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PRELIMINARY NOTE

In accordance with Article 16 of the Law of the
Andorran Chamber of Commerce, Industry and
Services, the Chamber is obliged to prepare,
publish and transmit annually to the Andorran
government an economic report that describes
the development in and prospects for economic
activities inside Andorran territory.

The preparation and collection of the data that
appear in this report has involved contributions
from companies, which collaborate with the
Chamber by answering the periodical overall
surveys, and also from the central government,
Comu governments and other institutions and
business associations which, through their
provision of information, make our work possible
and simpler. To all these, we would express our
thanks, in the confidence that our work will be
of use for understanding the economic reality of
our country.
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The Chamber of Commerce, Industry and Services of Andorra has reached a milestone in 2025,
by producing the thirtieth edition of the annual Economic Report. It has now become a reference
work for anyone wishing to trace the course of Andorra’s economic development, year on year,
and obtain a comprehensive picture of the events that have shaped the trends in the main business
sectors of Andorrain the previous year, within the context of the global economy. First, therefore,
I would once again like to offer the Chamber’s sincere thanks to everyone who has collaborated
with us to achieve this monumental milestone.

2024 was characterised by relatively positive economic growth on an international scale, based
on macroeconomic stability, good results in the financial markets and falling inflation. Price
containment allowed for interest rates to be lowered, boosting private sector confidence. Despite
geopolitical uncertainty, due to the continuation of the wars between Russia and Ukraine and
Israel and Palestine, global macroeconomic development was more resilient than had been
predicted at the start of the year, with 3.3% growth in 2024, two tenths lower than in 2023.
Among the advanced economies, the dynamism of the USA was notable, whereas GDP growth
was more moderate in the Eurozone and slowed significantly in Japan.

2024 was also a year of expansion in the Andorran economy, for the fourth consecutive year,
with 3.4% growth, accelerating since the previous year and outstripping the Eurozone, France
and even Spain. This increase in dynamism was favoured by a consistently positive international
environment and the progressive decline in interest rates due to containment of inflation.

Economic growth in 2024 was reflected in the upward trend in the main indicators of activity
and demand. In particular, there were increases in the number of employees, number of visitors,
number of establishments and businesses, bank credit, government operating expenses, energy
consumption and imports without fuels, although in some cases progress was slower than in
2023. Dynamic job creation brought the unemployment rate to a new historic low of 1.5% which,
together with wage growth, boosted income from employment and, therefore, better conditions
for consumers resident in Andorra.

The sector with the most significant impact on economic growth in Andorra in 2024 was
construction. In addition, services performed well over the year and, considering their importance
to the economy, were a decisive factor in prolonging the phase of expansion. Within services, the
dynamism in financial, professional, real estate and technical activities was notable. In particular,
the banking sector saw growth in aggregate profits of 7.3%, while the return on equity (ROE)
rose to 11.11% and the default ratio continued to fall. The trend in tourism was also favourable,
with the number of visitors climbing to 9.6 million over the year, the highest figure since 2008.
Industry, for its part, saw a moderately positive trend, while the primary sector trend was the
most limited among the main sectors.

As for the public sector, the overall performance of central and Comu governments was
characterised by increases in operating expenses and real investment, although these were
smaller than in 2023. In parallel, tax revenue continued to grow, so 2024 ended with budget
surpluses in both the central government (1.2% of GDP) and the ComU governments (0.8% of
GDP), higher than those obtained in the previous year.

With regard to 2025, the outlooks indicate a continuation of the expansionary cycle in Andorra
but at a slower pace, more in line with its potential, within a context that is greatly influenced by
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high uncertainty and global geopolitical instability. Growth could also be limited by progressively
tighter resources inside the country, such as available workforce, the lack of affordable housing
and the infrastructure’s capacity to absorb further increases in visitors.

Among the factors that will assist economic activity, note the continuation of favourable financial
conditions, with contained interest rates; still positive levels of business confidence; improved
income from work as a stimulus for domestic consumption, and the relatively favourable forecasts
of growth in neighbouring economies, especially Spain.

In fact, Andorra is at a good moment economically, with no concerning macroeconomic imbalances
and relatively sheltered against geopolitical risks. However, we must continue to work hard to deal
with the pending challenges and strengthen the economic foundations of this country, through
business efficiency, productive investment, innovation, digitalisation and a qualified workforce.
In this spirit, businesses can be confident that the Chamber will continue to work by their side,
as an advisory body, recording and communicating their needs to the public authorities and to all
intermediaries and economic and social stakeholders wishing to contribute to economic and social
progress in Andorra.

Josep M. Mas Torres
President
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I . International economy

1. Main features of economic development in 2024

2024 was characterised by relatively positive economic growth based on macroeconomic stability,
good results in the financial markets and falling inflation, which allowed for cuts in interest rates
and led to higher private sector confidence. Equally, the unemployment rate remains at or close
to historic lows, and real household income improved as inflation continued to fall.

Despite the geopolitical uncertainty due to the continuing wars between Russia and Ukraine and
Israel and Palestine, world macroeconomic development was more resilient than had been forecast
at the start of the year, especially in the USA, so none of the large, developed economies entered
into recession, except Germany. One of the factors explaining this world economic resilience
was fiscal policy, which continued to support growth. In Europe, the European Commission
extended the temporary easing of the Stability and Growth Pact (SGP) fiscal rules until 2024,
which enabled member states to take on debt without restrictions. Moreover, the European
Commission continued payments to member states from the NextGenerationEU funds, which
contain 806,200 million euros! for the period 2021-2027 and represent the first European fiscal
instrument financed by joint European debt.

The global economy grew 3.3% in 2024, two World GDP grows 3.3% and shows

tenths less than in 2023, but higher th . ope
e fess Hhan i ut higher than was 1 pigh resilience to global shocks.
expected at the start of the year. Global growth

was bolstered by the expansion in services,
while manufacturing slowed, especially in the advanced economies. By geographical region, the
behaviour in activity was uneven. Among the advanced economies - which grew 1.8% overall, as
in the previous year - the dynamism in the USA is notable, while GDP expansion was slower in
the Eurozone and slowed significantly in Japan.

The emerging and developing economies, for their part, saw global growth of 4.3%, four tenths
less than in 2023, influenced by the slowdown in activity in China and India (which grew 5.0% and
6.5%, respectively). Specifically, the group of developing countries in Asia grew by 5.3% overall,
compared with 6.1% in the previous year. Among the other regions, the rates were especially
positive in Sub-Saharan Africa (+4.0%) and the emerging economies in Europe (+3.5%), notably
Russia (+4.3%). There were also positive but

Growth in China more moderate increases in the Middle East

and Central Asia (+2.4%) and Latin America and

and India slowed. the Caribbean (+2.4%).

1 Total at current prices (€750,000M at 2018 prices). The most important part of this package is the Recovery and Resilience Facility,
with a budget of €723,800M (at current prices). Of the total amount, €338,000M will be non-returnable transfers and €385,800M
will be loans.

External environment of the Andorran economy | l. International economy
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As for prices, the rates of general and underlying inflation continued to gradually decrease in 2024

in the main geographical regions, favoured by restrictive monetary policies and lower energy prices.

However, the decrease in underlying inflation was slower, influenced by the prices of services,

which remained anchored and higher than the
pre-pandemic averages in most countries.

Inflation fell, favoured by energy prices

and restrictive monetary policy.

In the group of developing countries, the
USA has shown one of the highest growth
rates among the major economies (+2.8%,
only one tenth less than in the previous year),
clearly contrasting with the weakness of the
Eurozone. The boom in the US economy has
exceeded expectations and continues a solid
path of recovery after the pandemic. The
foundations of US growth can be found in
the good performance in private consumption,
seconded by dynamic employment, an increase
in real wages thanks to falling inflation, the use
of savings accumulated during the pandemic,
and strong fiscal expansion, which offset
the restrictive effects of monetary policy.
Counterbalancing this strong fiscal drive is the
high public deficit, which reached 7.4% of GDP
in 2024, compared with 3.7% two years earlier,
according to OECD data.

The Eurozone grows only 0.9%,
but the unemployment rate
remains at historic lows.

As for the European economy, it saw a moderate
recovery in 2024, with GDP growth of 0.9%,
four tenths more than in 2023, in a context of
declining industrial activity, weak investment
and a reduction in fiscal support. This modest
acceleration in activity was mainly founded

WORLD GDP GROWTH

Annual variation rates at constant prices, in %

2019 ' 2020 ' 2021 ' 2022 | 2023 ' 2024 '2025 () 2026 ()

® Emerging and developing @ Advanced economies

economies
f: IMF forecasts (July 2025).
Source: IMF.
The US economy maintains

strong growth of 2.8%.
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on growth in public spending and the foreign sector. Regarding supply, there was a clear contrast

between the weakness in manufacturing and the momentum in the service sector. Despite poor

economic growth, the European labour market appeared resilient, as demonstrated by year-on-year

job creation (+1%) and the falling unemployment rate, which reached a historic low of 6.1% at the

end of the year.

The trend in economic activity by Eurozone country was uneven in 2024. On the one hand, some

countries in the centre and north of Europe, such as Austria, Germany or Finland, saw slight

contraction in GDP. Other economies, such as France, the Netherlands and Italy, saw growth

rates of around 1% or less. At the other extreme, some countries in the south of Europe, such as

Spain, Greece and Portugal and other, smaller countries, such as Malta, Croatia and Cyprus, saw

Chart 1.1

Chart 1.2



GDP GROWTH IN EUROZONE
COUNTRIES. 2024

Annual variation rates, as %

Chart 1.3
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Source: Eurostat (July 2025).

higher growth rates, partly due to the dynamic
tourism sector, following the same pattern as in
the previous year.

Eurozone inflation continues to fall

but exceeds the ECB goal of 2%.

Inflation in the Eurozone decreased significantly
in 2024 and reached 2.4% on annual average
(and at the end of December), compared
with 5.4% in 2023. This decrease was mainly
determined by the trend in the most volatile
components of inflation and, in particular,
strong containment of food prices and the
continued fall in energy prices. However, new
trade tensions caused by rising US tariffs could
generate inflationary pressures throughout
2025, especially in the US economy. The
underlying inflation rate (which excludes
volatile components such as energy and
unprocessed food) also saw a strong decline in
2024 in the Eurozone, ending up at 2.9% on

annual average, although this still exceeds the 2% goal set by the monetary policy of the European
Central Bank (ECB). Although inflation has slowed in almost all the Eurozone countries, there are

still differences between member states. The main Eurozone economies (Italy, Germany, France

and Spain) saw annual inflation percentages of between 1.1% in Italy and 2.9% in Spain (2.8% at

the end of the year).

With the decrease in inflation, the central banks of the main advanced economies started to ease

monetary conditions in 2024. The US Federal Reserve (FED) started reductions in September

and made three rate cuts, putting them at 4.25%-4.50% in December, a level at which they have

The central banks lower interest rates
thanks to lower inflationary pressures.

TREND IN EUROZONE HARMONISED CONSUMER PRICES - Interannual variation rate, in %

stayed in the first four months of 2025. The
European Central Bank, for its part, made four
interest rate cuts in 2024, from 4% to 3.0% in
December, and has continued this downward
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course in the first four months of 2025, reaching 2.0% in June. The ECB has justified these
rate cuts on the deterioration of growth prospects due to increasing trade tensions and falling
inflation and wages. In contrast, the FED in the USA has announced that interest rates will
continue at the current levels over the next few months due to the potential impact of rising
tariffs on US inflation.

Eurozone public finances have seen a moderate The Eurozone public deﬁcit fe”
adjustment, as the public deficit shrank by four t0 3.1% Of GDP
tenths, from 3.5% of GDP in 2023 to 3.1% in ’ ’

2024. This decrease occurred as a result of an

increase in revenue as a percentage of GDP - from 46% in 2023 to 46.5% in 2024, while the
percentage of expenses remained stable at 49.6%. Among the major Eurozone economies,
the one with the highest and growing public deficit is France (5.8%), while Italy (3.4%) and
Spain (3.2%) reduced theirs and are approaching the EU average (3.2%). Remember that the
European Commission extended, until 2024, the suspension of the fiscal rules that limit public
deficit to 3%, since the priority has been to continue supporting growth.

In 2024, the rate of the euro against the dollar can be divided into two stages. In the first half of
the year, the rate remained more or less stable, with the euro relatively appreciated against the

$/€ EXCHANGE RATES
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The euro depreciated in the second OIL PRICES - $ per barrel of Brent

half of 2024 but appreciated again
at the start of 2025. 140,

120 4

dollar. In the second half of the year, however, 1004

the euro depreciated because the Federal e
Reserve kept its interest rates high to combat 60
the persistent inflation, causing the dollar 40|
to strengthen because the yield from assets in 20|
dollars was more attractive to investors. The ECB, ol

. BARBSARAREAN RAR RS SRR AR EAR AR RARRARSERARS Ranans
on the other hand, started to lower its interest 2021 2022 2023 2024 2025

Chart 1.7

rates from mid-2024, which weakened the - —
. Source: Energy Information Administration of the US Government.

euro against the dollar. On annual average,

the euro rate stood at $1.082/€ in 2024,

exactly the same average value as in 2023. In the first months of 2025, the dollar depreciated due

to the prospect of higher inflation and lower growth in the US economy due to the tariff policy.

In 2024, oil prices saw significant volatility. A barrel of Brent started the year at round 80 dollars,
but fluctuated throughout the year due to factors such as high demand, supply problems and
conflicts in the Middle East, and ended 2024 with a slight fall, to €74. In the first few months of
2025, oil prices continued to adjust downwards

(between 60-70 dollars) due to oversupply and Oil prices fe”

weaker global demand. below $80

After a very positive year for the international
stock market indexes in 2024, when, for example, the S&P 500 and Euro Stoxx reached historic

IMF ECONOMIC OUTLOOKS FOR THE GLOBAL ECONOMY

Global GDP 3.5 &3 3.0 3.1
Advanced economies 1.8 1.8 1.5 1.6
USA 2.9 2.8 1.9 2.0
Eurozone 0.5 0.9 1.0 1.2
Germany -0.3 -0.2 0.1 0.9
France 1.6 1.1 0.6 1.0
Italy 0.7 0.7 0.5 0.8
Spain 2.7 3.2 2.5 1.8
Japan 14 0.2 0.7 0.5
United Kingdom 0.4 1.1 1.2 1.4
Canada 1.5 1.6 1.6 1.9
Emerging and developing countries 4.7 4.3 4.1 4.0
Sub-Saharan Africa 3.6 4.0 4.0 4.3
Emerging European economies 3.6 3.5 1.8 2.2
Russia 4.1 4.3 0.9 1.0
Developing Asia 6.1 5.3 5.1 4.7
China 54 5.0 4.8 4.2
India 9.2 6.5 6.4 6.4
Middle East and Central Asia 2.4 2.4 3.4 3.5
Latin America & Caribbean 24 24 2.2 24
World trade (goods and services) 1.0 3.5 L 2.6 1.9 )

Source: IMF, July 2025.

Table 1.1
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In 2024. the stock markets highs, in the first few months of 2025 - especially
I

rose to historic highs, but
volatility increased in 2025.

from 2 April, baptised “Liberation Day” by the
USA - instability increased in the financial
markets and generated significant falls in
prices and renewed volatility. This instability
was the result of numerous announcements by the US Administration regarding tariffs. Fear of a
prolonged trade war, with knock-on effects on inflation, investment and global employment, led
investors to back off to safer assets, while the industry, technology and export sectors suffered
the greatest losses.

. Prospects

The economic context, which appeared stable for 2025, changed radically due to the announcement
by the Trump Administration of tariff increases to levels unseen for a century. Shifting decisions
and deteriorating confidence contributed to lower economic prospects, alongside the growing
risk of financial instability, exchange rate fluctuations and additional readjustment of asset prices.

According to the IMF forecasts published in July, world GDP growth will be 3% in 2025 and 3.1%
in 2026. This represents a downturn from the 3.3% for 2025 and 2026 in the 2025 January
report, before the tariff increases were announced. These growth forecasts lie well below the
historic average (+3.7% in the period 2000-2019).

In the case of the USA, growth is expected to slow to 1.9%, a figure that is 0.8 percentage points

below the January 2025 forecast, due to greater

uncertainty about public policies, trade tensions
and falling momentum in demand. Meanwhile, in

the Eurozone, the growth forecast is for 1%, the

same as in the January report. The economies

Economic forecasts are revised
down in the USA due to the tariff
shock and increased uncertainty.

OECD ECONOMIC PROSPECTS FOR THE MAJOR DEVELOPED COUNTRIES
UNEMPLOYMENT | CURRENT ACCOUNT
GDP INFLATION) RATE®) BALANCE PUBLIC DEFICIT
9% annual variation % annual variation | % active population % of GDP % of GDP
USA 28 |16 15 | 28 |35 28 |40 (42 43 |-39 -41 34 |-74 |75 -81
Japan 02 107 04|27 28 20|25 25 25|48 |50 49 |-20 -16 -12
m;‘ém 11 013 10 | 25 31 23 | 43 34.6 46 | 27 |32 -35|-60 |-53 -45
Eurozone | 0.8 10 12 | 24 32.2 20 | 64 36.4 62 | 36 31 28 | -31 31 3.2
Germany | -02 | 04 12 | 25 124 21|34 (36 35|57 |48 37 |-27 -27 -33
France 11 106 09 |23 (12 17 |74 |78 76 |04 |-02 -01|-58 |-54 -50
Spain 32 124 19 |29 (24 19 |113 (107 1201| 30 i 28 28 |-32 i-28 -23
OECD | 18 14 15 | 51 141 32 | 49 150 49 | n/a infa nfa | 47 |46 -47 )

(1) For the OECD and the USA, the private consumption deflator was used.
(2) Unemployment rate calculated using national definitions, not harmonised.

n/a: data not available.
f: forecasts.

Source: OECD, June 2025.

Table 1.2



of the emerging and developing markets are expected to see a slight slowdown in growth to 4.1%
in 2025 and 4.0% in 2026. World general inflation will fall to a slightly lower rate than indicated in
January, and could reach 4,2% in 2025 and 3.6% in 2026, revised notably upward in the advanced
economies and slightly downward in emerging and developing economies.

In the first few months of 2025, global economic activity has been developing within an
environment that is marked by growing uncertainty and geopolitical complexity. The historical
evidence suggests that, in this kind of scenario, economic growth ends up suffering. The
uncertainty and trade tensions usually cause households and businesses to postpone spending
and investment decisions, which contributes to slowing GDP growth. Moreover, the trade and
geopolitical tensions could also affect production if supply risks increase and upset the operation
of global value chains.

Within this scenario, the Eurozone economy The Eurozone withstood the turbulence

h 0.6% t t d
as grown 0.6% quarter on quarter (compared 1 o4 tho otqrt of 2025 better than the USA.
with 0.3% in the previous quarter), putting its

year-on-year progress at 1.5%. The growth

rate of practically all the large economies accelerated in this quarter. Note Germany (+0.4%
quarter on quarter), France (+0.1%) and Italy (+0.3%), although Spain continues to be the economy
with most growth (+0.6%). Regarding the rest of the year, increased uncertainty deriving from
the tariffs imposed by the US Administration and the European response will continue to weigh
down growth.

On a positive note, the ReArm Europe plan and change in Germany'’s fiscal policy will help to

absorb the impact of these headwinds from outside. As for inflation, general inflation reached @
2% in June and core inflation 2.4%, close to the 2% goal. Moreover, the burden of escalating
protectionism on activity and the employment market will continue to weaken inflation prospects.

The US economy shrank in the first quarter of
2025 (-0.5% annualised rate) for the first time
since the first quarter of 2022. The fall in GDP
was mainly due to a significant increase in

The US economy shrank in the first
quarter for the first time since 2022.

imports in response to anticipated tariffs, and falling public spending. Nevertheless, this data is
not a reflection of domestic economic weakness, as yet, as domestic demand was mainly driven
by a notable increase in investment and private consumption, which remains dynamic despite high
uncertainty and weaker confidence levels.

For the next few quarters, the signals are mixed. On the one hand, labour market conditions are
still solid. On the other hand, business and consumer confidence is still weak in the face of high
economic uncertainty, which could influence consumer and investment decisions.

However, these projections are subject to major uncertainty and present risks of a downturn in
terms of economic growth. It is important to note that the forecasts do not explicitly incorporate
the potentially adverse impact of greater levels of uncertainty or the latest tariff agreements
between the USA and Japan or the EU. Also not included in this year is the possibility, currently
predicted in the EU, of easing the fiscal rules that member states must comply with, in order to
appreciably increase public spending on defence.

The world panorama appears ever more challenging. The substantial increase in trade barriers,
weakening business and consumer confidence, and high political uncertainty, pose significant
risks to growth. If these trends persist, they could considerably undermine economic prospects,
as the OECD warned in its June report.
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1. Main features of economic development in 2024

GDP GROWTH IN FRANCE AND THE
EUROZONE -Interannual variation rates, as %

In 2024, the French economy grew 1.2%, according to the INSEE, rising progressively over the
first three quarters (+0.1%, +0.2% and +0.4%, respectively), then coming to a sudden stop in
the last quarter of the year (-0.1%) as the Olympic and Paralympic Games in Paris came to an end. The
result of these quarterly trends was that annual GDP growth finally ended only two tenths lower
than in 2023 (+1.4%), but also four tenths above the overall rate for the Eurozone (+0.9%).

The French economy, like most of the western The French economy grows 1.2%

economies, be.nefitted f.ro.m falling interest rates in 2024’ more than the Eurozone.
and energy prices remaining at moderate levels,

which encouraged a climate of greater business

confidence and a good trend in the labour market. Households also showed positive behaviour in
consumption, thanks to the good dynamic in employment, falling inflation and rising wages. This
enabled households to recover purchasing power, although the savings rate also increased.

Regarding the contribution from various components to the variation in French GDP in 2024,
the expansion in domestic demand was the main explanation, adding 0.7 percentage points, together
with a similarly positive contribution from the

Consumption and foreign demand foreign sector, of 1.3 points, while inventories
had a positive effect on GDP growth.

deducted 0.8 points. Within domestic demand,
consumption made a positive contribution,
while investment was negative. So, private
consumption - which represents 52% of GDP
- increased 1.0%, and public consumption -
representing 24% of GDP - increased 1.4%. In
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contrast, investment - which is 22% of GDP
- saw a decline of -1.1%. Foreign demand also
had a positive influence on GDP growth, due

\ to a more positive variation in exports of goods
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and services (2.5%) than in imports (-1.2%). The
improvement in the trade balance helped
the shift from a current account balance deficit
of -1% of GDP in 2023 to a surplus of +0.4% of
GDP in 2024, according to the OECD.

2019 ' 2020 ' 2021 ' 2022 ' 2023 ' 2024 '2025(H) 2026 )

® France @ Eurozone Services lead growth in 2024,

f: European Commission forecasts (May 2025).

Source: Eurostat. Wh"e Construction ShrinkS.

Regarding supply, services and industry contributed positively to the trend in the French economy
in 2024, while construction saw contraction of 2.5%. Within services, performances were uneven.
The subsectors that saw the most important increases were technology and communications
(+4.9%), and professional and scientific activities (+3.5%), followed by cultural and recreational
activities (+2.0%) and public activities, health and social services (+1.6%). The other branches of
services, such as commerce, transport, hotels and catering and financial activities, saw growth
rates below 1%.
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The unemployment rate remained In 2024, the unemployment rate stabilised at

historic lows (7.4% in 2024). Employment saw
at lows of around 7.4%. Py

growth of 0.6%, slightly less than the 1.1% in
2023. This smaller increase is due to cooling
in the second half of the year and less favourable labour market policies, especially those relating
to apprenticeship programmes.

On annual average, consumer prices in France rose 2.3% in 2024, a much lower percentage than
the 5.7% in 2023 and 5.9% in 2022. The downward trend in inflation began mid-2023 and, since
then, has continued to fall as far as 1.8% at the end of 2024, thanks largely to falling energy
and commodity prices. Underlying inflation, which better reflects the trend in core prices by
excluding the volatile components (unprocessed food and energy), followed a similar trend to
general inflation (2.4% on annual average and 1.9% in December).

On the other hand, nominal wages per worker rose 3.2%, a percentage that is lower than the
European average of 4.5%. In real terms, however, the increase was more moderate, 1.2%, but
higher than the increase in labour productivity (+0.6%). This led to French companies losing
competitiveness (in terms of real unit labour costs).

The public deficit rose from 5.4% of GDP in The public deﬁcit increased in 2024

2023 to 5.8% in 2024. The increase in revenue due to increased spending
accelerated after suffering from economic ’

deceleration in 2023. Specifically, it went from

2.2% growth in 2023 to 3.1% in 2024, although this is lower than nominal GDP growth (+3.5%)
for the second consecutive year. Consequently, the rate of revenue over GDP reached 51.3% in
2024, two tenths below 2023 (51.5%). As for expenditure, growth also accelerated slightly, from
3.7% in 2023 to 3.9% in 2024, driven especially by the increase in staff costs, social benefits and
debt interest. As a proportion of GDP, expenditure rebounded from 56.9% in 2023 to 57.1% in
2024 (much higher than before the pandemic, when it was 55%). The public debt, according to the
Maastricht definition, reached 113.0% of GDP at the end of 2024, compared with 109.8% at
the end of 2023, but is much higher than before the pandemic (97.9% of GDP in 2019).

2. Prospects

According to the forecasts from the European Commission and the IMF, economic activity in
France will slow greatly in 2025, from 1.2% in the previous year to 0.6%, due to both the fiscal
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THE CONSUMER PRICE TREND IN FRANCE - Interannual variation rates, as %
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Source: Eurostat.

adjustment expected this year and the uncertainty around international trade. Net exports would
detract 0.3 percentage points from GDP growth in 2025, while private investment is expected
to remain moderate, as increasing uncertainty overshadows investment decisions. Private
consumption, for its part, will be boosted by the increase in real wages, but the savings rate will
still be high due to the lack of consumer confidence. Equally, GDP growth in 2026 could rebound
to 1%, or higher, as investment recovers and the rise in real wages encourages greater expansion
in private consumption.

As for prices, inflation fell to 0.8% in June 2025, from 1.8% in January, largely due to falling
electricity prices. It is expected to reach an average of 0.9% for 2025 as a whole (after 2.3% in
2024) before rebounding slightly to 1.2% in 2026, according to the European Commission.

Was fma!ly passed in February |bcludes major down due to foreign uncertainty.
fiscal adjustment measures, designed to slow

the momentum in public spending and collect

further revenue. In total, the public deficit in 2025 is expected to fall two tenths to reach 5.6%
of GDP, according to the European Commission. This estimate considers measures to increase
revenue of around 0.5% of GDP and measures to reduce expenditure, mainly in public consumption
and social transfers, for a value of almost 0.3% of GDP. The economic slowdown calculated
for 2025 is expected to burden tax revenue, and this revenue will again increase slightly below
economic activity, while rising unemployment will cause expenditure on unemployment benefits
to rise. In 2026, the public deficit could reach 5.7% of GDP, as some revenue measures adopted

for 2025 will expire.

The public debt ratio is expected to continue an upward trend and rise to 116.0% in 2025 and
118.4% in 2026. The increases will be driven by high primary deficits and growing interest
payments, while the debt reduction effect resulting from nominal growth in GDP will moderate
in comparison with recent years.

Equally, the prime minister, Francois Bayrou, announced a deficit adjustment plan in July 2025
that includes measures such as freezing pensions and public wages in 2026, introducing a new
solidarity tax on the wealthiest, removing two public holidays, and lowering medication payments,
among others. This plan is required to guarantee the sustainability of the public debt and, if
successful, could reduce the public deficit to 2.8% in 2029, according to the French government.

Chart 2.4



FRANCE. MAIN MACROECONOMIC
AGGREGATES - Interannual variation rates

In the first quarter of 2025,

Table 2.1

crzd) \ard) s, In the first quarter of 2025, real GDP rebounded

Components of demand

moderately (+0.1% quarter on quarter, after

Private consumption 3.2 0.6 1.0 .

-0.1%). H hold t hrank (-0.2%
Public consumption 27 14 14 6). Household consumption shrank (-0.2%)
G o (s G TR 04 04 11 and investment remained stable, as falling
DSt CEERG investment in construction was offset by
without inventories (a) 23 08 0.7 dynamic investment in information and
Inventories (a) 05 § 04 § 0 communications. Overall, the final domestic
Exports of goods & services 91 25 25 demand, excluding inventories, made a negative
Importsiofgoads e services a0l IS0SN IREE contribution to GDP growth this quarter (-0.1
Components of supply points). The foreign sector also made a negative
Agriculture 72 49 -119 contribution in the first quarter of 2025 (-0.8
Industry -5.5 55 21 points) due to a sudden fall in exports and
Construction -3.1 19 -25 strong growth in imports, especially energy
Commerce, transport, hotels & 74 08 08 and other industrial products (especially
catering ’ ’ ’ . .

) o metallurgy, pharmaceuticals and jewellery).
Information & communications 6.1 6.1 4.9 Finally. th tribution to GDP th f
Financial activities 29 -28 07 natly, the contribution to growth from
Real estate activities 16 0.6 0.9 changes in inventory was clearly positive this
CelEniiie aasvitEs & e quarter (+1.0 points) and offset the negative
professional services ’ ’ ’ contributions from both domestic and foreign
Public administrations, health & 17 08 16 demand.
social services
Cultural, recreational & other
activities 224 32 20 All'in all, note that the stated forecast scenarios

are subject to great uncertainty due to the
GDP at market prices 2.7 14 1.2

geopolitical situation around the wars in Ukraine

(a): contribution to GDP growth at market prices. and Gaza, and rising tariffs with the USA, which

will influence the EU’s trade performance and

Source: INSEE (demand) and Eurostat (supply).

the value of the euro.

the French economy grows slowly.

Spanish economy

Main features of economic development in 2024

Over the course of 2024, Spanish GDP grew 3.2%, half a point more than in the previous year
(2.7%). Spain has been one of the most dynamic large economies in Europe, an example being
that it was the focus of 25% of job creation in the Eurozone, even though it only represents
11% of total GDP. The Spanish economy has shown major resilience within the adverse context
of rising interest rates, geopolitical conflicts and the European industrial crisis. In fact, Spanish
GDP surpassed the forecasts at the beginning of the year that put growth at around 1.6%. The
surprises in the upward trend come from consumption - both public and private - and exports of
services - both tourism and non-tourism. In quarterly terms, GDP grew 1% in the first quarter and
maintained a constant, strong 0.8% in the following three quarters of the year.

Although it is still greatly dependent on tourism and some low value added activities, the
increase in immigrant population as a growth factor and strong generation of renewable energy

)
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GDP grows 3.2%, well above GDP GROWTH IN SPAIN AND THE
the Eurozone’s 0.9%. EUROZONE - Annual variation rates, as %

8-

6
- enabling a reduction in energy prices - have 4 |
combined with the good trend in the indicators 24 \
of total factor productivity. This combination _27
has enabled it to maintain a virtuous cycle of 4 |
growth based on job creation and efficiency -Z,
improvements. e

12 ‘ ‘ ‘ ‘ ‘ ! : ‘

Nominal workers’ pay increased significantly 2019 2020 2021 2022 2023 2024 2025() 2026(f
in 2024 (+5%), but the increase was more ® Spain @ Eurozone

contained in real terms (+1.9%). However,

f: European Commission forecasts (May 2025).

. . dE .
the rise in real wages was greater than the Source: Eurostat

rise in labour productivity (0.9%), pushing up

unit labour costs (+1%) and undermining the All sectors grew in 2024’ but with

competitiveness of Spanish companies abroad. notable acceleration in industry

All the major economic sectors saw increased and dynam'sm In services.

activity and, in most cases, the increase was

greater than in 2023. The services sector was the main driver of economic growth, both because
it is relatively important to GDP (68.5%) and the fact that it was the most dynamic sector this
year, with an increase of 3.7%. Within services, the subsectors with the most notable growth
were real estate activities (+5.9%), professional activities (+4.2%) and ICT (+3.7%). The subsector
of services with the weakest growth was financial and insurance activities (+1.7%). For its part,
industry showed quite positive behaviour (+2.7%, compared with +0.7% in 2023) after recovering
from the supply crisis and despite low European demand, especially from Germany. Construction
maintained a dynamic +2.1% for the second consecutive year.

The contribution from domestic In 2024, both domestic and foreign demand
demand to growth increased made a positive contribution to GDP growth.

. . . . On the one hand, domestic demand added 2.8
In 2024’ while the contribution percentage points to GDP growth, surpassing

from foreign demand shrank. the 1.7 points of the previous year. On the

other hand, foreign demand made a positive

contribution but lower than in the previous year (0.4 points, compared with 1 point in 2023), due

to more dynamic growth in imports (linked to domestic demand); however, exports continued to
grow strongly, essentially in services (tourism and non-tourism).

Within domestic demand, note that private consumption provided a major boost to growth in
2024. Over the year, it increased 2.8% in real terms, a much higher rate than in 2023 (+1.7%),
driven by the positive trend in the labour market

and rising real wages. Growth in investment Private consumption

also accelerated (1.9% in 2024, compared with reatly boosts arowth
-1.6% in 2023), as a response to decreasing 3 y 3 :

economic uncertainty and financing costs, as
well as increased execution of NextGenerationEU funds. Growth in public consumption, on the
other hand, slowed from 5.2% to 4.1%, although this is still very dynamic.

As for foreign demand, one of the constant features of the trend in the Spanish economy in the
post-pandemic period has been the outstanding role of exports of services, both tourism and

Chart 3.1



ngh growth in exports Of tourism non-tourism. This trend contrasts with the one

. . that followed the 2008 crisis, when exports of
and non-tourism services. .
goods played the leading role.
In global terms, the current account surplus reached 3% of GDP in 2024 and confirmed an
exceptionally positive year for the Spanish foreign sector, especially when compared with other
large European countries. Consequently, the Spanish economy has already accumulated 13 years
of current account surplus, only surpassed by Germany among the large economies in Europe.

The labour market offered a positive surprise, with an upward trend that led to a record number of
people in employment, 21.7 million on annual average in 2024. The group of workers born abroad
provided a major impetus to employment, with

a contribution of 77% to the total growth in Emp’oyment hits a new record
employment last year, compared with 23% of thanks to the increase in workers

those with solely Spanish nationality. In relation . . .
of foreign nationality.

to the previous year, the number of individuals
registered with the social security grew 2.5%,
representing half a million more, a similar figure to 2023. The increase in employment enabled a
reduction in the average unemployment rate to 11.4% in 2024 - the lowest level in 16 years - and
in the temporary employment rate, to 12.4%.

