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RECENT EVOLUTION OF THE ECONOMIC INDICATORS

Financial markets

The financial markets evolution between late 2048 aarly February of this year was
mainly conditioned by the geopolitical tensiotise sharp fall in oil prices and, above all, by the
uncertainty regarding the growth prospects for gmgreconomies. In this context, the European
Central Bank (ECB), in the press conference thiddvi@d the meeting of its Governing Council,
anticipated a possible further extension of iteapsirchase programme (QE) in March this year
and, after the Federal Reserve (Fed) meeting,tpectations of a more gradual than expected
adjustment of the interest rates in the UnitedeStatent up. This resulted in a fall of European
public debt yields, a strong decline in major staaflices on both sides of the Atlantic, and a
slight appreciation of the euro against the dollar.

The ECB maintains the interest rates and foresegsossible extension of the QE in March

The Governing Council of the ECB, on its meetinddhen 2f' January, decided to
maintain the interest rates on the main financipgrations, the marginal lending facility and the
deposit facility at 0.05%, 0.30% and -0.30%, resipely. In the press conference that followed
the meeting, Mario Draghi highlighted once agaim gihowing downside risks stemming from the
higher uncertainty regarding the growth prospeotseinerging economies, the volatility in the
financial and commodity markets and the geopoliticsks. According to the ECB statement, in
this scenario, the downward pressure on inflatientioues mainly due to the drop in oil prices,
so it will be necessary to review and, possiblgpresider, the monetary policy stance in the next
meeting to be held in March, when the new macroecnn forecasts become available. The aim
is to ensure that the inflation returns to levétse to the medium-term objective.

The Fed maintains the interest rates in a contextezonomic activity moderation in the United
States

The Federal Open Market Committee (FOMC) of the, ledts two day meeting held on
26" and 27" January, decided to maintain the target rangéhfoirederal Funds rate at 0.25% to
0.50%, set on #7December 2015, considering the improvement ofabeur market conditions
and the slower economic growth experienced lateylzar. The FOMC expects that with gradual
adjustments in the stance of monetary policy, ecooactivity will expand at a moderate pace
and labour market indicators will continue to imyeoLikewise, the FOMC expects inflation to
remain at low levels in the short term but to rdese to its medium-term objective, as the
transitory effects of declines in energy and impanites dissipate. In order to determine the
timing and size of the forthcoming adjustmentste interest rate target range, the FOMC will
assess the progresses in achieving the employmdnt#ation objectives, taking into account a
wide range of information, including measures tfblamarket conditions, indicators of inflation
pressures and inflation expectations, and readinggancial and international developments.

The BoJ applies negative rates to the current acotsuthat financial institutions hold in the
bank

In the meeting held on #8and 28' January, the Bank of Japan (BoJ) decided to start
applying a negative interest rate of -0.1% to qurezcounts that financial institutions hold at the
Bank, in order to achieve the inflation target &b,2and continued conducting money market
operations so that the monetary base will incresassn annual pace of about 80 trillion yen. In
addition, the BoJ will continue with the purchasegramme of Japanese government bonds,
whose amount outstanding increases at an annualgiabout 80 trillion yen, and of exchange-
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traded funds (ETFs) which, as announced at theingebeld in December last year, will start
from April 2016. These funds will include securtisssued by firms that invest in physical and
human capital, setting an annual increase of thesets of approximately 300,000 million yen.
This programme is added to the current programmexohange-traded funds purchases under
which their outstanding amount will increase atanual pace of 3 trillion yen.

The BoE maintains the rates and the asset purchpsgegramme
The Monetary Policy Committee of the Bank of Engl§BoE), in the meeting held off'3
February, decided to keep the Official Bank Rat8.5% (in force since"™sMarch 2009) and to

continue with the asset purchase programme, whictewtly stands at £ 375 billion, due to the
persistence of inflation at levels below the tafe?%.

G1. MONETARY AND FINANCIAL INDICATORS (1)
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Eurozone interbank market interest rates fall

In the interbank market of the Eurozone, inter@sés continued the downward trend
during January, especially after the ECB meetinbjctv increased the expectations of new
gquantitative expansionary measures in the Eurozbtmee specifically, the 12 month Euribor
stood at 0.008% at the beginning of February, coethéo the 0.060% recorded at the end of
December 2015. This fall is due to the expectatadnates decline, judging by the OIS evolution,
which indicates the rates expectations, which desae 15 basis points, partially offset by the
increase in risk premiums required in this markshce on % February the Euribor-OIS
differential stood at 43 b.p., 10 b.p. above thveleegistered on 31December last year.

European public debt yields fall

In the secondary public debt market, European giédtl during most of January, largely
due to the increased risk aversion related to tieemtainty resulting from the slowdown of the
Chinese economy, the geopolitical tensions andveahd), the expectations of an extension of the
public debt purchase programme by the ECB, aftawgeising in the statement that followed the
meeting held on Z1January that it will be necessary to review amussibly, reconsider the
monetary policy stance at the next meeting to e imeMarch. Thus, the 10-year Spanish bond
yield stood on ‘§ February 2016 at 1.55%, 25 b.p. below the figuromed on 3% December
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2015. On the other hand, the German bond yield3telbasis points over the same period, down
to 0.28%, the Spain-Germany differential standing2¥ b.p., 10 b.p. above the level recorded in
late December last year. Meanwhile, the Spain-Md#fferential stood at 11 b.p., compared to 19
b.p. recorded on $1December.

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

Yields (%) Differentials with Germany (basis points
. Variation in Variation in
Countries |pec-31-19 Jan-29-16 Feb-03-1  spreads Dec-31-19an-29-16 Feb-03-16 spreads
Period | Annual Period| Annual
(1) (2) (3) B-2) -1 &) (5) (6) |(6)-(5)] (6)-(4)

Germany 0.63 0.33 0.28 -5 -35
Holland 0.79 0.44 0.42 -2 -37 16 11 14 3 -2
Austria 0.91 0.57 0.55 -2 -36 28 24 27 3 -1
Finland 0.92 0.58 0.56 -2 -36 29 25 28 3 -1
Belgium 0.97 0.60 0.59 -1 -38 34 27 31 4 -3
France 0.99 0.64 0.62 -2 -37 36 31 34 3 -2
Ireland 1.15 0.86 0.84 -2 -31 52 53 56 3 4
Italy 1.61 1.40 1.44 4 -17] 98 107 116 9 18
Spain 1.80 1.51 1.55 4 -25 117 118 127 9 10
Portugal 2.54 2.67 2.72 5 18 191 234 244 10 53
Greece 8.35 9.69 9.46 -23 111 772 936 918 -18 146

Source: Financial Times.
Stock indices record sharp falls

In the stock markets, the major indices on botlksiof the Atlantic intensified in January
the downward trend that began in late Novemberyaat, due to the geopolitical tensions, the
sharp fall in commodity prices and, above all, tineertainty regarding the growth prospects for
emerging economies. In Europe, the Eurostoxx 58xrdkcreased by 11.4% during January and
the first days of February, despite the upturnsteged at the end of the month due to the recovery
in oil prices and the expectations of further qutative expansionary measures in the Eurozone

