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Letter from the Editors

There have been some recent positive events at the local, European, and transatlantic
level, that may have important implications for Spain. At the national level, the latest
economic indicators suggest the economy is stabilizing rapidly. We have also seen
a reduction in Spain’s risk premium, accompanied by the increase in returns on
German debt. Furthermore, the country continues to advance on the private sector
deleveraging process related to the property market and household debt. In Europe,
September consensus forecasts show that perceptions of economic conditions have
improved over the last few months. There has also been progress on legislation for
the so-called Banking Union, specifically advancement towards the Single Resolution
Mechanism. Finally, this summer marked the commencement of negotiations on the
EU-US Transatlantic Trade and Investment Partnership, the largest proposed bilateral
trade agreement in history.

In this context, this September issue of the SEFO analyzes the significance of these
events and their possible implications. As stated recently by both the IMF and the
European Commission, deleveraging remains one of the major challenges for the Spanish
economy. Over the past few months, we have witnessed some progress in the housing
market adjustment. The recent evolution of house price indices shows that they are
finally adjusting fast and remain on a declining path. In addition, large operations in
the Spanish real estate market have helped to increase the confidence of international
investors. The more optimistic outlook in the housing sector, together with increased
financial stability, is helping the process of household deleveraging, which has
accelerated in recent months, allowing families to gradually increase savings and net
financial wealth. From 2005 to 2008, Spaniards increased debt by 260 billion euros.
From 2009 to 2012, this debt has been reduced by 90 billion euros, suggesting that a
long deleveraging process still lies ahead and that Spanish families should continue to
rebalance their debt to equilibrium levels, more suitable to the reactivation of internal
demand and achievement of higher economic growth rates.

In this SEFO, we assess the government’s recently approved electricity sector reform.
The latest reform represents part of Spain’s austerity drive and a much-needed effort
to reign in the electricity deficit in the face of weak demand and overcapacity. The
reform will contribute to financial stability in the sector, but questions remain as to



whether or not it will be sufficient to eliminate the deficit, as well as to resolve regulatory
uncertainty and improve investment climate in the sector.

In addition, we take a look at progress on the Banking Union initiative at the EU level.
As this SEFO points out, public sector aid to the banking sector in the wake of this
latest financial crisis has cost the EU as a whole almost 1.3 trillion euros or 10% of
EU-27 GDP. In Spain, the aid granted was in line with the EU average, but the losses
realized and hence passed on to the public deficit were greater due to the fact that
the bulk of the capital aid transferred was to absorb losses rather than taking the
form of financial transactions, such as buying shares. The cost of the EU banking
sector bailouts demonstrates the need to make urgent progress on the Banking Union
initiative. In light of this, we examine the latest proposals for the Single Resolution
Mechanism presented by the Commission on July 10" as a complement to the Single
Supervisory Mechanism. Together, the two pillars of the Banking Union are envisioned
to operate to prevent the emergence of large-scale financial crises and to tackle them
in an orderly manner, reducing the damage for the public sector and for taxpayers, in
the event that they occur. Although negotiations on the Banking Union are progressing
slowly given political considerations, we expect progress over the coming year.

Aside from progress on financial regulation, last June the EU entered into negotiations
with the US for the creation of the Transatlantic Trade and Investment Partnership. The
effects of reaching a free trade agreement between today’s two main economic areas
are significantly positive and are estimated, in the best-case scenario, to generate
close to 120 billion euros per year for the European Union. Ex ante assessments of the
proposed agreement show that Spain will be one of the countries to obtain the greatest
welfare gains from the bilateral partnership — 6.55% of GDP per capita in the more
ambitious scenario. Second round negotiations are scheduled for October.
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Advancement on Spain’s household
deleveraging process

Santiago Carbé Valverde' and Francisco Rodriguez Fernandez?

Reducing household debt levels is one of the major challenges for the Spanish
economy. Nevertheless, the deleveraging process has been accelerating in
recent months, underpinned by progress on the housing market correction and
improved financial stability.

High private sector debt levels associated to asset price bubbles and related lending booms
have made household deleveraging a common and painful consequence of financial crises
in many countries. As recently pointed out by the IMF and the European Commission,
deleveraging remains one of the major challenges for the Spanish economy over the next few
years. In this context, this article provides an analysis of the recent evolution and prospects of
household debt and financial savings rates in Spain. Spain’s private sector debt levels have
increased rapidly in recent years compared to the majority of its European peers, and its
financial savings rate has been negative until 2012, due to the large incurrence of liabilities.
Nevertheless, our analysis reveals that although the debt reduction effort may still take some
years, deleveraging seems to be accelerating recently. Funcas’ estimates for 2013 point to a
continued acceleration in the deleveraging effort, permitting Spanish families to progressively
increase financial savings and their net financial wealth.

countries. In this article, we analyse the Spanish
case, paying particular attention to household
debt and financial savings.

The trade-off between private sector
deleveraging and growth

During times of economic expansion,

macroeconomic analysts follow the evolution of [N its latest staff report on the situation of

a country’s private sector savings rate as an
advanced indicator for investment and economic
growth. However, during financial crises,
households’ and firms’ savings tend to be
considerably limited by high levels of private
sector debt. This debt is frequently associated
to asset price bubbles and lending booms, as is
the case of the current financial crisis in many

" Bangor Business School and Funcas.
2 University of Granada and Funcas.

the Spanish economy® as of August 2013, the
International Monetary Fund (IMF) points to
deleveraging as one of the main remaining
challenges for the Spanish economy over the
coming years. The IMF highlights that recovery
from a financial crisis is typically weaker than a
normal recovery and this is due to the sacrifices
that stem from fiscal consolidation and private

3 Staff Report for the 2013 Article IV consultation, prepared by a staff team of the IMF, following discussions that ended on June
191, 2013, with the officials of Spain on economic developments and policies.
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sector deleveraging efforts. As for the Spanish
private sector, the report mentions that firms
are deleveraging by cutting employment and
investment “in the face of costly financing and weak
demand prospects” and this trend is helping
many firms to become net lenders to the rest of
the economy. In the case of households, although
their level of debt is relatively lower than that of
firms, the effort is probably tougher as most of the
debt is long-term (mortgages) and the real estate
assets that serve as collateral for such debt have
lost significant value.

Overall, the IMF estimates that even if it is a
necessary adjustment, deleveraging may create
some pressures that -—along with financial
distress— could generate a negative macro-
financial feedback loop that leaves not only
private, but also public debt “at elevated levels for
the foreseeable future.”

Similar concerns have been expressed in a
recent report by the European Commission (EC),
in particular by the directorate of Economic and
Financial Affairs*. The Commission observes that

a common feature in several EU countries, which,
“although necessary, representasource of concern
in terms of implications for economic activity.” The
report offers some statistical estimates comparing
the current levels of household and non-financial
corporations’ debt with a benchmark based on
“pre-crisis” levels. The analysis suggests that
deleveraging pressures could be highest in
Cyprus, Portugal “and, although to a lesser extent,
Spain, where both credit supply and demand risks
are high.”

One of the main consequences of households’
deleveraging —as we will show in this article for the
Spanish case—is adecrease in housing investment
and in consumption. In the abovementioned EC
report, the simulation of a deleveraging shock in
a dynamic general equilibrium model also shows
significant negative effects on unemployment,
“notably when the economy is characterized by
significant real and nominal wage rigidities.”

As shown in Table 1, the magnitude of private
sector debt in Spain has become sizeable. In
2005, total private sector debt in the form of

deleveraging processes in the private sector are  securities other than shares and loans was
Table 1
The magnitude of the leverage: Private sector debt in Spain
Private sector debt in the form of securities other than shares and loans (billion euros)
2005 2006 2007 2008 2009 2010 201 2012  2013Q1
Non-financial corporations 9515  1,191.3 1,385.3 1,474.7 14611 14948 1470.0 1,365.0 1,322.5
Households 653.4 780.7 876.6 913.4 906.1 901.7 874.3 837.2 822.8
Private sector - Total 1,6049 1,972.0 22619 2,388.1 23672 23965 23443 22022 21453
Private sector debt in the form of securities other than shares and loans (% GDP)
2005 2006 2007 2008 2009 2010 201 2012 2013Q1
Non-financial corporations ~ 104.3 120.9 1315 135.6 139.4 142.5 138.2 130.1 126.4
Households 71.9 79.2 83.2 84.0 86.5 86.0 82.2 79.8 78.6
Private sector - Total 176.2 200.1 214.7 219.6 225.9 228.5 220.4 209.9 205.0

Source: Bank of Spain and own elaboration.

4 In particular, the report entitled “Indebtedness, Deleveraging Dynamics and Macroeconomic Adjustment” by Carlos Cuerpo, Inés
Drumond, Julia Lendvai, Peter Pontuch and Rafal Raciborski. (European Economy. Economic Papers. 477. April 2013. Brussels).



Exhibit 1

Advancement on Spain’s household deleveraging process

Private sector debt: Comparison across EU countries
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Source: Eurostat and own elaboration.

1,604.9 billion euros. This figure rapidly grew to
2,396.5 billion euros in 2010 and its reduction has
only occurred in the last two years as it stands at
2,145.3 billion euros as of 2013Q1. In the case
of households, debt has increased from 653.4 to
913.4 billion euros between 2005 and 2008, falling
thereafter to 822.8 billion euros in 2013Q1. In the
case of non-financial firms, debt increased from
951.5 to 1,494.8 billion euros between 2005 and
2010, as deleveraging has only occurred from 2010
onwards with the outstanding debt being 1,322.5
billion euros in 2013Q1.

In terms of GDP, total debt of Spanish households
was 71.9% in 2005. It reached a peak in 2009
(86.5%) and fell to 78.6% in 2013Q1. In the case
of non-financial corporations, the debt-to-GDP
ratio rose from 104.3% in 2005 to 142.5% in 2010
and it fell to 126.4% by 2013Q1.

Using Eurostat data (Exhibit 1) we find that
the private debt-to-GDP ratio in Spain in 2012
(210%) was of a similar magnitude to that of other
countries such as Denmark (238%), Netherlands
(221%), Portugal (224%) or Sweden (215%).

Private sector debt 2012 / Private sector
debt 2005
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However, as shown in the right chart in Exhibit 1,
the net increase in the debt of the private sector
from 2005 to 2012 has been really fast in Spain.
The debt to GDP ratio in 2012 was 1.30 times
larger than in 2005, greater only in Greece (1.45)
and Belgium (1.37).

Overall, the magnitude of private sector debt in
Spain is considerable. However, the acceleration
path of this debt is perhaps even more significant
and reducing it has become a big challenge, as
we will show later on in this article.

Spain’s household financial
savings rate

Concentrating on Spanish households, we
wonder to what extent the increase in debt levels
in the years before the crisis (and even during the
initial years of the crisis) has affected the savings
rate of Spanish households. The flow of financial
assets and liabilities in the hands of Spanish
families (labelled as “net acquisition of financial
assets” and “net incurrence of financial liabilities”,
respectively) is shown in Table 2.
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Table 2

Financial transactions account: Spanish households (billion euros)

Net acquisition of financial assets
Currency and deposits

Securities other than shares
Shares and other equity
Insurance technical reserves

Other accounts receivable

Net incurrence of financial liabilities
Loans

Other accounts payable

Source: Bank of Spain and own elaboration.

There are two main trends in the financial
transactions account of Spanish households. First,
the net acquisition of financial assets declined
considerably between 2005 (93.2 billion euros)
and 2012 (-16.2 billion euros). The decrease
is due to both a reduction in the acquisition of

Exhibit 2
Households’ financial savings over GDP (%)

2005 2012 2013Q1
93.2 -16.2 24
50.1 29 6.8
1.8 -14.1 -12.6
17.5 5.9 5.5
17.1 -1.2 4.8
6.6 -9.7 -2.2
105.1 -29.5 -5.7
111.8 -35.1 -12.9
-6.7 5.7 7.2

financial assets as well as to a reduction in the
market value of these assets. The most recent
data, as of 2013Q1, show that the improvement in
market conditions is permitting Spanish families
to increase the value of their net acquisition of
financial assets, which was 2.4 billion euros in the
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first quarter of this year. The second trend refers
to the net incurrence of financial liabilities. In 2005
alone, Spanish households increased the flow
of debt represented by loans and other liabilities
by 105.1 billion euros. In 2012, the situation was
completely different as a negative flow of 29.5
billion euros was registered. This deleveraging
effort continued in 2013Q1 with a negative
incurrence of liabilities (net reduction of debt) of
5.7 billion euros, only during that quarter

The financial savings rate is computed as the
difference between the net acquisition of financial
assets and the net incurrence of liabilities, as a
percentage of GDP. As shown in Exhibit 2, this
rate was negative in 2005 (-1.3% of GDP) due to a
large incurrence of liabilities (11.6%) as compared
to assets (10.3%). Both components of financial
savings fell considerably thereafter and from 2012
onwards we observe a significantly larger fall in
liabilities, which permitted the savings rate to
increase to 1.3%. Funcas estimates that in 2013
the deleveraging effort will continue to accelerate,
permitting households to increase their financial
savings rate to 2.1% by the end of the year.

Household debt: The role
of mortgages

Among the determinants of the increase in
household debt, the real estate bubble and the
related growth in mortgages and other loans
are the most important drivers. In this sense,
the way the deleveraging process is conducted
is strongly linked to the developments in
mortgage markets. At first glance, the reduction
of mortgage debt could be undertaken by means of
the sale of the underlying asset (the house), or
devoting other resources to make early payments
on these loans. Both alternatives do not seem to
be available to most Spanish households given
the recent evolution of unemployment, wages,
savings and rent expectations. In such situations,

Advancement on Spain’s household deleveraging process

Among the determinants of the increase in
household debt, the real estate bubble and the
related growth in mortgages and other loans
are the most important drivers. In this sense,
the way the deleveraging process is conducted
is strongly linked to the developments in

mortgage markets.
1

other solutions, such as personal liquidation and
bankruptcy laws and/or loan payment facilities
and renegotiations, are also useful in reducing
the pressure of mortgage debt. Some of these
solutions are discussed in the conclusions of this
article®.

