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RECENT EVOLUTION OF THE ECONOMIC INDICATORS

Financial markets

The financial markets in April and early May werenditioned by the uncertainty
associated with the world economy evolution, ad aglby the monetary policy meetings of the
Federal Reserve (Fed) and the European Central @&0R), in a context of rising oil prices and
high volatility. All this resulted in declines in aat stock indices, increases in the peripheral
European public debt yields and a slight appremmatif the euro against the dollar.

The ECB maintains the interest rates and warns thiaé global uncertainty continues

The Governing Council of the ECB, on its meetintghen 2F' April, decided to maintain
the interest rates on the main financing operatitdms marginal lending facility and the deposit
facility at 0.00%, 0.25% and -0.40%, respectivedfter the reduction that took place on™10
March. In the press conference that followed thetmg, Mario Draghi announced the start of the
extension of the asset purchase programme up t0 Bilon per month, compared with the
previous € 60 billion, which will run until March027. Likewise, the ECB president also
announced the start, as of June this year, of thpdCate Sector Purchase Programme (CSPP).
He also stressed that the monetary expansion isoinmg the financing conditions in the
Eurozone, even though the high global uncertaiotytioues. In this regard, the ECB will use all
the available instruments within its mandate tovern¢ the low inflation environment from
causing second-round effects that would hindeatigevement of the inflation target.

The Fed keeps the interest rates unchanged

The Federal Open Market Committee (FOMC) of the, kedts two day meeting held on
26" and 27" April, decided to maintain the target range foe federal Funds rate at 0.25% to
0.50%, set on #7December 2015, in a context in which labour madatditions continue to
improve, despite the slight slowdown experiencedhgyeconomic activity. The FOMC expects
inflation to approach its medium-term objective ttzes transitory effects of declines in energy and
import prices dissipate. It also believes that vatradual adjustment in the stance of monetary
policy, economic activity will expand at a modergitace and labour market indicators will
continue to strengthen, although the global econoamd financial events will continue to
condition the pace of normalisation of the monefauljcy.

The BoJ decides not to change its monetary policy

On the other hand, in the meeting held off aid 28' April, the Bank of Japan (BoJ)
decided not to change its current monetary politgr applying in its previous meeting held in
January a negative interest rate of -0.1% to ctaeoounts that financial institutions hold at the
Bank, in order to achieve the inflation target &6.2Similarly, the BoJ decided to keep its asset
purchase programme unchanged, expanding the mgietee at an annual rate of approximately
80 trillion yen.

The BoE maintains the interest rates and the agsetchase programme

Likewise, the Monetary Policy Committee of the BafkEngland (BoE), in the meeting
held on 18 April, decided to keep the Official Bank Rate &% (in force since'SMarch 2009)
and to continue with the asset purchase programmeh currently stands at £ 375 billion, due to
the persistence of inflation at levels below thgéa of 2%.
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The Central Bank of Sweden maintains the intereates and expands the public debt purchase
programme

Following the meeting held on 20April, the National Bank of Sweden (Riksbank)
decided to maintain its interest rates (Repo rate)).50% and to expand the public debt purchase
programme up to SEK 45 billioduring the second half of 2016. With this monetaxpansion,
the Riksbank aims to reduce the risk of a highantexpected appreciation of the SEK and of an
interruption in the inflation rise, in a contextersistent global uncertainty.

The Central Bank of Australia reduces the officialterest rate

In its meeting held on"8May, the Central Bank of Australia decided to rlthe official
interest rate by 25 b.p., down to 1.75%, due toelowmflationary pressures in a context of
downward revision of growth forecasts for the warttbnomy.

The 12 month Euribor remains close to zero

In the interbank market of the Eurozone, interagts remained negative in April. More
specifically, the 12 month Euribor stood at -0.018%the beginning of May, compared to the
-0.005% recorded at the end of March. This reduoct® due to the expectation of the rates
decrease, since the Overnight Index Swap -OIS-chvindicates the rates expectations, fell 1
basis points, while the risk premiums required his tmarket remained unchanged during this
period, as on "5 May the Euribor-OIS differential stood at 38 b.he same level as the one
recorded on F1March.

Peripheral European public debt yields rise

In the secondary public debt market, peripheralopean yields rebounded during the
first week of April as a result of the risk aversimcrease, while that of the German bond fell,
which resulted in a rebound of the risk premium.riby the rest of the month, both the
peripheral and the German vyields reported a growed in the context of increased oil prices
and maintenance of the ECB's monetary policy, aghothe German bond yield flexed
downwards again in the first week of May due tadhfer rebound in risk aversion. Thus, the
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10-year Spanish bond yield stood dhMay 2016 at 1.58%, 13 b.p. above the figure resdrd
on 3F' March. On the other hand, the German bond yiet& @ basis points over the same
period, up to 0.17%, the Spain-Germany differergiahding at 141 b.p., 11 b.p. above the level
recorded in late March. Meanwhile, the Spain-l@ilfyerential stood at 8 b.p., compared to 22
b.p. recorded on $March.

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

Yields (%) Differentials with Germany (basis points
. Variation in Variation in
Countries |pec-31-19Mar-31-1§May-05-1§  spreads Dec-31-1Mar-31-16May-05-16 spreads
Period | Annual Period| Annual
(1) (2) (3) B-2) -1 &) (5) (6) |(6)-(5)] (6)-(4)
Germany 0.63 0.15 0.17 2 -46
Finland 0.92 0.44 0.47 3 -45 29 29 30 1 1
Holland 0.79 0.23 0.41 18 -38 16 8 24 16 8
Austria 0.91 0.36 0.41 5 -5( 28 21 24 3 -4
France 0.99 0.41 0.54 13 -45 36 26 37 11 1
Belgium 0.97 0.38 0.58 20 -39 34 23 41 18 7
Ireland 1.15 0.73 0.90 17 -24 52 58 73 15 21
Spain 1.80 1.45 1.58 13 -22 117 130 141 11 24
Italy 1.61 1.23 1.50 27 -11 98 108 133 25 35
Portugal 2.54 2.78 3.29 51 7% 191 263 312 49 121
Greece 8.35 8.68 8.64 -4 29 772 853 847 -6 75

Source: Financial Times.
The stock indices fall in a context of volatility

In the stock markets, the indices on both sidat®fAtlantic fell between late March and
early May due to the uncertainty associated tontbedd economy evolution in a context of high
volatility, thus counteracting the profits accuntath by mid-month as a result of the rise in oil
prices. In Europe, the Eurostoxx 50 index decredse@.1% during that period, despite the
upward trend of oil prices and the continuity o tBCB quantitative expansion. In Spain, the
IBEX 35 recorded in early May a 0.4% decrease imgarison to late Marchdropping by 9%
compared to late last year. In the US market, & 500 index fell by 0.4% between 3March
and %' May, in a context in which global economic andafigial developments continue to
influence the pace of normalisation of the moneganhcy.

