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RECENT EVOLUTION OF THE ECONOMIC INDICATORS

Financial markets

The financial markets evolution in April was comadiited by the presidential elections in
France, the monetary policy meeting of the Eurog@entral Bank (ECB) and the uncertainties
regarding the economic policy decisions in the ébhiStates, in a context of favourable business
results and macroeconomic figures. As a result,stbek indices rebounded, European public
debt yields decreased and the euro appreciatedsagiae dollar.

The ECB maintains the interest rates and the morgtatimulus

The Governing Council of the ECB, on its meetingdhan 27" April, decided to maintain
the interest rates on the main financing operatitmes marginal lending facility and the deposit
facility unchanged at 0.00%, 0.25% and -0.40%, eetypely. The Governing Council also
announced that it expects the official interestsdb remain at the current levels, or lower, over
an extended period, which will probably exceedhbgzon of the asset purchases

With regard to the non-conventional monetary pohegasures, the Governing Council
confirmed that net purchases will continue at a tlgrpace of 60 billion euros until the end of
December 2017, or until a later date if necessamy, in any case, until the Governing Council
observes a sustained adjustment of the inflatidgh pampatible with its inflation target. On the
other hand, the net purchases will be carried oytarallel with the reinvestment of the capital
of the securities acquired within the asset purelmegramme framework as they expire. If the
outlook was less favourable, or if financial coratis become inconsistent with further progress
towards a sustained adjustment of the inflatiom pde Governing Council has reiterated that it
is prepared to expand the volume and/or duratighisfprogramme.

In the press conference that followed the meetihg, ECB president stated that the
economic recovery is becoming increasingly solidl éimat the downside risks have further
diminished, although inflation has not shown a ¢ooiwng upward trend yet.

The BoJ maintains the interest rates and the mongtatimulus plans

In the meeting held on #6and 2% April, the Bank of Japan (BoJ) decided to keep the
negative interest to current accounts that findmegitutions hold at the Bank (-0.1%). Similarly,
the BoJ decided to keep its asset purchase progeammchanged, expanding the monetary base
at an annual pace of approximately 80 trillion yand the exchange-traded funds programme
(ETFs), which in the meeting held in July last years increased to an annual pace of 6 trillion
yen in its outstanding balance, in comparison ¢éopttevious 3.3 trillion.

The BoJ revised upwards its growth forecasts fdr728nd 2018 and published its growth
and inflation forecasts for 2019.

The Central Bank of Sweden maintains the intereates and increases the monetary stimulus

The Executive Board of the Central Bank of Swedeikgbank), in the meeting held on
28" April, decided to maintain its Repo rate at -0.508%force since 1"l February 2016, and to
increase by SEK 15 billion (€ 1.6 billion) the pbase programme of government bonds, as
established in October 2015. The entity foresesiseagthening of the economic activity during
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the coming years, but inflation forecasts have bemsised slightly downward, in a context of
persistent economic and political uncertainty.

G1. MONETARY AND FINANCIAL INDICATORS (1)
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The 12 month Euribor continues registering negativates

In the interbank market of the Eurozone, interasés remained negative in April, in a
context where the ECB maintained an accommodatioeetary policy. On 28 April, the one,
six and twelve-month Euribor stood at -0.374%, 490% and -0.121%, respectively, versus the
-0.373%, -0.241% and -0.109% recorded at the emdoth. The slight decrease of the 12 month
Euribor in this period is due to the fact that @eernight Index Swap (OIS), which indicates the
rates expectations, decreased by 1 b.p., whil&tinbor-OIS differential remained stable.

T 1. Public debt yields and differentials
(in % and basis points)

Yields (%) Differentials with Germany (basis points
Countries Dec-30-16| Mar-31-17| Apr-28-17 |Variation in spreagls Dec-30-16Vlar-31-17| Apr-28-17 | Variation in spreads
Period | Annual Period | Annual
1) 2 (3) (3)-2) | 3)-(1) 4 (5) (6) (6)-(5) | (6)-(4)
Germany 0.21 0.33 0.32 -1 11
Holland 0.35 0.42 0.39 -3 4 14 9 7 -2 -7
Finland 0.35 0.45 0.42 -3 7 14 12 10 -2 -4
Austria 0.42 0.54 0.61 7 19 21 21 29 8 8
France 0.68 0.98 0.77 -21 9 47 65 45 -20 -2
Belgium 0.55 0.85 0.79 -6 24 34 52 47 -5 13
Ireland 0.77 0.99 0.86 -13 9 56 66 54 -12 -2
Spain 1.40 1.67 1.65 -2 25 119 134 133 -1 14
Italy 1.82 2.32 231 -1 49 161 199 199 0 38
Portugal 3.78 3.97 3.57 -40 -21 357 364 325 -39 -32
Greece 7.11 6.99 6.34 -65 -77 690 666 602 -64 -88

Source: Financial Times.
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European public debt yields decrease

In the secondary public debt market, yields dee®adightly, in a context of volatility,
initially affected by the uncertainties associateith the presidential elections in France and,
subsequently, by the result of the first ballotwedl as by the maintenance of the ECB monetary
stimulus programme, with yields falling, especialyFrance and the peripheral ar@aus, the
10-year Spanish bond yield stood at 1.65% dh&gil, 2 b.p. below the figure recorded on®31
March. On the other hand, the German bond yieldbiell b.p. in the same period, down to
0.32%, the Spain-Germany differential standing3® f.p., 1 b.p. below the level recorded in late
March. Meanwhile, the Spain-Italy differential stbat -66 b.p., rising by 1 b.p. in comparison to
31°'March.

Stock indices rebound in April

In the stock markets, the main indices on bothssidethe Atlantic registered mixed
results during the first weeks of April, in a caxttef volatility resulting from the geopolitical
uncertainty. However, during the last week of trenth, the indices increased strongly, driven by
the result of the first ballot in the French elens, in a context of maintenance of the stimulus
policy by the ECB. In Europe, the Eurostoxx 50 dese by 1.7% during the period between
31% March and 28 April this year. In Spain, the IBEX 35 registeradyrowth of 2.4% in that
period, above that of most European indices an@edkog 10,700 points. However, the FTSE
100 declined in the same period, affected by theancement of early general elections in the
United Kingdom and the uncertainty associated & Bexit. In the US market, the S&P 500
index rose by 0.9%, in a context of volatility dte the uncertainty surrounding the future
economic policy decisions.

T 2. International stock exchange

Level % Variation
Countries Index Apr-28-17 Mar-31-17 Dec-30-16
Germany DAX 12,438.01 1.0 8.3
France CAC 40 5,267.33 2.8 8.3
Italy FTSE MIB 20,609.16 0.6 7.1
Spain IBEX 35 10,715.80 2.4 14.6
Eurozone EUROSTOXX 50 3,559.59 1.7 8.2
United Kingdom FTSE 100 7,203.94 -1.6 0.9
United States S&P 500 2,384.20 0.9 6.5
Japan NIKKEI 225 19,196.74 15 0.4
China SHANGHAI COMP 3,154.66 2.1 1.6
Mexico IPC 49,261.33 1.5 7.9
Brazil BOVESPA 65,403.25 0.6 8.6
Argentina MERVAL 21,019.91 3.7 24.2

Source: Bolsa de Madrid, Infobolsa, Stoxx and FongrTimes.

