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1 Global economic scenario




7)€ CaixaBank Global economy: slight deceleration ahead

GDP growth forecasts - CaixaBank Research

2017 2018 2019 2020

World Economy 3.8 3.6 3.3 3.4
Advanced economies 2.4 2.2 2.2 1.8
USA 2.2 2.9 2.4 1.7
Eurozone 2.5 1.8 1.3 1.5
Germany 2.5 1.5 1.0 1.6
France 2.3 1.5 1.4 1.5

Italy 1.8 0.7 0.4 0.8
Portugal 2.8 2.1 1.8 1.7

Spain 3.0 2.6 23 1.9

Japan 1.9 0.8 0.8 0.7
United Kingdom 1.8 1.4 1.3 1.5
Emerging economies 4.8 4.5 4.3 4.6
China 6.9 6.6 6.2 6.0
India 6.9 7.4 6.9 6.2
Brazil 1.1 1.1 2.1 2.0
Mexico 2.1 2.0 1.6 2.1

Russia 1.6 2.2 1.8 2.0




€ CaixaBank .. but Spanish growth holds up

Evolution of GDP forecasts for 2019 - Euro area vs Spain
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Source: CaixaBank Research based on Consensus Forecast data.
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2  Spain: where we come from




7)( CaixaBank In the past few years, Spain dropped ballast and improved the engine

Improving the engine:

v’ Structural reforms
% v' Competitiveness recovery

v’ Deleveraging process




€ CaixaBank Spanish economy: snapshot

Robust growth: speed and quality of the recovery

Average Average Average
2000-2007 2008-2014 2015-2017 2018 2019
GDP growth (% . -1. . . 5
8 () 3-8 Ll 33 i = Recent performance
Domestic demand 4.6 2.4 3.1 2.9 2.1
(Contribution, pp) AN Structural reforms
Exports growth (%) 4.8 2.1 4.9 2.3 1.1 )
N Rotation of growth towards net trade
Imports growth (%) 7.1 -2.5 4.6 3.5 0.3 ..
; N Lower macroeconomic imbalances
Job creation/destruction
(number) 645 -450 476 566 402 N Accommodative financial conditions
Unemployment rate (%), eop 10.5 20.8 19.6 15.3 13.6
) Lo 00) 0.8 55 2 10 . The path that lies ahead
anual change (pp -0. . -2. -1. -1.
Public deficit (% GDP), eop 0.4 -8.3 -4.3 -2.5 -2.4 " Moving onto a more mature phase of the cycle
V' From tailwinds to headwinds?
A anual change (pp) 0.4 -1.1 0.9 0.5 0.1 )
V' Negative contribution of the external demand
Current account (% GDP),eop  -6.0 -2.6 1.8 0.9 0.6 8
A anual change (pp) -0.8 1.5 0.3 -0.9 -0.3

Source: INE and Banco de Espaia.



TK CaixaBank The economy has re-established a competitive edge...

Marked improve in competitiveness Unit labour cost relative to euro average

Ranking position Index (1999Q1 = 100)
Overall 125
0
'””OVQUO“ 20 Institutions
capability 120
Business Infraestructure 115
Dynamism
110
. Macroeconomic
Market Size stability 105
. . 1
Financial System Product Market 00
Labour Market 95
—_—2011 -—2018
90 L | | | | | |

2000 2003 2006 2009 2012 2015 2018

Note: (*) A lower ranking position means higher competitiveness relative to other countries. Total
number of countries equal to 139 (2011) and 140 (2018).

Source: CaixaBank Research, based on WEF Global Competitiveness Report .

Source: Banco de Espafia and Thomson Reuters Datastream.



TK CaixaBank ... with an adjustment of public accounts and the deleveraging of the private sector

Reduction of the fiscal deficit Private indebtedness has fallen significantly

% of GDP Gross Private debt

% of GDP
140 -
6 N
4
120 -
y) Corporations Spain
0 100 -
-2 Corporations euro area
4 80 -
6 Households Spain
3 B |nterests
- 60 ] \
10 === Primary Balance (excluding financial aid) Households euro area
—=—Qverall Balance (excluding financial aid)
_12 40 1 1 1 1 1 1 1 1
2006 2008 2010 2012 2014 2016 2018 2020 2002 2004 2006 2008 2010 2012 2014 2016 2018

Source: CaixaBank Research, based on data from Banco de Espaiia and Eurostat.
Source: CaixaBank Research, based on data from the Ministry of Finance and CaixaBank Research forecasts.



