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RECENT EVOLUTION OF THE ECONOMIC INDICATORS

Financial markets

Since the beginning of this year, financial markétve been conditioned by the
expectations about the meetings of the main ceb@aks, which finally have not introduced
changes to their monetary policies. Financial m@rkeave been also conditioned by the
uncertainty regarding the economic policy measofdale US President, Donald Trump, and the
United Kingdom leaving the European Union. As ailte€uropean public debt yields increased,
the stock indices registered mixed results ancethe appreciated against the dollar.

The ECB maintains the interest rates and confirnfgetextension of the monetary stimuli up to
December 2017

The Governing Council of the European Central BEERBY), on its meeting held on %19
January, decided to maintain the interest rateshenmain financing operations, the marginal
lending facility and the deposit facility unchang#d.00%, 0.25% and -0.40%, respectively. The
Governing Council also announced that it expects dfficial interest rates to remain at the
current levels, or lower, over an extended peridh regard to the non-conventional monetary
policy measures, the Governing Council has confititat it will keep the purchases of its asset
purchase programme at their current level of 8lohileuros per month until the end of March
2017 and that, from April 2017, net purchases golhtinue at a monthly pace of 60 billion euros
until the end of December 2017, or until a latetedd necessary. If the outlook was less
favourable, or if financial conditions become insstent with further progress towards a
sustained adjustment of the inflation path, the &owmg Council intends to increase the
programme in terms of size and/or duration.

The Fed maintains the interest rates

The Federal Open Market Committee (FOMC) of thedfaldReserve (Fed), in its two
day meeting held on $Wanuary and®1February, decided to maintain the target rangetter
federal funds rate at 0.50% to 0.75%. Accordinght statement that followed the meeting, job
gains remained solid and the unemployment rateedtagar its recent low. In order to determine
the timing and size of the forthcoming adjustmesftshe interest rate target range, the FOMC
will assess the progresses in achieving the emmoaymand inflation objectives, taking into
account a wide range of information, including meas of labour market conditions, indicators
of labour market, inflation pressures and infla@xpectations, and the international context.

The BoJ maintains the interest rates and the mongtatimulus plans

On the other hand, in the meeting held off 8ad 3% January, the Bank of Japan (BoJ)
decided to keep the negative interest rate of -Gd%urrent accounts that financial institutions
hold at the Bank. Similarly, the BoJ decided tofkés asset purchase programme unchanged,
expanding the monetary base at an annual rate ppbemately 80 trillion yen, as well as the
exchange-traded funds programme (ETFs), which e rtlteeting held in July last year was
increased to an annual increase rate in its outstgrbalance of 6 trillion yen, in comparison to
the previous 3.3 trillion.
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The BoE maintains the interest rates and the agsetchase programme

The Monetary Policy Committee of the Bank of EnglgBoE), in the meeting held ofi' 1
February, decided to keep the Official Bank Rat€.26% (in force since'®August last year)
and to continue with the public debt and corpodatiet purchase programmes, which stand at 435
billion and 10 billion pounds, respectively.

G1. MONETARY AND FINANCIAL INDICATORS (1)
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The 12 month Euribor remains close to zero

In the interbank market of the Eurozone, interas¢s extended the slightly downward
path in January and early February. More specijictie 12 month Euribor stood at -0.101% on
6™ February, compared to the -0.082% recorded aetideof December 2016. This evolution is
due to the slight fall of the risk premiums reqdiie this market (the Euribor-OIS differential
stood at 24 b.p. in early February, 2 b.p. belosvfipure registered on 8Mecember), while the
expectations of an increase of the interest ratesammed stable (the Overnight Index Swap,
indicative of the rate expectations, stood at %34 the 12-month Euribor, the same figure as
the one recorded at the end of December).

European public debt yields rebound earlier thisaye

In the secondary public debt market, the higheeetqiions of an increase in the interest
rates in the US, together with the increase inatidh in the Eurozone, edged upwards the
European yields. As a result, the 10-year Spangsidlyield rose 41 b.p. compared to the one
recorded on 30 December last year, to 1.81% off Bebruary. On the other hand, the German
bond yield rose 16 b.p. in the same period, up.3@%, the Spain-Germany differential standing
at 144 b.p., 25 b.p. above the level recorded ia @Becember. Meanwhile, the Spain-Italy
differential stood at -56 b.p., compared to -42 kepgorded on 30December.
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T 1. Public debt yields and differentials
(in % and basis points)

Yields (%) Differentials with Germany (basis points
c . Variation in Variation in
ountries | pec 30.14 Jan-31-17 Feb-06-17  spreads Dec-30-16lan-31-17 Feb-06-17  spreads
Period | Annual Period| Annual
1) (2) 3) (-2 131 @ (5) (6) [(6)-(5)] (6)-(4)
Germany 0.21 0.44 0.37 -7 16
Holland 0.35 0.58 0.56 -2 21 14 14 19 5 5
Finland 0.35 0.62 0.59 -3 24 14 18 22 4 8
Austria 0.42 0.69 0.66 -3 24 21 25 29 4 8
Belgium 0.55 1.00 1.01 1 46 34 56 64 8 30
France 0.68 1.05 1.12 7 44 47 61 75 14 28
Ireland 0.77 1.18 1.22 4 45 56 74 85 11 29
Spain 1.40 1.64 1.81 17 41 119 120 144 24 25
Italy 1.82 2.27 2.37 10 55 161 183 200 17 39
Portugal 3.78 4.19 4.23 4 45 357 375 386 11 29
Greece 7.11 7.82 7.71 -11 60| 690 738 734 -4 44

Source: Financial Times.

European stock indices register mixed results

In the stock markets, the main European indicesstergd mixed results in the period
between late December 2016 and early Februarydais in a context of volatility resulting from
the uncertainty associated with the United Kingdeaving the European Union and the future
economic policy decisions in the United States.sThibe Eurostoxx 50 index fell by 1.6% during
the period between 30December 2016 and™6February this year. In Spain, the IBEX 35
recorded in that same period a slight increasé/4.In the US market, the S&P 500 index rose
by 2.4%, in a context of expectations about thedfadually increasing interest rates.

