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Each of the Issuer and the Guarantor accepts responsibility for the information contained in this Base
Prospectus and declares that, having made all reasonable enquiries confirms that having taken all reasonable care
to ensure that such is the case, the information contained in this Base Prospectus is, to the best of their knowledge,
in accordance with the facts and contains no omission likely to affect its import.

This Base Prospectus should be read and construed together with any amendments or supplements hereto and
with any other documents incorporated by reference herein and, in relation to any Tranche (as defined herein) of
Notes, should be read and construed together with the relevant Final Terms (as defined herein).

The language of this Base Prospectus is English. Any foreign language text that is included with or within this
document has been included for convenience purposes only and does not form part of the Base Prospectus.

The Issuer and the Guarantor have confirmed to the Dealers named under “Plan of Distribution” below that
this Base Prospectus contains all information which is (in the context of the Programme, the issue, offering and sale
of the Notes and the guarantee of the Notes) material; that such information is true and accurate in all material
respects and is not misleading in any material respect; that any opinions, predictions or intentions expressed herein
are honestly held or made and are not misleading in any material respect; that this Base Prospectus does not omit
to state any material fact necessary to make such information, opinions, predictions or intentions (in the context of
the Programme, the issue, offering and sale of the Notes and the guarantee of the Notes) not misleading in any
material respect; and that all proper enquiries have been made to verify the foregoing.

No person has been authorised to give any information or to make any representation other than those
contained in this Base Prospectus in connection with the issue or sale of the Notes and, if given or made, such
information or representation must not be relied upon as having been authorised by the Issuer, the Guarantoror any
of the Dealers (as defined in “Plan of Distribution”). Neither the delivery of this Base Prospectus nor any sale made
in connection herewith shall, under any circumstances, create any implication that there has been no change in the
affairs of the Issuer or the Guarantor since the date hereof or the date upon which this document has been most
recently amended or supplemented or that there has been no adverse change in the financial position of the Issuer
or the Guarantor since the date hereof or the date upon which this document has been most recently amended or
supplemented or that any other information supplied in connection with the Programme is correct as of any time
subsequent to the date on which it is supplied or, if different, the date indicated in the document containing the same.

Notice of the aggregate nominal amount of Notes, interest (if any) payable in respect of Notes, the issue price
of Notes and any other terms and conditions not contained herein which are applicable to each Tranche (as defined
under “Terms and Conditions of the Notes”) of Notes will be set out in the final terms (the “Final Terms”) which,
with respect to Notes to be listed on the Irish Stock Exchange, will be delivered to Financial Regulator on or before
the date of issue of the Notes of such Tranche.

The distribution of this Base Prospectus and the offering or sale of the Notes in certain jurisdictions may be
restricted by law. Persons into whose possession this Base Prospectus comes are required by the Issuer, the
Guarantor and the Dealers to inform themselves about and to observe any such restriction.

The Notes have not been and will not be registered under the United States Securities Act of 1933, as amended
(the “Securities Act”) and include Notes in bearer form that are subject to U.S. tax law requirements. Subject to
certain exceptions, Notes may not be offered, sold or delivered within the United States or to U.S. persons. For a
description of certain restrictions on offers and sales of Notes and on distribution of this Base Prospectus, see “Plan
of Distribution”.

This Base Prospectus does not constitute an offer of, or an invitation by or on behalf of the Issuer, the Guarantor
or the Dealers to subscribe for, or purchase, any Notes.

The Dealers have not separately verified the information contained in this Base Prospectus. None of the
Dealers makes any representation, express or implied, or accepts any responsibility, with respect to the accuracy or
completeness of any of the information in this Base Prospectus. Neither this Base Prospectus nor any other financial
statements are intended to provide the basis of any credit or other evaluation and should not be considered as a
recommendation by the Issuer, the Guarantor or the Dealers that any recipient of this Base Prospectus or any other
financial statements should purchase the Notes. Each potential purchaser of Notes should determine for itself the
relevance of the information contained in this Base Prospectus and its purchase of Notes should be based upon such
investigation as it deems necessary. None of the Dealers undertakes to review the financial condition or affairs of
the Issuer or the Guarantor during the life of the arrangements contemplated by this Base Prospectus nor to advise
any investor or potential investor in the Notes of any information coming to the attention of any of the Dealers.

