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A quick look at the performance table of the world’s stock exchanges in 2017, which 
reveals upwards trends in all the benchmark economic areas in both advanced and 
emerging markets, is sufficient to confirm that the financial year was quite positive. 

This favourable trend in stock prices is largely due to improved performance of listed 
company businesses, boosted by a stable global economic environment and general 
growth since 2016. Moreover, 2017 saw dominant financial stability in gradually expansive 
conditions which, although slow, tended to normalise the situation in the United States 
and Europe.

The characteristics of the Spanish economy are also positive; these include very 
favourable figures for employment, investment and foreign trade, as well as a continued 
decrease in household and company debt and the re-routing of the public deficit.

Global GDP rebound in recent months is so widespread that it is difficult to find previous evidence 
of such an extensive consensus of economic growth between regions at very different levels of de-
velopment. According to the IMF, approximately 75% of the world’s economy is enjoying this eco-
nomic boom and, although not free of risks, it is being considered by stock market investors with 
optimism and prolonged stock price increases in many countries. This is true to such an extent that 
recent months have seen multiple surveys and experts, especially in the USA, warning of a scenario of 
stock market overestimation, whereas a good number of critical indicators appear to contradict such 
a scenario. The Dow Jones has repeatedly broken historical ceilings for months and has been growing 
unimpaired since 2009, with nearly 25% growth in 2017. The situation in the United States is the most 
noteworthy, but not the only one in the world.

The Spanish economy

grows 3%      
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As in previous global economic expansion cycles, this is largely due to the strong performance of 
the world’s largest economy. GDP of the United States is growing at 2.2% (3.3% in Q3 2017, among the 
highest quarters since 2014), with the lowest unemployment rate in a decade (4.1%), home sales are the 
highest in the last decade (18%), the consumer confidence index is improving continuously as well as 
that of businesses, which are expecting the tax reform promised by the President that includes a very 

considerable reduction of the corporate tax (form 35% to 20%). Prices have reacted with a moderate 
increase (2.1% YoY), leaving behind the spectre of deflation. Moreover, other than the need to integrate 
salaries more forcefully into the moment of economic growth, no short-term risks are on the horizon if 
the process of tightening monetary conditions continues gradually.

•    Decoupling between European and United States monetary policy continues.
•    The latest increases in United States interest rates have resulted in an increase in German bund  
    profitability.
•    The year 2017 saw resistance versus surpassing 2.5% profitability in United States bonds and 0.5% in                
     German bonds.

DEBT SPREAD - United States and Germany

The most recent IMF forecasts indicate an increase in global GDP of 3.6% in 2017 and 3.7% in 2018, up-
wards from 3.2% in 2016. This rise is accompanied by an annual increase in worldwide trade volume 

in 2017 that practically doubled that of the previous year (4.2% versus 2.4%) and will remain at approx-
imately 4% in 2018.
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Europe has demonstrated more economic robustness than expected  
in 2017

The economic boom in the USA has been accompanied by the economic upturn in Europe, which 
appeared to be weaker than it turned out to be. Japanese GDP expectations in recent months of 1% 
have risen to the current 1.5% for 2017 and emerging market economies headed by China and India are 
showing signs of accelerating their upward trend in the global economy.

Undoubtedly, the higher than expected growth of GDP in Europe is one of the pleasant surprises of 
2017. After the confirmation of the Brexit in 2016, a certain economic uncertainty was envisioned, which 
for the moment has not affected the behaviour of the economic players. The latest forecasts indicate 
an increase in GDP per capita in the Eurozone of 2% in 2017 and 1.8% in 2018, upwards from the average 
recorded between 1999 and 2008, an event restricted to very few economic zones worldwide.

The German economy is registering better than expected signs of internal activity, with a GDP slightly 
over 2% and leading significant improvements in the economic outlook of Central and Eastern Europe, 
where both developed and emerging market economies are recording overall increases in GDP at 
approximately 3%-4%. These rates of growth can also be found in countries such as Spain or Ireland. 
In Italy, expected GDP for 2017 is 1.5%, after an initial growth at the beginning of the year of nearly 0.5%.

