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RECENT EVOLUTION OF THE ECONOMIC INDICATORS

Financial markets

Since the beginning of this year, the financial ka#s evolution has been conditioned by
the expectations of monetary policy normalisation oth sides of the Atlantic and by the
negotiations for the formation of a coalition gawsment in Germany. The publication of
macroeconomic references and business resultshaldoan impact on this evolution. In this
context, the main stock indices registered a mbe&lhviour, with a predominance of losses, the
yields of the public debt in central Europe inceshstrongly, and the euro appreciated against the
dollar.

The ECB maintains the interest rates and continuggh the debt purchase programme

The Governing Council of the European Central BE®RB), on its meeting held on ®5
January, decided to maintain the interest rateshenmain financing operations, the marginal
lending facility and the deposit facility unchanged.00%, 0.25% and -0.40%, respectively. The
Governing Council continues to expect the key E@Brest rates to remain at their present levels
for an extended period of time, and well past thezon of the net asset purchases.

Regarding non-standard monetary policy measures, Governing Council expects
monthly net purchases of assets amounting to € iB@nbwill continue until the end of
September 2018, or beyond, if necessary, and incasg, until the Governing Council sees a
sustained adjustment in the path of inflation cstesit with its inflation target. If the outlook
becomes less favourable, or if financial conditidmescome inconsistent with further progress
towards a sustained adjustment in the path oftiofiathe Governing Council stands ready to
increase the Asset Purchase Program (APP) in tefsige and/or duration. The Eurosystem will
reinvest the principal payments from maturing siiesr purchased under the APP for an
extended period of time after the end of its nseagurchases, and in any case for as long as
necessary. This will contribute both to favourabtpiidity conditions and to an appropriate
monetary policy stance.

The monetary policy guide of the ECB remains ungedn except for the entity’s
statement introducing the explicit recognition loé t'recent volatility of the exchange rate" as a
source of uncertainty for price stability in the daterm which, therefore, must be closely
supervised.

The Fed maintains the interest rates, but foreseesv increases this year

The Federal Open Market Committee (FOMC) of thedfaldReserve (Fed), in its two
day meeting held on 30and 3% January, decided to maintain the Federal Funesest rates
within the target range of 1.25% and 1.50%, after25 b.p. increase recorded off' D&cember
2017. The decision was unanimously supported bisathembers. During the last meeting held,
with Janet Yellen as the Federal Reserve Chaigsitipn taken over by Jerome Powell since
February, the FOMC stated that the monetary pamytinues to be accommodative, supported
by the strength of the labour market and the streagnomic growth, but with inflationary
pressures in the forecast horizon. Thus, the Coreenibresees gradual increases of the interest
rates throughout 2018, the first one expected irchaising by a quarter of a point, up to a range
between 1.5% and 1.75%. In addition, the FOMC omts to reduce gradually the bond portfolio
and mortgage-backed assets.
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G1. MONETARY AND FINANCIAL INDICATORS (1)
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The BoJ maintains the interest rates and the mongtatimulus plans

In the meeting held on 22and 2% January, the Bank of Japan (BoJ) decided to Keep t
negative interest to current accounts that findmegtitutions hold at the Bank (-0.1%). Similarly,
the BoJ decided to keep its asset purchase progeammchanged, which expands the monetary
base at an annual pace of approximately 80 trilj@m, and the exchange-traded funds
programme (ETFs), which was increased to an anpaeé of 6 trillion yen in its outstanding
balance. The BoJ expects the economy to grow abdemte pace, supported by stimulating
measures, favourable financial conditions and ¥paesion of the world economy.

The 12-month Euribor remains stable with negativalues

In the interbank market of the Eurozone, interas¢s registered minor changes during
January and early February and remained negativa,dontext where the ECB maintained an
accommodative monetary policy. Thus, dhEebruary, the one, six and twelve-month Euribor
stood at -0.369%, -0.278% and -0.191%, respectivelssus the -0.368%, -0.271% and -0.186%
recorded at the end of December 2017. The evolutfidhe 12 month Euribor in this period is
due to the expectations of practical stabilityriterest rates (the twelve-month OIS decreased one
b.p.) and the stability of the risk premiums reqdim the market (the Euribor-OIS differential did
not change during this period).

European public debt yields increase strongly

In the secondary public debt market, the expectatiof the central banks’ monetary
policy normalisation, with a possible increase la# tnterest rates in the United States in March
and a possible withdrawal of the monetary stimhlead of schedule in the Eurozone, have
boosted the yields of the American bond and the#mre debt upwards, with the exception of
some countries in the peripheral area (Spain am@¢&). Thus, the 10-year Spanish bond yield
stood at 1.48% on"SFebruary, 9 b.p. below the figure recorded ofi R8cember 2017, to which
Fitch's rating increase has contributed. On therdtiand, the German bond yield rose by 30 b.p.
in that period, up to 0.73%, the Spain-Germanyed#itial standing at 75 b.p., 39 b.p. below the
level recorded in late December last year andcatrdelows since 2010. Meanwhile, the Spain-Italy
differential stood at -54 b.p., rising by 11 bip.comparison to that of #December. The yields
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decrease in Greece (-40 basis points), and thedserin Ireland and the United States (47 and 41
basis points, respectively) registered in thisqueghould be noted.

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

Yields (%) Differentials with Germany (basis points
Countries Dec-29-17| Jan-31-18| Feb-05-18 Variation in sprgads Dec-29-1@n-31-18| Feb-05-18 Variation in spreads

Period | Annual Period | Annual
€] 2 3 3)-2) | 3)-1) Q) (5) (6) (6)-(5) | (6)-(4)

Germany 0.43 0.70 0.73 3 30
Holland 0.53 0.75 0.77 2 24 10 5 4 -1 -6
Austria 0.58 0.81 0.84 3 26 15 11 11 0 -4
Finland 0.60 0.81 0.85 4 25 17 11 12 1 -5
Belgium 0.64 0.84 0.87 3 23 21 14 14 0 -7
France 0.78 0.98 0.99 1 21 35 28 26 -2 -9
Ireland 0.67 1.14 1.14 0 47 24 44 41 -3 17
Spain 1.57 1.45 1.48 3 114 75 75 0 -39
Italy 2.00 2.02 2.02 0 157 132 129 -3 -28
Portugal 1.94 1.95 2.03 8 151 125 130 5 -21
Greece 4.12 3.73 3.72 -1 -40 369 303 299 -4 -70

Source: Financial Times.
The stock indices show mixed results

In the stock markets, the main indices recordecethivesults in the period between late
December 2017 and early February this year. Dutlegfirst twenty days of January, indices
increased strongly, boosted by the financial aretggnsectors, due to the expectations of a less
gradual withdrawal of monetary stimuli by the EGBe increase in oil prices and the positive
macroeconomic references. However, since the lasksvof January and, especially, on the first
week of February, there has been a generaliseéatmm of the indices, registering important
losses, in a context of greater inflationary pressuThis could reflect the reaction of investors
expecting a less gradual than initially anticipabei@rest rate increase in the United States. In
Europe, the Eurostoxx 50 index fell by 0.7% in fegiod between 29December 2017 and"5
February this year. On the other hand, in Spaia,IBEX 35 rose by 0.2% during that period,
reaching 10,064.50 points. In the US market, thé’> S0 index decreased by 0.9% during that
period, registering a 6.2% fall betweerf'@hnuary and™February 2018.

