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RECENT EVOLUTION OF THE ECONOMIC INDICATORS

Financial markets

The financial markets evolution between late Novem®015 and early January of this
year was mainly conditioned by the monetary politgcisions of the United States and the
Eurozone, as well as by lower oil prices, the gétipal tensions and the uncertainty associated
with the slowdown of the Chinese economy, whereksindices recorded significant declines,
especially during the first week of January. Thasulted in a rise of European public debt yields,
a strong decline in major stock indices, and tihewuad of the euro against the dollar.

The Fed raises the interest rates after confirmirtige economic activity improvement in the
United States

The Federal Open Market Committee (FOMC) of thedfaldReserve (Fed), in its two
day meeting held on %nd 18 December 2015, decided to raise the target rateeoFederal
Funds by 25 basis points, reaching the range 0256, after standing since December 2008
within the range 0%-0.25%. The FOMC believes ttaddspite the beginning of a gradual
adjustment in the stance of the monetary polioy,.@bonomic activity will continue to expand at a
moderate pace and the labour market indicators emilitinue to improve, since its monetary
policy remains accommodative. Moreover, therensasonable certainty that inflation will return
to its medium-term objective, as the transitoryeef$ of declines in energy and import prices
dissipate. In order to determine the timing ane sizthe forthcoming adjustments of the interest
rate target range, the FOMC will assess the pregeem achieving the employment and inflation
objectives, taking into account measures of labmarket conditions, indicators of inflation
pressures and inflation expectations and internatidevelopments.

The BoE maintains the rates and the asset purchpsegramme

The Monetary Policy Committee of the Bank of Engl4BoE), in the meeting held off'8
and 9" December 2015, decided to keep the Official BanteRi& 0.5% (in force sincé"3March
2009) and to continue with the asset purchase anogre, which currently stands at £ 375 billion,
due to the persistence of inflation at levels betlogvtarget of 2%.

The BoJ modifies slightly its asset purchase progmae

The Bank of Japan (BoJ), in the meeting held dhD&ember 2015, decided to maintain
the official interest rate between 0% and 0.1%geaset on 8October 2010, and twontinue with
the annual increase of the monetary base of alibtiilBon yen, established at the meeting held
on 3F' October 2014. In addition, the BoJ decided torektihe average remaining maturity of the
Japanese government bonds that are included asstst purchase programme, from around 7-10
years to about 7-12 years as of 2016, maintairiegannual increase of its amount outstanding
unchanged at approximately 80 trillion yen. On ¢tieer hand, it launched a new programme to
purchase ETFs (exchange-traded funds) as of Apti62These funds include securities issued by
firms that invest in physical and human capitaltisg an annual increase of these assets of
approximately 300,000 million yen. This programnseadded to the current programme of
exchange-traded funds purchase under which thesuatroutstanding will increase at an annual
pace of 3 trillion yen.
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Stability of the interest rates in the interbank miaet of the Eurozone

In the interbank market of the Eurozone, intemasés rebounded after the European
Central Bank (ECB) meeting held orf ecember last year, where less expansionary than
expected additional quantitative measures weretadpput later extended the slightly downward
path. More specifically, the 12 month Euribor st@d.051% at the beginning of January 2016,
compared to the 0.048% recorded at the end of Nbeer?015. This stability is explained
because the expectations of rates increase, jutigitige OIS evolution, which indicates the rates
expectations, which increased 2 basis points, offeeincrease in risk premiums required in this
market, since on"7January the Euribor-OIS differential stood at 38.b2 b.p. below the level
registered on 3ONovember.

G1. MONETARY AND FINANCIAL INDICATORS (1)
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Source: ECB, Banco de Espafia and Bolsa de Madrid.
European public debt yields rise

In the secondary public debt markgglds rebounded during most of December last year,
largely due to a lower than expected extensionhef ECB public debt purchase programme.
However, the demand for European fixed income veassted since late December as a result of
an increased risk aversion related to the situatibihina's economy and to the geopolitical
tensions, partially offsetting the cumulative ireses of yields. Thus, the 10-year Spanish bond
yield stood on % January 2016 at 1.75%, 17 b.p. above the figurerded on 38 November
2015, an increase influenced by the political utagety following theresults of the general
elections held on 20December. On the other hand, the German bond yislel 6 basis points
over the same period, up to 0.54%, the Spain-Geyrddferential standing at 121 b.p., 11 b.p.
above the level recorded in late November. Meareylile Spain-ltaly differential stood at 19
b.p., compared to 15 b.p. recorded ofi 86vember.
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T 1. Public debt yields and differentials
(in % and basis points)

Yields (%) Differentials with Germany (basis points
. Variation in Variation in
Countries  |pec-31-14Nov-30-15 Jan-07-16  spreads Dec-31-1#lov-30-15 Jan-07-16 spreads
Period | Annual Period| Annual
1) (2) B [ B2 [G)-1)] @ (5) (6) [(6)-(5)] (6)-(4)
Germany 0.54 0.48 0.54 6 0
Holland 0.68 0.64 0.72 8 4 14 16 18 2 4
Finland 0.65 0.73 0.83 10 18 11 25 29 4 18
Austria 0.71 0.74 0.85 11 14 17 26 31 5 14
Belgium 0.82 0.79 0.91 12 9 28 31 37 6 9
France 0.84 0.80 0.91 11 7 30 32 37 5 7
Ireland 1.24 1.01 1.05 4 -19 70 53 51 -2 -19
Italy 1.88 1.43 1.56 13 -32 134 95 102 7 -32
Spain 1.61 1.58 1.75 17 14 107 110 121 11 14
Portugal 2.69 2.33 2.62 29 -7 215 185 208 23 -7
Greece 9.60 7.50 8.78 128 -82 906 702 824 122 -82

Source: Financial Times.
Stock indices recorded sharp falls

In stock markets, the main European stock indietlssharply, especially in Europe,
throughout the period between late November 20Xbemly January 2016, mainly due to the
adoption of less expansionary than expected additiguantitative measures by the ECB in early
December, as well as by the sharp decline in adepr the geopolitical tensions and the
uncertainty caused by the slowdown of the Chinesmn@ny, where stock indices recorded
significant declines during the first week of Jaryua

In Europe, the Eurostoxx 50 index decreased by di@fing December last year and the
first week of January 2016 (-2% in comparison te &md of 2014), despite the fact that, in its
meeting held on"8December, the ECB reduced the interest rate aipticto the deposit facility
by 10 basis points and extended the length and asitum of the asset purchase programme. In
Spain, the IBEX 35 showed a very similar profileotber European indices, partly influenced by
the political uncertainty following the resultstbe general elections, recording a 12.8% decrease
in comparison to the end of November 2015, and1o8% compared to the end of 2014. In the
US market, the S&P 500 index fell by 6.6% betwe8fi I8ovember 2015 and™January 2015,
and by 5.6% in comparison to the end of 2014, afsected by the oil prices decrease and the
uncertainty associated with the Chinese economtharcontext of the Fed’s decision to start the
monetary policy normalisation.