T 2. International stock exchange

Level % Variation
Countries Index Feb-03-16 Jan-29-16 Dec-31-15
Germany DAX 9,434.82 -3.7 -12.2
France CAC 40 4,226.96 -4.3 -8.8
Italy FTSE MIB 17,412.04 -6.7 -18.7
Spain IBEX 35 8,314.50 -5.7 -12.9
Eurozone EUROSTOXX 50 2,896.63 4.9 -11.4
United Kingdom FTSE 100 5,837.14 4.1 -6.5
United States S&P 500 1,912.53 -1.4 -6.4
Japan NIKKEI 225 17,191.25 -1.9 -9.7
China SHANGHAI COMP 2,739.25 0.1 -22.6
Mexico IPC 43,257.54 -0.9 0.7
Brazil BOVESPA 39,588.82 -2.0 -8.7
Argentina MERVAL 11,121.40 -1.6 -4.7

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



6 Ministry of Economy and Competitiveness / Spanish Economy Report / January 2016

after the ECB meeting. In Spain, the IBEX 35 showedery similar profile to other European
indices, recording a 12.9% decrease in comparisdhe end of last year. In the US market, the
S&P 500 index fell by 6.4% between®3December 2015 and*¥ebruary 2016, also influenced
by the decline in oil prices and the uncertaintsoagated with the Chinese economy, in a context
of delay expectations in the interest rates risthénUnited States, despite the Fed having started
in December last year the monetary policy normatsa

The euro appreciates slightly against the dollar

With respect to the currency market, the excharge of the euro against the dollar
remained relatively stable during January, in atexnof expectations of new quantitative
expansionary measures in the Eurozone and a macduarthan expected adjustment of the
interest rates in the United States. Thus, in theod between late December 2015 and early
February this year, the euro appreciated agairstdtilar and the pound by 0.4% and 2.6%,
respectively, while it depreciated by 0.4% agathstyen, trading at the end of th& Bebruary
session at 1.0933 dollars, 0.7533 pounds and 13@B38Compared to the end of 2014, the euro
accumulates depreciations of 9.9%, 3.3% and 10.G8nst the dollar, the pound and the yen,
respectively. In that same period, the euro deptegdiby 4.3% in nominal effective terms.

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

On 29" January, the ECB published the evolution of the etanry and credit aggregates in
the Eurozone in December 2015. The M3 broad agtgedaved down three tenths in December,
down to 4.7% y-0-y, due to the lower increase irrency in circulation (6.7%, versus the 8%
increase registered in the previous month) andverraght deposits (11.5%, a rate two tenths
lower compared to the one recorded in November) sndhe slowdown of marketable
instruments (-2.8 y-0-y), following the increaseaorled in the previous month (2.6%). On the
other hand, other short-term deposits moderateddhap rate by half a point, to 3.5%.

T 3. Eurozone monetary aggr egates

December % Year-on-year variation
2015
Balance October November December
Monetary aggregates (Billion €) 2015 2015 2015
1. Currency in circulation 1,035 8.1 8.0 6.7
2. Overnight deposits 5,563 12.3 11.7 115
M1l(=1+2) 6,598 11.6 111 10.7
3. Other short-term deposits (= 3.1. + 3.2.) 3,607 -4.3 -4.0 -3.5
3.1. Term deposits up to two years 1,447 -10.9 9-9. -91
3.2. Deposits redeemable at notice up to three rgontt2,160 0.6 0.3 0.5
M2(=M1+3) 10,205 5.3 5.2 5.2
4. Marketable instruments (= 4.1.+ 4.2.+4.3.) 634 3.1 2.6 -2.8
4.1. Repurchase agreements 81 -18.8 -29.7 -35.1
4.2. Money market funds shares/units 481 10.0 012. 11.9
4.3. Securities other than shares up to two years 72 7.1 7.8 -25.5
M3 (=M2+4) 10,839 5.2 5.0 a7

Source: European Central Bank.
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...the same as financing to the private sector in therozone

On the other hand, the main counterpart to M3 fitiencing to the private sector in the
Eurozone, grew by 0.8% y-0-y in December last y&an tenths less than in November, due to
the lower increase of bank loans (0.6% compardafiedl.2% increase registered in the previous
month) and of shares and other equity (0.6%, coetptr the 3.4% rise recorded in the previous
month), despite the increase in securities otrear #hares (1.8% compared to the same period last
year), following the decrease registered in Novanid®7% y-o0-y). Within loans, those received
by households increased by 1.9%, the same as iprtheous month, and those received by
non-financial corporations slowed down six tentheyn to 0.1% y-0-y.

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

December 2015 % Year-on-year variation

Balance October November  December
(Billion €) 201¢ 201¢ 201¢
Credit to the private sector 12,675 0.9 12 0.8
Loans 10,588 0.9 1.2 0.6
Households 5,306 18 1.9 19
House purchases 3,948 2.0 2.1 2.1
Consumer credit 595 28 35 3.7
Other lending 764 -04 -0.2 -0.5
Non-financial corporations 4,271 0.3 0.7 0.1
I nsurance companies & pension funds 124 1.9 -15 -4.1
Other financial intermediaries 887 -15 -0.1 -3.2
Securities other than shares 1,300 0.0 -0.7 1.8
Sharesand other equities 787 25 34 0.6

(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 December

According to the financing to the private non-fioah sectors in Spain data, published by
the Bank of Spain on®1Februar2016, the financing to the private non-financiaitee decreased
its rate of decline in December, three tenths, @megh to November, registering a y-o-y rate of
-1.5%. This performance is explained by the evotutf the financing received by firms, which
moderated the pace of decline by seven tenth§,886, due to the increase of foreign borrowing,
following the fall registered in the previous montn the other hand, financing received by
households recorded a y-0-y rate of -2.4%, twdhtetdwer than in the previous month, due to the
higher decrease in loans for housing and the slamdyf other bank loans.

New loan and credit operations to households andnffmmancial corporations accelerate in
2015

According to data published by the Bank of Spai® amount of new loan and credit
operations to households increased by 25.2% in 20&5 the previous year, compared to the
18.1% increase recorded in 20T¢his acceleration is due to the higher increasereflits for
house purchases (33.4%, versus the 22.7% incremgstered in the previous year), for
consumption (20.1%, a rate 1.8 points higher tma2014) and for other purposes (17.2%, from
11.4% registered in 2014). The amount of new loaeh eredit operations to SMEs (using as a
proxy for these credits those under one milliorosurose by 12.8% last year, 3.8 points higher
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than the one recorded last year. On the other hthacamount of new loan and credit operations
exceeding one million euros also increased stromgbording a 7.7% increase (-18.4% in 2014).

