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Spain’s utility companies have
taken immediate advantage of
the government’s decision to
raise the value-added tax rate by
two percentage points to 18 per-
cent as of the start of this
month, applying the hike to bills
for use of their services to the
period immediately prior to the
measure taking effect.

Despite protests from con-
sumer organizations, the utili-
ties say that they are applying
the law, which says that all bills
issued from July 1 incorporate
the new VAT level.

The EconomyMinistry hopes
to garner an extra ¤5.1 billion
over the next year from the in-
crease. In 2009, the government
collected some ¤33.3 billion in
VAT.

The government’s decision to
increase VAT is part of a raft of
measures to reduce the public
deficit that include huge spend-
ing cutbacks.

The VAT increase will likely
take a fewmonths to make itself
felt, with consumers wary of
spending money, many shops
will absorb the new rate by low-
ering their own prices.

In general, while lowering
taxes is immediately reflected in
the price of goods and services,
the effect of tax increases tends
to be diluted over time, or is not
seen in the price. The last time
that VAT was increased was five
years ago — by one percentage
point — it was accompanied by a
lowering in Social Security con-
tributions, which had the effect

of containing its impact. The
rise also came at a time when
inflation was much higher than
at present, says a report by the
Institute of Fiscal Studies.

The VAT increase was not re-
flected in the prices on super-
market shelves on Thursday.
Food retailers had bought their
goods at a 16 percent VAT rate.
Shops, which have been making
a great show of lowering their
prices since the crisis kicked in,
are offering discounts of be-
tween 50 percent and 70 per-
cent.

“There has been no visible im-
pact of the rise in VAT,” said
Miguel Ángel Fraile, the secre-
tary general of the Spanish Con-
federation of Trade, on Thurs-
day. But he predicted that the
tax increase would likely begin
to make itself felt later in the
year.

There have been warnings
that raising taxes would hit con-

sumption at a time when the
economy was vulnerable to a
slowdown. In some sectors,
such as the motor trade, sales
are likely to fall as people weigh
up the added cost of buying a
car. The government’s cash-for-
clunkers scheme to encourage
consumers to trade in their old

cars to buy a new vehicle is
about to end, although it did
help the sector over the last
year.

Bars and restaurants, to
which the lower rate of 7 per-
cent VAT had applied, will now
have to charge 8 percent.

The tourism sector — still

Spain’s biggest export earner,
but likely to face a downturn
this summer in the face of the
stronger euro and growing num-
bers of northern Europeans like-
ly to stay at home for their holi-
days — will be further hit. José
Luis Zoreda, vice president of
Exceltur, the tourism sector’s

trade association, said on Thurs-
day that it would be hard tomea-
sure the impact of the VAT rise.
“Each company will do what it
can to mitigate the effect: beach
holidays will not go up in price,
because the price of package
deals have all been agreed sever-
al months ago,” he said.

VAT hike kicks in
as austerity plan
makes itself felt
Utilities apply rate immediately while
shops likely to absorb it as sales begin

IBEX35
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Latest
price Daily variation Yesterday Annual Variation %

Euros % Min. Máx. Previous Current
16,515 0,315 1,94 16,190 16,980 41,5 -26,9

Abertis 12,085 0,300 2,55 11,750 12,330 13,1 -17,3
Acciona 61,970 1,950 3,25 59,900 62,640 -24,8 -29,8
Acerinox 12,725 0,045 0,35 12,670 13,040 16,3 -12,4
ACS 29,480 0,205 0,70 29,065 30,050 2,0 -9,8
Arcelor Mittal 21,630 -0,140 -0,64 21,630 22,400 29,0 -32,6
Banco Popular 4,291 0,058 1,37 4,180 4,370 -22,5 -15,3
Banco Sabadell 3,799 0,057 1,52 3,716 3,865 -15,2 -0,1
Banco Santander 8,766 0,069 0,79 8,700 9,000 42,2 -23,2
Banesto 6,752 0,217 3,32 6,460 6,930 -9,2 -18,8
Bankinter 5,031 0,005 0,10 4,949 5,101 -12,0 -29,6
BBVA 8,520 0,008 0,09 8,501 8,770 5,5 -32,2
BME 17,970 0,080 0,45 17,790 18,150 17,7 -16,2
Criteria 3,449 0,078 2,31 3,340 3,496 35,2 8,8
Ebro Puleva 13,560 -0,095 -0,70 13,500 13,850 54,2 -5,3
Enagás 12,695 0,245 1,97 12,295 12,845 -13,1 -17,7
Endesa 17,090 0,160 0,95 16,835 17,415 -11,6 -24,8
FCC 18,330 0,475 2,66 17,790 18,685 -11,3 -33,9
Ferrovial 5,165 0,087 1,71 5,074 5,328 5,0 -33,5
Gamesa 6,965 0,148 2,17 6,835 7,040 -43,6 -40,0
Gas Natural 11,490 -0,005 -0,04 11,385 11,695 -23,5 -19,1
Grifols 8,325 -0,008 -0,10 8,250 8,450 -29,1 -30,7
Iberdrola 4,700 0,057 1,23 4,605 4,786 -22,6 -29,5
Iberdrola Renov. 2,607 0,031 1,20 2,545 2,640 -14,0 -21,5
Iberia 2,208 0,006 0,27 2,203 2,252 11,5 16,3
Inditex 46,950 0,720 1,56 45,800 47,800 56,4 9,6
Indra 13,530 0,240 1,81 13,070 13,680 -13,2 -17,8
Mapfre 2,317 0,070 3,12 2,230 2,372 8,4 -17,8
OHL 17,970 -0,155 -0,86 17,870 18,390 102,8 -2,8
Red Eléctrica 29,450 1,040 3,66 28,320 29,990 -10,9 -20,5
Repsol 16,580 0,045 0,27 16,455 16,860 20,3 -11,5
Sacyr 4,139 -0,005 -0,12 4,111 4,280 -35,0 -48,3
Técnicas Reunidas 36,950 0,020 0,05 36,525 37,670 114,8 -6,5
Telecinco 6,950 0,065 0,94 6,855 7,086 5,3 -30,3
Telefónica 15,200 0,110 0,73 15,020 15,540 5,8 -19,1