Along with reductions in the stock of debt,
deleveraging also requires an adjustment of
lending flows. This is clearly happening in Spain,
as shown in Exhibit 3, which shows the annual
change in the effective flow of financing to Spanish
families. The annual change was 20.88% in 2005
and has been progressively reduced to 4.4% in
2008, turning negative from 2010 onwards. During
2012 and 2013, this reduction in the financing
flows has accelerated and in the first half of 2013,
the annual change in financing to households has

The reduction in financing to Spanish families
represents a paradigm of the deleveraging
trade-off, as correcting the existing debt
imbalances has a cost in terms of investment
and consumption.

been around -4%. This reduction in financing to
Spanish families represents a paradigm of the
deleveraging trade-off, as correcting the existing
debt imbalances has a cost in terms of investment
and consumption. In any event, the trend shown

5 A detailed review of current initiatives to face the socio-economic problems related to mortgage defaults are summarized in the
volume 2, number 2 issue of Spanish Economic and Financial Outlook (SEFO) entitled “An assessment of the Spanish mortgage
framework: Issues, policy options, and implications”: http://www.funcas.es/publicaciones/Sumario.aspx?IdRef=20006



Santiago Carbd Valverde and Francisco Rodriguez Fernandez

Exhibit 3
Financing of households (annual change in the effective flow of loans)
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in Exhibit 3 reveals that even if deleveraging will  level, it seems to have accelerated in recent

probably take years to reach a more sustainable = months.

Exhibit 4
Evolution of the monthly rate of the number of property transactions
(Variation in June as compared to May of the same year, %)
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Source: National Statistics Office (INE) and own elaboration.



Exhibit 5

Advancement on Spain’s household deleveraging process

Monthly change in mortgages constituted in Spain
(Variation in June as compared to May of the same year, %)
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The other alternatives to speed up the reduction
of mortgage debt would be the sale of the house
that serves as collateral or the early redemption
of (at least part of) the loan. Both possibilities are
limited by the macroeconomic conditions and also
because part of the adjustment in the real estate
market is still to be completed. Such adjustment
negatively affects the real wealth of households
but it permits an increase in the number of
housing transactions, reactivates and stabilizes
the housing market and, overall, accelerates
deleveraging by means of asset disposals (house
sales). However, as shown in Exhibit 4 —based
on the most recent data as of June 2013- the
number of property transactions is not rising but
decreasing at an ever-increasing pace, suggesting
that the adjustment in the housing market is yet to
be finished.

The same conclusion applies when analysing the
monthly change in mortgages constituted. The most
recent figure as of June 2013 shows, for example, a
reduction in the number of these contracts by 23.7%

just from May to June 2013. Similarly, the capital lent
in new mortgage contracts has declined by 22.8%
during the same monthly period.

Financial wealth of Spanish
households

Along with financial flows, the evolution of the
financial wealth of Spanish families (the stock
values) is a very relevant indicator of the capacity
of these households to reduce their debt. This
is because reducing leverage is more feasible
when the value of assets is increasing and
more resources can be devoted to debt service
payments.

The evolution of the structure of the balance sheet
of Spanish families in recent years, as well as
Funcas’ projections for 2013, are shown in Exhibit 6.
We observe that the asset side has grown
at a slow pace in recent years both due to the
difficulties of Spaniards to acquire new financial

11
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Exhibit 6

Financial balance sheet of Spanish households (2005, 2012, 2013Q1, and projections

for 2013, billion euros)
Assets
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Source: Bank of Spain and own elaboration.

assets and as a result of the decrease in the
value of some of these assets (in particular, those
whose performance is linked to stock markets,
such as shares). In any event, total outstanding
financial assets were 1,591 billion euros in 2005,

1,781 billion euros in 2012 and 1,786 billion
euros in 2013Q1. Funcas estimates for 2013 that
total assets will rise to 1,811 billion euros by the
end of the year. The liability side, however, has
been considerably reduced, and the fall has been



Exhibit 7

Advancement on Spain’s household deleveraging process

Net financial assets of Spanish households (2005, 2012, 2013Q1, and projections

for 2013, billion euros)
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particularly significant in the last two years. Total
loans were 837 billion euros in 2012 and as of
2013Q1, they were 823 billion euros. Funcas’
projection is that loans will decline to 785 billion
euros by the end of 2013.

The difference between the assets and liabilities
in the hands of Spanish families is referred to as
“net financial assets” or “households’ financial
wealth”. This figure is shown in Exhibit 7. There is
some positive news as the recent acceleration of
the deleveraging process, as well as the relatively
improved performance of the stock market, has
permitted Spaniards to increase their net financial
assets to 897 billion euros in 2013Q1. Funcas
estimates that household financial wealth will
stand at 961 billion euros by the end of 2013,

Funcas estimates that household financial
wealth will stand at 961 billion euros by the
end of 2013, which represents a 9.4% increase
with respect to 2012.

2013Q1 2013 (e)

which represents a 9.4% increase with respect
to 2012.

Conclusions

From 2005 to 2008, Spaniards increased their
financial debt by 260 billion euros. From 2009 to
2012, this debt has been reduced by 90 billion
euros, suggesting that a long deleveraging
process still lies ahead. This is a common feature
in financial crises, in particular when countries are
severely hit by real estate bubbles, as has been
the case in Spain.

Even if the deleveraging process may still take a
few years to be completed, we observe that there
has been a relative acceleration in the process in
recent months, given progress on corrections in the
housing market and the progressive restoration of
financial stability.

The reason why the deleveraging process will
necessarily take years, is that some of the standard
solutions to reduce household debt —such as the

13
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early redemption of loans or house sales— are
currently not available in a country which suffers
high unemployment and a decrease in the value
of real estate assets. Even if house purchase
transactions eventually increase, there will be
a necessary welfare loss, as the mortgage debt
linked to the house will be, in many cases, larger
than the sale value of the house, a problem which
is commonly known as “negative equity”.

Given this situation, government efforts, in line
with, inter alia, IMF recommendations, should
be focused on making the deleveraging process
as efficient as possible. This should involve legal
measures such as facilitating personal bankruptcy
laws —which have been relatively absent in Spain
as compared to other EU jurisdictions— and
also social measures to alleviate some negative
consequences, which are inevitable to a large
extent during the correction of currentimbalances,
such as foreclosures and evictions.

As noted by the IMF in its latest assessment
of the Spanish economy as of August 2013,
there are some positive policy actions being
currently developed in Spain, such as “debt relief
mechanisms, which are envisaged for natural
persons subject to bankruptcy proceedings.
Additional measures, and in particular the
establishment of a special personal insolvency
regime to provide a fresh start for debtors, have to
be carefully balanced against their impact on the
objectives of the policy strategy; i.e. preserving
and reinforcing financial stability, and keeping the
strong payment culture currently existing in Spain.
Itis also important to analyze the overall efficiency
of those measures from a macroeconomic point of
view.”

Overall, a progressive economic recovery, as well
as a necessary (though painful) deleveraging
should drive Spanish families to rebalance their
debt to equilibrium levels more suitable to the
reactivation of internal demand and achievement
of larger economic growth rates in the country.
In this context, other more drastic resolution
mechanisms adopted in previous international

crises —such as imposing haircuts on mortgage
contracts— are not necessary and would be
harmful to financial stability.



The Spanish housing market: Is the adjustment over?
José Garcia Montalvo'

The recent evolution of house price indices, transactions activity, and trends
in the Spanish property market all point to cautious optimism over a recovery in
the sector. House prices remain overvalued, but continue falling.

The housing market adjustment following the bursting of the property bubble in Spain has
represented a key challenge for the economy. During several years, the adjustment has largely
been made through quantities rather than prices. Nevertheless, the recent evolution of
house price indices shows that they are finally adjusting fast and remain on a declining path.
In addition, large operations in the Spanish real estate market have helped to increase the
confidence of international investors. Some key trends have also emerged in the property
market, such as the presence of banks as key players in the sector, the increase in cash
purchases versus reliance on external financing, and the larger role of foreign investors and
foreign funds. Recent transactions by banks and Spain’s so-called bad bank the SAREB have
also been promising. Despite these developments, the stock of new houses remains largely
unchanged and banks continue to accumulate repossessed properties on their balance sheets.
Ratios show that the Spanish property market remains overvalued, but that progress on the
adjustment process is on going.

Introduction the current situation of the Spanish housing market
and its future perspectives.

The Spanish housing market has been one of the

best examples of a large housing bubble bursting  The main characteristic of the Spanish market
after the beginning of the financial crisis in 2008.  js jts inefficient adjustment process. Unlike
The specific characteristics of the Spanish real  gfficient markets, Spanish markets usually adjust
estate market have produced an evolution of  ig quantities instead of via prices. An extreme

the main indicators of the housing sector quite example of this can be observed in the case of
different from other countries with similar bubbles.

While in some countries, like in the US, the real

estate sector seems to already be recovering, 1y, i characteristic of the Spanish market
questions remain over the extent of the recovery

in other countries, such as the case of Spain. In 18 1ts meﬁﬁczent ad]ustment process. Unlike

this context, this article examines whether or not ~ ¢fficient markets, Spanish markets usually
the Spanish housing market has completed its  adjust via quantities instead of via prices.
adjustment. To analyze this question, we describe

" Professor of Economics, Universitat Pompeu Fabra and ICREA-Academia Fellow.
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Exhibit 1

Evolution of housing prices in several
countries after the busting of a bubble
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Sources: US: Case-Shiller 20 cities composite index.
Spain: INE. Ireland: National Residential Property Price
index. Japan: Nationwide residential urban land price
(Japan Real Estate Institute); and author’s calculations.

the Spanish labor market. While unemployment
was growing by the millions, real wages were
increasing until very recently. The Spanish
housing market is another example of this type
of adjustment. Exhibit 1 shows the adjustment of
house prices since the beginning of the crisis in
four representative countries: Spain, Japan, the
US and Ireland?. The exhibit shows that the drop
in house prices after 3 years of crisis in the sector
was around 30% in Ireland and in the US. In
Spain, the corresponding figure was around 10%?3.
Even in the Japanese case, where the bursting
of the housing bubble started in 1991, the price
adjustment was initially faster than in the Spanish
case, althoughitdecelerated soon after the second
year into the crisis and it has continued until today.

Obviously, the immediate result of the failure
to adjust prices at the proper speed has been

2 The initial drop happens in different periods in each country.

Ireland, in December of 2006. In Spain, in September of 2007.

Exhibit 2

Evolution of housing sales since
the beginning of the crisis
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plummeting home sales. Exhibit 2 shows that after
three years of crisis, sales of US homes went
down by 25%,while in Spain they dropped by
50%. This fact translates into a large drop in new
residential construction. In the Spanish case, the
drop from the peak has been 92%.

Recent evolution

In any case, the analysis of the evolution of
house prices in Spain is complicated because
of the multiplicity of indicators and the fact that
none of them is, strictly speaking, the market
price. It is possible to make some inferences
about the process of adjustment of the Spanish
residential market by comparing the evolution of
different price indicators. Exhibit 3 shows the level
of four indices: the ask price on existing houses

In Japan it occurs in January 1991. In the US, in July of 2006. In

3 The message of the exhibit is identical if we work with deflated home prices. There is a large divergence during many years in
the speed of adjustment of house prices between Spain and other countries that suffered large housing bubbles.
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Exhibit 3
Evolution of alternative indicators of house prices in Spain
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compiled by Fotocasa; the official house price
maintained by the Department of Public Works
(Ministerio de Fomento, formerly Ministerio de
Vivienda), based on an aggregation of appraisal
values from many companies; the house prices
compiled by the Spanish Official Association
of Notaries*; and the IMIE Spanish housing
market index, which is produced by TINSA, one
of the largest appraisal companies in Spain®. It
is reasonable to expect ask prices to be above
appraisal values and prices recorded by notaries.
The difference between appraisal values and
prices as compiled by notaries is due to the inertia
of the bias towards over-appraisals during the
housing bubble and the undeclared cash that is
involved in many house purchases. Montalvo and
Raya (2012)¢ estimate an 8% average divergence

between the declared price and the actual price
paid. We argue in the following pages that the
increase in the proportion of buyers who do not
use external financing makes indices based on
appraisals less relevant.

There are some other price indices. Table 1
covers all the relevant indicators of house prices.

The change in house prices since the peak is
around 35% and this figure is very similar for
the majority of price indicators.

Besides the ones describe above, there is the
price compiled by the Sociedad de Tasacién

4 There is another official price index produced by the Spanish Statistical Office but being an index, it does not allow for calculation
of original levels. In principle, the index of the notaries should have a similar level since most sales are first notarized and,

afterwards, registered in the official Property Registry.

5 Notice that the methodology to construct these indicators is diverse and their geographical coverage may not be identical.
5 “What is the right price of Spanish residential real estate?,” 1 (3), Spanish Economic and Financial Outlook, September 2012,

22-29.
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Table 1
House price change since the peak

Peak
Ministerio - Appraisals
INE-Registry prices
June-07
July-07

Fotocasa-Ask prices (existing houses)
Official Association of Notaries
SOCTAS- New houses

IMIE- Appraisals

March-08
September-07

December-07

December-07

Last observation Change since peak

June-13 -29.5%
June-13 -36.7%
June-13 -33.6%
June-13 -34.9%
June-13 -27.6%
August-13 -38.6%

Source: Several sources, as detailed in table, and author’s calculations.