2024 was characterised by the continued process of disinflation, as consumption prices grew
2.9% on annual average, compared with 3.4% in 2023 and 8.3% in 2022. The general inflation rate
slowed to 1.7% in September, the lowest rate since March 2021. Then it rebounded to end the year
at 2.8% in December. This process can partly be explained by the trend in energy prices. The fall
in underlying inflation (not including unprocessed food or energy products) accelerated in 2024,

from 3.8% in January to 2.6% in December, and

Inﬂat'ion continued ended below general inflation, thanks to falling
to falI in 2024 energy prices which influenced the prices of

other goods and services.

In the sphere of public finance, the Spanish economy managed to reduce the public deficit to
2.8% of GDP in 2024, representing a reduction of seven tenths compared with the 3.5% in 2023.
This means that Spain is below the 3% threshold of excessive deficit stipulated in the fiscal rules
of the European Union. If the impact of the measures adopted to mitigate the damage from the

' *
UNEMPLOYMENT RATE IN SPAIN o SPAIN'S PUBLIC DEFICIT
As % of active population i As % of GDP
G
18 - 2019 |, 2020 , 2021 |, 2022 , 2023 , 2024 2025(f), 2026 (f)
16 155 01
. - 14.9
14 | -2
124 -4
10 |
8 _| -6
6 - -8 |
4
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20158520208 82021 5820228820288 202452025 )E2026 (1 f: European Commission forecasts (May 2025).
f: European Commission forecasts (May 2025). * Includes costs of the DANA catastrophe.
Source: Eurostat. Source: European Commission.
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TREND IN HARMONISED CONSUMER PRICES IN SPAIN - Interannual variation rote, as %

Spain has reduced its public DANA in Valencia is included, the public deficit would be
deﬁcit to below 3% Of GDP fO!' 3.2% of GDP, but the fiscal rules allow for exclusion of
()

. . the negative impacts of natural catastrophes. Part of this
the ﬁrSt time since 2018. decrease can be explained by the strong growth in GDP,

and another part by the increase in tax revenue linked to
economic activity and rising prices. Specifically, public revenue increased 7.1%, while expenditure rose by
6.2%. Revenue also benefitted especially from the increase in the tax bases of direct taxes due to the nominal
growth in business profits and wages, while expenditure was pushed up by the revaluation of pensions and
public wages, the rise in social benefits, public investment and interest expenses.

Nevertheless, the public debt of all Spanish public administrations continued to rise in absolute terms, although
the ratio to GDP decreased in 2024 to reach 101.8%, basically due to the increase in nominal GDP,
although it is still 4.1 points above the pre-pandemic levels.

. Prospects

Growth in the Spanish economy in 2025 will be the result of a combination of various positive and negative
impacts. The positive impact will come from the increase in household income, falling interest rates and
execution of the NextGenerationEU funds. On the other hand, the Spanish economy will be adversely
affected by the impact of rising US tariffs and an international climate of greater uncertainty which could
deter investment.

All in all, the consensus of the analysts continues to indicate that Spanish GDP will maintain reasonably
robust growth rates over the next few quarters. It will be one of the economies to grow most among the
developed economies, and the process of disinflation will continue, although the risks around this central
scenario would have a downward bias.

As a result of this positive dynamic, the rate of growth of the Spanish economy in 2025 will reach between
2.4%-2.6% according to the forecasts published by the international bodies (European Commission, IMF and
OECD), a lower figure than in the previous year

but still very solid and higher than that of the GDP growth will reach around

main developed economies. As for inflation, .
ped econamies. 7 Tor e 2.4%-2.6% in 2025.
the European Commission’s estimates indicate
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The economy starts 2025 with good
prospects but the risks for the foreign

sector increase.

that it will fall to 2.3% in 2025 and 1.9% in 2026,
and the unemployment rate will continue to
fall to potentially below 10% in 2026. The 2025
public deficit forecast is for a reduction to 2.5%
of GDP (2.8% including the costs of the DANA),
the result of both an increase in public revenue
and stabilised public expenditure.

In this situation of high uncertainty and
complexity in which 2025 began, the growth in
the Spanish economy has continued to surprise.
Spanish GDP increased by a strong 0.6% quarter
on quarter in the first quarter, the same as for
the whole of the Eurozone (0.6%). This growth
can be explained by a positive contribution from
both domestic and foreign demand. In relation
to domestic demand, note the growth in
investment, with a quarter-on-quarter increase
of 1.1%, especially that linked to non-residential
construction and transport equipment. Equally,
private consumption remained quite dynamic
(+0.4% quarter on quarter). Regarding foreign
demand, exports grew more than imports,
possibly anticipating tariff increases, so foreign
demand contributed 0.2 points to quarter-on-
quarter GDP growth.

General inflation continued to fall, from 2.9%
in January to 2.2% in June, mostly due to
falling electricity and fuel prices. For its part,
the dynamism in job creation continued in the
first quarter of 2025, with year-on-year growth

SPAIN. MAIN MACROECONOMIC
AGGREGATES - Interannual variation rates

Table 3.1

Components of demand

Private consumption 4.9 1.7 2.8
Public consumption 0.6 5.2 4.1
Gross capital formation 4.8 -1.6 1.9
Domestic demand (a) 3.9 1.7 2.8
Exports of goods and services 14.3 2.8 3.1
Imports of goods and services 7.7 0.3 24
Components of supply

Agriculture, livestock and fishing -20.3 6.5 8.3
Industry 2.5 0.7 2.7
Construction 9.2 2.1 2.1
Commerce, transport and hotels  14.4 4.4 34
& catering

Information and communications 12.4 5.0 3.7
Financial and insurance activities 3.0 -0.5 1.7
Real estate activities 53 &3 5.9
Professional activities 12.3 1.2 4.2
:;52: 1::;lct):lrr;mnlstratlon, health and 13 30 3.2
:Crg\s/ittllgésrecreahonal & other 13.4 63 25
GDP at market prices 6.2 2.7 3.2

(a): contribution to GDP growth at market prices.

Source: National Institute of Statistics (INE).

The economic forecasts have been revised

upwards but uncertainty is still high.

of 2.4%, representing 515,400 more employed in the last year.

The main source of risk to the current set of projections is still geopolitical uncertainty on a global

scale and the impact of tariff rises on economic growth. Among other factors, it will be important

to continue monitoring how far Spanish economic activity can continue to grow at a rate that is

notably higher than that of the main European economies.

External environment of the Andorran economy | lll. Spanish economy
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OAmdorron economy:

general developments

IV Population, labour market and education

1. Population and migratory flows

In 2024, the estimated population of Andorra The populaﬁon ofAndorra

to 87,097, the highest fi in th . . e
rose to B4V7/ the highest figure I e 1 reqches a historic high.
historical series, available since 2009. This was

an important increase in relation to the previous

year but less intense than in 2023 (+2.3% compared with +4.3%). The population registered with
the local Comu authorities (a different concept to the estimated population) reflects a similar
dynamic, with an increase of 2.7%, to 92,858, the highest figure since the series started in 1947.
The difference between the two population data sources is about 5,700 individuals.

The fore,'gn populat‘ion continues The increase in the estimated population was led

to grow more than the national bY the number of foreigners .(+3.3%), although
this grew less than in the previous year (+8.0%),

while the number of Andorrans grew only 1.3%,
55% of the total. despite being a larger increase than in 2023
(+0.3%). In fact, there are 39,470 nationals,

representing 45.3% of the total, and 47,627 foreigners, the other 54.7%.

This continues the trend that started in 2016 for the percentage of foreign citizens in the
total population to increase, which only halted in 2020 due to the pandemic. Consequently,
the foreign population has gone from 50% of the total population in 2016 to 54.7% in 2024, a
record in the 21st century. These data confirm the attractiveness of the Andorran economy to
foreign workers.

The increase in the foreign population was spread among nationalities, with an especially notable
contribution from the Argentines - another 371 individuals - who are already the fourth largest

REGISTERED AND ESTIMATED POPULATION - In thousands
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group of foreign nationality in this country, representing 3.6%, after the Spanish - who increased
by 1.2%; the Portuguese - who decreased 1.7%, and the French - with slight growth of 0.8%.
Note that the only group that shrank was the Portuguese, falling for the fifth consecutive year

to the lowest figure in the available historic series of estimated population. In the segment of

other nationalities are notably the British, Italian, Filipinos, and to a lesser extent, Moroccans

and Chileans.

ESTIMATED POPULATION BY NATIONALITIES |
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In 2024, the geographical diversification

of the residents increased, led by the
Argentines, who are already the fourth
most important nationality.

The Spanish remain the most important foreign
group, with 23.8% of the total population,
followed by foreigners of other nationalities
(17%), who exceed the Portuguese by seven
points (9.8%) and almost quadruple the
percentage of French (4.5%). It can therefore
be said that in 2024, the trend towards
geographical diversification of the residents
continued, notably with the Argentines.

Working residence permits increased
2.8% and temporary permits by 6.6%.

The inflow of foreigners into the country is also
reflected in the strong increase in the number
of valid immigration permits. On 31 December
2024, there were 58,754 permits (including
temporary), 3% more than in the previous year
and the highest figure in the historical series
available since 2007. This strong growth can
be explained, above all, by the 2.8% increase
in working residence permits, which are the
majority (71%), followed by temporary permits,
which increased by 6.6% this year to 5,197,
contrasting with the 25% fall seen in 2023.
Residence permits and cross-border and work
without residence permits also rose (1.6% and
4.4%, respectively) but had a smaller effect on
total growth.

Note that in March 2024, a new regulation was
introduced establishing that non-EU workers
will have to demonstrate proven professional
experience of at least four years in the same
area of work that they intend to pursue in
Andorra, in order to switch from the seasonal
quota to the renewable quota. The same
regulation envisages an exception, enabling part

)
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VALID IMMIGRATION PERMITS BY TYPE,
AT THE END OF THE YEAR - In thousands

Chart 4.4

Cross-border and
work without
residence

Temporary

Residence

40.7
41.8

Residence
and work

® 2023

® 2024

Source: Department of Immigration / Department of Statistics.

of the non-EU workforce to continue working in
the country if they have been employed for at
least four months in the same company during
the previous winter season. The Government
decided that the number of workers able to
apply for this exception would be 300, with a
potential increment of up to 30% (390), to meet
the requirements of the business sector.

By parish, the increase in estimated population
in 2024 was spread throughout the territory, in
line with the trend of recent years. In particular,
Canillo (+4.1%), while the rest of the parishes
saw increases of between 1.9% and 2.9%. In
absolute terms, all the parishes saw increases
of a similar size, between 105 people in Ordino
and 374 in Encamp, except Andorra la Vella,
which is still the parish with the greatest

ESTIMATED POPULATION BY PARISH
As % of total

Ordino 5.7%

Chart 4.5

Canillo 4.5%
e

Sant Julia

de Loria 12.1%

Andorra

laVella 30.1%

LaMassana 12.3%

Encamp 16.1%

Ordino 6.4%

Escaldes-Engordany 19.2%

Canillo 6.9%
B

Andorra

laVella 28.2%

Sant Julia

de Loria 11.6%

LaMassana 13.6%

o
Encamp 15.2% Escaldes-Engordany 18.1%

Source: Parish censuses of the Comu governments / Department of Statistics.

Canillo is the parish with the greatest
population growth in relative terms
and Andorra la Vella in absolute terms.

growth in the number of inhabitants (533 more inhabitants).

In Andorra la Vella, the most populated parish in the Principality, population growth was 2.2%, so

its percentage of the total estimated population has continued to decline, slowly but consistently

since 2014, to reach 28.2%, the lowest level in the available historical series. In contrast, Canillo

is no longer the population with the fewest inhabitants: it has outstripped Ordino thanks to the

population dynamics of recent years, coming to represent 6.9% of the population of Andorra.

The number of births
increases slightly.

As for population change, the natural population
increase in 2024 was only 128 people, one of the
lowest figures in the historical series available
since 1991. This year was characterised by a

slight increase in the number of births (from 458 in 2023 to 501 in 2024) and also in the number of
deaths (from 357 to 373). So, the population dynamics seen in 2024 can largely be explained by the
positive balance of migration (+1,868 individuals), calculated from the estimated population. In total,

the estimated population increased by 1,996 people in 2024, a smaller increase than in the previous

year (+3,513), the highest in the available series.




VARIATIONS IN THE ESTIMATED POPULATION

2023 2024

Births 458 501
Deaths 357 B8
Natural increase 101 128
Birth rate (per thousand) 5.382 5.752
Death rate (per thousand) 4.195 4.283
Rate of natural increase (per thousand) 1.187 1.470
Increase from migration or census regularisation 3,412 1,868
Total population increase* 3,513 1,996
Marriages 387 438

* Natural increase plus increase from migration.

Source: Department of Statistics.

The process of population aging

STRUCTURE OF THE ESTIMATED 2 i h lati 65 and
POPULATION BY AGE AND GENDER. 2024 | | continues: the population of 65 an
M | overrepresents 15.4%, the highest
85+ | figure in the historical series.
80-84
75-79|
70-74| As for the structure of the estimated population
65-69| by age and gender, men still outnumber women in
:g::: - all age brackets except in the segment of 80 years
50.54: and above. In 2024, the male population was
45-49| 7.6% larger than the female population - 3,169
gg:g:— more men; this difference can be explained
30-34] by the size of the foreign workforce, which is
25-29| traditionally mostly male and which increased
AV Pl substantially in 2024.
15-19|
10-14|
5-9 | In parallel, the distribution of the estimated
0-4| e IESGEENESVSSS = population by age and nationality shows that
§ § § § § © § § § § § the proportion of foreigners clearly exceeds
ooT e e T e s that of Andorrans in all age brackets from the
® Men  ® Women age of 25 (until 2022, this was from the age of

30). In contrast, the proportion of Andorrans

Source: Parish censuses of the Comu governments / Department of Statistics.

is much higher in the under-25s bracket
(72.8%), contrasting with the low proportion
of Andorrans in the group of 65 and above (only 38.9%).

To complete the analysis of the population, the distribution by ages in 2024 demonstrates the
trend of progressive ageing. Specifically, the estimated population of under-15s represents 11.3%
of the total population (compared with 11.7% in the previous year) and is already five points lower
than its percentage in 2010. In contrast, the group aged 65 and above grew in 2024, to 15.4% of
the total (15.1% in 2023), the highest figure in the historical series. Meanwhile, the percentage
of the working age population (ages 15-64) increased by only one tenth, to 73.3%, although
the growth in this age segment was still significant (+2.5%). As a result of this gradual process of
population aging, the average age rose to 42.6 years.

Table 4.1

)
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2. Employment and unemployment

2024 was characterised by an overall improvement in the labour market rates: a rise in employment,
a fall in unemployment and a notable increase in the active population.

According to data from the Workforce Survey (EFT), the number of unemployed aged 15 or
above fell 2.4% to 801 individuals, the lowest figure in the historical series, even lower than in
2018 (819). Along the same line, the unemployment rate remained at a historic low of 1.5%, much
lower than in the neighbouring economies. Note that 86.3% of the unemployed are short term, so
13.7% have been looking for work for more than one year, a percentage that has almost doubled
since 2023 (7.3%).

As for the employment support programmes, as in the previous year, in parallel with the
Employability Improvement Programme through the public sector and the social initiative
bodies, two special programmes were again run in 2024: 1) one fostering the recruitment and
practical training within businesses of young, working-age people who have achieved skills from
a programme of social inclusion through employment, and 2) another fostering recruitment in the
private sector. All in all, these programmes have

enabled 98 people to find work during 2024. The unemp’oyment rate fe"

. N to a historic low of 1.5%.
In 2024, the fall in unemployment was divided

between men (going from 1.9% in 2023 to

1.7% in 2024) and women (1.2% in 2023 to 1.1% in 2024). For the second consecutive year, the
unemployment rate for men is higher than for women. By ages, the unemployment rate in
the youngest bracket (ages 15-24) fell to a historically low rate (5.6%), but this is still higher than
in the other brackets. It also fell, by two tenths to 1.3%, in the segment of 25-54 years. In contrast, the
unemployment rate in the largest bracket (ages 55-64) increased by four tenths (from 1% to 1.4%),
although this is still very low.

EMPLOYED AND UNEMPLOYED
In parallel, the number of employed aged 15 and POPULATION (AGED 15 AND OVER)

over increased 3%, according to the Workplace
Survey (EFT), to 54,603, the highest figure in
the available series.

Chart 4.7

In thousands and %

60 =7
55 |

50 |
The number of employed reaches a oy s
historic high of 54,603 individuals, 3% 23 L4
more than in the previous year. 25 | | 3
1] £
However, the growth in employment was lower 10 |1
than in the total population and therefore (5)
the employment rate - calculated from the 20132014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
population aged 15-64 - decreased nine tenths ® Employed ® Unemployed
to 82.5%, although this is clearly above the ® Unemployment rate (%, right axis)

European Union average (70.8%). Equally,

o , ) Source: Workforce Survey. Department of Statistics.
the Andorran activity rate? also fell nine tenths,

2 The employment rate is the ratio of the number of employed to the working-age population between the ages of 15 and 64, and the
activity rate is the ratio between the number of active people (employed or unemployed) and the working-age population between
the ages of 15 and 64.




to 83.8%, but still easily exceeds the EU ACTIVITY RATE AND EMPLOYMENT @
average (75.3%). RATE, AGES 15-64 - As % S
O
Of the total employed population aged 15 and 22:
above, 19.1% are self-employed and the rest are 84 |
employees, divided between the private sector 83
(63.2% of the total employed) and the public zi‘
sector (17.6%). Regarding education, 71% have 60 |
secondary or tertiary education, and regarding 79 |
working hours, only 6.5% have a part-time 78 4
contract, well below the 8.6% in 2023. Finally, Z
only 10.6% of employees have temporary 20132014 20152016 2017 2018 2019 2020 2021 2022'2023'2024'
contracts. In global terms, the employed ® Activity rate @ Employment rate
population works 34.6 effective hours per week
(Women 31.6 hours and men 371 on average). Source: Workforce Survey. Department of Statistics.
Data from the Andorran Social Security System The number Of emp’oyees grew 3.0%
.(CASS) for 2024 c.onﬁ.rm the positive .trend to reach a new historic high.
in employment, which is also observed in the
EFT. Specifically, the number of employees
increased 3.0% which, although lower than the 4.4% growth seen in the previous year, led to a
historic figure of 44,797 employees. Equally, the average number of jobs rose 2.7%, to 53,895,
maintaining a positive rate for the third consecutive year after the decline due to the pandemic.
The increase in numbers of employed recorded in 2024 was spread between the main economic
sectors. Specifically, construction has seen a decade of consecutive net job creation (+7.7% in
2024) and the number of employees is close to 4,400, the highest figure since 2010 but still 35%
lower than at the end of the previous cycle of expansion (2006).
In the case of industry, the trend in employees in 2024 was positive, with an increase of 2.8%, to
1,889. The number of employees in the primary sector has remained practically stable, although
its performance has a lower impact on the economy because it has only 157 employees.
Construction is the se.ctor that saw NUMBER OF EMPLOYEES >
the greatest growth in numbers of As annual average and % E
employees in 2024. =
50,000 - r12
45,000 - 10
In 2024, the services sector - with 85.6% of 4455 |
employment - benefitted from the strong 35000 | -8
expansion in the tourism sector worldwide in 30,000 - -6
that year. Specifically, the number of employees 25,000 4
in services increased 2.5% and already exceeds ~ 20.000 - L2
the 2019 level by 11%. 15,0009 Lo
10,000 |
5,000 - -2
Among tertiary activities, the increase in o0 | 4

employment linked to tourism, specifically in
commerce (+0.7%) and hotels and catering
(+1.8%) was 162 individuals, only 13% of the
total increase in employment. In contrast,

there was a significant increase in the numbers Source: CASS (Andorran Social Security System) / Department of Statistics.
of employees in the real estate sector and

2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024

® Number of employees (annual average)
® Annual variation (%, right axis)
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NUMBER OF EMPLOYEES

.

- =

9;8’;3%%” % total 2024 e
Agriculture, livestock, hunting & forestry 157 -1.2 0.3
Industry 1,889 2.8 4.2
Construction 4,389 7.7 9.8
Services 38,363 2.5 85.6
Commerce & motor vehicle repairs (etc.) 9,457 0.7 21.1
Hotels & catering 5,516 1.8 12.3
Financial system 1,715 1.1 3.8
Public administration, defence & mandatory social security 4,725 1.5 10.5
Others 16,950 4.1 37.8
Total 44,797 3.0 100

Source: CASS (Andorran Social Security System) / Department of Statistics.

business services (+470), with a 37% contribution Within services’ the rea’ estate Sector
h [i . In health iviti . .
to the total increase. In health activities and and business services account fOl’ 37%

social services, the number of workers also rose . .
of the total increase in employees.

(+116). Commerce and motor vehicle repairs are
still the most important services subsector in
terms of employment, with 21.1% of total employees. This is followed by real estate and rental
activities and business services (16.5% of total employees), hotels and catering (12.3%) and public
administration (10.5%).

Within this context of economic expansion, the number of job seekers continued to fall, to 309,
the lowest value since 2008. Along the same line, the number of people looking for a better job
also fell significantly, from a high of 640 applicants in 2021 to 224 in 2024.

In parallel, the number of jobs offered at the Job Service fell substantially in 2024 (-14.4%),
interrupting the very positive trend of the previous three years and putting the figure at
1,829 offers on monthly average. Even so, the number of job offers is still six times higher
than the number of job seekers (309), a trend that reflects the progress in the economy.
In fact, the ratio of the number of job applicants per job offer has fallen from 0.7 in 2019

(before the pandemic) to 0.3 in 2024. This

is causing the job market to tighten so that

JOB SEEKERS AND JOB OFFERS S . .
< certain sectors struggle to recruit workers.
5
2,500 1 The labour market is still tight even
2,000 - though the number of job offers
decreased in 2024.
1,500 -|
1,000 4 The economic recovery has resulted in a further
decrease in the number of people receiving
2007 unemployment benefits, from 134 individuals
0 S in 2021 to 20in 2022 and 16 in both 2023 and
% % g é % g % g g § g % 2024. This means that the coverage rate for

job seekers fell from 15% in 2021 to 5% from
® Job seekers ® Job offers 2022 to 2024. Remember that the coverage
rate is still very low in Andorra compared with

Source: Department of Employment & Work / Department of Statistics.
that of European neighbours.




JOB SEEKERS BY EMPLOYMENT g The decline in numbers of
SITUATION. 2024 - % of total E job seekers affected a” age
O
el groups except ages 26-39.
looking for work 0.4%
No previous
Unemployed more employment  3.5% The decline in numbers of jobseekers impacted
than 12 months  8.3% all age groups above the age of 18, except ages
Unemployed

6-12 months 4.6%

a decrease of 92.1% in the 18-25 segment,
16.7% in the 40-59 age segment, and 2.6% in
the segment of 60 and above. Nevertheless, the

[
\‘ E:fso\:éorke‘j 0.1% 26-39, in which it increased 3.9%. There was

majority of job seekers are aged 40-59 (41% of
the total).

Another notable characteristic of the job

Unemployed less seekers is that eight in every ten have been
than 6 months ~ 83.0%

unemployed for less than six months. Moreover,

Source: Department of Employment & Work / Department of Statistics.

the percentage of structural unemployment
(unemployed for more than one year) decreased
from 11.2% in 2022 to 8.3% in 2024, according

The number Of naﬁona’jobseekers to data from the Job Service Register. On

falls more than foreigners, so their
percentage of the total falls to 44%.

3.1.

the other hand, according to the Workforce
Survey data, the proportion of structural
unemployment increased suddenly from 7.3%
in 2023 to 13.7% in 2024. Nevertheless, the
data show that the Andorran labour market is quite flexible and dynamic, and does not create major
structural imbalances.

To complete the analysis of job seekers, the distribution by nationalities demonstrates that there
was an overall decline in 2024, although greater among Andorrans (-14.8%) than foreigners
(-4.4%). Among the foreigners, the Spanish are still the largest group of applicants (79 individuals),
much smaller than the Andorrans (135).

Consequently, the percentage of foreigners in the total number of job seekers has increased by
three points, to 56%, a lower percentage than in the total estimated working-age population
(58%). Equally, the Workforce Survey shows that in 2024, the unemployment rate of Andorrans
fell three tenths, to 1.5%, while that of foreigners increased one tenth to 1.4%, so the two rates are
practically equal, as traditionally occurred until 2019. Note that this situation is also accompanied
by significant differences in relation to the inactivity rate of both groups. Specifically, the inactivity
rate of Andorrans (33.2%) is more than ten points higher than that of foreigners (23.6%). This can
be explained by the fact that part of the foreign population returns to their home countries when
their work in Andorra ends, when they reach retirement, or they undergo naturalisation.

Education

School population

In the 2023-2024 academic year, there were 11,372 students at school level, 72 more than in
the previous year (+0.6%), the highest level in the historical series, which began in 1990. The

schooling rate - calculated as the proportion of the school population to the global population at
this level - reached 67.9% in 2024.

°
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STUDENT POPULATION BY LEVELS @ THE ANDORRAN SCHOOL POPULATION

E BY EDUCATIONAL SYSTEM - As % of total
% variation % 'W'
224 /(;2?23 2023-2024 Andorran 8.3%

Kindergarten 1,909 -2.9 16.8 French 39.2%

Primary education 4,218 -1.2 37.1

Secondary education 3,505 2.4 30.8

Baccalaureate 1,225 10.6 10.8

Vocational training 515 -34 4.5

Total 11,372 0.6 100
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Source: Ministry of Institutional Relations, Education and Universities.

Spanish 52.6%
The number of baccalaureate 2024
students rises while the number Andorran 41.3%
in vocational training falls. Engiish 2.2%

By levels, 84.7% of school students are in
kindergarten, primary and secondary education.
The other 15.3% study the baccalaureate and

vocational training (FP). The trend in the last
. . . French 29.7%
academic year, unlike the previous year, was —

Spanish 26.8%

marked by a decrease in the number of students

Chart 4.12

at all stages except secondary (+2.4%) and

Source: Ministry of Institutional Relations, Education and Universities.
baccalaureate (+10.6%).

The distribution by type of education shows The number ofstudents rises
hat the A jonal . .
that the Andorran educational system recorded in all the educational systems,

a small increase in the number of students,
of 0.8%, so its percentage of the total school except the French system.

population stayed at around 41.3%. The

increase in the number of students in the Spanish educational system was more pronounced,
for the second consecutive year, by 3.6%, a trend that contrasts with the progressive loss of
importance of this system observed since the beginning of the nineties. So, the Spanish educational
system’s percentage of the total rose to 26.8%, a figure that, despite the increase, contrasts with
the 52.6% it represented in 1991. For its part, the number of students in the French educational
system fell by 2.9%, so its share of the total school population shrank to 29.7%. Finally, note that
the English educational system, which started to operate in the 2018-2019 academic year, has
continued to attract new students, with a 13.5% increase in the last academic year, raising its
share of the total school population to 2.2%.

3.2. University population

According to the higher education statistics prepared by the Department of Statistics from data
from the Ministry of Institutional Relations, Education and Universities, the number of people
registered in higher education in the Principality of Andorra in the 2023-2024 academic year was
3,015, 11.6% more than in the previous year. This increase can largely be explained by the fact
that one of the educational centres increased its offer of qualifications. By gender, there are 1,528
women and 1,487 men.




This year, taking into consideration the students Of the 3’015 students reg,'stered in h,’gher

registered at the pri\/a’Fe un?versities, Universitas education, 75% are at a p”.vate institution.
Europaea IMF and Universitat Carlemany, three

out of every four students registered in higher
education are studying at private institutions (75.4%) and the other 25% at the public university.

The educational fields that concentrate most of the registered students are: Business Administration
and Law (25.7%), Social Sciences, Journalism and Information (20.9%) and Health and Wellbeing
(14.5%), followed by Engineering, Industry and Construction (11.2%), Information and
Communication Technologies (9%) and Natural Sciences, Mathematics and Statistics (8.6%).

By educational level, 93.1% of the students registered in higher education in the 2023-2024
academic year were registered for a bachelor’s degree, 4.5% for a master’s, 1% for a doctorate
and the other 1.4% on a short-cycle education programme.

V Activity and demand

1. Developments in economic activity in 2024

2024 was a year of economic expansion for Andorra, for the fourth consecutive year, with the
growth rate accelerating since the previous year, as it did in many of the western economies, and
exceeding expectations. This more dynamic activity was favoured by a propitious international
environment and progressive cutting of interest rates following containment of inflation rates.

SUMMARY OF INDICATORS OF ACTIVITY AND DEMAND (interannual variation rates, %) ¥
Qo
:
Activity
Establishments (1) 7.4 5.8
Employment (ages 15+) 6.4 3.0
Employees 44 3.0
Industry 2.6 2.8
Construction 4.0 7.7
Services 4.5 2.5
Unemployment (ages 15+) -23.1 -2.4
Job seekers -15.7 -9.3
Number of visitors 11.2 3.0
Electricity consumption (2) -2.8 0.5
Imports 4.1 -04
Demand
Average wage 5.9 54
Car registrations -15.3 -8.4
Industrial vehicle registrations 11.7 -54
Imports of capital goods (3) 2.6 -14.0
Imports of building materials (4) -2.9 -0.8
Credit from banking entities (5) 1.5 5.3
Government operating expenses (6) 10.5 8.3
Government real investment (6) 42.0 10.8

(1) Establishments registered with the Registry of Commerce and Industry that carry out a commercial, industrial or service activity.
(2) Except domestic use, public lighting and other distributors.

(3) Includes chapters 84 and 85 under the Andorran Customs classification.

(4) Includes chapters 25, 68-70, 72-76 and 78-81, under the Andorran Customs classification.

(5) Gross lending to customers.

(6) Settled figures. Includes Central and Comu governments.

Source: own preparation, using data provided by the Department of Statistics, Central and Comu governments, CASS, FEDA and Andorran Banking.
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The rate of economic growth
accelerated in 2024 to 3.4%.

Economic growth in 2024 was reflected in the
upward trend in the main indicators of activity
and demand. In particular, increases were seen in
the number of visitors, number of establishments
and businesses, bank credit, public operating
expenses, energy consumption and imports

TREND IN GDP IN ANDORRA v
Interannual variation rate (%) i
O
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without fuels, although in some cases progress -10 |
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In parallel, the labour market situation continued
to tighten, with a 3% increase in the number © Nominal ® Real
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Source: Department of Statistics.

of unemployed (-2.4%). In terms of employees,
the data also show a favourable trend, with a
3% increase, although this was not as strong
as in the previous year. Moreover, the number
of jobseekers fell 9.3% and immigration permits
rose 3%. Dynamic job creation, together with
wage growth, boosted income from employment
and consequently, more favourable consumer
conditions for residents of Andorra.

The growth in the Gross Domestic Product
(GDP) of Andorra in real terms was 3.4% in
2024, according to advance figures published
by the Government. This figure represents
significant acceleration compared with the 2.6%
growth seen in 2023 and, ignoring the rebound
from the pandemic, is the highest rate recorded

TREND IN ANDORRAN GDP COMPARED @
WITH NEIGHBOURING ECONOMIES 5
Interannual variation rate (%) =
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Source: Eurostat and Department of Statistics.
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since 2016. So, real Andorran GDP came close ReaIAndorran GDProse to C’OSG to
to €3,000 million, a figure that is comparable €3.000 million. similar to the levels
’ ’

with the levels before the financial crisis and . ..
before the financial crisis.

that already exceeds the 2019 (pre-pandemic)
level by 11.7%. In nominal terms, the increase
in GDP for the whole of 2024 was 6.6%, following the strong increases in the period 2021-
2023. As a result, total nominal GDP in 2024 reached €3,732.4 million, driven by the inflationary
pressures that have marked recent years.

By international comparison, Andorran economic growth in 2024 even exceeded that of Spain
(+3.2%), and was much higher than that of France (+1.2%) and the Eurozone as a whole (+0.9%).

In parallel, the Andorran population continued to grow (+2.3%) but at a slower rate than total GDP,
so per capita GDP increased 1% in real terms, to €34,313 (base year 2010), regaining much of the
ground lost in 2023. However, it is still at a similar level to ten years ago.

H In nominal terms, Andorran per capita GDP
Andorran per capita GDP
increased 1% in real terms but is still rose 4.2%, to €42,853, a figure that is definitely

imilar | | higher than years ago (+18% compared with the
at a similar level to ten years ago. pre-pandemic level). This figure is also higher

than per capita GDP in the European Union,
measured in current euros and in purchasing power parity, although Andorra has lost a lot of
ground compared with previous years. Specifically, in 2010, it was 42% higher than the European
average and since then, the percentage has seen a sustained downward trend, hitting rock
bottom in 2022, when per capita GDP was only 7% higher. Since then, the trend has inverted
and the percentage rose to 11% more than the Eurozone average in 2023, the last year of
available data.

2. Developments in activity by sector

The sector that boosted Andorra’s economic growth most significantly in 2024 was construction.
Specifically, the increase in real GVA in this sector was 7.6%, a higher rate than in 2023 (+5.9%)
and continuing a period of nine consecutive years of increases. As a result, its percentage of GVA
rose to 8.9%, four tenths more than in 2023, although still well below the high it represented just
before the property and financial crisis (+13% in 2006).
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Construction leads growth
in the economy.

TREND IN GVA BY SECTORS

Interannual variation rate in real terms (%)

Chart 5.5

35_

Moreover, the services sector showed good 32.2

behaviour over the year, with growth of 2.4% 30

which, combined with its high percentage of 25 |

the economy (85.4%), was a determining factor 20

in the continued phase of expansion. Within

services, dynamism was notable in financial, 154

professional, real estate and technical activities, 10 | 7.6

with growth of 4.2%. In contrast, the progress 5| 34 i 27 24

in activities linked to hotels and catering and o 0.7 0.6 | ‘

tourism was much more modest (+0.5%). Agriculture Industry Construction Services
©® 2023 @ 2024

Industry, for its part, also saw a moderately
-, . . Source: Department of Statistics.
positive trend, while the primary sector was the
most limited of the large sectors. For this reason,

the percentage of total GVA of both activities remained stable, at 0.5% and 5.1%, respectively.

Dynamism in construction was mainly led, yet again, by housing construction, and to a lesser
extent, by the upward trend in public demand, with an increase in public investment of 10.8%.
Note that the cuts in interest rates in 2024 were a clear factor in boosting construction and
the demand for housing. The positive trend in the sector is reflected in the growth in indicators
such as the number of employed (+7.7%), number of establishments (+8.3%) and approved square
metres for building (+12.1%).