The measures taken by the ECB to keep interest at historically low rates and reduce stimuli from the 
purchase of assets slowly and gradually appear to be producing a positive or stabilizing effect on 
product growth trends in most European countries. The least of these effects is significant short-term 
progress in private sector debt reduction and the application of programmes intended to consolidate 
the budget, contain public deficit and the debt in these economies, which continue to be very vulner-
able to changes in short and medium-term financing conditions.

• The growth clock shows improved convergence between countries.
• The expansive cycle in Europe has gained momentum, as seen by the appreciation of the euro versus 

the dollar and despite the fact that monetary policies are on different timings.
• Ireland and Spain continue leading growth in the EMU. Greece, in turn, is beginning to overcome 

economic depression.
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Inflation in Europe finally appears to have left negative levels behind; although lower than desirable (ap-
proximately 2%, according to stability mandates) the trend is positive as regards normalisation of financial 
conditions. This economic upturn must now be prolonged by transferring the improvements to real eu-
ros in salaries in a very positive environment of job creation and a gradual reduction in unemployment.

Lower worldwide unemployment is very good news. It is currently much lower than the average for 
1995-2015 and consistent in the main economic regions: 4.1% in the United States, versus an average of 
6%; 7.8% in the EU28, versus 9.3%; 9.1% in the EMU, versus 9.8%; and 2.9% in Japan, versus and average 
of 4.3%. Unemployment in Spain continues slightly over the average for that period (17.4% versus 16.2%) 
but has fallen swiftly nearly 10 percentage points in the last three years.

The inflation rebound in Europe is partially due to the rise in oil prices, which have doubled in 2 years 
from around 35 dollars for a barrel of Brent to nearly 65 dollars currently. In the same vein, strong Euro-
pean economic activity and continued decoupling of the monetary policy versus the USA has also had 
an impact on the euro/dollar exchange rate. The euro appreciated nearly 20% versus the dollar in 2017.

In the medium term, but starting now, the focus should be on continuing to reduce the volume of debt 
in the system, while countries with more relaxed fiscal policies should dedicate more resources to driv-
ing investment, an essential factor for future regional development and one of the initiatives that has 
suffered the most under the effects of the crisis. These investment processes will generate future em-
ployment which, among other essential effects, will serve to address the relentless ageing process of 
the European population, providing the opportunity to obtain the necessary economic resources that 
can sustain the standards of welfare and social equality underlying the foundational principles of the EU.
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The spanish economy is heading in the right direction 

In Spain, the levels of growth have remained solid, in line with the good moment that the recovery in 
the Eurozone is experiencing. The GDP has risen for 16 consecutive quarters and is expected to close a 
year with an increase of 3.1%. For 2018, there is an anticipated outlook of restraint in the growth rate after 
three vigorous years, with varying GDP rates above 3%, strong job creation, acceleration in consumer 
activity and investment, in spite of the wage restraint and fiscal austerity. As regards the latter, the deficit 
for all state and local government bodies is expected to reach 3.2% of the GDP in 2017 and 2.4% in 2018. 
If this is achieved, Spain will be able to exit the European “excessive deficit procedure” programme, 
which requires a significant reduction in the deficit to the threshold of 3% of GDP.

MACROECONOMIC SCENARIO FOR SPAIN 2017-2018.  
Annual variation (%) unless indicated

2017 2018

IMF  
(October 2017)

European  
Commission 

(November 2017)
Government 

(October 2017)

Spanish analyst 
consensus 

(November 2017) (1)
IMF 

(October 2017)

European 
Commission 

(November 2017)
Government 

(October 2017)

Spanish analyst 
consensus 

(November 2017) (1)