T 2. International stock exchange

Level % Variation
Countries Index Feb-06-17 Jan-31-17 Dec-30-16
Germany DAX 11,509.84 -0.2 0.3
France CAC 40 4,778.08 0.6 -1.7
Italy FTSE MIB 18,693.65 0.6 -2.8
Spain IBEX 35 9,357.30 0.5 0.1
Eurozone EUROSTOXX 50 3,238.31 0.2 -1.6
United Kingdom FTSE 100 7.172.15 1.0 0.4
United States S&P 500 2,292.56 0.6 2.4
Japan NIKKEI 225 18,976.71 -0.3 -0.7
China SHANGHAI COMP 3,156.98 -0.1 1.7
Mexico IPC 47,225.10 0.5 35
Brazil BOVESPA 63,992.93 -1.0 6.3
Argentina MERVAL 19,248.66 1.0 13.8

Source: Bolsa de Madrid, Infobolsa, Stoxx and FangrnTimes.
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The euro appreciates against the dollar

With respect to the currency market, the euro apgted in January and early February
2017 against the dollar, affected by the increasaflation in the Eurozone and the uncertainty
regarding the future economic policy decisionshim tJnited States, despite the expectations of an
interest rate increase by the Fed. As a resultethie ended the period between late December
2016 and early February this year with an appreciabf 1.6% against the dollar and of 0.4%
against the pound, and with a depreciation of 2a&f4inst the yen, trading at the end of the 6
February session at 1.0712 dollars, 0.8595 poumdid20.28 yen. Likewise, the euro depreciated
by 0.3% in comparison to late December in nomiffakcéve terms.

The M3 broad monetary aggregate accelerates in Deloer 2016

The ECB published the evolution of the monetary emedlit aggregates in the Eurozone in
December 2016. The M3 broad aggregate rose by 8%,ywo tenths more than in November,
due to the significant acceleration of marketalstruments (8.3%, compared to the 2.8%
registered in the previous month), and, to a leegtnt, of overnight deposits (9.7%, compared
to the 9.4% registered in the previous month),iglartoffset by the larger decline in other short-
term deposits (-2.4%, compared to the -1.7% recbrideNovember) and the slowdown of
currency in circulation (three tenths, down to 3.p%y).

T 3. Eurozone monetary aggr egates

December 2016 % Yea-on-vear variatio

Balance October November December
Monetary aggregates (Billion €) 2016 2016 2016
1. Currency in circulation 1,073 4.0 3.8 3.5
2. Overnight deposits 6,116 8.8 9.4 9.7
M1(=1+2) 7,189 8.1 8.5 8.8
3. Other short-term deposits (= 3.1. + 3.2.) 3,498 -15 -1.7 2.4
3.1. Term deposits up to two years 1,321 -4.7 -5.2 -7.3
3.2. Deposits redeemable at notice up to three magnth 2,177 0.6 0.6 0.8
M2 (=M1+3) 10,687 4.7 4.9 4.8
4. Marketable instruments (= 4.1.+ 4.2.+4.3.) 685 1.8 2.8 8.3
4.1. Repurchase agreements 70 -27.2 -15.7 -5.9
4.2. Money market funds shares/units 519 6.3 4.7 8.3
4.3. Securities other than shares up to two years 95 13.7 11.2 22.4
M3 (=M2+4) 11,372 45 4.8 5.0

Source: European Central Bank.

Financing to the private sector in the Eurozone artsifies the growth rate slightly

On the other hand, the main counterpart to M3 fithencing to the private sector in the
Eurozone, grew by 2.5% y-0-y in December last yeae tenth more than in November, due to
the higher growth of loans (2.2%, compared to tiéwregistered in the previous month) and the
rise of shares and other equity (0.8%) following tleduction of the same magnitude (-0.8%)
registered in the previous month. Within loans sthoeceived by households increased by 2.2%,
one tenth more in comparison to the previous moatid those received by non-financial
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corporations intensified the growth rate by twotlen up to 2%. On the other hand, securities
other than shares moderated the growth rate bydirts, to 6.2%.

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

December 201 % Year-on-year variation

Balance October November  December
(Billion €) 2016 2016 2016
Credit to the private sector 12,848 2.3 2.4 2.5
Loans 10,675 2.0 21 22
Households 5,409 1.9 21 22
House purchases 4,043 2.2 25 27
Consumer credit 616 3.7 3.7 39
Other lending 750 -11 -1.2 -14
Non-financial corporations 4,302 1.7 18 2.0
Insurance companies & pension funds 112 -7.8 -6.7 9.1
Other financial inter mediaries 851 5.6 42 51
Securities other than shares 1,385 54 7.3 6.2
Sharesand other equities 788 0.5 -0.8 0.8

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

The financing stock to the private sector in Spaimmoderates the y-o-y fall rate

According to the financing to the non-financial tees in Spain data, published by the
Bank of Spain on®*iFebruary, the financing stock to the private niovicial sector decreased by
0.2% y-0-y in December last year, six tenths lassomparison to November. Financing received
by firms rose by 0.7%, versus the 0.2% declinesteged in the previous month, due to the
acceleration of securities other than shares argigio loans (3.5 and 1.6 points respectively, up
to 4.5% and 2.8%), while bank loans moderateddte af decline by two tenths, to 0.9%. On the
other hand, financing received by households rexbialy-o0-y rate of -1.3%, three tenths above
the figure registered in the previous month, duthélower fall of bank loans for housing and the
acceleration of other bank loans.

New loan and credit operations to households and Edvslow down

On the other hand, according to data publishedé&yBank of Spain on $Uanuary 2017,
the amount of new loan and credit operations tosébalds, in cumulative terms for the last
twelve months, increased by 6.3% y-0-y in Decembei6, 2.6 points less compared to
November This slowdown is due to the lower increase of itsefbr house purchases (5% versus
8.7% in the previous month) and consumption (28i@%omparison to the 30.6% registered in
the previous month), and to the further declineréed by credits for other purposes (1.3 points,
to -12.7%). The amount of new loan and credit ajpmma to SMEs (using as a proxy for these
credits those under one million euros) rose, indative terms for the last twelve months up to
December last year, by 2.7% y-0-y, 0.8 points teas in the previous month. On the other hand,
the amount of new loan and credit operations exngezhe million euros declined by 32.8% y-o-
y, a drop 0.7 points higher than in November.
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T 5. Financing of non-financial sectorsresidentsin Spain

December 2014 % Year-on-year variation

Balance October November December
(Billion €) 2016 2016 2016
Non-financial cor porations and Households 1,629 -0.6 -0.8 -0.2
Non-financial cor porations 916 0.1 -0.2 0.7
Bank loans 531 -14 -1.1 -0.9
Securities” 89 3.9 1.0 45
External loans 296 21 1.2 2.8
Households 713 -16 -16 -1.3
Bank loans. Housing 545 -3.2 -31 -2.9
Bank loans. Other 168 3.6 3.6 4.2
General Gover nment - 39 25 -
Total financing - 11 0.5 -

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

Spanish economy
Domestic Demand and production
The Spanish economy grows by 0.7% g-0-q in the tasdrter of 2016

According to INE’s flash estimate, the GDP, in vaky, with calendar and seasonally
adjusted data, recorded a g-0-q growth of 0.7%hénfourth quarter of 2016, similar to the rate
registered in the third quarter, thus continuing #xpansionary trend that started at the end of
2013. In y-0-y terms, the GDP grew by 3%, two ter#ss than in the previous quarter, closing
2016 as a whole with an average annual growthafa82%, a figure equal to the one registered
in 2015.