The results of the Chamber's surveys also corroborate the good moment in the construction
sector, with a clear bias towards replies that evaluate business favourably. Moreover, contracted

BUSINESSES’ OPINIONS ON ECONOMIC DEVELOPMENTS IN 2024

Results of the situation survey in industry Results of the situation survey in construction

2024 COMPARED WITH 2023 (as % of businesses) 2024 COMPARED WITH 2023 (os % of businesses)

Table 5.2

Andorran economy: general developments | V. Activity and demand

Sales figures Higher 37 Sales figures Higher 27
Same 48 Same 55
Lower 15 Lower 18
Average variation (%) 1.5 Average variation (%) 1.0
Volume of investment Higher 19 Volume of investment Higher 26
Same 74 Same 72
Lower 6 Lower 2
Average variation (%) 3.6 Average variation (%) 7.5
PROSPECTS FOR 2025 (os % of businesses) PROSPECTS FOR 2025 (as % of businesses)
Trend in sales figures Upward 21 Trend in sales figures Upward 21
Stable 69 Stable 70
Downward 10 Downward 9
Trend in volume of Upward 20 Trend in volume of Upward 15
investment Stable 67 investment Stable 71
Downward 14 Downward 14

Source: Chamber of Commerce, Industry and Services of Andorra.
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Results of the situation survey in the services sector
Commerce, Leisure
(vehicles, Hotels Financial Real Professional & activities
2024 COMPARED WITH 2023 Total wholesale &  (accomm. Transport Information activities & estate administrative Education & other
(OS % of businesses) Services retail) &catering) &storoge  &comms. insurance activities activities & health  services
Sales figures  Higher 34 32 43 35 26 63 43 32 34 29
Same 48 46 40 29 50 19 49 54 60 62
Lower 18 23 17 35 24 19 9 14 6 9
Average variation (%) 34 1.3 25 -1.0 -2.4 5.8 8.8 7.8 6.5 3.6
Volume of Higher 21 23 30 36 15 15 21 18 23 12
investment  Same 72 71 55 50 78 77 76 78 66 77
Lower 7 5 15 14 7 8 3 4 11 12
Average variation (%) 4.0 3.8 3.6 21 2.2 8.1 5.6 5.4 4.2 1.8
PROSPECTS FOR 2025
(as % of businesses)
Trend in Upward 37 37 38 41 34 63 26 34 47 32
sales figures  Stable 54 53 58 41 54 25 71 56 44 66
Downward 9 10 9 18 11 13 8 10 8 2
Trend in Upward 23 25 23 25 16 20 20 24 26 19
yolume of Stable 65 63 63 56 72 73 71 64 61 72
investment  Downward 12 12 14 19 12 7 9 13 13 9
Source: Chamber of Commerce, Industry and Services of Andorra.
(=)
works followed a positive trend, spurred on by housing construction especially. The surveys also )

indicate an increase in sales figures (+1%), although more modest than the previous year, and a
major investment effort (+7.5%).

In relation to industry and manufacturing, the ,ndustry also showed positive

Ttrend in 2024 was positive, with a.n increase behaviour in 2024.
in real GVA of 3.4%, although this was not

as spectacular as the 32.2% upswing seen in

2023 (note that this figure has been revised significantly from the one published a year ago, and
that the energy crisis and consequent major oscillations in energy prices had a notable impact on
the 2022 and 2023 trend). The moderately favourable behaviour of industrial activity in 2024 was
also reflected in the increase in the number of employees in the sector (+2.8%).

Equally, businesses’ replies to the Chamber’s surveys show an optimistic evaluation of business
and indicate a moderate increase in production levels and sales. Moreover, industrial companies
have indicated a rise in turnover (+1.5%) and the investment rate (+3.6%) - although in both cases,
these were smaller than in the previous year.

As for services, 2024 continued the path of moderate expansion, with real GVA growth of
2.4%, three tenths less than in the previous year. This progress was accompanied by a 2.5%
increase in the number of employees, leading to a new historic record for employees in the sector.
The Chamber’s surveys also indicate a positive trend in services as a whole, with a favourable
evaluation of business and an increase in sales and investment (which businesses have estimated
at 3.4% and 4%, respectively).

By subsectors, the trend in activities classified within the section “Commerce, hotels and catering,
transport, information and communications” rose slightly, with growth of only 0.5%, the lowest
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Results of the situation survey in retail trade

Table 5.4

Andorran economy: general developments | V. Activity and demand

2024 COMPARED WITH 2023 Total retail Clothing & Household Hygiene IT& Vehicles & Other Large
(as % of businesses) trade Food footwear equipment & health electronics accessories commerce retailers
Sales figures Higher 31 31 21 30 38 40 23 37 0
Same 45 54 38 52 25 40 54 43 50
Lower 24 15 42 17 38 20 23 20 50
Average variation (%) 1.0 1.8 -29 2.6 1.5 8.3 -0.9 -0.2 -2.0
}/olume of Higher 22 8 29 8 50 25 15 26 38
IS il Same 72 92 67 83 50 70 81 65 67
Lower 5 0 4 8 0 5 4 9 0
Average variation (%) 3.7 1.1 5.6 -3.6 214 5.9 3.0 0.0 26.0
PROSPECTS FOR 2025
(as % of businesses)
Trend in sales Upward 32 26 33 20 47 26 37 35 50
e Stable 55 63 54 72 47 63 44 50 50
Downward 12 11 13 8 7 11 19 15 0
Trgnd in volume Upward 22 22 9 17 24 26 19 30 25
ofinvestment g pje 64 70 70 74 65 63 69 52 75
Downward 14 7 22 9 12 11 12 19 0

Source: Chamber of Commerce, Industry and Services of Andorra.

in the last decade if we exclude the Covid year Tourism continues to deve’op well,

(2020). ConsequentlY, its percentage of total with 9.6 million visitors.
GVA fell to 28%, moving away from the values

of well over 34% that it reached in 2002-20083.

The slower growth in this subsector can largely be explained by the modest increase in the number
of visitors to the country, by 3%, compared with the strong increase seen in 2023 (+11.2%).
However, if we look at the number of visitors, 9.6 million this year - the highest figure since 2008
- this can be considered a very positive level, and at this level it is normal that the capacity for
growth in volume is more limited. In parallel, the supply of beds fell 1.1%, despite the increasing
demand from tourism, and growth in the number of employees in hotels and catering slowed,

rising by 1.8%, compared with 4.3% the year before.

The Chamber’s surveys also show signs of a loss of momentum in the expansion in tourism,
reflecting a slowdown in year-on-year turnover growth to 1.2% in the segment of accommodation
services. Equally, the investment effort has

The trend ,'n commerce was dropped off, with an increase of 3.6%, much
moderately positive in 2024 lower than the rates in the previous two years.

In the case of commerce, activity showed a
positive but modest trend. Specifically, moderate increases were seen in the number of
establishments, number of employees and imports without fuels, with smaller increases than
in 2023. Moreover, according to the Chamber’s surveys, the increase in sales was small (+1.3%),
while the growth in investment was more notable (+3.8%).

Within services, the branch that showed the best trend in 2024 was financial, real estate,
professional and technical activities, with an estimated increase in GVA of 4.2%, continuing
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technical activities are the branch of DEVELOPMENTS IN 2024

services with the best trend in 2024.

Table 5.5

Results of the situation survey in accommodation services

the phase of expansion this branch has been 2024 COMPARED WITH 2023 (as % of businesses)
experiencing since 2021. Remember that this

. . . . Sales figures Higher 41

branch of services is the most important in the Same 45
economy, representing 38.1% of total GVA. Lower 14
Average variation (%) 1.2

The trend in the banking sector in 2024 was Vilhime e ivesimnant Higher 2
again favourable, with 7.3% growth in aggregate Same 60
profits of the sector. This was accompanied by L8 — Lo
Average variation (%) 3.6

a rise in consolidated gross lending (+5.3%) and
also an increase in deposits (+16.9%), in both PROSPECTS FOR 2025 (as % of businesses)

cases greater than in the previous year. Trend in sales figures Upward 41
Stable 50
These results were favoured by economic Downward ?
growth and by interest rates that remained Trend in volume of Upward 28
at fairly high levels for much of the year. nvestment Stable 57
Downward 15

Altogether, this put the return on equity (ROE)
of the banking sector in 2024 at 11.1%, higher
than the 10.8% of the previous year. Equally,

Source: Chamber of Commerce, Industry and Services of Andorra.

the default ratio continued to fall, to reach 7

1.8%, with levels of solvency (16.8% CET1 The proﬁtability Of the Andorran ‘@

hase-in) and liquidity (278.2% LCR) above th : : .
phase-in) and liquidity { Jabovethe 1 | anking sector continues to improve.
average of European banks.

The improvement in results was accompanied by an increase in the number of employees (+8.2%)
and an end to the decline in the numbers of branches, according to data provided by Andorran
Banking. This confirms that the banks have already digested and finalised the complex process of
mergers between entities that marked recent years. Moreover, within the Andorran financial sector
as a whole, the tendency of recent years for a decline in the number of employees came to an end,
with an increase of 1.1%, after the lowest figure in more than a decade was reached in 2023. Note
that the average monthly wage rose 3.5%, after the fall in 2023, despite the inflationary context.

To complete the sectoral analysis, the primary sector - which only contributes 0.5% of total GVA
- saw modest growth in 2024, of 0.6%, one tenth lower than the revised 2023 rate. Among the
main indicators of activity, note the reductions in the tobacco harvest (-10.6%), utilised agricultural
area (-0.3%), the number of livestock establishments (-3.9%) and the number of employees (-1.2%).
On the positive side, only the increase in the numbers of livestock was notable (+5.3%).

3. Developments in demand by components

The continued economic expansion of Andorra in 2024 was also reflected in the data about
demand, with an upward trend in most available indicators. Consumption was boosted by the
increase in the number of employees and in nominal wages, while containment of inflation enabled
a significant improvement in consumers’ purchasing power.

As for investment, the available indicators show contradictions. On the one hand, there were
fewer registrations of lorries and vans (-5.4%) and capital goods imports (-14%), contrasting with
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Business investment grew TRENDS IN INVESTMENT BY SECTORS 2
. . inti [¢) h =
in all the main sectors. Interannual variation rate (%) B
30
the increases in 2023. On the other hand, the 20 -
Chamber’s surveys relating to 2024 reflect 10 |
increases in investment in all the main sectors of ol
the economy, especially strong in construction.
This makes sense within a context of accelerated 109
growth and improved financial conditions, B
thanks to cuts in interest rates. -30 4
4
As for the public sector, government actions as % % § % % % § é % % % % é % § %

a whole were characterised by increases in

® Industry @ Construction ® Retail @ Accommodation

operating costs (+8.3%) and real investment trade  services

(+10.8%), although these were smaller than Note: From 2024, a change of methodology has been applied to the surveys.

in 2023. In parallel, tax revenue continued to

Consequently, the data about construction and accommodation services are
not directly comparable with previous years, because there have been changes

grow, ena bling budget SUFp|US€S at the end of in the subsectors included in the sample. In the case of construction, the survey
’ . sample has been expanded by including the activities 41.1 Property development
2024 in both the central government (1.2% and 43. Specialised construction activities, according to the CAEA-2019. As for

accommodation services, as well as the hotel sector, the other types of tourist

of GDP) and Comu governments (0.8% of GDP), accommodation have also been included.

higher than in the previous year. Altogether,
this led to 1.5% growth in GVA in 2024 in the
subsector of public administration, education,

health, social and personal services, double the The trade deﬁc,‘t increased fOl‘
growth in 2023. the fourth consecutive year.

Source: Chamber of Commerce, Industry and Services of Andorra.

Finally, analysis of the indicators for the foreign

sector show that, in 2024, imports shrank slightly by 0.4% year on year, after the 4.1% increase
in 2023, although if fuels are excluded, the variation was slightly positive (+1%). This trend is
largely influenced by price containment after the major inflationary pressures of the previous
year. In parallel, exports saw a major decline for the second consecutive year, by 17.3%, although
this figure is distorted by the performance of the chapter of works of art and antiques; if this
branch is excluded, the growth in foreign sales was 1.2%. All this led to an increase in the trade
deficit for the fourth consecutive year, by 2.1%, and in the traditionally negative contribution from
the trade balance to Andorran GDP.

Now, the most relevant contribution from the foreign sector to the Andorran economy is the
revenue from tourism services - the most important source of revenue for this country - which
continued to grow in 2024 and enabled the economy to obtain a positive current account balance.

. Prospects

For 2025, the prospects point to continuation of the cycle of expansion in the Andorran economy
but at a slower pace, more in line with its potential, within a context that is greatly influenced by
high uncertainty and global geopolitical instability. Growth could also be limited by the progressive
tightening of national resources, such as workforce availability, the lack of affordable housing and
the capacity of infrastructure to absorb further increases in visitors.

Among the factors that will support economic growth are the continued favourable financial
conditions, with contained interest rates; the still positive levels of business confidence; the
improvement in income from employment as a driver of domestic consumption, and the relatively
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Andorran GDP continues to show
a sustained positive trend in the
first quarter of 2025.

favourable growth forecasts for neighbouring
economies, especially Spain. In contrast,
the main sources of risk come from outside,
especially from intensification of the restrictive
trade policies - in the form of tariffs or other
protectionist measures - which could upset
the international markets and push prices up
and European and world growth down. In this
respect, Standard & Poor’s rating agency has
indicated in its latest report in May 2025 that
the trade tensions between the USA and the
EU could indirectly affect Andorra through its
connections to Spain and France.

Also note that Andorra is in a relatively
sheltered position regarding the new scenario
of uncertainty around the tariff oscillations and
the US Administration’s new stance, and the
impacts on the Andorran economy do not, for
now, appear to be significant beyond a slight
slowdown in expected growth.

In this respect, GDP data for the first quarter
of 2025 show a sustained positive trend in the

economy, with growth of 2.6% year on year in real terms (according to the first published estimate,

still subject to review), only one tenth below the growth registered in the last quarter of 2024.

By sectors, construction is clearly still the most dynamic (+8%), with growth accelerating since

the previous quarter. Services are still the main driver of the Andorran economy (+2.8%), with

practically the same rate as in the second half of 2024. Agriculture grew more modestly (+2%)

but accelerated in relation to previous quarters. In contrast, industry saw GVA shrink in the first

quarter of 2025, by -2.3% year on year, which had not happened since the last quarter of 2022

(more than two years earlier).

Within services, the subsector of financial, real
estate, professional and technical services saw
the greatest growth in GVA (+5%), although
this was slightly slower than in the last quarter
of 2024. This is followed by the branch of
public administration, education, health, social
and personal services (+1.5%), where growth
also slowed slightly, while the subsector of
commerce, hotels and catering, transport,
information and communications advanced
the least (+0.8%), but more than in the
previous quarter.

The continuation of the cycle of expansion in
Andorra can be seen in the trend in various
indicators of activity available for the first
few months of 2025, such as the number
of employees (+2.4% in the period January-

QUARTERLY TREND IN ANDORRAN
GVA BY SECTORS

Interannual variation rate (%)
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Box S.1

BUSINESS SURVEY ON THE ASSOCIATION AGREEMENT WITH THE EUROPEAN UNION

For more than three decades, Andorra has been
gradually building a framework for relations with the
European Union (EU). This process began in 1990
on signing the Customs Agreement and has been
subsequently extended through a number of sectoral
agreements on specific matters, increasing solid
bilateral cooperation in key fields for the economic
and social progress of Andorra.

The most recent stage of this path ended with the
closure of negotiations on the Association Agreement,
on 12 December 2023, representing a turning point
and change of model for relations between Andorra and
the European Union. The scope of this new approach
to the EU is very broad - both in relation to adopting
community regulations and access to internal market
mechanisms - and implies major impacts on the lives
of citizens and operation of business activity.

In order to improve our understanding and encourage
a debate based on objective, rigorous data, the
Chamber of Commerce has prepared a detailed
study to evaluate the current position of Andorran
businesses regarding this Agreement.

The study is based on fieldwork carried out in
January and February 2025, through a survey on a
representative sample of 862 Andorran businesses
in the sectors of industry, construction and services.
It has a margin of error of 3.19% and a confidence
level of 95%, which guarantees the statistical
soundness and reliability of the results.

Below is a summary of the most notable conclusions
taken from analysis of the data collected:

— 31.6% of the businesses state that they still
do not have enough knowledge to be able to
give an informed opinion on the benefits of the
Agreement, while 42.6% do not believe that
the Agreement would provide any direct benefit
to their business. In contrast, businesses that have
identified potential benefits from the Agreement
are 25.8% of the total.

— Among the main advantages most indicated are
notably ease of access to the European common
market (mentioned by 16.3% of those surveyed),
specifically the opportunity to participate in a
large economic area under similar conditions to
EU member state businesses. This is followed

by harmonised regulations and improved legal
certainty (10.3%), a factor that would provide a
stable and predictable legal framework for the
business environment. Next, another of the most
notable benefits is greater access to a qualified
workforce within the European Union - mentioned
by 10.1% of those surveyed, which could help to
cover special staffing needs and bring new skills
to the Andorran labour market.

38.1% of those surveyed indicate the increase in
regulation and bureaucracy as one of the main
risks. This perception highlights the concern about
increased formal requirements, administrative
procedures or new legal obligations that could
arise from adoption of the acquis. In parallel,
with an almost identical percentage, 37% of
businesses also appear concerned about the
costs associated with adaptation to the European
regulations, especially regarding the investment
and expenditure that would be necessary to meet
the new requirements and align with European
standards. On the other hand, 30.5% of the
businesses see increased foreign competition as a
potential threat. Another concern is loss of control
over certain economic decisions, indicated by
29.4% of businesses.

50.6% of the surveyed businesses consider that
the Agreement would have no impact on their
ability to compete on a European scale. On the
other hand, one of every three businesses (33.4%)
state that the Agreement could undermine their
competitiveness, whether moderately (17.4%)
or significantly (16.0%). Note that a smaller but
still significant proportion of businesses, 16.1%
of the total, believe in a positive effect on their
competitiveness. The largest businesses are those
that anticipate greater competitive advantages,
while the small ones tend not to see any relevant
changes in this respect.

One of every four businesses (25.5%) think that
the Association Agreement with the EU could
strengthen Andorra’s international image in the
business field.

14.7% of businesses consider that the Agreement
could have a favourable impact on their activity,
and see potential advantages in the new framework
of relations with the European Union. In contrast,




one third of businesses (32%) anticipate an The details of the Agreement can be found on the
unfavourable effect - the highest percentage  website https://andorraue.ad/ca/acord-d-associacio/.
among the response options, while 24.5% take a

neutral or indifferent stance.

April), imports (+4.9% in the first half) and | The upward growth in indicators such as
istrations (also +4.9% in the first half), | .

car registrations (also +4.9% in the first half). | o ts and employees in the first few

same periods of the previous year. In parallel, months Of2025 point to continuation

electricity demand continues to grow (+2.3% of the cycle of expansion in Andorra.
accumulated until June) and the number of

which are growing more than they did in the

jobseekers has continued to fall strongly in the first six months of the year (-24.4%). The only
figure that has dropped off is the number of visitors, declining 5.5% year on year until June,
although a breakdown shows that the decline is mainly in same-day visitors, which are the group
that does not overnight and spends relatively less. In contrast, tourists have grown 5% year on
year until June. So, activity in terms of overnight stays saw a positive trend (+2.5% until June).

Moreover, the trend in neighbouring countries, especially Spain, will be a supporting factor for
the Andorran economy, as in recent years. So, Spain is again among the European countries
with the most favourable outlooks for 2025 (the IMF has calculated an increase in GDP of 2.5%),
while the boost from France will be more limited, considering the estimates of low economic
growth currently assigned to that country (+0.6%, according to the IMF).

In this context, the official forecasts of the Department of Statistics published in June show
Andorran real GDP growth for 2025 of 2.5%, lower than in 2024 but the same as predicted for
Spain, with the inflation rate reaching more moderate levels than now (1.9% in December). The
Department of Statistics’ prognosis for GDP growth is higher than the one published by the IMF in
April, when it indicated growth potentially slowing to 1.9% in 2025.

In fact, the forecast is that Andorra will continue to grow in 2025 but at a slower rate than in 2024,
with no major imbalances and sound bases. The risks of a downturn in this scenario are mainly
related to the uncertainty about geopolitical events and their possible impact on the European
economy and knock-on effect on Andorra.

SUMMARY OF FORECASTS FOR THE ANDORRAN ECONOMY 2025-2026

Interannual variation rate (%)

GDP GVA TOTAL NUMBER OF | INTERNATIONAL GOODS CONSUMER PRICE
WAGE BILL]} EMPLOYEES TRADE (NOMINAL) INDEX

Table 5.6

Year Nominal Real Nominal Real Nominal Imports Exports December Annual average
2025 4.8 2.5 4.6 2.3 5.0 2.3 4.6 4.8 1.9 2.0
2026 3.9 1.6 3.9 1.5 ‘ 4.3 1.9 2.5 4.7 1.6 1.8

Source: Department of Statistics.
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\VAW Pricesordcosts

1. Consumer prices

2024 saw a continuation of the moderating trend in inflation that had started in Andorra in 2023.
So, at the start of the year, the rate was 4.4%, but then it fell progressively to reach a yearly low
of 1.7% in September, abandoning for good the inflationary impact caused by the outbreak of the
armed conflict in Ukraine in 2022.

Subsequently, inflation rebounded moderately to end the year at 2.6%, a level that can be deemed
reasonable given the upward phase of growth that characterised the performance of the Andorran
economy in 2024. Price containment over the

year was in line with neighbouring economies Andorran ,'nﬂaﬁon returned

and encouraged the monetary authorities to to moderate levels in 2024
introduce cuts in the official interest rates. ’

ANDORRAN CONSUMER PRICE INDEX - Interannual variation rate (%)

o
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JFMAMJ JIASONDJ FMAMJ JIASONDJFMAMJ JIASOND J FMAMJ JIASOND J FMAMJ JIASOND
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® General index ® Underlying index

Source: Department of Statistics.

On an international scale, and contrasting with the previous year, the rise in prices in Andorra was
lower than in Spain (+2.8%), the source of most consumer goods. On the other hand, it remained
higher than in France (+1.8%) and the Eurozone (+2.4% harmonised inflation at the end of the year).

Among the components that saw the most notable price rises were those most linked to
consumption by foreign visitors, such as beverages and tobacco (6.7%), leisure and culture (5.8%)
and the segment of hotels and catering (4.5%). Also notable were the increases in other essential

goods and services, such as health (4.7%) and

Fa”,‘ng energy prices enabled housing (4.1%). The other components saw
containment Of inﬂationary growth in line with or lower than the average;

. communications was the only one to see a
pressures in 2024.

moderate reduction in prices (-0.4%).

The behaviour of energy prices was key to continued containment of inflation. So, the trend
by special groups shows a fall in the energy component (-0.6%), added to the decrease seen in
the previous year. Another contributory factor was the contained behaviour of prices of fresh

Chart 6.1



produce (+0.3%), other foodstuffs (+1.5%), and CONSUMER PRICE INDEX. DECEMBER 2024

to a lesser extent, services (+1.8%). Altogether,

Chart 6.2

(oase year 2021) Interannual variation rate (%)

this left underlying inflation (which excludes

energy and foodstuffs and measures the trend 81
in core prices) at 3.2% at the end of 2024, 74 6.7
higher than general inflation but clearly below 6
the rate recorded a year before (+5.5%). In 5
comparison with the neighbouring economies, 44
underlying inflation in Andorra at the end of 3

2024 was higher than the harmonised rate for 2 |
the whole of the Eurozone (+2.7%), and also 1]
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European Central Bank throughout the first
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. Source: Department of Statistics.
half of 2025 were a factor driving demand and R DA O SR

cannot, therefore, be counted on this year to
help contain inflation in Andorra. Moreover, trade tensions caused by rising US tariffs could be
another source of inflationary pressures throughout 2025.

2. Wages

In 2024, wages in Andorra showed great dynamism, with growth clearly higher than in prices, for
the second consecutive year. Specifically, the average wage increased 5.4%, compared with 5.9%
in 2023, to reach the figure of €2,575. This was more than double the increase in general inflation
(+2.6%), so between 2023-2024 all the purchasing power that wages had lost in 2021-2022 was
recovered. In this respect, note that in February 2024, Law 2/2024, of 1st February, on urgent
measures to improve citizens’ purchasing power, was passed to regulate special wage rises to be
applied throughout the country in 2024, following the same model that had been introduced in
2023 (see box).

Moreover, data from the Workforce Survey

AVERAGE WAGES AND INFLATION 3 reflect a wage dynamic that is much stronger
Interannual variation rate (%) é than the one shown by CASS data, with an
o increase in the average monthly wage of
employees of 12.2%, added to the strong
6 increase (+10.8%) in 2023. Accordingly, the
4 achieved wage level according to this source
, (€2,764 gross) ended up higher than the average
wage according to the CASS, whereas last year
0 ~/ both sources indicated very similar levels.
7
According to the Workforce Survey, in 2024,

2015 " 2016 ' 2017 12018 ' 2019 ' 2020 ' 2021 ' 2022 ' 2023 2024 | about 23% of private sector employees earned
more than €2,944 gross, a percentage that
rises to 56.8% in the case of the public and
semi-public sector. On the other hand, this

® Inflation ~ ® Average wages

Source: CASS (Andorran Social Security System) / Department of Statistics.
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Box 6.1

LAW 2/2024, OF 1 FEBRUARY, ON URGENT MEASURES TO IMPROVE

CITIZENS’ PURCHASING POWER

In recent years, in response to the economic impacts
of various international events (Covid, war in Ukraine,
energy crisis, etc.), the General Council has approved
successive legal instruments related to guaranteeing
citizens’ purchasing power and access to housing.
Among these, we would mention: Law 15/2020, of
26 November, on urgent measures on urban leases
and improving purchasing power; Law 30/2021,
of 11 November, on measures to protect and ease
the housing rental market, essential conditions for
affordable housing and improvement of purchasing
power; Law 17/2022, of 9 June, on measures to
improve citizens' purchasing power, and Law 6/2023,
of 19 January, on urgent measures to improve citizens’
purchasing power and on housing rentals.

Along this line, further actions were approved in
2024, contained in Law 2/2024, of 1st February,
on urgent measures to improve citizens’ purchasing
power, with the object of helping to restore the
equity of employees with below-average wages in
the Principality, who have been affected by rising
prices. This Law also considers in its precepts the
viability needed to enable the business network to
survive, especially small and medium businesses,

situation is inverted in the case of the lowest
wages (below €1,784), of which more are in
the private sector (35.2% of the total) than
in the public sector (10.1%). The Survey also
shows that the average wages of employees

for whom an increased wage bill could have a
greater impact.

Specifically, the Law establishes a revaluation of the
wages of employees receiving a fixed gross wage
which, on annual calculation and for the legal ordinary
working hours (before 1st January 2024), is equal to
or lower than the average wage. This revaluation is
applied generally and according to inflation, to prevent
employees earning under the average wage losing
purchasing power. Over this threshold, the businesses
and workers are at liberty to agree specific rises.

As for the minimum wage, the Government has already
adopted the appropriate measures to raise it by 7% in
2024, leaning towards the targets set by the European
Social Charter. However, a special provision is included
to ensure that employees who received pay close to
the 2024 interprofessional minimum wage before 1st
January 2024 would also benefit from the 4.6% rise set
by the Law. Equally, to prevent an adverse effect on
pay that is over the average wage and below the wage
resulting from revaluation, a revaluation is planned of
wages straddling the said threshold, so they equal the
revalued average wage.

Between 2023-2024, wages recovered
all the purchasing power they had lost

in 2021-2022.

increase with age to reach a maximum in the 55-64 age bracket. These pay differences according
to age can largely be explained by a higher proportion of permanent contracts and seniority
in the workplace, the older the population. On the other hand, the lower wages among young
people reflect a higher incidence of part-time work, seasonal contracts and less time in the job.

In the case of the interprofessional minimum wage, the increase applied in 2024 was 7%, in
line with the increases effected in the previous two years. Also note that this is higher than the
increase in the average wage for the sixth consecutive year. As a result, the minimum hourly wage
rose to €7.94 (for workers aged 18 and over), the equivalent of €1,376.27 per month for a 40-hour
week. Following the recommendations of the European Committee of Social Rights, the increases
of the last few years meet the commitment for the minimum wage to be half of the average wage
- which, as said, is close to €2,600. This goal was achieved for the first time in 2020. Also note
that the minimum wage, calculated annually, reached the figure of €16,515.24, which is within the




Box 6.2
THE COST OF LIVING IN ANDORRA

The General Council, in its session on 1st February
2024, and within the framework of the Law on
urgent measures to improve citizens’ purchasing
power, decided to update the study on the cost of
living in Andorra, prepared in 2018, due to interest
in protecting citizens’ purchasing power to ensure
decent living standards.

The aim of the study is to determine the “adequate”
income for a household of one adult, from which,
using the equivalence scales of the Organisation for
Economic Co-operation and Development (OECD),
the “adequate” income for any kind of household can
be calculated, according to its composition. To achieve
this objective, various information sources have been
used that have enabled alternative approaches to be
adopted to calculate the “adequate” income, following
the usual practices in socioeconomic literature, and
allowing for a detailed view of the living conditions
and spending structure of households in Andorra,
with special attention to housing costs.

Firstly, using the Living Conditions Survey, as well as
a first analysis of inequality, an estimate of “adequate”
income is made, based on the threshold for the at-
risk-of-poverty rate, while analysing the hardships
experienced by households in comparison with the
information about social benefits recipients provided
by the Social Benefits Recipients Survey.

The minimum interprofessional
wage is still higher than in Spain,
thanks to annual increases of around
7% in the last three years.

Secondly, through the data from the Family Budget
Survey (FBS), household expenditure is analysed to
define the adequate income for a household of one
adult, based on the expenditure required for a “decent”
living standard, while estimating income elasticities of
the goods-services consumed by households.

The third approach is carried out by calculating the
cost of a food basket proposed by the UN Food and
Agriculture Organisation (FAQO), from prices gathered
by the CPI and translating the value obtained to other
groups of goods using the expenditure proportions
obtained through the FBS.

Finally, the housing situation in the Principality is
analysed and the disposable income per person
estimated, fundamental elements for understanding
the quality of life and socioeconomic conditions of the
population.

In conclusion, the four methodological approaches
adopted in the study on the real cost of living in the
Principal indicate, consistently, an adequate annual
income of between €16,100 and €18,700 for a
household of one adult, including the costs of housing
rental (the reference data used are from 2023).

€16,100 - €18,700 range estimated to be the
appropriate annual income for a household of
one adult, including the cost of housing rental
(see the box “The cost of living in Andorra”).

Moreover, the rise in 2024 enabled the minimum

wage to remain above that of Spain where, after the increase applied in 2024, it reached €1,134
per month, with 14 monthly payments, for a 40-day week (the equivalent of €1,323 per month in

12 monthly payments). This, together with lower income tax, continues to play in Andorra’s favour

when competing to attract workers from the neighbouring country to work in the Principality.

A breakdown by sector shows that the trend in wages in 2024 was upwards overall in all sectors,

without exception. The most notable increases were in the primary sector (+15.8%), production
and distribution of electricity, gas and water (+7.6%) and public administration (+7.2%). At the
other extreme, the smallest increases were in extraterritorial bodies (+1.1%), the financial sector

(+3.5%) and commerce (3.7%).

Andorran economy: general developments | VI. Prices and costs
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AVERAGE WAGES BY SECTORS (euros)

Table 6.1

% variation Average index

2024 2024/2023 in Andorra =100

Agriculture, livestock, hunting and forestry 2,102.45 15.8 81.6
Manufacturing industries (including extraction) 2,637.83 45 1024
Production and distribution of electricity, gas and water 4,177.65 7.6 162.2
Construction 2,747.36 6.7 106.7
Commerce and motor vehicle repairs (etc.) 2,214.74 3.7 86.0
Hotels and catering 1,936.17 5.0 75.2
Transport, storage and communications 2,799.48 4.4 108.7
Financial system 5,124.05 3.5 199.0
Real estate & rental activities; business services 2,463.79 5.7 95.7
Public administration, defence & compulsory social security 3,269.49 7.2 127.0
Education 2,671.30 4.9 103.7
Health & veterinary activities, social services 2,807.06 5.1 109.0
Other social activities & community services, personal services 2,264.94 5.7 88.0
Households employing domestic staff 1,811.52 6.1 70.3
Extraterritorial bodies 2,974.38 1.1 115.5
Domestic work for the community 1,680.65 4.3 65.3
Average 2,575.15 L 54 100 )

Source: CASS (Andorran Social Security System) / Department of Statistics.

Consequently, the differences between sectors shrank in 2024, for the second consecutive
year. So, the highest wage is 3 times higher than the lowest wage (in the period 2019-2022 it
was 3.4). Specifically, the highest wages can historically be found in the financial sector, where
they are twice the average. This contrasts with domestic work for the community which, with
wages 35% below the average, is the sector with the lowest pay. The second sector in the wage
ranks is production and distribution of electricity, gas and water, with wages 62% above the
average, followed by public administration (27% more) and extraterritorial bodies (16% above the
average). Among the branches with below-average wages, note that the percentages worsened
slightly in commerce and hotels and catering, which employ a large proportion of workers (33.4%
of total employees), with wages 14% and 25% below the average, respectively.

WAGE QUOTIENT MEN/WOMEN BY SECTORS. 2024 5
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Source: CASS (Andorran Social Security System) / Department of Statistics.




To complete the analysis, by considering the The gender pay gap narrowed in 2024

breakdown of wages by gender, the average but is still signiﬁcant in most sectors
wage of women, according to CASS data, has

risen more than that of men in 2024, so the

latter is now 23.9% higher (€2,837 vs €2,290), compared with the 25.3% advantage in the previous
year. This is a structural circumstance in all sectors, with the sole exception of extraterritorial
bodies, where women'’s wages exceed those of men, although this branch is insignificant within
Andorran employment.

The widest gaps are still found in the financial sector, where the average wage of men is 61%
higher than for women; in real estate activities and business services, where itis 37% higher, and in
other social activities and community services (+36%). These figures highlight the fact that mostly
men occupy the higher-ranking jobs in these sectors. On the other hand, the narrowest gaps are
in education, households employing domestic staff, hotels and catering and public administration,
where men'’s average wages are 6%-10% higher than women'’s.

The gender pay gap is also reflected in the Workforce Survey, which indicates that women
employees earn an average of €2,306 gross per month, whereas men earn €3,224 gross. This
figure represents a pay gap of 39.8% higher wages for men than women, which has widened
significantly in comparison with 2023 (33.7%) and is much wider than shown in the CASS data.
One of the main reasons for these inequalities is that there are more women than men working
part-time and in lower-paid sectors.