(SOCTAS) referring to new residential construction,
and the index of the Spanish Statistical Office (INE)
that comes from the data of the property registries.
Table 1 indicates that the change in price since
the peak is around 35%, and this figure is very
similar for all the indicators with the exception
of the SOCTAS, probably because it refers only
to new construction. The timing of the change in

Exhibit 4

prices is as interesting as its current accumulated
loss. Exhibit 4 shows that house prices have been
converging across the different indicators during
the first years after the beginning of the crisis.
Ask prices initially were going down faster than
appraisal values and appraisal prices faster
than the prices compiled by the INE. Appraisal
values have adjusted downward very quickly

Evolution of prices since the beginning of the housing crisis
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Exhibit 5
Housing sales seasonally adjusted
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Source: Centro de Informacién Estadistica del Notariado.

after 2012, basically because of the impact of the
government’s financial reform decrees known as
Guindos | and Il that increased provisions on real
estate credits and repossessed real estate kept on
banks’ balance sheets. However, in recent months,
appraisals and ask prices have slowed their
decline while the prices of INE have accelerated
their downward adjustment.

The evolution of home sales shows a downward
trend with spikes explained by frequent changes
in tax conditions on home buying since the
beginning of the crisis. Exhibit 5 show the evolution
of seasonally adjusted sales calculated from
the data of the Spanish Official Association of
Notaries’. Despite being seasonally adjusted, the
data of Exhibit 5 show three clear peaks. In June
2010 there was a peak before the increase in
the value added tax and the transaction tax. The
latter one affected only some regions (the most
significant Catalonia, Andalucia and Extremadura).

The Spanish housing market: Is the adjustment over?

Exhibit 6
Prices changes of alternative indicators
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Sources: INE, TINSA, Official Association of Notaries,
Fotocasa and author’s calculations.
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In December of 2010 there is another peak to
take advantage of the last period of general
deduction for interest and capital of mortgages
for the acquisition of a house. After that date,
only individuals earning less than 24,107 euros
could itemize tax deductions for buying a home.
In January of 2012 the newly elected government
introduced again a general tax deduction on house
buying that was, finally, eliminated in December of
2012. That is the last peak in Exhibit 5. During
2010, there was a stabilization of sales and a slow
down in price adjustment (Exhibit 6) due basically
to the expectation of the end of the general fiscal
incentives for home buying.

Current situation

The current situation is characterized by several
distinctive facts. First, the banking sector has
become a critical player in the housing market
and, generally speaking, in the real estate market.

" The data of the Property Registries offered by the Department of Public Works is not appropriate to analyze this question since
registration may take up to three months which distorts the temporal pattern of actual sales.
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During the first semester of 2013, the five largest
private banks (La Caixa, BBVA, Santander,
Sabadell and Popular) plus Spain’s so-called
bad bank, SAREB, have sold around 35,000
properties. SAREB represents 5% of the sales of
that group of financial institutions. These properties
account for 25.5% of all the transactions in urban
properties (houses and other properties attached
to them) during the first semester as reported by
the Spanish Official Association of Notaries. This
proportion should be considered just a possible
approximation since the banks do not disclose
separately some urban properties (houses,
apartments, garages and box rooms) from land
and commercial properties. If we consider the
total number of transactions of urban properties
then the proportion is 20.2%. It is interesting to
notice that we can conclude, based on partial
information, that banks are getting profits out
of these sales since the prices at which they
are closing operation are, on average, above
the net accounting value. The reason is that the

Exhibit 7

bank provisions for nonperforming loans and
repossessed properties forced by the so called
Guindos | and Il decrees of 2012 reduced very
much the net accounting value. The rush to sell
their properties taking advantage of this situation
will lead to the end of these profits.

Secondly, the proportion of home buyers who pay
cash has increased drastically®. Several reasons
explain this trend. First, the sharp reduction in the
price of the properties allows buyers with some
savings to pay without the need to get a mortgage.
Second, banks have adjusted their risk parameters
and have decided to reduce their exposure to the
housing sector. Therefore, it is more difficult to get
a mortgage. In additional, conditional on approval,
the spread with respect to the reference interest
rate (Euribor) has multiplied from 4 to 6 during the
last year and a half. Finally, the return on alternative
investments, and in particular deposits, has gone
down quite significantly. Using data of Tecnocasa,
an intermediary in the residential housing market,

Proportion of house sales financed with a mortgage
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8 This trend makes the price indices based on appraisals less relevant since many sales would not require an appraisal.



we estimated that during the first quarter of 2013
the proportion of houses bought without external
finance was around 55%, and reached 60% in
Barcelona. The Spanish Official Association of
Notaries has estimated that close to 70% of all the
transactions take place without a mortgage (see
Exhibit 7). They calculate this figure dividing the
number of new mortgages for buying houses by
the sale of houses in urban buildings. Banco de
Sabadell claims that 70% of their sales during the
first semester of 2013 did not involve a mortgage.

The trend towards all-cash deals is associated
with the return of investors to the market. Using
the data of Tecnocasa, we estimate that 25%
of the buyers during the third quarter of 2013
were investors, mostly buying houses of less
than 100,000 euros. We should notice that the
recovery of the US market started also with a rush
of investors buying cheap properties ($70,000-
$100,000) to convert them to rentals. This process
was accompanied by a sizeable increase in the
percentage of all-cash sales. For instance, during
the first quarter of 2013, 65% of homes in Miami

Exhibit 8

The Spanish housing market: Is the adjustment over?

were sold in all-cash deals compared with 16%
in 2007. The national proportion for all-cash
purchases in the US shows a large increase in
recent years, although there is some controversy
on the level: the National Association of Realtors
(NAR) sets the most recent proportion at 31% while
Goldman Sachs says it reaches 57% and Realty
Trac estimates 40%. The NAR also estimates that
70% of all Miami investors paid cash.

Thirdly, foreign buyers are coming back to the
Spanish real estate sector. Exhibit 8 shows that
foreign investment in the Spanish real estate
sector is growing at 16%. In the past the behavior
of foreign investors tended to anticipate changes
in the evolution of the sector. Foreign investment
went down at the beginning of 2005 in anticipation
of the bursting of the bubble. However, the
proportion of foreign real estate investment over
GDP is still far from the pre-bursting levels, although
it has grown since the minimum of 2010. Another
measure of the growing importance of foreigners
in the Spanish real estate market is the proportion
of foreigners buying real estate as reported by the

Foreign investment in the Spanish real estate market
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Registry. During the first quarter of 2013, foreign
buyers represented 17.5% of the transactions,
while in 2012, they accounted for around 12% and
one year before they represented around 10%.
Of those foreigners, 91.4% had their residence
in Spain.

A final indication is the interest of foreign funds,
especially during the last months, for buying
real estate properties in Spain. During the first
semester of 2013 the sales of non-residential
real estate reached almost 900 million euros
(DTZ Consulting), although the first quarter was
not especially positive. In clear contrast with the

There was a consensus among international
real estate investment fund managers that
prior to entry into the Spanish property
market, it was first necessary to see a few
large operations and, specifically, from the
SAREB. Recent SAREB operations BULL
and BERMUDAS have helped to improve
sentiment towards investment in Spanish
real estate.

situation in 2012°, when many large operations
had Spanish buyers like Amancio Ortega’,
international funds are betting on Spanish
real estate properties. Table 2 compiles some
relevant real estate deals and a few pending
operation during 2013. It also shows that the
activity of international investors has accelerated
during July and August. There was a consensus
among international real estate investment fund
managers that prior to entry into the Spanish
property market, it was first necessary to see a
few large operations and, specifically, from the

SAREB. Recent SAREB operations BULL and
BERMUDAS have helped to improve sentiment
towards investment in Spanish real estate (See
Table 2).

It is certainly true that some of these operations
were not simple transactions of packages of real
estate properties for cash. For instance, when a
real estate subsidiary of a nationalized bank is
sold, the operation does not entail the transfer
of any property but the right to manage the
contracts of SAREB and get (part of) the fees and
commissions for selling properties. Project BULL
is not a simple operation either. US private equity
fund HIG (51%) and SAREB (49%) will share
a Bank Asset Trust, or FAB (Fondo de Activos
Bancarios) in its Spanish initials. The model is
vendor financed, which means that SAREB will
finance part of the price paid by Bayside Capital,
an HIG Capital affiliate. Banco de Sabadell has
sold a securitization vehicle that has 953 houses
of former savings bank CAM as underlying assets.
Solvia, the real estate company of Banco de
Sabadell, will still be in charge of finding buyers
for them and will get fees for maintenance and
commissions for sales.

Many experts have argued that the participation
of SAREB in the real estate market would imply
a very strong downward pressure on housing
prices. This is not likely to be the case. Opposite
to what we hear frequently, SAREB is mostly a
depositary for real estate credits. Properties
(land and buildings in construction and finished)
account for only 11.3 billion of total assets of 50.7
billion. The total number of finished units for sale
represents a little more than 10% of the total stock
of new construction on sale''. The large acceleration
in the adjustment of house prices happened after
the Decrees for new provisions Guindos | and Il
that eliminated partly the incentives of banks to

9 Investment in real estate by international investors is very sensitive to Spanish macroeconomic conditions. Most of the investment
(42%) in 2012 took place during the fourth quarter after comments by Mario Draghi on doing whatever was necessary to keep the
Euro area safe. In 2012, foreign investors accounted for 46% of the investment.

0 Founding chairman of the Inditex fashion group. In early 2013, he was ranked as the third richest person in the world by Forbes

with a net worth of $57 billion.

" Notice that the units of SAREB include new constructions and existing homes.



Table 2
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Some relevant real estate operations during 2013

Month

February
April
April
May
June
June
June

June
July

July

July

July

July

July
August
August
August
August
August
August
September
September

September

Asset

Fontanella 6-8 (Barcelona)
Castellana 18 (Madrid)

Apt building

Ronda Sant Pere 5

Former headquarters of Altae
Hotel Vela (Starwood)

Public buildings (13)

Caspe 6 (Barcelona)

VPO Madrid (IVIMA): 1,860 houses
in rent control

@Mar Building

Los Alcores, Mirador de Cuenca
and Almazora

Serrano 60

Corte Inglés building (Plaza
Catalunya)

1,000 houses

Operation BULL: 939 houses and
750 others (parkings, etc.) plus
Operation BERMUDAS

VPO Madrid (IVIMA): 2,932 houses
Parque Principado

CXI Inmobiliaria

953 real estate properties in a
vehicle
Bankia Habitat

Servihabitat Gestion In (51%)

Serrano 83

Price

Seller (millions) Investor
Generalitat Catalunya 25 Avignon Capital
Deutsche Bank 42 Ram Bhavnani
Ayuntamiento de Madrid 42.5 Rilafe
Casacuberta Inmuebles 19 Deka inmobilien
Bankia 9 Norman Foster
FCC,Comsa-Ente, OHL y .

BCN Godia 200 Qatar Fund Diar
Generalitat Catalunya 172 AXA Real Estate
Longshore (Drago Capital) International investor
Blackstone
Comunidad de Madrid 128.5 (management Magic
Real Estate)
AXA Real Estate 17 Autonomy
Morgan Stanely y Grupo Lar 30 Incus Capital Advisors
La Caixa 42.5 Meyer Bergman
El Corte Inglés 100 IBA Capital Partners
BBVA Ap;%%. Baupost Group
SAREB 100 HIG CaplFaI (management
E)G lYIonthlsi)
SAREB 245 rlington Loan
SRS EaLRYM e
ggﬂ:rgdaggzy aG(Ims | 2.2 (management by Azora)
Investorsy oba 145 Intu Properties
Catalunya Banc 40 Kennedy Wilson y Varde
Partners
Banco Sabadell
. Cerberus Capital
o 1
Bankia 40-90 Management
La Caixa 127-189%2  Texas Pacific Group
DAFOR 14.6 Crescendo

Note: Transaction prices are based on publicly available information.
" Depending on the degree of development of the business plan.

2 Final value will depend on the volume of assets of Caixabank that will be managed by Servihabitat over the next

five years.
Operation Seller Description
Operation HARVEST SAREB 22 real estate pieces (land), 5,700 ha
Operation RUNNER SAREB 35% park Corredor (Torrejon de Ardoz)
Operation BLUE SAREB Package of resorts
Operation TEIDE SAREB Buildings finished and in construction
Operation CORONA SAREB Office space rented in Madrid

Public buildings

Source: Author’s elaboration.

Spanish Government

15,135 public buildings, residential and commercial
properties
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keep unrealistic appraisals for their repossessed
real estate properties.

Despite the above referenced trends in the
Spanish housing market, there are still two
important questions to address. The first one is
the evolution of the stock of new houses for sale.
Some calculations estimate the number at 811,000
houses at the end of the first semester of 20122,
The number has been around 800,000 since the
end of 2010, which means that the market is still
not able to absorb the new constructions, even
though they are much fewer than before. The
second question is the issue of the total amount of

Table 3

repossessed properties on the balance sheets of the
large banks that did not transfer most of their real
estate assets to SAREB. We already mentioned
that the largest private banks are selling their
repossessed properties much faster than in the
past. Despite this fact, they are accumulating real
estate properties, which means that the speed
of entrance of new properties on their balance
sheets is still faster than their ability to sell
them. Table 3 shows that the five largest banks
accumulated around 62 billion euros (Gross
accounting value) and they have increased
their holdings by 7% during the first semester of
2013. Around 72% of those assets come from

Repossessed properties by the largest Spanish private banks

End of 2012 End of June 2013  June 2013 Dec12-June 2013 June 2013
NAV  Coverage NAV Coverage GAV 2013 Increase NAV Coverage
From developers and construction firms
Santander 2,906 3,650 3,125 3,917 7,042 7.54% 55.62%
Popular 3,772 3,613 4,158 3,845 8,003 10.23% 48.04%
BBVA 4,001 4,893 3,876 4,987 8,863 -3.12% 56.27%
Sabadell 4,037 3,217 4,473 4,110 8,583 10.80% 47.89%
Grupo “La Caixa” 5,417 5,531 6,071 6,708 12,779 12.07% 52.49%
From households
Santander 707 454 728 446 1,174 2.97% 37.99%
Popular 665 351 732 379 1,111 10.08% 34.11%
BBVA 1,492 1,020 1,766 1,142 2,908 18.36% 39.27%
Sabadell 2,397 1,197 2,073 1,014 3,087 -13.52% 32.85%
Grupo “La Caixa” 1,458 946 1,599 1,240 2,839 9.67% 43.68%
Total

Santander 4,323 4,913 4,562 5,213 9,775 5.53% 53.33%
Popular 5,402 5,191 5,998 5,508 11,506 11.03% 47.87%
BBVA 5,873 6,103 6,081 6,489 12,570 3.54% 51.62%
Sabadell 6,712 4,735 6,643 5,463 12,106 -1.03% 45.13%
Grupo “La Caixa” 7,174 6,720 8,065 8,329 16,394 12.42% 50.81%
TOTAL 29,484 27,662 31,528 31,002 62,530 6.93% 49.58%

Note: NAV stand for Net Accounting Value. The Gross Accounting Value is abbreviated as GAV. Total includes
others plus capital instruments and financing of companies holding repossessed real estate.