MACROECONOMIC SCENARIO
GDP 3.1 3.1 3.1 3.1 2.5 2.5 2.3 2.6

Household consumption 2.6 2.6 2.5 2.5 2.4 2.2 1.8 2.2

Public consumption 0.9 0.9 0.9 1.1 0.4 0.8 0.7 1.1

Fixed gross capital formation  4.1 4.2 4.3  4.0 3.4 3.7

Capital goods  5.1 4.8 5.2  4.5 3.8 4.0

Construction  3.8 3.9 4.0  4.0 3.5 3.7

National supply 2.6 2.5 2.4 2.6 2.2 2.3 1.8 2.3

Exports 5.9 6.0 6.2 5.7 4.8 4.8 5.1 4.6

Imports 4.7 4.4 4.4 4.4 4.2 4.3 4.1 3.9

Contribution to GDP growth (% points) 0.7 0.5

OTHER INDICATORS
Employment 2.8 2.7 2.9 2.8 1.7 2.1 2.4 2.2

Unemployment rate (% of active 
population) 17.1 17.4 17.2 17.1 15.6 15.6 15.5 15.3

Unitary Employment Cost  0.5 1.1 0.5  1.2 1.1 1.1

CPI (annual average) 2.0 2.0 2.0 1.4 1.6 1.5

Current account balance of payments balance (% GDP) 1.9 1.7 1.7 1.7 1.9 1.5 1.6 1.6

Public Administrations balance (% GDP) -3.2 -3.1 -3.1 -3.1 -2.5 -2.4 -2.2 -2.4

Gross public debt (% GDP) 99.4 98.4   98.7    

Gross business operating surplus has been growing since 2015 by tenths of a percent over employee 
remuneration and this situation is expected to repeat itself in 2018. It is important to take advantage of 
these moments of economic upturn to ensure that job creation (unemployment is expected to drop to 
15% at the close of 2018) goes hand-in-hand with a real increase in household income, beyond the in-
crease in net financial wealth of the latter due to the parallel process of debt reduction and revaluation 
of the financial assets in their portfolios.

Source: FUNCAS  (1) Source: FUNCAS forecasts panel (in percentage points)



3  |  The Market Environment Annual Report 2017 BME

28

As in Europe, inflation has returned to the Spanish economy over the last 15 months and is expected to 
be nearly 2% at the end of the year (underlying inflation, which excludes energy prices, is expected at 
1.4%) It appears evident that the absence of inflation in recent years has bolstered a growth in house-
hold consumption in line with lower unemployment and in spite of the strong containment of salary 
incomes. Consumer vitality, lower debt load and the reduction in household salaries has led to savings 
rate that is equivalent to 7% of Available Gross Income (AGI), the lowest level in practically 2 years and 
nearing historical lows (5.8% in 2008).

Gross Spanish household debt is approximately at one year (100%) of Available Income (AIG). Although 
high, it continues far below the mean of 127% maintained throughout 2008-2013 or 107% for 2014-2016. 

This reduction in household debt is similar to that of Spanish non-financial businesses, whose level of 
debt versus GDP is nearly 96%, following an average 128% between 2008 and 2013 and 108% over the 
two years following this period.

However, it is true that throughout 2017 these good indicators have not resulted in an increase in stock 
prices to the degree that this has occurred in the United States and other European stock markets.

The business environment is expected to stabilise in 2018, while current political uncertainty may give 
way to a scenario more prone to continue the recovery of investment levels and activity that have 
already begun in Spain due to the enviable moment of Spanish companies and their domestic and 
foreign markets.

In fact, indicator forecasts continue to show a positive outlook at the national level. Spanish manufac-
turing PMI increased to 56.1 points in November, the highest since February 2007. This appears to have 
been spurred by new orders and particularly by export orders driving production.

Event conmemorating the 25th 
anniversary of the  IBEX 35

IBEX 35 
25 years as the Spanish Stock Exchange benchmark
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Positive expectations of non-resident investor activity in 
Spain

It is important to note how foreigners, the indisputable protagonists of a significant part of business 
generation in Spain and Spanish companies, are mostly optimistic as regards the performance of 
Spain’s economy. In the 10th edition of the “Barometer of the Business Climate in Spain from the Foreign 
Investor’s Perspective”, sponsored and published by ICEX, the global assessment by 785 participating 
companies of the economy in 2017 has improved for the fourth consecutive year.  

The results of this barometer, published on November 15, indicate that the outlook for investments 
during the year by foreign companies in Spain were very favourable in May-June 2017. Approximately 
95% of the surveyed companies intended to increase or maintain their investments in Spain through 
the year. Employment outlook was also very positive: 94% of the companies intended to increase or 
maintain their workforce in Spain in 2017, up from 87% in 2016. The revenue outlook was also excellent, 
as 91% of the surveyed companies expected to increase or maintain their sales, versus 84% in 2016.

