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Spain's snap election should not weigh on the short-

term economic and fiscal outlook  

Prime Minister Sánchez has called a snap election for 29 November after Congress 

rejected two housing decrees, in what he considered his last chance to rally the PSOE 

appeal towards the public opinion. However, polls point to a change of government, 

and a PP-Vox coalition seems to be the most likely scenario. A new cabinet may not 

be in place before early 2027. The increased political uncertainty does not 

substantially alter our growth scenario for 2026-27, but a change of government could 

lead to more restrictive migration and labour policies, with an impact on growth 

prospects over the longer term. The fiscal implications do not seem to be a cause for 

concern at the moment: the budget rollover delivers consolidation by default, which 

we expect to slow from the second half of 2027, but without a derailment. 

Prime Minister Pedro Sánchez has called a general election for 29 November, in what could be 

his last chance to rally the left behind his candidacy. The trigger was Friday's defeat in Congress 

of two housing decrees, voted down by PP, Vox and Junts. However, the policy-making was 

already peril, with no budget approved since 2023. According to the PM, the Housing policy 

offered the PSOE its most favourable ground after a September dominated by the Ceuta 

migration crisis and by judicial cases close to the party. Saturday's housing protest in Madrid drew 

over 70,000 people. PM Sánchez already dissolved the congress earlier than expected in 2019 

and 2023, while staying in office both times. With the natural term expiring in July 2027, waiting 

could have offered no better moment. This election will kick-in the broader European electoral 

cycle, which will follow in France, Italy, Greece, and Poland in 2027.  

On current polls power passes to the right, and a PP-Vox coalition after the vote seems currently 

the most likely scenario. The September poll average puts Partido Popular (PP) at 32.5%, PSOE at 

26.2% and Vox at 17.6%, with PP and Vox projected at 200-210 seats against the 176 needed. The 

latest SocioMétrica survey (1-3 October) gives them 143 and 62 seats, with the PSOE up less than 

one point after the housing protests. The open question is the decision making within the right-

wing coalition. PP leader Feijóo has said he would negotiate a coalition if the PP lacks a majority 

of its own, and Vox has entered four regional governments this year: the two parties already 

governs few regional assemplies across Spain. A PP minority with Vox's external support is the less 

stable alternative, which cannot be ruled out at this stage. Coalition talks can last up to four 

months, so a cabinet may not be in place before early 2027. The risk is a polling miss as occurred 

in July 2023, when a projected majority ended six seats short, although the cushion is now wider 

(about 30 seats). Regional and pro-independence parties, hard to capture in national polls, could 

be important, but less pivotal than in the 2023 coalition building. Barring any surprises, a left-led 

majority looks unlikely, with Junts estranged and the national parties left of the PSOE projected at 

8 seats (31 in 2023). 

The election leaves our near-term scenario unchanged. We forecast GDP growth of 2.5% in 2026 

and 1.9% in 2027. After 0.7% q/q in the second quarter (2.7% y/y), we expect 0.4% in the third and 

0.3% in the fourth, as the energy shock erodes real incomes. Inflation rose to 5% y/y in September 

(on the HICP measure, from 4.6% in August), led by fuels, while core held at 3.2% y/y and the 2026 

wage agreements closed at 2.9%. The squeeze is starting to affect consumption, with retail sales 

falling by -0.4% year on year in August. However, households can mitigate the impact thanks to 

a savings rate of 11.5%.  
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We expect a potential PP-Vox government to tighten immigration and labour policy, therefore 

potentially slowing economic dynamism.  Immigration accounted for close to half of GDP growth 

in 2022-25 (1.7pp of a 3.7% annual average) and for over two thirds of job creation, with little help 

from productivity. A lower inflow would thus cut GDP growth and slow the employment creation. 

Additionally, a lot of the employment have been sustained by the stabilisation of temporary jobs 

contract, a measure the right-wing coalition could eventually discontinue. The construction 

sector is a case in point, with one in four workers being foreign; the housing issue is, in fact, at the 

heart of the current political debate (the PP has pledged to build one million new homes). 