The euro appreciates against the dollar

With respect to the currency market, the expeatataf monetary policy normalisation in
the Eurozone and the progress in the negotiationthé formation of a government coalition in
Germany have strengthened the euro exchange raiesaghe dollar in January and early
February this year, despite the expectations @f iratreases in the United States. Thus, in the
period between late December 2017 and early Fepthar year, the euro appreciated by 3.7%
against the dollar and by 1.2% against the yen dapdeciated by 0.2% against the pound, trading
at the end of the"5February session at 1.244 dollars, 136.67 yerDe8857 pounds. In the same
period, the euro appreciated by 0.9% in nominaatife exchange rate terms vis-a-vis the group
of industrialised countries.
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T 2. International stock exchange

Level % Variation

Countries Index Feb-05-18 Jan-31-18 Dec-29-17
Germany DAX 12,687.49 -3.8 -1.8
France CAC 40 5,285.83 -3.6 -0.5
Italy FTSE MIB 22,821.63 -2.9 4.4
Spain IBEX 35 10,064.50 -3.7 0.2
Eurozone EUROSTOXX 50 3,478.77 -3.6 -0.7
United Kingdom FTSE 100 7,334.98 -2.6 -4.6
United States S&P 500 2,648.49 -6.2 -0.9
Japan NIKKEI 225 22,682.08 -1.8 -0.4
China SHANGHAI COMP 3,487.50 0.2 55
Mexico IPC 50,395.83 -0.1 2.1
Brazil BOVESPA 81,861.09 -3.6 7.1
Argentina MERVAL 31,145.60 -10.9 3.6

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

The M3 broad monetary aggregate slows down in Deben017...

The M3 broad aggregate moderated the rate of advanthree tenths in December 2017,
to 4.6% y-0-y, mainly due to the slowdown of oveitti deposits (six tenths, to 9.5%) and the
higher fall in marketable instruments (-3%, compate the -0.5% registered in the previous
month), partially offset by the two tenths accdiera of currency in circulation (3.5%) and the
lower fall in other short-term deposits (-2.1%, q@ared to the -2.5% recorded in the previous
month).

T 3. Eurozone monetary aggregates

December % Yea-on-vear variatio
Monetary aggregates Biloaln70e October November December

(Billion €) 2017 2017 2017
1. Currency in circulation 1,112 35 3.3 3.5
2. Overnight deposits 6,676 10.4 10.1 9.5
M1(=1+2) 7,789 9.4 9.1 8.6
3. Other short-term deposits (= 3.1. + 3.2.) 3,411 -2.7 -25 2.1
3.1. Term deposits up to two years 1,193 -9.8 -9.4 -8.5
3.2. Deposits redeemable at notice up to three rgonth2,218 1.8 1.8 1.8
M2(=M1+3) 11,200 54 5.3 5.1
4. Marketable instruments (= 4.1.+ 4.2.+4.3.) 670 -0.8 -0.5 -3.0
4.1. Repurchase agreements 76 -6.1 10.2 10.0
4.2. Money market funds shares/units 514 34 1.5 -1.7
4.3. Securities other than shares up to two years 80 -20.1 -18.9 -19.8
M3 (=M2+4) 11,870 5.0 4.9 4.6

Source: European Central Bank.
...and financing to the private sector in the Eurmze maintains the growth rate stable

On the other hand, the main counterpart to M3 fithencing to the private sector in the
Eurozone, rose by 2.8% in December 2017, as ipt&eous two months. This evolution is due
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to the stability in the growth rate of loans (2.%%6-y) and to the fact that the acceleration of
securities other than shares (5%, compared to.89% B2corded in the previous month) offset the
slowdown of shares and other equity (3.3%, versd%o4n the previous month). Within loans,

those received by households rose by 3.2%, oné taeote than in the previous month, those
received by non-financial corporations grew by 1.84ate one tenth higher than that of the
previous month, and those received by other firnostermediaries slowed down four tenths, to
2.8%.

T 4. Financing of private sector in the Eurozone (1)

December 2017 % Year-on-year variation

Balance October November  December
(Billion €) 2017 2017 2017
Credit to the private sector 13,107 2.8 2.8 2.8
Loans 10,866 2.6 25 25
Households 5,595 3.2 3.1 3.2
House purchases 4,214 34 33 33
Consumer credit 652 6.7 7.1 6.9
Other lending 730 -0.9 -0.8 -0.7
Non-financial corporations 4,321 1.7 1.7 1.8
Insurance companies & pension funds 109 -1.6 0.1 -34
Other financial intermediaries 841 35 3.2 2.8
Securities other than shares 1,439 44 39 5.0
Sharesand other equities 802 2.8 44 33

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

The stock of financing to the private sector in Spaises in December 2017

The stock of financing to the private non-finan@attor in Spain rose by 0.2% y-0-y in
December 2017, compared with the decrease of the ssagnitude registered in November. This
y-0-y increase represents the second increase iage017, after a period of negative rates that
began in October 2009. Financing received by fiaoselerated six tenths, up to 0.9%, due to the
increase in foreign loans, after the fall recordedhe previous month, partially offset by the
lower rise of the securities other than sharesthedyreater decrease in bank loans. On the other
hand, financing received by households recordea-# yate of -0.8% in December, a figure one
tenth higher in comparison to that registered i phnevious month (-0.9%), due to the lower
decrease registered by bank loans for housingewtahk loans for purposes other than housing
maintained the same growth rate as in the previtaugth (5.6%).

New loan and credit operations to households and Edtise

The amount of new loan and credit operations tesébalds, in cumulative terms for the
last twelve months, increased by 8.7% y-o-y in Deloer 2017, two points more in comparison to
the figure registered in the previous month. Thigl@ion is due to the acceleration of its three
components: the loans for housing (3.9 points,ai3.6% y-0-y), loans for consumption (two
tenths, up to 15.9%) and loans for other purpoBex foints, up to 9.3%). The amount of new
loan and credit operations to SMEs (using as aypfox these credits those under one million
euros) rose by 8.2% y-o-y, in cumulative termstfa last twelve months up to December last
year, 1.2 points more compared to the previous mdd the other hand, the amount of new loan
and credit operations exceeding one million euraseiased by 1.6% y-o0-y, a rate 5.4 points
higher than that of November (-3.8%) and positivetiie first time since the beginning of 2016.
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T 5. Financing of non-financial sectorsresidentsin Spain

December 2017 % Year-on-year variation

Balance October November December
(Billion €) 2017 2017 2017
Non-financial cor porations and Households 1,599 -0.5 -0.2 0.2
Non-financial corporations 894 -0.2 0.3 0.9
Bank loans 511 -0.5 -0.6 -0.8
Securities® 94 7.2 9.1 7.6
External loans 289 -1.6 -0.6 2.0
Households 704 -1.0 -0.9 -0.8
Bank loans. Housing 529 -2.8 -2.9 -2.7
Bank loans. Other 176 5.1 5.6 5.6
General Government - 25 3.9 -
Total financing - 0.7 14 -

(1) Other than shares.
Source: Banco de Espafia.