Source: Financial information of banks (15 semester) and author’s calculations.

2 CatalunyaCaixa (2013), Informe sobre el sector inmobiliario residencial en Espana.



developers and construction firms, and 57% is
land. The repossessions from retail mortgages
account for 18% of the total. The increase in the
delinquency rate of retail mortgages can lead to
an acceleration of future repossessions. The net
accounting value adds up to 31 billion euros for
the five largest banks and it reaches 39 billion
euros for all the banks.

The future ahead

By now it is generally accepted that two ratios
are better suited to analyze the situation of the
housing market than prices'. The first indicator
is the price-to-rent ratio, which basically calculates
the return of the rental market. This ratio is relevant
for investors (especially today since the future of
the Spanish housing market goes through the
rental market) and for the demand for housing
services (to decide between buying and renting).

Italy

The Spanish housing market: Is the adjustment over?

The second indicator is the price over income,
which is the most relevant indicator for local
demand. Exhibit 9 shows the OECD estimation
of both indicators with respect to the long term
average for a large sample of countries. In the
United States, house prices have undershot and
they are rising. In fact the Case-Shiller’s 20-cities
composite index has grown at an annual rate of
12.1% in the year ending in June of 2013, although
it is slowing down. Housing prices seem to be also
undervalued in Ireland and they are stabilizing.
Spain belongs to the group of countries in which
there is overvaluation but house prices are still
falling. The OECD price-income index shows an
overvaluation of 15% while the price-rent ratio sets
the overvaluation at 8%'4. However, these indices
are sensitive the determination of the period to
calculate the long run average and the definition
of the variables. If we use household disposable
income as a denominator of the second ratio and

Under-valuation

Exhibit 9
Price to rent ratio and price to income ratio: International comparisons
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3 Unfortunately, the European Union decided recently to include just the house price index in the macroeconomic excessive

imbalances procedure, instead of these two indicators.

4 The Economist uses a different reference period and finds the current overvaluation of Spanish residential properties to be
12.9% using the price to income ratio and 11.1% using the price to rent index.
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Economic indicators

Chart 8.1.- Public sector: Revenue, expenditure Chart 8.2.- Public sector: Main revenues
and deficit (a) Percentage of GDP, 4-quarter moving averages
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Table 9
Public sector balances, by level of Government
Forecasts in blue

Deficit Debt
Central Regional Local Social TOTAL Central Regional Local Social G TOAL
Government  Governments ~ Governments  Security Government Government Governments  Governments Security overpment
(consolidated)
EUR Billions, 4-quarter cumulated operations EUR Billions, end of period

2007 121 -2.3 -3.2 13.7 20.2 317.4 61.0 29.4 17.2 382.3
2008 -32.9 -18.2 -5.3 7.6 -48.9 367.1 72.6 31.8 17.2 437.0
2009 -98.0 -21.3 -5.9 8.1 -117.1 485.5 91.0 34.7 17.2 565.1
2010 -52.9 -39.6 -7.0 -1.9 -101.5 549.7 120.8 35.4 17.2 644.7
2011 (a) -36.6 -54.1 -9.0 -0.8 -100.4 622.3 141.4 35.4 17.2 736.5
2012 (a) -81.5 -18.4 -1.6 -10.1 -111.6 760.3 184.5 41.9 17.2 883.8
2013 -40.2 -15.4 0.0 -14.0 -69.6 - - - - 975.8
2014 -34.9 -10.4 0.0 -16.9 -62.3 - - - - 1,055.5
2011 | -48.6 -41.4 -6.2 -3.3 -99.5 581.9 126.7 37.3 17.2 685.7
Il -47.3 -39.6 -7.0 -3.3 -97.2 594.8 135.7 37.6 17.2 705.5

1] -45.0 -38.4 -7.6 -5.1 -96.0 598.0 137.6 36.7 17.2 708.6

\% -36.6 -54.1 -9.0 -0.8 -100.4 622.3 141.4 35.4 17.2 736.5

2012 | -45.0 -45.1 -9.4 0.0 -99.5 655.4 146.4 36.9 17.2 774.9
1l -56.2 -42.6 -7.7 27 -103.8 680.2 168.3 45.0 17.2 804.6

1] -55.3 -40.5 -6.6 -34 -105.8 695.5 167.5 43.8 17.2 817.2

\Y% -81.5 -18.4 -1.6 -10.1 -111.6 760.3 184.5 41.9 17.2 883.8

2013 | -77.3 -19.4 -0.5 -12.1 -109.3 796.8 189.6 42.8 17.2 922.8

Percentage of GDP, 4-quarter cumulated operations Percentage of GDP

2007 1.2 -0.2 -0.3 1.3 1.9 30.1 5.8 2.8 16 36.3
2008 -3.0 1.7 -0.5 0.7 -4.5 3387 6.7 2.9 1.6 40.2
2009 9.4 -2.0 -0.6 0.8 -11.2 46.4 8.7 3.3 1.6 54.0
2010 -5.1 -3.8 -0.7 -0.2 -9.7 52.6 11.6 3.4 1.6 61.7
2011 (a) -3.5 -5.2 -0.9 -0.1 -9.6 59.5 135 3.4 1.6 70.4
2012 (a) -7.9 -1.8 -0.2 -1.0 -10.8 73.9 17.9 4.1 1.7 85.9
2013 -3.9 -1.5 0.0 -1.4 -6.8 - - - - 95.3
2014 -3.3 -1.0 0.0 -1.6 -6.0 - - - - 101.1
2011 | -4.6 -4.0 -0.6 -0.3 -9.5 55.6 12.1 3.6 1.6 65.5
1l -4.5 -3.8 -0.7 -0.3 -9.3 56.7 12.9 3.6 1.6 67.2

1] -4.3 -3.7 -0.7 -0.5 -9.1 57.0 13.1 3.5 16 67.5

v -3.5 -5.2 -0.9 -0.1 -9.6 59.5 135 3.4 1.6 70.4

2012 | -4.3 -4.3 -0.9 0.0 -9.5 62.8 14.0 35 1.6 74.3
Il -5.4 -4.1 -0.7 0.3 -10.0 65.5 16.2 43 1.7 77.5

1] -5.3 -3.9 -0.6 -0.3 -10.2 67.2 16.2 4.2 17 79.0

[\ -7.9 -1.8 -0.2 -1.0 -10.8 73.9 17.9 4.1 1.7 85.9

2013 | -7.5 -1.9 -0.1 -1.2 -10.7 77.8 18.5 4.2 1.7 90.1

(a) Figures for Central Government and Total Government are including financial entities bail-out expenditures.
Sources: Bank of Spain (Financial Accounts of the Spanish Economy) and Funcas (Forecasts).
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Table 10
General activity and industrial sector indicators (a)

General activity indicators Industrial sector indicators

Electricity

Economic Senti- Composite Social Security consumption Industrial pro- ezt SHe-

Manufacturing Industrial Turnover Industrial

ment Index PMlindex Affiliates (f) (temperature duction index riitrzlil:gﬁlzi:tt;s PMlindex confidence index index deflated orders
adjusted)
Index Index Thousands 1000 GWH 20052100  1how Index ?a'i“"e of (2°°5f1°2) "’a'?“"e ci
2008 87.2 385 18,834 269.5 98.3 2,696 40.4 -18.0 96.8 -24.0
2009 83.3 40.9 17,657 256.9 82.7 2,41 40.9 -30.8 781 -54.5
2010 93.4 50.0 17,244 263.8 83.4 2,295 50.6 -13.8 80.4 -36.9
2011 93.4 46.6 16,970 261.3 82.2 2,232 47.3 -12.5 80.7 -30.7
2012 88.8 431 16,335 255.5 77.3 2,114 43.8 -17.5 76.8 -37.0
2013 (b) 90.8 46.9 15,838 167.8 78.1 2,023 476 -15.1 75.3 -31.9
2011 v 91.9 40.7 16,794 64.4 80.5 2,197 43.8 -16.5 79.6 -35.2
2012 | 92.5 45.0 16,630 64.9 78.9 2,166 44.9 -14.8 78.5 -35.3
I 89.6 41.7 16,426 64.1 775 2,133 42.2 -17.4 77.6 -36.5
1l 85.8 42.6 16,233 63.7 77.4 2,093 43.6 -20.0 77.0 -38.6
v 87.3 42.9 16,055 62.9 76.1 2,066 445 -17.9 76.1 -37.7
2013 | 88.9 455 15,918 62.6 76.1 2,042 45.7 -15.9 75.2 -34.9
Il 90.6 46.4 15,834 62.8 75.9 2,022 47.6 -15.4 747 -31.6
11l (b) 93.9 49.7 15,784 41.4 755 2,012 50.4 -13.5 - -27.7
2013 Jun 92.3 48.1 15,810 20.9 75.9 2,018 50.0 -14.2 74.5 -30.6
Jul 93.5 48.6 15,792 20.6 7515) 2,014 49.8 -14.2 - -29.4
Aug 94.3 50.8 15,775 20.8 - 2,009 51.1 -12.7 - -25.9

Percentage changes (c)

2008 - - 06 0.7 73 22 - - 82 -
2009 = = 6.2 47 158 -10.6 = = 193 =
2010 - - 23 2.7 0.8 438 - - 2.9 -
2011 = = 16 0.9 14 27 = = 0.4 =
2012 - - 37 22 6.0 53 - - 48 -
2013 (d) = = 37 28 27 5.1 = = 33 =
2011 v - - 33 6.9 6.6 5.1 - - 55 -
2012 | = = 3.9 28 78 5.5 = = 56 =
I - - 48 48 7.0 59 - - 45 -
n = = 46 24 03 73 = = 31 =
v - - 43 49 6.7 52 - - 47 -
2013 | = = 34 .57 0.2 45 = = 42 =
I - - 241 12 0.9 37 - - 29 -
11l () = = 13 42 21 A4 = = = =
2013 Jun - - 02 02 0.1 -0.1 - - 02 -
Jul = = 01 13 05 0.2 = = = =

Aug - - 01 0.6 - 0.2

(a) Seasonally adjusted, except for annual data. (b) Period with available data. (c) Annualized percent change from the previous
quarter for quarterly data, non-annualized percent change from the previous month for monthly data, unless otherwise indicated.
(d) Growth of available period over the same period of the previous year. (e) Annualized growth of the average of available
months over the monthly average of the previous quarter. (f) Excluding domestic service workers and non-professional caregivers.
Sources: European Commission, Markit Economics Ltd., M. of Labour, M. of Industry, National Statistics Institute, REE and Funcas.
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Table 11
Construction and services sector indicators (a)

Construction indicators Service sector indicators

Social Security Consump- Construction otel Services

Official Housing Housing BeEkl SEsuiy Turnover index Services Passenger air

(ﬁ)f:!t?'tjecstirn ctizomneor:t co?r:ig::ce tenders (f) starts (f) permits (f) ;frr:liizis(z) (nominal) PMI index ov;:;ght transport co?rf]ig::ce
Thousands Millon  Balance of EUR  Thou- Million 0~ 2005=100 | . (':"::::;‘ Million  Balance
ons responses Billions sands m (smoothed) thed) (smoothed) ponses
2008 2,340 427 -23.8 39.8 346.0 449 12,644 109.2 38.2 268.6 202.3 -18.8
2009 1,800 28.9 -32.3 39.6 159.3 19.4 12,247 94.5 41.0 253.2 186.3 -29.7
2010 1,559 245 -29.7 26.2 123.6 16.3 12,186 95.3 49.3 269.4 191.7 -22.5
2011 1,369 20.4 -55.4 13.7 86.3 141 12,176 94.3 46.5 286.8 203.3 -21.0
2012 (b) 1,136 13.5 -54.9 7.4 28.6 8.5 11,907 88.5 431 280.7 193.2 -21.5
2013 (b) 1,004 515) -55.5 3.7 - 3.0 11,702 84.6 46.9 157.6 105.3 -21.1
2011 IV 1,278 4.4 -563.6 2.6 18.2 29 12,128 92.8 40.2 711 50.1 -22.0
2012 | 1,218 3.8 -50.4 1.7 16.7 2.7 12,054 91.0 44.8 70.4 49.3 -15.3
Il 1,160 34 -52.2 24 1.9 2.2 11,952 89.4 42.4 69.7 48.5 -19.7
1] 1,105 3.2 -55.5 1.7 - 1.9 11,859 88.1 42.6 69.2 47.6 -26.7
\% 1,062 3.0 -61.4 1.5 - 1.7 11,772 86.8 42.6 68.7 46.5 -24.3
2013 | 1,028 2.8 -46.7 1.6 - 2.0 11,720 86.0 457 68.8 459 -27.0
] 1,000 2.7 -57.8 21 - 11 11,698 85.6 46.5 69.9 46.1 -21.0
111 (b) 987 - -65.2 - - - 11,702 - 49.5 23.6 15.5 -12.6
2013 Jun 994 0.9 -52.4 0.6 -- - 11,705 85.6 47.8 23.4 15.4 -18.0
Jul 989 - -61.1 - - - 11,701 - 48.5 23.6 15.5 -14.0
Aug 984 - -69.3 - - - 11,703 - 50.4 - - -11.1
Percentage changes (c)
2008 -10.0 -23.8 - -1.3 -43.8 -56.6 1.5 -3.7 - -1.2 -3.0 -
2009 -23.1 -32.3 - -0.4 -54.0 -56.8 -3.1 -13.4 - -5.7 -7.9 -
2010 -13.4 -15.4 - -33.9 -22.4 -16.1 -0.5 0.8 - 6.4 29 -
2011 -12.2 -16.4 - -47.9 -30.2 -13.2 -0.1 -1.1 - 6.4 6.0 -
2012 (d) -17.0 -33.9 -- -45.5 -43.0 -39.9 -2.2 -6.2 - -2.1 -5.0 -
2013 (d) -13.9 -24.2 - -11.5 - -27.3 2.2 -4.2 - -0.1 -5.6 -
2011 IV -17.8 -34.8 - -63.2 -46.3 -23.9 -1.7 -5.8 - -2.0 -4.4 -
2012 | -17.4 -42.9 - -50.7 -27.4 -30.5 -2.4 -7.3 - -4.1 -6.2 -
1] -17.6 -35.3 - -37.2 -56.2 -42.8 -3.4 -6.8 - -4.0 -6.3 -
1} -17.9 -21.6 - -53.4 - -45.7 -3.0 -5.7 - -3.1 -7.3 -
\% -14.5 -28.6 - -39.6 - -41.5 -2.9 -5.8 - -2.7 -8.8 -
2013 | -12.4 -17.2 - -9.0 - -27.7 -1.8 -3.7 - 1.0 -56.0 -
Il -10.4 -17.8 - -13.3 - -26.3 -0.8 -1.7 - 6.2 1.9 -
Il (e) -5.1 - - - - - 0.1 - - 5.0 27
2013 Jun -0.5 0.4 - 18.8 - - 0.1 -0.1 - 0.6 0.3 -
Jul -0.5 - -- - -- - 0.0 -- - 0.6 0.3 -
Aug -0.5 - - - - - 0.0 - - - - -

