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Key Takeaways

2

• We expect Spanish regions will improve their budgetary performance in 2024, supported by high revenues from the 
regional financing system and the return of fiscal rules. Difficulties will emerge from 2025 as revenue growth slows and 
high operating expenditures limit the flexibility of regional accounts.

• Recent revenue increases enabled the regions to reduce their debt ratios, although significant regional differences 
remain. Debt continues to rise in nominal terms.

• Spanish normal-status regions could benefit from the central government's debt write-off in 2025, although the 
precise timing and effect on individual regions remain uncertain.

• Mainly due to the political situation, Spanish regions face structural challenges and cyclical uncertainties. These are 
partly offset by mitigating factors, such as solid economic growth.
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After Improving In 2024, Operating Balances Will Weaken From 2025

• Spanish regions’ budgetary performance will improve
in 2024 on the back of high revenue growth.

• The re-introduction of fiscal rules--including
binding deficit, debt, and expenditure growth targets-
-could improve performance additionally, although
we do not expect that the regions will fully comply
with these rules.

• Regional performance disparities will continue 
because of structural funding differences.

• Regions that remain underfinanced struggle to
balance their budgets.

• Some regions took advantage of the significant
revenue increase in 2023, while limiting operating
expenditure growth. This enabled them to post large
operating surpluses.

• Spanish regions will post small operating surpluses, 
on average, over 2025-2026. Slower revenue growth
means that these will fall short of operating
surpluses in 2024.

Budgetary execution will weaken, with persistent differences across regions
Operating balance as % of operating revenues

f--Forecast. Source: S&P Global Ratings.

-20.0

-15.0

-10.0

-5.0

0.0

5.0

10.0

15.0

2018 2019 2020 2021 2022 2023 2024f 2025f 2026f

Average Max Min



Financing system resources grow by 14% due to settlements
Resources from the regional financing system (bil. €)

Tax revenues increased by 6% in 2023, versus 13% in 2022
Tax revenues (bil. €) 
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Revenues from the financing system will increase significantly in 2024, thanks to a large positive settlement from 2022 that affects 2024 
figures. Tax revenue growth in 2022 exceeded the central government’s initial estimates. Tax collection continued to grow in 2023, 
although at a slower pace than in 2022. This could result in a lower settlement in 2025, likely leading to an overall slowdown in revenue
growth.

Revenue Growth Will Decrease Over 2025-2026

f--Forecast. Source: S&P Global Ratings. PIT--Personal income tax. VAT--Value-added tax. Sources: Spanish Tax Agency, S&P Global Ratings.
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Expansion in operating expenditures due to the pandemic has become structural
Operating expenditure by type (% growth)
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• Spanish regions' operating expenditures are 
relatively rigid as most of their spending is related
to healthcare and education.

• The COVID-19 pandemic led to an expansion in 
personnel expenditure to reinforce public services, 
and increased purchases of goods and services. 
Most of these expenditures have now become
structural in regional budgets.

• Inflation explains the growth in operating
expenditures only partially. The cumulative 
increase in operating expenditures significantly
outpaces price increases.

• Interest payments also put pressure on regional 
operating expenditures but remain manageable for
now.

• We expect Spanish regions will moderate this
expenditure growth over 2024-2026 as inflationary
pressures ease. Some pandemic- and inflation-
related transfers to support families and 
businesses are phased out.

• The return of fiscal rules will also limit expenditure
expansion.

Operating Expenditure Has Outpaced Inflation

Source: S&P Global Ratings.

Index (2019=100)



Regional differences in per capita financing remain significant, even after taking into account need-based adjusted
population figures, and bear no clear relation to relative fiscal capacity or wealth levels.