Spanish economy
Domestic Demand and Production

The Spanish economy grows by 3.1% in the fourth gea of 2017, according to the flash
estimate

According to the Quarterly National Accounts (QN#gsh estimate, published by the
National Statistics Institute (INE, by its Spanabbreviation), GDP in volume, with calendar and
seasonally adjusted data, recorded a g-o-q grofM@i7é6 in the fourth quarter of 2017, one tenth
lower than the figure registered in the previousrtgr, accumulating more than four years of
positive rates. In y-o-y terms, GDP increased W?@.as in the third quarter, ending 2017 as a
whole with an average annual growth of 3.1%, twiite lower than in 2016.

The European Commission revises its growth forecést the Spanish economy upwards in
2018, up to 2.6%

The European Commission (EC), in its Winter Forecésr 2018, has revised one tenth
upwards, the 2018 Spanish real GDP growth estinugtep 2.6%, versus last autumn estimates.
This was due to a more favourable evolution oféabenomic activity in the second half of 2017
than was expected in November 2017. For 2019, tpeated real GDP growth remains at 2.1%,
with no changes from previous forecasts. Accordmthe EC, although the impact on economic
growth of the political uncertainty in Cataloniashaeen contained, future events could still have
effects whose magnitude cannot be foreseen atrrese

On the other hand, in its January 2018 update eMWorld Economic Outlook, the IMF
sets the real GDP growth forecast for the Spargsin@my for this year at 2.4%, one tenth below
the figure forecasted in the previous estimate,tdube effects of increased political uncertainty
in confidence and demand. However, for 2019, th& Itdvises the growth forecast one tenth
upwards, up to 2.1%.
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Qualitative indicators of global activity improve iJanuary

Qualitative indicators point towards a higher dymam of the global activity in early
2018. Amongst them, the Economic Sentiment Indic@t®E, by its Spanish abbreviation) of
Spain, published by the EC, stands out, as it bys@lmost one point in January 2018 versus the
previous month, reaching 110.9 (average 1990-201003, the second highest value since March
2001 (111.5 in December 2015). Meanwhile, the 18Ehe Eurozone fell six tenths in January,
down to 114.7, so the unfavourable differential $pain fell by 1.5 points, from -5.3 points in
December 2017 down to -3.8 in January 2018.

Likewise, the Composite PMI for Spain registerelg\ael of 56.7 in January, 1.3 points
higher in comparison to the figure recorded in Delger, pointing to an acceleration of global
activity, and the PMI of the Eurozone rose sevemhtg up to 58.8, so the unfavourable
differential for Spain fell six tenths, down to 2ints.

On the other hand, the Composite Leading IndicttoSpain, published by the OECD
designed to anticipate the turning points in theneemic activity with regards to its trend, rose
one tenth in December 2017 for the third conseeutionth, reaching 100.3, above its long-term
average (100). The indicator stood slightly abdwe dne registered for the OECD countries as a
whole (100.2), and slightly below that recordedhi@ Eurozone (100.6).

The Spanish economy net lending position vis-ais rest of the world is maintained

According to the Spanish Economy Financial Accoyniblished by the Bank of Spain,
the Spanish economy recorded net lending vis-ahasrest of the world in the third quarter of
2017, equivalent to 3% of the quarterly GDP, edoathe figure registered a year earlier. This
stability was due to the fact that the two-poinb-y-increase in the net financial transactions
balance of the General Government, up to 2.8% aftgqudy GDP, offset the two-point drop in the
balance of the net financial transactions of hoakishand NPISHs, to 3.9% of quarterly GDP.
On the other hand, the net lending of non-finan@afporations and financial institutions
remained stable at 2.6% and 1.5% of GDP, respdgtive

Private consumption indicators extend the dynamism

With regard to private consumption, available iadocs point to the continuation of the
expansionary path, driven by the favourable evofutof the labour market, the financing
conditions and the net financial wealth of housdbplin a continued deleveraging process
context.

With regards to qualitative indicators, the Consu@enfidence Indicator (CClpublished

by the European Commission, rose by 2.8 pointsumudry in comparison to the previous month,
reaching a positive balance of 1.3, due to the avgment of the outlook on the general situation
of the economy, households and unemployment conmpoimecontrast with the fall recorded by
the savings trend component. However, the Consu@oerfidence Indicator published by the
Sociological Research Centre (known in Spanish & ll two tenths in January 2018 in
comparison to the previous month, reaching 102iB.above the 100 threshold (indicative of a
positive perception of consumers) for the thirdssmutive month. This slight fall, was due to the
worsening of the expectations component, whichrfigle tenths, partially offset by the six tenths
improvement of the current situation indicator.
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Among the quantitative indicators, retail saleshwvork calendar and price adjusted data,
slowed down in December last year by 2.7 pointgistering a 0.5% y-o0-y rate. By groups, the
less expansionary trend of retail sales is expthimg the lower growth rate of both the food
component (0.6% y-o-y, a rate 1.5 points lower tiia@ previous month) and the non-food
component, registering a 0.7% y-0-y increase inebdzer 2017 compared to the 4,6% growth in
November 2017.

On the other hand, passenger car registrationgrdiog to the figures provided by
ANFAC (Spanish Association of Vehicles Manufactgsjeaccelerated more than fourteen points
in January 2018, up to 20.3% y-0-y, the largestease since May 2016. All sales channels
showed a strong expansionary trend, particulagyhbilsiness channel as it increased its purchases
by 26.4% y-0-y, followed by those of tenants anigigie individuals, with y-0-y increases of 24%
and 15.6%, respectively. Domestic sales in largepamies of consumer goods and services, with
deflated, fixed-sample and calendar adjusted daggistered a y-0-y increase of 4.7% in
December, one point lower than the figure registémehe previous month, with consumer goods
standing out, as they rose by 6.2% y-o0-y.
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Financial wealth of households increases

Net financial wealth of households increased by#y80-y in the third quarter of 2017,
reaching 115.8% of GDP, as a consequence of aeaserin financial assets (2.8%) higher than
that experienced by liabilities (0.2% y-0-y). Bysiruments, in the balance assets for households
and NPISHs, equity and investment fund shares #met assets gained relative weight compared
to a year earlier, at the expense of the restsdtasespecially currency and deposits. In liabdjt
the weight of loans decreased and that of othbilitias increased.

In parallel, the deleveraging process of househsldged in 2010 continued. Thus, the
debt of households and NPISH reached 61.8% of GDi#Ra third quarter of 2017, more than
three points lower than that registered a yearezgd84.9%)

Equipment investment indicators show mixed results,

Recently published equipment investment indicateh®wed mixed results. Thus,
domestic sales of equipment and software in lagyapanies, with deflated, fixed-sample and
calendar adjusted data, grew in December by 7.7%84yy6.3 points more than in the previous
month, while according to figures provided by then@ral Direction of Traffic, truck registrations
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registered a 4.9% y-o-y fall in December, compdcethe 12.5% rise registered in the previous
quarter.

On the other hand, the use of productive capacithé Spanish industry stood at 79.7%
in the first quarter of 2018 (data for Januaryy,tenths above the figure recorded in the previous
quarter and 4.7 points lower than that registemetie Eurozone.