The maximum aggregate principal amount of Notes outstanding at any one time under the Programme will not
exceed €6,000,000,000 (and for this purpose, any Notes denominated in another currency shall be translated into
Euros at the date of the agreement to issue such Notes calculated in accordance with the provisions of the Dealer
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Agreement). The maximum aggregate principal amount of Notes which may be outstanding at any one time under
the Programme may be increased from time to time, subject to compliance with the relevant provisions of the Dealer
Agreement, as defined under “Plan of Distribution”.

In this Base Prospectus, unless otherwise specified or the context otherwise requires, references to a “Member
State” are references to a Member State of the European Economic Area, references to “EUR”, “Euro” or “euro”
are to the single currency introduced at the third stage of the European Economic and Monetary Union, pursuant to
the Treaty establishing the European Communities, as amended (the “Treaty”), and to “U.S.$”, “U.S. Dollars” and
“dollars” are to the lawful currency of the United States of America.

IN CONNECTION WITH THE ISSUE OFANY TRANCHE OF NOTES, THE DEALER OR
DEALERS (IF ANY) NAMED AS THE STABILISING MANAGER(S) (OR PERSONS ACTING ON
BEHALF OF ANY STABILISING MANAGER(S)) IN THE APPLICABLE FINAL TERMS MAY OVER
ALLOT NOTES OR EFFECT TRANSACTIONS WITH A VIEW TO SUPPORTING THE PRICE OF THE
NOTES AT A LEVEL HIGHER THAN THAT WHICH MIGHT OTHERWISE PREVAIL. THERE IS NO
ASSURANCE THAT THE STABILISING MANAGER(S) (OR PERSONS ACTING ON BEHALF OF A
STABILISING MANAGER) WILL UNDERTAKE STABILISATION ACTION. ANY STABILISATION
ACTION MAY BEGIN ON OR AT ANY TIME AFTER THE ADEQUATE PUBLIC DISCLOSURE OF
THE FINAL TERMS OF THE OFFER OF THE RELEVANT TRANCHE OF NOTES IS MADE AND, IF
BEGUN, MAY BE ENDED ATANY TIME, BUT IT MUST END NO LATER THAN THE EARLIER OF
30 DAYS AFTER THE ISSUE DATE OF THE RELEVANT TRANCHE OF NOTES AND 60 DAYS AFTER
THE DATE OF THE ALLOTMENT OF THE RELEVANT TRANCHE OF NOTES. ANY
STABILISATION ACTION OR OVER-ALLOTMENT MUST BE CONDUCTED BY THE RELEVANT
STABILISING MANAGER(S) (OR PERSON(S) ACTING ON BEHALF OF ANY STABILISING
MANAGER(S)) INACCORDANCE WITH ALL APPLICABLE LAWS AND RULES.
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ISSUE OF NOTES

Notes will be issued on a continuous basis in series (each a “Series”) having one or more issue dates and on
terms otherwise identical (or identical other than in respect of the first payment of interest), the Notes of each Series
being intended to be interchangeable with all other Notes of that Series. Each Series may be issued in tranches (each
a “Tranche”) on different issue dates. The specific terms of each Tranche (which will be supplemented, where
necessary, with supplemental terms and conditions and, save in respect of the issue date, issue price, first payment
of interest and principal amount of the Tranche, will be identical to the terms of other Tranches of the same Series)
will be set forth in a final terms to this Base Prospectus (a “Final Terms”) the form of which is set out in “Pro
Forma Final Terms” below.
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DOCUMENTS INCORPORATED BY REFERENCE