T 5. Financing of non-financial sectorsresidentsin Spain

December 2015 % Year-on-year variation

Balance October November December
(Billion €) 2015 2015 2015
Non-financial cor porations and Households 1,644 -19 -1.8 -1.5
Non-financial corporations 920 -15 -15 -0.8
Bank loans 548 -1.1 -19 -19
Securities® 84 2.3 29 24
External loans 288 -3.2 -1.9 0.6
Households 724 -24 -2.2 -24
Bank loans. Housing 561 -34 -3.3 -3.5
Bank loans. Other 163 12 19 17
General Government - 3.9 44 -
Total financing - 0.3 0.5 -

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

The Spanish Economy
Domestic Demand and Production
Financial and geopolitical uncertainty and volattly, features of the internationaénvironment

Financial markets in January were characterisedir@ancial and commodity markets
volatility, as well as by the geopolitical risksdathe uncertainty regarding the growth prospects
for emerging economies. In this situation, the pasn Central Bank (ECB) anticipated a likely
further extension of the asset purchase progran@i {n March, leading to a reduction in
European public debt yieldand a rebound in stock indices that partially dffdee strong
accumulated falls.

Inflation is expected to remain at low levels ire thhort term and to get close to its
medium-term objective, as the transitory effectsl@tlines in energy prices, among other factors,
dissipate. The expectations of new quantitativeaagpnary measures in the Eurozone and a
more gradual than expected adjustment of the istteres in the United States, explain the
stability of the euro exchange rate against th&adol

The Spanish economy growth stands ahead in the Eance

In this context of international uncertainty, thgpaBish economy has kept on its
expansionary path. According to the anticipatedrede of the Quarterly National Accounts, the
GDP, in volume and with calendar and seasonallystelg data, grew by 0.8% g-0-q in the fourth
quarter of 2015, as in the third quarter, and tighdst rate of the Eurozone members. In y-0-y
terms, the GDP grew one tenth more than in thel thirarter, 3.5%teaching an annual growth
rate of 3.2% in 2015 as a whole, nearly two pdmgber than that of 2014.
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The European Commission raised its growth forecafsisthe Spanish economy

The GDP growth anticipated estimate published lylNE for 2015 as a whole is in line
with the IMF'’s, the OECD’s and the European Comioiss forecasts for the Spanish economy,
(all of them foreseeing a 3.2%). The European Casion revised upwards the growth forecast
for the Spanish GDP in the period 2015-2017, onéhteach year, up to 3.2%, 2.8% and 2.5%
respectively. These rates stand well above thoséeoEurozone (1.6%, 1.7% and 1.9%). The
higher growth forecasted for the Spanish GDP is ttuex higher contribution of domestic
demand, which offsets the downward revision forrteeexternal demand contribution.

The IMF also raised its growth forecast for 2016 @017, Spain being one of the few
countries with an upward revision. The GDP is eated to grow by 2.7% in 2016 and 2.3% in
2017, two and one tenth higher than anticipategddtober, respectively.

Confidence indicators fall in January

Amongst the recent qualitative indicators, the $aBconomic Sentiment Indicator fell
by 4.1 points in January compared to the previoostlm down to 107.8All its components
steered downwards: confidence in construction (@dihtp), consumer (6.3 points), industry (4.3
points), services (2.6 points) and retail (two It In the Eurozone, the Economic Sentiment
Indicator dropped by 1.7 points in January, reagliive level 105, thus reducing the favourable
differential to Spain by 2.4 points, down to 2.8ts.

This behaviour of the Economic Sentiment Indicatay be affected by the political
uncertainty following the last general electionsheTOECD Composite leading indicator,
designed to anticipate turning points in the ecapoactivity with regards to the trend, shows
more favourable signs and points to a higher dysanstanding at 101.6 in December, one tenth
higher than the figure of the last six months abadva its long-term average (100) since October
2013. On the other hand, the Euroz@woenposite leading indicator was stable in December, as it
stood at 100.6 for the third consecutive month, poiat below that of Spain, indicating strong
growth prospects affected by the decisions of 68 End the Fed.

The Spanish economy lending position increased

According to theFinancial Accounts of the Spanish Economy, published by the Bank of
Spain, the Spanish economy showed net lending vis e rest of the world in the third quarter
of 2015, equivalent to 3% of GDP, eight tenths a&bthat registered in the same period of 2014.
This higher net lending position of the economyaashole was the result of the expansion in
households’ and NPISH net financial transactionshotiseholds (one point, up to 1.2%),
combined with the lower General Government de{i@i45 points, down to 0.6%), partially offset
by financial companies’ reduction in net finandi@nsactions (seven tenths, to 1.2%), the non-
financial institutions’ balances remaining unchah@e3% of GDP).

Consumption dynamism persists...
Amongst the GDP components on the demand side iangarticular, with regards to

private consumption, available indicators point to a certain stabil@ain the growth rate in the
last quarter of 2015.
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Retail sales, with work calendar and price adjusi@ad and excluding petrol stations, rose
by 1.8% in December compared to the 2.7% in Novendreding 2015 with an average annual
growth rate of 3%, compared to the 1% in 2014.

On the other hand, the sales in large companiegoofls and consumption services
component, with deflated and calendar adjusted da¢av in December by almost two points and
a half less than in the previous month, in y-o4yne (0.7% vs. 3.1%). In 2015 as a whole, the
indicator experienced an average annual growthafa#e3%, more than three times that in 2014
(1.4%).

Domestic availability of consumer goods remained stable in the fourth quarter of 2015,
growing by 1.9% g-0-q, as in the two previous geta:t This evolution was due, on the one hand,
to an acceleration of the production (which grewl% in the fourth quarter, compared to the
1.6% increase in the third quarter), and on themtio the slowdown both of imports (1.6% in the
fourth quarter compared with the 2.2% in the thadyl exports (2.7% versus the previous 4.1%).
In y-0-y terms, availabilities accelerated threeths, up to 9% in the fourth quarter, due to the
slight increase of the consumer goods productiowtr rate by eight-hundredths, partially offset
by an export acceleration of 1.4 points, while impaemained virtually stable. As a result,
domestic availability of consumer goods increages strong pace in 2015, 7.5% versus the 6.1%
increase of 2014.

...mainly boosted by the labour market good perfornean

The private consumption dynamism during the laséaricial year, summarised by the
synthetic consumption indicator (that increasedSBy in 2015 compared to 3.4% in 2014) is
mainly due to the labour market. This trend hastinaed during the current financial year, as
observed in the Social Security covered workerarég for January, which increased by 3.2%
y-0-y, as in the previous five months.

The private consumption dynamism has been compatilith the maintenance of the
households’ deleveraging process that started oh2@10. Thus, the households’ and NPISH
debt accounted for 68.6% of GDP in the third quade2015, five points lower than in the
previous year.

Other private consumption determinants, such aséimlds’ financial wealth increased
by 1% y-o0-y in the third quarter of 2015, standaig113.8% of GDP, due to the decrease of
liabilities (-3.3% y-0-y) partially offset by théight fall of financial assets (-0.7% y-0-y).

Households’ financing conditions improve

The improvement of the financing conditions haso atentributed positively to the
evolution of households’ consumption. Interestgate new loans to households fell by the end of
last year. Rates for new credit for house purché&skdy 20 basis points in the last twelve
months, down to 2.55%, and that for new creditigé for consumption fell from 6.53% in
December 2014 to 6.25% in December 2015.

