Q2 2026 07/26 08/26 09/26

General 2.4 2.3 2.6 2.2 2.2 3.3 3.0 3.3 3.6
Core 2.5 2.2 2.3 2.1 1.9 2.3 2.6 2.6 2.7

Foreign sector
Cumulative balance over the last 12 months in billions of euros, unless otherwise specified

2024 2025 Q3 2025 Q4 2025 Q1 2026 Q2 2026 07/26 08/26 09/26

Trade of goods
Exports (year-on-year change, cumulative over 12 months) 2.0 0.1 1.6 0.1 –3.2 0.0 1.8 ... ...
Imports (year-on-year change, cumulative over 12 months) 2.0 4.5 6.9 4.5 3.7 4.3 3.9 ... ...

Current balance 7.3 3.6 3.4 3.6 2.3 1.2 0.7 ... ...
Goods and services 6.8 3.0 3.2 3.0 1.7 0.5 0.2 ... ...
Primary and secondary income 0.5 0.6 0.2 0.6 0.6 0.7 0.5 ... ...

Net lending (+) / borrowing (–) capacity 10.5 8.3 7.6 8.3 7.7 7.3 6.8 ... ...

Credit and deposits in non-financial sectors
Year-on-year change (%), unless otherwise specified

2024 2025 Q3 2025 Q4 2025 Q1 2026 Q2 2026 07/26 08/26 09/26

Deposits 1

Household and company deposits 7.5 5.4 6.3 5.4 6.4 6.9 6.3 5.8 ...
Sight and savings –0.3 8.1 8.6 8.1 7.9 7.3 7.1 5.6 ...
Term and notice 15.3 3.1 4.3 3.1 5.1 6.5 5.6 5.9 ...

General government deposits 26.7 28.7 –0.5 28.7 20.4 9.2 19.9 24.9 ...
TOTAL	 7.9 6.0 6.1 6.0 6.9 7.0 6.8 6.4 ...

Outstanding balance of credit 1

Private sector 1.9 6.6 5.8 6.6 7.7 8.2 8.4 8.7 ...
Non-financial firms –1.0 2.6 2.2 2.6 4.3 4.8 5.2 5.2 ...
Households - housing 3.0 9.3 8.0 9.3 9.8 10.6 10.8 11.2 ...
Households - other purposes 5.4 7.0 6.9 7.0 8.4 8.2 8.2 8.7 ...

General government 0.6 6.4 4.8 6.4 3.2 3.2 5.8 6.9 ...
TOTAL 1.9 6.6 5.7 6.6 7.5 8.0 8.4 8.7 ...

NPL ratio (%) 2 2.4 2.1 2.3 2.1 2.1 2.1 – – –

Notes: 1. Residents in Portugal. The credit variables exclude securitisations. 2. Period-end figure.
Source: CaixaBank Research, based on data from the National Statistics Institute of Portugal, Bank of Portugal and Refinitiv.
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as the wine industry will be crucial  
to enhancing their resilience and 
ability to generate added value.

Sectoral Observatory  
S1 2026

The Spanish economy is facing 
 the first half of 2026 from a position  
of strength, albeit with a clear 
moderation in growth following the 
strong dynamism of 2025 and amid  
a more adverse international context. 
The outbreak of the war in Iran has 
introduced a new supply shock that  
is affecting sectors unevenly, with a 
bigger impact on industry while 
domestically-oriented services are 
showing greater resilience. Despite  
this, the strength of domestic demand 
and progress made in modernising  
the productive base are allowing the 
impact to be absorbed without any 
significant deterioration of the cycle. 

Real Estate Sector  
Report S1 2026

This new edition of the Real Estate 
Sector Report (S1 2026) analyses 
recent dynamics and the outlook  
for the sector in Spain, highlighting 
the main challenges that will shape 
market trends and price pressures in 
the coming years: the deterioration 
of affordability, the shortage of 
available housing and territorial 
imbalances. The rental cost burden 
among Spaniards is also examined  
in depth through the analysis of 
high-frequency internal data.
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Through our studies, we help to stimulate debate and the exchange of views among all sectors of society, as well as to promote the 
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We recommend:

Real-Time
Economics

https://realtimeeconomics.caixabankresearch.com

Follow us on: Newsletterwww.caixabankresearch.com PodcastCaixaBank

Follow the evolution of the Spanish economy
with our real-time indicators.
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