(a) Seasonally adjusted, except for annual data and (f). (b) Period with available data. (c) Annualized percent change from the previous quarter for
quarterly data, non-annualized percent change from the previous month for monthly data, unless otherwise indicated. (d) Growth of available period
over the same period of the previous year. (e) Annualized growth of the average of available months over the monthly average of the previous quarter.
(f) Percent changes are over the same period of the previous year. (g) Excluding domestic service workers and non-profesional caregivers.

Sources: European Commision, Markit Economics Ltd., M. of Labour, M. of Public Works, National Statistics Institute, AENA, OFICEMEN, SEOPAN
and Funcas.
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Table 13b
Labour market (ll)

2007
2008
2009
2010
2011
2012
2013 (c)
2011

2012

2013

2007
2008
2009
2010
2011
2012
2013 (d)
2011

2012

2013

Employed by sector

Agriculture Industry Co:(s)trr'uc- Services
Total
1 2 3 4 5=6+7
0.87 3.24 275 13.50 16.76
0.82 3.20 245 13.79 16.68
0.79 2.78 1.89 13.44 15.68
0.79 2.61 1.65 13.40 15.35
0.76 2.56 1.39 13.40 15.11
0.75 243 1.15 12.95 14.24
0.74 2.31 1.04 12.62 13.67
nm 071 2.58 1.37 13.50 15.18
IV 0.81 2.53 1.28 13.20 14.83
I 078 2.46 1.19 13.01 14.41
I 073 2.44 1.19 13.05 14.40
072 2.44 1.14 13.02 14.23
IV 078 2.38 1.07 12.72 13.93
I 072 2.32 1.05 12.55 13.61
I 076 2.30 1.02 12.70 13.72

A I pere tage chang
-2.0 -0.9 6.1 3.8 3.4
-5.5 -1.2 -10.7 21 -0.5
-4.0 -13.3 -23.0 -2.5 -6.0
0.9 -5.9 -12.6 -0.3 -2.1
-4.1 -2.1 -15.6 0.0 -1.6
-0.9 -4.9 -17.6 -3.3 -5.7
-1.6 -5.7 -12.9 -3.1 -5.1
nm  -6.1 -0.9 -17.8 -0.2 -1.8
IV 05 -3.7 -18.8 -1.6 -3.2
I -09 -3.2 -20.6 -2.4 -4.7
I -12 -5.4 -16.6 -3.7 -5.9
1] 1.8 -5.2 -17.1 -3.6 -6.2
v -3.0 -5.7 -15.9 -3.6 -6.1
I -6.8 -5.8 -11.5 -3.6 -5.5
I 39 -5.7 -14.2 -2.7 -4.7

Employed by professional situation

Employees

By type of contract

Temporary

6

Million (original data)

5.31
4.88
3.98
3.82
3.83
3.36
3.09
3.95
3.70
3.42
3.4
3.42
3.21
3.01
3.17

-3.8
-8.0
-18.4
-4.0
0.1
-12.1
-9.5
0.0
-2.5
-8.6
-12.7
-13.4
-13.5
-12.1
-6.9

Indefinite

7

11.45
11.80
11.70
11.52
11.28
10.88
10.58
11.23
11.12
10.99
10.99
10.81
10.72
10.60
10.55

7.1

3.0
-0.9
15
2.1
36
3.7
24
3.4
34
35
3.7
36
35
4.0

Temporary
employment
rate (a)

8=6/5

31.7
29.3
254
249
253
236
226
26.0
25.0
238
23.7
24.0
23.0
221
231

Difference

from one
year ago

-2.4
-2.4
-3.9
-0.5

0.4
Sl
-1.0

0.5

0.2
-1.0
-1.9
-2.0
-2.0
-1.6
-0.5

Se'f'y ‘;:;‘pm‘ Full-time  Part-time
9 10 1
3.60 17.96 2.40
3.58 17.83 2.43
3.21 16.47 242
311 16.01 245
3.00 15.60 2.50
3.04 14.73 2.55
3.04 14.00 2.7
2.98 15.76 2.40
298 15.35 246
3.02 14.93 2.51
3.02 14.82 2.60
3.09 14.83 2.49
3.03 14.36 2.60
3.02 13.97 2.66
3.06 14.03 275
A ] per t 3 h ~
16 3.3 1.6
0.5 -0.7 1.1
-10.3 7.6 -0.4
3.0 28 143
36 25 22
14 5.6 1.8
07 -5.9 6.1
37 -2.6 1.1
37 37 -0.6
03 4.2 24
03 -5.7 05
3.7 5.9 3.8
18 6.5 57
0.0 6.4 6.2
13 5.3 59

Employed by duration of the working-day

Part-time employ-
ment rate (b)

11.78
11.97
12.79
13.27
13.82
14.75
16.21
13.21
13.81
14.37
14.93
14.37
15.33
16.00
16.41

Difference
from one year
ago

-0.2
0.2
0.8
0.5
0.6
0.9
1.5
0.4
0.4
0.2
0.8
1.2
1.5
1.6
1.5

(a) Percentage of employees with temporary contract over total employees. (b) Percentage of part-time employed over total employed. (c) Period
with available data. (d) Growth of available period over the same period of the previous year.
Source: INE (Labour Force Survey).
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Table 14
Index of Consumer Prices
Forecasts in blue

% of total in

fotal Non-energy A Services Processed food -..
goods
6.41

2011 100.0 66.73 81.41 26.99 39.74 14.67 12.18 21.09
Indexes, 2011 = 100
2008 95.5 97.4 96.9 101.1 94.8 94.6 99.5 84.4 96.1
2009 95.2 98.2 97.7 99.8 97.0 95.4 98.2 76.8 96.3
2010 96.9 98.7 98.3 99.4 98.3 96.4 98.2 86.4 96.9
2011 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
2012 102.5 101.3 101.6 100.8 101.5 103.1 102.3 108.9 102.8
Annual percentage changes

2008 4.1 2.3 3.2 0.3 3.9 6.5 4.0 11.9 57
2009 -0.3 0.8 0.8 -1.3 24 0.9 -1.3 -9.0 0.2
2010 1.8 0.6 0.6 -0.5 1.3 1.0 0.0 12.5 0.7
2011 3.2 1.3 1.7 0.6 1.8 3.8 1.8 15.7 3.2
2012 25 1.3 1.6 0.8 1.5 3.1 23 8.9 2.8

2013 Jan 2.7 1.9 22 1.3 22 3.6 4.3 5.3 3.8
Feb 2.8 1.9 23 14 22 3.6 3.1 59 3.5

Mar 24 2.0 23 14 24 3.6 25 32 3.3

Apr 1.4 1.6 1.9 1.5 1.7 31 2.7 -25 3.0

May 1.7 1.8 2.0 1.5 2.0 29 4.9 -1.8 3.5

Jun 2.1 17 2.0 15 1.9 3.0 53 1.0 3.7

Jul 1.8 1.3 1.7 0.2 1.9 3.4 7.4 -0.4 4.6

Aug 1.5 1.2 1.6 0.4 1.7 3.3 7.6 22 4.6

Sources: INE and Funcas (Forecasts).
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Table 15

Other prices and costs indicators

2008
2009
2010
2011
2012
2013 (b)
2011 1\
2012 |
1]
1]
v
2013 |
1]
111 (b)
2013 May
Jun
Jul
2008
2009
2010
2011
2012
2013 (c)
2011 1\
2012 |
1]
1]
v
2013 |
1l
11l (c)
2013 May
Jun
Jul

GDP deflator (a)

2000=100
135.4
135.5
135.6
135.6
135.6
136.6
135.6
135.5
135.5
135.7
135.6
136.7
136.4

24
0.1
0.1
0.0
0.0
0.8
0.0
-0.1
-0.1
0.2
0.0
0.9
0.7

Industrial producer

S Housing prices Labour Costs Survey
Urban land pri- Total
Total excluding Housing Price m? average price ces\/(v“g};l;bllc Tgiltfgg:‘" Wage costs Other cost Iig:; r
energy Index (INE) (M. Public Works) - per worker  per worker per hour
worked
2005=100 2007=100 2000=100
116.3 113.6 98.5 100.7 91.1 137.5 134.8 145.6 142.5
112.4 111.0 91.9 93.2 85.8 142.3 139.2 151.8 150.5
116.5 113.0 90.1 89.6 74.8 142.8 140.4 150.2 151.4
124.6 117.7 83.4 84.6 69.8 144.5 141.9 152.5 154.8
129.3 119.7 72.0 77.2 65.4 143.6 141.1 151.3 154.7
129.9 120.9 64.4 73.0 56.4 143.1 140.0 152.7 149.1
1255 117.8 79.4 82.8 65.5 151.7 151.3 152.9 163.6
128.7 118.5 75.4 80.2 63.7 142.2 137.9 155.1 144.7
128.4 119.4 73.0 78.1 70.2 146.5 145.3 150.2 154.1
130.2 120.2 70.2 76.1 60.4 138.8 135.2 149.7 159.8
129.9 120.7 69.2 745 67.3 146.9 145.8 150.2 160.0
130.8 121.2 64.7 739 56.4 140.2 135.5 154.6 147.8
129.0 120.7 64.2 721 - 146.0 144.5 150.8 150.3
130.2 120.3 - - - - - - -
129.5 120.7 - - - - - - -
129.5 120.5 - - - - - - -
130.2 120.3 - - - - - - -
A I percent
6.5 4.5 -1.5 0.7 -8.9 4.8 5.1 4.1 4.6
-3.4 -2.3 -6.7 -7.4 -5.8 BY5) 3.2 4.3 5.6
3.7 1.8 -2.0 -3.9 -12.8 0.4 0.9 -1.1 0.6
6.9 4.2 -7.4 -5.6 -6.7 1.2 1.0 1.6 22
3.8 1.7 -13.7 -8.7 -6.4 -0.6 -0.6 -0.8 -0.1
1.0 1.5 -13.2 -7.8 -11.5 -1.4 -1.8 -0.3 21
5.9 29 -11.2 -6.8 -19.9 1.6 14 22 25
52 25 -12.6 =72 -16.4 1.1 1.2 0.9 1.4
26 1.0 -14.4 -8.3 -8.6 -0.3 0.0 -1.4 0.7
3.9 1.7 -15.2 -9.5 -0.7 -0.1 0.3 -0.9 0.0
3.5 25 -12.8 -10.0 27 -3.2 -3.6 -1.8 -2.2
1.6 23 -14.3 -7.9 -11.5 -1.4 -1.8 -0.3 21
0.5 1.1 -12.0 -7.8 - -0.3 -0.6 0.4 -24
0.0 0.1 - - - - - - -
0.0 1.9 - - - - - - -
-0.6 1.3 - - - - - - -
0.8 1.0 - - - - - - -

(a) Seasonally adjusted. (b) Period with available data. (c) Growth of available period over the same period of the previous year.
Sources: M. of Public Works, M. of Labour and INE (National Statistics Institute).