The euro appreciates against the dollar

With respect to the currency market, the resulthef first ballot in the French elections
and the uncertainty surrounding the future econgmoiicy decisions in the United States have
favoured the euro exchange rate against the dwollgkpril. Thus, in the period between late
March and late April, the euro appreciated by 2&§ainst the dollar and by 1.8% against the yen
and depreciated by 1.3% against the pound, traalinge end of the 28April session at 1.093
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dollars, 121.76 yen and 0.8447 pounds. In the spem®d, the euro appreciated by 1.3% in
nominal effective exchange rate terms vis-a-visgifueip of industrialised countries.

The M3 broad monetary aggregate accelerates in Marc

The M3 broad aggregate rose by 5.3% y-0-y in MasiRk, tenths more than in the
previous month, due to the acceleration of ovetnagiposits (10.1%, in comparison to the 9.2%
registered in February), and marketable instrum@gh&o, compared to the 3.7% recorded in the
previous month) partially offset by the slowdowncoirrency in circulation (two tenths, down to
3.7%) and the larger decline in other short-terpodés (-2.5%, compared to the -2.1% recorded
in the previous month).

T 3. Eurozone monetary aggr egates

March 2017 % Year-on-year variation
Monetary aggregates Balance January February March
(Billion €) 2017 2017 2017
1. Currency in circulation 1,089 3.6 3.9 3.7
2. Overnight deposits 6,301 9.3 9.2 10.1
M1(=1+2) 7,390 8.4 8.4 9.1
3. Other short-term deposits (= 3.1. + 3.2.) 3,486 -2.2 2.1 -25
3.1. Term deposits up to two years 1,307 -6.7 -6.2 7.4
3.2. Deposits redeemable at notice up to three rgonth2,180 0.8 0.7 0.8
M2 (=M1+3) 10,876 47 48 5.1
4. Marketable instruments (= 4.1.+ 4.2.+4.3.) 705 7.0 3.7 8.5
4.1. Repurchase agreements 74 -7.3 -24.3 -14.2
4.2. Money market funds shares/units 529 8.4 8.1 135
4.3. Securities other than shares up to two years 103 124 7.9 4.4
M3 (= M2+ 4) 11,581 48 47 5.3

Source: European Central Bank.
...and so does the financing to the private sedtothe Eurozone

The main counterpart to M3, the financing to thévaie sector in the Eurozone,
accelerated six tenths in March, up to 3.2%. Thislwtion is due to the acceleration of loans
(four tenths, up to 2.4%, rising in almost all dategories), securities other than shares (8.6%,
compared to the 6.8% registered in the previoustmand shares and other equity (eight tenths,
up to 4.4%).

The stock of financing to the private sector in Spaises in March...

The stock of financing to the private non-finan@attor in Spain rose by 0.6% y-0-y in
March, versus the 0.1% fall registered in the gresimonth. Financing received by firms rose by
2.1%, 1.2 points more than in February, due toatteeleration of bank loans and securities other
than shares (1.4 and 6 points, up to 0.4% and 17té8pectively), while foreign loans slowed
down six tenths, down to 0.8%. On the other ham@ntcing received by households recorded a
y-0-y rate of -1.2%, one tenth higher in comparitothe figure registered in the previous month,
due to the lower drop in loans for housing, pdstiaffset by the slowdown of other bank loans.
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T 4. Financing of private sector in the Eurozone (1)

March 2017 % Year-on-year variation
Balance January February March

(Billion €) 2017 2017 2017
Credit to the private sector 12,981 2.7 2.6 32
Loans 10,759 22 20 24
Households 5,461 24 24 2.6
House purchases 4,086 2.7 2.8 3.0
Consumer credit 629 4.6 42 4.7
Other lending 746 -0.9 -1.0 -1.2
Non-financial corporations 4,332 17 14 16
Insurance companies & pension funds 113 -8.6 -11.4 38
Other financial intermediaries 852 51 4.4 5.2
Securities other than shares 1,430 7.1 6.8 8.6
Sharesand other equities 792 2.6 3.6 44

(1) Assets of the Monetary Financial InstitutioMH().
Source: European Central Bank.

...and new loan and credit operations to househottisl SMEs accelerate

The amount of new loan and credit operations tesébalds, in cumulative terms for the
last twelve months, increased by 6.5% y-0-y in Ma2017, half a point more in comparison to
the figure registered in the previous marithis acceleration is due to the increase of Idans
consumption (26.7%, versus the 26.6% registeretthenprevious month) and to the lower fall
recorded by credits for other purposes (-11.1%camparison to the -12.3% registered in the
previous month), while the rate of increase of fofor housing stabilised at 4.6%. The amount of
new loan and credit operations to SMEs (using agsoxy for these credits those under one
million euros) rose, in cumulative terms for thstlawelve months up to March this year, by 3.9%
y-0-y, one point more than in the previous month.tke other hand, the amount of new loan and
credit operations exceeding one million euros dediby 29.8% y-0-y, a drop 5.8 points lower
than in February.

T 5. Financing of non-financial sectorsresidentsin Spain

March 2017 % Year-on-year variation

Balance January February March

(Billion €) 2017 2017 2017
Non-financial cor porations and Households| 1.622 -0,3 -0,1 0,6
Non-financial cor porations 914 0,5 0,9 21
Bank loans 528 -1,0 -1,0 0,4
Securities® 94 8,1 11,6 17,6
External loans 292 1,2 1,4 0,8
Households 708 -1,4 -1,3 -1,2
Bank loans. Housing 540 -31 -3,0 2,7
Bank loans. Other 168 4.6 4,7 4,2
General Gover nment - 3,9 3,2 -
Total financing - 1,3 1,2 -

(1) Other than shares.
Source: Banco de Espafia.
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Spanish economy
Domestic Demand and production

According to the INE's flash estimate, GDP accel&za in the first quarter of 2017 up to 0.8%
g-0-q

According to the Quarterly National Accounts (QN#gsh estimate, published by the
National Statistics Institute (INE, by its Spangtbreviation), GDP, in volume and with calendar
and seasonally adjusted data, recorded a g-o-qtigrofin0.8% in the first quarter of 2017, one
tenth higher than the figure registered in the jmey quarteraccumulating fourteen consecutive
quarters of positive rates. In y-0-y terms, GDPréased by 3%, as in the fourth quarter of last
year. These rates stand above those estimateddelW average (0.4% g-o-q and 1.9% y-0-y)
and for the Eurozone (0.5% g-o0-g and 1.7% y-0-y).
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The IMF and the European Commission revise theirayth forecasts for Spain in 2017
upwards

The International Monetary Fund (IMF) revised updgby three tenths the real GDP
growth forecast of the Spanish economy for 201acheng 2.6% compared to the figure
published in the January report, and it maintanesgrowth at 2.1% for 2018.

By demand components, the IMF expects an increageivate consumption of 2.6% in
2017 (two tenths more compared to the January'sclst) and 2.1% in 2018. The public
consumption growth rate moderates this year, regchi7%, a rate that will be maintained in
2018. Gross fixed capital formation is expectethtwease by 3.1% in 2017 and by 2.7% in 2018.
On the other hand, the external balance would e by three percentage tenths to GDP
growth this year and one tenth the coming one.