...and business confidence moderates the fall ratehe first quarter of the year

The Business Confidence Indicator, published by, INBderated the g-o-q fall rate in the
first quarter of 2018, seven tenths, to 0.4%. Byponents, the balance of expectations stood at
1.9 points, 3.3 points lower compared to the lastrggr of 2017, while the balance of the current
situation reached 7.1 points (5.3 points in theviptes quarter), almost two points above the
expectations previously stated for that quarte? (@ints).

The firms deleveraging process continues

In the third quarter of 2017, the Spanish comparmebt, in the form of loans and debt
securities stood at 98.1% of GDP, versus the 1026%@DP recorded in the same period of the
previous year, standing below 100% of GDP for tingt time since late 2005. As far as the
non-financial corporations are concerned, in thel thuarter of last year, their balance reflected a
y-0-y increase in financial assets of 2.5% and.8%®in liabilities, so the net financial liabilise
of the sector fell by 1.9%, reaching € 1,315 hillio

Residential construction investment indicators modte the expansionary trend

Construction investment indicators moderate theaegnary trend, mainly in residential
investment. According to INE statistics, based tw Property Registers, the number of housing
sales experienced a y-0-y growth of 9.2% in Decen®0d7, 8.9 points lower than the figure
registered in the previous month. This was duéédawer dynamism of used housing purchases,
whose y-0-y rate stood at 8.8%, seven points beioat of November, and new housing
purchases, which grew by 11%, compared to the 29#fistered in the previous month.

On the other hand, the number of mortgages on hguggistered a y-o-y decrease of
3.7% in November 2017, after the 8.2% increaserdecbin the previous month. The average
amount per mortgaged house grew by 10.7%, a r&tepdints higher compared to the one
recorded in October, and the capital borrowed fortgages on housing rose by 6.7%, 11.5 points
less than in the previous month. The average isttewe for mortgages on housing reached
2.71%, 0.45 points lower versus November 2016 thaecverage term was 24 years.

Industrial activity remains strong

From the supply point of view, amongst the indas$tactivity indicators, the Industrial
Production Index(IPI), with calendar adjusted data, registered r@ngt y-0-y increase in
December 2017, of 6.6%, 1.7 points higher compé#oetthe figure registered in November and
the highest since June 2000. By destination grahpdhigher IPI y-0-y dynamism is explained by
the acceleration of its main components, exceptifbermediate goods, whose y-o-y rate
moderated half a point, to 6.6%. The intensificatad the energy growth rate stands out, which
reached 10.3%, 5.3 points higher than in the ptesvimonth. Likewise, equipment and consumer
goods accelerated, 2.7 and 0.9 points, respectivplio 9.7% and 1.7% y-0-y.
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The Industry Turnover Index (ITI) and the Indushtgw Orders Index (INOI), adjusted
for calendar effects, continued to grow at highesatn November 2017, registering y-o-y
increases of 7.5% and 9.2%, respectively, comparéie 7.7% and 3.8% variation rates recorded
in the previous month. By components, the slightemation in the ITI growth rate is explained
by the slowdown of intermediate goods and consugoeds, 1.1 and 0.1 points, respectively,
down to 10.5% and 3.4% y-o0-y respectively, whilergly accelerated 3.5 points, up to 14.6%,
and equipment goods grew by 6.4%, three tenths tharein October. In the case of the INOI,
the strong momentum was due to the more favourabtgution of all its components, with
equipment goods standing out, as they registe@d acrease, after the 5.6% decline recorded in
the previous month. Energy accelerated 3.3 pomms,to 14.9%, and consumer goods and
intermediate goods accelerated two and one paspectively, up to 4.8% and 12% y-o0-y.

On the other hand, qualitative indicators poinatslight moderation in the growth rate of
activity in the sector. The manufacturing PMI fqrah registered in January 2018 a level of 55.2,
six tenths lower than in the previous month, eveugh the manufacturing production increased
abruptly again due to the rise in new orders, dapecthose for exports, and the rate of
employment creation continued to grow sharply. hiee, the confidence indicator in the
industry fell 0.6 points in January, due to thepdimo the production expectations component and
the order portfolio, partially offset by the decsean stocks.

The construction sector activity leading indicatoecentinue to grow sharply

In the construction sector, the activity data invBimber 2017 showed a favourable
evolution. Thus, the Production Index in the Camndion Industry (PICI), with calendar adjusted
data, published by Eurostat, rose by 0.4% y-oMawember 2017, compared to the 1.2% decline
registered in October. By sub-sector, this sligée¢ m the CPI is explained by the evolution of the
civil works component, which grew by 1.5% y-o-ylléaving the 5.9% decrease registered in the
previous month, as well as by the building compgn&hich went from registering a rate of -0.1%
in October 2017 to increase by 0.3% in November.

G 4. PURCHASING MANAGERS' INDEX (PMI) G 5. CONSTRUCTION ACTIVITY INDICATORS
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On the other hand, construction activity leadindicators continued to grow sharply,
although they registered a slightly more moderatad. The figures referring to the official
tenders stand out, as they registered a y-o-y aseref 97.6% in November 2017, 8.3 points
lower than in the previous month, due to the ewolfuf the civil works component, which
registered a 101.9% growth compared to a rate 2f5% recorded in the previous month. This
was partially offset by the building component, g¥iaccelerated more than 63 points, up to
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90.2% y-o0-y. In parallel, according to new constiart permits, the surface to be constructed
registered a y-o-y growth of 10% in November 20thlis significantly moderating its rate, by
almost 50 points, compared to the previous montle, lobth to the non-residential component,
which registered a slight increase, of 0.3% (107i8%e previous month), and to the residential
component, which went from increasing by 47.6% atdDer 2017 to registering a y-0-y increase
of 13% in November.

With regards to qualitative indicators, the condtinn confidence indicator, published by
the European Commission, rose 15.7 points in Jgraganpared to the previous month, reaching
a level of -3, due to improvements in both the orpertfolio and employment expectations
components.

The activity dynamism in the service sector contasu

According to the available information, activity the services sector showed a higher
growth rate at the end of last year. Thus, the iBesvSector Turnover Index (SSTI), with work
calendar adjusted data, accelerated 3.1 point®wember 2017, up to 7.7% y-0-y, mainly due to
the trade evolution, which increased its pace Bypints, up to 8%, and, to a lesser extent, to
other services, whose 7% growth was 1.8 pointsdritftan in October.

Moreover, among the qualitative indicators, conifick in the services sector, after edging
downwards in the last months of last year, turdgghtly upwards in January, up to 20.1 (19.8 in
December 2017). In the same vein, the Servicesreb#l sharply in January, reaching 56.9, 2.3
points higher compared to the previous month, hacdtghest figure in the last six months.

Tourism sector indicators end 2017 at record highs

The latest published indicators related to tourmow a continuation of the dynamism,
ending 2017 at record highs. According to the Syrea Tourist Movements on Border,
published by INE, almost four million internation@lurists visited Spain in December 2017, a
figure that represents a decrease of 0.2% in yerms, compared to the 7.4% increase recorded
in the previous month. Thus, 2017 ended with d tift81.8 million foreign tourist visits, a record
high, which implies an average annual increase@#81.5 points lower than in 2016. Likewise,
the total expenditure by foreign tourists who @ditSpain in December last year registered a
slight increase of 0.1%, after the strong growttorded in the previous month (10.3%), although
in 2017 as a whole, the total tourist expenditurdooeigners reached € 86.8 billion, which
represents a new record high, and an average agroveth of 12.2%, three points higher than in
2016.

