MOVING TO SPAIN MASTERCLASS
SECTION 4

Financial
Preperation

DISCLAIMER: This is for information purposes only. It is not tax advice or any
financial advice. Information provided in this guide can change at any time. You
must seek professional advice for your specific situation.



Financial preparation is a critical aspect of relocating to Spain,
ensuring a smooth transition and stable living experience. This section
provides detailed guidance on setting up banking services,
understanding currency exchange, managing taxes, and budgeting for
the cost of living in Spain. .

Banking and Curre

1. SETTING UP A LOCAL BANK ACCOUNT

Establishing a local bank account in Spain is
essential for managing daily expenses,
receiving income, and handling bills. Here's
how to proceed:

1.Choose the Right Bank:

o Traditional Banks: Spain has numerous
traditional banks such as Banco
Santander, BBVA, and CaixaBank.
These institutions offer comprehensive
services, including branch access and
personalized assistance.
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2.0nline Banks: Digital banks are popular
options. I think WISE is the best. I also like
N26 and Revolut, they provide user-
friendly platforms with benefits such as
low fees and competitive exchange rates.
For instance, N26 offers a Spanish IBAN,
facilitating local transactions.




3. Gather Necessary Documentation:

o Identification: A valid passport or
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o Numero de Identificacion de Extranjero
(NIE): This is a foreigner's identification
number in Spain, required for most
financial transactions.

o Proof of Address: A utility bill or rental
contract.

o Proof of Employment or Income:
Employment contract, pension
statements, or proof of sufficient funds.

4. Open the Account:

o In-Person: Visit a local branch with your
documents. An account manager will
guide you through the process, which
typically involves completing application
forms and agreeing to terms and
conditions.

o Online: For digital banks, the process
involves registering on their website or
app, uploading scanned documents, and
verifying your identity through a video call
or photo.

Opening a local bank account will facilitate
transactions such as paying rent, utilities, and
receiving salaries. It's advisable to compare
services and fees to choose the bank that best
suits your needs.

CURRENCY EXCHANGE AND
BUDGETING TIPS

Managing currency exchange efficiently can lead
to significant savings. Consider the following
steps:




1.Understand Exchange Rates:

o Exchange rates fluctuate due to market
conditions. Utilize online tools or financial
news outlets to monitor rates and identify
favorable times for currency conversion.

2.Choose the Right Service for Currency
Exchange:

o Banks: While convenient, banks may offer
less favorable rates and higher fees.

o Currency Exchange Specialists: Companies
like Currencies Direct provide competitive
rates and lower fees. They also offer
services like rate alerts and forward
contracts to lock in favorable rates.

o Digital Platforms: Services like Wise
(formerly TransferWise) offer real exchange
rates with transparent fees, making
international transfers cost-effective.

3. Budgeting Tips:

o Track Expenses: Use budgeting apps to
monitor spending and identify areas to cut
costs.

o Set Financial Goals: Define short-term and
long-term financial objectives to guide your
spending and saving habits.

o Emergency Fund: Maintain a fund to cover
unexpected expenses, ideally covering 3-6 —
months of living costs. ; ‘ " “ m‘
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most of your resources in Spain.




Taxes and
Financial Planning
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1. DETERMINE TAX RESIDENCY:

You are considered a tax resident in
Spain if you spend more than 183 days
in the country within a calendar year or
if your main professional activities or
economic interests are in Spain.

2. UNDERSTAND TAX RATES:

o Residents: Subject to progressive
tax rates on worldwide income.
= Income upto €12,450:19%
= €12,450-€20,200: 24%
= €20,200-€35,200: 30%
= €35,200-€60,000: 37%
= Over €60,000: 45%

Non-Residents: Taxed at a flat rate of 24%
on Spanish-sourced income. For EU/EEA
residents, the rate is 19%.

3. STRATEGIES TO MINIMIZE TAXES:

e Double Taxation Treaties: Spain
has agreements with numerous
countries to prevent double
taxation. These treaties often allow
tax credits for taxes paid abroad.

o Deductions and Allowances:

Explore available deductions, such
as those for mortgage interest,
charitable donations, and
contributions to Spanish pension
plans.

Tax Planning: Consider consulting
with a tax professional to develop
strategies tailored to your
situation, such as income splitting
or timing income and deductions
advantageously.



Proactive tax planning can lead to substantial savings and ensure compliance with both
Spanish and home country tax laws.

Understanding double taxation treaties is essential for expatriates to avoid being taxed
on the same income in both their home country and Spain.

STEPS TO BENEFIT FROM DOUBLE TAXATION TREATIES:

1.Identify Applicable Treaty:
o Determine if your home country has a double taxation agreement with Spain.

Spain has treaties with numerous countries, including the United States, the
United Kingdom, Canada, and many EU nations.

2.Understand Treaty Provisions:
o Review the specific provisions of the treaty to understand how different types

of income are treated. This includes income from employment, pensions,
investments, and property.

3.Claim Tax Relief:
o To avoid double taxation, you may need to file specific forms or provide

documentation to the tax authorities in your home country and in Spain. This
often involves declaring your foreign income and claiming a tax credit or
exemption as outlined in the treaty.

4.Maintain Documentation:
o Keep detailed records of your income, tax payments, and any correspondence
with tax authorities. This documentation is crucial if you need to substantiate

your claims under a tax treaty.

Given the complexity of international tax laws, it's advisable to consult with a tax
professional experienced in expatriate taxation to ensure compliance and optimize

your tax situation.



Cost of Living
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Spain offers a relatively affordable cost of living compared to many
Western European countries, but expenses can vary significantly based on
location and lifestyle.

HOUSING COSTS:
¢ Rent:

o Major Cities: In cities like Madrid
and Barcelona, the average rent for
a two-bedroom apartment ranges
from €1,200 to €2,000 per month,
depending on the neighborhood.

o Smaller Cities/Towns: In smaller
cities or rural areas, rents can be
significantly lower, often between
€700 and €1,200 for similar
accommodations.

e Utilities:

o Utilities, including electricity,
heating, cooling, water, and
garbage, average around €120 to
€150 per month for a standard
apartment.

GROCERIES:

e A monthly grocery bill for a single
person typically ranges from €150 to
€250, depending on dietary
preferences and shopping habits.

TRANSPORTATION:

e Public Transport: Spain boasts an
efficient public transportation system.
A monthly public transport pass costs
approximately €40 to €60, varying by
city.

e Fuel: As of early 2025, gasoline prices
are around €1.50 per liter, but this can
fluctuate with global oil prices.

HEALTHCARE:

e Spain offers both public and private
healthcare options. While public
healthcare is available to residents,
many expatriates opt for private health
insurance, which can range from €50
to €200 per month, depending on
coverage and provider.

DINING OUT & ENERTAINMENT

e Dining: A meal at an inexpensive
restaurant averages €12, while a
three-course meal for two at a mid-
range restaurant typically costs around
€50.

e Entertainment: Movie tickets are about
€9 each, and monthly gym
memberships average €35.

It's important to note that these figures are
averages, and actual expenses can vary
based on personal lifestyle choices and
specific locations within Spain. For a more
detailed breakdown, resources like Numbeo
provide up-to-date user-contributed data on
the cost of living in various Spanish cities.