The euro recovers against the dollar

With respect to the currency market, the exchaage of the euro against the dollar was
conditioned by the monetary policy decisions intheted States and the Eurozone. Thus, during
the first half of December last year, the euro apgted against the dollar, influenced by the
ECB’s adoption of less expansionary than expectilitianal quantitative measures, starting the
European currency a slight downward trend sincentigglle of that month, following the Fed’s
interest rates rise. Thus, in the period betweenNevember 2015 and early January of this year,
the euro appreciated against the dollar and thengday 2.7% and 5.8%, respectively, and
depreciated by 1.9% against the yen, trading agtiokof the ¥ January session at 1.0868 dollars,
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0.74545 pounds and 127.74 yen. Compared to the c#n@014, the euro accumulates
depreciations of 10.5%, 4.3% and 12% against thiard¢the pound and the yen, respectively. In
that same period, the euro exchange rate in noreffegdtive terms depreciated by 5%.

T 2. International stock exchange

Level % Variation
Countries Index Jan-07-16 | Nov -30-15 Dec-31-14
Germany DAX 9,979.85 -12.3 1.8
France CAC 40 4,403.58 -11.2 3.1
Italy FTSE MIB 20,189.48 -11.1 6.2
Spain IBEX 35 9,059.30 -12.8 -11.9
Eurozone EUROSTOXX 50 3,084.68 -12.0 -2.0
United Kingdom FTSE 100 5,945.08 -6.5 -9.5
United States S&P 500 1,943.09 -6.6 5.6
Japan NIKKEI 225 17,767.34 -10.0 1.8
China SHANGHAI COMP 3,125.00 93 3.4
Mexico IPC 40,661.57 -6.3 -5.8
Brazil BOVESPA 40,694.72 9.8 -18.6
Argentina MERVAL 11,390.37 -12.2 32.8

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

The M3 broad monetary aggregate slowed down in Nober 2015...

On 30" December 2015, the ECB published the evolutionhef monetary and credit
aggregates in the Eurozone in November 2015. Théid&d aggregate slowed down two tenths,
down to 5.1% y-o0-y, due to the lower increase irraight deposits (11.8%, a rate seven tenths
lower compared to October) and, to a lower extenthe slowdown of marketable instruments
and currency in circulation (2.6% and 8%, respetyivversus the 3.1% and 8.1% registered in
the previous month). On the other hand, other dgleomt deposits moderated their drop rate by
two tenths, to -4.1%.

T 3. Eurozone monetary aggregates

November % Year-on-year variation
2015
Balance | September October November
Monetary aggregates (Billion €) 2015 2015 2015
1. Currency in circulation 1,037 8.3 8.1 8.0
2. Overnight deposits 5,543 12.4 125 11.8
M1(=1+2) 6,581 117 11.8 11.2
3. Other short-term deposits (= 3.1. + 3.2.) 3,611 -4.7 -4.3 -4.1
3.1. Term deposits up to two years 1,448 114 091 -9.9
3.2. Deposits redeemable at notice up to threemsont 2,163 0.5 0.6 0.3
M2 (=M1+3) 10,191 5.2 5.4 53
4. Marketable instruments (= 4.1.+ 4.2.+4.3.) 658 0.7 3.1 2.6
4.1. Repurchase agreements 91 -23.0 -18.8 -29.7
4.2. Money market funds shares/units 484 9.0 10.0 12.0
4.3. Securities other than shares up to two years 83 -1.6 7.1 8.2
M3 (=M2+4) 10,850 4.9 53 51

Source: European Central Bank.
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...and financing to the private sector in the Eurozenntensified its growth rate

On the other hand, the main counterpart to M3 fitiencing to the private sector in the
Eurozone, grew by 1.2% y-o0-y in November, two tentiore than in October, due to the higher
increase of bank loans (1.3% compared to the 1¥&ase registered in the previous month) and
of shares and other equity (3.4%, a rate nine $ehitfher compared to the figure recorded in the
previous month), despite the decrease in secudthes than shares (-0.5% compared to the 0.2%
increase registered in the previous month). Witbans, those received by households increased
by 1.9%, two tenths more than in the previous moathd those received by non-financial
corporations accelerated four tenths, up to 0.984yy-

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

November 2015 % Year-on-year variation

Balance September  October November
(Billion €) 201¢ 201¢ 201¢
Credit to the private sector 12,735 0.7 1.0 12
Loans 10,649 0.6 1.0 13
Households 5,309 16 17 19
House purchases 3,944 1.8 2.0 2.1
Consumer credit 597 26 2.8 35
Other lending 768 -0.5 -04 -0.1
Non-financial corporations 4,308 0.1 0.5 0.9
I nsurance companies & pension funds 124 -1.4 1.9 -15
Other financial intermediaries 909 21 -1.5 -0.2
Securities other than shares 1,288 1.0 0.2 -0.5
Sharesand other equities 798 19 25 34

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

The financing stock to the private sector in Spamoderated its rate of decline in November
last year

According to the financing to the private non-fioah sectors in Spain data, published by
the Bank of Spain on"4January 2016, the financing to the private nonrial sector decreased
its rate of decline in November, one tenth, registea y-o-y rate of 1.7%. This performance is
explained by the evolution of the financing recedil®y households, which recorded a y-o-y rate
of -2.1%, three tenths higher than in the previmanth, due to the lower decrease in loans for
housing and the acceleration of other bank loansth® other hand, financing received by firms
intensified the pace of decline by one tenth, 484,.due to the higher decline in bank loans.

New loan and credit operations to households andhffmancial corporations accelerate

According to data published by the Bank of SpairB86f December 2015, the amount of
new loan and credit operations to households isecdy 25.8% y-0-y in the period between
January and November 2015, compared to the 17.8%adse recorded in the same period last
year. This acceleration is due to the higher increaseredits for house purchases (35.3% y-o0-y,
versus the 19.9% increase registered in the péetdeen January and November 2014), and for
other purposes (18.9%, from 9.9% registered updeelber 2014), partially offset by the slight
slowdown in credits for consumption (18.1%, a &t points lower than in the same period of
2014). The amount of new loan and credit operatiorSMEs (using as a proxy for these credits
those under one million euros) rose by 13.7% yupyo November 2015, 5.6 points higher than
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the one recorded in the same period of 2014. Orother hand, the amount of new loan and
credit operations exceeding one million euros @&soeased strongly, recording a y-o-y rate of
14% (-21.7% in the period from January to Noveniei4).