On the other hand, the European Commission, i8pting Forecast, revised upwards the
real GDP growth forecast of the Spanish economy2@i7, by half a point and three tenths for
2018, up to 2.8% and 2.4% respectively. By comptmeahe European Commission foresees a
private consumption growth of 2.5% this year andtB&next, as well as an acceleration of up to
3.4% in the gross fixed capital formation for 2Cid 3.9% for 2018. Likewise, the net external
demand will contribute by four percentage tenth&RP growth this year and by three tenths the
next one.
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Leading indicators point to a greater dynamism ictavity

Short-term indicators point to an extension of theivity dynamism. Among the
qualitative indicators, the Economic Sentiment ¢atior, published by the European Commission,
rose one point in April in comparison to the preanonth, up to 107.9 (average 1990-2016 = 100).
The breakdown by components reflects a sharp mis@mstruction confidence (14.4 points) and,
to a lesser extent, in services (4.5 points) amswmer confidence (3.5 points), while industry
and retail confidence edged slightly downwardsPlyyand 0.1 points, respectively. In the same
vein, the Global Activity Composite PMI for Spaiegistered a level of 57.3 in April, half a point
higher in comparison to the figure recorded in Maaoid the highest level in the last 20 months.
This result, which is also half a point higher thaat registered in the Eurozone, points to an
acceleration in the global activity compared to firevious month. On the other hand, the
Business Confidence Indicator, published by the,INEreased by 1.8% qg-0-q in the second
quarter of 2017, one point and a half more tharthe first quarter. Likewise, the OECD
Composite Leading Indicator for Spagfesigned to anticipate the turning points in tbenemic
activity with regards to its trend, moderated dligln March compared to February, standing at
99.9, a figure almost identical to its long-ternesge (100).

Among gquantitative indicators, the Business Turmdwelex favourable evolution stands

out, as it intensified the growth rate in Februavith calendar adjusted data, registering an 8.2%
y-0-y increase, two points more compared to th&ipus month. This acceleration is explained
by the higher dynamism of the turnover in the esttve and manufacturing industries, trade and
market non-financial services sectors, partialljsetff by the slower pace of increase of the
turnover in the sector of electricity and water @ypsanitation and waste management utilities.
In the same vein, total large firm sales, with db@ample, deflated and calendar adjusted data,
registered a 4.6% y-o0-y increase in March, oneht@igher when compared to February, ending
the quarter with an average annual growth of 4.2% in the fourth quarter of 2016). Among its
components, exports accelerated by three tentksioh, up to 10.9%, while domestic sales grew
by 2.7%, one tenth less than in February. On therdtand, imports accentuated the rate of y-o-y
growth by 2.8 points, up to 7.2%.

Private consumption dynamism persists

Private consumption short-term indicators pointhe continuation of its expansionary
trend. Thus, the consumer goods and services canpah domestic sales in large companies,
with deflated, fixed-sample and calendar adjustata,dgrew by 5.5% y-0-y in March, 1.7 points
more than in February, ending the first quartehveih annual average increase of 4.3% y-o0-y,
similar to the figure registered in the previousger (4.5% y-0-y)

Among the qualitative indicators, the Consumer @nfce Indicator published by the
CIS increased 7 points in April compared to thevignes month, reaching 106.7, above the 100
threshold (indicative of a positive perception ohsumers) and the second highest in the current
time series, following the maximum values recorade®ecember 2015. This rebound was due to
the evolution of its two components, current sitwmaand expectations, which increased by 9 and
5.2 points, respectively, up to 100.4 and 113.kewise, the Consumer Confidence Indicator
published by the European Commission rose 3.5 pam#pril in comparison to the previous
month, registering a balance of 1.3 points, posifiwr the first time since December 2015, as a
result of the improvement of all its partial compats.
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The deleveraging of the Spanish households contisue

Households have continued the deleveraging prdabasstarted in mid-2010. Households
and Non-Profit Institutions Serving Households debtfrom 67.8% of GDP in the fourth quarter
of 2015 down to 64.4% in the same period of 2016.tka® other hand, net financial wealth of
households increased by 3.1% y-0-y in the fourthrigu of 2016, due to an increase in financial
assets (1.4%) and to a decrease in liabilitie®%ely-0-y).

Equipment investment indicators show a more expamsiry trend

With regards to the indicators of investment inipment goods, the available information
shows, in general, a more expansionary trend. Tthesavailabilities indicator of equipment
goods, with calendar and seasonally adjusted degéstered a g-o-q growth of 1.5% in the first
quarter of 2017 (with information up to Februatyo tenths higher than in the previous quarter.
On the other hand, domestic sales of equipmensafdare in large companies rose by 1.9% y-0-y
in March, an evolution very similar to that regis@ in the previous month (2%), and truck
registrations intensified their growth rate in tiadnth, with a 28.6% increase according to the
figures provided by the DGT, an increase well abiina registered in previous months (0.8% in
February).

Likewise, the use of the production capacity of 8@anish industry, according to the
Ministry of Energy, Tourism and the Digital Agendata, stood at 78.3% in the second quarter of
2017 (April data), seven tenths above the previpuzster and one tenth higher when compared to
the figure recorded a year earlier.

...while construction investment indicators registerenixed results

The most recent indicators related to residenti@estmentregistered mixed results
According to the INE Statistics based on the progerrecorded in the Property Registers,
housing salesebounded by 26.9% y-0-y in Marabyer 25 points higher than the figure recorded
in February. This higher growttvas due to the 21.2% increase of new housing psesha
following the fall recorded in the previous monti.3%) and to the 22.2 points rise of used
housing purchases, up to 28.3%the first quarter of 2017, housing purchasee ms15% y-0-y,
almost five points more than in the fourth quacie2016.

On the other hand, the number of mortgages on hgusicorded a y-o0-y rate of -2.7% in
February, versus the rise close to 17% registerddmuary. The average amount of mortgages on
housing rose by 7.1% y-o0-y, seven tenths highecamparison to the figure recorded in the
previous month, so the capital borrowed for moréggagn housing rose by 4.2% y-o0-y, 20.3
points less than in January.

Non-financial corporations’ debt continues to dease

The non-consolidated debt of the non-financial ocapions continues the downward
trend started in mid-2010, reaching 101.7% of GDBRhe fourth quarter of 2016, five points
lower when compared to a year earlier, thus reachenels similar to those registered at the
beginning of 2006.

On the other hand, non-financial corporations iaseel the net financial transactions in
the fourth quarter of 2016, up to € 7.7 billion,ighhrepresents a figure 16.8% higher than in the
same quarter of 2015. This increase is explained tge in the net acquisition of financial assets
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(€ 18.5 billion in the fourth quarter of 2016, coang@d to the € 1.8 billion registered in the same
period of the previous year), higher than that exgmeed by the net incurrence of liabilities
(€ 10.8 billion, compared to the -€ 4.8 billion oeded a year earlier).