The rest of the indicators related to tourism abBowed an expansionary trend. Thus,
overnight stays in hotels increased by 1% y-o-yDecember 2017, 1.1 points less than in
November, due to the contractionary trend of fareagernight stays, whose stays fell by 2.5%,
compared to the 1.2% increase registered in theique month, partially offset by the
acceleration of domestic overnight stays, of 2.igsp up to 6.1%. On the other hand, air traffic
rose by 8.9% in December (9.3% in November), du¢h&olower dynamism of international
traffic, which slowed down two points, to 5.4% yypwhile domestic traffic showed a greater
growth rate, of 16%, 3.1 points higher than inphevious month.
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Prices
Inflation moderates six tenths in December 2017 114 %

The Consumer Price Index (CPI) rose by 1.1% y-n-pécember 2017, a rate one tenth
lower in comparison to INE’s flash estimate puldidhate December (1.2%) and six tenths lower
compared to the one registered in November (1.7%is evolution is mainly explained by the
slowdown of energy products prices and, to a lesg&nt, of non-processed food and services
prices.

Energy products prices slow down in December 2017

Energy products prices rose by 2.6% y-0-y in Dean#t017, 3.4 points less than in
November, due to a base effect associated wittsttlomg m-0-m rebound rise registered in the
same month of 2016. This slowdown is mainly dughtoevolution of fuels and lubricants prices,
which went from registering a 6.7% y-o-y rate inddmber to 3% in December, and, to a lesser
extent, to the 0.2% fall in electricity prices,afincreasing by 3.5% in November. For its part,
gas prices moderated their growth rate three tetal&8%.
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in percentage points y-0-y change in %
4 — CPI () Non-energy ind.goods| 4 —| General CPI
Processed food Energy -=| Core Inflation

A
<=

’v Non-processed food Services r\,\
iy | |\/\\ )
NS
|||||I !l ’./’~-"“\o'\- [ \\\
\ 4
fra., . _|||"""I|"|" 1] !Il | I
77]_'/ 1 - L

° ““‘V’“V\‘Y\/\/

2013 2014 2015 2016 2017 2013 2014 2015 2016 2017

Sources: INE and SGACPE. Source: INE.

Non-processed food prices grew by 2.8% y-o-y inddelger, 1.5 points less than in the
previous month, due to the 3.9 points slowdownhef fresh fruits prices, to 4.1%, and fresh
vegetables and legumes prices, which went from vy 7.5% in November, to 3.3% in
December.

Core inflation remains at 0.8%

Core inflation, which excludes the most volatilerekents from the CPI (non-processed
food and energy products), remained at 0.8% y+o{yacember 2017.

Services prices slowed down two tenths in Decentbet,3% y-0-y, due to tourism and
hospitality and, specifically, to tourist packagesiose prices went from growing by 5.8% in
November to falling by 1.2% in December, an evolutin turn explained by a base effect
associated with the sharp m-o-m rebound recordétkisame month of 2016.
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For its part, the y-o0-y variation rates of the psaf non-energy industrial goods (BINE)
and processed food prices remained at -0.3% afd de@pectively.

According to the CPI flash estimate, inflation moxes six tenths in January 2018, to 0.5%

According to the flash estimate published by th& Ikhe y-o0-y rate of the national CPI
stood at 0.5% in January 2018, a rate six tentiwerlan comparison to the figure registered in
December 2017. According to INE, the evolutionlecéicity prices stands out in this behaviour.

The harmonised inflation, estimated by the SpaRBEDP flash estimate, stood at 0.7%
y-0-y in January 2018, a rate half a point lowerthhe figure registered in December 2017. For
its part, the Eurozone’s HICP flash estimate, miad by Eurostat, recorded a y-o-y variation of
1.3% in January 2018, one tenth below the figugestered in December 2017, so the inflation
differential against the Eurozone favourable toispase four tenths, up to 0.6 percentage points.

G 8. HARMONISED CPI G 9. INDUSTRIAL PRODUCER PRICES (PPI)
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The PPI slows down almost one point and a half im&mber 2017, to 1.8%

The Producer Price Index (PPI) y-o-y variation n&&ched 1.8% in December 2017, 1.4
points lower compared to November, due to the layvewth rate of energy prices and, to a lesser
extent, of consumer goods, partially offset by shight acceleration of equipment goods prices,
while the rate of increase of intermediate goodsegrremained stable.

Energy production prices slowed down by 5.2 point®ecember, to 1.2% y-0-y, due to
the base effect associated with the strong m-obowed registered in the same month of 2016. In
this evolution of the energy component, and acogrdo the NACE classification, the behaviour
of coke and oil refining stands out, whose pricexienated their growth rate by 10.5 points, to
7.4%, as well as the behaviour of prices of eleityti gas, steam and air-conditioning supply,
which fell by 1%, the first y-0-y decline since Nowuber 2016, compared to the 2.4% growth
recorded in November 2017.

The non-energy PPI slowed down one tenth in Decergb&7, to 1.9% y-0-y, a rate
higher than the general PPI for the first time sildovember 2016. This slight slowdown was
mainly due to the evolution of consumer goods grieehich went from growing by 1.3% y-o0-y
in November to 1.1% in December, as a result otlihee tenths moderation of the growth rate of
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non-durable consumer goods prices, to 1.2%. Durabfesumer goods prices rose by 0.2%,
compared to the stability they registered in Novemb

For its part, intermediate goods prices remained3.8% in December 2017, and
equipment goods prices grew by 0.8%, one tenth tharein the previous month.

Labour Market

According to the Labour Force Survey (LFS), empleytrose by 2.6% in y-0-y terms in
the fourth quarter of 2017, two tenths less tharnhi previous quarter, while unemployment
decreased by 11.1% y-0-y, 2.5 points less thamenthird quarter. For its part, the number of
Social Security covered workers rose by 3.4% yin-yanuary, a rate equal to that registered in
December 2017, and registered unemployment felr 596, which implies a rate of decrease
three tenths less pronounced than in December. Mfgard to costs, the average wage variation
agreed in collective bargaining for 2018, with imf@tion up to the end of January this year,
stood at 1.5%.

Employment increases in the fourth quarter of 20by 490,300 people, in y-0-y terms

According to LFS data, published by INE, the humbeemployed people decreased by
50,800 in the fourth quarter of 2017 (-19,400 ie #ame quarter of 2016). Total employment
amounted to 18,998,400 people, a figure lower, 394) than the one of the previous quarter.
With seasonally adjusted data, the g-o0-q variatada stood at 0.4%, a rate three tenths lower in
comparison to the one registered in the previoastqu

In y-0-y terms, employment increased by 490,300pfee(2.6%, a rate two tenths lower
than the one registered in the previous quartdrg. @mployment rate fell two tenths during the
quarter, reaching 49.1%, 1.1 points higher thaeaa garlier.