The IMF revises upwards the GDP growth forecast f8pain for the period 2016-2018

The International Monetary Fund (IMF), after cortthg the Article IV consultation,
revised upwards by one tenth the real GDP growtictrst for Spain for 2016 and 2017, reaching
3.2% and 2.3%, respectively. For 2018, the upwauision is of two tenths, up to 2.1%. In the
same vein, the European Commission, in its 201 7&kiRorecast, foresees a real GDP growth of
3.2% in 2016, followed by a moderation of the giowace this year and the next, with expected
rates of 2.3% and 2.1%, respectively.

Qualitative indicators register mixed signals

Among the most recent qualitative indicators, tlle@iomic Sentiment Indicator (ISE, by
its Spanish abbreviation) for Spain, published liy European Commission, rose 1.4 points in
January 2017 in comparison to the previous morghtpoul07.4 (average 1990-2016 = 100). The
breakdown by components reflects a sharp risedasiny confidence (2.7 points) and, to a lesser
extent, in consumer confidence (0.2 points), vethasdecline in retail (0.1 points), services (1.2
points) and construction confidence (13.6 poinits)the Eurozone, the ISE rose four tenths in
January in comparison to the previous month, anekithed 108.2. The differential unfavourable
for Spain fell by one point, down to eight tenths.
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On the other hand, the Global Activity CompositelRdf Spain registered a level of 54.7
in January, eight tenths lower compared to therédgacorded in the previous month, pointing to a
slowdown of the global activity, in line with thewer employment momentum. However, the
level of this indicator is three tenths higher tlitha one registered in the Eurozone (54.4), and
Spain continues being among the Eurozone countiteshe highest growth.

On the other hand, the OECD composite leading &tdic designed to anticipate the
turning points in the economic activity with regsutd its trend, fell four hundredths in December
2016 in comparison to November, reaching 100.3dsicy last year with an average level of
100.7, 0.8 points lower in comparison to 2015. Aftee virtual stabilisation registered in
December, the indicator is slightly below that loé tEurozone (100.4) and above its long-term
average (100) and the OECD countries as a whol8)(99

Private consumption indicators extend the dynamism

Amongst the GDP components on the demand side iangarticular, with regard to
private consumption, the signals from availableidatbrs point to the continuation of the
expansionary path in the last quarter of 2016,edritey the favourable evolution of the labour
market, the financing conditions and the net finalngvealth of households, in an ongoing
deleveraging process context.

Retail sales, with work calendar and price adjustath, rose by 2.9% in December last
year, two tenths less compared to the previous imemniding 2016 with an average annual growth
rate of 3.7%, slightly higher than that of 20156¢8). On the other hand, the large retail outlets
component, with calendar adjusted data and at aongrices, grew by 3.3% in December, 2.2
points less than in the previous month. In 201G ashole, retail sales in large retail outlets
experienced an average annual increase of 3.6%n senths lower than in 2015 (4.3%).

G 2. GROSS DOMESTIC PRODUCT, volume G 3. CONSUMPTION INDICATORS
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On the other hand, domestic availability of consug@ods grew by 3.1% y-0-y in the
fourth quarter of 2016, (the latest observed dateesponds to November 2016), 2.2 points more
than in the previous quarter (with data adjusteds@asonal variations and deterministic effects).
This result is mainly explained by the acceleragaperienced in imports (5.5% y-0-y, compared
to the 4.2% registered the previous quarter) aadkbwer pace of increase of exports, which rose
by 4.7% y-0-y, nine tenths less than in the thivarter of 2016.0n the other hand, the growth
pace of domestic production moderated by one témth,7% y-0-y. In 2016 as a whole, domestic
availability of consumer goods grew by 3%, compdeethe 6.9% growth registered in 2015.
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Qualitative indicators for the first months of 20%fow signs of some moderation in
private consumption. Thus, the Consumer Confidéndex (CCI) published by the CIS fell 2.4
points in January in comparison to the previous thmoregistering the level 98.3, below the 100
threshold, pointing to a negative perception ofstoners. This decrease is explained by the
evolution of the current situation component, whieh by 3.3 points, down to 88.9 and, to a
lesser extent, by the expectations component, wdecheased by 1.7 points, to 107.6. Regarding
the latter component, expectations on the housslstdation fell 1.6 points, those referring to
the labour market remained unchanged, and expatsaton the general economic situation
showed the greatest decline (-3.5 points).

Financing conditions remain favourable for househdd

The improvement in financing conditions continuesfavour household consumption.
The average interest rate (narrowly defined effectiate, NDER) applied to new lending
operations for household consumption decreasdtbatrid of last year, from 7.98% in September
2016 down to 7.19% in December.

On the other hand, net financial wealth of housgholcreased by 3.4% y-0-y in the third
quarter of 2016, reaching 110.4% of GDP, due tmarease in financial assets (1.3% y-0-y) and
to a decrease in liabilities (-1.7% compared toséime period of the previous year).

In parallel, the deleveraging process of househaldstinued. Thus, the debt of
households and NPISH reached 65.2% of GDP in tiné glunarter of 2016, compared to the 69%
of GDP registered in the same quarter of 2015.

Equipment investment indicators moderate the expanary trend

The recently published equipment investment indisatshowed a moderation of the
expansionary trend. Thus, according to the Busiffessdency Survey, the Industrial Climate
Indicator of investment goods recorded a negatalarize (-1.4 points) in January this year for
the second consecutive month, due to the evolufotihe order portfolio and the stock level,
partially offset by the improvement in the prodoati expectations component. Regarding
domestic availability of equipment goods, the iatiic fell by 1.4% y-o-y in the fourth quarter of
2016, due to the reduction in the production congpbnpartially offset by the increase in imports
and the decline in exports. Likewise, according figures provided by the DGT, truck
registrations ended the fourth quarter of 2016 \aithaverage y-o-y increase of 6%, two points
lower than the one registered in the previous guart

The performance of sales in large firms of equipnad software was more favourable,
since they experienced a y-0-y increase of 3.1%henfourth quarter of 2016, almost two points
higher than in the third quarter (1.2%). On theeothand, the use of the production capacity of
Spanish industry stood at 78.8% in the first quanfe2017, three tenths lower than the figure
recorded in the previous quarter (79.1%). In theoEone, the capacity increased by two tenths
during this the period, up to 82.5%.