The industrial sector activity remains sound in thiest quarter of 2017

From the supply point of view, amongst the indastactivity indicators, the Industrial
Production IndeXIPI), with calendar adjusted data, slowed downgihts in March, to record a
y-0-y rate of 0.3%, ending the first quarter of ffear with an average annual growth of 1.8%,
similar to the rate registered in the fourth quadge2016. According to the economic use of
goods, the IPI lower strength in March was duen®o.6% drop registered in energy, following
the 3.3% rise recorded in February, as well as moae moderate increase in equipment and
intermediate goods (1.2% and 2.8%, respectivelypppaoed to the 2.7% and 4.4% recorded in
February), partially offset by the 1.2% increasgistered by consumer goods, versus the 0.3%
posted in the previous month.

G 4. PRODUCTION AND SALES IN THE INDUSTRY G 5. SERVICES: SALES AND PMI
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On the other hand, the rebound registered in Feproy the Industry Turnover Index
(IT1) and the Industry New Orders Index (INOI) s#anout. Specifically, the ITI, with calendar
adjusted data, recorded an 8.8% y-0-y increasepdidts higher in comparison to the figure
recorded in the previous month. This result is &ix@gd by the acceleration of equipment and
consumer goods (4 and 3.3 points, respectivelypu§p7% and 5% y-0-y), partially offset by the
slowdown registered by energy (55.8%, comparedheo6tl.8% recorded in the previous month)
and intermediate goods (5.6%, a rate one tenthritves in January). Likewise, the INOI, with
calendar adjusted data, accelerated 1.4 pointsbruiry, up to 8% y-o0-y, as a result of the higher
boost in intermediate and consumer goods, whicheased from 3.5% and 2.2% in January,
respectively, up to 8.1% and 5.1% in February, ipiyrtoffset by the slowdown of energy
(56.2%, compared to the 62.2% recorded in the pusvimonth) and equipment goods (0.8%
compared to 3.2% registered in the previous month).

On the other hand, the qualitative indicators divayg in the industry also showed signs
of the soundness in the sector. Thus, the manufagtindustry PMI for Spain stood at 54.5 in
April, 0.6 points higher than the one of the preianonth, due to the acceleration of both
production and new orders, in a context of modenatif the cost inflation rate.
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The construction sector activity indicators rebound

Among the indicators relating to the constructiativaty, the Production Index in the
Construction Industry (PICI) in Spain, published Byrostat, experienced a 5.4% increase in
February, compared to the same month of 2016, nmpaoison to the 10.8% decrease registered
January. This PICI evolution is explained by thersf increase in the civil works component
(52.8%, 43 points higher than the previous mordimg the moderation of the fall pace in the
building component, by eleven points, to -1.9% y-o-

With regards to construction activity leading iratimrs, according to construction new
permits of the Ministry of Public Works, flooragppeiovals in new construction intensified the y-o-y
growth rate by 3.2 points in February, recordingt of 11.5%. This evolution was due to the
12.8% rise registered by the non-residential corapgnafter the fall observed in the previous
month (-33.9%), partially offset by the decreasalaiost 18 points of the residential component,
down to 11.2%. In the same vein, cement apparem$woption (domestic sales plus imports
minus exports in volume) accelerated in March by points in y-o-y terms, up to 21.5%, ending
the first quarter of the year with a 14.1% incredsowing the 3.5% fall registered in the last
quarter of 2016.

Activity in the services sector gains momentum

The Services Sector Turnover Index (SSTI), withkvealendar adjusted data, accelerated
by 2.6 points in February in comparison to the jes month, up to 7.9% y-o-y. The SSTI more
expansionary trend is explained by the acceleratioits two main components: trade, which
grew by 6.2% y-o0-y, versus the 5.4% registeredainudry, and other services, which rose by
6.5%, one and a half points more than in the pressimonth. In the first two month period of
2017, the calendar adjusted SSTI grew by 6.6% yamg point more than in the fourth quarter of
last year.

The qualitative indicators related to the servisestor also confirmed the continuation of
the sector expansionary trend. Thus, the Servidg®ached 57.8 in April, four tenths higher in
comparison to the figure registered in the previmasith and 1.4 points above the figure reached
by the Eurozone (56.4). According to this index #dervices activity has grown continuously
since November 2013, and this latest increase waposted by the economic conditions
improvement, registering increases in the six sseanalysed, particularly in the Transport and
Storage sector.

The tourism sector indicators moderate the dynamism

Regarding the tourism sector indicators, it must Highlighted that 4.9 million
international tourists visited Spain in March 2047jgure 6.1% higher than the one recorded a
year earlier, which represents a slowdown of 5.@tpawith respect to the previous month. The
cumulative figures recorded up to March show tiegt humber of tourists that visited Spain
increased at an average annual rate of 9.3%, cemhfgarthe 11.1% registered in the previous
quarter. In the same vein, the expenditure by staiwho visited Spain in March amounted to € 5.1
billion, a figure 10.3% higher than that of the samonth of 2016 (16.2% in February). The
expenditure growth has been greater than thatuoistaarrivals (6.1%), which resulted into a y-o-y
increase in the average expenditure per tourid%af

Overnight stays in hotels registered a y-o0-y rdt&/ @% in March 2017, 5.4 points lower
in comparison to the previous month, partly as sulteof the calendar effect of the Easter
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Holidays, which this year took place entirely inrA@nd last year in March. This evolution is

mainly due to the higher fall rate of domestic owght stays (-16.6% y-0-y, in comparison to the
-8.4% registered in the previous month), which feitl the fourth consecutive month, and, to a
lesser extent, to the fall in foreign overnightyst4-0.5%, following the 2.1% rise registered in
February). In the first quarter of 2017 as a whbtegel overnight stays decreased by 2.8% y-o0-y,
mainly due to the decline of domestic overnighysté11.4%, compared to the 3.2% increase
recorded in the previous quarter).

Prices
The CPI y-o0-y rate falls down to 2.3% in March 2017

The Consumer Price Index (CPI) rose by 2.3% in Maacrate seven tenths lower than in
the previous month and matching the flash estinssiged by the INE at the end of March. This
performance was mainly due to the lower growth érgy products prices, and, to a lesser
extent, to the slowdown of non-processed food andces prices.

Energy products prices slow down by more than fpants, down to 11.7% y-0-y

Energy products prices grew by 11.7% y-o-y in MarfglA points less than in February.
This evolution is explained by the slower paceroiwgh in fuels and lubricants prices, which fell
from 18.5% y-0-y in February down to 12.8% in Mares well as by the electricity prices
slowdown (6.4 points), down to 12.5%.

Non-processed food inflation stood at 4.3%, 1.hisoiower than the one registered in the
previous month, largely due to the slowdown of legs and fresh vegetables prices (15.4 points,
down to 6.8%), partially offset by the higher gravaf fresh fruits prices (which went from 7.6%
in February up to 10.3% in March).

Core inflation decreases by one tenth, down to 0.9%

Core inflation (which excludes non-processed food @nergy, the most volatile elements
of the CPI) fell by one tenth in March, down to %.,9mainly due to the slowdown of services
prices.

Services prices y-o0-y rate fell by two tenths, frdn3% in February down to 1.1% in
March. Among its components, the 5.8 points slowdai/the tourist packages prices is worth
mentioning, as they virtually stabilised at 0.1%.