T.5. Financing of non-financial sectorsresidentsin Spain

November 2015 % Year-on-year variation

Balance September  October November
(Billion €) 2015 2015 2015
Non-financial cor porations and Households 1,659 -2.6 -1.8 -1.7
Non-financial cor porations 926 -25 -1.3 -14
Bank loans 554 -2.7 -11 -1.9
Securities™ 86 15 2.8 4.0
External loans 286 -3.2 -2.9 -1.9
Households 733 -2.6 -2.4 -2.1
Bank loans. Housing 564 -3.5 -34 -3.3
Bank loans. Other 169 0.6 1.2 2.0
General Government - 4.1 3.9 -
Total financing - -0.1 0.3 -

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

The Spanish Economy
Domestic Demand and Production
The Bank of Spain revises upwards its growth forstsafor the Spanish economy

According to the latest estimates of the Bank ddi§ppublished in its December 2015
Economic Bulletin, the Spanish economy real GDRvdog 0.8% g-0-q in the last quarter of last
year, a growth rate similar to that in the thirdagar. The evolution in activity would have
continued to rely on the domestic demand whilentéeexternal demand would have recorded a
null contribution. Thus, the real GDP would haveles 2015 with an average annual growth of
3.2%, one tenth higher to the figure expected pt&uaber last year by the Bank of Spain.

The OECD composite leading indicator points to axpansionary trend for the Spanish activity

The composite leading indicator for Spapublished by the OECD and designed to
anticipate six months in advance turning pointtha economic activity with regards to its trend,
remains in November at 101.5 for the fourth conseeumonth, standing above its long-term
average since October 2013. In addition, the indrdar the Eurozone also shows stability, since
it remains at 100.6 for the second consecutive moalimost one point below that of Spain,
indicating a steady growth.

The Spanish economy net lending increased in thedlguarter of 2015

On 29" December 2015 the INE published the Quarterly Rimancial Accounts for the
Institutional Sectors (QNFAIS) for the third quartd last financial year. The Spanish economy
showed net lending vis a vis the rest of the waaldpunting to €8.1 billion (3% of the quarterly
GDP), €2.3 billion higher than that registeredha same quarter of 2014 (2.3% of GDP).
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This improvement is explained by a slight y-o-grease in the balance of trade in goods
and services of 0.3% (rising from €10.5 billion t@p€10.5 billion), as a result of an increase in
exports (by €4.9 billion, up to €94.6 billion) gy above that of imports (by €4.9 billion, up to
€84.1 billion); and to a decrease in the negatigkanre of the income and current transfers
balance of 15.8%, as well as to the sharp increasmpital transfers, which rose from €559
million euros up to €2 billion.

By institutional sectors, Households and Non-prdfistitutions Serving Households
(NPISH) went from recording a net lending of 0.7% of GDPtle third quarter of 2014 to
showing a net borrowing equal to 0.6% of GDP inftthied quarter of 2015. Conversely, the net
lending of non-financial corporations increasedrfrf.8% of GDP up to 3.1%, while that of the
financial institutions dropped by seven tenths, daw 1.2% of GDP. On the other hand, the
General Government substantially reduced its netolang from 1.1% of GDP in the third
quarter of 2014 to 0.6% in the same period of 2015.

Private consumption continues to show a dynamiaide.

The information available on private consumptiotig¢ates the dynamism of this variable.

Thus, the European Commission consumer confidenteator rebounded in December last year,
registering the level 5.4, almost five points highiean in the previous month, and the one
published by the CIS by 2.8 points in comparisoNtwember, up to the level 107.4, record high
of the series that began in September 2004. Thiease of the latter indicator was due to the rise
of its two components, that of the current situativhich improved one point, up to 95.2, and
that of expectations, which rose by 4.7 pointstait19.6). In 2015 as a whole, the Commission
confidence indicator registered an average valu®3and the CIS confidence indicator of 102.9,
well above those of 2014 (-8.9 and 84.1, respdglive

The expansionary behaviour of consumption was atdtected in the qualitative
indicators, such as sales in large companies otflgg@nd consumption services, which, with
deflated, fixed-sample and calendar adjusted datxlerated in November three tenths, reaching
a y-0-y growth rate of 7.6%. Likewise, accordinghe figures provided by the ANFAC (Spanish
Association of Vehicles Manufacturers), passengeregistrations in December continued to rise
sharply, largely driven by the PIVE 8 Plan, regisig a y-o-y growth rate of 20.7% and ending
the year with an annual average rise close to Zigher than the figure registered in 2014
(18.3%).

On the other hand, the general index of retailh wiork calendar and price adjusted data,
registered a less expansionary performance irR@té. In November it recorded a y-0-y increase
of 3.3%, lower than that in the previous month ¥%)1With no gas stations, the growth rate stood
at 2.7%, almost three points lower than in Octdbe8%). By groups, the slowdown in November
was due to the non-food group, which rose by 4.786yy three and a half points lower than in
the previous month and, to a lesser extent, tddbd group, whose y-o-y growth rate (-1.2%)
stood more than two points below the figure regexten October (1.9%).

...and the savings rate of household falls

Households and NPISHs showed an increase of thessglisposable income (GDI) of
1.1% in the third quarter of 2015, compared toghme quarter last year, six tenths less than in
the third quarter of 2014. This slowdown is dughe 4% decrease of the non-wage incomes,
after the 7.1% increase of a year ago, and toisieeof current transfers paid (1.3%), compared
with a 3.2% fall in the third quarter of 2014. Atddnally, wage incomes grew faster (3.9%, a rate
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more than two points higher than a year earlienent transfers received went from falling 6.8%
in the third quarter of 2014, to growing by 0.5%he third quarter of this year; and taxes paid on
income and wealth increased by 1.7%, 1.2 points tean in the third quarter of 2014. The
increase in gross disposable income was more medéian the final consumption expenditure of
households (3.1% y-0-y), thus reducing the housklsaving by 29% compared to the third
quarter of 2014. The gross saving rate of housshatdl NPISHs stood at 4.5% of GDI in the
third quarter 2015, nearly two points lower thaattbf a year earlier (6.4%). The household
savings, together with the negative balance oftabpansfers received was not enough to finance
household investment, which accelerated half atpomto 4.1%. This explains the net borrowing
of the sector in the third quarter of last finahgear.

G 2. HOUSEHOLD SECTOR G 3. CONSUMPTION INDICATORS
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Equipment investment indicators point to a higheymamism...

The available short-term information on equipmenvestment points to a higher
dynamism in the last months of 2015. The productapacity utilisation in the industry
continued in the last quarter of last year (datafotober) the rising profile, reaching 77.8%, and
ending 2015 with an average percentage of 77.5% awve and a half points higher than that of
2014. On the other hand, according to figures giediby the DGT, truck registrations continued
rising sharply in November, 42% y-o0-y, and domesttes of equipment and software rose by
5.1% during that month, three tenths more thahemprevious month.

Likewise, according to the Business Tendency Suyrtheg industry climate indicatdor
investment goods improved in December, from a megéialance of -4 points to a positive one of
8.4 points. This improvement stems from the goodopmance in its three components: orders
portfolio, production expectations and stock legeluction.