Amongst the qualitative indicators, the consumerfidence indicato(CClI), published by
the CIS, showed a sharp decline in January, 8.8tgailown to 99.1. This fall is explained by a
worse assessment of the current situation, deagdsi 2.8 points compared to December and
especially, by the sharp drop in expectations,3-J#ints. With regards to this last component,
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the sharp decline in expectations on the labourketaf-19.1 points) and on the economic
situation (-17.5 points) should be noted.

G 2. DEBT AND NET LENDING HOUSEHOLDS G 3. DEBT AND NET LENDING FIRMS
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The corporations’ debt stands at 2006 levels

As in the case of households, corporations havarambd in the deleveraging process, the
non-financial corporations’ debt reaching 107.2%G&P in the third quarter of last year, nine
points less than a year earlier and at levels sintid those in early 2006. The balance of
non-financial corporations reflects an increasaseets (1.7% y-0-y) higher than the one in its
liabilities (0.2%), which results into a decline met financial liabilities compared to the third
quarter of 2014 (2.1%)An increase in the gross operating surplus of moaAtial corporations is
also observed, in cumulative terms of four quart8es/ings and net lending of the sector can be
seen to increase (the net lending in the thirdtquatood at 2.2% of GDP, 0.6 points higher than
in the previous quarter).

The volume of new credit transactions for loansesé than one million euros granted to
non-financial corporations continued to grow, by%.y-o-y in December 2015, up to €16 billion
euros. Likewise, the weighted average rate of needit transactions to non-financial
corporations (TEDER) for transactions of less tibae million euros fell in December (by 88
basis points compared to December 2014, down t3.0In terms of outstanding amounts, the
y-0-y decline rate of bank lending remained at 1.p&tly offsetting the sizable recovery of two
months ago, when the rate of decline rose fronfedr¥ September up to -1.1% in October.

The productive capacity utilization in the first guter of 2016 increased

The financial situation improvement, together witie domestic demand dynamism, have
had a positive impact on the productive capacitysation of the Spanish industry, standing at
79% in the first quarter of 2016, nine tenths higtlen in the previous quarter. The capacity
increased four tenths in that period in the Eurezamp to 81.9%.

Signs of moderation in the latest business confiderindicators

The international financial and geopolitical climabdf uncertainty and the domestic
political situation have had an impact on the bessnconfidence indicators. Thus, the Business
Confidence Index, published by the INE, fell by%.8-0-q in the first quarter of 2016, compared
with the 0.2% increase in the fourth quarter of 20this being the first drop in the last three
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years. By components, the improvement in the erdgregurs’ assessment about the current status
of their business (two tenths) was more than offsetthe loss of over five points in their
assessment about their expectations balance.

The equipment investment remains strong...

Signs of some moderation can be seen in the Indusllimate Indexfor investment
goods which after the very positive figures in December (Bdits) it recorded negative values
in January (-1.6 points) due to the weaker perfoiceaof all its componentsrders portfolio
whose balance fell more than 7 poirgepduction expectationsvhich fell by 13 points; and stock
level, which increased by 1.7 points versus the fall registered in DecembeDomestic
availabilities of equipment goods reflect the same trend and they fell by 0.3% g4io-the fourth
quarter of 2015 due to the combined effect of aucédn in production of 1.8% and 1.3% in
imports, partially offset by a 0.7% decrease inatg However, the trend for 2015 as a whole is
very favourable, with an 8.1% annual increase dilabilities, as in 2014, but with a more
balanced growth by components.

Consequently, theynthetic indicator of equipment investment shows an expansionary
trend in the fourth quarter of 2015, with a g-aagrease of 2.7% compared to the 0.8% registered
in the third quarter. In y-0-y terms, the growtkerss maintained, with a 13.5% increase compared
with the 15.2% recorded in the previous quarter.

...and the dynamism of investment in constructioontinues

The indicators related taesidential investment show signs of acceleratioAccording to
the INE Statistics, based on the properties recbiti¢he Property Registers, housing sales y-o0-y
growth rate in November was 13.7%, eleven poinghdr than in October. As in previous
months, the expansionary trend came from the sinarpase of used housing purchases, which
grew by 30.5%, compared to a year earlier, whil® heusing purchases dropped by 25.7% y-0-y.
Likewise, the number of mortgages on housing greangly in November, with a y-0-y growth
rate of 16.4%, more than nine points higher than figure of October (7.1%). The average
amount per mortgaged property grew moderately, 1y6ésy, compared to the 10.8% rise
recorded in the previous month, so the borrowedtalaipcreased by 18.2% y-o-y, half a point
less than in OctobeiThus, in the period from January to November 2016 ihcrease in the
number of mortgages on housing stood at 19.7%, abele the growth rate observed in the same
period last year (0.5%) and above the average grawR014 (2.3%). This dynamism was also
reflected in the price of private housing, deflatgdthe CPI, both according to statistics of the
Ministry of Public Works and Transport (from assesst values), which increased up to 1.8% in
the third quarter of 2015 (1.5% in the third), asading to the INE statistics (based on deeds of
sale), which grew from 4.3% in the second quat@045 to 4.9% in the third.

The industrial sector indicators show a positiveitd

Among theindustrial activity indicators, the Industrial Production Index (IRhew by
3.4% y-0-y in December last year, adjusted for rudée effects,nine tenths less than in the
previous two months (4.3% in November and Octoli&y)groups, the high growth of equipment
goods (7.6%) and intermediate goods (6.8%) in Déegrstands out. The growth of the latter has
not been seen since April 2011. The general IPeér2D15 with an average annual increase of
3.3%, two points higher than a year earlier.
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On the other hand, the Turnover Index in IndugtGNI), with calendar adjusted data,
lost dynamism in November, experiencing a y-o-yrease of 2.8%, four tenths lower than in
October. The progress of equipment goods shoulddbed, as its growth rate stood at 11.3%.
With seasonally adjusted data, the general ICNIbgl0.2% m-o-m in November, after two
months of increases (0.8% in October).

The Industry New Orders Index (INOI) displayed mtgly more expansionary trend in
November 2015, recording a y-0-y increase of 1.8h calendar adjusted data, one tenth above
that of OctoberThis slight increase was due to the strong perfaomaof equipment goods,
which increased by 8.6% (1.3 points more than m phevious month), while consumer and
intermediate goods slowed down by 2.1 and 0.8 ppmspectively. With seasonally adjusted
data, the overall INOI grew by 0.5% in Novembensus the previous month, three tenths less
than in October.

Qualitative and employment indicators for the segwoint in the same direction. Social
Security covered workers ended 2015 with a 2.2%vtjroate (0.1% in 2014) and increased by
3% in January, two tenths more than in the previmesith. On the other hand, the PMI of the
manufacturing industry rose by 2.4 points in Japuatanding at 55.3, pointing towards the
continuation of the expansionary trend.

The expansionary evolution in the construction seckeeps going

With regards to theonstruction sector, the indicators published point to an esparary
evolution. The Production Index in the Constructlodustry (PICI) in Spain, published by the
Eurostat, rose by 2.7% in November, compared ghsame month of 2014, 5.3 points less than
in October. This CPI behaviour affected the buidaomponent, which grew by 3.4% y-o-y, 3.6
points less than in the previous month, while thel evorks component fell by 2.6%, after
thirteen months of continued growth.