Business confidence increases for the fourth consiéee quarter
The Business Confidence Indicator, published byiNtg increased by 0.3% g-o-q in the

first quarter of 2017, one tenth more than in therth quarter of 2016. By components, the
balance of expectations stood at -3.1 points, coegptp the -1.7 points recorded in the previous
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quarter, and the balance of the current situa@achied a balance of 2.7 points, compared to 0.1
in the previous quarter. This represents an imprre on the expectations previously stated for
that quarter, which reached -1.7 points.

The firms deleveraging process continues

In the third quarter of 2016, the Spanish comparmebt, in the form of loans and debt
securities stood at 102.3% of GDP (107.4% in theesperiod of 2015), the same figures as the
ones registered at the beginning of 2006. As fahason-financial corporations are concerned,
the balance reflects an increase in financial ag&1% y-0-y) higher than that of its liabilities
(0.5%), which results into a decrease in net firdd@bilities compared to the third quarter of
2015 (-2.3%).

Residential construction investment indicators emtethe dynamism

Construction investment indicators continue the adyism, mainly in residential
investment. According to INE statistics, basedlmgroperties entered in the Property Registers,
the number of housing sales experienced a y-o-wtpr@f 10.3% in the last quarter of 2016,
slightly lower than the figure registered in theyous quarter (11.2%). As in previous periods,
the expansionary trend was due to the strong iseredused housing purchases, which grew by
12.8% compared to a year earlier, while purchasesew housing remained virtually stable,
recording a 0.1% fall in the fourth quarter. In ga@me vein, the number of mortgages on housing
rose sharply in November, registering a y-o-y @t82.2%, almost twice as much as in October
(16.8%), and the average amount per mortgaged lgyaseby 1.8% y-0-y, in comparison to the
1.1% decrease registered in the previous months @gnamism has been favoured by an
improvement of the financing conditions, judging thye evolution of the average interest rate
(NDER) applied by credit institutions to new loapeoations for housing granted to households,
which extended the downward trend, down to 1.91%enember.

The industrial activity continues the expansionatyend

On the supply side, and with regards to the ingalssector, the Industrial Production
Index (IPI), with calendar adjusted data, increasgd.9% y-o0-y in December 2016, 1.3 points
less than in November. In the fourth quarter, thlerbse by 1.8% y-0-y, two tenths more than in
the third quarter of the year. Thus, in 2016 ashale; the IPI, with calendar adjusted data, grew
by 1.8% (3.4% in 2015). This result is mainly expéal by the increase in the production of
equipment goods, intermediate goods and consunegtsgevhich grew by 3.4%, 2.2% and 2%,
respectively. On the other hand, the energy commuofeti by 0.9%, versus the 0.7% increase
recorded in the previous year.

Likewise, in the two month period from October tovember 2016, the Turnover Index
in Industry (ICNI) and the Industry New Orders IRd@NOI), adjusted for calendar effects,
registered 3.8% and 6.1% y-0-y rises respectivedynpared to the 0.2% and -0.8% variation
rates recorded in the third quarter of 2016. By ponents, the increase in the INOI of equipment
goods stood out, as it rose by 12.4% y-0-y in oo from October to November.

Qualitative indicators in the sector point in tleeme direction. Thus, the manufacturing
PMI rose three tenths in January, up to 55.6, thkdst level since May 2015, as a result of the
increase in production and orders, especially neders for exports. Likewise, the confidence
indicator in the sector improved by 2.7 points amudary, due to the sharp rise recorded by the
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production expectations component, despite the daerved in the order portfolio and the
increase in stocks.

G 4. INDUSTRY: CONFIDENCE INDICATOR AND PMI G 5. SERVICES: PMI AND TURNOVER INDEX
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The construction sector activity indicators modeeahe dynamism

Among the indicators relating to the constructiativéty, the Production Index in the
Construction Industry (PICI), published by Eurtsexperienced a 4.5% decrease in November,
compared to the previous year, with deflated anlénckr adjusted data, compared to the
increases registered in the previous two monthd4%3in October). By sub-sector, the
performance was uneven: the building sector fel8I2%0 y-o-y, in contrast to civil works, which
accelerated up to 17.4%.

With regards to qualitative indicators, the condtinn confidence indicator lost almost 14
points in January compared to the previous mowetiching -56.7, due to the falls experienced in
both the order portfolio and employment expectaioomponents.

Construction activity leading indicators show ampaxsionary trend. Thus, according to
new construction permits, the building surface @wrconstruction registered a y-o-y growth of
30.8% in November, a figure similar to that registein the previous month (30.5%). This
acceleration was due to the strong momentum ohdmeresidential component, which grew by
67%, an increase well above the 22.7% increasdefrésidential component. Likewise, the
official tenders rose by 32.2% y-0-y in Novembefi@0at current prices, compared to the 13.4%
fall recorded in the previous month. The dynamidrteaders during this month was mainly due
to the strong expansionary trend of the buildinmponent, which rose by 69.8% y-o-y and, to a
lesser extent, to the 16.7% increase experiencedvilyworks. By levels of government, the
highest y-o0-y increase corresponded to the LocahiAistration (166.6%), followed by the
Regional Government (1.4%), while it fell by mohan 46% in the Central Government.

Activity in the services sector evolves favourably

According to the available information, activity the services sector showed a very
favourable behaviour in the last months of lastry@he Services Sector Turnover Index (SSTI),
with work calendar adjusted data, increased by 6yd84y in November 2016, two points more
than in the previous month, which is the highett na the last thirteen months. This acceleration
applied to the trade sector more than to the at@miices sector, with y-o0-y increases of 6.7% and
4.9%, respectively (4% and 4.2% in the previous tmopn
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Among the qualitative indicators, confidence in Hegvices sector, after edging upwards
in the last months of last year, turned slightlywdwards in January, down to 18.8 (20 in
December 2016). On the other hand, the Services freitthed 54.2 during this month, eight
tenths less in comparison to the figure registémetthe previous month, although it continues to
show a remarkable dynamism as a result of the srgi@wth, linking more than three years of
uninterrupted increases.

Tourism sector indicators end 2016 at record highs

Regarding the tourism sector indicators, it musthighlighted that 4 million tourists
visited Spain in December last year, a figure 13l8%her than the one recorded in the same
month of 2015, according to the Survey on Touristv®ments on Border (FRONTUR). Thus,
2016 ended with a total of 75.6 million foreign tists visiting Spain, representing an annual
increase of 10.3%, a rate that almost doublesof2®15 (5.5%).

The total expenditure by foreign tourists who @ditSpain in December rose by 19.3% y-
0-y, registering a total expenditure of € 77.6itall in 2016 as a whole, 9% higher when
compared to the figure recorded in 2015, whichhsstoric high.