Non-financial corporations showed a net lendingitpan equal to 3.1% of GDP in the
third quarter of 2015, 2.3 points higher than thagear earlier. This rise is mainly due to the
increase in savings of companies (14.9% y-o-y))emtie business investment continued to grow
(1.4%) but at a slower pace than a year ago (5.B%rn, the rebound in savings was due to the
rise of the gross operating surplus (5.5%) andhédfall in net property income paid (-26.9%) and
in net current transfers paid (-10.1%), partialfiset by the corporate tax increase (16.1%). The
increase in gross operating surplus is due to ideeaf the gross value added (5.1%), partially
offset by the rise in net taxes of subsidies ondpction (8.5%) and the compensation of
employees paid (4.8%).
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...the same as construction investment indicators

With regards to the short-term indicators of inw&nt in construction, according to the
INE Statistics, based on the properties enteredthen Property Registers, housing sales
experienced a y-o-y growth of 13.7% in Novembegyeh points higher than in October. As in
previous months, the expansionary trend came fhensharp increase of used housing purchases,
which grew by 30.5%, compared to a year earlierilevhew housing purchases dropped by
25.7% y-0-y. According to the protection systemygte housing purchases (90% of the total)
increased by 14.1% in November, compared to theesaonth of last year and social housing
purchases, by 10.2%. Thus, in the first eleven hwmf 2015 housing sales accumulated an
average annual growth of 11.5%, nine and a halitpdiigher than in 2014. Finally, the number
of mortgages on housingccumulated an increase of over 20% in the finstn®nths of 2015,
much higher than the figure registered in 2014%3.3

The industrial activity maintained the expansionapace at the end of lagear

On the supply side, and with regards to the indalssector, the Industrial Production
Index (IPI), with seasonally and calendar adjustath, increased by 4.2% y-o-y in November,
one tenth more than in October. In m-o-m terms,|Bl@emained stable, compared to the 0.2%
m-0-m growth of the previous month.

By destination groups and with calendar and sedlgormdjusted data, all the IPI
components showed y-0-y increases in November,péxoe energy, which decreased by 2.5%.
The dynamism of equipment goods stood out, whide oy 9.3%, followed by intermediate
goods (4.3%), durable consumer goods (3.5%) anednosble consumer goods (3.4%).

On the other hand, the Turnover Index in Indugtl®NI) and the Industry New Orders
Index (INOI), adjusted for calendar effects, iniéad the momentum in October, with y-o-y
gains of 3.1%, the former, and of 2.1%, the latter% and 1.1% in the previous month). Among
its components, equipment goods stand out, whist by 12% in the ICNI and by 8.8% in the
INOI, in y-0-y rate.

The dynamism of the industrial sector was alskecétd in the evolution of the qualitative
indicators. Thus, the PMI index of manufacturing 8pain stood at 53 in December, one tenth
below that of November. Production and new orderensified their growth rates and
employment in the sector increased slightly.

G 4. INDUSTRY: PRODUCTION AND CONFIDENCE G 5. PMI INDICES: INDUSTRY AND SERVICES
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The construction sector activity prolonged the exyggonary path

Among the indicators relating to the constructeector, the Production Index in the
Construction IndustryPICI) increased by 8.2% y-o0-y in October, as alltes the increase of its
two components: building (7.3%) and civil works @%). On the other hand, according to
Construction New Permits, floorage approvals in remastruction, a leading indicator of the
activity in the sector, recorded a y-0-y decreds@.4% in October, after nine months of strong
increases (37.5% in September). This was due teltvedown of the non-residential component,
which fell by almost 35%, and to the less exparaipitrend of the residential component, which
increased by 20% (51.5% in the previous month).

The service sector indicators pointed to a strorggivty growth in the sector

Regarding the services sector, the Services S&atmover Index (SSTI), with calendar
adjusted data, increased by 6.1% y-0-y in Octdtaf,a point more than in Septembe&his rise
was thanks to the strong growth of its two comptsieinade (6.5%) and other services (5.2%).
Thus, the SSTI continued its upward path, linkingrenthan two consecutive years of positive y-
0-y rates and accumulating an average growth 66418 to October.

On the other hand, the PMI of activity in the see& sector fell by 1.6 points in
December, down to 55.1, maintaining the strong t¢nosignal of the sector activity. By
subsectors, all of them registered an activity esga, Financial Intermediation and Transport
and Storage being the sectors with the most fabbeireesults. The tourism sector indicators
continued evolving favourably in the last month264.5. Thus, in November 3.7 million foreign
tourists visited Spain, 10.7% more than in the sanomth of 2014, and total expenditure of
tourists rose by 12.2% in annual terms.

Prices

The annual rate of the CPI rose four tenths in Nawer, up to -0.3%

The Consumer Price Index (CPI) recorded an anratal of -0.3% in Novemberfour
tenths above the figure recorded in the previoustmdts m-o-m variation rate stood at 0.4%,
half a point more than in the same month last y&hrs increase in the inflation rate mainly
responded to energy products, whose volatilityasditioning significantly the evolution of the
overall inflation. Non-energy industrial goods (EENalso contributed to this inflation increase,
albeit to a lesser extent. According to the nali@fl leading indicator published by the INE, the
inflation rate will be null in December, an increatue again to the prices of fuels and lubricants.

Core inflation increases by one tenth, up to 1%

Core inflation (which excludes the most volatilerakents from the General CPI, non-
processed food and energy) continued the slighglyand trend that began in early 2015, rising
one tenth in November, up to 1%. This accelerattas mainly due to the performance of BINE.
The inflation that excludes total food and energydpcts from the General Index also rose one
tenth in November, up to 0.9%. Both indices havesotidated their upward trend as a result of
the recovery of the economic activity and privatasumption.
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Energy prices moderate the decline

The prices index of energy produdtereased by 0.7% in November compared to the
previous month and its y-o-y rate stood at -10%swe the sharper decline (-13.1%) of the
previous month. This lower drop was due to its mtm, fuels and gas, which moderated the
pace of annual decline by 1.9 points, up to -13af#d electricity, whose price rose from a y-o-y
rate of -6.4% in October to 0.4% in November, assalt of a base effect.

Food prices slightly reduce their inflation rateodvn to 1.7%...

In November, food prices fell by 0.2% comparedh® previous month, in comparison to
the stability registered one year earlier and{tsyrate moderated one tenth, to 1.7%. This slight
moderation responded to the non-processed foodogmehich reduced its y-o-y rate by three
tenths, down to 2.4%, mainly due to the lower piiegeases of some meats, such as sheep and
pork, and fresh vegetables and pulses. On the d¢thed, the y-o0-y rate of processed food,
beverages and tobacco remained at 1.4% for théhfoansecutive month. In this latter sector, the
evolution of oil prices stands out which, althougghas moderated in recent months, continues to
grow at rates close to 30%.