Slight appreciation of the euro against the dollar

With respect to the currency market, the excharge of the euro against the dollar
remained relatively stable during April after rebding strongly in March, due to the expectation
of a possible delay of some of the interest rateei@ses initially planned for this year in the US.
Thus, in the period between late March and early,Mae euro appreciated against the dollar by
0.5% and depreciated by 4.2% and 0.4% againsteheapd the pound, respectively, trading at
the end of the 5 May session at 1.1439 dollars, 122.51 yen and88.g®unds. In that same
period, the euro appreciated by 0.5% in nominaative terms.
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T 2. International stock exchange

Level % Variation
Countries Index May-05-16 | Mar-31-16 Dec-31-15
Germany DAX 9,851.86 -1.1 -8.3
France CAC 40 4,319.46 -1.5 -6.8
Italy FTSE MIB 17,923.90 -1.1 -16.3
Spain IBEX 35 8,689.40 -0.4 -9.0
Eurozone EUROSTOXX 50 2,940.35 21 -10.0
United Kingdom FTSE 100 6,117.25 -0.9 -2.0
United States S&P 500 2,050.63 -0.4 0.3
Japan NIKKEI 225 16,147.38 -3.6 -15.2
China SHANGHAI COMP 2,997.84 02 -15.3
Mexico IPC 45,147.97 -1.6 5.1
Brazil BOVESPA 51,671.04 3.2 19.2
Argentina MERVAL 13,348.13 2.7 14.3

Source: Bolsa de Madrid, Infobolsa, Stoxx and FamedrTimes.
The M3 broad monetary aggregate grows in March % ¥-0-y

On 27" April, the ECB published the evolution of the mtarg and credit aggregates in
the Eurozone in March 2016. The M3 broad aggregiae by 5% y-0-y, one tenth more than in
the previous month, due to the acceleration ofdimeency in circulation (5.9%, a rate two
tenths higher than in February) and the smallelird=of other short-term deposits (from -2.6%,
to -2.5%) and marketable instruments (-1% compéodtie -1.9% registered in February). On
the other hand, overnight deposits moderated gnewth rate by one tenth (11%, in comparison
to the 11.1% registered in the previous month).

T 3. Eurozone monetary aggr egates

March % Year-on-year variation
2016
Balance January  February  March
Monetary aggregates (Billion €) 2016 2016 2016
1. Currency in circulation 1,052 6.1 5.7 5.9
2. Overnight deposits 5,715 11.3 11.1 11.0
M1(=1+2) 6,767 10.4 10.2 10.1
3. Other short-term deposits (= 3.1. + 3.2.) 3,590 -2.7 -2.6 -2.5
3.1. Term deposits up to two years 1,427 -7.4 -7.4 -6.7
3.2. Deposits redeemable at notice up to three rgonth2,163 0.7 0.9 0.6
M2 (=M1+3) 10,357 5.4 5.4 5.4
4. Marketable instruments (= 4.1.+ 4.2.+4.3.) 641 -1.6 -1.9 -1.0
4.1. Repurchase agreements 89 -29.2 -27.9 -28.7
4.2. Money market funds shares/units 463 9.3 8.2 7.5
4.3. Securities other than shares up to two years 90 -15.9 -12.3 -25
M3 (=M2+4) 10,998 5.0 4.9 5.0

Source: European Central Bank.
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Financing to the private sector in the Eurozone sls down slightly in March

On the other hand, the main counterpart to M3fitrencing to the private sector in the
Eurozone, grew by 1.1% y-o-y in March, one tentssl¢han in February, due to the lower
increase of bank loans (1% compared to the 1.2%ase registered in the previous month) and
the further decline recorded by shares and otheitye(t2.4%, a rate one point lower than in
February). Furthermore, securities other than shaceelerated four tenths, up to 3.3% y-0-y.
Within loans, those received by households incekdse 2.2%, a rate identical to the one
registered in the previous month, and those redeibyenon-financial corporations accelerated
one tenth, up to 0.8% y-o0-y.

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

March 2015 % Year-on-year variation
Balance January February March
(Billion €) 201¢ 201¢ 201¢
Credit to the private sector 12,709 0.9 12 11
L oans 10,645 0.8 12 1.0
Households 5,338 19 22 22
House purchases 3,973 21 2.3 2.3
Consumer credit 603 4.0 5.0 5.0
Other lending 762 -0.4 -0.2 -0.4
Non-financial corporations 4,290 0.5 0.7 0.8
I nsurance companies & pension funds 109 -9.6 -6.9 -19.2
Other financial intermediaries 908 -25 -15 -1.3
Securities other than shares 1,312 24 2.9 3.3
Sharesand other equities 752 -04 -1.4 24

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

The financing stock to the private sector in Spatensifies the y-o-y rate of decline

According to the financing to the private non-fioah sectors in Spain data, published by
the Bank of Spain on™8May 2016, the financing to the private non-finahsiector decreased by
2% y-0-y in March, four tenths more than in thevowas month. Financing received by firms
intensified the pace of decline by eight tenths2%, due to the higher decline in bank loans,
foreign loans and securities other than shares.tl@n other hand, financing received by
households recorded a y-o0-y rate of -2%, one teiggier compared to the previous month, due to
the acceleration in bank loans for purposes othan thousing, partially offset by the higher
decrease of bank loans for housing.

New loan and credit operations to households and Edvtontinue to grow sharply

According to data published by the Bank of Spain28fi April, the amount of new loan and
credit operations to households, in cumulative gefor the last twelve months, increased by
24.8% y-0-y in March, seven tenths less compardetwuary This slight slowdown is due to the
lower increase of credits for house purchases andther purposes (31.9% and 15.1% y-o0-y, 1.2
points lower than in February), partially offsetthy acceleration of credits for consumption (four
tenths, to 23% y-0-y). The amount of new loan aratlit operations to SMEs (using as a proxy
for these credits those under one million euroseron cumulative terms for the last twelve
months up to March, by 11.5% y-o0-y, an increaseiseégnths lower than the one recorded in the
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previous month. On the other hand, the amount wof loan and credit operations exceeding one
million euros slowed down 8.5 points, down to 1.%%-y.