The fiscal read-across is relatively benign in the near term. No 2027 budget will be tabled before 

the vote, so the 2023 accounts roll over into a fourth year. The rollover freezes discretionary 

appropriations while revenue grows in line with nominal GDP, which delivers consolidation by 

default, although indexed pensions and interest fall outside the freeze. The energy shield 

published on 30 September still needs validation within 30 days, now by the Diputación 

Permanente, but we expect it to be approved before the congress dissolution. A new 

government would present its first budget and the new Medium-Term Fiscal-Structural Plan in 

spring 2027 at the earliest, which will probably include the income tax cuts the PP has promised. 

Even if slower consolidation a story for the second half of 2027, we do not expect a fiscal 

derailment. The improvement should slow or pause, with deficit projections of 2.3% of GDP in 2027 

looking more uncertain now, depending on the size of the tax package. Debt should keep falling 

by 1.5pp a year, from 99.3% of GDP in 2026. On the positive side, a clear majority could remove 

the fragmentation and political impasse Spain suffered over the last two years.  
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Appendix 

Analyst Certification and Other Important Disclosures 

The analysts drafting this report state that the opinions, forecasts, and estimates contained herein are the result of independent 

and subjective evaluation of the data and information obtained and no part of their compensation has been, is, or will be directly 

or indirectly linked to the views expressed. 

This research has been prepared by Intesa Sanpaolo SpA and distributed by Intesa Sanpaolo SpA, Intesa Sanpaolo SpA-London 

Branch (a member of the London Stock Exchange) and Intesa Sanpaolo IMI Securities Corp. (a member of the NYSE and FINRA). 

Intesa Sanpaolo SpA accepts full responsibility for the contents of this report. Please also note that Intesa Sanpaolo SpA reserves 

the right to issue this document to its own clients. Intesa Sanpaolo SpA is authorised by the Banca d'Italia and is regulated by the 

Financial Conduct Authority in the conduct of designated investment business in the UK and by the SEC for the conduct of US 

business. 

Opinions and estimates in this research are as at the date of this material and are subject to change without notice to the recipient. 

Information and opinions have been obtained from sources believed to be reliable, but no representation or warranty is made as to 

their accuracy or correctness. 

This report has been prepared solely for information purposes and is not intended as an offer or solicitation with respect to the 

purchase or sale of any financial products. It should not be regarded as a substitute for the exercise of the recipient’s own judgement. 

No Intesa Sanpaolo SpA entity accepts any liability whatsoever for any direct, consequential or indirect loss arising from any use 

of material contained in this report.  

This document may only be reproduced or published with the name of Intesa Sanpaolo SpA.  

This document has been prepared and issued for, and thereof is intended for use by, Companies which have suitable knowledge 

of financial markets, which are exposed to the volatility of interest rates, exchange rates and commodity prices and which are 

capable of evaluating risks independently. 

Therefore, such materials may not be suitable for all investors and recipients are urged to seek the advice of their relationship 

manager/independent financial advisor for any necessary explanation of the contents thereof. 

Person and residents in the UK: this document is not for distribution in the United Kingdom to persons who would be defined as 

private customers under rules of the FCA. 

CH: This information is an advertisement in relation to the financial instruments discussed herein and is not a prospectus pursuant 

to the Swiss Financial Services Act ("FinSA") and no such prospectus has been or will be prepared for or in connection with such 

financial instruments. This information does not constitute an offer to sell nor a solicitation to buy such financial instruments. 

The financial instruments may not be publicly offered, directly or indirectly, in Switzerland within the meaning of the FinSA and no 

application has or will be made to admit the financial instruments to trading on any trading venue (exchange or multilateral 

trading facility) in Switzerland. Neither this information nor any other offering or marketing material relating to the financial 

instruments may be publicly distributed or otherwise made publicly available in Switzerland. 

US persons: this document is intended for distribution in the United States only to Major US Institutional Investors as defined in SEC 

Rule 15a-6. US Customers wishing to effect a transaction should do so only by contacting a representative at Intesa Sanpaolo IMI 

Securities Corp. in the US (see contact details below). 

Intesa Sanpaolo SpA issues and circulates research to Major Institutional Investors in the USA only through Intesa Sanpaolo IMI 

Securities Corp., 1 William Street, New York, NY 10004, USA, Tel: (1) 212 326 1199. 

Inducements in relation to research  

Pursuant to the provisions of Delegated Directive (EU) 2017/593, this document can be qualified as an acceptable minor non-

monetary benefit as it is: 

◼ macro-economic analysis or Fixed Income, Currencies and Commodities material made openly available to the general 

public on the IMI Corporate & Investment Banking Division website (www.imi.intesasanpaolo.com) - Q&A on Investor 

Protection topics - ESMA 35-43-349, Question 8 & 9. 