...while BINE inflation increases one tenth and seces inflation stabilises

BINE inflation continued the upward trend and rose tenth in November, up to 0.7%,
accumulating an increase of almost one percentag ip the first eleven months of 2015. This
acceleration was largely due to durable consumedgoespecially car prices, whose y-0-y rate
stood at 3.9%, four tenths above that of last GatoAs for clothing and footwear prices, their
monthly increase (5.1%) was equal to that of Novem®014, thus keeping the annual rate at
0.6%.

Service prices maintained their y-o0-y rate at 19%lovember, after experiencing a 0.2%
m-0-m decrease, the same as a year earlier. Theaemtbs increase in the annual rate of the
tourism, catering and accommodation services itei3%6) stands out, due to the pressure of the
package holidays item, in line with the dynamisnth@ tourism demand. On the other hand, it
should be noted the 2.5 points reduction in theyyrate of long-distance public transport prices,
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down to -0.6%, mainly due to lower prices of aiartsport, very sensitive to oil prices in
international markets.

Inflation in the EMU accelerates one tenth in Novdrar, up to 0.2%...

In November 2015, the y-o0-y rate of the Harmonisézhetary Union Consumer Price
Index (HMUCPI)stood at 0.2%, one tenth above than the figurbamtevious month. The slight
increase of the HMUCPI rate was mainly due to thelgion in energy prices, and, to a lesser
extent, to processed food. Energy prices modeithiedate of y-0-y decline by 1.2 percentage
points, up to -7.3% in November, this being theyaflthe HMUCPI major sectors still retaining
negative variation rates. Processed food regisi@ned-y increase of 0.7%, one tenth higher than
the previous month. The moderation in the annuaisraf other sectors has been very uneven.
Thus, the rate of non-processed food prices wascezt by half a point, down to 2.7%, and
services and Non-energy Industrial Goods (BINE)hg tenth, to 1.2% and 0.5% respectively.
As a result of the sectors evolution described abdke rate of inflation excluding energy
dropped by two tenths, down to 1%, and core irdtafell one tenth to 0.9%.

...and the differential favourable to Spain falls fauenths, down to -0.6 p.p.

The annual rate of the Spanish Harmonised CPI (SH@Rreased half a point in
November, up to -0.4%. As a result, the inflatiaffedential against the Eurozone, which has
been favourable to Spain since September 2013).#lp.p., down to -0.6 p.p. The differential in
November continued to be favourable to our coumtgll major sectors, except in food (0.2 p.p.),
due to processed food (0.8 p.p.). The Spanish h@s®ad core inflation rose one tenth, up to
0.8%, so its differential against the Eurozone a¢hale fell two tenths, down to -0.1 p.p., after
remaining five consecutive months at -0.3 p.p.

G 8. FUELS AND GAS AND BRENT CRUDE OIL G 9. HARMONISED CPI
y-0-y change in % y-0-y change %
50 4

- 7

0 ~ S/ :_],l‘\x_
hY
Nt
’ N .
Y A
-25

— Brent Crude Oi| (€) MA3 \/\/

== CP| Fuels and gas
-50 -2
2011 2012 2013 2014 2015 2011 2012 2013 2014 2015

Source: INE and Reuters. Sources: INE and Eurostat. Dec 2015 data are prov

— Spain

r- EMU

Differential (p.p.)

In December, according to the leading indicatothef Harmonised Monetary Union of
Consumer Prices Index (HMUCPI), the inflation rateuld remain at 0.2%, the same figure as in
the previous month. In turn, the harmonised indlatiestimated by the variation rate of the
leading indicator of the Spanish Harmonised CPIG8H, would increase three tenths compared
to November, up to -0.1%. If the final data for Beder confirm the leading data, the inflation
differential favourable to Spain with the Eurozamauld fall three tenths, down to -0.3 p.p.
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Producer prices inflation moderates one point in iember

The Industry Price Index (IPRxperimented in November a m-o-m fall of 0.2%, aghi
the 1.2% decrease registered a year earlier. hy yeoms, the IPP fell 2.6%, a figure representing
a moderation in the rate of decline of one poimhpared to the previous month. Based on the
economic destination of goods, the moderation & phace of decline in the general index in
November was due to the lower decline of the enemyponent and to the acceleration of
equipment goods prices. Among the other groupsswoer goods showed a lower inflation rate
and the prices of intermediate goods accentuatedalh As a result of the evolution of the
different components of the general index, the eoergy IPP registered a 0.3% m-o-m fall and
its y-0-y rate remained at -0.2%, two tenths lesagared to October.

The y-0-y rate of energy prices stood at -9.4% ovéinber, compared to the -13.4%
recorded in October. This moderation in the deatihthe energy IPP responded to the coke and
refined petroleum item and supply of electricitydagas. On the other hand, the consumer goods
IPP decreased 0.3% m-o-m in November, after tHelisyaregistered a year earlier, and its y-o-y
rate fell three tenths, down to 0.9%. Intermedgaieds prices recorded a y-0-y rate of -1.7%, two
tenths less than in October, a fall entirely dugtices of metallurgy. In turn, the equipment
goods IPP y-o0-y rate stood at 1.1%, three tentlvalloat of October, settling the growth path
shown in the last seven months at approximately 1%.

Labour market

Social Security covered workers increase by 85,3kbple in December and by 533,186,
throughout 2015

In the last month of 2015 the Spanish labour macketinued the positive trend shown
for over two years, in parallel with the economativaty. In that month, job creation kept on at a
good pace and unemployment fell with intensity, cadng to the Social Security covered
workers and registered unemployment in the Stabéid®Employment Service data. The monthly
average of Social Security (SS) covered workereeased by 85,314 people in December 2015,
the best figure of the time series in a month oféeber, reaching a level of 17,308,400 covered
workers. With seasonally adjusted data, a m-o-mease of 62,682 covered workers took place,
and the monthly rate stood at 0.4%, one tenth affrowve the previous month. Compared to the
same month of 2014, the number of covered workeneased by 533,186 people, 3.2% more, a
rate equal to that of the previous four months. @nannual average, the number of covered
workers increased by 530,000 people, 3.2%. In turnhe fourth quarter of 2015, the increase
stood at 22,400, and its y-o-y rate at 3.2%.

Considering the professional status of covered argrkthe monthly increase in December
mainly affected employees, with a rise of 83,46€ &m a lesser extent, self-employed, which
increased by 1,845 people. Compared to a yeaegalnployees increased by 491,250 and self-
employed by 41,936, which implies a stabilisatibthe y-o-y rate at 3.6% in the first group, and
a slowdown of two tenths, down to 1.3% in the selogimoup.

Most of the increase of the Social Security covemaorkers happens on the services sector

By main activity branches, the number of coveredkers in December happened on the
services and agricultural sectors, with 70,850 25856 people more, respectively. On the other
hand, it fell in industry by 3,734 people and by36B in construction. With seasonally adjusted
data, all non-agricultural sectors recorded increaseshe number of Social Security covered
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workers: 44,041 in services, 4,764 in industry &i76 in construction. Compared to a year
earlier, all main branches increased their numibe&owered workers: services standing out with
420,817 more covered workers. The y-o-y growth natee in industry and in agriculture,
remained unchanged in services and moderated stroation.