\V/|§ roreionsector

1. Foreign trade flows

2024 was marked by a decline in both exports Exports (excluding works of art) grow
and imports stated in current euros, although 1.2% and reach a new historic h,‘gh’

exports were greatly affected by falling sales of o e
° sreatly atiectec by 1aTne while imports fall 0.7%.
works of art and antiquities. If we remove these

products from the trade flows, exports grew

and reached a new historic high, while imports FOREIGN TRADE N
continue to see a slight decline. Note that, Interannual variation rate (%) “é
due to falling inflation, the prices of imports in 0
December 2024 saw a year-on-year positive 30 |
variation of 2.5%, and exports 11.4%, according o
to the statistics from the foreign trade unit 10
value index.
0|
Specifically, total Andorran imports of goods 104
reached €1,838.5 million in 2024, a figure 01
that represents a 0.4% decrease against the 5014 2015 2016 2017 2018 2019 2020° 2021 2020° 2005 2004°
previous year. For their part, total exports ® Imports ® Exports
reached €195.5 million, representing a negative
variation of 17.3% in relation to 2023. Now, if (*) Excluding the entry for works of art and antiques because of the unusual,

X , erratic variations that distort the global result.
we ignore chapter 97 (works of art, collector’s

. . . . . Source: Department of Tax and Frontiers.
items and antiques), which saw a major decline
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TRADE DEFICIT - Millions of euros
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2013 | 2014 2015 | 2016 2017 | 2018 2019 2020 2021 | 2022*  2023*  2024*
® Imports ® Exports ® Deficit

(*) Excluding the entry for works of art and antiques because of the unusual, erratic variations that distort the global result.

Source: Department of Tax and Frontiers and own preparation.

this year, cumulative exports over 2024 increased 1.2% in comparison with 2023. If we exclude
chapter 97, the coverage rate (exports/imports) reached 10.5%, two tenths higher than in the
previous year.

The Andorran economy traditionally sees a much The trade deﬁcit falls 0.9%

higher volume of imports than exports. This .
circumstance can be explained by the fact that (eXCIUd'ng works Of art)'

the Andorran economy has a high trade deficit,

due to the significant demand for imported consumer goods (both domestically and for tourism) and
investment, which easily exceeds the value of Andorran exports. In 2024, the trade deficit reached
€1,642.9 million but, if we exclude the chapter of works of art and antiques, this falls to €1,635.3
million, 0.9% lower than the same concept in the previous year.

The described trend in trade flows led to a decrease in the trade openness ratio (trade-to-GDP-
ratio, the combined value of goods exports and imports expressed as a percentage of GDP), as
foreign trade flows increased less than nominal GDP (+6.6%). In 2024, the trade openness ratio
reached 54.1%, excluding works of art and
antiques, a lower percentage than the 58.0%

TRADE OPENNESS (% of GDP)

recorded for the same concept in 2023.

Both imports and exports are still
highly concentrated in a few sectors. 60

60.3

55 |
From a sectoral point of view, the degree of

concentration of Andorran imports remained 50
high in 2024. On the one hand, the four sectoral

Chart 7.2

Chart 7.3

L . 45 |
groups that are historically most significant
in imports (transport material, food products, 4
products of the chemical industries and 20122013 2014 2015 2016 2017 2018 2019 2020 20212022"2023"2024"

machinery and electrical equipment) represent
Y auip ) P (*) Excluding the entry for works of art and antiques because of the unusual,

53.9% of the total, demonstrating the high erratic variations that distort the global result.

concentration of imports. On the other hand, Source: Department of Tax and Frontiers and own preparation.

exports are mainly concentrated in three sectors




(machinery and electrical equipment, transport material, and optical, photographic and precision
apparatus) which together represented 66.6% of the total in 2024.

Note that part of the Andorran imports are subsequently re-exported. In fact, looking at the top
ten import and export chapters, there are four matches: motor vehicles, machinery and electrical
equipment, mechanical apparatus and articles of apparel and clothing accessories not knitted
or crocheted. This overlap is considered to be indicative of so-called “intra-industry trade” or
“bidirectional trade” (one country is both exporter and importer of the same types of product), in
which the added value generated in the national economy or opportunism in commercial trading
become essential factors and assets.

Both exchange rate trends and changes in international trade regulations are major factors that
influence re-exportation of products. Regarding the euro, this maintained a similar annual average
in 2024 as in 2023 and therefore did not benefit or detract from trading with countries outside the
Eurozone. As for tariff policy, in 2025 the effect of the tariff rises that are eventually approved on
exports to the USA will have to be considered. Nevertheless, the direct impact is expected to be
low, as Andorra only exported €6.1 million to the USA in 2024, 3.1% of the total.

In relation to the Association Agreement between the European Union (EU) and Andorra,
negotiations were finalised in December 2023, after almost nine years of conversations. The
Council of Europe’s decision on the legal nature of the Agreement is expected in summer 2025,
with the referendum in the autumn, as established in the qualified Law on the electoral system
and referendum. The Association Agreement completes a process of standardisation and opening
up of the country’s economy, and will involve application of the principles of free circulation
of goods, people, services and capital within the EU’s internal market. It will also have a legal
framework similar to that of the European Union which should enable new opportunities for
businesses and citizens by growing and diversifying the Andorran economy.

Note that, at the beginning of 2023, the Secretary of State for EU Relations and the Chamber of
Commerce, Industry and Services set up a fixed information point about the Agreement with the EU,
to answer any queries from businesses relating to aspects that had already been agreed in the
negotiations, but also to hear any concerns and queries that needed expressing as the conversations
progressed and once the Agreement was reached.

CURRENT ACCOUNT BALANCE AS % OF GDP. 2023
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The results of the Balance of Payments and International Investment Position of the Andorran
economy quantify the economic relationship between the residents of this economy and the
residents of the rest of the world, according to the principles set out in the International Monetary
Fund'’s (IMF) sixth Balance of Payments and International Investment Position Manual (BPMé).
The 2023 balance of payments (latest available) shows that the Andorran economy has a financing
capacity (current account + capital account) of €494.33 million, a much higher figure than the
€373.29 million in 2022, but still slightly lower

than the €507.9 million reached in 2019. Of the The fmancing capacity increases

total current account, the entry for goods and throuah income from tourism
services represents 84.1% and has a positive 3 :

balance of €418.71 million; primary revenue

(from work and investment) has a positive balance of €122.9 million, and secondary income a
balance of -€43.8 million. Due to the importance of the goods and services account, it is clear that
the Principality is an exporter of services (with a balance of +€1,941.3 million, mainly from the
tourism sector) and importer of goods (with a balance of -€1,522.6 million). The ratio of the current
account balance to GDP was 14.2% in 2023, higher than the 11.6% that it represented in 2022,
and is one of the highest among the European countries, and also one of the highest in comparison
with other demographically similar countries.

Geographical distribution of foreign trade

. Imports

As already mentioned, imports in 2024 saw a decline of 0.4%, which contrasts with the increase
of 4.1% they presented in 2023. Imports from Europe - the main geographical source of Andorran
purchases abroad - saw a fairly similar trend to the totals, so the percentage of this market reached

92%, one of the highest percentages in the

lmports from Spain fall 8 8% while historical series that started in 1991.

. . o
lmports from France rise 1.2%. The trend in imports from Europe and Africa was

slightly negative, but very positive in imports from
America due to the recovery in purchases from the USA (+22.3%). Purchases from Asia also grew
(+5.4%), which already represent 6.8% of the total.

Within Europe, purchases from Spain - Andorra’s main supplier - fell 8.8%, resulting in the
neighbouring country’s percentage of total purchases declining 5.5 points, to 59.1%, the lowest
percentage since 2009. On the other hand, the trend in imports from France was positive, with
an increase of 1.2%. Consequently, its percentage of the total increased by two tenths, to 10.9%,
although this figure is lower than before the pandemic and, notably less than what they represented
in the 1990s (30%). Nevertheless, France is still the second largest supplier to Andorra, well above
the next four, Germany, Italy, the United Kingdom and Switzerland, which represent 8.2%, 3.9%,
2.4% and 2%, respectively. The latter four countries saw very positive trends in 2024: imports from
Germany increased 47.9%, from ltaly 23.3%, from the United Kingdom 91.2% and from Switzerland
21.4%. Overall, Germany was the country that

made the most positive contribution to the The countries that contributed most

variation in imports in 2024 (2.7 points in the to import growth were Germany
H

total variation), followed by the United Kingdom . .
the United Kingdom and Italy.

(1.1 points) and Italy (0.7 points).

Qutside the European continent, China is by far the main supplier, with 3.3% of total imports and
occupying fifth place in the ranks of the main supplier countries to Andorra. In 2024, imports from




FOREIGN TRADE BY GEOGRAPHICAL AREAS

M euros % variation % total M euros % variation % total
2024 2024/2023 2024 2024 2024/2023 2024

Spain 1,087.4 -8.8 59.1 96.5 -6.2 493
France 199.8 1.2 10.9 31.2 5.6 16.0
Germany 151.5 47.9 8.2 3.1 16.1 1.6
Italy 70.9 23.3 3.9 1.5 -46.9 0.8
Netherlands 13.2 -27.0 0.7 2.2 -6.9 1.1
Portugal 15.6 19.0 0.8 0.2 -70.9 0.1
EU-27 1,590.7 -2.7 86.5 141.7 -3.0 724
United Kingdom 440 91.2 2.4 15.2 60.2 7.8
Switzerland 37.6 21.4 2.0 1.7 73.9 0.9
Europe 1,682.0 -11 91.5 169.1 2.8 86.5
USA 15.3 22.3 0.8 6.1 -88.1 3.1
America 235 15.5 1.3 114 -79.8 5.8
China 61.1 54 8.3 0.4 69.7 0.2
Taiwan 9.2 -43.3 0.5 0.08 194.7 0.0
Asia 125.0 54 6.8 13.2 13.2 6.7
World total 1,838.5 -0.4 100 195.5 -17.3 100

Source: Department of Tax and Frontiers.

China increased 5.4%. Within the Asian continent, the other most notable purchases were from
Bangladesh (0.6% of the total), Japan (0.6%), Taiwan (0.5%) and Vietnam (0.5%).

Spain supplies 59.1% and In summary, Spain continued to be the main

. national supplier to Andorra in 2024, although
France 10.9% of imports. | PP . &
its lead shrank. In contrast, purchases increased

moderately from the second most important
market, France, and imports from Germany and Italy increased by two digits. Among the more
distant countries, the growth in imports from the USA was especially remarkable (+22.3%).

2.2. Exports

In 2024, exports to some countries were greatly affected by the decline in the chapter of works of
art and antiques. Nevertheless, by continents, Europe is still the main destination, with 86.5% of the
total and a positive variation of 2.8% in 2024. On the other hand, exports to America shrank 79.8%
(contrasting with the strong increase in the previous year) and exports to Asia increased 13.2%.
As a result of these trends, the American market’s percentage reached 5.8% and that of the Asian
market 6.7%.

Sales to Spain, the main consumer of products EXpOl‘tS to Spain decreased 6.2%

from Andorra, fell 6.2%, putting this market’s . o
percentage of the total at 49.3%. Exports to while exports to France grew 5.6%.

France, on the other hand, grew 5.6%, so this

country’s percentage of the total grew to 16.0%. Therefore, these two countries on the borders of
Andorra together concentrate 65.3% of exports in 2024, which is lower than before the pandemic
(73.5% in 2019).

Table 7.1
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IMPORTS FROM ANDORRA'’S NEIGHBOURING & EXPORTS TO ANDORRA’S NEIGHBOURING
COUNTRIES - Percentage of total (%) gv COUNTRIES - Percentage of total (%)
1 G 7 62.4
60 | 58.3 59.1 60 | 57.9
50 | 50 | 49.3
40 | 344 37.0 40
30| 30 |
20 187 20 4 16.0
10 121 10.9 10 111
AT 2007 2019 2024 AT 2007 2019 2024
® Spain ® France ® Spain ® France

Source: Department of Tax and Frontiers.

Source: Department of Tax and Frontiers.

The trend in exports to Andorra’s four next most important partners in the EU-27 (Germany,
Belgium, the Netherlands and Italy) was uneven. Germany, with growth of 16.1% (after the
decrease of 50.1% in the previous year), put its percentage of the total at 1.6%. Belgium saw a
strong increase of 51.1% that increased its percentage to 1.2%, higher than the Netherlands which
saw Andorran exports shrink by 6.9% and its percentage remain at around 1.1%, and ltaly, with a
decline of 46.9% to 0.8%.

Inside the European continent but outside the European Union, the United Kingdom stands out,
holding third place in Andorra’s global exports ranks, after Spain and France, with 7.8% of the total
and 60.2% growth since the previous year. For their part, exports to Norway increased remarkably
(+31.7%), so its share rose to 2.7%. The percentages of the other European countries are less than
1% so their contribution is less significant.

Qutside the European continent, note the Exports to Asia increase while

decrease in exports to the American continent exports to America shrink
(-79.8%), due to the major decline in sales to p :

the USA (-88.1%), affected by falling sales of
works of art. The importance of this continent reached 5.8%.

ANDORRAN EXPORTS TO ASIA - Thousands of euros
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The Asian market, with an increase of 13.2%, raised its share of total foreign sales to 6.7% (compared
with 4.9% in 2023). In this case, the positive trend can basically be explained by increased sales to
Hong Kong (+73.7%), representing 3.1% of total exports, while sales to the United Arab Emirates,
the second most important Asian country with a share of 2.2%, fell by 30.8% in 2024.

In summary, Andorran exports in 2024 were greatly influenced by the atypical data in foreign sales
of works of art and antiques, which help to explain the decrease in the percentage of exports to
America and some European countries.

3. Sectoral composition of foreign trade
3.1. Imports

As already commented, Andorran imports in 2024 decreased by 0.4% in comparison with the
previous year. The two sectoral branches with the most negative contribution to the global trend in
imports were machinery and electrical equipment and mineral products (which jointly deducted 3
percentage points from the total). In contrast, the groups of products that made the most positive
contribution to growth were transport material and chemical products (adding 2.2 points). The
other branches made smaller positive or negative contributions (less than +/- 0.3 points).

More detailed analysis shows that imports of transport material are the most important among the
major economic sectors. They saw an increase of 10% in 2024 and consequently, their percentage
of total foreign purchases went from 15.8% to
17.5%. The explanation for this trend can mainly

be found in the strong increase in imports in the ANDORRA'’S MAIN IMPORT SECTORS. =
chapter of motor vehicles, tractors, motorcycles 2024 - Interannual variation rate (%) E
and bicycles (+10%), which were favoured this =
year by the increase in registrations of lorries, 15,
mopeds and special vehicles. | HU
- 5.5
21
The main branch of imports is transport 0l . - . , , ,
material, growing 10%. 5] {
-10

The second most important group in the import 15|
ranks is food, beverages and tobacco, which 14.0 139
increased 2.1% in 2024. Consequently, its 20 £ ! S0 ! 0 ! sFE ! 8 ! P !
share of the total reached 14.6%. The most gg & §§ Eé :’EE% éé E
notable chapter within this section is beverages, = S5 o § ‘g .

alcoholic liquids and vinegars, representing

. . Source: Department of Tax and Frontiers.
5.3% of total imports, which saw a decrease of .

4.7% from the previous year. The second most

important chapter is tobacco, with 2.1% of the Imports Of fOOd, beverages and

|, which i in 2024 of 18.1% .
total, which saw an increase in 2024 of 18.1%. 1 4o qec0 gre the second most important
group with 14.6% of the total.

a trend that contrasts with the decline in the
previous year.

As for imports of chemical products, the third most important sector with 11.4% of the total, the
trend was positive (+5.5%). The two most important chapters in this group saw favourable trends:
perfumery, with 6.6% of the total, increased 4.8%, and pharmaceutical products, with a volume of
2.5% of the total, grew 9.2%.
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FOREIGN TRADE BY SECTORS

IMPORTS EXPORTS

M euros % variation % total Meuros % variation % total

2024 2024/2023 2024 2024 2024/2023 2024
Live animals & animal products 90.9 3.5 4.9 1.5 121.6 0.8
Vegetable products 39.7 0.6 2.2 0.0 153.6 0.0
Fats & oils 9.4 9.9 0.5 0.3 -0.9 0.1
Food products, beverages & tobacco 267.7 21 14.6 1.1 -38.5 0.6
Mineral products 149.0 -13.9 8.1 0.6 109.2 0.3
Products of the chemical industries 209.1 5.5 11.4 2.9 -19.8 1.5
Plastics, rubber & articles thereof 433 20 24 1.4 34.6 0.7
Fur, leather & articles thereof 12.2 =73 0.7 1.6 -24.9 0.8
Wood, cork & articles thereof 19.0 -9.6 1.0 1.5 -13.7 0.8
Paper & graphic arts 444 4.0 2.4 13.9 22.8 7.1
Textiles 109.9 =319 6.0 8.1 -5.6 41
Footwear, headgear, umbrellas, etc. 36.2 -13.3 2.0 6.0 -8.2 3.1
Stone, cement & ceramic articles 31.2 1.7 1.7 0.4 -15.3 0.2
Pearls, precious stones & metals 31.1 241 1.7 14.4 47.1 7.3
Base metals & articles thereof 70.3 2.8 3.8 5.0 2.3 2.6
Machinery & electrical equipment 193.2 -14.0 10.5 53.7 -3.8 27.5
Transport material 321.1 10.0 17.5 48.0 -4.2 24.6
Optical, photographic, precision app. 71.2 5.5 3.9 28.4 1.6 14.5
Arms & ammunition 1.8 211 0.1 0.2 29.0 0.1
Miscellaneous manufactured articles 74.9 =78 4.1 24 36.8 1.2
Works of art, antiques 11.7 104.5 0.6 4.1 914 2.1
Others 11 28.3 0.1 0.2 -54.9 0.1
Total 1,838.5 -0.4 100 195.5 -17.3 100

Source: Department of Tax and Frontiers.

3.2.

Next is the branch of machinery and electrical lmports Of chemical products
equipment, which saw a fall of 14%, reducing
its share to 10.5% and going from third to . .
fourth position in the ranks of the main import and electrical equ:pment fe"
sectors. The negative trend in this group can be

explained by falling purchases in both electrical machinery and equipment (-18.3%) and mechanical

apparatus (-8.1%).

Imports of mineral products, which represent 8.1% of the totals, saw a decline of 13.9%, due to the drop
in value of imports of fuels (-14.8%). The next most important branch of products is textiles, representing
6% of total imports and seeing a decline of 3.9% in 2024. The other groups of products represent less
than 5% of total foreign purchases. By order of importance are the branches of live animals and animal
products (4.9% of the total), miscellaneous manufactured articles (4.1%), optical and photographic
apparatus (3.9%), and base metals and articles thereof (3.8%).

Exports
As already mentioned, Andorran exports in 2024 fell by 17.3% but, as in previous years, the overall

result was greatly influenced by the trend in the entry for works of art and antiquities. The steep fall in
this entry in 2024 (-91.4%) largely explains the overall decline in foreign sales that year. Of the other

Table 7.2

increased, while imports of machinery



21 branches, eleven made negative contributions to total exports, though not significant (less than
nine tenths), and the other ten made positive contributions that were also insignificant, except for
two: precious stones and metals (+1.9 points) and paper and graphic arts (+1.1 points).

Exports Of machinery and electrical The largest export group is still, as it has been
equipment represent 27.5% of the total.

since 2003, machinery and electrical equipment.
Despite seeing a decline (-3.8%), its share of the
total rose to 27.5%. By chapters, this trend is
the result of an increase in exports of electrical machinery and equipment (+2.1%) - the largest
chapter in the group, with 25.1% of total foreign sales - and a decrease in mechanical apparatus
(-40.1%), which represents only 2.4% of total exports.

Second in the exports ranks is the branch of Exports Of transport material fell
4.2% but are one fourth of the total.

transport material, with 24.6% of the total,
although it also saw a decline in 2024, of 4.2%.
The chapter that determines this behaviour is

motor vehicles, representing 24.2% of total ANDORRA’S MAIN EXPORT SECTORS.

oN
exports and seeing a slight decrease of 2.6%. 2024 - Interannual variation rate (%) Z*%
(]
Trailing behind the above groups, foreign sales 50 . 474
of optical, photographic and precision apparatus, 40 |
in third place by volume of exports, increased
1.6%, raising its share of the total to 14.5%. By 304 228
chapters, the trend was positive in the segment 20 | '
of optical and photographic products (+2.4%) 0]
- the most important in the group, with 9.9% 16
of total exports - while it fell in the case of 04
clocks and watches (-1.2%), which has a lower 45| 38  -42 ' ' -5.6
percentage of the total, of 4.5%. ‘%é gg Té% é g;ﬁ; 2 %2
Next in the exports ranks by volume are the =3 §°§ ?E“g’ o
groups of pearls, precious stones and metals g %g s

(7.3% of the total), paper and graphic arts

(7.1%) and, further behind, textiles (4.1%). Source: Department of Tax and Frontiers.

The trends in the first two groups were quite

positive (+47.1% and +22.8%, respectively), but

negative in exports of textiles (-5.6%). Within the group of paper and graphic arts, the increases
were significant both in the subgroup of paper and cardboard (+22.1%0, with 5.3% of the total, and
in printing and graphic industries (+23.6%), which represent 1.4% of total exports. Within textiles
are notably the chapter of articles of apparel and clothing accessories not knitted or crocheted
(2.4% of total exports), although they saw a decline of 14.7% in 2024.

The other groups each represent a proportion of 3% or less of total exports. Notable examples are
footwear, headwear and umbrellas, with 3.1% of the total; base metals, with 2.6%, and chemical
products, with 1.5% percentage of the total.

. Foreign investment flows

In 2024, the figure for foreign investment shrank for the third consecutive year and returned to
2018 levels, after years of strong growth after the pandemic. In 2024, 516 investment transactions
were formalised before a notary, compared with 794 in the previous year. The volume of investment

°
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VOLUME OF FOREIGN INVESTMENT - AS % OF GDP
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Source: Ministry of the Presidency, Economy, Work and Housing.

associated with these transactions was €150.9
million, 35% less than in 2023. The data show
that the average amount per investment was
the same as the previous year, about €292,000,
but well below the 2021 levels when the figure
was double.

Foreign investment fell
to 4% of GDPin 2024.

Due tothis trend ininvestment and the increase
in nominal GDP, the percentage of Andorran
GDP represented by foreign investment fell
from the historic high of 19.3% reached in
2021 to 4% in 2024, a figure that is below the
pre-pandemic data (2018 and 2019).

The United Kingdom accounts for 34%
of foreign investment in 2024, while
the volume from Spain and France fell.

By geographical origin, the United Kingdom
led by volume of foreign investment formalised
in the Principality, ahead of Spain and France,
which were traditionally the main investor
countries. Specifically, investment formalised
by the United Kingdom was €51 million in
2024, a figure that represents 34% of the total
(compared with the 9% it represented in 2023).

FOREIGN INVESTMENT BY COUNTRIES &
AND SECTORS. 2024 - As % of total 5
O
Others 18%
——
United
Kingdom 34%
France 9% »
Andorra* 19% Spain 21%
Property development Manufacture,
& construction 8% 0% execution, realisation
| |
Marketing,
retail / wholesale 8%
Hotels
& catering 14%
Service

Property 23% 47% provision

(*) Andorran businesses with foreign capital (>50%)
making a new investment.

Source: Ministry of the Presidency, Economy, Work and Housing.

Spain, with €31 million in investment, represents 21% of the total, compared with the 43% it
recorded in the previous year, due to the 68% decline seen in 2024. The third most important
country is Luxembourg, almost tying with France, each with €14 million in investment, so both of

these countries represent 9% of foreign investment in Andorra, but whereas Luxembourg’s has

multiplied by fourteen, France’s has shrunk by 57% in comparison with the previous year. The
next most important countries are the Netherlands (with 3.9% of the total), Belgium (0.9%) and
Ukraine (0.9%). The rest is divided unevenly between various countries and of little significance.




The percentage of investment from Andorra decreased from 21% in 2023 to 19% of the total
received in 2024. This latter figure relates to investments made by Andorran companies with
more than 50% non-resident shareholders and which are making a new investment.

Overall, since the current Foreign Investment Law came into force in 2012, Spain has had an
average concentration of 36.5% of investments formalised in Andorra by value, and France 13.8%.
The rest is divided between many countries, notably Luxembourg (6.1%), the United Kingdom
(4.1%), Belgium (1.5%), Russia (1.3%) and Ireland (1.2%). Investments where Andorra is identified
as the country of origin represent an average of 14.3% of the total over the period 2012-2024.

By sectors the decline in foreign investment that occurred in 2024 was mainly the result
of a substantial fall in investment in property (-60%, from €87 to €35 million) and property
development and construction (-77%, from €50 to €12 million). This means that these two groups’
percentage of the total decreased to 23% and

8%, respectively. In contrast, investment in Foreign investment falls in property
service provision, despite.decreasing slightly and property development, and
(-8.8%) became the most important category, . . .

with 47% of the total (€71.3 million in 2024). increases in hotels and catering.

In contrast, investment in hotels and catering rose by an extraordinary 237%, to €21 million,
the highest figure in the available series. This brought this category from 3% of total investment
in 2023 to 14% in 2024, to become the third most important group after service provision and
property. Investment in the commercial sector also increased (+28%), going from 4% in 2023
to 8% of total foreign investment in 2024. The rest have percentages of less than 1%. If the
period 2012-2024 is analysed as a whole, the four sectors that received most investment are
still property (42% of the total), service provision (26%), property development and construction
(15%) and the commercial sector (7%).

Regarding foreign investment in real estate - whereby the Government authorises acquisition of
a property by natural or legal persons not resident in the country or resident for less than three
years as of 2024 - there were 541 transactions recorded in 2024, representing major growth in
comparison with the 430 authorised in the previous year. This increase is mainly due to the new
requirements of Law 3/2024 on the tax on foreign investment in real estate, which came into force
in February 2024. This now requires persons with less than three years’ residence in the country
to also carry out this procedure in order to buy a property, which led to an increase in the final
number of transactions compared with the previous year.

—

V||, D

In 2024, the Andorran public administration BOth the central and Com,j governments

accounts recorded an aggregate surplus, the . .
X - seress e surpl increased their budget surplus.
result of positive balances in the central and

Comu governments and the Andorran Social
Security System (CASS). Specifically, the central government ended with a surplus of 1.2% of
GDP, compared with 0.7% in the previous year. The surpluses of the Comu governments also
increased, from 0.5% of GDP in 2023 to 0.8% in 2024, due to an increase in revenue and a
reduction in expenditure. Lastly, the CASS ended the year with a slight surplus of 0.1% of GDP,
slightly less than in the previous year (+0.2%).
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NON-FINANCIAL CASH SURPLUS OR DEFICIT OF THE PUBLIC AUTHORITIES (% GDP)

Chart 8.1
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Source: Ministry of Finance, Comu governments, CASS, Department of Statistics of the central government and own preparation.

Since 2022, statistics are prepared on the execution of the public accounts for the whole of
the public sector, i.e. all public administration in Andorra, including publicly-owned companies,
following the methodology of the 2010 European System of Accounts (ESA 2010). According
to this information, the settled non-financial expenditure of the consolidated public sector
(discounting internal transfers) increased 9.1%, to €1,355.4 million in 2024, a figure that represents
36.3% of Andorran GDP. If the total figures are considered instead of the consolidated ones, the
non-financial expenditure of the Andorran public sector would be €1,563.0 million (41.9% of
GDP) and the non-financial revenue €1,707.8 million (45.8% of GDP).

The budget surplus recorded by the central and Public debt shrank two points,
Comu governments in 2024 was accompanied t o,

0 31.8% of GDP.
by a reduction in their debt levels. So, the total 0 f

debt of Andorra (central and Comu governments

combined) is €1,248 million, 1.3% less than in 2023. This amount is equal to 33.4% of GDP (the
lowest figure in the last 15 years and three points less than in 2023, when it represented 36.1%
of GDP) and is well below the 50% limit set by the Law on Public Finance Sustainability. In terms

PER CAPITA DEBT (€/person)

Chart 8.2
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(1) Data published by the Comu governments for 2024 and data reviewed by the Court of Audit for the other years, except in the cases of Ordino, Sant Julia
de Loria and Escaldes-Engordany, for which the 2023 debt data reviewed by the Court of Audit is not available, so the data published by the respective Comu
governments are used.

(2) Calculated on the basis of the estimated population.

Source: Ministry of Finance, Comu governments, Court of Audit and own preparation.




of inhabitants, the per capita debt (calculated using the estimated population) fell for the third
consecutive year, to €14,334, 3.5% less than in 2023.

Remember that, in 2022, the new Law 36/2021 of 16 December, on Comu Finances, entered
into force, introducing changes in how consolidated debt is calculated and affecting some Comu
governments (with investees). This means that the data since 2022 are not wholly comparable
with those of previous years.

As for the tax burden, it is estimated that in 2024, according to the accrual principle, it increased
1.6 points to 27.5% of GDP, the highest value in the available historical series. This upward trend
can be explained by the fact that tax revenue, the ratio numerator, grew more than nominal GDP,
the ratio denominator (13.4% compared with 6.6%). The increase in revenue is basically from
taxes linked to real estate activity (tax on foreign investment in real estate, corporate tax and the
capital gains tax on property) and not an increase in tax rates. Another factor defining the upward
trend in the tax burden was the growth in revenue from consumption tax (tax on tobacco), due to
both the increase in the rate by 6% and mainly, a higher volume of sales.

The tax burden rises to 27.5% due to

. GDP, ACCRUED TAXES AND
increased revenue from real estate TAX BURDEN
activities and tax on tobacco.
30, 27.5 28
s 26.7 )so L
From a European perspective, Andorra’s tax & y 126
‘ ; g 201 251 ,,,252250 33 5,5 ¢
burden is much lower than the 40% European S 15 * . ¢ 0 . 25
average (according to EU-27 data for 2023) § 10 23'6 zg
or those of our closest European neighbours: LE 5 %v\ :22
France (46%) and Spain (37%). This means = 0 ‘ ‘ ‘ ‘ : 121
that Andorra is still a “tax-friendly” country. In }Lz 12 \/ 120
fact, within the context of the EU-27, the only _:15’ ’12
country with a lower tax burden than Andorra m's N 9oy ey
. o ) . R & &8 &8 &8 8 & & & &
is Ireland (23%), while Switzerland, Malta and
Romania have a similar level to Andorra (27%). ® GDP @ Accrued taxes 4 Tax burden (right axis)

) . Source: Department of Statistics.
By types of tax, note the strong increase in

indirect revenue (+14%) - taxes on production

and imports - and direct revenue (+19.1%), i.e. current taxes on income and property. There was
also a significant increase in social contributions, of 9.1%, as a result of both rising employment
and wage growth.

The contribution to the tax burden from the different forms of tax is still mostly from indirect tax,
at 36.5%, only two tenths more than in the previous year. The contribution from direct tax is 26.2%,
1.3 percentage points higher than in the previous year. On the other hand, social contributions
contribute 37.4%, representing 1.4 points less than in the previous year.

Below is an analysis of the public sector performance in 2024, according to each level of
administration.
. Central government

The central government (Govern) accounts for 2024 closed with a non-financial cash surplus
of €46.1 million, a figure that represents 1.2% of GDP - compared with 0.7% in 2023 - and a

Chart 8.3
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variation of +98% if compared on equal terms?® The central government surplus

ith th i , trasti ith th . .
Wl © prevpus vear cor.1 rasting Yw € increases to 1.2% Of GDP in 2024.
decrease seen in 2023. This strong increase

in the surplus can be explained by a greater

increase in revenue (+16.5%) than in expenditure (+12.9%). In the last 33 years (from 1992 to
2024, inclusive) there have been 24 years in which the central government ended the year with
a deficit and only 2 in which it recorded a surplus, three of which have been in the last few years
(2022-2024).

If we add the financial transactions (changes in financial assets and liabilities) that were executed
in 2024, a positive balance of €33.1 million is obtained, representing a decrease in the surplus
since the previous year, which was the highest since the start of the historical series in 1991. The
reduction in revenue from changes in financial assets and liabilities can mainly be explained by a
substantial reduction in assets.

As for the breakdown of these financial transactions, the budget settlement under the concept
of financial assets in expenditure reached the figure of €0.5 million on 31 December 2024,
contrasting with the €36.7 million settled in the previous year. The reason for this decline is in
the concept “Cash Remainders” as in 2023, remainders were counted that had been generated
in previous years, from authorised debt, while no amount of this nature was recognised in the
budget in 2024 due to a change of criteria in this respect.

The budget settlement under the concept of revenue from financial liabilities has not seen a
significant change in relation to the previous year. Remember that the bulk of settlements in this
chapter consist of public debt subscription and no new public debt issues were made this year.
Therefore, there were no settled amounts under this concept throughout 2024.

CENTRAL GOVERNMENT BUDGET EXECUTION - Millions of euros
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Note: In 2023, following the 2022 criteria, revenue associated with putting euros into circulation among the country’s banks (€4,150.5 thousands of euros) is

recognised in the chapter of investment income, whereas until 2021 it was included in the chapter of financial liabilities. In relation to 2024, this restructuring
was not carried out because putting euros into circulation among the country’s banks is already included in the correct entry for investment income.

Source: Ministry of Finance.

3 In 2023, following the 2022 criteria, revenue associated with putting euros into circulation among the country’s banks (€4,150.5
thousands of euros) is recognised in the chapter of investment income, whereas until 2021 it was included in the chapter of financial
liabilities. In relation to 2024, this restructuring was not carried out because putting euros into circulation among the country’s banks
is already included in the correct entry for investment income.

Chart 8.4



The global debt Of the central government The global debt of the central government was

1.1.

CENTRAL GOVERNMENT NON-FINANCIAL
REVENUE - Thousands of euros

. . orrs €1,188 million, imilar fi to that of th
remained high, at €1,188 million. o© Miton, & very simiiar igure to that ot the
previous year, and one of the highest figures
in the historical series. Within the structure of
this debt is notably the outstanding balance of public debt in national bonds, of €1,175 million.

Added to this is only a €13 million line of credit with the Council of Europe Development Bank (CEB).

As a proportion of GDP, this debt volume represents 31.8%, much lower than the high of 46.3%
reached in 2021 due to the pandemic. So, the debt ratio again fell below the 40% limit established
by the Law on Public Finance Sustainability for the central government, after exceeding it in 2020
and 2021 due to the exceptional pandemic situation. For this purpose, the central government
presented a financial equilibrium plan to restore budget stability.

Overall, Andorra still has relatively lower levels of public debt than most European governments.
As for the term structure of Andorran debt, for the third consecutive year, all public debt is long
term, contrasting with the situation in the period 2017-2021, when this represented 68% on
average, with 32% short-term debt. Within this context, the International Monetary Fund (IMF)
has backed the fiscal discipline process which has enabled Andorra to reduce public debt and
meet the fiscal targets set for 2024.

Revenue

In 2024, non-financial revenue settled by the central government saw an increase of 16.5%,
reaching a historic high of €641.2 million, a figure that is 45% higher than before the pandemic
(2019). The increase in 2024 occurred as a result of an increase in revenue from both direct and
indirect taxes. Only other taxes and revenue, representing a small percentage of total income, saw
a decline this year.

