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In the context of compliance monitoring and quadissurance, Eurostat reviewed the HICP
for Spain in autumn 2009. The statistical practiessd to compile the HICP for Spain have
been reviewed against HICP methodology and othatetines and good practices in the
field of consumer price indices.

This report takes account of publicly availableommfiation on the CPI and HICP for Spain
and additional information collected by Eurostabpto, during and following a mission to
Spain — Instituto Nacional de Estadistica (INEgldhon 1 October 2009.
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l. OVERALL ASSESSMENT

INE has made some substantial methodological ingmants in recent years, concerning in
particular price collection and quality adjustmeiurostat supports INE’'s plans to
undertake further improvements to the HICP.

Instances of non-compliance with the HICP methoglplare limited and unlikely to have a
major impact in practice on the HICP annual average of change. The Spanish data pass
all standard HICP validation tests — they are md#y consistent and aggregate correctly.
The HICP should be considered comparable to thé’kli&f other EU countries.

While the reliability of the HICP, in terms of pision and representativeness, appears
generally adequate, in some cases the methodologlata used need improvement or
further analysis (see Section lll). A targeteddallup of these cases will be carried out by
INE and Eurostat.

. RECENT PRICE DEVELOPMENTS

The focus of Eurostat’'s autumn 2009 assessmentrice pevelopments was on those
headings which showed a significant impact on tRBembnth moving average rate of
change. The most significant upward impacts on HI@PAugust 2009 came from
restaurants and cafés, electricity and tobaccoth&t same time significant downward
impacts came in particular from fuels for transpgarments, heating oil and cars.

In August 2009 the annual inflation rate for Spams -0.7% which was below the euro area
average of -0.2%. Spain's 12-month moving average for the year to August 2009 was
0.8%, below the corresponding figure of 1.1% far duro area. The chart below shows the
development in the 12-month moving average ratehahge and the annual rate of change
for Spain, together with the euro-area 12-monthingvate from January 2005 onwards.
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1. FINDINGSAND RECOMMENDATIONS

For most headings both the methodology and dataeaampmompliant with HICP
requirements, and the movements in both pricesvegights in recent periods correctly
reflect economic determinants. The item weight2fa®9 referred to the year 2007 and were
price-updated up to December 2008.

The most important differences between the HICP thednational CPI for Spain concern

firstly the consumption expenditures for residatisoad, which are excluded from the HICP
and included in the national CPI. In addition, agngtion expenditures of residents in

institutional households and for non-residents withhe economic territory are included in

the HICP and excluded in the CPI. Furthermore Hi&P uses net weights for second-hand
cars and insurance whereas the CPI uses grosstaeigh

Internet price collection has been introduced Toeduipment and hotels.

According to INE, no major methodological changes eurrently expected in 2010, aside
from the implementation of the new HICP requirersemt seasonal items.

Eurostat welcomes INE's ongoing work with a viewniplementing an automatic procedure
for monitoring the application of quality adjustmienethods and their impact on the All-
items HICP from January 2012.

For a number of product groups (such as furnitureusehold appliances, rentals,

maintenance and repair of personal transport eqeripnand restaurants, cafés and the like),
INE uses a rotating sample design. For productls sales periods, prices are collected for
all sampled outlets in January and July. In theotbn months, prices are collected for one



third of the sampled outlets only, unless therevislence that more than 50% of the prices
have changed, in which case all prices are collect¢he following month.

Prices for non-observed outlets are estimated hying forward price observations from

previous months to the current month. Even wheregegrshould in principle be collected
monthly, this sample design may be justifiabletipalarly if this allows for a larger number

of outlets in the total sample and the compilatbmegional HICPs, subject to the relevant
recommendations made below.

For some headings with significant impacts on th&R{ the methodology or data used need
some further analysis or improvement.

Eurostat recommends that:

» where the rotating sample design is being usedartdof the prices are not observed in
a particular month, these non-observed prices dhbelestimated on the basis of the
actual price observations in that month rather the@ing carried forward.

* INE should review its approach to sampling and sssehether it represents the full
range of goods and services purchased in eithéneotime periods being compared,
especially the higher end of the market. With th&oduction of EC Regulation
1334/2007 there is a need to revisit the issue ahpde design, in particular
consumption segments.

* INE monitor the rate of outlet closure during therent period of economic turmoil and
follow the corresponding Task Force recommendatmnghis issue where necessary.

e taking into consideration that INE is already usihgdonic methods for quality
adjustment for television sets and washing machifuether efforts be made to apply
explicit quality adjustment methods on other prdduc

« further efforts be made to verify the significaredenternet purchases for some products
that may need to be included in the HICP.

* a more systematic approach be devised in the padoeentering newly significant
goods and services in the HICP.