Processed food, beverages and tobacco priceslighdly in March, by 0.1%, after the
stabilisation registered in February, with the parfance of oils and fats standing out, as they
moderated their drop rate by nine tenths, to 0Ifi%0ood as a whole, prices grew by 1.4% y-o0-y,
three tenths less than in the previous month.

On the other hand, non-energy industrial goodseprimaintained their y-o-y growth rate
at 0.6%, without any significant changes amongatsponents.

According to the CPI flash estimate, inflation riséby three tenths in April, up to 2.6%

According to the flash estimate published by th& Ikhe y-o0-y rate of the national CPI
stood at 2.6% in April 2017, three tenths highecamparison to March. According to the INE,
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the rise in tourism services prices, due to thadfasolidays, as well as the stability in electsyci
prices -compared to the drop experienced in theesaonth of the previous year- stand out in this
behaviour. In m-o-m terms, the CPI grew by 1% imrilwersus the 0.7% rise registered in the
same month of last year.
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Harmonised inflation, given by the Spanish harmethi€PI flash estimate, also stood at
2.6% y-o0-y in April, a rate half a point higheréomparison to the figure registered in March. In
the Eurozone as a whole, the Harmonised Index afs@woer Prices (HICP), published by
Eurostat, registered a y-o-y variation rate of 1.9%ur tenths higher compared to March,
resulting in an inflation differential for Spain thirespect to the Eurozone of seven tenths, one
tenth higher than in last March.

The PPI moderates the growth rate in March

The Producer Price Index (PPI) registered a 0.88edse in March 2017 compared to the
previous month, after the 0.6% rise registered ard! 2016. In y-o0-y terms, the PPI variation
rate stood at 6%, 1.4 points lower than that regest in February. This is explained by the lower
growth of energy prices, partially offset by thegist acceleration of intermediate goods,
consumer goods and equipment goods prices.

Energy production prices rose by 15.6% y-0-y in dhareight points less than in
February. In m-o-m terms they fell by 4.2%, vertus 2.5% increase recorded in March of last
year. According to the NACE classification, cokelanil refining (whose prices slowed down by
24.5 points, falling from 57.9% in February down38.4% in March) and, to a lesser extent,
electricity, gas, steam and air-conditioning sup@iose prices rose by 10.2% y-o-y, 3.5 points
less than in the previous month) stood out in tHeeyyevolution of the energy component.

Non-energy goods production prices increased theiny growth rate by three tenths in
March, up to 2.8%, the highest rate since Noven29drl (2.9%). This acceleration was mainly
due to the evolution of intermediate goods priedsch grew by 4.4%, four tenths more than in
the previous month. In turn, this evolution waduahced both by the chemical industry prices,
which grew by 6%, a rate eight tenths higher thaRebruary (5.2%), and by metallurgy prices,
which increased by 22.5% in March, one point mhentin February.
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Production prices of consumer goods increased I8 21 March, two tenths more than in
February. By components, this increase in the droate is mainly explained by the evolution of
non-durable consumer goods prices, which accetéiateéwo tenths, up to 2.2% and, to a lesser
extent, of durable consumer goods prices, whichvgog 0.3%, one tenth more than in the
previous month. Among non-durable consumer goolig oil stood out again, as in February,
its production prices accelerating by almost fiv@ngs, up to 18.6%, reaching levels close to
record highs. The performance of meat processidgpagservation prices also stood out, since it
grew by 8.5%, a rate 1.3 points higher than in &aky. Consumer prices of food, beverages and
tobacco, as a whole, increased by 2.8% (2.5% imugaey). On the other hand, equipment goods
intensified the growth rate by three tenths, up.2%6 y-o-y.

Labour Market

According to figures from the Labour Force Survel) for the first quarter of 2017 and
the Social Security covered workers for April, taBour market continues to evolve favourably in
the first months of the year.

Employment rises by 2.3% y-o0-y in the first quartr2017

According to the LFS data for the first quarte26fL7, published by the INE, the number
of employed people decreased, as it is usual ifirgtequarter of each year, by 69,800 people, a
drop similar to the one registered in the sametquaf 2016 (64,600). The employed population
amounted to 18,438,300 people, a figure lower B¢0than the one recorded in the previous
quarter. With seasonally adjusted data, the g-adtptron rate stood at 0.7%, a rate two tenths
above that of the previous quarter.

In comparison to the same quarter of 2016, employnrereased by 408,700 people,
2.3%, a rate equal to the one recorded in the puswuarter. As a result of this behaviour, the
employment rate fell two tenths in the quarterchétag 47.8%, a figure one point higher than a
year earlier.

The rise in employment last year affected all majmanches...

By main activity branches, employment fell in sees and industry (94,700 and 8,200
people, respectively), and rose in agriculture elvhiegistered 31,000 employed people more-
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and in construction, with the creation of 2,100sjoBompared to the first quarter of 2016, the rise
in employment affected all main sectors, partiduldhe services one, where it increased by
199,000 employed people (1.4% y-o-y), followed hyustry, with 89,500 (3.6%), agriculture
with 70,300 (9%) and construction with 49,700 emptbpeople more (4.8%).

In terms of the professional status of workers, duarterly decrease in employment
corresponded, to a greater extent, to employedh, 44,600 employed people fewer, while the
number of self-employed workers fell by 23,800cbmparison to a year earlier, employees rose
by 405,700, registering a y-o-y variation rate of%, one tenth higher than in the previous
quarter, and the number of self-employed workecsemsed by 1,100 people, 0%, versus the
0.5% of the fourth quarter of 2016.

By type of contract, the reduction of wage emplayeethe first quarter of 2017 was fully
integrated by jobs of a temporary nature, as itsigal in the first quarter of each year, while the
number of employees with permanent contracts iseaTlhus, the number of employees with
temporary contracts fell by 122,600 in this periadd those with permanent ones increased by
78,000. When compared to the previous year, theease of wage employees was of 195,600
workers with a permanent contract (1.7% y-o-y, 48%he net wage employment creation) and
210,100 workers with a temporary one (5.6%, 52%efwage employment creation). As a result
of this evolution, the temporary rate stood at 25.8even tenths above in comparison to the
figure registered a year earlier.

...and focused on the private sector

The employment decrease in the first quarter of72€dncentrated mainly in the private
sector, with 57,600 employed less, while employmerthe public sector fell by 12,300 people.
In the last twelve months, private employment iasexl by 453,100 people (3% y-0-y, a rate two
tenths higher than the one registered in the posvguarter) and public employment fell for the
second consecutive quarter, by 44,500 people (-¥5%y, a rate one point lower than the one
registered in the previous quarter).

The partiality rate falls one tenth in the last yeastanding at 15.6%

Regarding working hours, all the employment destdoin the first quarter of this year

was full-time. Full-time workers fell by 111,100,hie part-time employees rose by 41,300.
Compared to the same quarter of 2016, full-timeleyges grew by 2.4%, four tenths less than in
the previous quarter, while part-time ones felllb§%, after the 0.4% decrease registered in the
previous quarter. Following these results, the Wea part-time workers on the total increased
by three tenths during the quarter and fell by tareh compared to a year earlier, standing the
partiality rate at 15.6%. The proportion of thodsowvork part-time because they could not find a
full-time job stood at 9.1% of the total employeeople, two tenths lower than in the previous
quarter, and six tenths lower than in the sametguaf 2016.