Other indicators related to tourism also showedtgredynamism last year. Overnight
stays in hotels grew by 7.1% in 2016, a rate 2idtpdigher versus 2015, and the air passenger
traffic ended last financial year with an averageual increase of 11%, compared to the 6%
registered in 2015.

Prices
The CPI rose nine tenths in December 2016, up t6%.y-0-y

In y-0-y terms, the CPI rose by 1.6% in Decembet&Mine tenths higher than the
previous month and one tenth higher than that estichby INE at the end of December. This
increase in the y-o-y rate was mainly due to thalwion of energy prices. The CPI ended 2016
with an annual average fall of 0.2%.

Energy products prices grew by 5.3% y-0-y

The energy products prices increased by 5.3% yrolyecember compared to the 0.5%
fall registered in the previous month. This behawig explained by the sharp acceleration of 8.3
points in fuels and lubricants prices, which registl a y-o-y variation of 8.5% in December
(0.2% in November) and, to a lesser extent, byetlwution of electricity prices, which increased
their growth rate by 3.1 percentage points, up. 7663

Non-processed food prices experienced an acceleratil.5 points, up to a y-o-y rate of
2.1%, mainly due to the increase in prices of frespetables and legumes, which turned from
falling by 1.1% in November to increase by to 7.irébecember.

Core inflation increased by two tenths, up to 1%

Core inflation, which excludes the most volatileraénts from the general index (non-
processed food and energy) rose two tenths in Deeenup to 1%, due to the acceleration of
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services prices, while processed food prices ${iglecreased their y-o-y growth rate, and non-
energy industrial goods kept it unchanged.

Services prices accelerated four tenths in Decemipeto 1.6% y-o0-y, as a result of a
4.3% rise in package holidays prices, after th&s¥all registered in November.

Processed food, beverages and tobacco prices shioved one tenth, down to 0.2% y-o-
y. In food as a whole, prices grew with greateemsity than in the previous month, four tenths
more, reaching 0.8%.

On the other hand, non-energy industrial goodseprimaintained their growth rate

unchanged, at 0.6%, for the third consecutive mdhik worth noting the three tenths slowdown
in car prices, which changed from a 3.9% growtNavember down to 3.6% in December.
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According to the flash estimate, the CPI grew by $96-y in January

According to the flash estimate published by th& Ikhe y-o0-y rate of the national CPI
stood at 3% in January 2017, 1.4 points more inpaymon to December. This increase is mainly
explained by the rise in electricity and fuel paceompared to their reduction in 2016. In m-0-m
terms, the CPI registered a 0.5% fall in Januagysws the 1.9% drop in the same month last year.

Electricity prices, according to the informationbtished by Red Eléctrica de Espafa,
experienced a strong m-o-m increase in Januarypaced the drop of more than 10% in the same
month of 2016, thus combining an intense reboundanuary of this year with a base effect
associated with the sharp drop registered in threesaonth of the previous year. According to the
data provided by the Ministry of Energy, TourismdaBigital Agenda, the fuels and gas
component had a similar evolution, although wigslanpact on the CPI.

In turn, the m-o-m increase in electricity pricaslanuary of this year is partly due to the
reduced proportion of wind power and hydro poweelectricity production in that month, in
favour of coal and natural gas (combined cycle)camparison with the high proportion of
January 2016, coupled with the sharp increase enptites of these two raw materials in the
international markets (45% and 87.8% y-0-y, respelgt, in January 2017).
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The rate of the Spanish Harmonised CPI flash estinmecreased 1.6 points in January
compared to the previous month, up to 3%. On tlmeroband, the Eurozone's inflation flash
estimate rose by seven tenths in that month, up8®%, resulting in an unfavourable inflation
differential of 1.2 points of Spain with the Eurozo

The PPI accelerates by more than two points in Deter, mainly due to energy

The Producer Price Index (PPI) rose by 1.5% in Ddms last year, compared to the
previous month, versus the 0.7% decrease registerdg® same month of 2015. In y-0-y terms,
the PPI variation stood at 2.8%, over two poingghbr than the one recorded in November. This
sharp acceleration of the general PPI is mainlyagxed by the evolution of energy prices and, to
a lesser extent, of those of intermediate goodsnamddurable consumer goods. The PPl ended
2016 with an average annual fall of 3.1%.

Energy production prices accelerated eight pomf3acember, up to 8.2% y-o-y, which is
the highest rate since October 2012. The evolufdhe petroleum refining price stands out, with
a rise of 26.3% y-0-y (the highest rate since Ndven2011), after the 0.3% decline registered in
November. The electricity, gas, steam and air-d@mrdng supply component increased by 1.6%
y-0-y, the first positive rate in twenty months|iéwing the slight decrease (-0.2%) recorded in
the previous month.
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Non-energy goods production prices increased theiy growth rate by three tenths in
December, up to 1%, the highest rate since Jun8.2Mis acceleration is largely due to the
behaviour of intermediate goods prices, which gbgviL.2%, six tenths more than in the previous
month. In turn, this evolution was influenced bytatleirgy prices, which increased by 13.2%
(9.8% in November).

Consumer goods also contributed to the accelerafidhe non-energy PPI in December,
registering a y-o-y rate of 1.1%, three tenths éigthan in November. By components, this
evolution is explained by non-durable consumer gqarices, which accelerated three tenths, up
to 1.1% and, in particular, by olive oil productipnices, which went from falling by 0.7% in
November to increasing by 6.4% in December. Orother hand, durable consumer goods prices
maintained their growth rate at 1.1%. Consumeregriof food, beverages and tobacco, as a
whole, increased by 1.4% (0.9% in November). Eqeipirgoods prices maintained the growth
rate at 0.6% y-0-y.
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Labour market

The labour market has shown a favourable performamahe last months of 2016 and
early 2017, in line with the economic activity dymam, considering the figures of the Labour
Force Survey (LFS) corresponding to the last quaste2016 and those from Social Security
covered workers in January of this year.

413,900 net jobs were created in 2016

According to LFS data, published by the INE, in therth quarter of 2016 the number of
employed people decreased by 19,400, in compatsahe increase of 45,500 in the same
qguarter of 2015. The employed population amounted 8,508,100 people, a figure slightly
lower, by 0.1%, compared to the previous quarteithVBeasonally adjusted data, the g-0-q
variation rate stood at -0.41%, a rate three telné¢h®wv that of the previous quarter.

In comparison to the same quarter of 2015, employnrereased by 413,900 people,
2.3%, in comparison to the 2.7% increase registenethe previous quarter, standing the
employment rate at 48%, one tenth less than ithilhe quarter and one point below that of a year
earlier. On an annual average, 2016 ended with@ease in employment of 2.7%.

The employment created during the last year concatgs in the services and industry sectors...