Revenue from direct taxes
increases 23% in 2024 and

Chart 8.5

reaches a new historic high.

400,000 -
350,000 - More specifically, revenue from direct taxes
300,000 | grew 23.4%, to €209.7 million, a figure that
250,000 - represents a new historic record and multiplies
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150,000 So, this chapter’s percentage of total non-
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Note: In 2023, following the 2022 criteria, revenue associated with putting
euros into circulation among the country’s banks (€4,150.5 thousands of

The dynamism in economic activity has been
key to stimulating revenue from most taxes. In
this respect, the rise in revenue from corporate

euros) is recognised in the chapter of investment income, whereas until tax (IS) by 20% to reach €107.3 million is a good
2021 it was included in the chapter of financial liabilities. In relation to o . .
2024, this restructuring was not carried out because putting euros into indicator of the impact of economic growth

circulation among the country’s banks is already included in the correct
entry for investment income.

on the profits of national businesses. Another

sign of the healthy economy is the increase

Source: Ministry of Finance.

in revenue from personal income tax (IRPF),

.
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b\/ 16%, and from non-residents’ income tax Revenue from Corporate taX increases

(IRNR), by 7%. The latter increases can be 20% thanks to economic expansion
explained by the increase in the total wage bill ’

- thanks to both job creation and the updating
of wages to avoid the loss of workers’ purchasing power.

Among the direct taxes, the revenue from the capital gains tax on property was also positive
(+88%). This is a tax that is directly related to property transactions carried out within the country
(taxing the increase in the value of real estate that appears in transfers). This figure highlights the
fact that activity in the property sector was very positive in 2024.

Finally, 2024 was the third year in which the new tax on empty housing was charged, but the
revenue obtained is still insignificant (only €8,482). As for the tax on businesses wanting to open
up to 24 hours, the revenue increased 13% in 2024, to €47,863.

Revenue obtained from indirect taxes also saw a positive dynamic in 2024 (+15%), rising to
€354.3 million. This figure is the highest in the historical series and represents an increase of
23% since 2019. Indirect taxes are still by far the most important source of finance for the central
government, with a percentage of total non-

financial income of 55%, even though this has Revenue from indirect taxes
decreased progressively in recent years as the increased 15% to reach the highest

proportion of direct taxes has risen. . . . . .
figure in the historical series.

Note that the four types of tax that most

explain the behaviour of indirect tax are: consumption tax, value added tax (IGl), tax on foreign
investment and special taxes. In relation to |Gl (a tax on consumption in force since 2013), which is
the top tax by volume of revenue, an increase in revenue was seen. On 31 December, it showed a
settled figure of €165 million which, when compared with the €155.3 million recorded in the same
period of the previous year, represents an increase of 6%. Note that this tax accrues as value
is added through the delivery of goods and service provision. From this point of view, the
creation of value in the country has improved throughout the year, due to the good performance
of economic activity in a context of more stable price levels than in previous years.

As for consumption tax (the second most important tax figure), revenue increased 28% to €111.5
million (compared with €86.9 million recorded in the previous year). This tax is directly linked
to the behaviour of foreign trade which, in turn, depends on the volume of agricultural imports
(import chapters 1-24) - with a notable bias on imports of beverages and tobacco - and also the
general rate of taxes on consumption. The increase in revenue is in response to two events. On
the one hand, the increase in tax rates approved in the second quarter of the year through Law
11/2024, of 20 June, amending the general rate of consumption taxes; on the other hand, the
fact that revenue from this tax was not affected this year by importers expanding their stocks to
anticipate future rate rises, as happened in 2023.

The tax on foreign investment - a new tax which came into force in the first quarter of 2024,
which taxes foreign investment in real estate - saw revenue of €13.6 million in 2024. Note that
this tax exceeded initial budget estimates.

In relation to special taxes, a slight decrease in revenue can be seen (-1%), reaching €38.7 million.
These taxes are applied during the production and importation stage of certain goods and
products, such as alcohol, tobacco and hydrocarbons. However, note that, on entry into force in
2022 of the CO, emissions tax, the rates applicable to special taxes associated with hydrocarbons
were reduced and this affected the overall revenue from this tax.




EXECUTION OF THE CENTRAL GOVERNMENT BUDGET (Millions of euros)

Settlement % variation % execution
2024 2024/2023 20240)

Direct taxes 209.7 23 135
On capital gains on property 25.1 88 282
On personal income (IRPF) 68.3 16 123
On companies 107.3 20 132
On non-residents’ income 8.9 7 92
On empty housing 0.008 498 592
On businesses wanting to open up to 24h 0.05 13 111

Indirect taxes 354.3 15 108
On property transfers 2.7 12 91
On consumption of goods (IGl) 165.0 6 105
On insurance services provision (ISI) 4.2 9 109
Tourist accommodation tax 6.6 4 84
Special taxes 38.7 -1 100
CO, emissions tax 10.0 4 108
On foreign trade 112.7 27 111
On gambling 0.9 -57 83
Foreign investment tax 13.6 -- 272

Other taxes and revenue 37.8 -7 56

Current transfers 0.05 2 145

Investment income 2 25 112

Real investment sales 0.004 -56 26

Capital transfers -- -- --

Non-financial revenue 641.2 16 109

Current expenditure 501.8 10 96
Personnel costs 149.9 9 100
Consumption of goods and services 574 12 84
Financial expenditure 17.1 -2 98
Current transfers 277.5 10 97

Capital expenditure 93.3 B5) 62
Real investments 51.3 66 54
Capital transfers 42 9 76

Non-financial expenditure 595.1 13 88

(1) The 2023 and 2024 budget settlement is provisional.

(2) In the case of expenditure, this is calculated from the settled budget, the result of incorporating into the budget passed by the General Council the
credit from obligations undertaken during the previous financial year relating to expenses that were postponed until the following financial year, and
modifications and increases in budgetary credit.

Table 8.1

Source: Ministry of Finance.

Among the other tax forms, of lower significance, note the tax on CO, emissions, which taxes
hydrocarbons according to the amount of carbon dioxide they emit, with revenue of 10 million
in 2024, 4% more than in the previous year. Next is the tourist accommodation tax (IEAT), which
collected €6.6 million in 2024. This is a tax figure that came into force in the second half of
2022 and saw revenue grow 4% in 2024 in comparison with the previous year. This tax is added
to the price of accommodation in hotels, apartments, campsites and any other type of tourist
establishment, and is collected quarterly. Finally, the two tax forms with the least revenue are
also the ones that saw declines from the previous year. On the one hand, the Property Transfer
Tax (ITP), which went from revenue of €3.1 million in 2023 to €2.7 million in 2024; on the other
hand, gambling tax, which only collected €884,122, whereas the settled amount in the previous
year was €2.1 million.
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1.2.

The one large chapter that saw a decline in settled revenue when compared with the previous
year is that of other taxes and revenue, by 7.3% to €37.8 million, mainly due to revenue from
confiscations. The decrease in this chapter is directly related to the concept “Other revenue” due
to the indemnity received by the government in 2023, which was not repeated in 2024, from
an out-of-court settlement of the claim for damages caused by the landslide on excavation
of the plot known as La Portalada. Nevertheless, this entry only represents 5.9% of total non-
financial revenue.

In contrast, in 2024, major growth was seen in investment income, reaching €39.3 million. This
budget chapter records its most important settlements through the distribution of dividends from
public entities (mainly Andorra Telecom and the electricity company FEDA) and other investment
income, such as marketing euros to the philatelic and numismatic trade and putting currency
into circulation. In 2024, the improvement in revenue can mainly be explained by the 6.1 million
increase in the distribution of dividends from Andorra Telecom, putting the settled figure at €28.7
million, when it was €22.6 million in the previous year. On the other hand, marketing of euros to
collectors decreased 0.7 million.

Finally, note the 2.3% increase in current transfers, to the amount of €54,576. This rise is due to the
increase in the subsidy received by the central government for the Cultural Exchange Commission.
In the case of sales of real investments, the revenue obtained was almost insignificant, and zero
from capital transfers this year.

Regarding amendments to tax regulations passed in 2024, on the one hand note Law 11/2024, of
20 June, which increased the rate of the consumption tax by 6%, and on the other hand, the entry
into force this year of the new tax on foreign investment in real estate.

Expenditure

Settled non-financial expenditure saw an increase

of 12.9% in 2024, reaching a historic high of EXPENDITURE - Thousands of euros

CENTRAL GOVERNMENT NON-FINANCIAL

€595.1 million. All entries saw increases with the

sole exception of financial expenditure. 300,000
250,000 _|
Investment by the central 200,000 _|
government grew 35% in 2024 150,000 |
and already represents 16% 100000 |

of non-financial expenditure. soo0 | —— /

0 T T T T T T T T T
The value of capital expenditure (investments) % % é é § % % % g g % %
was €93.3 million, 34.6% more than in the
® Operating costs Capital transfers

previous year, a strong increase that is added to

® Current transfers @ Interest

that of the previous year (+23.3%). Consequently,
the investment effort rose to 15.7% of total

® Real investment

non-financial expenditure in 2024, but is still
far from the levels of the previous phase of
expansion. By chapters, the increase in capital
expenditure can be explained by both real
investment, which grew 66.5% to €51.3 million,
and capital transfers, which increased 9.2% to
€42 million.

Note: In 2016, transfers to the Comu governments were no longer
considered capital transfers (according to previous legislation, it
was considered that the bulk of the transfers had to be allocated to
investment by the Comu governments) and became current transfers
(Comu governments may allocate these transfers to both current
expenditure and capital expenditure and to reducing debt). From the
2020 budget onwards, it was decided to segregate the Comu transfers,
between current and capital transfers, according to the proportion
executed by the Comu governments in the last financial years.

Source: Ministry of Finance.




In the case of current expenditure, the increase recorded in 2024 can basically be explained by
operating costs and current transfers. Within operating costs, there was growth in both the entry
for personnel costs, to €149.9 million (+9%) and in the entry for purchases of goods and services
(+12%) to €57.4 million. For their part, current transfers were €277.5 million, 10.2% more than in
the previous year but, as they increased less than total non-financial expenditure, the percentage
of current transfers shrank by one point, to 46.6%. However, it is still the main expenditure
chapter in the Budget, way ahead of the second, which is personnel costs (with a volume of
25% of the total).

Finally, within current expenditure, interest is the only chapter that shrank in 2024 (-1.9%). This
decrease is mainly associated with payment of the CTRASA loan. The part of the quota that is
interest decreases annually, which is why this entry has a downward trend.

. Comu governments

According to the data on the settled budgets of the Comu governments, including financial assets
and liabilities, the total volume of revenue reached the figure of €220.6 million in 2024, higher
than the €205.2 million of settled expenditure. As a result, the combined balance of the local
corporations was positive (+€15.4 million) for the fifth consecutive year, much higher than the
€0.7 million in the previous year. This is the result of the combination of an increase in total
revenue and decrease in total expenditure.

If the analysis is limited to non-financial revenue and expenditure, the total settled volume
obtained was €220 million and €191 million, respectively, resulting in a non-financial cash surplus
of €28.9 million. This surplus represents 0.8% of GDP, compared with 0.5% in 2023.

In detail, the situation varied according to each Comu government. While La Massana and
Escaldes-Engordany presented negative budget balances, the other five parishes had budget
surpluses in 2024, among which Canillo, Encamp and Sant Julia de Loria had recorded a deficit in
the previous year.

As for the trend in debt, 2024 ended with an The surp’us of the Comlj governments

ac'CL.JmuIated, cgnsolidated Comu fjebt of €60.4 rose to €15.4 million.
million, according to data published by the

SETTLED BUDGET BALANCE OF THE COMU GOVERNMENTS - Millions of euros
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Source: Comu governments / Department of Statistics.

Chart 8.7
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COMU DEBT - Euros per capita

2,500 _,
2,000 1,974 2,003
1,500 —| 1,379
1,000 _|
500 —|
0 I I
Canillo Encamp Ordino La Massana Andorra la Vella Sant Julia Escaldes-
de Loria Engordany
® 2023 ® 2024
Notes:

(1) Data published by the Comt governments for 2024 and data reviewed by the Court of Audit for 2023, except in the cases of Ordino, Sant Julia de Loria
and Escaldes-Engordany, for which the 2023 debt figure reviewed by the Court of Audit is not available, so the figure published by the respective Comu has

been taken.
(2) Calculation based on estimated population.

Source: Comu governments, Department of Statistics, Court of Audit and own preparation.

2.1.

corporations. This figure represents a decline of 20% compared with 2023 figures, and represents
the lowest level of debt in the historical series that started in 2007. So, all the ComU governments
have stayed below the legal debt limit (200% of average settled revenue in the last three
years) for more than a decade, with percentages that vary between 68% for Ordino and 0.7% for
Escaldes-Engordany.

Chart 8.8

Within the context of the whole Andorran public The total debt Of the Comu governments

sector, the Comu governments reduced their fell 20% to €60.4 million (1.6% OfGDP).

share of the total public debt (combined central

government debt and Comu debt) to a historic

low of 4.8%. This figure is well below the Comu share of non-financial public expenditure (24.3%)
and represents only 1.6% of Andorran GDP. All in all, this means that, in relative terms, they are
much less indebted than the central government, the reverse of the situation before 2013, thanks
to the fiscal consolidation efforts in recent years and improvements in their financing system.

By parish, the fall in debt was general, except in Sant Julia de Loria (+13%) The greatest cuts in
relative terms occurred in Escaldes-Engordany (-91%) and Canillo (-51%), and the rest ranged
between -9% in Ordino and -20% in Encamp. Regarding the distribution of the debt in absolute
terms, Encamp and Andorra la Vella each account for about one quarter of the total Comu debt.
At the other extreme, the parishes with the lowest volume of public debt are Canillo (9% of the
total) and Escaldes-Engordany (0.4% of the total). Per inhabitant, the parishes with the highest
levels of debt are Ordino and Encamp, with €1,796 and €1,078 per capita, respectively. The debt
per inhabitant of the others is below €1000.

Revenue

In 2024, the total settled revenue of the Comu governments saw an increase of 3.8%, to €220.6
million, the highest level since the start of the series in 1990. Settled revenue was slightly below
the budgeted figure (99.5%) and its percentage of total public sector revenue (combined central
and ComuU governments) stayed at 26%, like the previous year. If we only consider non-financial
revenue, the Comu governments’ share is also 26%, two points less than in 2023 and a very
similar percentage to the parish corporations’ share of total non-financial expenditure (24%).




Comu revenue grew 3.8% and reached By chapters, the increase in total revenue was

a hlgh 0f€2206 million. the result of .a 4.4% increase i.n non-financial
revenue, as financial transactions decreased

65%. Within the former, growth in current
income was 8.2%, while capital income fell, also by 8.2%. The breakdown of current income by
forms of tax shows disparate trends, with an increase in revenue from direct taxes (+5.6%)
and from other taxes and revenue (+7.8%), and a decrease in revenue from indirect taxes
(-14.6%). There were also double-digit increases in current transfers (+21.8%) and investment
income (+10.4%). Consequently, the percentage of other taxes and revenue gained one point in
its percentage of total non-financial revenue, reaching 30%. These are followed in importance by
direct taxes (24%) and current transfers (14%).

As for capital income, the increase is due to capital transfers. This is the third most important
chapter in Comu non-financial revenue, with 20% of the total, and grew 3% in 2024. Income from
real investment transfers decreased, but is a relatively small percentage of the total (0.1%).

The distribution by parish presented a positive trend in revenue overall, except in Ordino and La
Massana, where there were declines of 10.5% and 17.9%, respectively. Among the other parishes,
note the strong increase in Escaldes-Engordany (+15.1%) and Encamp (+12.3%). In 2024, Andorra
la Vella still led the Comu ranks by volume of total revenue, with €60.2 million (27% of the total),
while Ordino is still the Comu with the least revenue, 7.3% of the total, equalling €16.1 million.

2.2. Expenditure

In 2024, the settled expenditure of the Comu governments saw a decline of 3.1%, a trend that
contrasts with the strong increase of the previous year (+21.1%) and puts the figure at €205.2
million, the second highest after 2023. Equally, non-financial expenditure saw a decline of 1.9%,
and financial transactions by 16.6%. Altogether, this put the percentage of execution of the total
budgeted expenditure for 2024 at 93%.

Moreover, the ComU governments’ percentage of total public sector expenditure (combined central
and Comu governments) went from 28% in 2023 to 25% in 2024, a percentage that is similar to their
share of total revenue. If we only consider non-financial expenditure, the Comu percentage of total
public administration expenditure fell slightly
to 24%, slightly lower than their percentage of

NON-FINANCIAL EXPENDITURE OF THE B total non-financial revenue (26%).
COMU GOVERNMENTS - Millions of euros [
(U]
Comu expenditure fell 3.1% and
250 represents 25% of the public sector total.
200 -
150 The analysis by chapters shows that the decline
100 in ComU expenditure can be explained by falling
investment, while the other entries grew overall.
50 - Specifically, the chapter of personnel costs, the
ol most important at 34% of the total, rose 7.3%,
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 and consumption of goods and services, the
® Operating costs ® Capital expenditure second most important, representing 31%,
® Other current expenditure rose 4.4%. Equally, financial expenditure also

saw a major increase (+17.8%), despite its low

Source: Comu governments / Department of Statistics. X
volume (1.4% of total expenditure). On the
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COMU BUDGET SETTLEMENTS (thousands of euros)

REVENUE EXPENDITURE

% variation % variation
2024 2024/2023 % total 2024 2024 2024/2023 % total 2024
Canillo 24,976 8.5 11.3 20,333 -24.2 9.9
Encamp 39,289 12.3 17.8 33,401 -5.0 16.3
Ordino 16,086 -10.5 7.3 14,355 111 7.0
La Massana 22,310 -17.9 10.1 26,040 235 12.7
Andorra la Vella 60,164 54 27.3 49,272 -6.9 24.0
Sant Julia de Loria 20,703 34 9.4 17,893 -29.6 8.7
Escaldes-Engordany 37,049 15.1 16.8 43,928 17.4 214
Total 220,577 3.8 100 205,222 -3.1 100

Source: Comu governments / Department of Statistics.

3.1.

other hand, current transfers shrank 10.9%. As a result, current expenditure as a whole rose 4.9%.
As for capital expenditure, which represents 29% of total expenditure, the decline in investment
(-15.2%) explains why it shrank 15.1%, as capital transfers are a relatively insignificant volume of
the total budget.

To complete the analysis of Comu finances, The decline in Comu expenditure

te th d trend i dit in th . .
note the upward frend in expenditure in three 1 qn he explained by real investment.
Comu governments (Ordino, La Massana and

Escaldes-Engordany) and downward trend in

the other four (Canillo, Encamp, Andorra la Vella and Sant Julia de Loria). The parishes with the
greatest expenditure by volume are Andorra la Vella (24% of the total) and Escaldes-Engordany
(21%), followed by Encamp and La Massana.

. Andorran Social Security System (CASS)

including financial assets and liabilities, rea.c.hed saw a surplus Of€644,381.
a total volume of revenue of €438.4 million,

slightly higher than the €437.7 million of settled

expenditure. So, the CASS obtained a small surplus of just over €644,000. If only non-financial
revenue and expenditure are considered, the positive non-financial cash balance of the CASS is
€2.1 million, despite shrinking since the €8.2 million surplus of the previous year. This smaller
surplus is the result of higher growth in non-financial expenditure than in non-financial revenue
in 2024.

Revenue

The settled non-financial revenue of the CASS in 2024 saw growth of 10.2%, lower than the
percentage in the previous year (+10.7%), reaching the figure of €436.7 million.

By chapters, social contributions, the most important source of revenue for the CASS, amounted
to €384.1 million, representing 88% of total non-financial revenue. This figure includes employers’

Table 8.2



CASS BUDGET SETTLEMENT - Millions of euros
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Source: CASS (Andorran Social Security System) / Department of Statistics.

3.2.

contributions, employees’ contributions, self-employed contributions and settled contributions
allocated to CASS financial benefits (retirement and widows’ life pensions, permanent and
temporary disability benefits). In 2024, revenue from social contributions saw an increase of 9.1%,

in a context of rising numbers of employees

Revenue from social contributions | (+3%). average wages (+5.4%) and also the
increases 9.1% in 2024 number of self-employed (+4.1%).

The second most important chapter of CASS
revenue, with 11.3% of the total, is capital transfers from the central government, which increased
18.1% in 2024 to €49.5 million. The non-financial revenue of the CASS is completed by a small
contribution from other taxes and revenue, which only represent 0.7% of the total, and revenue
from real investment, which is practically insignificant.

Expenditure

The non-financial expenditure of the CASS maintained a strong rate of growth for the third
consecutive year (+12% in 2024) reaching a total of €434.6 million.

The distribution by chapters shows that current transfers, where benefits are accounted for, were
€393.4 million, 12% more than in 2023, so this concept maintained its percentage of total non-
financial expenditure at 90.5%. This growth is slightly higher than in revenue from contributions
(+9.1%). Remember that this entry also includes the non-contributory benefits financed by the
central government through current transfers and contributory expenditure paid by the CASS,
generated by authorised financial benefits.

CASS expenditure through

The second most important entry in CASS current transfersgrew 12%.

expenditure is capital transfers (representing
7.1% of the total), which increased 11.2%. The
other expenditure, of lesser importance, is spread between personnel costs, which increased 8.3%
and represent 1.6% of the total, and consumption of basic goods and services, which increased
26.7% but only represents 0.6% of the total. Expenditure on real investment is insignificant, and
there were no financing costs, as the CASS has no debt.

1

Chart 8.10
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3.3. General branch of the CASS

The distribution of CASS revenue and The deﬁcit in the genera’ branch
expenditure by branches shows that, in the increases, while the surplus in the

case of the general branch, revenue from .
pension branch decreases.

contributions saw an increase of 9.5% over
the value of the previous year, to €186.6
million. In the last three years, the trend in this

revenue has been very positive (+11.5% on CASS REVENUE AND EXPENDITURE BY
annual average), demonstrating a favourable BRANCHES. 2024 (millions of euros)
employment dynamic after the Covid crisis. e
2210
. . 197.5
Growth in expenditure on general branch 200 186.6 172.4
benefits (+11.8%) was higher than in revenue ol
from contributions, reaching €221 million.
Consequently, the budgetary cash deficit in 100 -
this branch increased from €29.3 million to -
€36.4 million in 2024.
0
A . . General branch Pension branch
This imbalance in the general branch is
® Revenue ® Expenditure

financed by contributions from the central

. . Note: Data relating to revenue from contributions and expenditure on benefits.
government budget (€37.1 million), according

to the provisions of Article 86.2.f of the recast Souree: CASS [Andofran Saial Sccurity Systeml:

Law 17/2018, on social security. This situation

has been repeated since 2012, after the cumulative reserves of this branch were depleted in
2011. The prospects of a progressively aging population and growth in chronic diseases would
indicate that health costs will continue to rise, making it difficult to restore financial equilibrium if
the current conditions in contributions and coverage continue.

3.4. Pension branch of the CASS

Revenue from contributions in the pension The numberofpens,'oners

branch s‘a\./v an increase o.f 8.8% in 202.4, to rose 6.5%, to 15,875
€197.5 million, the highest figure in the available

series. In parallel, the upward trend in expenditure
on benefits continued, with an increase of 12.3%, bringing the total to €172.4 million, also a
record. As a result, the surplus in this branch fell to €30.6 million.

Any surplus from contributions produced in the pensions branch of the CASS is paid into the
pension reserve fund, created in 2015 for management and financial efficiency, with the sole
purpose of covering the future pensions of people who have contributed to the CASS. At the
end of 2024, the fund’s reserves reached €1,822.9 million, 9.2% more than in the previous
year, a variation that includes the contribution from the CASS and the returns obtained from
management of the fund.

The rise in expenditure on benefits in 2024 can partly be explained by a 6.5% increase in the number
of retirement pensions (compared with +5.8% in 2023), reaching a total of 15,875 in December,
compared with 14,908 in the previous year. Another factor is that the new pensioners provide
higher contributions over their working life and this raises the average pension. Moreover, the
dependency ratio (active/passive ratio) fell 0.04 points to 3.22 in December 2024, due to a greater
increase in the inactive population than in active population despite the economic dynamism.

Chart 8.11



Box 8.1

FUTURE SUSTAINABILITY OF THE PENSION SYSTEM

The CASS commissioned an actuarial study of the
Andorran pensions system that was carried out in
2024 with data taken on 31 December 2023. This
actuarial report was presented on 28 November 2024
to the Board of Directors of the CASS.

In January 2025, an additional actuarial analysis was
presented on the effects of the reform of Law 18/2014,
of 24 July, amending Law 17/2008, of 3 October, on
social security, regarding the pension branch. The object
of this study is to assess the efficiency of the reform in
order to ensure the sustainability of the pension system.

With overall application of the measures, the report
concluded that the reform carried out by Law 18/2014,
amending Law 17/2008, has had the following effects:

- Immediate increase in revenue into the system:
By setting a 12% contribution rate for the pension
branch.

— Slight decrease in benefits paid by the system: this
reduction affects small groups, such as pensioners
who have acquired more pension points after entry
into force of Law 18/2014 (approximately 2.02% of
the current contributing population). Also affected
are beneficiaries in classes B and C, who paid
higher contributions. However, as this is a small
group, the impact is minimal. Class A contributors
will not see any modification in their pension, as
the contributory equity factor would increase in the
same proportion as the contribution rate, so
maintaining the purchased points.

— Improvement in the future deficit: the increase in
revenue from contributions, combined with a slight

fall in benefits, produces an improvement in the
future deficit compared with the central scenario.
This combination of measures is one of the main
factors that improve the sustainability of the system.

- Slight reduction in the pension sufficiency index:
this decrease does not affect current contributors
and new contributors equally:

1) Current contributors: a slight fall in the pension
amount occurs, especially for those who, at
the time of retirement, see their pension points
affected by reduction coefficients. Nevertheless,
as this group is small, the impact on the sufficiency
index is almost imperceptible.

2) New contributors: there is practically no
impact on the sufficiency index, as most of their
pension points are not affected by the reduction
coefficients.

— Increase in the contributory equity index: this
increase benefits both groups, mostly arising from
the rise in contributions.

Finally, it concludes that the reform objective has
been achieved. Modification of the system was mainly
designed to adopt temporary solutions to defer the
deficit and gain time for an overall, structural change
in the system.

However, the system continues to face major challenges
in relation to pension sustainability and sufficiency. For
this reason, reforms must still be introduced gradually,
in line with the social and economic changes that
Andorran society is undergoing.

Source: CASS 2024 Annual Report.
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Andorran economy:
developments in the main sectors

Primary sector

The primary sector is the smallest sector of
activity in the Andorran economy. In 2024,
it only represented 0.5% of Andorran gross
value added (GVA) and 0.3% of employees.
This means that changes in this sector do not
significantly influence developments in the
economy as a whole. The trend in GVA for
the agricultural sector was positive in 2016
and 2017, but began a recessionary phase in
2018 that lasted until 2020. From 2021, it
started a new period of expansion, leading to
a positive variation in GVA of 0.6% in 2024.

In 2024, the number of employees in the sector
was 157, a figure that has hardly changed in the
last five years. The number of establishments
dedicated to this activity are 27, a figure that
has been stable since 2022. The number of
businesses remained almost the same, 202 in
2024. As for the monthly wages of employees,
these rose by 15.8% in 2024, well above
inflation, to an average of €2,102.

Also note that, in recent years, the primary sector
has made major efforts and investment to obtain
quality seals and increase productivity, especially
for wine and quality meat. This has resulted in
wage improvements in recent years, alongside
the effects of inflation.

The number of crop farms
remains at historically low levels,
as does employment.

In 2024, there were 308 crop farms in the
Principality, one less than in 2023. The parish
with most activity is still Sant Julia de Loria, with

PRIMARY SECTOR GVA
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Source: Department of Statistics.

The GVA of the agricultural sector
grew for the fourth consecutive year.
FARMS AND AREA UNDER CULTIVATION p
(UAA) BY PARISH. 2024 2

Canillo 51 4,163,691 21
Encamp 39 1,884,691 10
Ordino 37 2,869,937 15
La Massana 54 3,117,605 16
Andorra la Vella 37 362,422 2
Sant Julia de Loria 62 6,474,284 88
Escaldes-Engordany 28 717,260 4
Total 308 19,589,889 100

UAA: Utilised Agricultural Area.

Source: Department of Agriculture.

62 farms, while Escaldes-Engordany has the least, with only 28. Over time, the number of farms
has remained quite stable, at around 312-316 from 2014, but it fell to 309 in 2023 and 308
in 2024. As for the total land area under cultivation, this decreased in 2019 and 2020, increased




AGRICULTURAL AREA BY TYPE OF CROP (in m?)
% variation % total
2019 2024 2019-2024 2024
Pasture 12,689,716 13,376,682 54 64.6
Hay 5,146,703 4,687,062 -8.9 22.6
Tobacco 1,469,255 1,056,067 -28.1 5.1
Fallow 629,869 519,923 -17.5 2.5
Market gardening 126,762 126,959 0.2 0.6
Potatoes 148,191 130,184 -12.2 0.6
Miscellaneous (1) 24,775 110,654 346.6 0.5
Vines 90,042 83,881 -6.8 0.4
Forage 19,471 18,401 -5.5 0.1
Others 422,204 589,836 39.7 2.8
Total 20,766,987 20,699,649 -0.3 100
Utilised Agricultural Area (UAA) - in m? 19,714,914 19,589,889 L -0.6 - )

(1) Fruit trees, raspberries, beet and aromatic and medicinal plants / (2) Forage for grazing.
UAA: Utilised Agricultural Area.

Source: Department of Agriculture.

in 2021, and then continued at similar figures. In 2024, the total area under cultivation (UAA) also

remained fairly stable in relation to the previous year, at around 19.6 km?.

By type of crop, 64.6% of the total farmed area is used for pasture; 22.6% for hay, and 5.1% for

tobacco. Over the last five years, the area used for pasture has increased whereas the area used

for hay and tobacco has decreased. The area used for fallow, potatoes, vines and forage has also

diminished, whereas the area dedicated to miscellaneous crops (fruit trees, raspberries, beet and

aromatic and medicinal plants) has quadrupled, although this only represents 0.5%, and market

gardening is almost the same (it only represents 0.6% overall). Of the total agricultural area declared

as plots, 88% is permanent crops, 7% is farmland and the other 5% is non-agricultural use.

As for the tobacco harvest, in 2024, as in the previous year, this was paid according to the relevant

category and not at the single fixed price paid in 2019 and 2020. For this reason, we again

have different data for before and after the

payment adjustment. The 2024 harvest, after The 2024 tobacco harvest was

the payment adjustment, was 109,038 kg, less than halfthat Of2019

10.6% lower than in 2023 and less than half

TOBACCO HARVEST BY PARISHES AFTER THE PAYMENT ADJUSTMENT (kg) *
% variation % total

2023 2024 2024/2023 2024
Canillo 7,882 7,889 0.1 7.2
Encamp 14,788 8,113 -45.1 7.4
Ordino 15,591 15,593 0.0 14.3
La Massana 22,770 21,371 -6.1 19.6
Andorra la Vella 14,882 12,441 -16.4 114
Sant Julia de Loria 40,373 39,618 -1.9 36.3
Escaldes-Engordany 5,623 4,014 -28.6 3.7
Total 121,909 109,038 -10.6 100

. J

* Kilogrammes adjusted to the agreed quotas, after the payment adjustment.

Source: Department of Agriculture / Association of Andorran Tobacco Manufacturers (AFPTA).

Table 9.2

Table 9.3

)
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that of 2019 before the pandemic (244,584 kg). Weather events, including hail, had a negative
impact on the harvest this year.

The customs integration process agreed by Andorra with the European Union establishes a 30-year
transition period for the tobacco sector before inclusion in the Customs Union, from entry into
force of the Association Agreement. From the seventh year, Andorra would have to gradually
waive the current customs duties while adopting the EU acquis at the same time, with the final goal
of completely removing customs duties. In exchange for approval of the preferential treatment
period, Andorra must demonstrate that it is diversifying its economy to reduce its economic
dependence on tobacco; that it is combatting fraud and smuggling, and that it undertakes not
to increase the tobacco price differential between the EU and Andorra, especially with the
neighbouring countries.

As for apiaries, in 2024 there were 28, five less than in the previous year, with a total of 465 hives,
30less than in 2023. As aresult, the apiaries are ever larger, following the trend of the previous four
years. 15 of these are dedicated exclusively to beekeeping while 13 practise apiculture as a side-line.

In 2024, the number of livestock rose 5.3%, to 4,880 heads, 245 more than in 2023 and the
highest figure since 2020, but far from the volume they were a decade ago (5,229 units in 2014).
The growth in the number of livestock this year can be explained solely by the category of

sheep, which increased 16.5% and represents

The number of ’ivestock increased due 549% of total livestock. On the other hand, the

. : ber of cattle fell (-3.7%), th d most
to the increase in numbers of sheep. | "vmPer of cattle fell (8.7%), the second mos
important livestock category with 28% of the

{/@ total; the number of horses also fell (-3.1%) as
‘ did goats (-14.7%), although the latter two categories are relatively less important (12% and 6% of

total livestock, respectively).

The Andorran government aims to promote organic (ecological) certification through direct and
indirect subsidies, which were put in place in 2021 to support the agricultural sector during the
process of conversion to local, high quality, organic production. These subsidies are intended to
compensate the effort and additional costs associated with this kind of production. In 2024, the
government aimed to boost this plan by increasing by 31% the amount of aid towards converting
to organic farming and by 44% the amount for continuing organic production once the organic
production certificate has been obtained. Moreover, the indirect subsidies to the owners of farms
and businesses that carry out activities related to the production, transformation and subsequent
marketing of organic agricultural and food products are maintained. In the case of indirect aid, the
central government bears the cost of financing the inspection, control and certification services
required for conversion to organic production and continued organic production. Currently, there
are three farms that have organic certification.

Table 9.4

NUMBER OF LIVESTOCK (adult heads)
% variation % total

[ 2028 ] 2024 2024/2023 2024
Total cattle (bulls, cows) 1,429 1,376 -3.7 28.2
Total horses (workhorses, studs, mares) 590 572 -3.1 11.7
Total sheep (rams, ewes) 2,248 2,618 16.5 53.6
Total goats (bucks, does) 368 314 -14.7 6.4
Total heads of livestock 4,635 4,880 5.3 100

Source: Department of Agriculture.
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Beyond the drive towards organic certification, the central government also promotes the brand
Productes Agricoles i Artesans d’Andorra (“Agricultural and Craft Products of Andorra”). Law
31/2022, of 21 July, for the development and diversification of the livestock and agricultural
sectors regulates, for example, the introduction of new crops, new infrastructures and innovative
initiatives to produce quality products. It also considers the research on alternatives that would
enable new income sources to be generated through the development of complementary
activities. Note that about thirty national producers already have the Productes Agricoles i Artesans
d’Andorra seal or certification, most of whom offer local food products or other craft products
linked to livestock or crop farming or gathering wild plants (mainly to make natural soaps and
cosmetics). All of these follow traditional mountain agricultural practices and craft methods. The
aim of this seal is to strengthen the legislative

framework to protect authorised traders and The central and local governments granted
promote local production. €3.23 million in aid to the agricultural
sector, 11.3% more than in 2023.