T 5. Financing of non-financial sectorsresidentsin Spain

March 2016 % Year-on-year variation
Balance January February March
(Billion €) 2016 2016 2016
Non-financial corporationsand Households 1,623 .13 .16 20
Non-financial cor porations 905 0.7 1.2 2.0
Bank loans 540 -11 -1.2 -2.0
Securities® 80 2.1 -3.3 -4.8
External loans 285 -0.8 -0.5 -1.0
Households 718 2.1 -2.1 -2.0
Bank loans. Housing 555 -34 -3.4 -3.5
Bank loans. Other 163 2.7 2.7 3.5
General Gover nment - 29 34
Total financing - 0.3 0.3

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

Spanish economy
Domestic demand and production
The uncertainty and international financial volatity slow down the world economy progress

In a context of continuation of the financial urte@rty and volatility, the world economy
slowed down the pace of progress and the Eurozoméinces to recover moderately. The
slowdown of the Chinese economy, the falling poteaw materials, the low interest rates and
the high debt level, marked the international saemecent weeks.

The IMF and the European Commission revised theirogvth forecasts for Spain slightly
downwards in 2016

In this context, both the IMF and the European Cassion (EC) revised their growth
forecasts for the Spanish economy slightly downwamc2016. The IMF lowered it by one tenth,
down to 2.6%, maintaining its forecast for 201 289%, and the EC by two tenths in 2016, also
down to 2.6%, with growth standing at 2.5% in 2017.

In both scenarios, the slight downward revisiorthed Spanish GDP growth in 2016 is
explained by the loss of momentum in domestic deias the expansionary effects derived from
the external factors dissipate, as well as by theedainty regarding the political scene. By
components, both the IMF and the EC estimate thaate consumption will reduce the rate of
progress slightly in 2016, down to 3%. With regdad gross fixed capital formation, both
Institutions foresee a slowdown this year. The B2dasts a slowdown of 1.7 points down to
4.7%) whereas the IMF foresees a slowdown ofl.atpddown to 4.5%). As far as the foreign
sector contribution to GDP growth is concerned, B expects it to remain negative both in
2016 and 2017, while the IMF envisages that it balpositive in 2017.
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The INE advanced estimate sets the GDP g-0-g groatth.8% in the first quarter of 2016

According to the anticipated estimate of the Qubyrtdational Accounts published by the
INE, the GDP, in volume and with calendar and seaky adjusted data, grew by 0.8% g-0-q in
the first quarter of 2016, as in the previous firgd quarters. In y-o-y terms, the GDP grew by
3.4%, one tenth less than in the previous quarter.

These rates stand significantly above those esinatthe first quarter of the year for the
EU average (0.5% g-0-q and 1.7% y-0-y) and forEbheozone (0.6% g-0-q and 1.6% y-0-y).

Leading indicators point to the maintenance of tlegpansive trend in activity

The continued growth of the Spanish economy has Isepported by the composite leading
indicator for Spainpublished by the OECD and designed to anticipateirtg points in the
economic activity with regards to its trenthis indicator moderated slightly in March by one
tenth, reaching 101.2 and remaining above its ltergn average for one additional month.
Moreover, the indicator for the Eurozone standéteignths below that of Spain, extending our
country’s positive differential that started ind&2013.

Likewise, the global activity composite PMI for $paeached 55.2 in April, one tenth
higher than in March, pointing to a slight accefi@rain the activity.

On the other hand, the Spanish Economic Sentimafitdtor (ISE, by its Spanish
abbreviation) fell by eight tenths in April compdr® the previous montltown to 106.1. By
components, confidence in services steered dowmsnMayd2.8 points, whereas confidence in
retail and industry fell by 6 tenths. Confidencecanstruction rose by 4.9 points and consumer
confidence by 0.8 points. In the Eurozone, the Botdn Sentiment Indicator rose by nine tenths
in April, reaching the level 103.9, thus decreading favourable differential to Spain by 1.7
points, down to 2.2 points.

G 2. CONFIDENCE INDICATORS: SPAIN G 3. PURCHASING MANAGERS' INDEX (PMI)
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Private consumption dynamism persists in the ficgtarter...

Amongst the GDP components on the demand side iangarticular, with regard to
private consumption, the signals from availabladatbrs are mixed, even though they generally
point to the maintenance of the expansionary pathe first quarter of the year.
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Thus, the retail index, with deflated and caleraffjusted data, grew in March by 4.4% y-
o-y, four tenths more than in February, accumugatmthe first three months of 2016 an annual
average growth of 4%, two tenths higher than thestered in the previous quarter (3.8%).

On the other hand, the consumer goods and semreponent of domestic sales in large
companies, with deflated, fixed-sample and caleadarsted data, grew by 3.5% y-0-y in March,
compared to the 7.5% of the previous month. It aedated an annual growth of 5.3% between

January and March, lower by almost one point ahdlathe one recorded in the last quarter of
2015 (6.7%).

Among the qualitative indicators, the Consumer @tmnrfce Indicator (CC))published by
the CIS, decreased in April, for the fourth congeumonth, down to 91, below the 100
threshold. This fall is the result of a worse assest on both, the current situation (which
declined 1.3 points compared to March), and of etgi®mns (which dropped 1.8 points). Within
the current situation component, the assessmeheajeneral evolution of the economy loses 6.4
points, the perception of the labour market pobsés decreases more moderately (2 points) and

the assessment of the households situation is agenthe most positive component, with an
increase of 4.6 points.

Finally, the advance of household incomes contintescontribute to the private
consumption dynamism, boosted by the good perfocmaof the labour market. Indeed,
according to Social Security covered workers figufer April, there was a y-o0-y increase of
2.7%, very similar to the one registered in Mar2i8%o).

The companies deleveraging process continues

In the fourth quarter of 2015, the Spanish commanantinued the deleveraging process
started in 2010. Their debt, materialised in loand securities other than shares, reached 104.6%

of GDP, 8.2 points lower than that of the previgesr (86% of GDP in consolidated terms,
compared with the 93% registered in the last quaft2014).

G 4. DEBT AND NET LENDING HOUSEHOLDS G 5. DEBT AND NET LENDING FIRMS
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The equipment investment remains strong...

The strength of equipment investment is reflectedhie Industrial Climate Indexof
investment goods, which improved in April by 3.6irgs. This was due to a decrease of the
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stocks level (11.3 points) and the upturn of thefpbio orders, which rose by almost 11 points,
while production forecasts fell (11 points).

Likewise, domestic availability of equipment goa@$lects an expansive signal, with a
g-0-q rate of increase of 1.2% in the first quarter

On the other hand, domestic sales in large compatirected at capital services, with
deflated, fixed-sample and calendar adjusted datzelerated by 1.3 points in March, registering
a y-o0-y growth of 1.4%. This evolution was mainlyedto sales of equipment goods and software,
which accelerated 2.6 points and recorded a y-wwi of 4.6%.