By main activity branches, in the fourth quarter26fL6 employment fell in services and
construction (112,300 and 27,900 people, respdg}jvand rose in agriculture, which registered
72,900 employed people more, and in industry, Withcreation of 47,800 jobs. Compared to the
fourth quarter of 2015, the rise in employment i all main sectors, particularly the services
sector, where it increased by 240,400 employedlpddp/% y-0-y). This figure was followed by
industry, with 115,700 employed people more (4.7%griculture with 37,000 (4.7%) and
construction with 20,800 (2.0%).

In terms of the professional status of workers, duarterly decrease in employment
affected almost entirely to contracted employeat) w9,200 employed people fewer, while the
number of self-employed workers fell by 1,700. lomparison to a year earlier, contracted
employees rose by 396,600 in the fourth quartagistering a y-o-y variation rate of 2.6%,
compared to the 3% recorded in the previous quaated the number of self-employed workers
increased by 14,000, 0.5%, versus the 0.7% ofhing quarter.

By type of contract, all the destruction of wagepegment in the fourth quarter of 2016
was among jobs of a temporary nature, as it islusuhe fourth quarter of each year, while the
number of employees with permanent contracts iseaTlhus, the number of employees with
temporary contracts fell by 79,400 in this periodl @hose with permanent ones increased by
60,200. When compared to the previous year, thease of wage employment was of 169,900
workers with a permanent contract (1.5% y-o0-y, 48%he net wage employment creation) and
226,700 workers with a temporary one (5.9% in camspa to the figure of the same period of
the previous year, 57% of the wage employment ion@atAs a result of this evolution of
employment, the temporary rate stood at 26.5%,t @gyiths above in comparison to the figure
registered a year earlier.
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...and in the private sector

The employment decrease in the fourth quarter ab620appened mainly in the public
sector, with 17,800 employed less, while employmetie private sector fell by 1,600 people. In
y-0-y terms, private employment increased by 428,68ople (2.8% y-0-y, a rate three tenths
lower than the one registered in the previous guadnd public employment fell by 14,600
people (-0.5% y-0-y, a rate 1.1 points lower tHanfigure registered in the previous quarter), the
first y-0-y drop in public employment since therthguarter of 2014 (-0.6%).

The partiality rate falls in the last year, standjnat 15.3%

Regarding types of working day, all the employmegdtroyed in the fourth quarter of last
year was full-time. Full-time workers fell by 158@ while part-time employees rose by 135,900.
Compared to the same quarter of 2015, full-time leyges grew by 2.8%, seven tenths less than
in the previous quarter, while part-time employéels by 0.4%, versus the sharper decrease
registered in the previous quarter (-1.9%). Assalltethe weight of part-time workers on the total
increased seven tenths during the quarter andbfalltenths compared to a year earlier, standing
the partiality rate at 15.3%. The proportion ofgdavho work part-time but would prefer to work
full-time stood at 9.3% of the total employed p&p@l percentage four tenths higher compared to
the figure recorded in the previous quarter and fenths lower than the same quarter of 2015.

Considering the nationality of workers, it can leers that the employment destruction in
the fourth quarter of 2016 affected both domestickers and foreign workers, with decreases of
15,500 and 3,900 people, respectively.

Unemployment fell by 541,700 people in the lastiyaad the unemployment rate stands at
18.6%

Unemployment fell by 83,000 people in the fourtlader of 2016, compared to the fall of
71,300 people in the same period of 2015, whicheisgmts the highest fall in unemployment in a
fourth quarter in the whole time series. Thus, tibtal number of unemployed people reached
4,237,800, the lowest level since the third quaofe2009. During the last year, unemployment
has decreased by 541,700 people, which translatiesiiy-0-y decline rate of 11.3%, four tenths
higher than the one of the previous quarter.

The unemployment rate fell three tenths duringgharter and 2.3 points compared to a
year earlier, down to 18.6% of the labour forcetiieasonally adjusted series (by the INE), the
g-o-g variation in the number of unemployed pegpéands at -3.8%, versus the -3.2% of the third
quarter; seasonally-adjusted unemployment is lopKiteen consecutive quarters of decline.

The quarterly reduction in unemployment affectethbwomen, with 48,700 unemployed
less, and men, with a decrease of 34,300 people.

By activity branches, compared to the previous guamunemployment decreased in
agriculture (22,900 unemployed people less) andgtcoction (1,900 less), while it increased in
services (63,200 unemployed people more) and iasiing (3,900). Unemployment decreased by
41,300 people in the group not previously emplogad fell by 83,900 among the people who
lost their jobs over a year ago.

By gender, the unemployment rate decreased 0.4spamongst women, down to 20.3%
and 0.2 points amongst men, to 17.2%. By age gralpsain groups registered unemployment
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falls during the quarter, except for those agead®d over, the largest falls focusing on the people
between 25 and 54 years old (55,700 unemploye)l d&ssbetween 20 and 24 years old (24,700
unemployed less). The group of people aged 55 wadregistered 6,100 unemployed more.

Labour force fell by 102,400 people in the fourthadger of 2016 and by 127,800 in
comparison to a year earlier, reaching 22,745,38fple. In y-o-y terms, it decreased by 0.6%,
four tenths more than in the previous quarter. ativity rate fell by three tenths in the fourth
quarter, standing at 59% (half a point less veesysar earlier) and the working-age population
(16-64 years old) reduced by 5,100 people duriegytirter and by 75,500 during the last year.
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Social Security covered workers rose by 3.3% yin-January

The number of Social Security covered workers ligll174,880 people in January 2017
compared to the previous month (versus the faR@f,043 covered workers in January 2016).
This is the smallest decrease in a month of Jarfoathe last ten years, with the average number
of covered workers standing at 17,674,175. It sthdug noted that January is not usually a
favourable month in terms of employment, due to &mel of the Christmas campaign. By
branches of activity, in January the number of &o8ecurity covered workers decreased
compared to December in all main sectors: 153,9®2red workers fewer in services, 9,165 in
construction, 9,124 in industry and 2,669 in adtize. By NACE activity sections, with gross
data and for all the regimes as a whole, in terhms-0-m variation, the falls in trade, with 41,802
covered workers fewer (38,747 in January 2016),amdmmodation, with 35,882 fewer (31,187
fewer in the same month of the previous year) staridReal-estate activities are the only section
registering a positive monthly variation (160 caakrworkers more, compared to 55 more in
January 2016). With seasonally adjusted data, BE&maurity covered workers increased by
67,460 people in January, 0.4% (36,835 in Decen2bd6, 0.2%). Thus, seasonally adjusted
Social Security covered workers linked more thareghyears of positive m-o-m rates (since
December 2013).