Regarding the construction activity leading indicai according to construction new
permits of the Ministry of Public Works and Trangpdloorage approvals in new construction
rebounded in November, with a y-o0-y rate of 89.3%8% in the previous month). This evolution
was due to the strong momentum of the residentalponent, which grew by 114.8%, well
above the 19.2% increase of the non-residentiapooent.
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The sector’s covered workers ended 2015 with a 4v@eth compared with the -1.7%
recorded in 2014. In January 2016 these maintagnbdjh growth rate, with a 3.3% rise (four
tenths less than in December).

Activity in the services sector grows at a goodgac

Lastly, with regards to theervices sector, the Services Sector Turnover Index (S&ffdy
filtering off the effects of the work calendar, ieased by 4.3% y-0-y in November, 1.8 points
less than in the previous month. This slowdown ci#fé both the trade sector and the other
services, whose y-0-y growth rates stood at 4.2844% respectively (6.4% and 5.2% in the
previous month)Filtering off the seasonal effects, the general ISBdpped by 0.7% m-o-m in
November, after the increase observed in the pmegado months (0.6% in October), with falls
of 1.1% in the trade sector and 0.3% in the otkerises sector.

Social Security covered workers in the servicesosegrew at an annual rate of 3.5% in
2015 (2.2% in 2014), and maintained the expansyjoe@n in January, with a growth rate of
3.2%.

On the other hand, the services PMI remained glestbve the expansion indicative
threshold in January, reaching 54.6. However, théslowest level reached by the indicator since
December 2014, thénterviewees mentioning the uncertainty with regatd the political
situation, according to Markit Group Agency.

The tourism sector ended 2015 with very positigufes

Regarding thetourism sector indicators, the arrival of 3.4 million visitors t®pain in
December last year is striking. According to therv8y of Tourist Movements on Border
(Frontur) this is 7.6% higher than that of same than 2014.This increase was three points
lower than the figure registered in November, aantig the expansionary trend that began in
early 2013. Hence, the year 2015 ended with a &84l million tourist arrivals, representing an
annual increase of 4.9%.

The total expenditure by tourists who visited SpairDecember was 8.5% higher than
that of the same month of 2014, a rate 3.7 pomget than in November. Expenditure growth
has been higher than the tourist inflow (7.6%), #msl resulted in a 0.8% increase of the average
spending per person in that period. After this egaurism expenditure in 2015 exceeded the
€ 67 billion, representing an annual increase &¥%®6.

On the other hand, overnight stays in hotels grgw% y-o-y in December, almost two
more points than in the previous month (5.1%). Thixeleration was due to the good
performance of domestic overnight stays, whichaased their stays by 5% over the previous
year (versus the 3.5% drop registered in Novemfédmns, 2015 ended with an average annual
growth of total overnight stays standing at 4.4%9, doints above that in 201%his trend is also
observed in air traffic, which grew by 9% in Deceml{9.3% in November), due both to the
increase in domestic traffic, 8.7%, 1.1 points kigthan in November, and international traffic,
which rose by 9.1%, one point less than in November
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Prices
Inflation ends 2015 with a null value...

The Consumer Price Index (CPI) recorded a null annual growth rate in Decemtheee
tenths above the figure recorded in the previoustmadrhe m-o-m variation rate stood at -0.3%,
against the sharpest fall (-0.6%) observed in #mesmonth of 2014. This increase in the annual
inflation rate mainly responded to energy produats] to a lesser extent, to non-processed food.
In terms of annual average, the general CPl en@4& #vith a rate of -0.5% compared to the
-0.2% registered in 2014. According to the leadimdjcator published by the INE, the national
CPI variation ratestands at -0.3% in January, mainly due to the dr@pectricity prices.

...and core inflation stands at 0.9%

Core inflation (which excludes the most volatileements from the General CPI,
non-processed food and energy) moderated one terilecember, down to 0.9%, its average
annual rate standing at 0.6% in 2015, compared thi¢h0.0% of the previous yearhe slight
core inflation decline in December is explainedHy moderation of one tenth in the rate of Non-
energy Industrial Goods (BINE), given the stabilitiythe y-o0-y rates of services and processed
food. The inflation that excludes total food an@mgy products from the General Index also fell
one tenth in that month, down to 0.8%. Both indicestinue consolidating their upward trend as
a result of the recovery of the economic activitg @rivate consumption.

The CPI y-0-y rate has recorded negative valuesugirout 2015, starting the year at
-1.3% and ending it at 0.0%. On the other hande doflation registered positive values in all
months of the financial year, starting at 0.2% ending at 0.9%. The factor that explains this
differential behaviour between both inflation inelcis the evolution of oil prices, which
decreased by almost half in 2015 (52.15 US doparsBrent barrel) compared to 2014 (99.4 US
dollars per Brent barrel).

Moderation of energy price faltontinues

The prices index of energy products decreased B 2n December compared to the
previous month and its y-o0-y rate stood at -7.5%rsws the sharper decline (-10%) of the
previous month. This lower drop was due to its m#em, fuels and gas, which moderated the
pace of decline by more than three percentage $dmt10.6%. Electricity also influenced as its
price rose from an annual rate of 0.4% in Novenbé&).8% in December.

Food prices register an annual rate of 1.7%

In December 2015, food prices did not vary comparedthe previous month, in
comparison to the slight fall (-0.1%) of one yearlier and its y-o-y rate stood at 1.7%. This
stability responded to the slight accelerationaf+processed food, which increased one tenth, up
to 2.5%, and the maintenance of the annual raterocessed food, beverages and tobacco, at
1.4%. In the case of non-processed food, the sigbeleration responded primarily to fresh fruits
and fresh and frozen fish, partially offset by ghe®md chicken meat and the moderation in the
fresh vegetables and pulses item. On the other, hhad/-o-y rate of processed food, beverages
and tobacco remained at 1.4% for the fifth conseeunonth. In this latter sector, the evolution
of oil prices stands out which, although it has eraded in recent months, continues to grow at
y-0-y rates close to 27%.
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BINE and services inflation increases eight and semenths, respectively

BINE inflation moderated one tenth in DecemberQ16%. This slowdown was largely
due to clothing and footwear priceshich moderated its annual rate by one tenth, 5840.
interrupting the upward trend observed since lpshg. It is noteworthy to mention that the first
winter sales took place in December, so the m-@i@ stood at -2%, the same as that of a year
earlier. The slowdown of medicines and pharmacaugoducts item, two tenths, down to 0.8%,
also contributed to moderation of BINE prices.

Service prices maintained their y-o-y rate at 19%becember, after experiencing a 0.3%
m-0-m increase, the same as a year earlier. Thaemtbs moderation in the annual rate of the
tourism, catering and accommodation services iteriff) stands out, due to the performance of
the package holidays item, which slowed down l.ihtgpdown to 2.9%. On the other hand, it
should be noted the slight acceleration in theqreiscare services.