...and investment in construction accelerates

The indicators related to residential investm&miw signs of acceleratioAccording to
the INE Statistics, based on the properties recbidethe Property Registers, housing sales
experienced a strong growth of 16.8% y-o0-y in Marehding the first quarter with an average
annual increase of 9.2%, higher by more than onet @nd a half the one registered in the
previous quartefThis acceleration in the first quarter was duehlower decline in new housing
purchases (-13% compared to the 27.4% fallthd previous quarter) while used housing
purchases slowed down by 5.3 points, although tleyinue to grow at a strong pace (16.9%).

Likewise, the number of mortgages on housing acatdd by 5.3 points in February, up
to a y-o0-y rate of 15.9%. The average amount petgaged property fell by 1.3%, after the slight
two tenths rise recorded in the previous month.stthe borrowed capital increased by 14.4%, 3.6
points more than in January.

Industrial sector activity indicators drops mixedgsals

Amongst the indicators of the industrial activitiie Industrial Production Index (IPI)
with calendar and seasonally adjusted data, inedelg 2.8% y-0-y in March, more than seven
tenths higher than the growth rate in the previmenth. By groups, the strong growth in
equipment goods (9.2%) and intermediate goods (Bid¥emarkable.

Likewise, amongst the qualitative indicators, tiM| fhdex of manufacturing for Spain
reached the level of 53.5 in April, one tenth abthet of the previous month, maintaining the
favourable differential for Spain at 1.8 points iagathe Eurozone.

On the other hand, the Industry New Orders IndBO() recorded a y-0-y increase of
0.9% in February, with calendar adjusted datatemths less than in January. This slowdown
was due to the sharp decline in energy, which bgll35.2% (9.9 points more than in the
previous month), and to a moderate decline in mnégliate goods (-1.6%, after the stabilisation
registered in the previous month), while consunedg continued to grow at a sustained pace

(2.7% versus 3.4% in January) and equipment goodslerated significantly, more than four
points, up to 13.4%.

In turn, the Turnover Index in Industry (ICNI) wkess dynamic in February, with a 1%
y-0-y decrease, with calendar adjusted data, #iftermonths of consecutive increases. This
decline is explained by the sharp fall of the epecomponent (-35.2%). With seasonally
adjusted data, the general ICNI fell by 0.4% m-aamFebruary, half a point lower to that
registered in January.
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Finally, social security covered workers registnasiin the industrial sector grew at a y-o-y
rate of 2.8% in April, two tenths more than in Marc

The expansionary evolution in the construction seckeeps going

Concerning the constructisector, the indicators published continue pointm@ strong
expansionary evolution, although more moderated thahe previous months. The Production
Index in the Construction Industry (PICI) in Spapuyblished by Eurostat, rose by 13% in
February, compared with the same month of 2015,p6i&ts less than in January. This PICI
evolutionis explained by a reduction in the acceleratingepafats two components: the building
component, which grew by 15.4%, 4.6 points less timathe previous month, while the civil
works component fell by 2.2%, after the 14.6% iaseobserved in the previous month.

Regarding the construction activity leading indizat according to construction new
permitsof the Ministry of Public Works and Transport, ftage approvals in new construction
continued to grow at a strong pace in Februarywsip a y-o-y growth rate of 16.2%. This
evolution was due to the strong momentum of theleasial component, which grew by 43.8%,
while the non-residential component fell by 32.38mpared to the same month of 2015.

Finally, Social Security covered workers in the stomction sector grew by four tenths in
April, registering a 2.2% y-o-y rate.

Slight moderation in the services sector activity

With regard to the services sector, the ServicestoBelTurnover Index (SSTI) after
filtering off the effects of the work calendar, inased by 3.1% y-0-y in February, seven tenths
less than in the previous month. This slowdownciéfé the trade sector, which fell by 1.1 points
versus the previous month, down to 2%, while theeioservices sector accelerated by one tenth,
up to 5.2%.

On the other hand, the servide®ll remained above the threshold of 50 in April .55
two tenths lower than in March), showing an expamsiy trend .The index stands 2 points
above that of the Eurozone.

Social Security covered workeirs the services sector held a dynamic trend, wighoay
growth rate standing &9% in April, slightly below the figure from thegqvious months (3.1%
in February and March).

Favourable performance of the tourism sector in Mar

Regarding the tourism sector indicators, the arrofa4.8 million visitors to Spain in
March is striking. According to the Survey of TairiMovements on Border (Frontur) this
figure is a 16.1% higher than that of the same mam2015 and 2.4 points higher than that in
February, keeping the expansionary trend that bégaerarly 2013. The total expenditure by
tourists who visited Spain in March was 10% higtiean in the same month of 2015 and 2
points higher than in February. Expenditure grow#s been lower than the tourist inflow
(16.1%), and this resulted in a 5.3% decreaseeoétierage spending per person.

On the other hand, overnight stays in hotels gre@ngly in March by 17.6% y-o-y, 5.2
points more than in the previous month. This was, @mong other factors, to the effect of the
Easter holidays, which this year was held in Masttereas last year it was celebrated in April.
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This acceleration was due to the good performahdemestic overnight stays, which increased
their stays by 22.2% over the previous year (vetBasl1.2% in February) and overnight stays
for foreigners, which experienced a 14.4% y-o-yréase, compared with the 13.3% in the
previous month.

Meanwhile, air traffic grew by 14.6% y-o-y in Mar¢h.6 points less than in February).
This was due to both the moderation in domestifi¢rashich grew by 14.1% (2 points lower
than in February) and to the international traffithich rose by 14.9% (1.4 points less than in the
previous month).

Prices
The CPI y-o0-y rate remains at -0.8% in March...

The y-0-y rate of th€onsumer Price Index (CPI) remained at -0.8% in March 2016, the
same figure as that registered in February. Thisildly of the y-o-y rate of the CPI was mainly
due to the inflation of non-processed food andisesy which offset the sharp fall experienced
by energy prices. According to the leading indicaibthe national CPI published by the INE,
the CPI y-o0-y rate fell three tenths in April innaparison to the previous month, a behaviour
that could be explained by a decline in packag&laps and electricity prices.

...while core inflation rises one tenth, up to 1.1%

Core inflation (which excludes the most volatileeraents from the General CPI,
non-processed food and energy) rose one tenth irchilaip to 1.1%, due to the slight
acceleration in services prices, while the inflatrate of non-energy industrial goods (BINE)
and processed food remained unchanged. The imflahat excludes total food and energy
products from the General Index remained at theedawel of February, 1%.

Energy products prices intensify the pace of deelin

By breaking down the CPI into its main componeiitss possible to observe that the
prices forenergy products registered in March a y-o-y rate of -14.8%, setemths lower than
the figure recorded in February. The larger y-aalf Was due to the fuel and lubricant item
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(-14.4%, versus the -13.3% of February), whilst yhe-y electricity price rate remained at
-14.2%.