The number of registered contracts increases by2¥% .y-0-y in December

The total number of new contracts registered indb@mer 2015 reached 1,594,915,
representing a y-o-y increase of 15.2%. With seabpadjusted data, they rose by 6.3% (99,300)
compared to the previous month. 6.8% of all newtremts were permanent, a percentage 1.5
points lower compared to the one recorded in tlewipus month and 0.5 points lower than in
December 2014. On the other hand, part-time castaacounted for 33% of the total, a ratio 1.1
points lower than that of last November and fouaths lower than in the same month of 2014.

Registered unemployment falls by 354,203 peopl20d5

The unemployment registeréd the Spanish Public Employment Service at the eind
December decreased by 55,790 people in comparmstretprevious month, reaching 4,093,508.
In the same month of 2014, unemployment registiaiétdy 64,405 people. Adjusted for seasonal
effects, the reduction amounts to 1,258 unemplageDecember, which implies a null m-o-m
variation rate, versus the -1.1% of the previoustmoln y-o-y terms, the downward trend that
started over two years ago keeps on, stabilisingagoember at -8%, which resulted in 354,203
fewer unemployed, the biggest decline in a calegdar for the whole historical series. In terms
of annual average, registered unemployment feB4%,800 people in 2015, 7.5%. In turn, in the
last quarter of 2015, registered unemployment ased by 70,283 people versus the previous
quarter, although with seasonally adjusted dafelliby 47,100, 1.1%. In y-0-y terms, the decline
in unemployment during this quarter moderated Ibgehenths, to 7.9%.
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The decline in unemployment in 2015 affected all mactivity branches

By main activity branches, registered unemploymanDecember fell in services, with
61,336 fewer unemployed, and in agriculture, witi33 fewer unemployed. However, it
increased in construction, with 15,470 more unengao and in industry, with an increase of
4,845. Unemployment also fell in the group of peopithout previous employment, by 12,636
people and by 24,970 in the group of workers amangg people under 25, affecting a total of
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346,816 and 342,177 people, respectively. When eoedpto the previous year, the number of
unemployed fell in the main activity branches incBber: 156,091 in services (-5.5%), 89,823
in construction (-16.5%), 59,817 in industry (-132) and 18,497 in agriculture (-8.7%).
Considering the y-0-y rates of the previous montiemployment moderated its fall rate in the
main sectors, except in services, in which it rereaonstant. In turn, the y-o-y rate of decline in
youth unemployment fell by one tenth, down to 11.8%

The labour cost per worker and month rises in thertd quarter of 2015

According to the Quarterly Labour Cost Survey (Q)LGS8 the third quarter of 2015 the
average labour cost per worker and month recorded% y-o-y growth, one tenth lower than the
second quarter. In turn, the wage cost increase@l 3%, which implies a slight moderation (one
tenth) compared to the previous quarter.

Wage costs increase...

The ordinary wage cost grew 0.2% y-0-y, the samm dse previous quarter, while the
extraordinary wage cost (arrears and other paymewtselerated 0.6 points, up to 3.8%. The
difference between the ordinary wage increase hadohe agreed in the collective bargaining
agreements, considered as an estimate of the wegestod at -0.5 p.p., one tenth less negative
than the previous quarter.

...while other costs decrease due to lower dismiseats per worker

The rest of the labour cost, corresponding to theracoststem (including, among others,
the mandatory Social Security contributions anddbst of dismissal), registered a 0.5% y-0-y
fall in the third quarter of 2015, three tenths \aba@ompared to the previous quarter. As in
previous quarters, this decline intensification waainly due to the fall of the dismissal cost per
worker, (-20%) although the rest of the items gealipogether in other costdso contributed to
the decline. Mandatory Social Security contribusiothe item with the largest proportion within
other costs, recorded a y-0-y increase of 1%, ent lower than that of the previous quarter.

From a sector point of view, it can be seen thahenthird quarter of last year, the y-o0-y
growth of wage costs (0.5%) was due to the seséctor (0.7%) and to industry (0.2%), while it
fell slightly in construction (-0.1%). In the y-ogrowth of total labour costs (0.3%), the services
sector (0.5%) was the main responsible, while endther costs component the decline was due to
the industry sector and to a lower extent, to thestruction sector.

The labour cost per worked hour experienced a yfaHyof 0.4% in the third quarter,
versus the 0.2% growth registered in the previaumtgr,a setback that responds to the higher
number of hours worked in comparison to a yeareraWith calendar and seasonally adjusted
data, it appears that labour cost per worked hegistered a y-o0-y rise of 0.1% and wage costs of
0.4%, rates that in the first case mean a moderafidwo tenths and, in the second, of one tenth
versus the previous quarter.

The agreed wage rise in collective bargaining agremts reaches 0.7% at the end of 2015...

According to the Collective Bargaining Agreemerdtistics published by the Ministry of
Employment and Social Security, 2,268 agreement® wecorded by the end of December,
affecting 6,484,829 workers. The provisional petaga that represents these employees covered
by the collective bargaining on the global colleetof last financial year stands at 77.1%. The
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agreed wage rise stood at 0.74%, two tenths aldluwwdigure agreed temporarily in 2014. It
should be noted that the information available &ted(as that of 2014) is still provisional,
although it is not expected that the wage ratesteggd in December will experience significant
changes.

Of all the agreements signed so far, 1,438 corra$pgo wage revisions of multi-year
agreements with economic effects in 2015, affec8(@P7,630 workers and the agreed wage
increase is 0.71%. The newly signed agreementsa@2015 stand at 830 and affect 2,487,199
workers (38.4% of the total), with a wage rise of%. These wage rates are below the upper
limit recommended in the Collective Bargaining Agmeent of 2015-2017 between the Social
Partners, which sets a 1% ceiling for 2015.
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...and 0.5% in company agreements

The rate agreed in company agreements (0.49%)omas than that signed in other areas
(0.75%). In turn, among the non-agrarian activitgrizthes, construction leads the agreed wage
rise with 0.79%, followed by industry (0.76%) anensces (0.71%). On the other hand, the
agricultural sector recorded a wage increase @9%0.8

A total of 88 opt-outs affecting 2,177 workers (Bmumulated data amount to 1,437 opt-
outs and 43,173 workers) were submitted in Decen@36% of the workers affected by the opt-
outs is concentrated in the service sector andh meigards to the size of the companies, 42% of
the affected workers worked mainly for companiethwd50 or more employees. On the other
hand, 90.3% of all opt-outs presented indicate tinay have been “pulled away from” the wage
amount agreed.