€ CaixaBank From tailwinds to headwinds

Improving the engine:

v’ Structural reforms
HEADWINDS % v' Competitiveness recovery
c Q v’ Deleveraging process
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€ CaixaBank From tailwinds to headwinds

GDP growth forecasts

Spain: growth forecasts
Contribution to growth (pps)

Forecast
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Notes: * Underlying growth is defined as the GDP growth that is explained by the accumulation of
production, employment and capital factors. ** Contextual factors include contributions to growth

that come from changes in the price of oil, interest rates and the balance of tourism services.

*#** Total-factor productivity (TFP) constitutes the remainder.

Source: CaixaBank Research, based on data from the National Statistics Institute and the Bank of Spain.
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3

Spain: the engines of growth
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TAILWINDS HEADWINDS
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The engines of Spanish growth going forward

Improving the engine:

v’ Structural reforms
% v' Competitiveness recovery

v’ Deleveraging process

Engines of Spanish growth:
v' Internal demand
* Private consumption
& * Public consumption
* Investment
v’ External demand

13



:)( CaixaBank The positive labour market performance supports activity...

Strong annual job creation Wages are gradually increasing

New Social Security Affiliates Annual wage increase agreed in collective agreements
Thousands (accumulated through the year) YoY (%)
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Source: CaixaBank Research, based on data from the Collective Agreements

Source: CaixaBank Research, based on data from the Ministry of Employment and Social Security Statistics from the Ministry of Employment and Social Security Institute

Institute.



€ CaixaBank ...and job quality improves

Temporality rate Social Security affiliates by type of contract

% temporary contracts over total employment Annual change (thousands)
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Source: CaixaBank Research, based on data from the OECD. Source: CaixaBank Research, based on data from the Ministry of Employment and

Social Security Institute. 15



T)( CaixaBank Consumption will continue to support growth

Relationship between consumption, income and wealth Scenarios for private consumption

Standardised index*
4 2019-2021
3 Higher consumption than that ——
predicted by income and wealth 2018 Scenario1 Scenario2 Scenario 3
2
1 Employment 2.5 2.0 1.8 1.5
0 Wages 1.0 3.1 2.6 2.1
-1
Housing prices 6.7 5.5 5.0 4.5
-2 i Lower consumption than that
3 predicted by income and wealth Mortgage rate 1.9 2.7 24 1.9
Q22000 Q22003 Q22006 Q22009 Q22012 Q22015 Q22018 Consumption growth
forecast 1.9 1.8 1.7

Note: *Remainder of a regression of the logarithm of real consumption with the logarithm
of gross disposable income, household net financial weaith and the price of housing. Al

variables have been deflated ff{]f the CPI. Standardised series with an average ofOanda Note: * The impact on consumption is calculated by taking the difference between the values of each
’ variable in each of the scenarios and the average values for 2018, and then multiplying this differential

standard deviation of 1. by the sensitivities calculated above. The forecast consumption up to 2019 is obtained by adding the
Source: CaixaBank Research, based on data from the National Statistics Institute and the impact arising in each scenario to the average growth in consumption in the first two quarters of 2018.
Bank .gfjﬂgm_ ** Average of the data available for the first two quarters of the year. *** It is assumed that there is a

one-to-one reaction in the mortgage rate to changes in the ECB reference rate.
Source: CaixaBank Research.
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Demand indicators and prices

yoy change (%) Thousands
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Source: CaixaBank research, based on data from INE

The housing market continues on recovery mode

Supply: social security affiliates in the construction sector

yoy change (%)
15

10

1Q 2004 3Q2006 1Q2009 3Q2011 1Q2014 3Q2016 1Q2019

Source: CaixaBank Research, based on data from the Ministry of Employment and Social Security Institute.
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€ CaixaBank The housing market continues on recovery mode

Evolution of the affordability ratios in Barcelona and Madrid

Barcelona Q4 2016 Q4 2017 Q32018
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Source: CaixaBank Research, based on data from the AiS-data -
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TK CaixaBank Exports remain an important pillar of growth

