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positive net job creation: +504,200 in Data Release Calendar . 7
the last twelve months.

Macroeconomic Scenario 2015-2018 (ll) 4

Real Estate & Construction (1)

Disclaimer

This newsletter provides a brief
summary of the Updated Stability
Programme for 2015-2018, and also
sheds some light on recent indicators of
Construction and Real Estate Promotion
activity.

The electronic version contains
hyperlinks to sources and additional
material. Please do not hesitate to
contact the Spanish Treasury Team if
you wish to unsubscribe from this
Newsletter’s distribution list.

RECENT GDP ESTIMATES

The flash GDP estimate for 2015Q1 released today by the National Statistics Institute reflects an
acceleration in GDP growth to 0.9% QoQ, and 2.6% YoY.
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Gross issuance (€ bn)
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Up to April 30t the Spanish Treasury has
funded €89.9 bn, representing 37.6% of
the expected programme; €58.5 bn of the
medium- and long-term gross issuance
(41.2%), and €31.4 bn of its short-term
programme (32.2%).

In 2015 the Spanish Treasury continues
gradually increasing the average life of its
total portfolio (to 6.68 years); more than
75% of the total Bonos and Obligaciones
issuance has had an initial maturity above
5 years, leaving the average maturity of
new Bonos & Obligaciones issues up to
April 30t at 10.7 years.

At the same time, the cost of issuance has
diminished, pushing down the cost of the
total portfolio towards historical lows
(0.93% and 3.35%, respectively).
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Ministers.

investment to exert the initial push.

Position.

growth.

/On April 30t the macroeconomic scenario for 2015-2018 has been presented at the Council of\

e Acceleration of GDP to 2.9% YoY in 2015 & 2016 and 3.0% in 2017 & 2018; private consumption and
¢ Unemployment rate forecasted to break below the 20% barrier by 2016 and reach an average of 15.6% by

2018; +2.100.000 net jobs to be created in the forecast horizon.
¢ Increase in net Lending to the Rest of the World to progressively reduce the Net International Investment

\' Unit labour costs projected to increase at a rate close to or below GDP deflator underpins productivity

J

Macroeconomic scenario (YoY growth rates in percent)

2014|2015(2016 (2017|2018
Private consumption expenditure 2.4 3.3 2.9 2.7 2.5
General Government consumption expenditure 0.1 0.1 0.1 1.0 1.5
Gross Fixed Capital Formation 3.4 6.3 5.8 5.9 5.9
National Demand* 2.1 3.2 2.9 3.0 2.9
Exports of goods and services 4.2 5.4 6.0 5.8 5.7
Imports of goods and services 7.6 6.7 6.4 6.3 6.2
External demand* -0.8 | -0.2 | 0.1 0.0 0.1
Gross Domestic Product 1.4 2.9 2.9 3.0 3.0
(*) Contributions to GDP in p.p
Other macroeconomic variables

2014| 20152016 2017|2018
Unemployment rate (in %) 24.4 | 22.1 | 19.8 | 17.7 | 15.6
Full-time Equiv. Employment (YoY Growth) 1.2 3.0 3.0 2.9 2.9
Unit Labour costs (YoY Growth) -0.4 0.3 1.1 1.3 1.4
Net lending(+)/borrowing(-) with RoW (% of GDP) 1.0 1.7 1.8 1.6 1.4
GDP deflator (YoY Growth) -0.5 0.6 0.9 1.2 1.6
Deficit Excl. Financial Sector One-Offs (in % of GDP)| -5.7 | -4.2 | -2.8 | -1.4 | -0.3
Primary Deficit(-)/Surplus(+) Excl. Financial Sector | -2.4 | -1.1 0.1 1.2 2.2
Debt/GDP ratio (in % of GDP) 97.7 | 98.9 | 98.5 | 96.5 | 93.2
Underlying assumptions

2014|2015]12016|2017| 2018
USD/€ exchange rate 1.3 1.1 1.1 1.1 1.1
World GDP growth, excl. EU (YoY Growth) 3.7 4.0 4.4 4.5 4.6
World Import Volume, excl. EU (YoY Growth) 2.1 3.9 5.2 5.5 6.0
Spanish Export Market Growth (YoY Growth) 2.4 3.8 4.9 5.2 5.4
Euro Area GDP growth (YoY growth) 0.9 1.5 1.9 2.1 2.2
Oil prices (Brent, USD/barrel) 99.4 | 61.5 | 68.8 | 68.8 | 68.8

Source: Ministerio de Economia y Competitividad.