External sector
The Spanish economy generated net lending to thet o#f the world
According to the Balance of Payments data, in Gatdk015, the Spanish economy

generated net lendirntg the rest of the world of € 2.4 billion, for tlegghth consecutive month,
above the one registered a year earlier (€ 1.ibmjll
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The current account balance recorded a € 2.4biBurplus in October, in contrast with
the € 1.2 billion surplus registered in the samentm@f 2014, given that a 15.7% y-0-y increase
in the positive balance of goods and services ad@tcwith a 42.9% decrease of the deficit of
primary and secondary income. Meanwhile, the ssrptuthe capital account ended at € 35
million, versus € 207 million of October last year.

The energy balance deficit fell by 41.2% in Octoherline with the developments in the crude
oil price

According to Customs data, the trade balaecerded a deficit of € 1.9 billion in October
2015, compared to a deficit of € 2.2 billion registd a year earlier. The correction of the external
imbalance (of 15.7%) was exclusively due to thergmeomponent, which registered a deficit
decrease of 41.2%, while the price in euros ofraebaf imported oil dropped by 42.1% and the
non-energy surplus fell by 82.3%.

In cumulative terms for the last twelve months, titzele balance recorded a deficit of €
23.9 billion in October, compared with the € 24illidn of a year earlier. The 3.1% improvement
in the external balance is exclusively due to thergy balance, which recorded a cumulative
deficit of € 29 billion, almost € 11.8 billion ledisat registered a year earlier (€ 40.8 billio)eT
energy balance more than offset the fall of the-@oargy balance, which registered a surplus of €
5.1 billion, lower by over € 11.0 billion the onecorded the previous year (€ 16.1 billon).
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Trade flows slowed down in October

According to Customs figures, goods exports desg@an October by 0.8% y-0-y, and
their prices, approximated by unit value indicesyeased by 0.7%, resulting in a 1.5% fall in real
terms, after the 3.7% growth registered in Septemblee analysis by product groups in real
terms and in y-0-y terms, shows an acceleratioexjports of non-food consumer goods (1.4
percentage points, up to 13.3%) and of energyrmediate goods (of -18.9% in September to
-16% in October). With regards to the other produeports of food consumer goods slowed
down (5.5 p.p., down to 0.4%) and the rate of noergy intermediate goods exports variation
changes sign, from positive to negative (-6.9%ijregan increase of 3.1% in September).
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By geographical areas, exports in volume to theopean Union increased by 2.4% in
October, and exports outside the Union fell by 8 &#sus the 7.9% growth and the 4.6% fall,
respectively registered in September).

Goods imports decreased by 2.2% y-0-y in nominahsein October, after the 1.8%
increase registered in the previous month, and tré&es fell by 2.5% (-4.2% in September).
These changes reflect a price fall in energy inégliate goods of 26.3% and an increase of 3.5%
in the other products. As a result, imports in reams, experienced a y-o0-y increase of 0.3%,
almost six points lower than in the previous moiithe analysis by products in real terms and in
y-0-y rates reflects positive rates in all produetscept in energy intermediate goods (-16%), with
an acceleration in purchases of capital goods gbi6ts, up to 15.5%) and food (5.3 p.p., up to
5%) and a slowdown in imports of non-food consugmeds by 1.9 percentage points, down to
4.2%, and non-energy intermediate goods by 7.2epéage points, down to 1.3%.

By geographical areas and in real terms, impoos fthe European Union slowed down
1.6 points compared to September, down to 1.3%yyamd those from the rest of the wonednt
from an increase of 11.2% in September to a fall%fin October.

The "momentum” of exports and imports recorded negee rates

The "momentum” (change during the last three moitthsomparison to the previous
three months) of exports in real terms registerategative rate in October (-2.1%fjter six
consecutive months registering positive rates, thiatl of imports became negative in October
(-3.2%) after eight months registering positiveesat

The assets and liabilities net variation generateet capital outflows in October

According to the Balance of Payments, in October52the financial balance, excluding
the Bank of Spain assets, recorded net capitdlomgfof € 4.6 billion, versus the net outflows of
€ 438 million recorded a year earlier. This regittxplained by the flows of other investment and
financial derivatives, which recorded net capitatflows amounting to € 8.6 billion and € 132
million respectively, while direct and portfoliovastment recorded net capital inflows amounting
to € 1.5 billion and € 2.6 billion respectively.

The assets net variation recorded net capitalawf (investments) of € 3.2 billion in
October, below the net outflows of € 8.2 billiorgistered in the same month of 2014. On the
other hand, the liabilities net variation generated outflows (disinvestments) of € 1.4 billion,
versus the net inflows of € 7.8 billion recordegear earlier

The net position of the Bank of Spain vis-a-vis tB@rosystem increased

The net position of the Bank of Spain vis-a-vis thet of the world increased by € 5.7
billion in October, an amount that includes an éase of € 60 million in the reserves and of € 3
billion in the net position vis-a-vis the Eurosysteand of € 2.7 billion of the remaining net
assets.

Budget execution
On 22" December 2015the Ministry of Finance and Public Administrasopublished

the data of non-financial transactions of the CGdr@overnmentthe Regional Governments and
the Social Security Funds, with consolidated daié ia terms of National Accounts for October
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2015. It also published the State monthly budgetcetion data for November, both in terms of
National Accounts and Cash, as well as the nom#ra transactions of the General Government
up to the third quarter of 2015. On the other hahe, Ministry of Employment and Social
Security published the monthly budget executiorad#tthe Social Security, in terms of Cash,
corresponding to November.

The General Government deficit falls up to the tdiquarter of 2015

Up to the third quarter of 2015, the General Gowent recorded a deficit, in terms of
National Accounts, of € 33.7 billion (3.12% of GDRJL.5% lower than in the same period last
year (€ 38.0 billion). This decline in the defieras due to an increase in non-financial resources
(3.3% y-0-y) higher than the one recorded by noasicial uses (1.6%). The increase in non-
financial uses would have been lower (1.2%) whemongng the reallocation of capital
investments made in previous years by CataloniaZanaigoza, amounting to € 1.4 billion.

The increase in revenues is largely explained ey ribes in taxes on production and
imports (7%), current taxes on income and wealtl8%J, and social contributions (1.5%).
Regarding the non-financial uses, these mainlyeim®ed due to the higher compensation of
employees (2.8%), intermediate consumption (3.684) gross fixed capital formation (19.2%,
which stands at 10.3% when removing the reallonatibcapital investments made in previous
years by Catalonia and Zaragoza,).

The General Government consolidated deficit, exahgl Local Governments, stands at 3.44%
of GDP up to October 2015

On a consolidated basis, the Central Governmeet,Régional Governments and the
Social Security Funds recorded up to October 20@&feit of € 37.2 billion (3.44% of GDP),
10.9%lower in comparison to the same period of 2014 @P&DP). This deficit decrease is
explained by a y-o0-y increase of non-financial teses (3.4%) higher than that registered by
non-financial uses (1.7%).