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

In December 2015, the y-o-y rate of the Harmonistmhetary Union Consumer Price
Index (HMUCPI) stood at 0.2%, one tenth above than figure in the previous month. The
increase of the HMUCPI rate was due to the slowdowthe fall of energy prices, 1.5 points to
-5.8%, this being the only one of the HMUCPI magectors that maintains negative rates. The
evolution of the annual rates for other sectors veag uneven. The three tenths reduction of food
inflation, to 1.2%, was the result of the slowdoafmon-processed food prices, seven tenths, to
2%, compared to the stability at 0.7% of the preedsfood rate. On the other hand, services
inflation fell one tenth, down to 1.1%, and BINHlation remained unchanged compared to
November (0.5%). As a result of the sectors ewvolfutilescribed above, the rate of inflation
excluding energy dropped by one tenth, down to Q&48d core inflation fell remained at 0.9%.

...and the differential favourable to Spain stood 4.3 p.p.

The annual rate of the Spanish Harmonised CPI (SH@Rreased three tenths in
December, up to -0.1%. As a result, the inflatidfecential against the Eurozone, which has been
favourable to Spain since September 2013, fell@@, down to -0.3 p.p. Both the Spanish
harmonised core inflation and its differential agithe Eurozone as a whole remained at 0.8%
and -0.1 p.p. in November, respectively.
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The harmonised average of the annual inflation stded at -0.6% in Spain and was null
in the EMU in 2015, the inflation differential fawmable to Spain reaching -0.6 p.p., as in 2014.
With regard to core inflation, the annual averaggched 0.8% in the EMU and 0.4% in Spain,
and the inflation differential favourable to Spatood at -0.4 p.p. (-1 p.p. in 2014).

In January, according to tHeading indicator of the Harmonised Monetary Union of
Consumer Prices Index (HMUCPI), the inflation rate would accelerate ttemths, up to 0.4%,
which responds to the rate increase of all sectsept food, which rose 1.2%, one tenth less
than in December, as a result of non-processed fOoel fall in energy prices moderated half a
point, to -5.3%, and Non-energy Industrial Good8\@) and services rates rose two and one
tenth, up to 0.7% and 1.2% respectively. The harseghinflation y-o-y rate, estimated by the
leading indicator of the Spanish Harmonised CPIG8H, also fell three tenths compared to
December, down to -0.4%. If the final data for Jamyuconfirm the leading data, the inflation
differential favourable to Spain with the Eurozawmauld rise half a point, up to -0.8 p.p.

The annual rate of decline of producer prices modezd in December

The Industry Price Index (IPP) experimented in December a m-o-m fall oP&,. Against
the 1.1% decrease registered in the same montiegirevious year. In y-o-y terms, the IPP fell
2.2%, a figure representing a moderation in the odtdecline of four tenths compared to the
previous monthin turn, the average annual CPI rate in 2015 wdg62eight tenths less than in
the previous financial year.
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Based on the economic destination of goods, thedow-o-y fall in the general index was
due to the lower decline of the energy prices and lesser extent of intermediate goods. Among
the other groups, consumer and equipment goodsexzhavower inflation rate than in November
(three and two tenths, respectively). As a redulth@ evolution of the different components of the
general index, the non-energy IPP registered a 01&m fall, the same as a year earlier, and its
y-0-y rate remained at -0.2%, the same as in Noeenib terms of annual average, the general
index fall in 2015 is entirely attributed to theeegy component, standing the non-energy IPP
average annual rate at 0.3%, 1.1 p.p. higher in2014.

The y-0-y rate of energy prices stood at -7.9% ec@&nber, compared to the -9.3%
recorded in November. This moderation in the decbh the energy IPP responded both to the
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coke and refined petroleum item and supply of el@tt and gas. The energy IPP average annual
rate stood at -8.8% in 2015, compared to the -3r@é6rded in 2014. On the other hand, the
consumer goods IPP rate fell three tenths, dowh@® due to the non-durable consumer goods
prices slowdown. Intermediate goods prices recoedgw-y rate of -1.7%, one tenth more than in
November. This lower annual fall was entirely daehe chemical industry, whose rate stood at
-1.1%, compared with the -3% registered in Novemihile the metallurgy industry accelerated

the pace of decline by 1.2 points, down to -10.994urn, the equipment goods IPP y-0-y rate

stood at 0.9%, two tenths below that of November.

Labour market
525,100 net jobs were created in 2015,...

In the last quarter of 2015 the Spanish labour etadontinued to show a strong
dynamism, as it maintained and improved the favdererend exhibited for more than two years.
The decline in unemployment throughout the finangear reached a record high and net job
creation largely exceeded half a million peopleorrithe Social Security (SS) covered workers
records and registered unemployment in January,20é&n be assumed that the positive trend of
the labour market continues in the early stagehisfiinancial year.

According to thd_abour Force Survey (LFS), for the fourth quarter, the Spanish economy
ended 2015 with the creation of 525,100 net jobprasenting a y-o-y growth rate of 3%, one
tenth less than the previous quarter. Employmesreased by 45,500 people during that quarter,
and employed population reached 18,094,200, wiidh.3% higher than the previous quarter.
Adjusted for seasonal effects, the variation ratglies a higher g-o-q rate (0.7%), which
represents an acceleration of one tenth versuprthg@ous quarter. The employment rate of the
population over 16 years old continues the upwaetd and rose one tenth in the quarter,
reaching 47%, 1.4 points above that of a yearezarli
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...mainly on the private and services sector

By main activity branches, the g-o-g increase opleyment mainly affected agriculture
and services, with 70,200 and 54,900 more peopkgperctively. On the other hand, it fell in
industry by 55,500 people and by 24,100 in consvncCompared to the fourth quarter of 2014,
employment grew in the main sectors, mainly in agricultural sectors, with increases of
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421,500 (3.2%) in services, 28,100 (2.7%) in camston and 24,600 (1%) in industry.
Employmentin agriculture sector increased by 50,800 peogi)(

The increase in employment in the fourth quartentwsp in the private sector by 31,200
people, while in the public sector it rose by 14 3feople. During 2015, private employment
increased by 452,000 people and public employmighit dy 73,100, registering annual rates of
3.1% and 2.5%, respectively. The annual growth chtemployment reduced six tenths in the
private sector while it rose four tenths in the lpubector, versus the previous quarter.

The employment created is largely contracted emplsy

Considering the professional status of covered wmstk the quarterly increase of
employment was mostly integrated by contracted eygas, 39,900 people more, and, to a lower
extent, by self-employed, which rose by 5,600. Cara@ to a year earlier, most of the
employment created was for contracted employeeg;hwincreased by 505,700 people, 3.5%,
compared with the 3.7% recorded in the previoustquarlhe group of self-employed showed an
annual increase of 19,400, or 0.6%, in compariedhe 0.3% of the previous quarter

By type of contract, the employment created in thgt quarter of 2015 was of a
permanent nature. Thus, the number of employeds pegtmanent contracts rose by 103,400 in
this period and those with temporary ones fell By660. When compared to the previous year,
the increase of wage employment was 170,600 (1\8tkers on a permanent contract and
335,100 workers with a temporary one (9.5%). Agsult of this evolution of employment, the
temporary rate fell by half a point in the quaded stood at 25.7%, 1.5 points higher than a year
earlier.