Considering the workers nationality, the employnrewiuction in the first quarter of 2017
only affected domestic workers (69,800), while émployment of foreign workers remained at
the same level as in the previous quarter
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Unemployment falls by 536,400 people in the lasdrye

Unemployment rose by 17,200 people in the firstriguaof 2017, compared to the rise of
11,900 people in the same period of 2016. Thustdtae number of unemployed people reached
4,255,000. During the last year, unemployment leeseshsed by 536,400 people, which translates
into a y-o0-y decline rate of 11.2%, one tenth lottxan the one of the previous quarter.

The unemployment rate rose by one tenth duringdiiarter and fell by 2.2 points
compared to a year earlier, down to 18.8% of theua force. With seasonally adjusted series (by
the INE), the g-o-qg variation in the number of updoged people stands at -3%, versus the -3.6%
for the fourth quarter of 2016; seasonally adjustedmployment is linking sixteen consecutive
quarters of decline.

The quarterly rise in unemployment affected onlynwemn, with 21,700 unemployed more,
while unemployment among men registered a deci&ag®00 people.

By activity branches, compared to the previous gnaunemployment increased in all
sectors, especially in services, with 104,800 urleygal more. In industry, there were 9,400
unemployed more, 3,700 in construction and 300gncalture. Unemployment decreased by
25,200 people in the group not previously emplogad fell by 75,800 among the people who
lost their jobs over a year ago.

By gender, the unemployment rate increased twebths amongst women, up to 20.5%,
and remained at 17.2% amongst men. By age grobpsguarterly increase of unemployment
focused on the people between 25 and 54 yearswalld, 53,300 unemployed more (55,700
unemployed less in the previous quarter for theesage group). Amongst those aged between 20
and 24, there were 19,100 fewer unemployed, andgtbep of people aged 55 and over
registered a reduction of 13,900 unemployed indizis.
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Labour force fell by 52,600 people in the first gaaof 2017 in comparison to the fourth
quarter of 2016, and by 127,700 versus a yeareearéaching 22,693,300 people. In y-0-y terms,
it decreased by 0.6%, a fall identical to that stagied in the previous period. On the other hand,
the activity rate fell by two tenths in the firastarter, standing at 58.8% (half a point less veesus
year earlier) and the working-age population (16/84rs old) reduced by 4,700 people during the
quarter and by 54,100 during the last year.
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Social Security covered workers rose by 3.8% y+o-4pril

The average number of Social Security covered werkase by 212,216 people in April
2017 compared to the previous month, reaching 2822, which represents the largest increase
in a month of April of the time series (158,038 April 2016). By branches of activity, the
number of Social Security covered workers rose prilAin all sectors, registering 182,348
covered workers more in services, 15,411 in aduce) 7,243 in industry and 7,214 in
construction. By NACE activity sections, with grodata and for all the regimes as a whole
(excluding Agrarian and Domestic Workers Speciat&ys and Sea and Coal Special Regimes),
all of them registered increases in Social Secucidyered workers. Amongst the services
activities, the following m-o-m rises stood out:télobusiness (101,315 Social Security covered
workers more), trade, motor vehicles and motoreycepair (23,223 more) and administrative
activities and auxiliary services (17,943 more).tiWseasonally adjusted data, Social Security
covered workers increased by 101,007 people inlAp16% m-o-m (73,941 in March, 0.4%),
linking more than three years of positive m-o-nesasince December 2013).

In y-0-y terms, 658,387 Social Security coveredkeos more were registered in April,
3.8%, a rate three tenths higher than that reconmdddarch and the highest since mid-2006,
mainly due to the acceleration of employment in $kevices sector and, to a lesser extent, in
agriculture. This behaviour was influenced by tiféecent timing of the Easter Holidays, which
in 2017 was held in April, while it was celebratadviarch in 2016.

By branches of activity, the number of Social Seégwovered workers accelerated four
tenths in services (up to 3.8% y-0-y) and thre¢hem agriculture (up to 2.4%), while it slowed
down by two tenths in industry (down to 3% y-o-y)dathree tenths in construction (down to
5.9%). The Social Security covered workers excluding agfice increased its growth pace by
3.9%, three tenths more than in March. By NACE\agtidivisions, food and beverage services
(whose y-0-y rate rose 1.6 points, up to 5.9%)pasnodation services (which accelerated six
points, up to 10.7%) and retail (that rose from%d.h March up to 2.1% in April) stood out.
Conversely, the slowdown of covered workers in gloahd courier (4.8 points, down to 12.8%)
and in education (three tenths, down to 4.8%) shbalpointed out.

Registered unemployment falls by 10.9% y-o-y in ibghe largest drop of the time series

Registered unemployment fell by 129,281 people prilAcompared to the previous
month (-83,599 in the same period of last year)clvis the largest drop of the time series. As a
result, the total number of registered unemployeached 3,573,036. By branches, and with
unadjusted data, registered unemployment felllinfahem in comparison to the previous month:
services (96,672 people), agriculture (11,330)stoction (8,944) and industry (8,264). In the
group without a previous employment, unemploymeeit by 4,071 people in April. With
seasonally adjusted data, registered unemployredridyf 70,777 people in April, the largest drop
of the time series, equivalent to a m-o-m rate266,-following the -0.8% recorded in March.

In y-0-y terms, unemployment dropped by 438,135ypem April, also the largest drop
of the time series and equivalent to a 10.9% 1fa8, points higher than in March. By branches,
construction stood out, since registered unemployrfedl by 19.1% y-0-y (-19.7% in March),
followed by agriculture (-13.5%, after the -12.4@gistered in the previous month) and industry
(-13% for the second consecutive month).
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It should be noted that youth unemployment (petygllew 25 years old) fell by 60,944
people in the last year, representing a 17.9% ydomyp (4.2 points more intense than in March).

G12. SOCIAL SECURITY-COVERED WORKERS
AND REGISTERED UNEMPLOYMENT
ear-on-year change in %

G 13. WAGE RATES
year-on-year change in %

5 15 2

B Newly signed

/\——\/._/\4/ B Reviews wage

I T

vered workers

== Registered unemployment (right-hand scale)

-5 -15 0 -
2013 2014 2015 2016 2017 2013 2014 2015 2016 (*) 2017 (*)
(*) Provisional data.
Source: MESS. 2017 data refers to april.

Source: MESS.

The average agreed wage increase in collective bangg agreements remains at 1.3% up to
April

According to the Collective Bargaining Agreemerdatistics published by the Ministry of
Employment and Social Security, and with the infation available up to the end of April 2017,
the average agreed wage increase stood at 1.3%etwlts above the wage increasgeed in
2016.

The salary increase of last year, after includimg guaranteed wage by clause revision,
reached 1.1%, the same figure as the one inigagjhged. These figures are provisional, as long as
the statistics continues to include agreements &ffécts in 2016.