The documents numbered (1) to (4) below have been filed with the Spanish Securities Market Commission
(Comision Nacional del Mercado de Valores) and English translations of those documents (which are direct and
accurate translations of the Spanish originals) together with the documents numbered (5) below, which has been
filed previously with the Financial Regulator, shall be deemed to be incorporated in, and to form part of, the Base
Prospectus:

(1)  the audited consolidated annual accounts of the Guarantor for the years ended 31 December 2008 and
31 December 2007 prepared in accordance with International Financial Reporting Standards as adopted
by the European Union (“IFRS”) together with the auditor’s reports thereon;

(2)  the unaudited consolidated half-year financial report of the Guarantor for the six month period ended
30 June 2009 prepared in accordance with IFRS;

(3)  the unaudited interim consolidated financial report of the Guarantor for the three month period from
1 July 2009 to 30 September 2009 (inclusive) prepared in accordance with IFRS;

(4)  the audited non-consolidated annual accounts of the Issuer for the years ended 31 December 2008 and
31 December 2007 prepared in accordance with generally accepted accounting principles in Spain
(“Spanish GAAP”) together with the auditor’s reports thereon; and

(5)  the terms and conditions of the Notes contained in the previous base prospectuses dated 2 August 2007,
pages 13-35 (inclusive) and 29 August 2008, pages 14-36 (inclusive) prepared by the Issuer in
connection with the Programme.

Copies of this Base Prospectus (and any document incorporated by reference in this Base Prospectus) will be
made freely available at the office of the Irish Listing Agent. Any information contained in any of the documents
specified above which is not incorporated by reference in this Base Prospectus is either not relevant to investors or
is covered elsewhere in this Base Prospectus.
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SUMMARY

This summary must be read as an introduction to this Base Prospectus and any decision to invest in the
Notes should be based on a consideration of this Base Prospectus as a whole, including the documents
incorporated by reference. Following the implementation of the relevant provisions of the Prospectus
Directive in each Member State of the European Economic Area, no civil liability will attach to the persons
responsible for this summary in any such Member State solely on the basis of this summary, including any
translation thereof, unless it is misleading, inaccurate or inconsistent when read together with the other parts
of this Base Prospectus. Where a claim relating to the information contained in this Base Prospectus is
brought before a court in a Member State of the European Economic Area, the plaintiff may, under the
national legislation of the Member State where the claim is brought, be required to bear the costs of
translating the Base Prospectus before the legal proceedings are initiated.

Information relating to the Issuer
The Issuer: BPE Financiaciones, S.A.

The Issuer was incorporated on 19 February 2004 for an indefinite period
of time as a limited liability company (sociedad anénima) under the laws of
the Kingdom of Spain, with its registered office at calle José Ortega y
Gasset 29, 28006 Madrid. The Issuer is registered in Volume 19.873, Folio
164, Section 8 and Sheet M-350196, Registration 1 of the Mercantile
Registry (Registro Mercantil) of Madrid.

Business: The principal objects of the Issuer are set forth in Clause 2 of its
Memorandum of Association and are the issuance of bonds (bonos,
obligaciones, pagarés, etc.) and other financial instruments.

Directors: The Directors of the Issuer are as follows:
Name Principal Occupation
Julio Coto de la Casa Chairman of the Board
Javier Moreno Navarro Director
Teresa Palacios Blasco Secretary — Director
Carlos Ignacio Vivas Sotillos Director
Aranzazu Ruiz Cotero Director

Information Relating to the Guarantor

The Bank and the Group: Banco Popular Espafiol, S.A. was founded on 14 July 1926 for an undefined
period of time as a limited liability corporation (sociedad andnima) as
Banco Popular de los Previsores del Porvenir, adopting its current name in
February 1947.

It is registered in Volume 174, Folio 44, Sheet 5458, Registration 1 of the
Mercantile Registry of Madrid.

Its objects are to provide the widest possible services to its clients in all
business services and banking matters.

The Bank’s registered office is at C/Veldzquez, 34, 28001, Madrid, Spain.