GOBIERNO MINISTERIO
DE ESPANA DE ECONOMIA
Y COMPETITIVIDAD
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2015 & 2016 deficit targets of 4.2% and 2.8%, respectively, in line with European Council
Recommendations. Despite leaving the Excessive Deficit Protocol, structural adjustment is set to
continue in the forecast horizon - no fiscal relaxation. By 2015 92.1% of the structural
adjustment will be carried out.

Income & Expenditure
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Debt to GDP ratio set to peak in 2015 at 98.9%. In 2016 the positive primary balance and nominal
GDP growth will cause the ratio to fall below 98.5% of GDP. At the end of the forecast horizon,
under the baseline scenario, the ratio would progressively fall to 93.2% of GDP.

Debt to GDP Ratio

Debt to GDP Dynamics (% of GDP) (Baseline vs. 100 bps Shock on Yields . % of GDP)
2014|2015(2016|2017|2018
98.9
Central Government 97.7 1 98.9 | 98.5 | 96.5 | 93.2
Contributions to Growth in the Debt to GDP Ratio
Primary Balance (incl. Financial Sector) | -2.5 | -1.1 0.1 1.2 2.2
Interest Paid 3.3 3.1 2.8 2.6 2.5 =
Nominal GDP Growth -0.8 | -3.4 | -3.7 | -4.0 | 4.2
Stock-Flow Adjustments 0.6 0.4 0.5 0.6 0.6 93.2
Implicit Interest Rate 3.58 | 3.24 | 2.98 | 2.79 | 2.68

Source: Ministerio de Economia y Competitividad.

GOBIERNO MINISTERIO
DE ESPANA DE ECONOMIA
Y COMPETITIVIDAD
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The latest indicators point to an incipient recovery is Spain’s construction sector after seven years
of contraction.

e The construction sector represents approximately 5% of GDP (10% in 2008).

e The recent pick-up in activity is broad-based.

Gross Value Added in Construction Gross Fixed Capital Formation in Construction
(YoY Growth Rates, LHS/Weight in Total GDP, RHS) (YoY Growth Rates)
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This same pattern is reflected in employment, although more prominently linked to specialised
construction and construction of building, rather than civil engineering projects.

Despite the recent advances, hours worked in the construction and real estate branches have
fallen by 64% from the 2007 peak levels.

Employment in Construction Employment in Construction by Main Activity
(YoY Growth Rates LHS/Index 2010=100 RHS) (YoY Growth Rates)
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Source: National Statistics Institute.
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House prices increased by 1.8% YoY in 4Q14 (vs. +0.3% YoY in 3Q14), and rose by 0.3% YoY in 2014
as a whole. Prices in Spain bottomed-out around mid-2014, and have shown a moderate upward
trend. The most dynamic regions have been Madrid, Valencia, Murcia and Catalonia, posting price

increases of 2% YoY.

House Price Index by Region
(Growth Rates: 2007-2013 vs. 2013-2014)
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Real Estate and Construction (ll)
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Though transaction levels are still modest, the number of transactions of dwellings, as well as
mortgages and new loans indicates a rebound from the lows reached in 2013.

The improvement in the macroeconomic outlook and in financing conditions, together with the
base effect contribute to a moderate rebound in this sector in terms of prices and volumes.

New loans for House Purchase

Mortgages and Housing Transactions
(YoY Growth Rates)

(YoY Growth Rates)

2008 2009 2010 2011 2012 2013 2014 2015 2008 2009 2010 2011 2012 2013 2014 2015
Mortgages smoothed Original series Transactions smoothed
Transactions smoothed Original series Original series