The patrtiality rate fell last year till 15.7%

Regarding working hours, employment created in ftheth quarter of last year was
mainly part-time. Full-time workers fell by 47,9@ring the quarter, while part-time employees
rose by 93,300. Compared to the same quarter ¢f,ZQll-time employees grew by 3.4% while
part-time employees registered a significantly Ioviecrease (0.8%). These rates show an
acceleration of 0.6 points in the first group anthaderation of 4 points in the second group.
Following these results, the weight of part-timerkavs on the total increased by half a point in
the quarter and fell by 0.4 points compared toa parlier, standing the partiality rate at 15.7%.

The number of unemployed dropped by almost 700,@@@ple and the unemployment rate
decreased almost three points in 2015

The number of unemployed fell by 71,300 peopléhm last quarter of 2015, while in the
same period of 2014 it increased by approximatéyO@ people. The total number of
unemployed people stood below 5 million, for theosel consecutive quarter, reaching 4,779,500
people, 678,200 less than one year earlier, tigesaannual decline in the LFS time series, which
implies an intensification of the annual rate otlde of almost two percentage points, from
10.6% down to 12.4%. The unemployment rate fekkehtenths, reaching 20.9% of the labour
force, which implies a decrease of 2.8 points caeghéo a year earlier. With seasonally adjusted
data, the g-o-q variation in the number of unemgtbgtands at -3.7%, compared to the -3.8%
registered in the previous quarter, linking elegensecutive quarters of declines.

The quarterly reduction in unemployment affectedintgamen, with 71,200 fewer
unemployed, while the number of unemployed womanareed virtually unchanged in the
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quarter. By activity branches, compared to the ipress quarter, unemployment decreased in
agriculture, with 35,800 less unemployed peoplendn-agricultural sectors, the increases were of
64,700 unemployed in services, 11,700 in constocind 3,600 in industry. Over the last twelve
months, unemployment fell in all sectors: 53,400s@wvices, 48,800 in agriculture, 37,700 in
industry and 21,300 in construction. Unemploymestit iy 98,100 people in the group without
previous employment and decreased by 17,400 amengjg@who lost their jobs over a year ago.
In these groups, the fall in unemployment througl5 was of 91,700 and 425,400 people,
respectively.

The youth unemployment rate fell for the sixth cawutive quarter

By gender, the unemployment rate decreased 0.2ampngst women (22.5%) and 0.4
points amongst men (19.5%). By age groups, the plment rate among young people (from
16 to 24 years old) accumulates six quarters ofirtes; and even though it still recorded a very
high level (46.2%), there was a reduction of fanths in the fourth quarter of 2015.

Labour force fell by 25,800 people in the last ¢eraof last year, reaching 22,873,700
and, compared to a year earlier, it dropped by2(8Bpeople, -0.7%, versus the more moderate
decline (-0.1%) of the previous quarter.

Social Security covered workers increased by 529,@péople in January compared to a year
earlier

The labour market dynamism shown by the LFS datéirmeed in the first month of 2016,
according to the Social Security covered workesr@gistered unemployment in the State Public
Employment Service data. Thus, the Social Sec(f@8)covered workers fell by 204,043 people
in January, reaching 17,104,357 covered workergh \Weasonally adjusted data, a m-o-m
increase of 24,601 covered workers took place,thadmonthly rate stood at 0.1%, two tenths
less than in the previous quarter. In y-0-y terthe, number of covered workers increased by
529,045 people, implying a stabilisation of the-y-growth rate at 3.2% for the sixth consecutive
month.

By main activity branches, the decrease of coveradkers in January happened on all of
them,mainly on services, with a drop of 147,834 peoflempared to a year earlier, all main
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branches increased their number of covered workersices with 395,096, industry with 59,593,

construction with 32,085 and agriculture with 422™ y-o-y terms, the growth rate rose in

industry by two tenths (3%), remained unchangeaginiculture (3.2%), and moderated one tenth
in services (3.2%) and four tenths in construc{&B8%).

The total number afiew contracts registered in January reached 1,396,900, representing a
y-0-y increase of 2.1%. With seasonally adjusteth,dthey fell by 196,800 compared to the
previous month. 9% of all new contracts were peengna percentage more than two points
higher compared to the one recorded in the prewiooisth and two tenths more than in January
2015. On the other hand, part-time contracts adedufor 31.4% of the total, a ratio 1.6 points
lower than that of last December and seven teothsrlthan in the same month of 2014.

Registered unemployment in January experienced thegest decrease since 1999 for that
month

The registered unemployment in the Spanish Public Employment Service at the eind
January 2016 increased by 57,247 people, reachds® #55. In the same month of 2015, it rose
by 77,980 people. Adjusted for seasonal effeces réaduction amounts to 49,552 unemployed in
January, which implies a m-o-m variation rate oR%, versus the -0.3% of the previous month.
In annual terms, the downward trend that startedosi two and a half years ago keeps on,
standing in January at -8.3%, versus the -8% recbrid the previous year, which resulted in
374,936 fewer unemployed compared to January 20&3iggest decline in a month of January
since 1999.

When compared to the previous year, the numbenemployed fell in the main activity
branches in January: 165,706 in services (-5.6%)/8&F in construction (-16.2%), 59,539 in
industry (-13.2 %) and 30,450 in agriculture (-28)3Considering the y-o0-y rates of the previous
month, unemployment intensified its fall rate irriaglture and services, remained unchanged in
industry and moderated in construction. In ture, ahnual rate of decline in youth unemployment
increases three tenths, to 12.1%.

External sector
The Spanish economy generated net lending to th& of the world

According to theBalance of Payments data, in November 2015, the Spanish economy
generated net lending to the rest of the world @ Z billion, for the ninth consecutive month,
below the one registered a year earlier (€ 2.8hill

The current account balance recorded a € 2.bibiflurplus in November, in contrast with
the € 2.6 billion surplus registered in the samentm@f 2014, given that a 1% y-0-y decrease in
the positive balance of goods and services coidcdigh an 87.7% decrease of the surplus of
primary and secondary income. Meanwhile, the sgrphuthe capital account ended at € 110
million, versus € 241 million in November 2014.

The energy balance deficit fell by 29% in Novembeidine with the developments in the crude
oil price

According to Customs data, the trade balance recom deficit of € 1.9 billion in
November 2015, compared to a deficit of € 1.6dmlliegistered a year earlier. The increase of the
external imbalance (of 18.9%) was exclusively doethe non-energy component, which
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registered a surplus decrease of 95.7%, while tieegg deficit fell by 29% and the price of a
barrel of imported oil dropped by 39.5% in euros.

In cumulative terms for the last twelve months, tizele balance recorded a deficit of €
24.2 billion in November, compared with the € 24flion of a year earlier. The 1.1%
improvement in the external balance is exclusidklg to the energy balance, which recorded a
cumulative deficit of € 28.2 billion, € 12.1 bilholess that registered a year earlier (€ 40.3
billion). The energy balance more than offset @edf the non-energy balance, which registered
a surplus of € 4 billion, lower by over € 11.8 ioifi the one recorded the previous year (€ 15.9
billon).