Wage increa-
ses agreed
in collective
bargaining

3.6
23
1.5
21
1.3
0.7
21
22
1.7
1.3
1.3
0.6
0.7
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Table 16
External trade (a)

Exports of goods Imports of goods Exports to EU Exports to ToeE e Balance of Balancg of
Nominal Prices Real Nominal Prices Real countries cr(])?]r:tﬁgs EiigeeEs gd?r?g Zs:fgl;l;/_ gozilslrmEZSEU
EUR Billions 20052100 EUR 2005100 EUR Billions
Billions
2008 189.2 109.0 112.0 283.4 109.1 1.5 130.8 58.5 -94.2 -50.7 -26.3
2009 159.9 101.6 101.5 206.1 96.2 92.0 110.5 49.4 -46.2 -18.8 -9.1
2010 186.8 103.2 116.7 240.1 100.6 102.4 126.3 60.5 -563.3 -17.9 -5.0
2011 215.2 108.2 128.4 263.1 109.1 103.5 142.4 729 -47.9 -4.0 34
2012 222.6 110.4 1314 253.4 114.2 95.9 139.9 82.8 -30.8 15.8 12.6
2013 (b) 118.7 109.4 1411 1245 109.8 99.1 73.9 448 -5.8 15.7 10.5
2011 I 54.6 108.7 130.0 65.1 110.4 101.9 356 18.9 -10.5 0.2 1.8
v 55.7 110.1 130.9 65.2 112.3 100.2 36.4 19.3 -9.5 -0.2 1.4
2012 | 55.0 110.1 129.3 65.9 114.8 99.1 351 19.9 -10.9 1.5 1.9
Il 55.0 108.3 131.5 63.0 112.8 96.6 34.5 20.5 -8.1 3.8 2.9
1] 57.1 110.6 133.7 63.6 114.8 95.6 34.7 22.5 -6.4 5.5 2.9
[\ 58.1 112.5 133.7 61.1 1145 92.1 35.7 22.4 -3.0 7.3 4.9
2013 | 57.3 108.9 136.1 61.5 111 95.6 34.5 22.8 -4.2 7.2 3.8
Il 62.0 109.8 146.0 63.6 107.0 102.7 38.6 23.4 -1.6 8.5 6.0
106 2013 Apr 211 110.2 148.7 22.4 106.4 109.2 12.7 8.4 -1.3 2.8 1.7
May 20.2 107.9 1457 20.4 104.9 100.9 12.5 7.7 -0.2 2.6 2.0
Jun 20.6 1.5 143.7 20.7 109.8 97.8 13.4 7.3 -0.1 3.1 2.4
Percentage changes (c) Percentage of GDP
2008 23 1.6 0.7 -0.6 4.1 -4.5 -0.1 8.0 -8.7 -4.7 -2.4
2009 -15.5 -6.7 9.4 -27.3 -11.8 -17.5 -15.5 -15.5 -4.4 -1.8 -0.9
2010 16.8 1.6 15.0 16.5 4.6 1.3 14.3 225 -5.1 -1.7 -0.5
2011 15.2 4.8 10.0 9.6 8.5 11 12.7 20.5 -4.6 -0.4 0.3
2012 3.8 2.0 1.7 -2.8 4.6 =71 -1.8 13.6 -3.0 1.5 1.2
2013 (d) 8.0 0.1 7.8 -3.2 -4.3 1.2 4.7 18.3 - - -
2011 1} 8.4 4.7 3.6 3.6 12.3 -7.8 9.0 7.3 -4.0 0.1 0.7
v 8.6 5.4 2.9 0.4 7.3 -6.4 8.8 8.1 -3.6 -0.1 0.5
2012 | -4.9 -0.2 -5.0 4.5 9.1 -4.2 -13.3 12.5 -4.2 0.6 0.7
Il -0.2 -6.5 7.0 -16.1 -6.9 -9.9 -6.5 1.9 -3.1 (=5 1.1
L] 16.5 9.0 71 3.2 7.4 -4.0 1.6 451 -2.5 21 1.1
\Y 7.2 741 -0.1 -14.7 -1.0 -13.7 12.1 -0.1 -1.2 2.9 1.9
2013 | -5.6 -12.3 74 3.0 -11.4 16.0 -125 6.1 1.7 2.8 15
Il 37.0 33 324 14.2 -14.0 332 56.5 47.0 -0.6 33 24
2013 Apr "7 3.0 8.5 211 -3.9 26.0 18.1 3.2 - - -
May -4.0 -2.1 -2.0 -8.9 -1.4 -7.6 -1.8 =73 = = =
Jun 1.9 3.3 -1.4 1.4 4.7 -3.1 7.0 -6.2 - -- -

(a) Seasonally adjusted, except for annual data. (b) Period with available data. (c) Annualized percent change from the previous quarter for quarterly
data, non-annualized percent change from the previous month for monthly data. (d) Growth of available period.
Source: Ministry of Economy.
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Table 17
Balance of Payments (according to IMF manual)
(Net transactions)

Current account Financial account
Capital C::Znt Financial account, excluding Bank of Spain o
Total Goods Services Income Tansfers @ccount azzgi}ﬁlts . - PN G (1 [N E— Bg;:i:f omissions
Sl investment investment It derivatives
ment
1=42++53+ 2 3 4 5 6 7=1+6 8??:113" 9 10 11 12 13 14
EUR billions
2007 -105.27 -91.12 2305  -30.06 -7.15 458  -100.69 86.68 -53.18 104.26 39.69 -4.09 14.32 -0.31
2008 -104.68 -85.59 25.79 -35.48 -9.39 5.47 -99.20 70.00 1.55 -0.20 75.72 -7.06 30.22 -1.02
2009 -50.54 -41.61  25.083 -25.93 -8.03 4.22 -46.32 41.52 -1.92 44.82 4.66 -6.05 10.46 -5.67
2010 -46.96 -48.17  28.04 -19.93 -6.90 6.29 -40.67 27.63 1.53 28.73 -11.23 8.61 15.70 -2.66
2011 -39.79 -42.33 3463 -2571 -6.37 5.47 -34.32 -80.46 -7.02 -27.55 -43.92 -1.97 109.14 5.63
2012 -11.52 -25.67  36.98 -18.72 -4.12 6.59 -4.93 -174.34 24.23 -55.84  -151.04 8.31 173.52 5.75
2013 (a) 1.36 -2.71 17.06 -6.94 -6.06 3.89 5.25 39.80 6.99 -11.62 42.47 1.96 -50.51 5.45
2011 1] -6.80 -10.87 13.18 -7.80 -1.31 1.25 -5.55 -31.46 1.73 -14.22 -17.68 -1.29 39.02 -2.01
\% -8.59 -10.56 7.37 -5.94 0.53 1.31 -7.29 -70.27 2.38 -16.43 -565.97 -0.26 75.29 2.27
2012 | -13.82 -9.06 5.80 -6.28 -4.28 0.67 -13.15 -97.65 6.82 -39.85 -67.41 2.78 105.57 5.23
108 I -3.16 -6.59 9.39 -4.70 -1.25 1.72 -1.44 -127.47 -2.55 -46.64 -77.87 -0.40 131.22 -2.31
1] 1.28 -6.51 14.51 -4.45 -2.26 1.52 2.79 0.77 2.98 4.16 -11.09 4.72 -3.27 -0.29
v 4.18 -3.51 7.29 -3.28 3.67 2.68 6.86 50.02 16.98 26.50 5.33 1.21 -60.01 3.13
2013 | -3.27 -2.56 6.82 -3.88 -3.64 1.38 -1.89 43.44 4.16 -0.17 39.00 0.45 -38.77 -2.79
Il 4.62 -0.15 10.25 -3.06 -2.41 2.52 7.14 -3.64 2.83 -11.45 3.47 1.51 -11.74 8.24
2013  Apr -0.34 -0.91 242 -0.94 -0.92 0.94 0.60 1.96 1.90 -3.78 2.77 1.07 -6.49 3.93
May 2.40 0.70 3.51 -0.90 -0.91 1.38 3.78 -5.06 0.47 3.75 -8.59 -0.69 -3.30 4.58
Jun 2.57 0.06 4.31 -1.22 -0.58 0.20 2.76 -0.54 0.46 -11.41 9.29 1.12 -1.95 -0.27
Percentage of GDP
2007 -10.0 -8.7 22 29 -07 0.4 -9.6 8.2 -5.0 9.9 3.8 -0.4 1.4 0.0
2008 -9.6 -7.9 2.4 3.3 -09 0.5 -9.1 6.4 0.1 0.0 7.0 -0.6 2.8 -0.1
2009 -4.8 -4.0 24 -25 -08 0.4 -4.4 4.0 -0.2 43 0.4 -0.6 1.0 -0.5
2010 -4.5 -4.6 2.7 -1.9 -07 0.6 -3.9 2.6 0.1 27 -1.1 0.8 1L -0.3
2011 -3.8 -4.0 3.3 25 -06 0.5 -3.3 -7.7 -0.7 -2.6 -4.2 -0.2 10.4 0.5
2012 -1.1 -25 3.6 -1.8  -04 0.6 -0.5 -16.9 24 -5.4 -14.7 0.8 16.9 0.6
2011 I 2.7 -4.3 52 -3.1 -05 0.5 -2.2 -12.5 0.7 -5.7 -7.0 -0.5 15.5 -0.8
[\ -3.2 -3.9 2.8 -2.2 0.2 0.5 -2.7 -26.2 0.9 -6.1 -20.9 -0.1 28.1 0.8
2012 | -5.4 -3.6 2.3 25 17 0.3 -5.2 -38.5 2.7 -15.7 -26.6 1.1 41.6 2.1
Il -1.2 -25 815/ -1.8  -05 0.6 -0.5 -48.1 -1.0 -17.6 -29.4 -0.2 49.6 -0.9
1] 0.5 -2.6 5.9 -1.8  -0.9 0.6 1.1 0.3 1.2 1.7 -4.5 1.9 -1.3 -0.1
v 1.6 -1.3 2.8 -1.2 1.4 1.0 2.6 19.0 6.5 10.1 2.0 0.5 -22.8 1.2
2013 | -1.3 -1.0 27 -16  -15 0.6 -0.8 17.4 17 -0.1 15.6 0.2 -15.5 -1.1
Il 1.8 -0.1 3.9 -1.2 09 1.0 2.7 -1.4 11 -4.4 18 0.6 -4.5 3.1

(a) Period with available data.
Source: Bank of Spain.
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Table 18
State and Social Security System budget

State Social Security System
National accounts basis Revenue, cash basis (a) Accrued income Expenditure
Surplu§ or Revenue Expenditure Total Direct taxes Indirect taxes Others Rl o Whi?h’ §ocial Total ol WhiCh’
deficit contributions pensions
1=2-3 2 3 4=5+6+7 5 6 7 8=9-11 9 10 11 12
EUR billions, 12-month cumulated
2007 124 165.3 152.9 214.2 121.0 78.9 14.4 14.7 116.7 103.7 102.0 81.8
2008 -33.2 132.6 165.8 188.7 102.0 70.7 16.0 14.6 124.2 108.7 109.7 86.9
2009 -99.1 105.8 204.9 162.5 87.5 55.7 19.3 8.8 123.7 107.3 114.9 92.0
2010 -51.6 141.9 193.5 175.0 86.9 71.9 16.3 24 122.5 105.5 120.1 97.7
2011 (b) -31.6 137.5 169.1 177.0 89.6 71.2 16.1 -0.5 121.7 105.4 1221 101.5
2012 (b) -43.7 122.7 166.4 2154 96.2 71.6 47.7 -5.8 118.6 101.1 124.4 105.5
2013 (c) -45.1 60.7 105.8 108.0 50.3 45.1 12.6 4.2 76.6 57.7 724 63.0
2013 May  -40.7 126.2 166.9 212.7 93.1 715 48.1 -5.9 119.6 99.6 125.6 107.3
Jun  -40.2 128.0 168.1 2125 921 73.4 47.0 -4.5 121.4 99.2 125.9 107.7
Jul  -40.6 131.2 171.8 189.6 93.0 74.4 222 -4.0 122.6 98.9 126.5 108.3
1 10 Annual percentage changes
2007 - 9.7 7.3 12.1 18.1 3.4 16.4 - 9.7 8.3 8.4 7.9
2008 - -19.8 8.4 -11.9 -15.7 -10.4 1.1 - 6.5 4.8 7.6 6.2
2009 - -20.2 23.6 -13.9 -14.2 -21.2 204 - -0.5 -1.3 4.7 5.9
2010 - 34.2 -5.5 7.7 -0.7 29.1 -15.7 - -1.0 -1.7 45 6.2
2011 (b) - -3.1 -12.6 1.1 3.1 -0.9 -0.8 - -0.7 -0.1 1.7 3.9
2012 (b) - -10.8 -1.6 217 7.3 0.5 195.9 - -2.5 -4.0 1.9 3.9
2013 (d) - 16.3 54 -19.3 -5.9 6.7 -67.0 - 54 -3.6 3.0 4.7
2013  May - -7.3 -5.3 20.3 4.4 45 150.3 - 24 -4.9 1.6 41
Jun - -5.0 1.7 18.9 22 7.8 129.7 - -1.3 -4.9 1.9 4.2
Jul - -3.9 -3.4 -8.1 0.7 10.2 -52.4 - -0.3 -5.0 1.6 4.1
Percentage of GDP, 12-month cumulated
2007 1.2 15.7 14.5 20.3 1.5 7.5 14 1.4 11.1 9.8 9.7 7.8
2008 -3.0 12.2 15.2 17.3 9.4 6.5 15 1.3 11.4 10.0 10.1 8.0
2009 -95 10.1 19.6 15.5 8.4 53 1.8 0.8 11.8 10.3 11.0 8.8
2010 -4.9 13.6 18.5 16.7 8.3 6.9 1.6 0.2 1.7 10.1 11.5 9.3
2011 (b) -3.0 13.1 16.2 16.9 8.6 6.8 1.5 0.0 11.6 10.1 1.7 9.7
2012 (b) -4.3 11.9 16.2 20.9 9.3 7.0 4.6 -0.6 11.5 9.8 12.1 10.3
2013 -4.4 59 10.4 10.6 4.9 4.4 1.2 0.4 75 5.6 71 6.2
2013  May -4.0 12.3 16.3 20.8 9.1 7.0 4.7 -0.6 11.7 9.7 12.3 10.5
Jun -39 125 16.4 20.8 9.0 7.2 4.6 -0.4 11.9 9.7 12.3 10.5
Jul 4.0 12.8 16.8 18.5 9.1 7.3 22 -0.4 12.0 9.7 12.4 10.6

(a) Including the regional and local administrations share in direct and indirect taxes. (b) State figures doesn’t include financial entities bail-out
expenditures. (c) Cumulated since January. (d) Percent change over the same period of the previous year.
Sources: M. of Economy and M. of Labour.
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Table 19
Monetary and financial indicators