By main activity branches, employment fell by 1202eople in services and by 10,900
people in construction, while it increased in agjtire and industry, with 43,700 and 40,600
more people, respectively. In y-o0-y terms, employtgrowth affected all sectors, particularly the
services one, where it increased by 289,800 pebl¥s y-o0-y), followed by industry, with
132,200 more (5.1%), construction with 64,400 (&¥td agriculture with 4,000 (0.5%).

The two tenths y-o-y slowdown of total employmestdue to the lower employment
growth in agriculture and, to a lesser extent,ndustry, partially offset by an acceleration in
construction employment, while services maintaitiexpace of job creation virtually unchanged.
By NACE sections, it is worth noting, mainly, theygloyment drop in trade, by 1.5% y-o-y, after
the 0.3% rise recorded in the previous quarter, thied3.4 points slowdown in professional,
scientific and technical activities, to 2.5%. Om thther hand, the most significant accelerations
were registered in education (0.7%, after a 2.9%adse recorded in the previous quarter) and
hospitality (increased by 5.6%, double that ofghevious quarter).

In the fourth quarter of 2017, employment fell hetprivate sector by 63,600 people,
while it increased by 12,600 in the public sectorthe last twelve months as a whole, 81.9% of
the employment created has been private, incrednsing)1,600 people (2.6% y-o0-y, a rate four
tenths lower when compared to the previous quaréer) public employment has increased by
88,600 (3% y-o0-y, after the 1.9% rise registeretheprevious quarter).
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G 10. EMPLOYMENT AND UNEMPLOYMENT RATE G 11. LABOUR FORCE AND ACTIVITY RATE
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Focusing on the professional status of workersqtigterly increase in employment fully
corresponded to employees, with 15,900 more emgloydile the number of self-employed
workers fell by 66,800, affecting all economic sestand representing the largest fall in the series
since the fourth quarter of 2009 (-68,900). Comgbdcea year earlier, the number of employees
increased by 537,200, registering a y-o-y variatiate of 3.5%, two tenths higher than in the
previous quarter, and self-employed workers deectdy 46,900, 1.5%, compared to the 0.6%
increase registered in the previous quarter.

By type of contract, the increase of employeeshe fourth quarter of 2017 fully
corresponded to permanent employees, increasirid 8800 people in that period, compared to
the fall of 102,900 in temporary employment. In-y-terms, 66.6% of the employees increase
corresponded to open-ended contracts (357,900, tvé temporary rate reaching 26.7%, two
tenths higher compared to a year earlier. Thikessmallest y-o0-y increase of the temporary rate
since the third quarter of 2013.

Regarding working hours, all employment createdha fourth quarter of 2017 was
part-time employment, with 79,600 employed peopleren while full-time employment
decreased by 130,400. Compared to the same qo&26d.6, full-time employment increased by
3.3%, a rate two tenths higher compared to th#teprevious quarter, and part-time workers fell
by 1%, after the 1.1% increase registered in tleeipus quarter. As a result, the weight of part-
time workers in total employment increased halbanpin the quarter, but decreased by the same
amount in comparison to a year earlier, standirgpirtiality rate at 14.8%. The share of those
who work part-time because they could not find latfme job (“involuntary”) stood at 8.5% of
the total employed people, which is two tenths &ighan in the previous quarter and eight tenths
less compared to the fourth quarter of 2016.

Considering the workers nationality, the employmergation in the fourth quarter of
2017 fully affected foreign workers, who increassd14,600 compared to the previous quarter,
versus the 65,500 less Spanish workers. In y-amdeSpanish workers increased by 2.3% and
foreign workers by 5.8%.

By age groups, it is worth noting the increaseantit employment (people aged between
16 and 24), 14.1% y-o0-y, a growth rate nine tetdtv@r compared to that of the previous quarter.
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LFS unemployment falls by 11.1% y-o-y

Unemployment rose by 35,000 people in the fourthrigu of 2017, compared to the
decrease of 83,000 people in the same period d8.20Aus, the total number of unemployed
people stood at 3,766,700. With data seasonallysset] by INE, the number of unemployed
people decreased by 1.6% g-0-q (-2.2% in the pusviguarter). In y-0-y terms, unemployment
has decreased by 471,100 people, representingeaofadiecline of 11.1%, 2.5 points lower
compared to that of the previous quarter (-13.6%).

By activity branches, compared to the previous uaunemployment increased mainly
in services (71,800 more people), industry (18,40@) construction (7,700), while it decreased in
agriculture (36,100 unemployed less). The groupr&@mployed looking for their first job, or that
have quit their last job more than a year ago,atesad by 26,800 people.

The unemployment rate increased by 16 hundredthseimuarter and fell by 2.09 points
compared to the figure registered a year earkaching 16.55% of the labour force.

By age groups, it is worth noting the fall in youthemployment (people aged between 16
and 24), by 9.1% y-o-y, with the youth unemploymeate standing at 37.5%, 5.4 points lower
than a year earlier.

The labour force grows for the first time in ten quters, by 0.1% y-0-y

The labour force fell by 15,900 people in the faugtiarter of 2017 compared to the third
one, while it has increased by 19,100 during tlsé yaar, the first y-o-y increase in ten quarters,
accumulating 22,765,000 people. In y-0-y termdndreased by 0.1% (-0.3% in the previous
period). For its part, the activity rate stood &t886, one tenth lower compared to the figure
registered in the previous quarter and two terdgh&t versus that of the fourth quarter of 2016.

The y-0-y increase of Social Security covered woskeemains stable at 3.4% in January

The average number of Social Security covered werllecreased by 178,170 people in
January 2018 compared to the previous month (104@8er Social Security covered workers in
January 2017), reaching 18,282,031.

By branches of activity, with unadjusted data, thanber of Social Security covered
workers decreased in January compared to the piewimnth in all sectors, mainly in services,
with 157,445 fewer Social Security covered workengdjile in industry, construction and
agriculture 8,770, 7,840 and 4,116 fewer SocialuBsc covered workers were accounted,
respectively. By NACE activity sections, with unasted data, and for the General (excluding
Agrarian and Domestic Workers Special Systems)3eltiemployed Regimes, it is worth noting
the m-o-m drops in trade, with 42,108 fewer covesneadkers, hospitality, with a total of 40,963
fewer covered workers and administrative activiaes auxiliary services, with a drop of 31,227
covered workers. The reductions in the three casee more pronounced than those registered in
the same month of the previous year (41,802, 35882 28,945 fewer covered workers,
respectively).

With seasonally adjusted data, Social Security @evorkers increased by 66,578
people in January, 0.4% m-o-m, three tenths mame it the previous month.
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In y-0-y terms, Social Security covered workerserbg 607,856 people in January, 3.4%,
a rate identical to that registered in December72@y activity branches, the stability of the
Social Security covered workers y-o0-y rate was tuéhe fact that the greatest fall in covered
workers in agriculture (-0.8%, a fall one tenth martense than in the previous month) has been
offset by the acceleration in construction (twotlen up to 7.6%), while services and industry
have maintained a stable y-o-y growth rate (3.5%38%, respectively).