The Central Government accumulated a deficit ofl dillion (2.02% of GDP) up to
October 2015, 22%ower than the figure registered in the same peab@014 (€ 28.1 billion,
equivalent t02.69% of GDP). This deficit decrease is explaingdabrise of non-financial
resources (3.1%) and by a reduction of non-findnusas (-0.8%).

The Regional Governments accumulated a deficit 2.6 billion (equivalent to 1.17% of
GDP, against the 0.7%leficit target set for the whole of 20Lbp to October last year, 5.9%
lower than in the same period of 2014 (€ 13.4dnllequivalent tol.29% of GDP). This lower
deficit is explained by an increase of non-finahcesources (3.9% y-0-y) higher than the one
registered by non-financial uses (2.9%). It shob&l noted that in September last year an
extraordinary expenditure was recorded, amounting 1.2 billion, as a result of the reallocation
of capital investments made in previous years italdaia. Excluding this expense, the subsector
reduced its deficit by 15.1%, 0.23 percentage p@hiGDP.

As for Social Security Funds, these ended the fiastmonths of 2015 with a deficit of
€ 2.7 billion, versus the 249 million deficit reded in the same period of 2014. This was mainly
due to the Social Security System deficit, whictréased by more than 50% y-o-y, up to 0.74%
of GDP. The higher deficit of the System was causgdn expenditure increase (3.2%) and, in
particular, in the expenditure on social contribos (3.4%), much higher than the one recorded in
revenues (0.5%).
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The State’s deficit decreases up to November 20$52B.2% y-0-y, in terms of National
Accounts

Up to November 2015, the budget execution of tleeeStnded with a deficit, in terms of
National Accounts, of € 27.5 billion (2.55% of GDRR.2% lower than the deficit accumulated
up to November 2014. This lower deficit was duetg-o-y increase in non-financial resources
(4.7%), boosted by increases in taxes on produetm@himports (7.8%) and in current taxes on
income and wealth (5%), and to a reduction in nparicial uses (-0.3%). Uses in 2015 include
the partial recovery of the 2012 extra pay. Remgyire effect of this operation, uses would fall
by 0.5% y-0-y.

In terms of Cash, the State recorded a deficit bf 6 billion up to November 2015, lower
by 56.2% to the one recorded in the same peri@Dd#l (€ 26.5 billion). Non-financial revenues
registered a y-o0-y increase of 12.5%, reaching £.8L.dillion, while non-financial payments
decreased by 0.2%, to € 143.4 billion.

Total tax revenues increase by 4.5% y-0-y up to &aber, in homogenous terms

Total tax revenues (including the Regional and L&@avernments’ share) recorded a y-o-
y increase of 4.1% up to November 2015. In homogesi¢erms, that is, adjusted by the different
tax rebates rate in 2014 and 2015, rebates of ¢heoh Retail Sales of Certain Hydrocarbon
Products and the deferred debt of public entitteg, revenues increased by 4.5%. Without
including the Regional and Local Governments, andan-homogeneous terms, these increased
by 6%.

Within total taxes, revenues from personal income ihcluding the Regional and Local
Governments’ share, fell by 0.1% y-o0-y up to Novemi.abour withholdings recorded a 1.1%
decrease due to the effects of the measures agpbyRoyal Decree-Law 9/2015, of10uly,
which brings six months forward the second phasth@fpersonal income tax reduction initially
planned for 2016. This effect was partially off$st the employment improvement and the
recovery of the December 2012 extra pay of pubtigpleyees. In homogeneous terms, the
personal income tax decreased by 0.5%.

Revenues from corporate tax up to November stod&dl14.8 billion, 19.4% more than in
the same period of 2014. In homogeneous termspuegerose by € 19.9% compared to a year
earlier.

VAT revenues, including the Regional and Local Gaweents’ share, increased by 6.6%
y-0-y up to Novemberln homogeneous terms, adjusted by the differentrédpates rate, the
increase stands at 6.1%.

Excise duties collection, including the Regionatl &iocal Governments’ share, was 1.7%
lower compared to the same period of 2014, duehéoréductions in Duty on Hydrocarbons
(-3.3%) and inExcise on Tobacco Products (-1.1%). In homogendeusns Excise duties
increased by 1.7%.

The State’s non-financial payments fall by 0.2% yyaup to November

With regard to expenses, total non-financial paytsieecreased by 0.2% up to November
in comparison to the amount accumulated in the spem®d of 2014, due to the decrease of
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current transfers (-4.4%), especially those assigoethe Autonomous Bodies (-35.4%). Staff
expenses rose by 4.7%, financial expenses by Or@0carent expenses on goods and services,
by 12.7%. With regards to capital transactions] reaestments rose by 40.8% and capital
transfers increased by 17.9%.

The borrowing requirement of the State decreasetafNovember 2015

On the other hand, the borrowing requirement ofStete up to November 2015 fell by
20.4% compared to the same period of 2014, amaumtir€ 45.6 billion, compared to € 57.3
billion recorded in the same period of 2014. Thesréase was explained by the lower cash deficit
(€ 11.6 billion, compared to € 26.5 billion recadd® year earlier), partially offset by the higher
net increase of financial assets (€ 34 billion, pared to € 30.8 billion in the same period of
2014). The borrowing requirement was mainly finahtt@ough mid and long term domestic debt
(€ 42.1 billion). On the other hand, the State’dtdeaccording to the methodology of the
Excessive Deficit Procedure (EDP), stood at € 9billibn at the end of November, compared to
€ 862.6 billion registered a year earlier.

Finally, up to November 2015, the Social Securigt&m (Managing Entities, General
Treasury and Mutual Insurers) recorded a deficf 618 billion in terms of Cash, compared to the
deficit of € 3.4 billion recorded up to Novemberl20 Revenues increased by 3.8% mainly due to
the higher capital transfers (€ 3.9 billion ver€u§43 million registered in the same period of
2014) and to the increase in social contributiomsich rose by 1.3%. Payments increased by
5.8% y-0-y, mainly boosted by pensions and by #meporary disability, which rose by 3% and
13.7%, respectively. Finally, regarding Social S&gi$s management expenses, staff expenses
rose by 1.3% and current expenses on goods andesedecreased by 0.6%.

The Bank of Spain published on"lDecember 2015 the General Government Debt data
for October 2015, according to the EDP methodologcording to the Bank of Spain, the
General Government EDP Debt reached € 1.057 bilhothat period, 3.9% higher than in the
same period last year.

By subsectors, the State EDP Debt reached € 9@lid® bregistering an increase of 6.0%
in comparison to the same period of 2014. On tieroband, the Regional Government EDP
Debt reached € 253.1 billion, 8.8% higher than tredorded in the same month of 2014.
Regarding the Social Security Administrations, BEBP Debt reached € 17.2 billion, a figure
almost identical to the one registered in Octoldr42(€ 17.2 billion). Finally, Local Corporations
registered in October 2015 an EDP Debt of € 36libbj 11.2% lower compared to that of the
same period of 2014.
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