In comparison to a year earlier, 569,817 Socialusgccovered workers more were
registered in January, 3.3% in y-0-y variation rafis represents an increase of two tenths
compared to December of last year.

By branches of activity, the number of Social Seggwovered workers gained dynamism
in all of them except in services, in which the-y-growth rate remained stable (3.4%). Social
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Security covered workers accelerated in construdiy1.5 points, up to 4.7%; rose in agriculture
by 2.1%, 1.3 points more than in the previous mpatid increased in industry by 3%, three
tenths more than in December. The series of Sdsedurity covered workers excluding
agriculture increased its growth pace by one teotl3,4%. By NACE activity sections, activities
in specialised construction (whose y-0-y variatiate rose by 1.3 points, up to 3.8%) stand out,
and also construction of buildings (which acceledlaby 1.9 points, up to 7.2%), followed by
education (which grew from 4.3% in December, ug.8% in January).

In the General Regime and for the total of the I2illon covered workers whose type of
contract is specified in the statistics, 55.2% Ilo¢ ty-0-y job creation in January was of a
permanent nature and 44.8% of a temporary natutie,aw-o-y increase of 3.6% for the former
and of 6.2% for the latter, rates that in the foecase mean an increase of one tenth and, in the
second, of five tenths versus the previous month.

Registered unemployment falls by 9.4% y-o0-y in Janu

Registered unemployment rose by 57,257 peoplerinaig 2017 compared to December
2016 (57,247 in January last year). As a resudttokal number of registered unemployed reached
3,760,231. Unemployment increased in all the mowothdanuary of the time series due to the
seasonal nature derived from the end of the Chastrmampaign. By branches, and with
unadjusted data, registered unemployment rose fvices (66,929 people) and agriculture
(4,102), while it decreased in construction (7,888y industry (1,103). In the group without a
previous employment, unemployment fell by 4,838pteon January. With seasonally adjusted
data, registered unemployment fell by 33,524 peapléanuary, equivalent to a m-o-m rate of
-0.9%, following the 1.2% decrease recorded in D,

In y-0-y terms, unemployment dropped by 390,524pped January, 9.4%, a rate very
similar to the one registered in the previous mdr@b%). By branches, construction stood out,
as registered unemployment fell by 17.9% y-o-y %lin December), followed by industry and
agriculture, both registering decreases of 12.4%.

It should be noted that youth unemployment (petygllew 25 years old) fell by 41,657
people in the last year, representing a y-o-y 0atd2.3%.

The average agreed wage increase in collective bamgg agreements stands at 1.2% in
January

According to the Collective Bargaining Agreemerdtistics published by the Ministry of
Employment and Social Security, and with the infation available up to the end of January
2017, the average agreed wage increase in therfasth of 2017 stood at 1.2%, one tenth above
the one agreed in the financial year 2016.

The salary increase of last year, after includimg guaranteed wage by clause revision,
reached 1.1%, the same figure as the one iniga@lhped. These figures are provisional, as long as
the statistic continues to include agreements efficts in 2016.
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External sector
The Spanish economy generates net lending to trs¢ of the world

According to the Balance of Payments data, in Ndvan2016, the Spanish economy
generated net lending to the rest of the world & % billion, for the ninth consecutive month,
above the one registered a year earlier (€ 2.idmjll

The current account balance recorded a € 3.3 bilioplus in November, higher than the
figure registered in the same month of 2015 (€b#llibn), as a result of a 27.5% y-0-y increase in
the positive balance of goods and services, arideaof 190.8% in the surplus of primary and
secondary incomes. Meanwhile, the surplus in th@talaaccount amounted to € 228 million,
lower in comparison to the figure recorded in Nobemlast year (€ 672 million).

The trade deficit reduction continues

According to Customs data, the trade balance recom deficit of € 1.2 billion in
November 2016, compared to a deficit of € 1.9 dmllregistered a year earlier. The trade deficit
fall was mainly due to the non-energy componenigchviegistered a surplus increase from € 47
million up to € 585 million, while the energy dafitell by € 66 million.

In cumulative terms for the last twelve months, treele balance recorded a deficit of
€ 18.1 billion up to November 2016, compared whk € 24.2 billion deficit recorded in the
twelve months up to November 2015. The 25.2% imgnoant in the trade balance is exclusively
due to the energy balance, which recorded a cuimeldeficit of € 20.4 billion, € 7.8 billion less
than that registered a year earlier (€ 28.2 bi)lidrhe energy balance decrease more than offset
the fall of the non-energy balance, which registaesurplus of € 2.3 billion, € 1.7 billion lower
compared to the one recorded the previous yealO(BiHon).
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Real exports and imports rebound in November

According to Customs figures, goods exports irmedan November by 8.5% y-0-y, and
their prices, approximated by unit value indicesgréased by 0.7% (-2.6% in October), resulting
in a 9.3% rise in real terms, after the 1% groveistered in October. The analysis by product
groups in real terms and in y-o-y terms, showsraven evolution in comparison to the previous
month. Exports of consumer goods, both food andfaod, accelerated by 2.2 and 7.1 points, up
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to 3.6% and 9.8% respectively; exports of non-energermediate goods rebounded up to 12.9%,
compared with the 2.3% rise registered in Octoberexports of capital goods moderated the fall
rate by 14.3 points, to -1.2%. On the other hamppds of energy intermediate goods slowed
down 7.8 points, down to 6.9%.

By geographical areas, exports in volume to theofemn Union increased by 13.3% in
November, in comparison to the 0.2% increase recbrd October, a dynamism that is largely
explained by the strong increase in intermediatedgoexports to the Eurozone (24.8% y-o0-y,
versus the 0.4% recorded in the previous monthjevexports outside the Union moderated the
growth rate by 1.2 points, to 1.5%.

Goods imports increased by 5.3% y-0-y in nomieamhts in November, and their prices
fell by 1.5% (-0.9% in October). These price changee partly explained by the 2.9% and 1.6%
falls in energy and non-energy intermediate goottep, respectively. As a result, imports in real
terms, experienced a y-0-y increase of 7%, in corspa to the 0.9% decrease registered in the
previous month. The analysis by products of impamntseal terms and in y-o-y rates shows
generalised rises in all products. Imports of famhsumer goods rose by 11.8%, (3.8% in
October), those of non-food consumer goods by 94%oin the previous month); those of capital
goods by 6.2% (-3.6% in October); energy intermedgoods imports by 1% (compared to the
-9.8% recorded in the previous month) and non-gnergermediate goods by 6.7% (-1.2% in
October).

By geographical areas and in real terms, impoots fthe European Union rose 2.1% y-o-
y in November, following the 3.3% decrease regestan October. Real imports from the rest of
the world recorded a 14.4% increase compared t@.## rise registered in October. By product
type and within the Eurozone, the significant ilase in consumer goods imports stands out as
they reach 10.2%, following the 0.9% decline inpinevious month.