By NACE activity sections, with unadjusted data &odthe General (excluding Agrarian
and Domestic Workers Special Systems) and Self-®yedl Regimes, within services it is worth
highlighting the slowdown of Social Security cowérevorkers in the public administration,
defence and compulsory social security, whose yatg decreases half a point, down to 5%, and
in hospitality, whose rate drops three tenths, deavB.5%. On the other hand, it is worth noting
the acceleration in financial and insurance aatisjtin which Social Security covered workers
grew for the first time since the beginning of 8&ies in 2009, by 0.2% (-0.5% in the previous
month), as well as in construction and in informatand communications, whose rates rebounded
in January two and four tenths, respectively, up.686 and 5.9%.

The Special System of Domestic Employees shoulddbed, as it was the one that most
boosted the growth rate of all covered workers;esits fall moderated eight tenths, to 1% y-o-y,
due to the base effect associated with the strolegnmdecrease registered in the same month of
2017.

According to the professional situation, the y-gayiation rate of employees remained at
4.1%, while in the case of self-employed it inceshtvo tenths, up to 0.5%.

In the General Regime and for the total of 12.8iomlcovered workers whose type of
contract is specified in the statistic, 53% of yhe-y job creation in January was permanent and
47% temporary, with a y-o-y increase of 3.9% fa tbrmer, as in December 2017, and of 7.2%
for the latter, a figure one tenth lower in compani to that of the previous month.

Registered unemployment falls in January by 7.5%-y

Registered unemployment rose by 63,747 people nualg compared to the previous
month (57,257 unemployed more in the same periddsbfyear). As a result, the total number of
registered unemployed stood at 3,476,528.

By branches, and with unadjusted data, registenednployment rose when compared to
the previous month in services (72,468 more peppledgriculture (2,417 unemployed more) and
in industry (775 more people). On the other handecreased in construction (5,154 unemployed
less). In the group without a previous employmengmployment decreased by 6,759 people in
January 2018.

With seasonally adjusted data, unemployment feR4y 61 people (0.7%), a fall rate one
tenth more intense than that registered in Dece2BET.

In y-0-y terms, unemployment dropped by 283,703ppem January, by 7.5%, a rate of
decline three tenths less intense than the onsteegd in the previous month. By branches, the
registered unemployment moderated its rate of wedh services, where it fell by 5.8% (-6.1% in
December); in construction, where it decreased 6% 1-16.4% in December); and in industry,
with a fall of 10.8% (-11.3% in December). On thkay hand, agriculture registered a decrease of
9.2%, eight tenths more intense than in December.
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Youth unemployment (people below 25 years old)dglR8,810 people last year, which
represents a 9.7% y-o-y drop (-8.9% in December).

G12. SOCIAL SECURITY-COVERED WORKERS G 13. WAGE INCREASE IN
AND REGISTERED UNEMPLOYMENT COLLECTIVE AGREEMENTS (REVISED)
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The 2018 agreed wage increase in collective bargagrstands at 1.5%

According to the Collective Bargaining Statisticaibpshed by the Ministry of
Employment and Social Security, the average agmwade rise stood at 1.5% (with the
information available up to the end of January 30&8e tenth above the wage increase agreed in
2017, revised.

The number of workers affected by all the agreemamgned up to January and with
effects in 2018 reached 3,667,007, 14.9% highen thathe same period of 2017. Of all the
workers affected by the agreements signed up taadgnand with effects in 2018, 99.8%
correspond to agreements signed before the afotemed year (3,659,753 workers, 1,666
agreements) and the remaining 0.2% to new agresmsghed in 2018 (7,254 workers, 6
agreements), with wage increases of 1.5% and 2&8pectively.

With regards to the coverage, the agreed wageti@arian firms” agreements (1.2%) was
lower than that signed at a higher level (1.5%).

By sector, the agreed wage increase up to Jansany 1.7% in construction, 1.6% in
services, 1.4% in industry and 1.1% in agriculture.

Up to January 2018, 84 opt-outs were registerestafig 1,891 workers, 2.3% more than
in the same period of 2017. 90.5% of the opt-ouksrstted refer to the wage amount agreed.

External sector
The Spanish economy continues generating net lerggio the rest of the world
According to the Balance of Payments data, in Ndan2017, the Spanish economy

generated net lending to the rest of the world & Z billion, below the one registered a year
earlier (€ 3.6 billion).
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The current account balance recorded a € 3.0 bilioplus in November last year, € 288
million lower than the figure registered in the gamonth of 2016 (€ 3.3 billion), as a result of a
18.2% y-0-y decrease in the positive balance ofdgand services, partly offset by the 25.9%
increase of the surplus of primary and secondargrre. On the other hand, the surplus in the
capital account ended at € 141 million, versus£t@83 million of November last year.

The trade surplus of the non-energy component ingses in November 2017

According to Customs data, the trade balance recbwm deficit of € 1.6 billion in
November 2017, compared to a deficit of € 1.2 dmllregistered a year earlier. The trade deficit
increase was due to the energy component defaiéase, of 34.4%, partially offset by the rise in
the non-energy component surplus, of 43.5%.

In cumulative terms for the last twelve months, tfaele balance recorded a deficit of €
25.1 billion up to November 2017, compared with €1&8.1 billion deficit accumulated in the
twelve months up to November 2016. The 38.9% wangeof the trade balance is explained by
the energy component deficit increase, of 29%, tand lesser extent, by the decrease in the
non-energy surplus, of 49.7%.

G 14. TRADE BALANCE G 15. FOREIGN TRADE, VOLUME
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The dynamism of real exports of goods continues,...

According to Customs figures, goods exports in@dans November by 7.9% y-o-y, and

their prices, approximated by unit value indicesser by 1% (1.8% in October), resulting in a
6.8% rise in real terms, after the 9.2% growthstged in the previous month. The analysis by
product groups in real terms and in y-o-y rategwsha generalised slowdown in November,
except for non-food consumer goods exports, whodelarated 3.9 points, up to 5.6%. Exports of
capital goods slowed down 16.1 points, to 3.7%.tk@nother hand, exports of food consumer
goods and energy and non-energy intermediate gsiogieed down 3.3, 1.5 and 3.2 points, to
2.8%, 33.1% and 7.3%, respectively.

By geographical areas, exports in volume to theofesn Union increased by 2.6% y-0-y
in November, in comparison to the 5.7% rise regesten October, and exports outside the Union
accelerated by 16% (15.9% in the previous month).
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...and, to a lesser extent, that of real imports

Goods imports increased by 9% y-o0-y in nominal gimNovember, and their prices rose
by 4.6% (3.5% in October). Energy goods pricesaased by 9.1%, while other products prices
grew by 4%. As a result, imports in real terms,ezignced a y-o0-y increase of 4.2%, following
the 9.3% increase registered in the previous moarttl. analysis by products of imports in real
terms and in y-0-y rates registered an uneven pedoce in the different categories. Imports of
capital and energy intermediates goods acceletgted 6.7% and 25.3%, respectively (4.9% and
11.5% in the previous month), and non-food consugoeds and non-energy intermediate goods
imports slowed down 7.8 and 8.9 points, respegtiiel 3.9% and 0.2%. Lastly, food consumer
goods fell by 3.2%, following the 4.8% rise registtin October.