Interest rates (percentage rates) Credit stock (EUR billion)
) ) Credit to_ Contril_)ution of Sk e
10 year Bonds Gsezrr::: gl.llt:d ;'roeléslt":g Cgr:?i?tr?: ' 22?;;2?:;;'1&: TOTAL  Government Non-ﬁnapcial Households Spatgl?\??)MFl (IBEX-35)
(basis points) households households (less than 1 corporations
million)
Average of period data End of period data
2007 4.3 74 5.3 9.8 5.8 2,470.5 382.3 1,213.8 874.4 - 15,182.3
2008 4.4 36.0 5.8 10.9 6.4 2,655.3 437.0 1,307.0 911.3 - 9,195.8
2009 4.0 70.5 34 10.5 4.7 2,767.0 565.1 1,298.6 903.3 - 11,940.0
2010 4.2 146.5 26 8.6 43 2,844.5 644.7 1,301.6 898.1 - 9,859.1
2011 54 2774 35 8.6 5.1 2,862.4 736.5 1,255.0 871.0 - 8,563.3
2012 5.8 427.9 34 9.1 5.6 2,854.2 883.8 1,136.5 833.8 - 8,167.5
2013 (a) 4.7 320.1 3.2 9.6 5.7 2,849.8 943.7 1,082.6 807.4 - 8,290.5
2011 \ 5.7 365.1 3.7 9.1 5.4 2,862.4 736.5 1,255.0 871.0 - 8,563.3
2012 | 5.2 334.7 3.8 9.7 5.5 2,885.9 7749 1,252.2 858.7 - 8,008.0
Il 6.2 462.8 815 8.7 5.7 2,892.7 804.6 1,232.4 855.7 - 7,102.2
1] 6.4 500.5 3.3 9.2 5.7 2,867.6 817.2 1,209.6 840.8 - 7,708.5
\% 5.6 413.6 3.1 8.8 515) 2,854.2 883.8 1,136.5 833.8 - 8,167.5
2013 | 5.1 353.5 3.2 9.5 5.6 2,852.8 922.8 1,110.6 819.4 - 7,920.0
1 1 2 I 4.5 308.9 3.2 9.6 5.7 2,849.8 943.7 1,091.8 814.4 - 7,762.7
11l (a) 4.6 286.9 3.2 9.8 5.6 - - 1,082.6 807.4 - 8,290.5
2013 Jun 4.7 305.0 32 9.5 5.5 2,849.8 943.7 1,091.8 814.4 - 7,762.7
Jul 4.7 303.2 3.2 9.8 5.6 - - 1,082.6 807.4 - 8,433.4
Aug 4.5 270.5 - - - - - - - - 8,290.5
Percentage change from same period previous year (b)
2007 - - - - - 12.3 -2.2 17.7 125 15.1 7.3
2008 - - - - - 7.8 14.3 8.2 4.4 7.7 -39.4
2009 - - - - - 4.0 29.3 -1.4 -0.3 -0.8 29.8
2010 - - - - - 3.2 141 0.6 0.2 2.2 -17.4
2011 - - - - - 1.6 14.2 -2.0 -24 -1.6 -13.1
2012 - - - - - 1.3 20.0 -6.1 -3.8 0.1 -4.6
2013 (c) - - - - - 0.8 17.3 -6.4 -4.2 0.8 1.5
2011 \ - - - - - 1.6 14.2 -2.0 -2.4 -1.6 0.2
2012 | - - - - - 1.6 13.0 -1.5 -2.7 -0.9 -6.5
1l - - - - - 1.2 14.0 -2.9 -3.1 -2.6 -11.3
1] - - - - - 0.9 15.3 -4.1 -3.6 -3.6 8.5
\% - - - - - 1.3 20.0 -6.1 -3.8 0.1 6.0
2013 | - - - - - 1.0 191 -6.8 -4.0 -0.5 -3.0
Il - - - - - 0.8 17.3 -6.5 -4.3 -0.4 -2.0
11 (c) - - - - - - - -6.4 -4.2 0.8 -
2013 Jun - - - - - 0.8 17.3 -6.5 -4.3 -0.4 -6.7
Jul - - - - - - - -6.4 -4.2 0.8 8.6
Aug - - - - - - - - - - -1.7

(a) Period with available data. (b) Percent change from preceeding period. (c) Growth of available period over the same period of the previous year.
Source: Bank of Spain.
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Chart 19.1.- 10 year bond yield
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Chart 19.2.- Credit stock growth
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Table 20

Competitiveness indicators in relation to EMU

2007
2008
2009
2010
2011
2012
2013 (a)
2011
2012

2013

2013

2007
2008
2009
2010
2011
2012
2013 (b)
2011
2012

2013

2013

Il (a)
Jun
Jul

Aug

Il

11 (b)
Jun
Jul
Aug

Relative Unit Labour Costs in industry
(Spain/EMU)

Relative
productivity

-0.8
19
10.3
-1.4
1.3
4.6

Relative
wages

1998=100

108.8
110.9
114.5
112.3
110.4
109.7

4.1
1.9
3.3
-2.0
-1.7
-0.6

Relative ULC

Annual percentage changes

4.9
0.0
-6.4
-0.5
-2.9
-5.0

Harmonized Consumer Prices

Spain

106.5
110.9
110.6
112.9
116.3
119.2
120.7
117.6
116.7
119.4
119.3
121.4
119.9
121.6
120.5
121.7
120.4
120.7

2.8
41
-0.2
20
3.1
24
22
27
1.9
1.9
28
3.2
28
1.8
1.8
22
1.9
1.6

EMU Spain/EMU
2005=100
104.4 102.0
107.8 102.9
108.1 102.3
109.9 102.7
112.9 103.1
1156.7 103.0
117.0 103.1
114.1 103.1
114.4 102.0
115.9 103.0
115.8 103.0
116.8 104.0
116.5 102.9
117.6 103.5
1171 102.9
17.7 103.5
1171 102.8
117.2 103.0
Differential
2.1 0.7
3.3 0.8
0.3 -0.5
1.6 0.4
2.7 0.3
25 -0.1
1.6 0.6
29 -0.2
2.7 -0.8
25 -0.6
25 0.2
23 0.9
1.9 0.9
1.4 0.4
15 0.3
1.6 0.6
1.6 0.3
1.3 0.3

Spain

109.2
116.3
112.4
116.5
124.6
129.3
129.9
125.5
128.7
128.4
130.2
129.9
130.8
129.0
130.1
129.5
130.1

Producer prices

EMU

2005=100
107.8
114.2
108.7
111.6
118.1
121.6
121.8
119.2
120.9
121.3
122.0
122.2
122.4
121.3
1215
121.2
121.5

Annual percentage

3.6
6.5
-3.4
3.7
6.9
3.8
1.0
59
4.6
3.1
39
3.5
1.6
0.5
0.8
1.3
0.8

changes
25
6.0
-4.8
2.7
5.8
3.0
0.5
53
4.0
2.7
2.7
24
1.2
0.0
0.2
0.3
0.2

(a) Period with available data. (b) Growth of available period over the same period of the previous year.

Sources: Eurostat and Bank of Spain.

Spain/EMU

101.3
101.8
103.4
104.4
1056.5
106.3
106.7
105.3
106.5
105.8
106.7
106.3
106.8
106.4
107.1
106.9
107.1

Differential

1.1
0.6
1.4
1.0
1.1
0.8
0.4
0.7
0.6
0.4
1.3
1.0
0.4
0.5
0.6
1.0
0.6

Real Effective
Exchange Rate
in relation to
developed countries
1999 1 =100
11.9
114.5
114.0
112.9
113.1
1M1.7
113.2
112.8
110.8
111.8
1111
113.1
112.7
113.7
113.8
113.0




Chart 20.1.- Relative Unit Labour Costs in industry (Spain/EMU)
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Table 21a

Imbalances: International comparison (1)
In blue: European Commission Forecasts

2005
2006
2007
2008
2009
2010
2011
2012
2013
2014

2005
2006
2007
2008
2009
2010
2011
2012
2013
2014

Source: European Commission.

Government net lending (+) or borrowing (-)

Spain

1.5
233
20.2
-48.9
-117.1
-101.5
-100.4
-111.6
-68.7
-75.5

1.3
24
1.9
-4.5
-11.2
-9.7
-9.4
-10.6
-6.5
-7.0

EMU

-207.7
-118.5

-62.5
-197.1
-567.1
-569.0
-390.2
-351.8
-275.2
-271.0

-25
-1.4
-0.7
21
-6.4
-6.2
-4.1
-3.7
219
-2.7

USA

-402.9
-272.8
-385.1
-913.4

-1,647.4

-1,626.6

-1,517.3

-1,392.3

-1,119.9

-1,005.7

-3.2
-2.0
-2.8
-6.4
-11.9
-11.3
-10.1
-8.9
-6.9
-5.9

UK

-43.1
-36.6
-39.7
-72.6
-159.9
-149.3
-118.4
-97.8
-108.0
-102.9

-3.4
2.7

Spain

Government gross debt

EMU

USA

Billions of national currency

392.5 5,729.9 8,502.9
391.1 5,884.1 8,837.5
382.3 5,994.3 9,328.4
437.0 6,490.0 10,7971
565.1 7,137.4 12,445.9
644.7 7,852.6 14,236.9
736.5 8,295.2 15,456.0
883.9 8,794.6 16,777.3
960.0 9,157.3 17,873.2
1,037.9 9,466.0 18,866.3
Percentage of GDP

43.2 70.3 67.7
39.7 68.7 66.4
36.3 66.4 66.8
40.2 70.2 75.9
53.9 80.0 89.5
61.5 85.6 98.7
69.3 88.0 103.1
84.2 92.7 107.6
91.3 95.5 110.6
96.8 96.0 111.3

UK

533.2
5771
624.7
753.6
950.8
1,164.8
1,295.4
1,387.4
1,505.0
1,607.9

422
43.3
44.2
52.3
67.8
79.4
85.5
90.0
95.5
98.7

Current Account Balance of Payments

Spain

-67.8
-88.9
-105.2
-104.3
-49.9
-46.0
-39.4
-8.9
16.9
31.0

-75
-9.0
-10.0
-9.6
-4.8
-4.4
-3.7
-0.9
1.6
219

(National Accounts)

EMU

36.4
424
38.7

642
55
22.8
29.3

173.0

240.6

261.2

0.4
0.5
0.4
-0.7
0.1
0.2
0.3
1.8
2.5
27

USA

-645.5
-556.1
-704.0
-676.5
-500.4
-472.4
-497.7
-473.3
-447.2
-504.6

-5.1
-4.2
-5.0
-4.8
-3.6
-3.3
-3.3
-3.0
2.8
-3.0

UK

25.9
-39.1
322
-14.4
7.7
-37.3
20.2
57.7
423
-33.0

-21
-2.9
2.3
-1.0
-1.3
-2.5
-1.3
-3.7
20T
-2.0
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Chart 21a.1.- Government deficit
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Table 21b
Imbalances: International comparison (Il)

Household debt (a) Non-financial corporations debt (a) Financial corporations debt (a)

Spain EMU USA UK Spain EMU USA UK Spain EMU USA UK

Billions of national currency

2005 653.5 4,770.1 11,716.4 1,163.3 951.5 6,797.6 8,681.5 1,266.3 528.3 7,722.7 12,957.3 2,4185
2006 780.7 5,188.5 12,833.3 1,287.0 1,191.4 7,469.7 9,649.9 1,436.0 753.9 8,726.2 14,260.5 2,616.5
2007 876.6 5,5655.3 13,689.3 1,398.2 1,385.3 8,278.0 10,973.1  1,479.9 980.4 10,124.3 16,204.5  3,130.0
2008 913.4 5,806.1 13,669.0 1,448.5 1,474.7 8,912.9 11,657.4  1,680.0 1,042.5 11,097.7 17,101.0  3,494.2
2009 906.1 5,931.8 13,397.0 1,441.5 1,461.1 8,869.3 11,302.8  1,597.7 1,121.1 11,486.6 15,688.5 3,461.5
2010 901.7 6,112.4 13,059.9 1,448.3 1,494.8 9,138.1 11,426.0 1,575.8 1,115.6 11,569.9 14,486.0 3,555.9
2011 874.3 6,198.5 12,863.7 1,446.1 1,476.1 9,293.4 11,965.0 1,625.8 1,134.5 11,909.1 14,0454  3,473.2
2012 837.6 6,192.1 12,819.3 1,463.6 1,372.0 9,386.9 12,728.3  1,665.0 1,132.7 12,120.4 13,911.3  3,602.9
Percentage of GDP
2005 71.9 58.6 93.3 92.1 104.6 83.5 69.1 100.3 58.1 94.8 103.1 191.5
2006 79.2 60.6 96.4 96.5 120.9 87.2 725 107.7 76.5 101.9 107.1 196.3
2007 83.2 61.5 98.0 99.0 131.5 91.7 78.6 104.8 93.1 1121 116.1 221.7
2008 84.0 62.8 96.1 100.5 135.6 96.4 82.0 116.6 95.8 120.1 120.3 2425
2009 86.5 66.5 96.4 102.8 139.4 99.4 81.3 114.0 107.0 128.7 112.9 246.9
1 1 8 2010 86.0 66.6 90.6 98.8 142.5 99.6 79.2 107.5 106.4 126.1 100.5 2425
2011 82.2 65.8 85.8 95.4 138.8 98.7 79.8 107.3 106.7 126.4 93.7 229.1
2012 79.8 65.3 82.2 95.0 130.7 99.0 81.6 108.0 107.9 127.8 89.2 233.7

(a) Loans and securities other than shares.
Sources: European Central Bank and Federal Reserve.
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KEY FACTS: 50 FINANCIAL SYSTEM INDICATORS
Updated: September 15", 2013

Highlights
Indicator Last-value Corresp?ndmg
available to:
Bank lending to other resident sectors (monthly average % var.) 0.2 June 2013
Other resident sectors’ deposits in credit institutions (monthly average % var.) 1.3 June 2013
Doubtful loans (monthly % var.) 3.7 June 2013
Recourse to the Eurosystem (Eurozone financial institutions, million euros) 718,506 July 2013
Recourse to the Eurosystem (Spanish financial institutions, million euros) 248.29 July 2013
Re‘cours.e to the Egrosystem (Spanish financial institutions million euros) - Main L/T 22,744 July 2013
refinancing operations
“Operating expenses/gross operating income” ratio (%) 45.68 March 2013
“Customer deposits/employees” ratio (thousand euros) 4,988.06 March 2013
“Customer deposits/branches” ratio (thousand euros) 30,972.28 March 2013
“Branchesl/institutions” ratio 228.62 March 2013
A. Money and interest rates
Average 2013 2013 Definition
Indicator Source: 2011 2012 -
1996-2009 August September and calculation
10. Monetary Supply ECB 6.9 29 35 6.2(a) ) M3 aggrggate change
(% chg.) (non-stationary)
2. Three-month Bank
interbank interest . 3.4 1.4 0.18 0.22 0.22 Daily data average
of Spain
rate
3. One-year Euribor Bank
interest rate (from . 3.3 2.0 0.54 0.54 0.54 End-of-month data
of Spain
1994)
4. Ten-year Treasury Bank Market interest rate
bonds interest rate of Spain 4.9 5.4 8.3 4.52 4.48 (not exclusively between
(from 1998) P account holders)
End-of-month straight
5. Corporate bonds  Bank 50 5.0 48 5.02(a) ) bonds average interest

average interest rate of Spain

rate (> 2 years) in the AIAF

market

(a) Last data published: July 31, 2013.