Food prices increased by 1.5% y-0-y

Food prices accelerated by three tenths in March, up.566. Thisevolution was due to
non-processed food, whose rate rose from 0.8% nuey, up to 2.2% in March, and especially
to fresh vegetables and pulses prices and frests,fnwhose rates stood at 1.6% and 4.9%,
respectively. On the other hand, the annual ratgrotessed food, beverages and tobacco
stabilised at 1.3% of the previous month, highligitwithin this group the sharp increase in the
prices of oils (20.6%) and potatoes and potatoywrtsd(14.5%).

BINE inflation stabilises and services inflation itreases one tenth

BINE inflation stability in March, which stood at 0.5%rfthe third consecutive month,
was due to the stability for clothing and footwd@r4d%) and cars (3.6%). In addition, the
medicines and pharmaceutical product prices irfiedsiheir pace of decline three tenths, down
to -1.8%. On the other hand, teervices y-o-y rate rose one tenth in March, up to 1.4%aas
result of a heterogeneous behaviour of the iterisided in it. The rates for university education
(0%), telephone services (3%) and urban publicspant (-0.6%) remained stable, while
long-distance public transport and catering an@@csodation services increased by 1.8 and 0.1
points respectively, reaching 0.4% and 1.6%. Theseeases have a high seasonal component
since this year the Easter holidays were celebiat®thrch.

Inflation in the EMU becomes null in March, followng the slight decline registered in the
previous month

In March, the y-o0-y rate of thélarmonised Monetary Union Consumer Price Index
(HMUCPI) became null, following the 0.2% decreasearded in the previous year. On the other
hand, core inflation also rose two tenths, up to T%e general inflation rate increase was due to
the price evolution of services and food, whicher@ise and two tenths, up to 1.4% and 0.8%
respectively. The acceleration in food prices was tb non-processed food, which went from
recording a rate of 0.6% in February to 1.3% in dharThe higher services inflation partly
reflects a significant seasonal component, sinteyar the Easter holidays were celebrated in
March. On the other hand, the annual rates of memgy industrial goods (BINE) and processed
food fell two tenths, down to 0.5% and 0.4%, resipely, and energy prices intensified the pace
of decline by six tenths, down to -8.7%.

The inflation differential favourable to Spain ros&vo tenths against the Eurozone

The annual rate of th&panish Harmonised CPI (SHCPI) and the harmonised core
inflation remained in March at the same levelstassé recorded in February, -1% and 0.9%,
respectively. As a result, both inflation differiatd against the Eurozone, favourable to Spain
since the fourth quarter of 2013, registered a tevith improvement (-1 percentage point of the
general index and -0.1 points of the core inflati@y sector of origin, energy, BINE and services
showed an inflation differential favourable to @auntry in March, of 6.1, 0.3 and 0.2 percentage
points. The half a point increase of the y-o-y rafeservices prices in the Eurozone, in
comparison to the one tenth increase in Spain,ag®lthat the services differential was
favourable. Finally, the food unfavourable diffeiahfalls two tenths, down to 0.8 points as a
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result of the worsening of its two components défeial, one tenth processed food, down to 0.8
points, and two tenths non-processed food, dovinggoints.
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According to the flash estimate of the Monetary dnHarmonised Index of Consumer
Prices (MUICP) the price drop in April was -0.2% ialh contrasts with the stabilisation of the
previous month, due to the lower inflation in seed (1%, four tenths less than in March). This
also reduced the annual rate of the non-energy H@RIvo tenths, down to 0.8%. The rates of
total food and non-energy industrial goods (BIN&ained at the same levels as those registered
in March, 0.8% and 0.5%, respectively. On the otieard, energy remains the only sector with
negative rates and it registered a y-o-y fall @8, very similar to the one registered in March
(-8.7%). In turn, the Spanish harmonised annu#tioh rate fell by two tenths in April, down to
-1.2%, keeping the inflation differential favouralio Spain against the Eurozone at the same
level as that of March, -1 p.p.

The y-o0-y fall of producer prices moderated

From the producer prices point of view, timelustry Price Index (IPRI) fell in March by

5.4% y-0-y, and this is a moderation of three tenth its decline rate in comparison to the
previous month. Based on the economic destinatiggoods, the lower fall in the general index
was due to the evolution of energy prices (-17.8xsuws the -19.5% of the previous month). In
turn, the reduction in the energy IPRI fall was miyaidue to the refined petroleum item, whose
y-0-y rate decreased from 35.7% in February to@GrbMarch. On the other hand, the y-o-y rate
of the energy and gas supply item increased tlerg@g, up to -13.7% and the m-o-m rate stood at
-0.4% in March against the -0.8 % registered a gedier.

The y-o-y rates of intermediate goods, consumedga@mnd equipment goods prices fell
five, two and one tenth in March, respectively, dow -2.7%, 0% and 0.7 %. Considering the
durability of goods, durable consumer goods irdlatremained at the same level as the one
registered in February (1%), while non-durable gomdlation fell by two tenths, down to -0.1%.
As a result of the evolution of the general indexnponents, the y-o-y rate of timen-energy
IPRI registered a decline of three tenths in compangtm February, reaching -0.9%.
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Labour market
574,800 net jobs were created in the last twelvaths,...

The activity dynamism in the months of the yeafasowas reflected both in employment
and unemployment figures. According to the LabaoncE Survey (LFS) published by the INE, in
the first quarter of 2016 574,800 npibs were created in comparison to a year earlier,
representing a y-o-y rate of 3.3%, three tenthkdnghan the one for the previous quarter and the
highest since the third quarter of 2007.

From the employment view point, the first quarteeach year is usually characterised as
being negative due to seasonal factors. Thus, eathsonally adjusted data, the number of
employed increased by 0.9% g-o-q in the first qeraof 2016, two tenths more than in the fourth
qguarter of 2015. Following this behaviour of the pdoyment, the employment ratef the
population over 16 years old stood at 46.8%, libtp@bove that of the first quarter of 2015.

...this increase focusing on the private sector asetvices

By main activity branches, the employment growth was widespread in y-o-gntgrexcept
in construction, where it fell by 29,000 people.%). Among the remaining branches,
employment increased by 503,500 people in sen{®&8%6), by 60,000 in agriculture (8.4%) and
by 40,300 in industry (1.7%).

Employment evolution in the first quarter of thisay was the result of an annual increase
of 513,300 employed people in the private sectar @n61,500 in the public sector, with y-o0-y
rates standing at 3.5% and 2.1%, respectively. Thidies an acceleration of four tenths in
private employment and a slowdown of the same nbagd@iin public sector employment
(growing by 2.1%, after the 2.5% registered inghevious quarter).