The "momentum” of exports records a positive rate

The "momentum” (change during the last three moitthsomparison to the previous
three months) of exports in real terms registergubsitive rate in November (2.2%) for the
second consecutive month, due to the positive ibwtiion of EU countries and, to a lesser extent,
of non-OECD countries and non-EU members of the DE®y products, the positive
contribution of non-energy intermediate goods aoda lesser extent, of energy intermediate
goods stands out. The "momentum” of imports waghsi positive in November (0.1%), after
three months registering negative values, dued@dsitive contribution of non-OECD countries
and non-EU members of the OECD, versus the negatin&ibution of the EU. By products, the
positive contribution of non-energy intermediat®d® stands out.

The financial account generates net capital outflewn November

According to the Balance of Payments, in Novemb®6d62 the financial balance,
excluding the Bank of Spain assets, recorded r@ptatautflows of € 24.2 billion, versus the net
outflows of € 3.0 billion recorded a year earlighis result is explained by the net outflows
recorded in direct investment (€ 1.3 billion), polib investment (€ 10.9 billion) and other
investment (€ 12.1 billion), while financial dertixges recorded net inflows (€ 177 million).

The assets net variation recorded net capital awsfl(investments) of € 13.3 billion in
November, slightly below the net outflows of € 1Bifion registered in the same month of 2015.
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On the other hand, the liabilities net variatiomeg@ted net outflows (disinvestments) of € 10.9
billion, versus the net inflows of € 10.9 billioaaorded a year earlier

The net position of the Bank of Spain vis-a-vis tB&rosystem increases

The net position of the Bank of Spain vis-a-vis thst of the world increased by € 15.1
billion in November, an amount that includes arrease of € 15.9 billion in the net position vis-
a-vis the Eurosystem and a decrease in the resefve$ million, and of € 775 million of the
remaining net assets.

Public sector

The Ministry of Finance and Civil Service publishtbe data of non-financial transactions
of the Central Governmenthe Regional Governments and the Social Secuuntyd§, with
consolidated data and in terms of National AccauntsNovember 2016.

The General Government consolidated deficit, exdéhgl Local Governments, stands at 3.54%
of GDP up to November 2016

On a consolidated basis, the Central Governmeast,Régional Governments and the
Social Security Funds recorded up to November 20dl6ficit of € 39.6 billion (3.54% of GDP),
4.2%lower in comparison to the same period of 20154%& &f GDP). Excluding the assistance
to the financial institutions, the deficit stands€a37.2 billion (3.33% of GDP), 8.7% lower than
the figure accumulated up to November 2015. Thigil@eduction, including the assistance, is
explained by a y-o0-y increase of non-financial teses (1.3%) higher than the one recorded by
non-financial uses (0.7%)

The increase of non-financial resources is mainle do the increase of taxes on
production and imports (0.3%), current taxes onome and wealth (0.5%) and social
contributions (3.1%), partially offset by the faif taxes on capital (-0.6%) and transfers from
other public administrations (-6.9%).

Regarding non-financial uses, these mainly incredse to the rise in social benefits other
than transfers in kind (1.9%), social transferkimd of market producers (3.1%), transfers to
other public administrations (4.2%) and compengatb employees (1.9%). Among the items
that fell, intermediate consumption (-1.4%), inttse(-5.9%), subsidies (-14.6%) and gross fixed
capital formation (-17.5%) stand out.

The Central Government ended the period betweenadamnd November 2016 with a
deficit of € 26.9 billion (2.40% of GDP), 13.1%igher than the figure registered in the same
period of 2015€ 23.7 billion,equivalent t02.21% of GDP). This is due to a decline in non-
financial resources higher than the one registbyaabn-financial uses.

Non-financial resources of the Central Governmelitdy 2.7%. In non-cumulative terms,
the Central Government registered a deficit ofE€bdllion in November, 34.3% higher than in the
previous year, mainly due to the 38.6% increadbernrebates requested in that month, especially
those related to the Corporate Tax, which incredse@ 652 million euros and the lower VAT
revenues (€ 991 million less).
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On the other hand, non-financial uses decreasdild® y-o-y in the first eleven months
of 2016. The expenditure of the Central Governnaedigible to be included in the calculation of
the expenditure rule increased by 0.5% y-o0-y dutivag period, up to € 84.8 billion.

The Regional Governments accumulated a deficit ®#€billion (equivalent to 0.49% of
GDP) up to November last year, 63%wer than in the same period of 2015 (€ 14.7 doilli
equivalent to 1.3 of GDP). This lower deficit is explained by a dease of non-financial uses
(-0.9%) and, to a larger extent, to an increasaa-financial resources (5.9% y-0-y). This
evolution is mainly due to the result of the firsdttlement of the financing system resources
corresponding to 2014, whose final settlement laamvas favourable to the Regional
Government and determined a global difference & résult of € 5.9 billion of lower deficit
compared to the settlement effect of 2013, andch&igher net payments on account, which
increased as a whole by 2.7% compared to the previoancial year. The expenditure of the
Regional Governments eligible to be included in tlaéculation of the expenditure rule in the
analysed period has registered a percentage eariaitio.4%, standing at € 125.4 billion.

As for Social Security Funds, these ended period between January and November
2016 with a deficit o€ 7.3 billion (0.65% of GDP), versus a deficit o2 billion in the same
period of 2015 (0.27% of GDP)his higher deficit is explained by a fall of nandncial
resources (-1.8%, despite tBel% increase of social contributions), due in tirthe decline of
transfers received from other public administragi¢25.1%), and by an increase in non-financial
uses (1.4%). This evolution is justified by the staresults of the System, which has increased its
deficit by 18.9%, as well as to the lower surplishe State Public Employment Service, which
has decreased by almost half, to € 3.1 billion,nlgadue to the lower transfers received from the
State.

The General Government EDP debt slows down in Noleen?016

The Bank of Spain published the General Governneiit data for November 2016,
according to the EDP methodology. According to Bank of Spain, the General Government
EDP Debt reached € 1,098.6 billion in that perid&% higher than in the same period last year
(3.9% y-0-y in October).

By subsectors, the State EDP Debt stood at € 94dnbiregistering an increase of 3.5%
in comparison to the same period of 2015. On tieroband, the Regional Government EDP
Debt reached € 269.1 billion, 5.7% higher than tredorded in the same month of 2015.
Regarding the Social Security Administrations, E@P Debt reached € 17.2 billion, a figure
almost identical to the one recorded in Novembef52@€ 17.2 billion). Finally, Local
Corporations registered in November an EDP Delf 8D.9 billion, 12.8% lower compared to
that of the same period of 2015.
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