Comment on “Money and Interest Rates”: The 3-month and 1-year Euribor rates have remained stable at 0.22% and 0.54% as of
September 15", 2013, the same level registered in the month of August. This evolution is in line with the messages from the ECB
that monetary policy interest rates will remain low in the foreseeable future due to the still weak recovery observed in the Eurozone.

The Spanish 10-year bond yield has decreased from 4.52% in August to 4.48% as of September 15%.
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Indicator

6. Outright spot treasury

bills transactions trade ratio

7. Outright spot government

bonds transactions trade
ratio

8. Outright forward treasury
bills transactions trade ratio

9. Outright forward
government bonds
transactions trade ratio

10. Three-month maturity
treasury bills interest rate

11. Government bonds yield

index (Dec1987=100)

Source:

Bank of Spain

Bank of Spain

Bank of Spain

Bank of Spain

Bank of Spain

Bank of Spain

12. Madrid Stock Exchange Bank of Spain

Capitalization (monthly
average % chg.)

13. Stock market trading
volume. Stock trading
volume (monthly average
% var.)

14. Madrid Stock
Exchange general index
(Dec1985=100)

15. Ibex-35
(Dec1989=3000)

and Madrid
Stock Exchange

Bank of Spain
and Madrid
Stock Exchange

Bank of Spain
and Madrid Stock
Exchange

Bank of Spain
and Madrid Stock
Exchange

16. Madrid Stock Exchange Bank of Spain

PER ratio (share value/
profitability)

and Madrid Stock
Exchange

Average
2011
1996-2009

18.3 81.6
77.8 112.6
0.3 2.2
4.6 &3
3.4 1.6
490.2 684.4
1.1 -0.8

5.1 1.6
973.6 857.7

9,319.2

171 9.7

2012

84.7

64.8

1.7

2.2

0.6

7511

3.9

-24.8

824.7

8,566.7 7,583.2

18.2

2013
June

85.7

60.4

2.0

3.7

0.4

781.9

22.9

781.8

7,762.7

33.9

2013
July

75.1

61.4

1.5

24

0.2

801.9

7.3

30.1

905.09(a)

8,941.6(a)

56.5

Definition
and calculation

(Traded amount/
outstanding balance)
x100 in the market (not
exclusively between
account holders)

(Traded amount/
outstanding balance)
x100 in the market (not
exclusively between
account holders)

(Traded amount/
outstanding balance)
x100 in the market (not
exclusively between
account holders)

(Traded amount/
outstanding balance)
in the market (not
exclusively between
account holders)

QOutright transactions
in the market (not
exclusively between
account holders)

Outright transactions
in the market (not
exclusively between
account holders)

Change in the total
number of resident
companies

Stock market trading
volume. Stock trading
volume: change in total
trading volume

Base 1985=100

Base dec1989=3000

Madrid Stock Exchange
Ratio “share value/
capital profitability”
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B. Financial markets (continued)

Average 2013 initi
Indicator Source: i 2011 2012 oS Deflnltlon.
1996-2009 June July and calculation

17. Long-term bonds. Bank of Spain
Stock trading volume and Madrid 2.8 15.1 -15.1 -54,9 13,7 Variation for all stocks
(% chg.) Stock Exchange
18. Commercial paper. Bank of Spain AIAF fixed-income
Trading balance (% chg.) and AIAF = Soze GRS e 07 market
19. Commercial paper. Bank of Spain AIAF fixed-income
Three-month interest rate  and AIAF 3.6 19 23 25 2.4 market

20. IBEX-35 financial
futures concluded Bank of Spain 2.1 -15.8 -10.8 17.9 -16.6
transactions (% chg.)

IBEX-35 shares
concluded transactions

21. IBEX-35 financial
options concluded Bank of Spain -2.7 -25.9 54.1 67.7 -32.7
transactions (% chg.)

IBEX-35 shares
concluded transactions

(a) Last data published: September 15" 2013.

Comment on “Financial Markets”: During the last month there has been a decrease in transactions with outright spot and forward
T-bills and with forward government bonds and debenture transactions, whereas a small increase has been observed in spot
government bonds transactions. The stock market has shown a recovery with the IBEX-35 reaching 8,941 points in June and the
General Index of the Madrid Stock Exchange to 941 points as of September 15", which represents a record-high since October
2011. Additionally, there was a 16.6% decrease in financial IBEX-35 future transactions and a 32.7% fall in transactions with IBEX-
35 financial options.

C. Financial Savings and Debt

2012 2013 et
Average 2010 2011 Deflmtlon-
2003-2009 Qlv Ql and calculation

Indicator Source:
22. Net Financial Bank f?r:f;iﬁglcgszztt\gzig
Savings/GDP . -6.6 1.9 -3.4 -0.2 1.1 ) B
. of Spain financial liabilities
(National Economy)

flows over GDP

23. Net Financial Difference between
Savings/GDP Bank financial assets and
(Households and non- of Spain i R il 15 U5 financial liabilities
profit institutions) flows over GDP
Public debt, non-
24. Debt in securities financial companies
(other than shares) Bank debt and households
and loans/GDP of Spain 243.2 294.2 293.3 311.9 3134 and non-profit
(National Economy) institutions debt over

GDP
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C. Financial Savings and Debt (continued)

Indicator

25. Debt in securities
(other than shares)
and loans/GDP
(Households and non-
profit institutions)

26. Households and
non-profit institutions
balance: financial
assets (quarterly
average % chg.)

27. Households and
non-profit institutions
balance: financial
liabilities (quarterly
average % chg.)

Source: Average
. 2003-2009

Bank

of Spain 75.2

Bank

of Spain il

Bank

of Spain .4

2010

85.9

3.1

2011

82.2

2012
Qlv

78.9

2.9

2013 Definition
Ql and calculation
Households and non-
78.6 profit institutions debt
over GDP
Total assets
0.3 percentage change
(financial balance)
Total liabilities
-1.6 percentage change

(financial balance)

Comment on “Financial Savings and Debt”: During the first quarter of 2013, there was a 1.1% increase in financial savings to
GDP in the overall economy. As for household financial savings, they have experienced a slight increase from 1.3% in 2012Q4
to 1.5% in 2013Q1. Additionally, there was also a reduction in households” financial deleveraging, with the debt to GDP ratio
standing at 78.6%. Finally, the stock of financial assets on households’ balance sheets registered a slight increase of 0.3%,
while there was a 1.6% drop in the stock of financial liabilities.

D. Credit institutions. Business Development

Indicator

28. Bank lending to other
resident sectors (monthly
average % var.)

29. Other resident sectors’

deposits in credit
institutions (monthly
average % var.)

30. Debt securities

(monthly average % var.)

31. Shares and equity
(monthly average % var.)

32. Credit institutions.
Net position (difference

between assets from credit Bank

institutions and liabilities
with credit institutions)
(% of total assets)

Source: 1';‘9’23339 2011
Efaggain 147 -38
Efag:;ain 1es 2
Ef""g';ain 10.2 52

-0.5 -4.3

of Spain

2012

-10.4

-1.8

23.2

3.1

2013
May

0.9

0.2

4.5

2013

June

0.2

1.3

2.4

0.1

Definition
and calculation

Lending to the private sector
percentage change for

the sum of banks, savings
banks and credit unions

Deposits percentage
change for the sum of
banks, savings banks and
credit unions

Asset-side debt securities
percentage change for
the sum of banks, savings
banks and credit unions

Asset-side equity and
shares percentage change
for the sum of banks,
savings banks and credit
unions

Difference between the
asset-side and liability-side
“Credit System” item as a
proxy of the net position

in the interbank market
(month-end)




D. Credit institutions. Business Development (continued)

Indicator Source:
33. Doubtful loans Bank
(monthly average % var.) of Spain
34. Assets sold under Bank
repurchase (monthly of Sosiin
average % var.) P
35. Equity capital Bank
(monthly average % var.) of Spain

Average
1996-2009

-0.3

2011 2012
283 200
-15.7 0.3

379 -10.6

2013
May

1.8

8.8

2013

June

3.7

1.5

1.0

Financial system indicators

Definition
and calculation

Doubtful loans. Percentage
change for the sum of
banks, savings banks and
credit unions

Liability-side assets sold
under repurchase.
Percentage change for
the sum of banks, savings
banks and credit unions

Equity percentage change
for the sum of banks,
savings banks and credit
unions

Comment on “Credit institutions. Business Development”: The latest available data as of June 2013 show a 0.2% increase in bank
credit to the private sector and also a 1.3% increase in financial institutions deposit-taking, from the previous month. Also, there
was a 3.7% growth in doubtful loans compared to the previous month.

E. Credit institutions. Market Structure and Eurosystem Refinancing

Indicator Source:
36. Number of Bank
Spanish credit .
N of Spain
institutions
37. Ngmbgr gf foreign Bank
credit institutions .

L . of Spain
operating in Spain
38. Number of Bank
employees of Spain
39. Number of Bank
branches of Spain
40. Recourse to the
Eurosystem (tot::lll Bank
Eurozone financial of Spain
institutions) (Euro P
millions)
41. Recourse to the
Eurosyste;m (tqtal Bank
Spanish financial .

of Spain

institutions) (Euro
millions)

Average
1996-2009

207

64

247,916

40,572

365,832

30,953

2010 2011
188 189
88 86

257,578 243,041

42,894 39,843

473,173 394,459

66,986 118,861

2012

December

173

85

231,389

37,903

437,789

337,206

2013

March

163

85

37,265

Definition
and calculation

Total number of banks,
savings banks and credit
unions operating in
Spanish territory

Total number of foreign
credit institutions operating
in Spanish territory

Total number of employees
in the banking sector

Total number of branches
in the banking sector

Open market operations

718,506(a) and ECB standing

facilities. Eurozone total

Open market operations

248,293(a) and ECB standing

facilities. Spain total
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E. Credit institutions. Market Structure and Eurosystem Refinancing (continued)

2012 2013 initi
Average 2010 2011 Definition

Indicator  Source:  4996.2009 December March  and calculation

42. Recourse to the
Eurosystem (total
Spanish financial
institutions): main
long term refinancing
operations (Euro
millions)

Open market operations:
18,500 22,196 47,109 44,961 22,744(a) main long term refinancing
operations. Spain total

Bank
of Spain

(a) Last data published: July 2013.

Comment on “Credit institutions. Market Structure and Eurosystem Refinancing”: In July 2013, the recourse to Eurosystem
funding by Spanish credit institutions accounted for 34.56% of net total funds borrowed from the ECB by the Eurozone. It was
34.23% in June.

F. Credit institutions. Efficiency and Productivity, Risk and Profitability

2012 2013 initi
Average 2010 2011 Definition

Indicator  Source: 4996 5009 December ~March  and calculation

Operational efficiency
indicator. Numerator and
55.73 46.53 49.85 47.18 45.68 denominator are obtained
directly from credit
institutions” P&L accounts

43. “Operating
expenses/gross Bank
operating income” of Spain
ratio

44. “Customer

cepesist - BEE 307438 460569 451230 470187 498806 roductivity indicator
employees” ratio of Spain (business by employee)

(Euro thousands)

45, “Customer

deposits/ - Bank 18,620.11 16,554.20 29,171.23  30,110.18  30,972.2g | roductivity indicator
branches” ratio  of Spain (business by branch)

(Euro thousands)

plos e Bl 187.24 15541  205.38 219.09 el Rl e
institutions" ratio of Spain indicator

47. “Employees/ Bank

.o . 6.1 3.6 6.5 6.9 6.2 Branch size indicator
branches” ratio  of Spain
48. Equity capital P .
(monthly average oK 0.10 0.86 0.40 -0.12 i FECMIEITIES O
of Spain capital variation indicator

% var.)

Profitability indicator,

49. ROA Bank 0.83 0.31 0.06 -1.93 273 defined as the “pre-tax
of Spain ) »
profit/average total assets
Bank Profitability indicator,
50. ROE of Spain 13.54 5.73 3.28 -18.74 -12.11  defined as the “pre-tax

profit/equity capital”

Comment on “Credit institutions. Efficiency and Productivity, Risk and Profitability”: In March 2013 the Spanish banking sector
faced a tough business and macroeconomic environment, in line with the generalized difficulties experienced by European Union
banking sectors. Productivity indicators have improved due to the restructuring process of the Spanish banking sector.
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