By geographical areas and in real terms, impods fthe European Union rose by 3.8%
y-0-y in November, following the 5.9% registeredOatober. Real imports from the rest of the
world slowed down 9.4 points, down to 4.7%.

The "momentum” of exports remains positive

The "momentum” (change during the last three moitthsomparison to the previous
three months) of exports, in real terms, registexegbsitive rate in November (1.4%) for the
second consecutive month, due to the positive ibution of EU and non-OECD countries. By
products, the positive contribution of energy awd-energy intermediate goods stands out. The
"momentum” of imports became negative in Novemb@6@o), after fourth months registering
positive values, due to the negative contributiénEt) countries. By products, the negative
contribution of non-energy intermediate goods stamdt.

The financial balance generates net capital outflsun November

According to the Balance of Payments, in Novemb®6d72 the financial balance,
excluding the Bank of Spain assets, generatedapetat outflows of € 5.8 billion, versus the net
outflows of 23.3 billion recorded a year earliehid result is explained by the net outflows
registered by direct investment (€ 931 million) anber investment (€ 7.0 billion), higher than
the net inflows registered by portfolio investmé@t2.1 billion) and financial derivatives (€ 55
million).

The assets net variation recorded net capital awfl(investments) of € 11.1 billion in
November, versus the net outflows of € 12 billiegistered in the same month of 2016. On the
other hand, the liabilities net variation generatetlinflows (investments) of € 5.2 billion, versus
the net outflows of € 11.4 billion recorded a yearlier.

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 €
3.4 billion in November 2017, with the € 2.7 billiancrease of the net debtor position vis-a-vis
the Eurosystem standing out.
Public Sector

On 30" Januarythe Ministry of Finance and Civil Service pubéistthe data of non-financial

transactions of the Central Governmehe Regional Government and the Social Securitydsu
with consolidated data, for November 2017. On thieeio hand, the Bank of Spain (BoS)
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published the General Government Debt data, follgwthe Excessive Deficit Procedure (EDP)
methodology, for November 2017, as well as the Ddddb for the State, corresponding to
December.

The General Government consolidated deficit, exchglLocal Government, stands at 2.10% of
GDP up to November 2017

On a consolidated basis, the Central Governmeet,Ragional Government and the
Social Security Funds recorded up to November 20d@&ficit of € 24.5 billion (2.10% of GDP),
39.0% lower compared to the same period of 2016 (3.59%DP). This deficit decrease is
explained by a y-0-y increase of non-financial teses (5.0%) higher than the one recorded by
non-financial uses (0.4%).

The increase in revenue was mainly due to the yrzg in taxes (5.8%) and social
contributions (5.2%). Regarding non-financial usgsyost all items rose, more than offsetting the
falls registered by interest (-6.1%), the contiitms to the EU General Budget (-12.9%) and the
support provided to financial institutions (-81.2%)

The Central Government ended the first eleven n®oofhi2017 with a deficit of € 17.7
billion, equal to 1.51% of GDP, 1.01 points beldw bne recorded in the same period of 2016 (€
28.2 billion, 2.52% of GDP)This deficit decrease compared to the one recondetlie same
period of 2016 is due to the rise of non-financedources, (3.2%, up to € 173.9 billion), and the
decrease in non-financial uses, which fell by 2.68%wn to € 191.5 billion.

The increase of resources is due to the rise ofdegnues (4.4%), and, in particular, to
the growth of the VAT (6.3%), the Corporate Incoirex (4.0%) and the Personal Income Tax
(3.5%). Onthe other hand, the decrease in uses is explayndaebfall of its main items, among
which the following stood out: interest (-6.5%)e lower contributions to the EU and #maller
amounts related with the supportfioancial institutionsspecifically in 2016 a capital transfer
was registered from the Fund for Orderly Bank Restring (FROB), to the Management
Company for Assets from the Banking Sector Reosgdian (SAREB), with no correspondence
in 2017. The expenditure of the Central Governnadigible to be included in the calculation of
the expenditure benchmark decreased by 4.9% yregystering an amount & 81.3 billion in
comparison to the € 85.5 billion registered infirg& eleven months a2016.

Up to November last year, the Regional Governmecumulated a surplus of € 1.3
billion (equivalent to 0.11% of GDP), which impliasE 6.1 billion improvement of the balance in
comparison to the same period of 2016. This balang@govementis explained by a y-o-y
increase of non-financial resourcé&8%) higher than that of non-financial uses (2.4%he
following factors explain the resources rise: tighbr net advanced payments from the financing
system (they represent € 4.8 billion more than0h&), the result of the final settlement for 2015,
favourable to the Regional Government (improving $ettlement of the previous year by € 983)
as well as the transfer received from the Statdi®&mployment Service (SEPE), amounting to
€ 1.4 billion, with no correspondence in 2016 uecember. The uses growth is mainly due to
an increase in compensation of employees (2.1%)iatedmediate consumption (3.6%). The
expenditure of the Regional Government eligible b® included in the calculation of the
expenditure benchmark increased by 1.8% y-o-y hiegcE 125.7 billion.

As for Social Security Funds, these ended the diesten months of 2017 with a deficit of
8.1 billion, equal to 0.70% of GDRye hundredths higher than in the same period of 28162
billion, equivalent t00.65% of GDP). This higher deficit is due to asrease of non-financial
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resources (2.2%) lower than the one registeredobyfimancial uses (2.7%). Social contributions
increased by 5.8%, more than offsetting the deereaperienced by transfers received from the
State (-18.2%) and interest generated by the S8eialirity Reserve Fund (-53.0%). On the other
hand, the rise in uses is mainly due to the ewvamubf expenditure on social benefits, which
increased by 1.8%, despite the fall in both unemmlent benefits and in those granted by the
Wage Guarantee Fund (known in Spanish as FOGAS®)\well as to the current transfers
allocated by the SEPE to the Regional Governmehis4 billion up to November 2017), which
in 2016 did not become effective until Decembera\ipg this last factor aside, the deficit would
have been 7.2% lower than in the previous year.

The General Government EDP Debt accelerates in Naber 2017 in y-o0-y terms,...

In November 2017 and according to the Bank of Sptie General Government EDP
Debt, according to the EDP methodology, reached21@Lbillion, 3.8% higher than in the same
period of the previous year (2.5% y-0-y in October)

By subsectors, the State EDP Debt stood at € 98lli@n, 4.6% higher when compared
to a year earlier. The Debt of Other Entities bgiong to the Central Government reached € 35.6
billion, which implies a 12.3% decrease in compariso November last year. On the other hand,
the Regional Government EDP Debt reached € 28@idri5.9% more in comparison to the
figure registered in the same month of 2016. TheaL&overnment subsector registered an EDP
Debt of € 29.6 billion in November, 5.1% lower asrpared to the previous year. Finally, the
EDP Debt of the Social Security subsector reach2d.£ billion, a figure 59.3% higher than the
one registered in November 2016 (€ 17.2 billiort)isTincrease is due to the loans received from
the State in July and November 2017.

...and the State EDP Debt accelerates in December
At the end of December 2017, the State Debt, acogtd the EDP methodology, reached
€ 996.5 billion, compared to the € 950.8 billiogistered a year earlier, which represents a y-o-y

increase of 4.8%, two tenths higher compared tofith&e registered in the previous month
(4.6%).
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