Overall, according to the statistics on public aid
to the agricultural sector, the total amount of
aid granted by the central and local governments to the agricultural sector was €3.23 million
in 2024, a figure that represents an increase of 11.3% since the previous year. This increase
can mainly be explained by the aid to foster traditional mountain agricultural practices, which
increased by €223,068 (+11.7%) from the previous year; by the aid to encourage the production
of quality-controlled products, which increased €93,300 (+28.7%), and by the aid to foster
specific agricultural practices designed to conserve the environment, which increased by €10,599
(+17.3%). Compared with the last five years, the amount of aid was higher than the average for the
period 2019-2023 (€2.62 million) and represents 18.9% of the gross value added (GVA) generated
by the sector.

Finally, note that in 2024, the Chamber of Commerce, Industry and Services, in collaboration with
the Department of Statistics, started to produce the quarterly Harmonised Business Confidence
Indicator (HBCI) to gather businesses’ opinions about the current and future situation of their
business. According to the HBCI, in the first quarter of 2025, business confidence in the agricultural
sector deteriorated in comparison with the previous quarter (-4.7%), while it increased in relation
to the first quarter of 2024 (+14.3%).

X

As for the industry and manufacturing sector, which represents only 5.1% of total GVA and
4.2% of employees in 2024, its behaviour was more volatile than the other sectors of activity
because one of its main subsectors is energy production and distribution, which has a fairly erratic
component. With the appearance of the health crisis in 2020, the GVA of the sector decreased
by 10.9%, while 2022 and 2023 showed the effects of the energy price variation, and 2024 saw
the sector return to growth similar to before the

pandemic, 3.4%. The GVA of the industry and
manufacturing sector returns to growth

This increase in activity in the industry sector in .. N
similar to before the pandemic.

2024 was accompanied by an improvement
in its labour market. Specifically, employment
grew 2.8% to 1,889 employees, 52 more than in 2023. The average wage also increased for the
fourth consecutive year, by 4.8% in 2024, to reach €2,791. However, there is a major difference
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GVA IN THE INDUSTRY AND = between the manufacturing branch of industry
MANUFACTURING SECTOR ; (which includes extraction industry), where
Variation rate in real terms G it is €2,638, and the branch of production

and distribution of electricity, gas and water,

S 29.95% where it is €4,178 - 58% higher than in the
30 | manufacturing branch.
20 |
As for the business network, the number of
101 establishments fell from 401 in 2023 to 399
0 in 2024, while the number of businesses
-10 | rose from 420 to 440. Finally, for the second
0 consecutive year, electricity consumption in

2015 2016 2017 2018 '2019 2020 2021 2022 2023 2024 industry fell (-2.3% in 2024).

Source: Department of Statistics. o o )
One of the main industries in Andorra is tobacco.

In 2024, this sector was characterised by an

Emp’oyment in the tobacco increase in the number of employees, to 273

. . . kers; stability in th ber of establishment
mdustrymcreased, representmg workers; stability in the number of establishments

(8), and an increase in imports (by 18.1% to €38.6
o .
a’mOSt 15% Of a” mdUStry' million). This year, this branch represented 14.5%

of total employment in industry, a percentage
that has remained fairly stable since 2016 but is far from the figure of almost one third in the early
1990s. Currently, tobacco is the subsector with the highest employment in industry, followed
by printing and graphic arts and the food and beverage industry, both with around 10.8% of total

,@ employment in industry.

NUMBER OF EMPLOYEES IN THE INDUSTRY SECTOR

Table 10.1

% variation % total

2023 2024 2024/2023 2024

Note: The data about the number of employees relate to annual averages and show rounded numbers, whereas the calculations are made from unrounded
figures. Consequently, situations may arise where: (i) the percentage variation is not zero even though the rounded values are equal, and (ii) the percentages
of the total do not exactly match those that would result if calculations were made from the published figures without rounding.

Source: CASS (Andorran Social Security System) / Department of Statistics.

Manufacturing industries (including extraction) 1,648 1,701 3.2 90.0
Food and beverages 197 205 4.1 10.8
Tobacco industries 269 273 1.5 14.5
Textiles 29 26 -9.5 14
Wood and cork, except furniture; basketwork and esparto 141 150 6.8 8.0
g Printing, graphic arts and reproduction of recorded media 209 205 -2.1 10.8
»
3 Chemical industries 181 186 3.0 9.8
c
- Rubber and plastic articles 31 44 41.8 2.3
>i Other non-metal mineral articles 44 36 -18.2 1.9
2 Articles of metal, except machinery and equipment 162 168 a5 8.9
o)
§ Mechanical machinery and equipment 160 165 3.1 8.7
2 Electrical machinery and equipment 11 11 8.7 0.6
.g Medico-surgical, precision, optical and
2 clockmaking equipment and instruments C e 7 e
E Motor vehicles, trailers and semi-trailers 3 3 0.0 0.2
*2 Furniture; other manufacturing industries 28 28 21 1.5
[}
g Recycling 28 30 6.8 1.6
% Production and distribution of electricity, gas and water 189 188 -0.4 10.0
> —
8 Total 1,837 1,889 2.8 100 )
>
£
o)
C
o)
O
@
C
o}
c
o)
°
C
<




The production and distribution of electricity, Electricity production increased
gas and water is the fourth most important 22.1% and enabled a reduction

subsector in terms of employment - after the . I .
tobacco industry, printing and graphic arts and Ine eCt”C’ty ,mports'

the food and beverages industry. In 2024, it
employed 188 people, 0.4% less than in the previous year, and represents 10% of total employees
in industry.

In 2024, national electricity production (calculated in 110 kV busbars) saw a year-on-year increase
of 22.1%. This increase can basically be explained by the 49% increase in solar energy production
and 27.4% growth in hydroelectric production, while thermal production decreased (-6.6%).
Despite these trends, only hydroelectric power is relatively important as an energy source, as it
represents 16.3% of the total energy demand in the Principality; thermal power represents only
4.2% and solar power 3.4%.

National production covered 24% of the country’s electricity demand and reached 136,294
MWh. Of these, 87,749 MWh come from the hydroelectric power station of FEDA (the Andorran
electricity company), while solar power - mostly private projects - generated 19,473 MWh. Added
to this are contributions from other infrastructure, such as Soldeu’s combined heat and power
plant, the waste recovery plant and various mini hydroelectric plants. To incentivise low-voltage
electrical installations, the central government passed regulations allowing for the installation of
solar panels with an output of less than 20 kilowatts without the need for an engineering project.

Of note in recent years are: the mini hydroelectric power plant at Aixovall, which started operating
in 2021; the inauguration of the first national solar power plant in Grau Roig at the end of 2022, and
the introduction of the Ecoterm combined cooling and heating network in Escaldes-Engordany,
for which FEDA has plans to expand and improve performance and efficiency through actions to
enable optimal use of the hydropower resource. Moreover, in 2025, it is planned to interconnect
the heating networks of Andorra la Vella and Escaldes-Engordany, with the aim of doubling the
energy distribution capacity between the two parishes and reducing CO, emissions. Also note
that in 2023, the new high voltage line between Encamp-Ransol-La Gonarda-Grau Roig was
activated, with an investment of €18 million. The new infrastructure almost triples the current
electricity transport capacity. Finally, the production of renewable energy is expected to increase
in the future due to construction of the wind farm at Pic de Maia, which will be supported by an
investment of around 30 million.

As for Andorra’s energy demand (also measured in 110 kV busbars), this increased by 2.4% in
2024, due to growing economic activity. By sectors and according to data relating only to FEDA,
electricity consumption fell in construction (-29.6%) after the strong increase in the previous year
and, to a lesser extent, in industry (-2.3%), financial services (-3.2%) and public administration
(-2.2%), largely due to government measures to incentivise energy saving. On the other hand,

electricity consumption increased in the ski

Renewab’e sources produce 77.8% resorts (+5.3%), hotels and Catering (+2.6%),

of the electricity consumed. domestic use (+2.8%) and public lighting (+4.6%).
77.8% of the energy consumed in Andorra in
2024 was from renewable sources, according to the figures from the annual energy mix calculation
published by FEDA. This figure represents a notable increase from the 69% recorded in 2023.
The increase can mostly be explained by the growth in national renewable production and the
purchase of renewable energy certificates for part of the imported energy. Especially note wind
energy which, with 50% of the total, has become the main source of the Andorran electricity mix,
followed by hydroelectric power (23.2%) and solar power (3.6%).
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Due to energy production rising more than demand, electricity imports decreased by 2.5% in
2024, to represent 76% of the total demand. 35% are imports from France and 41% from Spain.
Also note that in 2024, an agreement was reached with Spain to build a new high voltage line
between the two countries.

As for fuels, imports (in litres) fell 0.9%, after three consecutive years of continuous increases,
and are still at levels well below pre-pandemic figures. The decline in 2024 can be explained by a
decline in movement, both domestically and by foreign visitors. Specifically, imports of transport
diesel fell 3.8%, while unleaded petrol rose 5.3% and heating oil remained stable (-0.3%).
Remember that once the public subsidies on fuels were removed in the neighbouring countries,
the price difference returned to about 20 cents per litre compared with Spain and about 40 cents
compared with France. Nevertheless, sales have

not recovered. A slight increase in turnover in industry

in 2024 with positive but more
moderate prospects for 2025.

In relation to the overall situation in industry,
according to the opinions collected in the
Chamber’s business climate survey, the positive
trend in business in industry consolidated, although the rate of activity stayed at modest levels.

Businesses gave an optimistic evaluation of business in 2024. Now, the good climate in business
sentiment has not been reflected, so far, in a significant increase in industrial production, which
continues to improve at a very contained rate, nor in a major improvement in sales figures
which, despite growing year on year (+1.5%), do so at a very moderate pace, as does investment
(+3.6%). All in all, this shows that there is still not enough momentum from demand to produce
stronger, more solid expansion in activity in the sector.

As for the factors limiting progress in business activity, the rising costs of products and supplies
remain the main focus of concern for businesses, with 71.2% of industries indicating it, followed
by the shortage of qualified workers, which has increased by 10 points since the previous half-
year and already concerns 52% of total businesses (the highest percentage in the last five years).
Finally, other important problems are transport problems, impeding the operations of 50% of
industries, and rising operating costs, which continue to limit the activities of 42% of businesses
in the sector.

BUSINESS ACTIVITY - INDUSTRY SECTOR

Balance
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Note: The results from the half year January-June 2024 are not strictly comparable to those in the historical series, due to a variation in
the formulation of the question, which may have caused a bias in the responses.

Balance: Difference between opposing responses (positive and negative), as a percentage.

Source: Chamber of Commerce, Industry and Services of Andorra.
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BUSINESSES’ OPINIONS ON DEVELOPMENTS IN INDUSTRY (% of businesses)

1. Business activity* Good 58 54 40
(reviewed half-year) - annual average Normal 39 39 49
Bad 9 8 12
Balance 44 47 29
2. Sales figures Higher - - 27
(compared with the same half of Similar _ _ 55
th i - |
e previous year) - annual average Lower i ) 18
Balance - - 9
3. Production Higher 44 34 26
(compared with the same half of Similar 41 44 61
the previous year) - annual average Lower 16 22 15
Balance 28 12 12
4. Sales figures Higher 38 46 37
(compared with the previous year) Equal 56 39 48
Lower 6 15 15
Balance 32 31 22
Variation (%) 7.3 6.3 1.5
5. Volume of investment Higher 31 &7 19
(compared with the previous year) Equal 66 56 74
Lower 3 7 6
Balance 28 30 13
Variation (%) 8.5 6.7 . 36 )

* Regarding business activity, the results from the half year January-June 2024 are not strictly comparable to those in the historical series,
due to a variation in the formulation of the question, which may have caused a bias in the responses.

Table 10.2

Source: Chamber of Commerce, Industry and Services of Andorra.

Business expectations for the first half of 2025 are still positive, but not as much as one year earlier,
in a context where the European economic slowdown and a more uncertain global environment,
especially in relation to trade relations, could limit the foreign activity of industry.

According to the Harmonised Business Confidence Indicator (HBCI) which the Chamber of
Commerce, Industry and Services has been preparing quarterly since 2024 in collaboration with
the Department of Statistics, confidence in the industry sector has deteriorated in the first quarter
of 2025, both in comparison to the previous quarter (-7%) and also in relation to the first quarter of
2024 (-5.2%).

XI Construction and related industries

The sector of construction and related industries, which represented 8.9% of Andorran GVA in
2024 and 9.8% of employees, has seen a period of remarkable, sustained growth since 2016.
Throughout this whole period (2016-2024), the average annual growth in GVA has been 7.4%.
Due to the COVID-19 restrictions decreed in 2020, annual growth in the sector slowed to 1.4%,
but did not fall like in the other economic sectors. In 2024, the growth rate was 7.6%, higher than
in the previous year (+5.9%).
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GVA IN THE CONSTRUCTION SECTOR

Variation rate in real terms

Chart 11.1
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Source: Department of Statistics.

The GVA growth rate in construction

accelerates in 2024.

This positive trend seen by the construction
sector occurred fundamentally in the housing
segment, although public investment also
helped, as it rose for the fourth consecutive
year to reach the highest value since 2012.

In parallel with this very dynamic activity,
employment rose 7.7%, to 4,389 employees,
the highest figure since 2010. The number of
construction businesses also grew, from 799
in 2023 to 861 in 2024, as did the number of
business establishments (from 1,018 in 2023

to 1,102 in 2024). The good moment that the sector is experiencing, difficulties finding workers

and rising inflation have resulted in an increase in average wages of 6.7%, reaching €2,747 per

month. This figure exceeds the total average wage for the fourth consecutive year, after eleven

years below the average.

On the other hand, the value of imports of building materials - including traditional building products

and also products made from ceramic, glass, iron and steel, copper, nickel, aluminium, lead, zinc,

tin and other raw materials - saw a decline of 0.8%, due to moderating prices of materials.

Indicators of construction show high dynamism in the sector. For example, the surface area of

approved projects increased 12.1% in 2024, after the decline in the previous year (-24.1%), to
691,115 m?. The approved surface area in 2024 was the second highest figure (after that of 2022)

since 2008.

The increase in approved surface area in 2024
was in all categories except extensions, which
declined for the third consecutive year but
has a minor impact because it only represents
0.7% of the total approved surface area. The
bulk of the permits consists of new builds,
which represent 80% of the total surface
area and grew 8.7% in 2024, followed by the
category of renovations, which comprise 18%
of the total approved surface area and saw an
increase of 31.2%.

One of the government’s objectives regarding
housing is to promote a public pool of
affordable housing and, in this respect, it has
carried out various transactions in 2023 to
acquire and rent multifamily buildings, hotels
or other buildings to be used as affordable
rental housing. On the other hand, in 2024,
approval was given to extending the duration
of the apartment rentals in the public pool to
five years and allowing young people under the

The surface area of approved
building works in 2024 is the
second highest figure since 2008.
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age of 35 to register without proof of a rental, in order to help them leave home. The price of

public rental apartments is 25% below the market price, although the final price depends on a

formula that combines several criteria (amortisation, distance from the centre, social price cap).

The Government wants to reach the end of the legislature with 500 apartments in the public pool.

Recent legislation that is relevant to the construction sector is Law 32/2022, of 14 September, to

promote sustainability in urban development and tourism. The purpose of this Law is to promote

measures to ensure sustainable growth in urban activity which, in practice, could become a factor

slowing the current dynamism in housing construction. The other important recent legal text for
the sector is Law 5/2025, of 6 March, for sustainable growth and the right to housing, better

known as the “Omnibus Law” (see the box).

Box 11.1

LAW 5/2025, OF 6 MARCH, FOR SUSTAINABLE GROWTH AND THE RIGHT TO HOUSING

Access to housing has been the main concern of
citizens for months, while the rate of urban growth
and construction in the last five years is similar to
the periods of major growth that this country has
seen throughout its history. This circumstance can
be explained by the strong increase in the demand
for real estate and the attractiveness of Andorra,
especially since the end of the pandemic. It attracts
people who want to live in Andorra, some with
high purchasing power, who are convinced by the
competitive, standardised tax system and good
security, education, leisure and living standards.
This Law aims to meet the constitutional mandate
of promoting the necessary conditions to fulfil
everyone's right to decent housing. In this respect,
it aims to modulate foreign investment in property,
bring empty housing into use, control holiday
accommodation and promote coordination between
the public authorities to obtain data, among other
goals. These measures are complemented by changes
in tax and immigration and urban leases in order to
achieve an affordable pool of properties, during the
current legislature and before expiry of the current
mandatory extensions of rental contracts, to meet the
needs of various levels of society at risk of exclusion
from housing.

Among the measures included in the Law are notably
the following: 1) a limit on foreign investment in real
estate to the acquisition of one single-family dwelling
or a maximum of two flats, two apartments or two
studios, together with their annexes - no more than
three parking spaces and three storerooms or similar
per apartment - and the acquisition of six parking
spaces or one property unit or cubic plot if intended
for a self-employed commercial activity. Also defined
as foreign investment in real estate is any carried
out by natural persons who are resident in the

Principality at the time of the investment and who are
not of Andorran nationality and cannot prove three
years' residence or more within the previous ten years;
2) foreign investment is prohibited in property
development, unless it is wholly intended for rental
as housing for permanent, habitual residence, if
at least 50% is affordable and located in parishes
where a review of the land and town planning has
been carried out according to the conclusions of
the maximum load capacity study for the parish; 3)
authorisation of new permits for housing used for
tourism is suspended, removing the timeline currently
included in Law 32/2022; 4) permits for housing
used for tourism (HUT) will not be renewed when
the apartment is located in a building with less than
30% of the floor area dedicated to this activity; 5) the
mandatory, temporary cession of empty properties
to the Government, for up to five years, in order to
include them in the public affordable housing pool
when the owners persist in not placing them on the
market, for sale or rent.

With regards to tax, the main novelties are: 1)
exemption from the tax on property transfers (ITP) on
the purchase of the first housing for habitual residence,
when the value does not exceed €600,000 and the
beneficiaries’ income is up to four times the minimum
interprofessional wage; 2) a significant increase in
the rates of taxes and surcharges for the direct taxes
on capital gains in real estate, while maintaining
the progressive tax reduction based on years of
ownership of the transferred assets for resident
individuals. The Government is also instructed to
present a bill of law to increase the tax liability of the
tax on stays in tourist accommodation; this increase
would be allocated, among other purposes, to training
tourism professionals.

©
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On the other hand, in February 2024, a law taxing foreign investment in real estate entered into
force. The new law establishes a progressive tax, with rates of between 3% and 10% depending
on the number and type of properties, based on the real value of the formalised investment.
Exempted from this tax will be acquisitions by the purchaser to pursue a company, professional,
commercial or industrial activity, whether a natural or legal person, if the property is kept for
at least ten years and the investment is linked to job creation. The tax on foreign investment
collected €13.6 million in the first year of entry into force.

According to the statistics on property transactions and on housing and land prices, 1,608
property transactions were carried out in 2024, 11.7% less than in the previous year. This is added
to the -12.1% recorded in 2023.

property sales fe" fOl’ the second By parish, all saw decreases in property sales,
consecutive year. except Andorra la Vella (+18.6%) and Sant Julia

de Loria (+6.5%), but the greatest declines
were in Escaldes-Engordany (-33%), Canillo
(-23%), Ordino (-19%) and La Massana (-18%). Regarding the type of transferred property, sales
fell for apartments (-14%), business premises (-24%), parking spaces (-8%), warehouses (from 4
to 1) and other constructions (-14%). On the other hand, sales of single-family housing, land and
buildings increased.

As for the square metre price of transactions, this rose 15.3% in the case of apartments and also
rose for single-family housing, parking spaces, buildings, business premises and warehouses. Only
the price of land fell. As for apartments, all parishes saw increases in the m? price, except Sant
Julia de Loria, where it fell (-12%). The most notable increases were in Andorra la Vella (+41.3%)
and Ordino (+21%).

The total number of new mortgages signed in the Principality of Andorra in 2024 was 769,
compared with 664 in the previous year. In relation to new mortgages granted for residential use
(699 of the total 769), these increased 16.9% in 2024, breaking the negative trend that started in
2022. This type of mortgage includes first and second homes. As for the number of new mortgages
for other uses, which include hotels, premises,

developments and land, these increased 6.1% Increases in the number Of new

in 2024, with 70 mortgages in total. The parish .
. o mortgages and their value.
with most mortgages granted for residential

PROPERTY TRANSACTIONS AND AVERAGE PRICE PER M? FOR APARTMENTS, BY PARISH

PROPERTY TRANSACTIONS M? PRICE FOR APARTMENT TRANSACTIONS (EUROS)

Absolute Relative Relative

variation variation (%) variation (%)
Canillo 336 259 -77 -22.9 3,238.8 3,724.0 15.0
Encamp 342 327 -15 -4.4 2,803.8 3,176.6 188
Ordino 136 110 -26 -19.1 3,043.0 3,672.9 20.7
La Massana 267 218 -49 -18.4 3,227.6 3,564.6 104
Andorra la Vella 264 313 49 18.6 3,612.8 5,105.9 41.3
Sant Julia de Loria 153 163 10 6.5 2,938.4 2,584.5 -12.0
Escaldes-Engordany 828 218 -105 -32.5 5,149.7 5,407.9 5.0
Total 1,821 1,608 L -213 -11.7 ) 3,599.3 4,149.9 L 15.3 )

Source: Department of Statistics.

Table 11.1



Box 11.2
THE RENOVA PLAN

The Renova Plan is the main scheme for promoting
energy savings and efficiency and introducing
renewable energies into buildings. It was created more
than ten years ago to promote the refurbishment
of buildings and has gradually switched its focus
towards energy aspects.

Since it has been in operation (2011-2024), 3,387
applications have been received, requesting €22.9 M
in grants and €18.3 M in loans, of which €19.2 M and
€13.4 M have been granted, respectively.

The 2023 Renova Plan had €2 M in funds. In total, 330
applications for aid were received (311 applications
in 2024 and 19 files forwarded from 2023), of which
230 were approved. The total requested amount
was €3,414,041 and the amount of aid granted was
the two million euros of budgeted funds. New this
year was the digitalisation of the Plan to simplify
management of the call for applications, and a
proposal to close in July on the basis of high demand.
About 80% of the applications were for actions to
install equipment to produce and improve energy
efficiency (solar panels and windows).

The new 2025 Renova also has two million in funds
and aims to continue encouraging energy savings in
housing that is currently rented or owned. The grant
helps to cover 40% of the cost of installing high-

efficiency equipment to produce heating and air-
conditioning, for heating or hot water. Grants are also
available for 40% of the total costs of installing solar
power and self-consumption units, up to €6,000. The
grants for improving the energy efficiency of windows
and glazed doors are 20-35%, intended to maximise
housing insulation and thereby reduce energy
consumption. It is also planned to offer the possibility
of requesting grants for integral improvements in the
insulation of overall buildings, with financial support of
between 20% and 40%, and also actions to increase
accessibility or industrial safety with a grant of up to
15%. The programme stipulates that these financial
support percentages can be supplemented by up to
15% in the case of refurbishment of housing to be
incorporated into the rental market, and a further
10% in the case of a small multifamily building from
before 1980.

The novelties for 2025 are the approval of new
aid of up to 40% of the total cost of investment in
mini wind power equipment of up to 10 kW based
on a reference installation cost of €3,000/kWp, and
another new grant of up to 40% for systems for
storing electricity produced from renewable sources;
the reduction to 15% of the grant for high efficiency
equipment using diesel and gas, and the elimination
of the grant to replace hydrocarbon deposits with
other new ones.

use are Encamp and Andorra la Vella, with 142 and 137 new mortgages, respectively. The total
value of the mortgages granted in 2024 for residential use was €233.5 million, representing 21.8%
growth since 2023.

The analysis of the property sector is completed by the statistics on buildings and property
units with data referring to 2023. From the Territorial Statistics Register, it is concluded that of
the 10,645 total constructions in the country, 68.6% are buildings, houses or detached houses
(xalets). The parishes with the highest concentration of buildings are La Massana and Andorra la
Vella, with 2,094 and 1,910, respectively. In contrast, the parishes with the lowest concentration
are in the higher areas, such as Canillo and Ordino (with 1,181 and 1,102, respectively). Within the
Principality, there are 84,424 property units, of which 51.7% are residential (43,641), 19.7% are
parking spaces, and 11.8% are storerooms (the rest are premises, holiday apartments, warehouses,
others or under construction).

As for the subsector of public works, in 2024, the central government raised its investment rate
to a high level, while the ComU governments reduced it. The settled aggregate real investment
of the central and Comu governments (chapter 6 of the Budget) was €107.2 million, 10.8% more

.
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than in 2023 (€96.7 million). This is the fourth
consecutive year of increase, after the decline
in 2020 due to the pandemic, producing the
highest level of public investment since 2012.

In relation to the central government, settled
investment (chapter 6) went from €30.8 million in
2023 to €51.3 million in 2024, a figure that
represents an increase of 66.5%. This trend
continues the increase seen in the previous
year, making the investment figure for 2024 the
highest since 2012. If we add capital transfers
(chapter 7 of the Budget) which rose to €42
million in 2024, the total investment effort
of the executive government rose to €93.3
million, 34.6% more than in 2023. A major
part of this investment relates to the Ministry
of Land and Town Planning, specifically €35
million, a figure that represents an increase of
54.4% since 2023. In the following table are
details of the public works settled in 2023
and 2024 by the Ministry of Land and Town
Planning, by programmes.

The two categories that explain 95% of this
major increase in public investment are public
housing development (from €2.9 million in
2023 to €11.9 million in 2024) and investment
in public buildings (from €1.5 million in 2023 to
€4.3 million in 2024). Other entries that have
increased to a lesser extent are the construction
of main roads, road surfacing and sports
installations. In contrast, the investments that
shrank most in absolute terms are access routes
to Andorra from France, cultural infrastructure
and the Sanitation Plan.

As for the Comu governments, in 2024, settled
real investment fell 15.2%, after the major
increase in the previous year, to reach €55.9
million, the second highest figure since 2007,
just before the financial and property crisis.
By parishes, the most important investment
expenditure was, in descending order, Escaldes-
Engordany, with €17.6 million; La Massana, with

The central government significantly

increases public investment, while
the Comu governments reduce it.

GOVERNMENT PUBLIC WORKS. SETT

LED

PUBLIC INVESTMENT * BY PROGRAMMES

(categories)

Table 11.2

Description m
Public housing 2,881,592 11,864,703
mfr?sifjftirimd 6,071,088 6,648,996
Public buildings 1,531,782 4,246,003
?;cnecsses to Andorra from 3,500,000 3,100,000
Main road surfacing 2,564,479 3,068,195
Secondary roads 2,412,775 2,378,815
Health and social infrastructure 1,059,580 1,091,735
Sports infrastructure 227,851 669,081
Road signs 498,606 497,305
Road maintenance 428,732 472,712
Heritage conservation 213,222 402,605
Other roads 126,785 254,663
Mountain huts (refugis) 45,771 127,798
E?%e:]résoi?gof the University . 47,321
Cartography and topography 31,458 29,284
Sanitation plan 286,719 24,735
Cultural infrastructure 292,778 23,889
General services 6,975 18,136
School infrastructure 9,659 7,501
River and stream treatment 8,381 4,396
Vehicles 9,018 2,877
Slaughterhouse 38,847 -
Winter road maintenance 332,530 =
Total 22,663,609 34,986,286

*Settled amount of public works relating to investment by the
Ministry of Land and Town Planning.

Source: Ministry of Land and Town Planning.

€10.4 million; Andorra la Vella, with €7.6 million; Encamp, with €7.4 million; Canillo, with €6.1 million,
and Sant Julia de Loria, with €4.9 million. Last is Ordino, with investment of only €1.9 million. In

2024, real investment shrank in four parishes (Sant Julia de Loria, Andorra la Vella, Encamp and

Canillo) and increased in the other three (Escaldes-Engordany, La Massana, and Ordino).

As is evident from the results of the Chamber’s business climate survey, construction is still the most

dynamic sector of the Andorran economy and its expansion has also intensified. The improvement
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the formulation of the question, which may have caused a bias in the responses.

Balance: Difference in opposing responses (positive and negative) as a percentage.

Source: Chamber of Commerce, Industry and Services of Andorra.

Business acﬁvity in construction in financing conditions, falling production
continued to improve and the costs and strong demand for housing, in a

. L. context of a major increase in the number of
prospects for 2025 remain positive.

households and falling interest rates, favoured
this remarkable momentum in building activity.
The strong demand can basically be explained

<
CONTRACTED WORKS - CONSTRUCTION & by the notable contribution from foreign
SECTOR (half-year July-December 2024) + . o - .
g investment, which is still very resilient against
rising prices, increasing finance costs and
Type of works . .
increased taxation.
Civil works

The construction companies that took part

Non-

in the situation survey made a very optimistic
residential

evaluation of business activity in 2024, but
slightly lower than in the previous two years.
Residential . .
In this context, after three consecutive years of
strong increases in turnover (+29% in 2021 and
+9.1% on average in the period 2022-2023),
B B B b & & 5 they saw a more contained increase in turnover

% businesses in 2024 (+1.0% on average). This adjustment

Total
construction

elow ®Normal @ High relates to a more normalised trend once the

extraordinary momentum of the post-pandemic
Source: Chamber of Commerce, Industry and Services of Andorra.
phase ended.

On the other hand, contracted works continued a positive trend thanks, above all, to housing
construction, which remains the most important activity in the sector, despite seeing slight
deceleration compared with one year earlier. As for the other subsectors, non-residential works
have recovered a little but are still not at the optimal level for businesses. Equally, the trend in
civil works is still weak, with almost half of the surveyed businesses indicating that the volume of
contracts is still insufficient.

However, there is great concern among the businesses about the difficulties of meeting the
strong demand due to supply problems. The sector identifies the workforce shortage and rising
costs of materials as the main obstacles to developing their activities, with a very similar level

Chart 11.3

)
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BUSINESSES’ OPINIONS ON DEVELOPMENTS IN THE CONSTRUCTION SECTOR

(% of businesses)

Table 11.3

1. Business activity* Good 65 61 40
(reviewed half-year) - annual average Normal 26 39 58
Bad 10 2 8
Balance 55 59 37
2. Sales figures Higher = = 25
(compared with the same half of Similar _ _ 60
th i - I
e previous year) - annual average Lower i i 16
Balance - - 9
3. Volume of executed works Higher 53 42 19
(compared with the same half of Similar 35 46 68
h i - |
the previous year) - annual average Lower 13 13 13
Balance 40 29 7
4. Sales figures Higher 44 44 27
(compared with the previous year) Equal 41 44 55
Lower 15 12 18
Balance 29 32 9
Variation (%) 8.7 9.4 1.0
5. Volume of investment Higher 38 29 26
(compared with the previous year) Equal 53 58 72
Lower 9 13 2
Balance 29 16 24
Variation (%) 5.6 24 75 )

* Regarding business activity, the results from the half year January-June 2024 are not strictly comparable to those in the historical series, due
to a variation in the formulation of the question, which may have caused a bias in the responses.

Note: From 2024, the sample of activities also includes: 41.1. Property development, and 43. Specialised construction activities (construction-
related), according to the Classification of Economic Activities (CAEA-2019).

Source: Chamber of Commerce, Industry and Services of Andorra.

of impact. Nevertheless, the lack of qualified workers, which now affects 66% of the businesses,
fell in significance in the second half of 2024 in comparison with the first half, when it was
80%. In contrast, the impact of rising costs of materials has remained practically stable, affecting
about 70% of the business network. On the other hand, the incidence of transport problems fell
almost seven points to 43.4%, while rising operating costs - mentioned by 25% of businesses - is
relatively less concerning.

The prospects for the first half of 2025 indicate that construction continues to grow at a high
rate. Businesses expect the trend in business to be positive, forecasting an increase in turnover
and also levels of employment. As for contracted works, the sector will continue to benefit from
an increase in contracted residential works, while the branch of non-residential construction,
especially public works, will show a comparatively less favourable trend.

According to the Harmonised Business Confidence Indicator (HBCI), which has been prepared
quarterly since 2024, to predict the economic trend, confidence in the construction sector in
the first quarter of 2025 deteriorated in comparison with the previous quarter (-5.2%), while
remaining stable in relation to the first quarter of 2024.
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XI I Services
[ ]

Services are at the core of the Andorran economy, representing 85.4% of global GVA and 85.6%
of total employees. The predominance of this sector means that its trend largely determines the
performance of Andorran GDP. After six
consecutive years of positive variation rates

between 2014 and 2019, with average annual SERVICES SECTOR GVA 5
growth of 1.8%, there was a sudden drop of Variation rate in reol terms 5
8.6% in 2020, due to the restrictions adopted to " =
contain the spread of the pandemic. In 2021 and g | 7.7% ~J9%

2022, however, the sector recovered strongly 6

(+7.7% in 2021 and +7.9% in 2022), mainly 4 | 3.0% 2.7%2.4%

2.0% % _~1.9%
thanks to the return to normality of the sectors ; i} /\W\ °

most affected by the restrictions, such as hotels,

catering, transport and commerce. From 2023, j :

once pre-pandemic activity had recovered, the -6

growth in the services sector entered a phase -8 | 8.6%

of slower growth (+2.7% in 2023 and +2.4% in 10 3015 2016 2017 2018 2015 2020 2021 2022 2023 2024

2024), which is still higher than the average for

the period 2014-2019 (+1‘8%). Source: Department of Statistics.

In terms of GVA, the balance for 2024 was GVA in services continues to grow <@
positive in the three largest subsectors of

by more than 2%.

services, with rates ranging from 0.5% in
commerce, hotels and catering, transport,
information and communications, and 4.2% in the subsector of financial, real estate,
professional and technical activities. For its part, the subsector of public administration, education,
health, social and personal services grew 1.5%.