Source: National Statistics Institute.
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http://www.agenciatributaria.es/AEAT.internet/Inicio_es_ES/La_Agencia_Tributaria/Memorias_y_estadisticas_tributarias/Estadisticas/Comercio_exterior/Informes_mensuales_sobre_Comercio_Exterior/2014/2014.shtml
http://www.igae.pap.minhap.gob.es/sitios/igae/es-ES/ContabilidadNacional/infadmPublicas/Paginas/DatosConsolidados.aspx
http://www.igae.pap.minhap.gob.es/sitios/igae/es-ES/ContabilidadNacional/infadmPublicas/Paginas/itnofinancierasTotal.aspx
http://www.agenciatributaria.es/static_files/AEAT/Estudios/Estadisticas/Informes_Estadisticos/Informes_mensuales_recaudacion_tributaria/2014/Serie_mensual.xlsx
http://www.bde.es/webbde/es/estadis/infoest/htmls/cdp.html
http://www.ine.es/jaxi/menu.do?type=pcaxis&path=/t35/p009&file=inebase&L=0
http://www.ine.es/jaxi/menu.do?type=pcaxis&path=/t35/p009&file=inebase&L=1
http://www.ine.es/jaxi/menu.do?type=pcaxis&path=/t35/p009&file=inebase&L=1
http://www.ine.es/jaxi/menu.do?type=pcaxis&path=/t35/p016&file=inebase&L=1
http://www.bde.es/webbde/en/estadis/infoest/bolest3.html
http://www.thespanisheconomy.com/portal/site/tse/
http://www.ine.es/en/daco/daco41/calen_en.htm
http://www.igae.pap.minhap.gob.es/sitios/igae/es-ES/Paginas/sindicacion.aspx?urlXml=http://internet.central.sepg.minhac.age/sitios/igae/XMLSindicacion/EjecucionPresupuestaria_XML1.xml
http://www.empleo.gob.es/es/estadisticas/calendario/Calendario_difusion_MEYSS_2015.pdf
http://www.bde.es/bde/en/areas/estadis/Calendarios_de_d/Calendarios_de__1931fa955514921.html
http://www.agenciatributaria.es/AEAT.internet/en_gb/Inicio_en_GB/La_Agencia_Tributaria/Memorias_y_estadisticas_tributarias/Estadisticas/Calendario_de_difusion_de_las_operaciones_estadisticas/Calendario_de_difusion_de_las_operaciones_estadisticas.shtml
http://www.minhap.gob.es/Documentacion/Publico/CDI/Calendario%20CDI/2015/Calendario%20CdI%20Enero%202015.pdf
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DISCLAIMER
This material has been prepared by the Spanish Treasury. We reserve all rights.

This document is for information purposes only. Nothing in this material constitutes, or forms
part of, any offer or invitation to underwrite, subscribe or otherwise acquire or dispose of
Spanish Government debt. It is provided for information purposes only and it is not intended to
provide the basis for any credit or any other third party evaluation of that debt. While the
Spanish Treasury applies its best efforts to include accurate information and the information
herein is believed to be reliable, it makes no representation or warranty as to the accuracy or
completeness of such information.

Distribution of information contained in this presentation material may be forbidden or limited
by legislation of some jurisdictions. ACCESS IS DENIED TO PERSONS TO WHOM THESE
RESTRICTIONS IN SUCH JURISDICTIONS APPLY AND GRANTED ONLY TO JURISDICTIONS IN WHICH
THE DISTRIBUTION OF THIS INFORMATION IS NOT LEGALLY LIMITED.

The information contained does not constitute an offer for sale in the United States of America.
The securities described have not been, and will not be, registered under the US Securities Act
of 1933, as amended, or with any securities regulatory authority of any state or other
jurisdiction in the United States of America and may not be offered or sold, directly or
indirectly, into the United States of America unless the securities are so registered or an
exemption from the registration requirements is available.

Each person is required to inform himself accordingly and to comply with applicable
restrictions. The Treasury of the Kingdom of Spain is by no means liable for any such
infringement.

As a consequence of the previous information, you confirm that you are not a resident of the
United States of America or of any jurisdiction in which the distribution of this information is
legally limited and that you will not distribute any of the information contained hereon to any
person resident in the United States of America or in any jurisdiction in which the distribution
of this information is legally limited. None of the information displayed or in connection with
this material is an offer of securities for sales in the United States of America.

Contact details

Rosa Maria Sanchez-Yebra Alonso - General Secretary of the Treasury and Financial Policy
SecretariaGeneral®@tesoro.mineco.es

José Maria Fernandez Rodriguez - Director General of the Treasury
Directortesoro@tesoro.mineco.es

Pablo de Ramén-Laca - Deputy Director, Head of Funding and Debt Management
SecretariaDeuda@tesoro.mineco.es

Leandro Navarro - Chief Economist, Funding and Debt Management
lnavarro@tesoro.mineco.es For more information please contact:
José Miguel Ramos Phone: 34 91 209 95 29/30/31/32

jmramos@tesoro.mineco.es Reuters: TESORO
Bloomberg: TESO

Internet: www.tesoro.es

GOBIERNO MINISTERIO
DE ESPANA DE ECONOMIA
Y COMPETITIVIDAD
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