Although the “Catalonian affair” has surely affected these forecasts to some extent throughout the year, 
it is also true that the business activity of companies listed on the Spanish stock exchange ratify the 
expectations of the foreign companies quoted in the barometer, point-by-point.

Companies listed in the spanish stock exchange show 
their strength in 2017: income and profits improve

Operating revenue registered jointly by the Spanish companies listed on the Spanish stock exchange 
in the first half of 2017 grew by 8.4% versus the first half of 2016. Net profits also increased by 80.1%, 
although distorted by the results of Abengoa, which without its insolvency proceedings, would have 
registered a more favourable and realistic 20.3%. The increase in raw material prices during this period 
was compensated in many cases by higher revenue overseas, leading to these significant profits. If we 
include the results for foreign listed companies (with the exception of Latibex), revenue increased by 
8.8% in the semester with net profits of 69.4%, which would be 23.5% without comparing Abengoa.

2.0%

7.1%

9.4%

3.9%

-3.6%

10.0%

2015 2016 2017 (1Sem)

Los negocios de las empresas cotizadas mejoran en 2017
Datos agregados de las empresas del IBEX 35. Variación (%) respecto al mismo 

período el año anterior.
Source: CNMV and in-house preparation

EBITDA Revenue

THE BUSINESS OF LISTED COMPANIES IMPROVED IN 2017 
Aggregate data of IBEX 35 companies. Variation (%) compared to the same 
period the previous year.

Source: CNMV and BME
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Only 24 of the 130 companies listed on the primary segment of the Spanish stock exchange registered 
losses during the first half of 2017, none of which belonged to the IBEX 35 (25 of 35 improved their 
surplus versus 2016). In other words, the performance of the large Spanish multinational companies 
that comprise the IBEX 35 was very positive in the first 6 months of the year: an increase of 10.03% in 
operational revenue, an EBITDA over 9.4% YoY versus 2016 and an increase in net profits of 19.4% in the 
same period.

Activity improvement for the first half of the year was a generalised phenomenon in IBEX 35 compa-
nies, regardless of the sector. Thus, non-financial companies of this index saw joint increases in their 
semester earnings of 12.1%, resulting in an increase in net profit of 15.9%. In addition, 17 of 26 companies 
improved their results in comparison with 2016. The non-financial companies in the index also increased 
their operational revenue by 4.1% in the semester, while their net profit increased by 25%. At the end of 
the third quarter, the estimate of profit increase for IBEX 35 companies was approaching 16%.

In any event, improvements in the accounts of listed companies has been general and the data of the 
companies included in the next lowest rung of the Spanish stock exchange, the 20 companies be-
longing to the Ibex Medium Cap, also showed profits in their business balance sheets for the first half 
of 2017, given the generally positive economic environment. As a whole, the revenue of this group of 
companies increased by 5% versus the same first six months of 2016 and only 6 companies registered 
losses in the year. In turn, EBITDA or operating income (ordinary or primary activities) grew by 9.1% in 
the period, resulting in a final income statement entry of a net profits increase of 29.1% for the semester.

The results of the financial sector in this group of companies were better than those of all the non-fi-
nancial companies. The former saw their revenue grow by 5%, with an increase in net profits for the 
semester of 62.6%, primarily due to the excellent results of Corporación Alba; if the insolvency pro-
ceedings of the latter were not taken into consideration, this percentage would have dropped to 
5.58% The operational revenue of the non-financial companies rose by 5.38% for the period, leaving 
an aggregate net profit increase of 7%, which would have risen to 30% were it not for the high losses 
registered by Almirall.

Finally, average profit for IBEX 35 companies in the first semester of 2017 approached 600 million euros. 
This result for Spanish companies was obtained from average figures for net sales revenue of 4.3 billion 
euros overseas and average revenue of 2 billion euros domestically for the same group of Spanish 
companies that comprise the IBEX 35. Thus, one of the most relevant factors that explains the healthy 
conditions of the global income statement of Spanish listed companies is their capacity to sell and 
grow in foreign markets year after year. In the first half of 2017, Spanish companies listed overseas broke 
a record by achieving net revenues of 67.1% (67.4% for those companies in the IBEX 35).