Employment created is mainly of waged employees

Considering theprofessional status of workers, and in comparison to a year earlier,
employment created in the first quarter of 2016 wasstly integrated by contracted employees,
with 541,200 people more, representing a y-o-y wit&.8%, three tenths higher than in the
previous quarter. The group of self-employed showadincrease of 33,600, 1.1% y-0-y, in
comparison to the 0.6% of the previous quarter.

By type of contract, in the first quarter of 2016 the increase of wageployment was
197,700 (1.8% y-0-y) workers on a permanent cohtaad 343,600 workers with a temporary
one (10.1%). As a result of this evolution of enyph@nt, thetemporary rate stood at 25%.

The patrtiality rate stood at 15.7%

Regardingworking hours, full-time employment rose in the first quarter 4% y-o-y and
part-time employment decreased slightly, by 0.2%esE rates imply an acceleration of six tenths
in the first group and a moderation of one pointhi@ second group. Following these results, the
weight of part-time workers on the total decreasgdix tenths compared to the first quarter of
2015, standing the partiality rate at 15.7%.
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The number of unemployed dropped by 653,200 petaseyear

According to LFS figures, the number afiemployed stood at 4,791,400 people in the
first quarter of 2016, 653,200 less than one yealieg, representing a y-o-y rate of -12%, four
tenths higher than the last quarter of 2015. Withssenally adjusted data, the g-o-g variation in
the number of unemployed stood at -2.7%, versu8 % fall registered in the previous quarter,
linking twelve consecutive quarters of declineswgiéasonally adjusted data.

By gender, the unemployment rate amongst womends&a22.8%, more than three
points higher than the rate registered by men (49.By age groups, the unemployment rate
among young people under 25 stood at 46.5%.

By main activity branches, unemployment fell in timain sectors last year: 19,800 in
services, 21,900 in agriculture, 22,700 in indusingd 14,900 in construction. Unemployment fell
by 107,200 people in the group without previous leyrmpent and decreased by almost half a
million (466,600) among people who lost their jalver a year ago.

Labour force fell by 78,400 people in the first quarter of tlyisar in comparison to the
same period of 2015, -0.3% y-o0-y, and timemployment rate stood at 21% of the labour force,
which implies a decrease of 2.8 points comparedytear earlier

Social Security covered workers increased at ay+4@ate of 2.7% in April

The Social Security covered workers and registeregmployment figures in the second
quarter of the year point to an extension of theodmable performance of the labour market.
Thus, the number of Social Security (f8Yered workers increased by 158,038 people in April
versus March, the average number reaching 17,463\88h seasonally adjusted data, a m-o-m
increase of 55,307 covered workers took place%0tBe same as the figure registered in March).
In y-0-y terms, the number of covered workers iasesl by 455,540 people in April, implying a
moderation of the growth rate of one tenth, to 2.7%

Considering the professional status of covered wrstkthe y-o-y increase in April
included both contracted employees and self-emgloyke first group registered an advance of
420,900 (3%), and the second group of 34,700 pgaglés), both rates being two tenths lower in
comparison to the previous month.
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By main activity branches, the increase of covexedkers in April compared to a year
earlier happened on all of them, mainly on servizeth 371,961 people more, industry with
58,300, construction with 22,161 and agriculturéhvd,117. In y-o0-y terms, the growth rate of
covered workers moderated in in agriculture andises and rose in construction and industry.

New contracts registered in April grew by 7% y-o0-y-

The number ohew contracts registered in April rose by 1,541,729, represenéry-o-y
increase of 7%, compared to the 4.7% registerethén previous month. With seasonally
adjusted data, the number of new contracts ros81p00 compared to the previous month
(2%). 9.5% of all new contracts were permanentergntage five tenths lower than the one
recorded in the previous month and nine tenthsemigh the figure recorded in April 2015. On
the other hand, part-time contracts accounted 8% of the total, a ratio identical to that of
March and seven tenths higher than in the samemadr015.

Registered unemployment decreased at a y-0-y raie4% in April...

The registered unemployment in the Spanish Public Employment Service at the @n
April decreased by 83,599 people, reaching 4,0111,1Y the same month of 2015, it fell by
118,900 people. Adjusted for seasonal effects,rédaiction amounts to 8,329 unemployed,
which implies a m-o-m variation rate of -0.2%, weysthe sharper decline (-1.1%) of the
previous month. In y-o0-y terms, registered unemmiegt fell by 7.4% in April, a drop six tenths
lower than in March, which resulted in 321,845 feweemployed, compared to a year earlier.
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...the fall affecting the main activity branches

The number of unemployed in April fell in all theam activity branches, although at a
slower pace than in the previous month, mainlyarvises, with 158,564 fewer unemployed
(-5.6% y-0-y). In the construction sector, it eyt 71,964 people (-14.5%), by 51,508 (-12%) in
industry and by 9,287 (-4.4%) in agriculture.

The agreed wage rise in collective bargaining agresnts reaches 1.11% in April

According to the Collective Bargaining Agreemerdatistics published by the Ministry of
Employment and Social Security, the average agneege rise with the information available up
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to the end of April reached 1.11%. This figure veddained on the basis of 1,385 agreements
affecting 468,400 companies and 4,405,980 workérs.provisional percentage of these salaried
employees covered by the global collective bargagiif last year stood at 59% and the wage rate
was three tenths higher than the one temporariigezbin 2015 (0.81%).

It should be noted that the significant increaséhs number of affected workers by the
collective bargaining in comparison to April lagtay is mainly due, according to the Ministry of
Employment and Social Security, to "the changesemadhe Collective Bargaining Agreements
Registry making mandatory the incorporation of aineviews, when these are known and
contained in the text at the time of registerindtiryear agreements." However, it is important to
note the provisional nature of the information &lale to date, as that of 2014.

Of all the agreements signed until April, 1,218respond to wage revisions of multi-
year agreements with economic effects in 2016,caifg 4,124,529 workers and the agreed
wage increase is 1.11%. The newly signed agreentemtag 2016 stand at 167 and affect
281,451 workers (6.4% of the total), with a wage of 1.12%. Let’s not forget that, according
to the "lll Agreement for Employment and CollectiBargaining 2015, 2016 and 2017",
negotiable wages for 2016 should adhere to a fi4eb@0.

The rate agreed in firm-level agreements (0.72%8 leaver than that signed in Other
Levels (1.13%). In turn, among the non-agricultwetivity branches, services leads the agreed
wage rise with 1.14%, followed by industry (1.1186)d construction (0.67%). On the other hand,
the agricultural sector maintained the wage in@ed$.89%.