Trade flows rose in November...

According toCustoms figures, goods exports increased in November 6968y-0-y, and
their prices, approximated by unit value indicesyéased by 0.1% (0.7% in October), resulting in
an 8.5% increase in real terms, after the 1.5% degjstered in October. The analysis by product
groups in real terms and in y-o-y terms, showsaelaration in exports of all groups: in exports
of consumer goods, food (7.8 percentage point8,2%) and non-food (4.2 p.p., to 17.5%), and
change sign in the other products, exports in abfsitm -2.3% in October to 22% in November,
energy intermediate goods from -16% to 4.4% andermrgy intermediate goods move from a
6.9% fall in October to a 2.4% increase in November
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By geographical areas, exports in volume to theofesn Union increased by 8.4% in
November, six points more than in October, and gspautside the Union went from recording
an 8.5% decline in October to an identical increaséovember.

Goods imports increased by 9.3% y-0-y in hominaintein November, after the 2.2%
decrease registered in the previous month, andghees fell by 2.9% (-2.5% in October). These
changes reflect a price fall in energy intermedgdeds of 28.3% and an increase of 2.6% in the
other products. As a result, imports in real terexgerienced a y-o0-y increase of 12.6%, versus
the virtual stabilisation (0.3%) registered in grevious month. The analysis by products in real
terms and in y-o-y rates reflects an acceleratoalli products: in purchases of consumer goods,
food (4.3 percentage points, to 9.3%) and non-{ddd7 p.p., to 15.9%), imports of capital goods
(0.6 points, to 16.1%) and in non-energy intermidgoods (13 points, to 14.3%), while those of
energy goods change sign, from -16% in Octobep®% in November.
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By geographical areas and in real terms, impoois the European Union grew 13.6 y-o-
y in November compared to the 1.3% registered itokr, and those from the rest of the world
went from a fall of 1% in October to an increasd ¥ in November.

...and the “momentum” improved compared to the prewsomonth

The "momentum” (change during the last three momthsomparison to the previous
three months) of exports in real terms registerslightly positive rate in November (0.1%) after
the negative rate of October that interrupted simsecutive months in the positive, and that of
imports continued to be negative in November (-2,3%though it improved nine tenths
compared to the rate registered in October.

The assets and liabilities net variation generateet capital outflows in November

According to the Balance of Payments, in NovemB&d5 the financial balance,
excluding the Bank of Spain assets, recorded rtatautflows of € 9.8 billion, versus the net
inflows of € 10.6 billion recorded a year earlidhis result is explained by the net outflows
registered in all functional categories, mainlypiortfolio investment (€ 7.4 billion) as a result of
the divestments of the non-residents in Spain hadrivestments abroad by residents, as well as
other investment (€ 2.1 billion).

The assets net variation recorded net capitaloaf (investments) of € 13.1 billion in
November, below the net outflows of € 25.5 billi@yistered in the same month of 2014. On the
other hand, the liabilities net variation generatetlinflows (investments) of € 3.3 billion, versus
the net inflows of € 36.1 billion recorded a yearlier

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 thst of the world increased by € 11.7
billion in November, an amount that includes arrease of € 13.2 billion in the net position vis-
a-vis the Eurosystem and improvements of 97 milliothe reserves and of € 1.4 billion in the
remaining net assets.

Public sector

On 26" January 2016the Ministry of Finance and Public Administratiopublished the
data ofnon-financial transactions of the Central Governmerthe Regional Governments and the
Social Security Funds, with consolidated data anterms of National Accounts for November
2015.

The General Government consolidated deficit, exahgl Local Governments, stands at 3.89%
of GDP up to November 2015

On a consolidated basis, the Central Governmeast,Regional Governments and the
Social Security Funds recorded up to November 20iiBficit of € 42.0 billion (3.89% of GDP),
12.4%lower in comparison to the same period of 20141(% &f GDP). This deficit decrease is
explained by a y-o-y increase of non-financial teses (3.8%) higher than that registered by
non-financial uses (1.7%).

The increase in revenues is largely explained ey ribes in taxes on production and
imports (7.5%), current taxes on income and weali®o) and social contributions (1.8%).
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Regarding non-financial uses, these mainly increakes to the higher compensation of
employees (3.5%), intermediate consumption (5.88%) gross fixed capital formation (15.3%,
which stands at 7% when removing the reallocatforapital investments made in previous years
by Catalonia).

The Central Government accumulated a deficit o4 dillion (2.30% of GDP) up to
November 2015, 25.5%wer than the figure registered in the same peabd®014 (€ 33.3
billion, equivalent ta3.20% of GDP). This deficit decrease is explainga lsise of non-financial
resources (4.1%) and by a reduction of non-findnsas (-0.9%).

The Regional Governments accumulated a deficit b2 billion (equivalent to 1.31% of
GDP,against the 0.7%leficit target set for the whole of the ygap to November last year, 1.7%
higher than in the same period of 2014 (€ 14 illiequivalent t01.34% of GDP). This higher
deficit is explained by an increase of non-finahcesources (€ 4.3 billion) lower than the one
registered by non-financial uses (€ 4.5 billiott)should be noted that in 2015 an extraordinary
expenditure was recorded, amounting to € 1.2 hillas a result of the reallocation of capital
investments made in previous years in Catalonialuging this expense, the subsector reduced
its deficit by 7.2%, equal to 0.14 percentage maitGDP.

As for Social Security Funds, these accumulatedfecitd of € 3 billion up to November
2015, versus the 719 million deficit recorded ia #ame period of 2014. This was mainly due to
the Social Security System deficit, which increabgds0.4% y-0-y, up to 0.82% of GDP. The
higher deficit of the System was caused by an ekipge increase (3.3%) and, in particular, in
the expenditure on social contributions (3.4%), ma@her than the one recorded in revenues
(0.7%).

The General Government EDP debt slightly accelesate November...

The Bank of Spain published on™8anuary theGeneral Government Debt data for
November 2015, according to the Excessive Defimc@dure (EDP) methodology. According to
the Bank of Spain, the General Government EDP Dedthed € 1.068 billion in that period,
4.4% higher than in the same period last year.

By subsectors, the State EDP Debt reached € 91lliohlin November, 5.7% higher than
in the same period of 2014. On the other hand,Rbégional Government EDP Debt reached
€ 254.1 billion, 9.7% higher than in the same moaiagt year. Regarding the Social Security
Administrations, the EDP Debt reached € 17.2 hbilli@ figure almost identical to the one
registered in November 2014 (€ 17.2 billion). Finalocal Corporations registered in November
2015 an EDP Debt of € 35.4 billion, 13.1% lower pamed to that of a year earlier.

...while the State debt moderates the rate of ims®in December
Finally, the State’s debt, according to the metthaglp of the EDP, stood at € 917 billion

at the end of December 2015, registering a y-oeyeimse of 5.3%, a rate five points lower than
the one registered in the same month in 2014.
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