Rotation of growth towards exports Current account trends downwards

Exports and Imports of goods and services Current account
% of GDP % of GDP
B Non-Energy Goods " Energy Goods
M Tourist Services Non-Tourist Services 25
30 2.0
25 15 -
20 \
1.0 \
”
15 "\ 7 *\
0.5 ptl — No=\
° A\ Y 14 AN
10 \
\
0.0 T I I I I I I
5 e Current account
0.5 == == o Core current account (excl. tourism and energy)
O V.
2007 2018 2007 2018 Dec-12 Dec-13 Dec-14 Dec-15 Dec-16 Dec-17 Dec-18

Exports Imports

Source: CaixaBank Research, based on data from the Spanish National Statistics Institute Source: CaixaBank Research, based on data from the Bank of Spain.
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7)( CaixaBank Tourism: slowdown after years of double digit growth rates

Number of international tourists (Millions)

- +1.0% 2018
80
Tourists Average Daily
Trip Expenses
75 Duration
65

146

e 82.8 °

Milions of
tourists Days Euro por day

N
1Y
)

60
+3.4V

50

55
I I I January-March 2019*

45

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

Note: The percentages indicate the anual average growth. Note: (*) YoY variation of the accumulated until March.
Source: CaixaBank Research, based on data from the Spanish National Statistics Institute. Source: CaixaBank Research, based on data from the Spanish National Statistics Institute.
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Risks
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€ CaixaBank Key macro challenges

2015 > 2018

Unemployment* 74 /7% 2 M employment creation
V6.8 pp unemployment rate

_ . o Public deficit
Public debt 97.2% GDP -11% (2009) => -2.5% (2018)
Current Acc. balance
External Debt** 166.7% GDP -9.7% = +0.9%
2000 - 2007
Productivity Growth*** () 29 -0.9%

April 2019+

Political uncertainty 146.2 points Spain
193.4 points Europe

Note: *Q1 2019. ** Q4 2018. *** TFP. **** Based on “Measuring Economic Policy Uncertainty” by Scott R. Baker, Nicholas Bloom and Steven J. Davis at www.PolicyUncertainty.com 22
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Fragmented Parliament

Ciudadanos@
PP 57 (32)

66 (137) Unidos Podemos*
42 (71) O
Vox
PSOE 24 (0) vVOX
123 (85) =

TOta I /é—_— Compromis 1

350 B
ACTUAL COMPOSITION

- ERC 15 (9)
IxCat 7 (8)
PNV 6 (5)

B Bildu 4 (2)
389 cc2 )

NA+ 2

Note: in parenthesis, previous elections (2016) number of seats in Parliament.
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T)( CaixaBank The public sector combines deficit adjustment with pro-growth measures

Structural deficit Key measures proposed by the Government

% of GDP

0,0 i
2010 2011 2012 2013 2014 2015 2016 2017 2018 Expenditures
1.0 o P social expenditure and R+D investment
-2,0 o ‘P Pensions according to inflation
-3,0 o Equalisation of paternity and maternity leave
4.0 Income
50 o /| Effective corporate tax rate to 15%
‘o o Creation of a financial transaction tax
o Creation of a digital tax
-7,0
Other
-8,0

o I minimum wage to 900€/month (+164€/month)

Source: CaixaBank Research, based on data from AMECO (EC).
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External risks

Commercial Tensions

EU Uncertainty

Monetary normalization:
Fed/ECB

Turbulences in the
emerging countries

>

Tensions USA — China

Brexit

Stability of Italian government

EU integration: the challenge of political
polarization

Fed: no more hikes in sight
ECB: when will the first interest rate hike be?

Many emerging economies in a fragile position
(Turkey, Argentina, Brazil,...)
China: debt and financial imbalances



€ CaixaBank Key takeaways

» Macroeconomic imbalances: substantial correction

» Growth:
» Stabilizing at moderate and sustainable rates
» Favourable domestic conditions and competitive export

sector

» Risks: mostly external

26



€ CaixaBank

Spanish economy: from cyclical recovery to sustainable growth

Oriol Aspachs
Head of Research
CaixaBank

May 2019 CaixaBank Research



€ CaixaBank

AVISO SOBRE LA PUBLICACION. “Conferencias de los economistas” es una publicacién de CaixaBank Research, que contiene informaciones y opiniones
que proceden de fuentes que consideramos fiables. Este documento tiene un propdsito meramente informativo, por lo cual CaixaBank no se

responsabiliza en ningln caso del uso que se pueda hacer del mismo. Las opiniones y las estimaciones son propias de CaixaBank Research y pueden
estar sujetas a cambios sin notificacion previa.
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