Method of distribution 

This document is for the exclusive use of the recipient with whom it is shared by Intesa Sanpaolo SpA and may not be reproduced, 

redistributed, directly or indirectly, to third parties or published, in whole or in part, for any reason, without prior consent expressed 

by Intesa Sanpaolo SpA. The copyright and all other intellectual property rights on the data, information, opinions and assessments 

referred to in this information document are the exclusive domain of the Intesa Sanpaolo Banking Group, unless otherwise 

indicated. Such data, information, opinions and assessments cannot be the subject of further distribution or reproduction in any 

form and using any technique, even partially, except with express written consent by Intesa Sanpaolo SpA.  

http://www.imi.intesasanpaolo.com/
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Persons who receive this document are obliged to comply with the above indications. 

Valuation Methodology  

Comments on macroeconomic data are prepared based on macroeconomic and market news and data available via 

information providers such as Bloomberg and LSEG Datastream. Macroeconomic, exchange rates and interest rate forecasts are 

prepared by the Intesa Sanpaolo SpA Research Department, using dedicated econometric models. Forecasts are obtained using 

analyses of historical statistical data series made available by the leading data providers and also on the basis of consensus data, 

taking account of appropriate connections between them. 

Disclosure of potential conflicts of interest 

Intesa Sanpaolo SpA and the other companies belonging to the Intesa Sanpaolo Banking Group (jointly also the “Intesa Sanpaolo 

Banking Group”) have adopted written guidelines “Organisational, management and control model” pursuant to Legislative 

Decree 8 June, 2001 no. 231 (available at the Intesa Sanpaolo SpA website, webpage 

https://group.intesasanpaolo.com/en/governance/leg-decree-231-2001) setting forth practices and procedures, in accordance 

with applicable regulations by the competent Italian authorities and best international practice, including those known as 

Information Barriers, to restrict the flow of information, namely inside and/or confidential information, to prevent the misuse of such 

information and to prevent any conflicts of interest arising from the many activities of the Intesa Sanpaolo Banking Group which 

may adversely affect the interests of the customer in accordance with current regulations.  

In particular, the description of the measures taken to manage interest and conflicts of interest – in accordance with Articles 5 

and 6 of the Commission Delegated Regulation (EU) 2016/958 of 9 March 2016 supplementing Regulation (EU) No. 596/2014 of 

the European Parliament and of the Council with regard to regulatory technical standards for the technical arrangements for 

objective presentation of investment recommendations or other information recommending or suggesting an investment strategy 

and for disclosure of particular interests or indications of conflicts of interest as subsequently amended and supplemented, the 

FINRA Rules 2241 and 2242 as applicable, as well as the FCA Conduct of Business Sourcebook rules COBS 12.4 - between the 

Intesa Sanpaolo Banking Group and issuers of financial instruments, and their group companies, and referred to in research 

products produced by analysts at Intesa Sanpaolo SpA is available in the "Rules for Research " and in the extract of the "Corporate 

model on the management of inside information and conflicts of interest" published on the website of Intesa Sanpaolo SpA, 

webpage https://group.intesasanpaolo.com/en/research/RegulatoryDisclosures.  

As for the disclosures, please note that one or more of the companies of Intesa Sanpaolo Banking Group:  

◼ trade or may trade as a principal in the securities (or in related derivatives) that are the subject in this report; 

◼ plan to solicit investment banking business or intend to seek compensations from the securities that are the subject of this 

report in the next three months. 

Furthermore, in accordance with the aforesaid regulations, the specific company-related disclosures of the Intesa Sanpaolo Banking 

Group’s interests and conflicts of interest are available through webpage 

https://group.intesasanpaolo.com/en/research/RegulatoryDisclosures/archive-of-intesa-sanpaolo-group-s-conflicts-of-interest.  

The conflicts of interest published on the internet site are updated to at least the day before the publishing date of this report. 

Intesa Sanpaolo SpA acts as market maker in the wholesale markets for the government securities of the main European countries 

and also acts as Government Bond Specialist, or in comparable roles, for the government securities issued, among others, by the 

Republic of Italy. 
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