External sector
The Spanish economy generated net borrowing to st of the world

According to the Balance of Payments data, in Falyr2016, the Spanish economy
generatechet borrowing from the rest of the world for the second conseeutnonth (€ 761
million), below the one recorded a year earlie (€llion).

The current account balance recorded a € 1.5 mitleficit in February, in contrast with
the € 2.0 billion deficit registered in the samemntioof 2015, given that a 5.4% y-0-y increase in
the surplus of goods and services coincided witii.2% decrease of the deficit of primary and
secondary income. Meanwhile, the surplus in thetalapccount amounted to € 694 million,
versus the € 15 million registered in February yestr.

The trade balance deficit fell by 13.6% in February

According to Customs data, thieade balance recorded a deficit of € 1.8 billion in
February 2016, versus the deficit of € 2.0 billi@gistered a year earlier. The correction of the
external imbalance (of 13.6%) was due to the enegyponent, which registered a deficit
decrease of 41%, while the non-energy balance fn@mt positive to negative.

In cumulative terms for the last twelve months, titzele balance recorded a deficit of €
23.7 billion up to February 2016, compared with §:@4.7 billion deficit accumulated in the
twelve months up to February 2015. The 4% improvente the external balance is due to the
energy balance, which recorded a cumulative dedic& 26.0 billion, € 11.2 billion less than that
registered a year earlier. The energy balance thare offset the fall of the non-energy balance,
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which registered a surplus of € 2.3 billion, lovisr € 10.3 billion than the one recorded in the
previous year.

G 14. TRADE BALANCE G 15. FOREIGN TRADE, VOLUME
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Trade flows accelerated

According to Customs figures, goods exports in@daa February by 2.7% y-o-y, and
their prices, approximated by unit value indiced| by 2.1% (-1% in January), resulting in a
4.9% increase in real terms, after the 3.2% regdten January. The analysis by product groups
in real terms and in y-o0-y rates, shows an acdaberan exports of consumer goods, food (1.4
percentage points, up to 6.3%) and especially éxpmirnon-food consumer goods (2.8 p.p. to
10%), the return to positive rates of non-energierinediate goods (3.8% versus -0.2% in
January), the slowdown in capital goods (9.9 mlpwn to 4%) and the highest rate of decline in
exports of energy intermediate goods (falling freBh8% in January, down to -34.2% in
February).

By geographical areas, exports in volume to theopean Union increased by 5.1% in
February, eight tenths less than in January, apdréexto the rest of the world changed sign, from
the 2.6% decline registered in January, to a 4t¥ease in February.

Goods imports increased by 1.2% y-o0-y in nominamtein February, after the 0.8%
registered in January, and their prices fell by28.32.2% in January). This evolution reflects a
price fall in energy intermediate goods of 29% andncrease of 0.7% in the other products. As a
result, imports in real terms, experienced a yineyease of 4.6%, following the 3% registered in
the previous month. The analysis by products il teems and in y-o-y rates reflects an
acceleration in purchases of consumer goods, Bd&dp.p., up to 13.9%) and non-food (4.2 p.p.,
to 11.8%), and of non-energy intermediate goods |¢ércentage points, to 6.1%yhile imports
of capital goods change sign (from 3.6% in January4.2% in February) and energy
intermediate goods accentuate the decline fronvitthigal stabilisation registered in January
(-0.1%) down to -12.8% in February.

By geographical areas and in real terms, impoos fthe European Union grew by 3%
y-0-y in February, almost one point higher compamedanuary, and those from the rest of the
world went from recording an increase of 4.3% inuay to 7% in February.
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The “momentum” of exports and imports register negeae rates

The "momentum” (change during the last three moirthsomparison to the previous
three months) of exports in real terms registereggative rate in February (-0.9%),coinciding
with that of imports, in both cases due to the tiegacontribution of the OECD countries and
by products, to the negative contribution of energgrmediate goods and capital goods.

The financial account generated net capital outflevin February

According to the Balance of Payments, in Februa@l62 the financial account,
excluding the Bank of Spain assets, recorded n@tat@utflows of € 7.6 billion, versus the net
outflows of € 717 million recorded a year earli€his result is explained by the net outflows
registered in portfolio investment (€ 21.4 billiorgs a result of the divestments of the
non-residents in Spain and, to a lesser extenthefinvestments abroad by residents, and in
direct investment (€ 2.6 billion), which offset tinet inflows from other investment (€ 15.9
billion) and financial derivatives (€ 493 million).

The assets net variation recorded net capital awsfl(investments) of € 4.5 billion in
February, below the net outflows of € 14.0 billi@yistered in the same month of 2015. On the
other hand, the liabilities net variation generatetl outflows (disinvestments) of € 3.1 billion,
versus the net inflows of € 13.3 billion recordegkar 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 tast of the world increased by € 13
billion in February, an amount that includes anréase of € 14.1 billion in the net position
vis-a-vis the Eurosystem, a decrease of € 48 miliioreserves and an improvement of € 1.1
billion in the remaining net assets.

Public sector

On 26" April 2016, the Ministry of Finance and Public Administratsopublished the data
of non-financial transactions of the Central Goweent the Regional Governments and the
Social Security Funds, with consolidated data anterms of National Accounts, for February
2016. It also published the State monthly budgedcetion data, both in terms of National
Accounts and Cash, for March.

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

The General Government consolidated deficit, exahgl Local Governments, stands at 1.13%
of GDP up to February 2016

On a consolidated basis, the Central Governmeet,Régional Governments and the
Social Security Funds recorded up to February 208éficit of € 12.7 billion (1.13% of GDP),
28% higher in comparison to the same period of 20192%. of GDP). This deficit increase is
explained by a y-0-y decrease of non-financialueses (-2.7%) and by an increase of non-financial
uses (2%).

The decrease in revenues is largely explained byfdls in taxes on production and
imports (-5.1%) and current taxes on income andltive@16.1%, largely affected by the
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extraordinary revenues of the Central Governmeninfgpection reports in 2015), partially offset

by the increase in social contributions (2.6%). &dmg non-financial uses, these mainly
increased due to the rise in social contributiaieiothan transfers in kind (1.4%), compensation
of employees (0.8%), intermediate consumption (88@) gross fixed capital formation (6.9).

The Central Government ended the first two montiopgeof 2016 with a deficit of € 12.9
billion (1.14% of GDP), almost 15%igher than the figure registered in the same pesic2015
(€ 11.2 billion,equivalent t01.04% of GDP). This deficit increase is explaingdabfall of
non-financial resources (-9.6%) higher than the mo®rded by non-financial uses (-2.1%e
expenditure of the Central Government eligible te included in the calculation of the
expenditure rule increased by 5.4% y-0-y, with amoant of € 17.5 billion in comparison to the €
16.6 billion registered in the first two month petiof 2015.