Expenditures also differ considerably. The expenditures of underfunded regions, such as Valencia and Murcia, are in line 
with the regions' overall average, which leads to structural budgetary imbalances.
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Operating revenues versus operating expenditures 
Per capita, based on adjusted population figures versus the national average (%)
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Capital revenues and expenditures will decrease (bil. €) Execution is progressing but at different speeds
European RRF execution as of 2023 (%)
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Spanish regions continue to accelerate investments from the EU’s Recovery and Resilience Facility (RRF). We estimate
that they have spent an average of almost 40% of the funds allocated to them. Capital revenues will decline as most
funds were already transferred to regions over 2021-2023. 

Capital Investments Will Remain High Over 2024-2026

f--Forecast. Source: S&P Global Ratings. Only considers regions we rate. *Data as of March 2024. Source: S&P Global Ratings.
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RRF Fund Execution Will Weigh On Balances After Capital Accounts

-8

-6

-4

-2

0

2

4

2018 2019 2020 2021 2022 2023 2024f 2025f 2026f

Operating balance (% operating revenues) Balance after capital accounts (% total revenues)

• We forecast Spanish regions will post modest
deficits after capital accounts over 2024-2026, 
mostly due to the execution of the RRF.

• Nevertheless, we acknowledge that, in national
accounting terms, the effect of RRF funds is
neutral and adjusted when calculating official
deficits.

• The transfer of RRF funds over 2021-2022 distorted
regional deficits in budgetary accounting terms by
narrowing the gap between operating balances 
and balances after capital accounts. This is
because Spanish regions received high capital 
revenues from the RRF that they did not spend
immediately. 

• This gap has expanded since 2023 as investments
accelerated and Spanish regions received fewer
RRF funds.

Spanish regions will continue to post moderate deficits after capital accounts

f--Forecast. Source: S&P Global Ratings.



Debt ratios have decreased since 2022
Tax-supported debt (% of consolidated operating revenues)

Debt in nominal terms continues to rise steadily
Tax-supported debt (bil. €)
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Increasing Revenues Reduced Debt Ratios
However, debt continues to increase in nominal terms and structural differences in debt levels across regions persist.

f--Forecast. Source: S&P Global Ratings. f--Forecast. Source: S&P Global Ratings. 
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Potential effect of different debt write-off scenarios on regional debt ratios (March 2024 estimate)
Change in tax-supported debt as a percentage of consolidated operating revenues (%)
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A potential debt write-off, whose precise effects on Spanish regions remain uncertain, would leave the structural
problems that led to debt increases unaddressed.

A Debt Write-Off By The Government Would Only Have Short-Term Benefits

Source: S&P Global Ratings.
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Differences in interest burdens are narrower than debt ratios would suggest
Tax-supported debt versus interest payments in 2023
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Regions that finance their needs through long-dated bonds, such as Madrid, pay higher interest rates but have flattened
their maturity profiles. Regions that fund their needs mainly with central government liquidity have a lower interest
burden than their debt stock would suggest.

Asymmetries In Debt Levels And Interest Payments Remain

Source: S&P Global Ratings.



Net interest payments start to climb only in 2024
Percentage of operating revenues (%)

Cash balances are set to decline over the coming years
Regional bank deposits (bil. €)
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Revenues From Bank Deposits Temporarily Mitigated The Increase In Interest
Payments

Net interest payments are interest payments minus interest income. f--Forecast. Source: S&P Global Ratings. Q--Quarter. Sources: Bank of Spain, S&P Global Ratings.



Liquidity mechanisms represent over half of total 
outstanding regional debt

Madrid, Andalusia, Galicia, and the Basque Country are the
most recurrent bond issuers
Bond issuances (bil. €)
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Spanish regions’ bond issuances until June 2024 already exceeded those in full-year 2023. Yet liquidity mechanisms
remain the main financing source.

The Appetite For Market-Based Financing Increases

Sources: Bank of Spain, S&P Global Ratings . *Data as of June 2024. Sources: CNMV, S&P Global Ratings. 