67%    

of revenue of IBEX 35-listed companies    

is generated abroad
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Global debt is growing and becoming a concern, but 
with less weight of developed countries.
 
IN SPAIN, PRIVATE DEBT HAS FALLEN SIGNIFICANTLY FOR AT LEAST FIVE YEARS AND, 
ALTHOUGH IT CONTINUES TO BE HIGH, ITS IMPACT ON INSTABILITY HAS LESSENED

High debt is one of the factors considered unanimously to have triggered the global economic and fi-
nancial crisis and the sovereign debt crisis in Europe that has demonstrated its effects over the last dec-
ade. The scale of worldwide debt continues to be a concern today. Debt volumes have been growing 
unceasingly for the last three decades, and today stand at a value equivalent to 327% of the global GDP. 
Although the levels are high in almost all developed countries, over the last five years, the contribution 
of these economies (in particular, European economies) to the growth of the global level of debt has 
dropped significantly. Emerging economies, especially China, are leading global debt growth.     

The IMF’s most recent Global Financial Stability Report echoes this concern in the following words: 
“Recent studies have demonstrated that benefits for growth begin to fall when aggregate leverage is 
high. New empirical studies - as well as the recent experience of the international financial crisis - have 
demonstrated that within periods of economic cycles the increase in private sector credit, including 
household debt, can increase the probability of a financial crisis and weaken growth”.

From this viewpoint, the strong downward trend seen in private resident sectors (households and 
companies) in the developed world, especially Spain, would be acting in favour of a gradual reduction 
in recessive risk in the economy.

INTENSE LEVERAGE IN THE SPANISH PRIVATE SECTOR. GOVERNMENT DEBT REACHED 
100% OF GDP BUT HAS STOPPED GROWING

Spanish private debt (families and companies) reached its highest level in 2010, at 218% of GDP. Infor-
mation at the close of 2016 indicated a drop to 166% of GDP, nearly 52 points. However, it continues to 
be high when compared to certain benchmark thresholds that signal an alert (133% of GDP established 
for the Eurozone).

Companies have reduced their debt more than 31 GDP points and, according to CaixaBank Research, 
are 3 percentage points under the average for the Eurozone. Households have decreased their debt 
a little over 20 points: this is 6 percentage point over the average for the Eurozone, which they are 
expected to reach in 2018; if interest rate increase gradually, financial expenses will rise very slowly. 

Spanish government debt has remained in the proximity of 100% GDP since 2014, approximately 10 
percentage points over the average for countries in the Eurozone. The level of government debt is a 
clear indication of financial vulnerability in the event of changes in investment trends, since it implies 
high financing needs for the public sector and limits the scope of tax policies that can be put in place 
in the event of a downturn scenario. It is very important to correct the primary balance and set the 
groundwork for sustainable GDP growth to improve the country’s capacity to grow.  However, a future 
moderate increase in interest rates will have a very gradual impact on public debt cost due to its long 
half-life, currently an average of approximately 7 years.

TOTAL GLOBAL DEBT 
Trillions of dollars

TOTAL GLOBAL DEBT 
% over Global GDP

Source: IIF and BIS Source: IIF and BIS
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Spain’s external debt position, which is largely centred on public debt, is high. The international invest-
ment position (IIP), which measures the difference between the Spanish economy’s external assets 
and liabilities, was at 85.7% of GDP at the close of 2016 and continues to be one of the highest among 
advanced market economies. This increases the need to appeal extensively and repeatedly to inter-
national capital markets and therefore subject to the sensitivity of these markets. This dependency, in a 
word, represents a factor of macro financial vulnerability to changes in investor trends.
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Eurozone - Households

Eurozone - Non-financial companies

140

120

100

80

60

40

2002 2004 2006 2008 2010 2012 2014 2016

SPAIN: GROSS PRIVATE DEBT (2002-2016) 
(% OF GDP) 

Source: CaixaBank Research and BCE