BIGGEST LOWS
% Euros

Adolfo Domínguez -3,67 -0,400
Service Point -3,39 -0,020
Amadeus -2,92 -0,370
EADS -2,50 -0,410
Pescanova -2,45 -0,490
Urbas -2,44 -0,002
Vocento -2,04 -0,080
Azkoyen -1,92 -0,045
CAF -1,90 -6,050
Cie Automotive -1,80 -0,060

FOREIGN CURRENCIES
Buy Sell

US dollar 1,2546 1,2545
Japanese yen 110,0400 110,0100
Sterling pound 0,8263 0,8261
Australian dollar 1,4900 1,4894
Hong Kong dollar 9,7803 9,7785
Swiss franc 1,3357 1,3355
Norwegian kroner 8,0934 8,0890

Units per euro at 18:00

The Spanish stock market post-
ed gains on the last trading day
of the week leading the rest of
Europe higher as sentiment im-
proved.

Unemployment in Spain
dropped below four million in
June for the first time since last
year after falling for the third
month in a row. The US Labor
Department’s latest report on
the jobmarket was not as bad as
it might have been and had
mostly a neutral impact on the
markets.

The spread between the
benchmark 10-year Spanish gov-
ernment bond and its German
equivalent narrowed to under
200 basis points for the first
time in over a week in what was
another sign of increased confi-
dence in the Treasury to roll
over state debt.

The Spanish blue-chip Ibex
35 closed up 0.79 percent at
9,250.80 points. However, that
was not enough to prevent it

from shedding 2.98 percent for
the week. The benchmark index
has shed 22.52 percent since the
start of the year.

The Ibex Medium Cap added
0.31 percent, while the Ibex
Small Cap gained 0.68 percent.
The Madrid general index was
up 0.77 percent at 959.16 points.

In the rest of Europe, Paris’
CAC 40 advanced 0.25 percent,
the DAX in Frankfurt was down
1.81 percent, while the FTSE 100
in London gained 0.67 percent.
The PSI-20 in the Lisbon Euron-
ext exchange added 0.80 per-
cent.

Turnover in the Spanish con-
tinuous market came in at ¤1.8
billion. Gainers outnumbered
losers in the Ibex 35 by 29 to six.

Among the banks, Santander
added 0.79 percent, BBVA was
up 0.09 percent, while Popular
improved 1.37 percent.

Stainless steel manufacturer
Acerinox added 0.35 percent to
¤12.72 after Goldman Sachs
raised its target price to ¤15.50
from ¤14.50.

CONTINUOUS MARKET
BIGGEST HIGHS

% Euros
Fluidra 12,17 0,280
Fergo Aisa 7,69 0,045
Cementos Portland 5,81 0,730
Befesa 5,11 0,830
Vértice 360 5,09 0,011
Bodegas Riojanas 4,90 0,360
Iberpapel 4,68 0,510
Sos Cuétara 4,43 0,070
Catalana Occidente 4,33 0,520
Inypsa 4,17 0,075

Ibex leads Europe higher

AMANDA MARS, Madrid

With Spain bracing itself for austere times, a nun looks for bargains at the summer sales. / carles francesc

A. S., Madrid

Retailers fear tax
hikes could hit sales
when economy
remains vulnerable
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