Structural challenges Short- and medium-term uncertainties Mitigating factors

Reform of the regional financing 
system

Relations between regions and the central 
government are becoming harder to 
predict and less institutionalized

Strong economic growth compared with other 
eurozone countries, with tourism at record levels

Divergence in deficits and debt Lack of clarity on the enforcement of new 
fiscal rules

Expected inflation moderation and interest rate cuts, 
which could ease pressure on budgets

Spending pressure due to the 
effect of the aging population on 
healthcare spending

Uncertainty about 2025 resources from 
the regional financing system

Investment capacity and economic growth, thanks to
the RRF and other European funds

Normalizing access to market-
based financing

Details about the debt write-off remain 
uncertain

Good access to diversified financing sources, 
including bonds and bank loans
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Spanish Regions Face Structural Challenges And Cyclical Uncertainties

Source: S&P Global Ratings.



Ratings History Of Spanish Regions
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*Data as of June 19, 2024. Source: S&P Global Ratings.

BB-
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024*

BB

BB+

BBB-

BBB

BBB+

A-

A

Canary Islands (A)
Galicia (A)
Madrid (A)

A+

AA-

AA

AA+

AAA

Valencia (BB)

Extremadura (BBB)

Aragon (BBB+)

Andalusia (A-)
Balearic Islands (A-) 

Basque Country (AA-)
Navarre (AA-)

 
 

 



16

Alejandro Rodriguez Anglada
Director, Lead Analyst

Sovereign & International Public Finance

alejandro.rodriguez.anglada@spglobal.com

Marta Saenz
Associate Director

Sovereign & International Public Finance

marta.saenz@spglobal.com

Manuel Becerra
Rating Analyst

Sovereign & International Public Finance

manuel.becerra@spglobal.com

Analytical Contacts

mailto:alejandro.rodriguez.anglada@spglobal.com
mailto:marta.saenz@spglobal.com
mailto:manuel.becerra@spglobal.com


17

Copyright © 2024 by Standard & Poor’s Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form 
by any means, or stored in a database or retrieval system, without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized 
purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P 
Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is 
provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, 
FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall 
S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and 
opportunity costs or losses caused by negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions 
(described below) are not recommendations to purchase, hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following 
publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment and other 
business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no 
duty of due diligence or independent verification of any information it receives. Rating-related publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not 
limited to, the publication of a periodic update on a credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such 
acknowledgement at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any damage alleged to have been 
suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result, certain business units of S&P may have information that is not 
available to other S&P business units. S&P has established policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are 
made available on its Web sites, www.spglobal.com/ratings (free of charge) and www.ratingsdirect.com (subscription) and may be distributed through other means, including via S&P publications and third-party redistributors. Additional 
information about our ratings fees is available at www.spglobal.com/ratings/usratingsfees. 

Australia: S&P Global Ratings Australia Pty Ltd holds Australian financial services license number 337565 under the Corporations Act 2001. S&P Global Ratings' credit ratings and related research are not intended for and must not be 
distributed to any person in Australia other than a wholesale client (as defined in Chapter 7 of the Corporations Act).

STANDARD & POOR'S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor's Financial Services LLC.

spglobal.com/ratings

http://www.spglobal.com/ratings
http://www.ratingsdirect.com/
http://www.spglobal.com/ratings/usratingsfees

	Spanish Regions
	Key Takeaways
	After Improving In 2024, Operating Balances Will Weaken From 2025
	Revenue Growth Will Decrease Over 2025-2026
	Operating Expenditure Has Outpaced Inflation
	Per Capita Spending And Revenues Differ Across Regions
	Capital Investments Will Remain High Over 2024-2026
	RRF Fund Execution Will Weigh On Balances After Capital Accounts
	Increasing Revenues Reduced Debt Ratios
	A Debt Write-Off By The Government Would Only Have Short-Term Benefits
	Asymmetries In Debt Levels And Interest Payments Remain
	Revenues From Bank Deposits Temporarily Mitigated The Increase In Interest Payments
	The Appetite For Market-Based Financing Increases
	Spanish Regions Face Structural Challenges And Cyclical Uncertainties
	Ratings History Of Spanish Regions
	Analytical Contacts
	Slide Number 17