Strong growth in the number of

. . SERVICES SECTOR GVA BY BRANCHES B
establishments in the branches OF ACTIVITY »
of information and communications and Interannual real variation rate (%) S
professional and technical activities. 15
10 |
In parallel with the increase in global activity in 5 |
the services sector, the number of establishments ol
grew 5.9%, to 11,633. By subsectors, the o
economic activity with most establishments 1
is commerce, representing 28.2% of the total |
and an increase of 1.4%. The second most 134
important branch is professional, scientific and 20

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
technical activities, the focus of 25.9% of total

® Commerce, hotels and catering, transport,
information and communications

® Financial, real estate, professional and technical

businesses in the services sector, which saw
a 12.2% increase. The third most important
subsector in terms of establishments is ® Public administration, education, health, social
information and communications which has and personal services

seen remarkable growth in the last six years
(+12.5% in 2024) and has already reached

Source: Department of Statistics.
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NUMBER OF ESTABLISHMENTS IN THE SERVICES SECTOR

% variation % total

2023 2024 2024/2023 2024

Table 12.1

Commerce and motor vehicle repairs (etc.) 3,238 3,282 1.4 28.2
Transport & storage 260 257 -1.2 2.2
Hotels & catering 1,038 1,039 0.1 8.9
Information & communications 1,100 1,237 12.5 10.6
Financial & insurance activities 202 203 0.5 1.7
Real estate activities 591 611 3.4 5.3
Professional, scientific & technical activities 2,686 3,015 12.2 25.9
Administrative activities & ancillary services 564 578 2.5 5.0
Education 298 338 13.4 2.9
Health activities & social services 261 280 7.3 24
Avrtistic, recreational & entertainment activities 226 237 4.9 2.0
Other services 525 556 5.9 4.8
Total 10,989 11,633 (_ 5.9 100 )

Note: Number of establishments registered with the Registry of Commerce and Industry.

Source: Ministry of the Presidency, Economy, Work and Housing; Registry of Commerce and Industry.

1,237 establishments, 10.6% of the total. The fourth subsector is hotels and catering, which
represents 8.9% of the total in the services sector, and saw an increase of 0.1% since 2023.

The number of employees in the services sector Emp’oyment in the services
I in 2024 2.5% h
also rose in 2024, to 38,363, 2.5% more than sectorgrows 2.5%’ ’arge’y due

in the previous year. This was spread between h I b h
the four main subsectors, as follows: 24.7% to the real estate branch.

work in commerce; 19.2% in real estate and
business services; 14.4% in hotels and catering, and 12.3% in public administration. Overall, these
four branches account for about 70.6% of total employees in the services sector. In 2024, most

NUMBER OF EMPLOYEES IN THE SERVICES SECTOR (annual average)

Table 12.2

% variation % total

2023 2024 2024/2023 2024

Commerce and motor vehicle repairs (etc.) 9,394 9,457 0.7 24.7
Hotels & catering 5417 5,516 1.8 14.4
Transport, storage & communications 1,441 1,502 4.3 3.9
Financial system 1,696 1,715 1.1 4.5
Real estate & rental activities; business services 6,914 7,385 6.8 19.2
Public administration, defence & mandatory social security 4,653 4,725 1.5 12.3
Education 679 697 2.7 1.8
Health & veterinary activities, social services 2,528 2,645 4.6 6.9
Other social activities & community services; personal services 3,504 3,548 1.3 9.2
Households employing domestic staff 1,024 993 -3.0 2.6
Extraterritorial bodies 13 14 9.8 0.0
Domestic work for the community 177 167 -5.7 0.4
Total 37,439 38,363 2.5 100 )

Note: The data about the number of employees relate to annual averages and show rounded numbers, whereas the calculations are made from
unrounded figures. Consequently, situations may arise where: (i) the percentage variation is not zero even though the rounded values are equal, and (i) the
percentages of the total do not exactly match those that would result if calculations were made from the published figures without rounding.

Source: CASS (Andorran Social Security System) / Department of Statistics.
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branches saw an increase in numbers of employees, except households employing domestic
staff and domestic work for the community. Commerce is the sector with the smallest increase
in numbers of employees in relative terms (+0.7%), while real estate activities saw the highest
increase (+6.8%). In terms of net job creation, the branches in which it grew most were real estate
activities (471 employees more) and health (117 more).

In 2024, the average monthly wage of the whole services sector rose 5.2% to €2,547, a higher
increase than in the CPI, which rose 2.6% this year. This allowed workers to recover part of the
purchasing power lost in the previous two years. The trend in the average wage was positive in
all subsectors and more than 3.5%, but grew most in public administration (+7.2%), social activities

(+5.7%), real estate activities and business

Wages in services rise 5.2% services (+5.7%) and hotels and catering (+5%).

and gain purchasing power. o , .
Note that this is the first edition of the

Business Climate Survey in which annual data
are collected for all services, so comparisons cannot be made with previous years. Despite this
limitation, the results obtained reflect solid behaviour in the tertiary sector and a significant
contribution to global growth. On the one hand, the service sector showed the most positive
dynamic in relation to the trend in the sales figures, with annual average growth of 3.4% in 2024.
On the other hand, in the breakdown, the subsectors that saw the most important increases
in turnover were real estate activities (+8.8%), professional and administrative services (+7.8%),
education and health (+6.5%) and financial and insurance activities (+5.8%). In parallel, the
trend in the fields most linked to tourism remained positive, although at more moderate rates,
such as hotels (+2.5%) and retail commerce (+1.3%). In contrast, the only exceptions were transport

and storage (-1.0%) and ICT (-2.4%), which saw a reduction in the volumes of turnover.

Box 12.1
RECYCLING AND WASTE MANAGEMENT

2024 was a year characterised by continued work
on implementing the regulations arising from Law
25/2022, of 30 June, on the circular economy (LEC),
and also the actions set out in the National Strategy
for the Circular Economy - Horizon 2035 (ENEC),
and the National Waste Plan - Horizon 2035 (PNR),
which define the waste management strategies for
the coming years.

The PNR has been integrated into the ENEC as a
separate, strategic focus, in which a diagnosis has been
made of the current waste situation; targets have
been set towards the 2035 horizon (65% recycling of
municipal waste), and programmes and actions have
been defined for the first five years (2023-2027),
as well as the communication plan to support it.
Preparation of all these documents seeks alignment
with the latest European waste directives. This will
make the Andorran legal framework compatible with
that of neighbouring countries. For example, from

January 2023, single-use plastics were prohibited
in Andorra, such as plastic cups, cutlery and straws,
and from 21 October 2023, individual sachets of oll,
vinegar, sauces, coffee, salt, pepper, marmalade and
other similar products. In this way, the Principality
aligns with European directives regulating such
matters (Directive 2019/904 on the reduction of the
impact of certain plastic products on the environment,
focusing on single-use plastics).

As for the waste balance, 173,355 tonnes (t) were
generated in Andorra in 2024: 24% were treated
inside the country and 76% were exported for final
management outside the country. This amount
includes all waste generated in Andorra, such as
household waste (municipal waste and similar waste
from commerce, industry and institutions, including
selective collection) and all waste exported directly by
waste managers to recovery and/or disposal plants.
In comparison with 2023, 21,159 t more waste was
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generated, which represents an increase of 14%, due
to economic dynamism. Not included in this figure is
earth and stone waste from construction, of which
313,126 t were exported for recovery, a figure that
represents an increase of 42% since the previous year.
As for the fractions of municipal waste, municipal solid
waste (MSW) grew only 0.8%, while in the case of
selective collection there was a drop in the quantities
of glass (-8.5%) and an increase in selective collection
of light packaging and paper and cardboard (around
2%-3%) and organic matter (+19.3%). Selective
collection is well-established in Andorra so the rate
of recycling was 49.2% in 2024, similar to the previous
year but far from the target for 2035 (65%). On the
other hand, non-municipal waste generation increased
20%, basically from the production of more rubble
and other waste related to construction.

Specifically, 50,324 t of municipal waste was managed
in 2024 (compared with 49,635 t in 2023), of which
18,054 t were recycled and 31,691 t were recovered
as energy, the process that minimises the volume

of waste through combustion. The rest went for
preparation for reuse or disposal.

As for energy recovery, household waste and waste
treated as municipal waste are processed at the
Waste Treatment Centre (CTR), so that part of
the energy can be recovered through combustion,
in the form of electricity. Moreover, since 2020, part
has also been recovered as heat, which is used in
the new district heating system in Andorra la Vella.
40,875 t of Andorran waste were received at the plant
in 2024, a very similar figure to 2023 (40,176 t). To
this volume must be added the 9,247 t of pre-treated
solid municipal waste from Cerdanya (Spain), under
the central government’s authorisation to import a
maximum of 10,000 t per year, representing 18.6%
of the total waste used by the CTR to recover energy.
The energy recovered from all the waste generated
15,809 MWh of electricity, which was injected into
the FEDA electricity network, and 15,773 MWh of
thermal power, which was injected into the FEDA-
Ecoterm district heating network.

Source: Government of Andorra.

The improvement in economic activity resulted in a fairly general increase in businesses’ investment

needs. By sectors, the investment rate was especially relevant in financial and insurance activities,

as well as in the fields of construction and real estate. Moreover, it also appeared dynamic in other

segments of the service sector, such as professional and administrative activities and wholesale

commerce. On the other hand, in the case of industry, hotels and retail commerce, the investment

effort was notable but of a lower intensity than in 2023.

As for the Harmonised Business Confidence Indicator (HBCI), which has been prepared quarterly

since 2024, to predict the economic trend, confidence in the services sector in the first quarter

of 2025 deteriorated in comparison with the last quarter of 2024 (-5.2%), as in all the economic

sectors, whereas the decline is more modest in comparison with the first quarter of 2024 (-0.2%).

Within the services sector, the subsectors that show a more positive year-on-year trend are
hotels and catering (+18.2%), real estate activities (+11.6%) and transport and storage (+8.3%). In
contrast, the most negative performances year on year were in financial and insurance activities

(-10.8%) and professional and administrative activities (-8%).

1. Commerce

Commerce is one of the pillars of the Andorran economy, despite losing ground against other

sectors in recent years, such as real estate and business services. The commercial sector
represents 16.1% of GVA (2023) and 21.1% of employment (2024) - less than the 26.7% of the

labour market it represented in 2005.




This loss of economic importance is related to the process of transformation that has been

occurring for years in retail commerce in practically all developed countries, for mainly two

reasons. On the one hand, the structural change in the behaviour of consumers who, with the

same budget, value an experience (sleeping in a hotel or going to a restaurant) much more than

buying products. On the other hand, the rapid growth in e-commerce, which accelerated due

to the pandemic. Finally, other factors specific to Andorra must be added, such as the loss of

product price differentials, the lower instance of commerce in tourist spending and the lower

purchasing power of the average client.

In 2024, the retail sector continued the trend of very weak growth that is less dynamic than in

the other economic sectors.

After two consecutive years of increases in
the number of employees in the retail sector, it
fell 1.8% in 2024 to 5,289 employees. Despite
this fall in employment, there was a 3.6% rise

Box 12.2
THE STRATEGIC PLAN FOR COMMERCE

To meet all these challenges faced by the retail sector,
the Andorran government presented the Strategic
Plan for Commerce in January 2022, continuing on
the Strategic Plan for Shopping Tourism presented
in 2016, 46% of which was achieved. Among these
initiatives were notably aspects such as making the
urban area peaceful, merging commercial associations,
creating the brand The Shopping Mile, and working
on the commercial model of some parishes. The 2022
Strategic Plan for Commerce identifies as major areas
for action: improving competitiveness; innovation and
digitalisation, and the creation and promotion of a
shopping experience, to develop trading conditions
and access new markets and new clients. This plan also
approaches other challenges, such as attracting new
brands, sustainability and improving communication.

The operational plan approved in 2023 to
implement the Strategic Plan, aims to design joint
communication and promotion actions to position
Andorran commerce as an element of attraction in
itself (not complementary). Now, this establishes the
importance of creating synergies between activities
related to commerce, such as leisure, cuisine or sport.

Among the actions taken are notably the presentation,
in May 2024, of Shop in Andorra, the new commercial
brand designed to add value to the experience of

In 2024, the number of employees
in the retail sector fell 1.8% but the
number of establishments increased.

shopping in this country. For this purpose, one of the
actions to be carried out within the framework of
the new plan is the creation of a special training
programme for the retail sector. On the other hand,
with the aim of developing an annual meeting point
for the sector, the Shop in Andorra Shopping Experts
Forum was created, a space for debate and analysis
of shopping trends, with the participation of local and
international talent. Finally, in keeping with this plan
to promote local commerce and attract visitors, a new
edition of the Shop in Andorra Festival was held from
8-24 November, a proposal that combines shopping,
music, gastronomy and leisure activities for all ages.

Another initiative arising from the Plan is the
collaboration agreement signed by the Chamber
of Commerce, Industry and Services with Andorra
Turisme in June 2024, to develop the Commerce
Observatory. Led by the Chamber, its main functions
are to analyse the data collected in order to identify
trends, opportunities and challenges in retail commerce
in this country. Moreover, reports are prepared, based
on the collected data, to be circulated to businesses,
public bodies and other stakeholders, to help them
make informed decisions. The Commerce Observatory
also provides constant monitoring of the progress in
the trends in the retail sector, contributing to a better
understanding of and adaptation to market dynamics.
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BUSINESS ACTIVITY - RETAIL TRADE
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Source: Chamber of Commerce, Industry and Services of Andorra.

remains very moderate and below

in the average wage, slightly less than the rise in the average wage in the economy (+5.4%),
reaching €2,054. These labour market data are complemented by a rise in the number of retail
establishments, which reached 1,468 (thirteen more than in 2023), a higher figure than before the
pandemic. As for the overall commercial sector - wholesale and retail - the number of businesses
also grew to reach 2,283 in 2024, 84% of which have between one and five employees.

Despite the increase in the number of establishments, electricity consumption in the commercial
distribution sector practically stabilised (+0.5%, using FEDA data), which could be explained by the
electricity saving measures put in place. Another benchmark indicator for analysing the trend in
commerce is imports of goods, because most products sold in Andorran commerce are imported.
The value of imports into the country fell 0.4% in 2024.

Growth in retail commerce The Chamber’s Business Climate Survey data
show that retail commerce was supported by
consumption, which remained resilient, thanks
the average fOF the economy. to the dynamism in employment and the modest
recovery in household purchasing power, and
also the good results from tourism, although activity rates are still fairly modest, close to stagnating

and below the average of the economy.

By type of commerce, the turnover in retail Turnover in retail remains stable
remained fairly stable in the second half of

2024, compared with one year earlier, although u W
uneven results can be seen by branches. Year and “other commerce’.
on year, note the more positive dynamic in the
subsector “other commerce”, especially the branch of household equipment, which managed to
surpass the levels of sales achieved one year earlier. In contrast, the only branches of commerce
that indicated a year-on-year downturn in turnover were clothing and footwear and, more
importantly, large retailers, where three in four stores indicated that they has suffered a decline

since the previous year.

For 2024 as a whole, turnover in the whole commercial sector grew 1.3%, driven by the increase
seen in wholesale commerce (+2.3%) and retail commerce (+1.3%), while turnover in vehicle sales

Chart 12.3

but increases in household equipment
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and repair establishments shrank (-0.9%). Equally, investment grew at a good pace (+3.8%) and in a
generalised manner in both retail and wholesale, and also in vehicle sales and repair establishments.

The main factors limiting business activity are still rising prices of products and supplies, indicated

by 58% of retailers, and increased operating costs, which concern 49% of businesses. Following
these are other significant obstacles, such as problems with transport and the shortage of qualified

BUSINESSES’ OPINION OF DEVELOPMENTS IN COMMERCE (% OF BUSINESSES)

2024 Sales Volume of Trend in Trend in
(compared with the previous year / predicted for the following year) figures investment sales figures investment
G-Total commerce Increased / will increase 32 23 37 25
Was similar / will stay the same 46 71 53 63
Decreased / will decrease 23 5 10 12
Balance 9 18 27 13
Variation (%) 1.3 3.8 - -
G-45 Vehicle sales Increased / will increase 23 15 37 19
and repairs Was similar / will stay the same 54 82 44 69
Decreased / will decrease 23 4 19 12
Balance 0 11 18 7
Variation (%) -0.9 3.0 - -
G-46 Wholesale commerce Increased / will increase 34 29 45 32
Was similar / will stay the same 47 68 50 59
Decreased / will decrease 19 8 5 10
Balance 15 26 40 22
Variation (%) 2.3 5.2 - -
G-47 Retail commerce Increased / will increase 32 23 34 23
Was similar / will stay the same 44 71 56 63
Decreased / will decrease 24 6 11 14
Balance 8 17 23 9
Variation (%) 1.3 3.5 - -

Source: Chamber of Commerce, Industry and Services of Andorra.
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)

Andorran economy: developments in the main sectors | Xll. Services



Andorran economy: developments in the main sectors | Xll. Services

staff, with an incidence of 40% and 38%, respectively. Finally, weak demand lost importance
between the first and the second half of the year, although it still concerns 30% of retailers.

Retailers’ views about the first half of 2025 improve in relation to business activity, while businesses
also trust that sales figures will progressively recover, although very gradually. Moderating prices
and better financing conditions, in combination with a labour market that is expected to continue
to be dynamic, are elements that could help to boost consumer confidence despite the current
scenario of high global uncertainty.

2. Financial system

The sector of financial and insurance activities, with the banking system at its core, represents
13.4% of Andorran GVA, according to 2023 data. In the last two years, its percentage of the
economy has decreased (it was 13.8% in 2021) because the other economic sectors have grown
more, having been more heavily impacted by the pandemic than the financial sector.

Financial and insurance activities are an important sector of the economy in terms of GVA and
also in terms of employment - they represented 3.8% of total employees in 2024. The main
business areas in the financial sector are private banking and asset management; retail banking,
both for individuals and for businesses, and insurance. The contribution to employment from the
financial sector holds a special significance in terms of wages and the wage bill in the economy,
making the average GVA per worker in the financial sector three times higher than the average
for the Andorran economy.

In the last decade, the banking sector has addressed constant changes in regulations in order
to adapt to international standards, both on tax transparency and in the sphere of combatting
money laundering and terrorism financing, payment methods, and bank regulation in general.
Moreover, the core of the Andorran financial system, which is the banks, has joined together
into three banking groups - Andbank, MoraBanc and Creand Credit Andorra. The processes of
merging the Andorran Banks, which occurred in 2022* and the increase in the average size of the
institutions result in a more efficient, more internationally competitive system, with better
customer response capability. This constant adaptation of the banking model, both in terms of
regulations and the digital transformation,

requires the sector to have new professional The average GVA per worker

profiles in order to remain competitive. Note in the ﬁnancial system is three
on the digital transformation and that mobile times higher than the average
app users have increased 20% in 2024. GVA in the Andorran economy.

that the sector spends more than 6% of profits

The number of employees in Andorran banks overall was 2,830 in 2024 (2,616 in 2023), of which
1,202 work in Andorra (1,231 in 2023), divided between the 32 bank branches in the Principality.
Andorran banks have a presence in eleven countries over four continents.

Speaking of the financial system as a whole, the number of employees increased from 1,696 in
2023 to 1,715 in 2024, 1.1% more. The average wage, which is the highest of all the sectors

4 2022 was the year of the acquisitions of BancSabadell d’Andorra by MoraBanc and Vall Banc by Creand Crédit Andorrd. On the
one hand, MoraBanc acquired 50.97% of the share capital of BancSabadell d’Andorra, which was renamed BSABanc, for €68 million,
and an offer to buy the shares of minority shareholders was made in 2022 in order to complete the merger at the end of 2022. On
the other hand, Creand Credit Andorra formalised its acquisition of 100% of Vall Banc, SA on 11 February 2022.




NUMBER OF EMPLOYEES AND NUMBER
OF BRANCHES IN THE BANKING SECTOR

in the Andorran economy and is over €5,000, increased by 3.5% in 2024 to reach €5,124. As for
the business network, there are 203 establishments, one more than in the previous year, and 124
businesses, four less than in 2023.

The Andorran banks increase their yearly In 2024, the banking sector ended with
profits by 7.3% and maintain their good

aggregate profits of €174.6 million, 7.3% more
. . than in the previous year (€162.7 million in
solvency and proﬁtablhty ratios. 2023), and a volume of clients’ assets under
management of €91,090 million, 22.8% higher
than in 2023 (€74,187 million). This growth
was basically driven by the increase in income

from interest rates and a solid capacity to adapt

Andbank Group 1,367 1,435 7

Table 12.4

the business model of the three entities to the
ANDORRA ANDORRA K diti d the digitalisati
AND ABROAD new market conditions and the digitalisation
Number of employees Number of branches required by clients.

7

Lending in Andorra reached the figure of
€5,000 million, representing an increase of 6%

MoraBanc Group 453 572 14 14 in comparison with the 2023 figure. Part of this
Creand Group 796 823 11 11 lending was through mortgages - specifically,
2,616 2,830 32 32 the formalisation of 769 new mortgages for a

total of €412 million - and loans to businesses

Source: Andorran Banking and annual reports from the banks.

and individuals - which reached €635 million,
less than the €707 million in 2023.

In a context of falling interest rates from the second half of 2024, the banks’ business model has
shown resilience and sustainability. On the one hand, the three banks together present a return
on equity (ROE) of 11.1%, in line with the average return of European banks in the same period,
and an increase since 2023 (+10.8%). The return on assets (ROA) remained stable around 0.88%,
but is higher than the European average (0.73%).

On the other hand, Andorran banks remain sound with strong capitalisation, with a CET1 (phase-
in) solvency ratio of 16.8% on 31 December 2024, very similar to the previous year, when it was
17%, and slightly above the European banks average, which is 16% according to data from the EBA
(European Banking Authority). This ratio shows the conservative nature of the Andorran banking
sector, one of its principal characteristics and reflected in high levels of solvency and liquidity.

In fact, the liquidity coverage ratio (LCR) is 278.2%, also higher than the European banks average,
which was 163% at the end of the last quarter of 2024, and above the 228% recorded in Andorra
in 2023. Finally, the default rate continued to descend to 1.8% at the end of 2024, which is similar
to that of the EU.

Overall, the figures confirm the resilience of the banking sector to the tensions suffered in
recent years and the culmination of the corporate transactions. The continued adaptation to
international banking regulations puts Andorran banks at the same level as any other European
bank in terms of prudential supervision, regulatory compliance, transparency and cooperation.
Moreover, the country is in the final stage of approval of the Association Agreement with
the EU, which should provide further opportunities for Andorran banks. Remember than on 12
December 2023, the negotiations were finalised for the Association Agreement between the EU
and Andorra. The decision from the Council of Europe on the legal nature of the Agreement is
expected in summer 2025, with the binding referendum to be held in Andorra in the autumn.
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Andorra has already signed 21 AGGREGATE DATA FOR THE

double taxation agreements. AP BANSS

Thousands of euros 2023 2024

Andorra has Tax Information Exchange Total assets 18,737,565 21,091,780
Agreements (TIEA) with 24 countries; the Gross lending 7,427,919 7,822,717
last was signed with Italy in 2015. For years Assets under management 74,186,696 91,089,849
the exchange of tax information has been SAnib] o) 162,739 174,618
covered by the DTAs and MAC (multilateral). ROE 10.80% 11.11%
In this respect, the Principality has signed ROA 0.89% 0.88%
agreerT\ents with 21 countries in recent years, ffﬁc'letnc'y ratio o) 63.05% 61.61%
to avoid double taxation (DTAS), on income tax coRtolicOMElaue

o) o)
and corporate tax, to prevent tax evasion. el 2.15% 1.80%
In 2024, it signed agreements with Lithuania, g2 S Lralens 17.00% 16.79%*

. i ) (regulatory)

Latvia, Romania and Montenegro, and in Ut o

February 2025 with the United Kingdom. (liquidity coverage ratio)

228.33% 278.16%**

These join the sixteen others with which
* European banks average according to EBA data: 16.00%.

Andorra already signed a DTA: France, Spain, ** European banks average according to EBA data: 163.00%.

Luxembourg, Liechtenstein, Portugal, the UAE, Source: Andorran Banking from the annual reports of the banks.
Malta, Cyprus, San Marino, Hungary, Croatia,

the Czech Republic, the Principality of Monaco,

Iceland, the Republic of Korea and the Netherlands. Currently, Andorra is pending the formal
signature of the agreement with Estonia, and is holding negotiations with Austria and Germany

to expand this network.

It is also important to remember that in 2020, Andorra became the 190th member of the
International Monetary Fund (IMF), bringing it credibility and improving the country’s rating,
offering a safety net in extreme circumstances where there is a lack of funding in the market, and
providing the support of specialist expert advisers in areas as diverse as macroeconomic statistics
and financial supervision.

In the IMF’s declaration, published in April 2025, the body highlighted the strength of the Andorran
banking sector, with high capital and liquidity ratios and a model focused on international business.
It also highlights that the progressive activation of a countercyclical capital buffer is considered
a suitable measure to boost the resilience of the system in a context of high profitability. The
report assesses the Association Agreement with the EU positively, and if it is ratified, the IMF
believes that it could promote economic diversification, favour investment and facilitate access to
the single market. The Agreement anticipates a transition period of fifteen years for the financial
sector and therefore recommends good preparation for this transition, managing opportunities
and associated risks, and continuing to progress towards the regulatory equivalence of the EU in
matters of financial services.

As for Andorra’s sovereign rating, the rating agency Standard & Poor’s (S&P), in its publication in
May 2025, maintains this at A-/A-2 and revised the outlook from positive to stable. The agency
justifies this change through the delay in the process of approving the Association Agreement and
therefore, the materialisation of the expected

economic benefits. On the other hand, it rates The rating agencies maintain

ositively Andorra’s strong economic growth, .
positvey A § cconomic grow Andorra’s rating as stable.
solid public finances, clear position as a foreign

creditor and moderate level of public debt.
Moreover, Andorra maintains a net assets position, with strengthened international reserves that
currently represent 12% of GDP. Standard & Poor’s also considers that the global economic risks,

Table 12.5



AGGREGATE - CONSOLIDATED BALANCE SHEETS OF ANDORRAN BANKS (thousands of euros)

2024 2023*

ASSETS

Cash, cash balances at central banks and other demand deposits 4,926,646 3,162,392
Financial assets held for trading 441,221 350,061
S;in:rzzlnagtfit; innoctokr:r:e(lad for trading that must be valued at fair value 405,842 388,964
Financial assets at fair value with changes in the income statement 292,752 264,217
Financial assets at fair value with changes in the other comprehensive income 769,239 1,009,469
Financial assets at amortised cost 12,393,834 11,812,153
Derivatives - Hedge accounting 18,990 34,125
Changes in the fair value of hedging elements of a portfolio with interest risk hedging (1,813) (7,408)
Investments in jointly-controlled businesses and associates 100,928 97,738
Assets covered under insurance and reinsurance contracts 52,402 45,050
Tangible assets 471,404 446,539
Intangible assets 411,148 358,256
Tax assets 48,985 55,522
Other assets 203,220 154,485
Non-current assets & disposal groups classified as held for sale 556,982 566,002
TOTAL ASSETS 21,091,780 18,737,565
LIABILITIES

Financial liabilities held for trading 165,399 164,586
Financial liabilities at fair value with changes in the income statement 336,160 345,067
Financial liabilities at amortised cost 17,461,851 15,305,633
Derivatives - Hedge accounting 8,792 1,548
Changes in the fair value of hedging elements of a portfolio with interest risk hedging 11,087 18,101
Liabilities covered under insurance and reinsurance contracts 569,150 530,827
Provisions 62,626 52,192
Tax liabilities 43,814 33,391
Other liabilities 232,271 223,111
Liabilities in groups of disposable items held for sale 385,664 366,586
TOTAL LIABILITIES 19,276,814 17,041,042
NET EQUITY

Capital 189,931 190,565
Issue premium 122,304 122,304
Issued equity instruments other than capital 65,050 49,050
Other cumulative global profit/loss (52,385) (52,230)
Accumulated earnings 832,445 804,360
Revaluation reserves = =
Other reserves 437,653 379,278
Own shares (-) (540) (2,307)
Profit or loss attributable to owners of the Parent 174,618 162,739
Interim dividend (-) - -
Shareholders’ equity 1,769,076 1,653,759
Minority interests 45,890 42,764
TOTAL NET EQUITY 1,814,966 1,696,523
TOTAL LIABILITIES AND NET EQUITY 21,091,780 18,737,565

* The figures for 2023 are given for comparative purposes only.

Source: Andorran Banking from the annual reports of the banks.

such as the trade tensions between the USA and the EU, could indirectly affect Andorra through

its connections to Spain and France. All in all, it underlines that these factors are offset by the

soundness of the public finances and robust foreign position of the Principality.

Table 12.6
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AGGREGATE - CONSOLIDATED PROFIT AND LOSS ACCOUNTS OF ANDORRAN BANKS [N
i
(thousands of euros) o
ﬁ
% variation
2024 2023* 2024/2023
Interest income 614,677 480,004 28.06%
Interest expenses (306,840) (173,985) 76.36%
Dividend income 954 1,205 (20.83%)
INTEREST MARGIN 308,791 307,224 0.51%
Commissions earned 451,596 418,071 8.02%
Commissions paid (150,370) (131,129) 14.67%
BASE MARGIN 610,017 594,166 2.67%
Gains or losses on Qerecognl.tlon of flnan'azjll assets and liabilities 397 624 (47.60%)
not measured at fair value with changes in income (net)
Profit or loss from entities valued by the equity method 279 229 21.83%
Profit or loss from financial transactions 69,107 51,435 34.36%
Profit or loss on assets and liabilities covered under insurance ) B .
and reinsurance contracts
Other operating income 25,693 12,463 106.15%
Other operating expenses (8,995) (14,378) (37.44%)
Other ingome and expenses from assets and liabilities 4,139 5,296 (21.85%)
used for insurance or reinsurance contracts
OPERATING PROFIT OR LOSS (NET) 700,567 649,835 7.81%
Administrative expenses (431,596) (409,731) 5.34%
Staff costs (251,426) (246,361) 2.06%
Other general administrative expenses (180,170) (163,370) 10.28%
Amortisation (62,418) (59,805) 4.37%
Provisions funded (net) (17,643) (850) N/A
Net i.mpairmer'\t of financigl asseifs not recognised 17,787 13277 33.97%
at fair value with changes in profit and loss
Net impairment of investments in joint ventures or associates (43) 36 (219.44%)
Net impairment of non-financial assets (815) (4,690) (82.62%)
Negative goodwill recognised in profit or loss - - -
.Share of the profit or Ios.s of investments in subsidiaries, 4233 (1,447) (392.54%)
joint ventures and associates
Profit or loss from non-current assets and disposal groups classified 5
as held for sale not admissible as discontinued operations (6,087) (2,086 et
PROFIT OR LOSS BEFORE TAX 203,985 184,539 10.54%
Corporate tax (26,003) (21,243) 22.41%
PROFIT OR LOSS FOR THE YEAR 5
FROM CONTINUING OPERATIONS A S e
Profit or loss from discontinued operations (net) (29) (25) 16.00%
PROFIT/(LOSS) FOR THE YEAR 177,953 163,271 8.99%
Attributable to owners of the parent entity 174,618 162,739 7.30%
Attributable to minority interests 3,335 532 L 526.88% )

* The figures for 2023 are given for comparative purposes only.

Source: Andorran Banking from the annual reports of the banks.

In relation to the latest assessment by Fitch Ratings, published in April 2025, the agency
maintained Andorra’s rating as A- long term, F2 short term and with a stable outlook. According
to the agency, Andorra maintains strong structural foundations, with per capita GDP and
governance indicators that beat the average of countries with the same rating. Fiscal discipline
and macroeconomic stability have been key to maintaining this rating, backed by rigorous
management of the public debt, which remains below the average of the A-rated countries.




In relation to the last assessment by Moody’s agency in July 2025, the long-term rating was
confirmed as Baal, with a stable outlook. According to the report, this rating is based on solid
growth with a high level of per capita income and robust institutional framework and governance,
which offset the structural limitations arising from the small size of the country. For the future,
Moody's considers continued structural reforms as essential, especially in the areas of pensions
and health, to guarantee long-term sustainability in the face of demographic challenges. Equally,
the agency indicates that the Association Agreement with the EU could bring more economic
growth and potential future upgrades to the country’s rating.

3. Tourism

In 2023 (latest available data) the hotels and catering sector represented 7.1% of Andorran
GVA, a lower figure than the 8.3% it represented in 2019, before the health crisis. Although
the direct influence of tourism on GDP is not very high, its indirect impact is much higher, as
it strongly influences other sectors, such as commerce and leisure and sports activities, which
greatly depend on foreign visitors.

The main indicators related to tourism - overnight stays, hotel occupancy, entries of visitors,
etc. - continues to show very positive figures that have led to historic levels, despite more
moderate growth, which was to be expected

after the strong expansion in recent years. The tourism sector continues to grow

The solid demand in the sector is based on the .
. . ) ‘ in 2024 but at a more moderate pace.
good behaviour of proximity tourism, which

was backed by a dynamic Spanish market and ‘/@
a significant revival among French tourists. = '
Moreover, note the important boost from more (-lr:nRilEli';lr?s)IN TOURISTS 2015-2024 g
distant markets, which have continued to see E
O
record influx levels. i
o] 405 417
The number of tourists (staying if, ,gp 300 304 309
overnight in the country) grows 3% and 25 2%
reaches a new record of 4.17 million. ig

1.0+

In 2024, the number of visitors grew 3%, a more gg*

moderate increase than in the three previous 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
years (+11.2% in 2023, +55.4% in 2022 and

+4.1% in 2021). So, the number of visitors
reached 9.65 million and already outstrips the

Source: Department of Statistics.

2019 figure (8.2 million) by 17.1%. By type of visit, the variation rates in 2024 were the same for
both tourists and same-day visitors (+3%). On the one hand, the number of tourists, who stay at
least one night in the country, saw a historic high of 4,167,614. On the other hand, the number of
same-day visitors, who only spend a day in the country without staying the night, was 5,479,042.

As for nationalities, the numbers of Spanish The number ofSpanish tourists falls,
) o .
tourists fell 0.8%, while the number of French hile the numbers Of French and

increased 5.9%. Especially notable is the strong h . lities i
increase in tourism by other nationalities, which other nationalities increase.

grew 12.5% to represent 22% of the total. Due
to this trend, the percentages of both Spanish and French tourists among total tourists to Andorra
fell to 60.8% and 17.4%, respectively.
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In the case of same-day visitors, the trends by nationality were similar. On the one hand, the
number of Spanish fell 0.3%, while the French increased 3.1% and other countries by 13.6%. In this
case, French is still the main nationality for same-day visitors, with 59.7% of the total, compared
with 30.4% for the Spanish. Note that the French market is characterised by a remarkably high
level of seasonality, with a predominance of same-day visitors in the summer, especially August.
In contrast, the behaviour of Spanish visitors is clearly different as there is a notably high influx in
August, but at levels that are comparable to other times of the year, such as the skiing months and
secondarily, Easter Week.