External sector
The net borrowing of the Spanish economy vis ataighe rest of the world falls

According to the Balance of Payments data, in Fatyri2017, the Spanish economy
generated net borrowing to the rest of the worlltiheng € 193 million, lower than the figure
recorded in the same month of 2016 (€ 798 millidi)e improvement of the external balance
compared to the previous year was due to the rextuof the current account balance deficit,
partially offset by the decrease in the capitabact surplus.

The current account balance recorded a € 223 mideficit in February, lower than the
deficit of € 1.1 billion registered a year earlias, a result of a decrease of the deficit of prymar
and secondary income, which more than offset tdeat®on of the goods and services surplus.
Meanwhile, the surplus in the capital account eratefl 30 million, versus the surplus of € 319
million of February last year.

The trade deficit rises in February

According to Customs data, the trade balance recom deficit of € 2.6 billion in
February this year, compared to a deficit of €dilBon registered a year earlier. The trade défici
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rise (48%) was due to the energy component, whagistered a deficit increase of 91.4%, while
the non-energy component went from registeringfecitlef € 271 million to a surplus of € 246
million.
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In cumulative terms for the last twelve months apFebruary 2017, the trade balance
recorded a deficit of € 20.3 billion, compared witte € 23.7 billion deficit registered in the
previous year. The 14.1% improvement in the extdyakance is due to both the evolution of the
energy component, whose deficit fell by 12.1%, smthe non-energy component, whose surplus
rose by 7.8%.

The dynamism of real exports and imports of goodsitnues in February

According to Customs figures, goods exports in@daa February by 8.3% y-o0-y, and
their prices, approximated by unit value indicescréased by 0.1% (versus the 0.8% rise
registered in January), resulting in an 8.4% niseeal terms, after the 16.5% growth registered in
January. The analysis by product groups in reahgeand in y-o-y terms, shows an uneven
evolution in February in comparison to the previausnth. Exports of food and non-food
consumer goods slowed down by 4.7 and 2.2 poirendo 0.3% and 8.1% respectively and
capital goods and non-energy intermediate goodsrexmoderated their growth rate by 14.9 and
10.9 points, to 0.3% and 9.3% respectively. Onotiver hand, energy intermediate goods exports
rebounded by 106.6%, following the 78.5% incredsseoved in the previous month.

By geographical areas, exports in volume to theopean Union increased by 8.5% in
February, in comparison to the 14.1% increase texgid in January and exports outside the
Union slowed down by 13.9 points, to 8%.

Goods imports increased by 11.4% y-0-y in nomieains in February, and their prices
rose by 5% (7% in January). These price changes hagen affected by the 35% rise in energy
goods prices. As a result, imports in real termpedenced a y-0-y increase of 6.1%, following
the 11.2% rise registered in the previous montle dimalysis by products of imports in real terms
and in y-o-y rates also reflects an uneven evatutiompared to the previous month. Imports of
food and non-food consumer goods decreased by ar2Pb.3%, following the rises of 8.1% and
10% registered in the previous month, respectividigse of non-energy intermediate goods
slowed down 3.7 points, to 5.1%. On the other hamgyorts of capital goods accelerated two
points, up to 10% and those of intermediate go@d8 fioints, up to 38.9%.
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By geographical areas and in real terms, impoash fthe European Union rose by 8.3%
y-0-y in February, following the 10.6% increaseareled in January. Real imports from the rest
of the world recorded an increase of 3.2% versad 9% rise registered in January.

The "momentum” of exports remains positive

The "momentum” (change during the last three moirthsomparison to the previous
three months) of exports, in real terms, registergubsitive rate in February (4.6%) for the fifth
consecutive month, due to the positive contributérEU countries and, to a lesser extent, of
non-OECD countries. By products, the positive dbation of non-energy intermediate goods
stands out, and to a lesser extent, of capital aginbod and non-food consumer goods. The
"momentum” of imports was also positive in Febru@sp), for the fifth consecutive month, due
to the positive contribution of EU countries, nod-Enembers of the OECD and, to a lesser
extent, of non-OECD countries. By products, thatp@scontribution of intermediate, energy and
non-energy goods stands out.

The financial balance generates net capital outflewn February

According to the Balance of Payments, the finano#ghnce, excluding the Bank of Spain
assets, recorded net capital outflows of € 5.%adpilin February, versus the net outflows of € 9.6
billion recorded a year earlier. This result is lekged by the net outflows registered by direct
investment (€ 1.5 billion), portfolio investment 85 million) and other investment (€ 4.1
billion) while financial derivatives (€ 567 milligmecorded net inflows.

The assets net variation recorded net capital awsfl(investments) of € 15.6 billion in
February, versus the net outflows of € 5.2 billregistered in the same month of 2016. On the
other hand, the liabilities net variation generated inflows (investments) of € 10.2 billion,
versus the net outflows of € 4.3 billion recordegkar earlier.

The net debtor position of the Bank of Spain visads the Eurosystem increases

The net debtor position of the Bank of Spain visda-the rest of the world increased by €
10.5 billion in February, due to the rise of € 10i8ion registered in the net debtor position
vis-a-vis the Eurosystem. On the other hand, reseincreased by € 1 million and the remaining
net assets rose by € 13 million.

Public sector

On 27" April, the Ministry of Finance and Civil Service pubkshthe data of non-financial
transactions of the Central Governmetite Regional Governments and the Social Security
Funds, with consolidated data and in terms of MaficAccounts, for February 2017. Likewise,
the Ministry published the State monthly budgetcexion data for March 2017, both in terms of
National Accounts and Cash.

On the other hand, the Ministry of Employment andi&l Security published the monthly
budget execution data of the Social Security, imgof Cash, corresponding to March.

Likewise, on 3% March, the Bank of Spain published the Debt datathe State,
corresponding to March, according to the ExcesBifcit Procedure (EDP) methodology.
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The General Government consolidated deficit, exchgl Local Government, falls down to
0.95% of GDP in the first two month period of thegr

On a consolidated basis, the Central Governmeat,Régional Governments and the
Social Security Funds recorded up to February 29Heficit of € 11 billion (0.95% of GDP),
8.6%lower in comparison to the same period of 20168%®f GDP). This deficit reduction is
explained by a y-0-y increase of non-financial teses (1.0%) and by the decrease registered by
non-financial uses (-0.7%).

The increase in revenues was mainly due to theimisecial contributions (5%), partially
offset by the drop in taxes on production and ing@2.3%). Regarding non-financial uses, these
mainly decreased due to the fall in interests (4.9

The budget execution of the Central Government @ige first two month period of 2017
with a deficit of € 11.5 billion, equal to 0.99% GDP, 0.14 points below the one recorded in the
same period of 2016 (€ 12.6 billion, 1.13% of GDR)is deficit reduction is due to the fact that
non-financial uses fell by 6% (down to € 33.6 bitl) in comparison to thiérst two month period
of 2016, more than offsetting the fall of non-financial rastes (-4.5%, to € 22.1 billion). The
decrease of non-financial resources is due to dleof tax revenues (-5.1%), mainly VAT and
personal income tax (the latter due to higher adedrpayments to Local Governments). On the
other hand, the decrease in uses is explainedebfalhin interests (-7.6%) and the lower transfers
to other administrations (-5.0%), in particularSocial Security Funds. The expenditure of the
Central Government eligible to be included in tradcalation of the expenditure benchmark
decreased by 7.1% y-0-y, with an amount of € 1%llibi in comparison to the € 16.9 billion
registered in the two month period of 2016.