The Regional Governments accumulated a deficit bf3ébillion (equivalent to 0.11% of
GDP) up to February this year, 40.18%gher than in the same period of 2015 (€ 910 amilli
equivalent t00.08% of GDP). This higher deficit is explained &y increase of non-financial
resources (0.6% y-0-y) lower than the one regidtbsenon-financial uses (2.1%). This evolution
is due to the fact that in 2015 the Regional Govemis received advances on account from the
financing system amounting to € 895 million, whiteFebruary 2016 the advances amounted to €
381 million. If this effect is removed in both pauls, the accumulated deficit in February this year
amounted to € 1.7 billion, 8.3% lower than in tlaeng period of 2015. The expenditure of the
Regional Governments eligible to be included in tlaéculation of the expenditure rule in the
analysed period increased by 2.5% y-0-y, with anwamof € 21.2 billion.

As for Social Security Funds, these endbd first two month period of 2016 with a
surplus of € 1.5 billion (0.13% of GDP), 33.86tver than the figure registered in the same period
of 2015 (€ 2.2 billion). This balance reductioneigplained by a fall of non-financial resources
(-2.1%), due in turn to the decline of transfexsereed (-18.3%) and to an increase in non-financial
uses (0.9%). This evolution is mainly due to theuteof the State Public Employment Service,
which went from recording a surplus of € 655 millim the first two months of 2015 to a surplus
of € 180 million in the same period of 2016, maidiye to lower State transfers.

The State’s deficit stands at 0.78% of GDP in Marnchterms of National Accounts

Up to March 2016, the budget execution of the Statded with a deficit, in terms of
National Accounts, of € 8.8 billion (0.78% of GDRJ.2% lower than the deficit accumulated in
the same period of 2015. This lower deficit was ttua y-0-y decrease in non-financial resources
(-0.2%) lower than the one registered by non-fimanges (-3.8%).

In terms of Cash, the State recorded a deficit b & billion up to March 2016, higher by
35.3% to the figure recorded in the same perio@0df5 (€ 8.2 billion). Non-financial revenues
decreased by 21.6% y-o0-y, reaching € 27.3 billwhile non-financial payments decreased by
10.8%, down to € 38.4 billion.

Tax revenues decrease by 0.3% y-0-y in the firsairger of the year, in homogeneous terms

Total tax revenues (including the Regional and L&@avernments’ share) recorded a y-o-
y increase of 0.3% up to March. In homogeneous detimt is, adjusted by the different tax
rebates rate in both years, the IVMDH refunds (theeént) and the deferrals of public entities,
tax revenues fell by 0.3%. Without including thegimal and Local Governments, and in
non-homogeneous terms, they decreased by 2.7%.
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Within total taxes, revenues from personal incoae including the Regional and Local
Governments’ share, decreased by 5.6% up to Mameimly due to the reform impact in labour
and capitalwithholdings (-5.2% and -6.7%, respectivelwhich, according to the information
provided by the Central Tax Agency, has reducedqgel income tax revenues by € 1.5 billion.
In homogeneous termthe reduction stands at 2.8%.

Revenues from corporate tax recorded a negativedfigf € 4.0 billion up to March, due
to the rebates made, although these were lower3% ghan in the same period of 2015.

VAT revenues, including the Regional and Local Gaweents’ share, increased by 3.6%
y-0-y up to Marchln homogeneous terms, adjustedtbg different tax rebates rate, the increase
stands at 2.5%.

Excise duties collection, including tiiegional and Local Governments’ share, was 6.4%
higher compared to the figure registered in th& fyuarter of 2015, mainly due to the increase in
the Duty on Hydrocarbons (13.5%, which in homogeisgerms and once the health cent refunds
are corrected stands at 4.4%), and to a lower gxtethe increase iBxcise onTobacco Products
(0.8%).

Non-financial payments decrease by 10.8% up to Marc

With regard to expenses, total non-financial payiselecreased by 10.8% y-o-y in the
first quarter of this year, due to the fall of $teatpenses (-8.3%), current transfers (-10.7%), rea
investments (-34.2%), capital transfers (-34.8%J &nancial expenses (-2.2%). On the other
hand, current expenses on goods and services sectéy 8%.

The borrowing requirement of the State rises in thest quarter of 2016

The borrowing requirement of the State recordetthénfirst quarter of 2016 amounted to
€ 26.8 billion, compared to the € 16.2 billion reded in the same period of 2015 (64.7% higher).
This increase is due to the cash deficit incre€s&1(1 billion, compared to the € 8.2 billion
recorded a year earlier) and to the higher netasz of financial assets (€ 15.6 billion, compared
to the € 8.0 billion recorded in the same perio®©@15). This is mainly due to the rise in the
positions in the Bank of Spain current account. Bbeowing requirement was mainly financed
through mid and long term domestic debt (€ 19.4dm) and 12 month or less Treasury Bills
(€ 1.7 billion). On the other hand, the State’s tdedzcording to the methodology of the
Excessive Deficit Procedure (EDP), stood at € 98dI®n at the end of March, compared to €
883.4 billion registered a year earlier.

The Social Security records surplus up to March

On the other hand, up to March 2016, the Sociau@gcSystem (Managing Entities,
General Treasury and Mutual Insurers) recordedrplusiof € 3.4 billion in terms of Cash,
slightly above the figure recorded in the sameqokof 2015 (€ 3.3 billion). Revenues increased
by 2.7% mainly due to the momentum of social cbutions, which rose by 1.9%, and to the
current transfers, which increased by 10% due ¢oState’s higher current transfers (10.5%).
Payments increased by 2.7%, mainly boosted by teampdisability, pensions and other
benefits. Finally, regarding Social Security’s mgeraent expenses, staff expenses fell by 4%
and current expenses on goods and services deti®as8e9%.
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The General Government EDP debt accelerates sliginl February

The Bank of Spain published the General Governnieeiit data for February 2016,
according to the EDP methodology. According to Baamk of Spain, the General Government
EDP Debt accelerated half a point in February cosgpdo January, to 3.4% year on year,
reaching € 1,081.3 billion.

By subsectors, the State EDP Debt stood at € 93d8i@n, recording a 5.5% increase
compared to the figure registered in the same geafd2015. On the other hand, the Regional
Government EDP Debt reached € 263 billion, 10.3%héi than that recorded a year earlier.
Regarding the Social Security Administrations, Ei2P Debt reached € 17.2 billion, a figure
almost identical to the one registered in Febr2&d5s. Finally, Local Corporations registered in
February an EDP Debt of € 35.4 billion, 8.5% lowempared to that of a year earlier.
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