The final balance by nationalities shows an uneven trend. The number of Spanish visitors fell
(-0.6%) while French visitors rose (+3.6%). Nevertheless, the Spanish continue to still slightly
outnumber the French in relation to the total number of visitors, as is usual.

TOTAL VISITORS BY NATIONALITY

% variation % total
2024/2023 2024

Total visitors Spanish 4,224,978 4,198,788 -0.6 43.5
French 3,856,501 3,996,088 3.6 414

Others 1,286,217 1,451,780 12.9 15.0

Tourists Spanish 2,557,078 2,535,745 -0.8 60.8
French 684,272 724,433 5.9 174

Others 806,835 907,436 12.5 21.8

Same-day visitors Spanish 1,667,900 1,663,043 058 30.4
French 3,172,229 3,271,655 3.1 59.7

Others 479,382 544,344 13.6 9.9

TOTAL VISITORS 9,367,696 9,646,656 3.0 100

Source: Department of Statistics.

The increase in the number of tourists was The number Of overnight stays

accompanied by 1.8% growth in overnight hi opre
iev recor. 12 million.
stays (going from 11.8 million in 2023 to 12.0 achieves a record Of 0

million in 2024). As a result of these increases

in the number of tourists and overnight stays, the average overnight remained practically the
same as in the previous year (2.88 days). The number of overnight stays increased in all types
of accommodation except aparthotels and housing of friends or family, own housing or others.
The increase was 3.1% in hotels, 33% in holiday apartments, 25% in campsites and 29% in housing
used for tourism. Hotels are the category with the greatest number of overnight stays, 58% of
the total, while aparthotels only represent 1.6%, holiday apartments 3.4% and housing used for
tourism 10.7%.

The positive trend in tourism was accompanied by moderate growth in employment in the
hotel sector, while the number of businesses and establishments remained fairly stable.
Specifically, the number of employees increased 1.8% to 5,516, the highest figure since 2006.
This dynamism in the sector in recent years has made it difficult for businesses to find staff and
has led to wage rises above the rate of inflation (+5%). The number of catering establishments
remained stable at 675, and accommodation establishments around 364. The number of hotel

and catering businesses, on the other hand,

The number of emp’oyees in the hote’ was also almost stable at 8922. In line with the

sector increases 1.8%, while the number

growth in tourism, electricity consumption
(only FEDA data) increased 2.6% in hotels and

OfeStab"ShmentS stabilises. catering, and 5.3% in the ski resorts.

Table 12.8



As for tourist accommodation, there were

NUMBER OF TOURIST ACCOMMODATION B 519 estaplishments in 2024 (218 in 2023),
BEDS BY TYPE é and 30,293 beds (1.1% less than the previous
s verttEn O3]l year). The 219 establishments consist of 163

EEE) 223 2024/2023 2024 hotels, 15 aparthotels, 8 hostals/residéncies, 4

Hotel 26127 25832 | -11 85.3 pensions and 29 holiday apartment buildings.
Hostal / residencia 243 251 23 0.8 Furthermore, there are another 162 classified
Pensié 139 139 0.0 0.5 as tourist accommodation, notably 108
Aparthotel 1998 1,738 | -13.0 5.7 companies managing housing used for tourism
Holiday apartment 2,134 2,333 9.3 77 (EGHUT), 28 mountain huts, 5 campsites, 1
Total 30,641 30,293 | -1.1 100 ) camping area, 1 summer camp, 5 hostels and

14 rural accommodation.

Source: Department of Tourism / Department of Statistics.

The changes in numbers of accommodation

The supply Of tourist accommodation by type in 2024 since the previous year are:

remains stable. 2 h.otels and 1 apartho‘Fel less, and 4 more
holiday apartment buildings. The number of
hotel beds fell in a similar proportion to hotel
establishments, so the average number of beds per hotel remained stable at 158. 85% of the total
supply of beds by type of establishment is concentrated in hotels (25,832 in 2024). The number
of beds in aparthotels reached 1,738, with 2,333 beds in holiday apartments. Among the other
types of accommodation are predominantly beds in housing used for tourism, with 12,621 in

2024 (0.9% less than in 2023).

Considering the accommodation supply (beds) per parish, it is highly concentrated in parishes
considered to be at the “foot of the slopes” (Encamp 19%, Canillo 22% and La Massana 16%),
and also in the central parishes (Andorra la Vella 19% and Escaldes-Engordany 16%). In Sant
Julia de Loria (2.8%) and Ordino (5.8%), despite having important infrastructures, the distance
between the town centres and the installations reduces the “foot of the slopes” effect. In 2024,
the number of beds decreased in most parishes, except in Ordino and Escaldes-Engordany.
As for the number of establishments, there were few changes: only increasing by one unit in
Ordino and La Massana, and decreasing, also by one unit, in Sant Julia de Loria. The quantity of
tourist accommodation remained stable in the other parishes.

TOURIST ACCOMMODATION SUPPLY BY PARISHES

2023 2024 % variation 2024/2023 % total 2024

Establishments Beds Establishments Beds Establishments Beds Establishments Beds
Canillo 43 6,685 43 6,560 0.0 -1.9 19.6 21.7
Encamp 51 5,842 51 5,790 0.0 -0.9 23.3 19.1
Ordino 22 1,711 23 1,768 4.5 3.3 10.5 5.8
La Massana 33 4,832 34 4,818 3.0 -0.3 15.5 15.9
Andorra la Vella 33 5,995 33 5,705 0.0 -4.8 15.1 18.8
Sant Julia de Loria 9 906 8 856 -11.1 -5.5 3.7 2.8
Escaldes-Engordany 27 4,670 27 4,796 0.0 2.7 12.3 15.8
Total 218 30,641 219 30,293 L 0.5 -1.1 JAS 100 100 )

Note: Data on 31 December of the relevant year.

Source: Department of Tourism / Department of Statistics.

Table 12.10
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TREND IN THE NUMBER OF BEDS 3 PASSES/DAY SOLD PER SEASON
BY TOURIST ACCOMMODATION E
CATEGORY &
Ski days Interannual
16,000 _ Season (Passes/day sold) variation (%)
14,000 | 13,546 13,322 2000 - 2001 2,255,650 =
12,000 | 10,492 10,756 2001 - 2002 2,482,000 10.0
10,000 | 2002 - 2003 2,458,000 -1.0
8,000 2003 - 2004 2,519,333 2.5
6,000 _| 2004 - 2005 2,554,000 1.4
4,106
4,000 | * 3,750 _ -
d 2,497 2,465 2005 - 2006 2,528,000 1.0
2,000 | 2006 - 2007 1,892,990 -25.1
0 2007 - 2008 2,282,000 20.6
1* and 2* 3* 4* 5*
2008 - 2009 2,342,427 2.6
©2023 @ 2024 2009 - 2010 2,331,105 -0.5
Source: Department of Tourism / Department of Statistics. 2010 - 2011 2,214,342 -5.0
2011 - 2012 1,994,028 -9.9
2012 - 2013 2,181,533 9.4
The total number of beds falls 2013 - 2014 2,356,664 8.0
despite increases in the 1-star 2014 - 2015 2,344,876 05
. 2015 - 2016 2,447,112 4.4
and 3-star categories. 2016 - 2017 2,480,000 1.3
2017 - 2018 2,514,049 1.4
As for the categories of tourist accommodation, 2018 - 2019 2,438,148 -3.0
all categories reduced the number of beds in 28;2_ 2(())22 25021222 822
2024, except 1-star and 3-stars. The number B ’ e
¢ beds included in the high ¢ 4 2021 - 2022 2,362,482 676.0
of beds included in the higher category ( 2022 - 2023 2.364.359 01
and 5 stars) represent 52% of beds offered in 2023 - 2024 2230.604 57
2024, the same percentage as in the previous 2024 - 2025 2320786 4.0

year. The percentage of beds offered in lower
categories (1 and 2 stars) fell from 13% in 2023
to 12% in 2024, due to a major reduction in the
2-star category, while 3-star establishments
have gained to become 36% of the total.

With reference to skiing, the number of passes
sold (ski days) and days that ski resorts are
open are good indicators for calculating activity

(*) Early closure of ski resorts on 14 March due to Covid-19,
meant 30 less operating days.
Note: estimated 20 days use per pass for seasonal passes.

Source: Ski Andorra.

The number of ski days in the
2024-2025 season increases 4%.

linked to skiing during the winter months. Specifically, the third winter season with all ski resorts in
Andorra under the Grandvalira Resorts brand closed with 2,320,786 ski days sold, 4% more than
in the 2023-2024 season. These were very satisfactory figures given that the expected opening
date on 30 November was postponed until 8 December, after the long weekend of the feast of
Purissima, due to weak snowfalls, but when winter did arrive these were more regular and more
abundant than in the previous season. This season ended on 20 April, with Easter Week falling
late this year.

This helped for positive results from all three Grandvalira ski resorts. On the one hand, Grandvalira
increased its ski days sold by 2.9% compared with the previous season. For its part, Pal Arinsal was
the resort that saw the greatest growth from the previous winter, increasing 11.8%. Meanwhile,
Ordino Arcalis achieved its second best season ever, only 0.9% below 2023-2024, when it had
seen record figures.

This increase in the numbers of ski days confirms the ranking of the Andorran slopes as a first-
class destination, guaranteeing snow and with a range of complementary activities, leisure, apres-ski

Table 12.11



and restaurants, thanks to the investments carried out in recent years. In this respect, the rate
of investment in improving equipment and installations remained high in 2024, at €20.9 million
(€35.4 M in 2023, €17.5 M in 2022, €11.2 M in 2021 and €16 M in 2019). These investments
were mainly allocated to improvements in the snowmaking network and improving sustainability
and environmental measures.

As for the markets, the greatest volume is proximity tourism from Spain, with 54% of the total.
Note also the good behaviour of the British and Irish markets, which still account for an important
part of the foreign visitors, ahead of France.

As for international competitions, the Andorran resorts were the venue in 2024 for two men’s
European Cup slaloms at Grandvalira; the 14th ISMF Ski Mountaineering World Cup at Pal Arinsal,
and the Borrufa Trophy and Jam Extreme Freeride World Tour at Arcalis.

2024 was a good year for Caldea spa. Total revenue reached a record €22.4 million, exceeding the
€21.2 million in 2023. Profits were €1.76 million (similar to the 1.8 in the previous year), a figure
that triples that of 2019 (€650,000). Almost 400,000 clients visited the thermal waters, only
4.1% fewer than in 2023, when it achieved a record. The main factor contributing to increased
turnover at Caldea was the rise in the average ticket price (+5%), sales of complementary services -

especially treatments, which grew by nearly 20%

Ca’dea increases its revenue and - and consolidated Ieadership of the Sports Club

maintains hlgh proﬁts. designed for residents of And'orra. Moreover,
there was a double celebration in 2024: Caldea’s

thirtieth anniversary and commencement of
the strategic plan to transform the business and modernise the building, converting Caldea into
aresort. The roadmap plans a review of the brand strategy and business model to adapt it to the
latest generations and add a new line of business: the hotel located in the spire, to be completed
in 2026.

The Ice Palace showed a notable increase in turnover in 2024, after the decrease in the previous
year, but profits did not rise because expenditure also rose significantly. Specifically, operating
income grew 60% to €1.5 million, while operating costs rose 49% and reached €3.2 million. As a
result, 2024 closed with a deficit of €1.6 million, larger than the €1.2 million in 2023. On the other
hand, the percentage of self-financing rose from 45% to 48% (of every €100 spent by the Ice
Palace, 48 were paid from generated revenue). To attract new visitors and make the installation
profitable, the Ice Palace is making major investments, mainly to increase energy efficiency and
convert the swimming poolinto an aquatic park. In 2024, €2.2 million were allocated to investment.

Naturland, the ecological theme park at Camp Naturland continues efforts to offer
an attractive, sustainable product.

de la Rabassa, saw fewer visitors in 2024 but
maintained financial equilibrium. Camprabassa
ended 2024 with turnover of nearly €4.4
million, representing 13% less than the previous year. Despite this decline in revenue, the company
managed to maintain financial equilibrium thanks to a policy of contained expenditure, which fell
7%, enabling a positive EBITDA (earnings before interest, taxes, depreciation and amortisation)
of close to €80,000. On the other hand, it allocated €400,000 to investment in the maintenance of
the installations. In 2024, the summer season was good but not as good as the previous year,
with the Aventura ticket as the main product (a ticket that allows various activities throughout
the day), as well as the Aventura+ (which includes access to N'Boscat and Forestline). In total,
there were 40,425 visits (48,729 in 2023). Remember that the summer season represents a little
more than half of the turnover for the whole year. The winter season at Naturland saw good
snow conditions, allowing it to recover the levels of turnover of the 2022-2023 season, after the
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BUSINESS ACTIVITY - ACCOMMODATION SERVICES

Balance
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Note: The results from the half year January-June 2024 are not strictly comparable to those in the historical series, due to a variation in the
formulation of the question, which may have caused a bias in the responses.

Balance: Difference between opposing responses (positive and negative), as a percentage.

Source: Chamber of Commerce, Industry and Services of Andorra.

downturn last year. However, the impact of bad weather at the March weekends and Easter Week
were a crucial factor behind the global downturn in visitors, 18% over the whole winter season,
although there was also a significant increase in the average consumption per visitor, by 18%.

Finally, we must mention that Unnic Andorra, the largest comprehensive leisure centre in the
country, has been visited by more than 480,000 people since its inauguration on 4 March 2023.
In the gambling area, 262,609 clients were recorded; 128,620 people in the Disco, and 71,720
guests among the restaurant areas. As for the origin of the visitors, most are Spanish and French
clients (81%). In the second year of operations (from March 2024 to February 2025), turnover
rose to €10.1 million, 18% higher than in the first year (from March 2023 to February 2024). Of
the revenue in this second year (March 2024 to February 2025), 57% originated in Gran Casino
Andorra and the rest was from sales at restaurants in the venue, the disco and from events.

As for events held in Andorra in 2024 to attract tourism, apart from the above-mentioned
international ski competitions, we would highlight: the Hibernation electronic music festival
(21-24 March); Cirgue de Soleil, which received more than 66,000 spectators with its show Sublim
(6 July = 4 August); the Andorra Mountain Music festival (29 June); the Andorra Taste gastronomic
fair (18-22 September); the e-Sports City Fest Andorra, an amateur electronic sports competition
held from 26-27 July at the Congress Centre in Andorra la Vella, and the fourth Andorra Multisport
Festival, combining several open-air endurance

and adventure sports. The hotel sector presented
positive figures in 2024 and

The results of the Chamber’s business climate . .
remains optimistic about 2025.

surveys show that business activity in the
accommodation services sector (hotels and
other tourist establishments) was generally positive, although overall, a slight decline in the level
of optimism is detected since the previous year.

In parallel, the global sales figures for the sector of hotels and catering (accommodation and
restaurant services) increased 2.5% in 2024. In this respect, the good results of the summer season
stand out, with an especially positive August and September, as does the impulse from commercial
events such as the Shop in Andorra Festival in November and the Christmas campaign, which
helped to boost business in the last part of the year. By subsectors, the increase in annual sales
was higher in the sector of food and drink services (+5.7%) than in accommodation services (+1.2%).

Chart 12.7



BUSINESSES" OPINIONS ON DEVELOPMENTS IN THE SECTOR OF HOTELS & CATERING

(% of businesses)
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2024 Sales Volume of Trendin Trendin
(compared with the previous year / predicted for the following year) figures investment sales figures investment
|-Total hotels & catering Increased / will increase 43 30 38 23
Was similar / will stay the same 40 55 53 63
Decreased / will decrease 17 15 9 14
Balance 26 15 29 9
Variation (%) 25 3.6 - -
I-55 Accommodation services Increased / will increase 41 26 41 28
Was similar / will stay the same 45 60 50 57
Decreased / will decrease 14 15 9 15
Balance 27 11 32 13
Variation (%) 1.2 3.6 - -
I-56 Food and drink services Increased / will increase 48 38 B8] 12
Was similar / will stay the same 29 46 58 76
Decreased / will decrease 24 17 8 12
Balance 24 21 25 0
Variation (%) 57 3.7 - -

Source: Chamber of Commerce, Industry and Services of Andorra.

The main factor limiting business activity, according to businesses in the hotel sector, is still rising
prices of products and supplies, with 74% of businesses indicating this as an important obstacle.
Next, although the concern about rising operating costs has slightly diminished, it is still a major
element of pressure, as it still affects 61% of the consulted establishments. To a lesser extent,
transport problems and the shortage of qualified staff, both mentioned by 45% of businesses, also
stand out as significant barriers to developing business. Finally, weak demand has become much
less important, at 35% of the total.

Business expectations appear optimistic for the first half of 2025 and predict that the dynamism in
tourism will continue throughout the coming months. So, businesses in the tourist accommodation
sector expect that the trend in business will continue to be favourable and that sales figures will
tend to increase. On the other hand, they anticipate a slight decline in levels of employment in
the sector.

As for tax, remember that on 1 July 2022, the new tourist accommodation tax (so-called “tourist
tax”) came into force. This tax is charged on stays - by day or fraction - for up to seven nights,
made by taxpayers over the age of 16 in any tourist accommodation regulated by current tourist
accommodation legislation, for an amount of between 1 and 3 euros per person per day, based
on the type of tourist accommodation. Revenue from this tax is allocated to boosting tourism,
with goals that include promoting tourism in the Principality of Andorra, protecting and improving
tourism resources, developing infrastructure and services related to tourism, and training for
people working in sectors related to tourism. In 2024, the second full year of application of
the tax, €6.6 million were collected, 4% more than in the previous year and 84% of the initially
budgeted figure (€7.8 million).

4. Transport and communications

This sector is divided into two branches of activity. The first is transport and storage, representing
2.2% of Andorran GVA (2023), and the second is information and communications, with 3.3%
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of GVA (also in 2023). In terms of employment, the transport branch (including overland and air

transport and related activities, including travel agencies) represents 2.7% of total employees,

with 1,211 workers, and the sector of telecommunications and mail only 0.7%, with 291 people

(2024 data).

The number of employees increases

by 5.8% in the sector of transport, but
falls in the telecommunications branch.

Employment in the sector of transport and
communications increased for the second
consecutive year, to 1,502 employees, 61 more
than in 2023. This increase can be explained
by the branch of transport, with a 5.8% rise

in employees, favoured by the recovery in tourism, while employment in the branch of

telecommunications and mail fell 1.8% (the seventh consecutive year of decline).

Box 12.3

2030 DIGITAL TRANSFORMATION STRATEGY

Andorra’s digital transformation strategy establishes

the following six goals for 2030:

— To ensure that 100% of businesses and 90% of
citizens have a digital certificate.

— To increment the use of digital procedures to
75% through the electronic site, with swift,
interconnected processes.

- To achieve 100% interconnection between the public
administration bodies via the “interoperability bus”.

— To achieve an average grade of 8/10 in the digital
maturity of the business network.

— To get 75% of businesses to use cloud services, big
data and artificial intelligence (Al).

— To ensure that 80% of the population has basic
digital skills.

The 2020-2030 digitalisation strategy is implemented
through the Digital Transformation Plan for Andorra
(PATDA). In 2020, the first plan was introduced, with
a review and update planned every three years. In
2024, the second stage was activated, which aims to
act in four key fields to achieve the 2030 goals: Public
Administration, Business, Technological Infrastructure
and Citizens and Digital Rights. Within the first field,
the major goal is to develop the public administration
electronic portal to make administration more digital
and simplify online procedures.

A good indication of the steps that have already been
achieved in the last three years, since the strategy was
introduced, is that currently (at the end of 2024) 46%

of procedures are carried out electronically, compared
with 42% in 2023. Equally, note that 58,284 digital
certificates have been issued, of which 38,304 are
active. This is a remarkable increase from the 7,103
certificates existing in 2020. As for the digitalisation of
businesses, 357 have obtained a self-assessment report
on their digital maturity. Moreover, 54 applications
have been made for personalised digital assessment,
10 to access a support service and 10 more to apply
for finance to implement digital solutions. Also note
the creation of the new grants service called “Basic
digitalisation solutions” - with 100 applications -
which offers digital resources packages adapted to the
specific needs of each business.

Recently, the National Cybersecurity Agency was
created, together with a legal framework that
establishes its functions and competences. This
consolidates a more secure digital environment for
the business network in this country.

Finally, note that the EU’s Digital Economy and Society
Index (DESI), which evaluates the progress of European
countries undergoing the digital transformation,
puts Andorra in eleventh place according to data
for 2023. This classification reflects a position that
is above the European average, with a very positive
trend since the last report in 2021: the Principality
has climbed 12 places and seen improvements in 30
of the 32 analysed indicators.




The rapid recovery in overland transport and shortages of staff have pushed up the average
wage in this branch (+3.4%), while it also increased significantly in activities related to transport
and travel agencies (+8.7%), and in the branch of mail and telecommunications (+4.5%). These
increases were higher than average inflation for 2024, so workers gained purchasing power.

The number Of establishments working The number of establishments in the transport

in the ICT sector rose to 1.237 and storage sector reached 257 in 2024, three
, .

less than in the previous year. In contrast, those

working in information and communications
increased from 1,100 in 2023 to 1,237 in 2024, reflecting the dynamism in this sector. These
137 new businesses in the ICT sector are basically IT services (119 more) and, to a lesser extent,
cinematography, video, television programmes, or sound recording and music editing activities
(25 more establishments).

The number of vehicle registrations fell in 2024, The number Of vehicle registrat‘ions

for the second consecutive year. Specifically, falls fOl’ the second consecutive year.

by 6.6% to 3,775 units. By type of vehicle, car
registrations, which are 63% of the total units,
decreased 8.4% since 2023. Motorcycles are the second largest category of vehicle registrations
(24% of the total) and also decreased in 2024, by -2.1%. In contrast, registrations of lorries, special
vehicles and mopeds grew.

This decrease in registrations did not, however, reduce the total number of registered vehicles per
1,000 inhabitants (estimated population), which reached 1,161 units, including all vehicles, and
783 counting only cars. This means that, on average, there are more vehicles than residents in
this country.

Over the last few years, the demand for electric and hybrid vehicles has benefitted from the
incentives to purchase eco-friendly vehicles promoted by the Andorran government (Engega
Plan). Specifically, in 2024, 158 100% electric vehicles were registered (151 in 2023 and 272 in
2022) and 775 plug-in and non-plug-in hybrid
vehicles (a slightly lower figure than the 794
in 2023, but higher than the 731 in 2022 or
519 in 2021). These two categories of vehicle

Registrations of 100% electric
vehicles fall but hybrids rise.

VEHICLE REGISTRATIONS (units)

Table 12.13

% variation % total
[ 2021 | 2024/2023 2024

Cars 3,083 3,079 2,608 2,390 -8.4 63.3
Motorcycles 854 983 920 901 -2.1 23.9
Vans 254 279 298 251 -15.8 6.6
Lorries @) 52 87 111 136 225 3.6
Special vehicles 46 59 57 59 3.5 1.6
Mopeds 32 13 116.7 0.3
Snow bikes 24 4 1 -75.0 0.0
Others 71 83 37 24 -35.1 0.6
Total 4376 4,626 4,041 3,775 -6.6 100 )

(1) Also includes buses, semi-trailers and industrial trailers. (2) Consisting of private trailers and farm tractors.

Source: Department of Transport.
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Box 12.4
THE E-ENGEGA PROGRAMME

The e-Engega programme is the most important
instrument to improve the energy efficiency of the
national pool of vehicles. Since 2017, more than
900 applications have been presented for electric
vehicles or plug-in hybrids with a total of €5.1 million
given in grants.

The success of this programme and citizens’ interest
are shown by the data recorded from 2017 to 2024,
with 522 pure electric vehicles subsidised and total
aid of €4 million; 264 plug-in hybrids subsidised for a
total of €£909,000; 106 electric motorbikes subsidised
for a total of €165,910, and other concepts for
€262,200 (2017-2023).

The 2024 programme was funded with €750,000. The
new programme includes several novelties, with
the same budget as in the previous year, with the
aim of providing more aid to buy low CO, emission
vehicles. For this reason, e-Engega no longer pays for
scrapping vehicles. The subsidy rises to a maximum
of €6,000 for pure electric and €3,000 for plug-in
hybrids, in the case of cars; up to €18,000 for pure

electric goods transport vehicles, and €4,500 for
plug-in hybrids. In addition to these government
grants are the mandatory ones for sales points.

The balance of the 2024 Engega Plan was very
positive: grants were awarded to purchase 150
vehicles (hybrid or 100% electric), 30% more than in
2023 (115 vehicles). The change to the amounts of
the grants led to an increase of 70% in the number
of subsidised pure electric vehicles, while hybrids fell
50%. The total authorised amount was €748,360 in
2024 (€712,871 in 2023).

For 2025, the programme incorporates some changes,
such as increasing the grant to €15,000 for the
vehicles that circulate most (taxis, vans and trucks).
The grant to buy pure electric cars of up to €6,000
and up to €3,000 for plug-in hybrids continues. The
subsidy for a bus will be up to €40,000 and the grant
for a pure electric motorcycle €1,500. Grants are also
available of up to €800 to buy mopeds, which were
not included previously in the programme.

already represent 24.7% of total registrations, whereas the average was less than 5% in the period
2017-2019.

The government aims for 20% of cars to be run on renewable energy by 2030, and 50% by
2050. This is according to the document containing Andorra’s nationally determined contributions
(NDCs) to combat climate change, which Andorra sent to the United Nations to comply with the
commitments undertaken in the Paris Agreement. Moreover, from mid-2023, the introduction of
vehicle energy and emission labels started, designed to inform and raise awareness.

As for the shared electric bicycle scheme, Cicland, this ended 2024 with a record 37,601 journeys.
This represents 26% more than in 2023, partly thanks to the fact that the service was made free
for young people aged 16-20, leading to an increase in the number of users and journeys. At
the end of 2024, Cicland had 2,640 users, compared with the 1,750 registered one year earlier,
and has 18 stops spread mainly between the parishes of Andorra la Vella, Sant Julia de Loria and
Escaldes-Engordany. Finally, public transport will continue to be free until 2027 because this is
a measure that has enabled a reduction in the transit of private vehicles and therefore pollution.

In the field of international transport, the Andorra-La Seu d'Urgell airport, which started to operate
on 17 December 2021, ended 2024 with 16,188 passengers, 72.6% more than in the previous
year (9,380 passengers), the highest figure since it started, according to data from Aeroports de
Catalunya. The flights to Madrid and Palma (Mallorca) explain this good trend, and these flights
are guaranteed to continue until at least 2026. On the other hand, a national heliport is being




built in the area of Caubella at Pal, next to the ski resort, a project that will cost €10.3 million,

approximately half of which will be provided by the central government. Construction of the

heliport is expected to finish in 2025.

The number of mobile phone

subscriptions and fibre optic connections

per inhabitant remains stable.

As for the communications branch, in 2024,
the number of mobile phone subscriptions rose
1.1%, reaching a historic high of 127,571. The
number of land-line subscriptions also increased
by 3% to 53,215. On the other hand, there are

42,899 fibre optic lines, representing an increase of 2.5% compared with 2023 and the highest

value in the historical series. The ratio of broadband internet lines per 100 inhabitants is still around

50, and the ratio of mobile phones per 100 inhabitants is also stable at around 147, after climbing

rapidly in recent years.

As for the trend in telephone traffic, in 2024, the same patterns continued from the previous

three years. Specifically, national land line traffic minutes decreased (-12.2%), as did mobile

network traffic, but less intensely (-0.2%). Equally, international outgoing traffic continued to

decline, following the pattern of recent years, and incoming traffic started to decrease again after

a pause in 2022. For its part, international fibre optic internet telephone traffic maintained higher

rates of growth than the national (15% compared with 7%). Finally, national mobile internet traffic

grew significantly (+26%).

Box 12.5

THE MAIN ACTIONS TAKEN BY ANDORRA TELECOM IN 2024

Andorra Telecom ended 2023 with a positive balance
sheet, from the viewpoint of both usage and the final
net profit, although not as high as in the previous
year. Specifically, the net profit was €26.8 million,
compared with €28.6 million in 2023, but 17% higher
than the budgeted figures.

In 2024, Andorra Telecom completed deployment
of the 5G network, progressively shutting down 3G
technology and renewing the fibre optic network
to 10 Gbps, to allow for new connection speeds to
be offered to clients. In parallel, construction of the
NODE started, the new corporate headquarters
which will also become a dynamic public space in the
centre of Andorra le Vella.

Moreover, the company has placed special emphasis
on promoting digital wellbeing, with notable actions
in the field of child and youth protection in digital
environments. Within this framework, note the
implementation of the free internet service Protegit,
which enables blocking of access to unsuitable content,
both in landlines and mobiles, following the international
child protection standards. At present, a thousand
households and devices benefit from this tool.

Finally, Andorra Telecom has progressed in deploying
its artificial intelligence strategy, approved at the end
of 2023, and strengthened cybersecurity measures
to deal with increasing criminal activity in the digital
world.

Source: Andorra Telecom.

®
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Timeline of the most significant economic developments in 2024

Timeline of the most
sighificant economic
developments in 2024

January
The minimum interprofessional hourly wage increased 7%, to €1,376.27.
Applicability of the Double Taxation Agreements (DTAs) with the Republic of Croatia,
the Czech Republic and the Principality of Monaco.
Moody'’s rating agency raises Andorra’s rating from Baa2 to Baal and maintains the
stable outlook.
The Chamber and the Department of Statistics of the Government sign a collaboration
agreement to devise the business confidence index (BCI).
The Government authorises the creation of the private virtual university Tech Global
University.
February
Approval of Law 1/2024, on the 2024 National Budget.
Approval of Law 2/2024, on urgent measures to improve citizens’ purchasing power.
Approval of Law 3/2024, on the tax on foreign investment in property in the
Principality of Andorra.
The women'’s alpine skiing world cup (Audi FIS Ski World Cup) is held at Grandvalira
Soldeu-El Tarter ski resort on 10-11 February.
Approval of the 2024 Annual Statistics Programme.
The Vatel hospitality and tourism school, Escola Internacional d'Hoteleria i Turisme Vatel
Andorra, announces that it will no longer admit new students from the 2024-2025
year and will permanently close once the current students finish their studies.
March

The Chamber of Commerce, Industry and Services takes part in the first work
session of the GALOP project, with the goal of supporting small businesses towards
sustainable transition. This is a joint cross-border initiative with the Chambers of
Commerce of Girona and Lleida (Spain), and of Occitanie, Pyrénées-Méditerranée
and Pyrénées-Orientales (France).

The International Monetary Fund (IMF) publishes its evaluation report on the
Principality of Andorra within the framework of Article IV of the IMF Articles of
Agreement for 2023.

The Government approves a national call for tenders to carry out a study of the
tourism load capacity of Andorra and propose measures to ensure sustainability and
quality in the sector.




April

Andorra signs the Double Taxation Agreement (DTA) with the Republic of Lithuania.

Approval of Law 6/2024, on the national official language, reinforcing the use of
Catalan as the national language and introducing the requirement to demonstrate
knowledge of Catalan (levels A1 and A2) to obtain or renew working residence
permits, in order to ensure linguistic integration.

The European Commission publishes the full texts in English of the Association
Agreement between Andorra and the European Union.

Fitch Ratings agency confirms Andorra’s rating as A- with a stable outlook.

May

The Government approves the Andorran Code of Ethics for Artificial Intelligence (Al),
with the aim of ensuring responsible, trustworthy deployment of Al in the country.
The document aligns with the principles and recommendations of international
bodies such as the UN, UNESCO or the Council of Europe.

Andorra Turisme presents “Shop in Andorra’, the new brand for a series of
actions designed to boost national commerce and add value to the shopping
experience.

Standard & Poor’s rating agency raises Andorra’s rating to A-/A-2 and maintains the
positive outlook.

Entry into force of the Double Taxation Agreement (DTA) with Iceland.

Approval of Law 7/2024, on the organisation and operation of entities operating
within the financial system and market abuse.

Approval of Law 10/2024, on audits in the Principality of Andorra.

The Government passes Decree 231/2024, approving two subsidy programmes and
a programme of guarantees relating to the Business Digitalisation Programme.

June

The ECB begins a less restrictive monetary policy and cuts the official reference
interest rate by 25 base points to 3.75%.

The Chamber of Commerce, Industry and Services commemorates its 30th
anniversary with an institutional event to celebrate three decades serving the
national economic fabric.

The Chamber and Andorra Turisme sign a collaboration agreement to develop the
Commerce Observatory.

July

Approval of qualified Law 12/2024, amending qualified Law 29/2021, of 28 October,
on personal data protection.

Moody'’s rating agency maintains Andorra’s rating at Baal with a stable outlook.

Timeline of the most significant economic developments in 2024
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August

The Government passes Decree 328/2024, creating the Data Intelligence Office in
the central government, a key structure to promote digital administration, with the
mission of developing the government’s data model and its reuse, interoperability
and application of artificial intelligence.

September

The ECB cuts the official reference interest rate by 25 base points to 3.50%.

The regular air route starts between Andorra-La Seu d'Urgell airport and Palma
(Mallorca) airport.

October

The ECB lowers the official reference interest rate by 25 base points to 3.25%.

Fitch Ratings agency confirms Andorra’s rating as A- with a stable outlook.

November

Standard & Poor’s rating agency maintains Andorra’s rating as A-/A-2 with a positive
outlook.

Approval of Law 13/2024, amending Article 20 of the 2024 Budget to revalue the
pensions of non-residents according to the Harmonised Index of Consumer Prices
(HICP) of the Eurozone.

Approval of Law 14/2024, regulating gambling in the Principality of Andorra and
establishing the conditions for supply and consumption, and mechanisms to control
its operation.

Andorra takes part in the UN Climate Change Conference (COP29), held in Baku
(Azerbaijan), and receives official recognition for being the first country to present
the national climate action report.

Approval of the 2025 annual Statistics Programme.

Andorra signs the Multilateral Competent Authority Addendum on the
automatic exchange of financial information (CRS MCAA), adapting its automatic
tax information exchange system to the new OECD standards, in order to
strengthen and expand the tax information sent internationally.

The Government gives the green light to signing the agreement between Andorra
and Spain for creating a new international electricity connection, with the aim of
increasing the exchange capacity between electrical systems and guaranteeing
supply to meet Andorra’s rising demand for energy.

Approval of Law 17/2024, amending Law 35/2018, of 20 December, on solvency,
liquidity and prudential supervision of banks and investment firms.




December

The ECB cuts the official reference interest rate by 25 base points to 3.00%.

The Government renews the agreement to share management of the Andorra-La
Seu d’Urgell airport with the Generalitat of Catalonia, owner of the infrastructure.

Entry into force of the Double Taxation Agreement (DTA) with the Republic of
Lithuania.

Entry into force of the Double Taxation Agreement (DTA) with the Netherlands.

Timeline of the most significant economic developments in 2024
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