The Regional Governments accumulated a deficit@& million (equivalent to 0.07% of
GDP) up to February this year, tvimndredthdower than in the same period of 2016 (€ 951
million, equivalent td0.09% of GDP). This lower deficit is explained by-#-y increase of
non-financial resources (2.8%) higher than the r@ggstered by non-financial uses (2.2%). The
increase in resources is explained by the y-o-wtrof taxes on production and imports (15%)
and current taxes on income and wealth (6.1%), latter affected by the higher advanced
payments made by the State as personal incom&haxuses growth is mainly due to an increase
in the compensation of employees (0.9%), whichudet in several Communities the pending
amounts corresponding to the release of the boay®p2012, the largest social transfers in kind
acquired in the market (4.6%) and the higher expered on transfers made to other
administrations (5.6%). The expenditure of the Begi Governments eligible to be included in
the calculation of the expenditure benchmark inahalysed period increased by 2.6% y-0-y, with
an amount of € 21.4 billion.

As for Social Security Funds, these ended the fisgt month period of 2017 with a
surplus of € 1.3 billion, equal to 0.11% of GORp hundredthdower than in the same period of
2016 (€ 1.5 billion,equivalent t00.13% of GDP). This lower surplus is due to an éase of
non-financial uses (1.5%) higher than the risesteged by non-financial resources (0.7%). The
increase in uses is mainly explained by the risgorial benefits (1.1%). On the other hand, non-
financial resources rose due to the increase imalsoontributions (5.5%), partially offset by the
fall of the transfers received from the State @%8). To date, only the Social Security System has
received transfers from the State and no paymeai tbeen made to the State Public
Employment Service (known in Spanish as SEPE) dhéoWage Guarantee Fund (known in
Spanish as FOGASA).
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The State’s deficit in terms of National Accountalls by 43.8% y-o0-y up to March

Up to March 2017, the budget execution of the Statded with a deficit, in terms of
National Accounts, of € 5.7 billion (0.49% of GDRBJB.8% lower than the deficit accumulated in
the same period of 2016.

This lower deficit was due to a y-0-y increase on+iinancial resources (1.6%) and a
decrease registered by non-financial uses (-7.4%g.increase in resources is mainly due to the
evolution of tax revenues (3.2%, driven by the VAWhile the decrease in uses is due to the
fewer current transfers between Public Adminisbradi (-6.3%), and to a lesser extent, to the
reduction of the contribution to the budget of Elg based on VAT and GNI resources (-35.2%)
and the interests fall (-10.2%).

In terms of Cash, the State recorded a deficit 8f&Dbillion up to March 2017, lower by
22.5% to the figure recorded in the same period0df6 (€ 11.1 billion). Non-financial revenues
decreased by 1% y-o0-y, reaching € 27.1 billion, levlmon-financial expenditure decreased by
7.2%, down to € 35.7 billion.

Tax revenues up to March increase by 5.4% in homogeus terms

Total tax revenue (including the Regional and Ldealernments’ share) recorded a y-0-y
increase of 5.5% up to March, mainly due to thedase of the labour withholdings and VAT. In
homogeneous terms, that is, adjusted by the diffet@x refunds in both years, the IVMDH
refunds (health cent) and the deferrals of pubiitties, tax revenues rose by 5.4%. Without
including the Regional and Local Governments, andan-homogeneous terms, the rise stands at
6%.

Within total taxes, revenue from personal income tacluding the Regional and Local
Governments’ share, increased by 2.2% up to Mamhinly due to the labour income
withholdings rise (2.4%), partially offset by theallf of capital withholdings (1.3%). In
homogeneous terms, after correcting the effecewfréfunds in both years and tteferrals of
public entities, lte increase of revenues from personal income #ndstat 3.4%.

Revenue from corporate income tax recorded a negdijure of € 3.9 billion up to
March, due to the strong increase in tax refun@®@$olhigher compared to the previous year.

VAT revenue, including the Regional and Local Goweents’ share, increased by 8.3%
y-0-y up to March.In homogeneous terms, adjusted by the differentrédxnds, the increase
stands at 9.4%f the effect of the deferrals is also excludee, ithcrease stands at 6.8%.

Excise duties collection, including the Regionatl &iocal Governments’ share, was 0.7%
higher compared to the figure registered in theesperiod of 2016, mainly due to the increase in
the Tax on Hydrocarbons (4%, which in homogeneaumg, corrected for the health cent
refunds, stood at 1.5%), despite the reductidixicise on TobaccBroducts (-8.8%)

Non-financial expenditure decreases by 7.2% up tarfgh

With regard to expenditure, total non-financial pents decreased by 7.2% up to March
in comparison to the amount accumulated in the saened of 2016, due to the fall of all its
components. In particular, it is worth mentionihg falls in interest expenditure (-8.7%), current
transfers (-3.3%, affected by the lower transferthe SEPE and the EU budget), real investments
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(-43.8%) and capital transfers (-35%, a fall akecty the lower transfers to the CNMC:
electricity sector).

With regards to the borrowing requirement of that&tit fell by 37.7% up to March,
compared to the same period of last year, reacirig.7 billion, versus the € 26.8 billion
recorded in the same period of 2016. This decrisadee to the lower cash deficit (€ 8.6 billion,
compared to the € 11.1 billion recorded a yearnerlpartially offset by a lower net variation of
financial assets (€ 8.0 billion, compared to th&5&6 billion registered in the same period of
2016). The borrowing requirement was mainly finahtt@ough mid and long term domestic debt
(€ 20.6 billion).

The Social Security records a surplus up to March

On the other hand, up to March 2017, the SociauffigcSystem (Managing Entities,
General Treasury and Mutual Insurers) recorded@usiof € 2.7 billion in terms of Cash, 20.3%
below the figure recorded in the same period 0f62@&13.4 billion). Revenues increased by 0.8%
mainly due to the rise of social contributions (4%gspite the fall registered by current transfers
(-8.8%, out of which the State’s current transfiets by 11.1%), property income (-53.3%) and
other revenues (-1%). On the other hand, paymess by 3.3%, mainly due to the increase
recorded by pension (3.1%), temporary disabilityl$8), maternity expenses (4.5%), current
expenses on goods and services (8.9%) and interesiisinvestments and other current and
capital transfers, which together increased by 6.B#ally, with regard to staff expenses, they
fell by 0.6% compared to the same period of th&iptes year.

Eurostat confirms the deficit and debt figures reped by Spain in the EDP Notification of
April

On 24" April, Eurostat published the official deficit amtébt figures of EU countries in
the framework of the first EDP Notification of 2Q1Furostat confirmed the figures reported by
Spain, which for 2016 correspond to 4.54% for te&ait to GDP ratio (including the assistance
to financial institutions) and 99.4% for the DedtGDP ratio.

The State EDP Debt slows down in March
At the end of March, the State Debt, accordincdhtoEDP methodology, stood at € 968.8

billion, compared to the € 938.2 billion register@gear earlier, which represents an increase of
3.3%, one tenth lower in comparison to the figegistered in the previous month.
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