At 31 December 2008, Allianz Group held 9.4 per cent. of the Bank’s share
capital. The Board of directors represented approximately 40.62 per cent.,
institutional investors approximately 18.98 per cent. and individual
shareholders approximately 20.59 per cent. of the Bank’s share capital.

Business: The Bank and its consolidated subsidiaries are Spain’s fifth largest banking
group ranked by total assets. At 31 December 2008 the Group’s total assets
amounted to €110,376,051 and its consolidated income for the year
amounted to €1,110,700.

The Group’s business concentrates on domestic retail banking, being the
business of savings and loans the most important. It also provides through
its specialised subsidiaries, factoring, investment management, mutual and
pension funds, stock broking, life insurance and mortgage lending.
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Directors and Employees:

Description of the Programme
Description:
Arranger:

Dealers:

Fiscal Agent:

Registrar:

Listing and admission to trading:

Size:

Currencies:

The members of the Board of Directors of the Bank as of the date of this
Base Prospectus are as follows:

Angel Carlos Ron Guimil (President)

Francisco Aparicio Valls (Secretary)

Roberto Higuera Montejo (Vice President)

Luis Herrando Prat de la Riba (Vice President)

Asociacion de Directivos de BPE (represented by Roberto Higuera Montejo)
Américo Ferreira de Amorim

Eric Gancedo Holmer

Casimiro Molins Ribot

Helena Devotedo Delveccio

Manuel Morillo Olivera

Miguel Nigorra Oliver

José Ramo6n Rodriguez Garcia

Nicolas Osuna Garcia

Sindicatura de Accionistas de BPE (represented by José Maria Més Millet)
Miguel Angel de Solis Martinez-Campos

Vicente Tardio Barutel

Allianz S.E. (represented by Herbert Walter)

Unién Europea de Inversiones, S.A. (represented by Luis Montuenga)

Guaranteed Euro Medium Term Note Programme (the “Programme”)
Barclays Bank PLC

Banco Bilbao Vizcaya Argentaria, S.A., Banco Popular Espafiol, S.A.,
Banco Santander, S.A., Bank of Montreal, London Branch, Barclays Bank
PLC, BNP PARIBAS, Calyon, Citigroup Global Markets Limited,
Commerzbank Aktiengesellschaft, Credit Suisse Securities (Europe)
Limited, Deutsche Bank AG, London Branch, DZ BANK AG Deutsche
Zentral-Genossenschaftsbank, Frankfurt am Main, Fortis Bank nv-sa,
Goldman Sachs International, HSBC Bank plc, Landesbank Baden-
Wiirttemberg, Merrill Lynch International, Morgan Stanley & Co.
International plc, Natixis, NBF Securities UK, Nomura International plc,
Skandinaviska Enskilda Banken AB (publ), Société Générale, The Royal
Bank of Scotland plc, UBS Limited and UniCredit Bank AG.

The Issuer may from time to time terminate the appointment of any Dealers
under the Programme or appoint additional dealers either in respect of a
single Tranche or in respect of the Programme.

The Bank of New York Mellon
The Bank of New York Mellon (Luxembourg) S.A.

Application has been made for Notes issued under the Programme to be
admitted to the Official List and to trading on the regulated market of the
Irish Stock Exchange. The Notes may also be listed on such other or further
stock exchange(s) as may be agreed between the Issuer and the relevant
Dealer in relation to each Series.

Unlisted Notes will not be issued under the Programme.

Up to €6,000,000,000 (or the equivalent in other currencies at the date of
issue) aggregate principal amount of Notes outstanding at any one time.

Notes may be denominated in Euro or U.S. dollars or in any other currency
or currencies, subject to compliance with all applicable legal and/or
regulatory and/or central bank requirements. Payments in respect of Notes
may, subject to such compliance, be made in and/or linked to, any currency
or currencies other than the currency in which such Notes are denominated.




Maturities:

Denomination:

Method of Issue:

Form of Notes:

Issue Price:

Fixed Interest Rate Notes:

Floating Rate Notes:

Any maturity greater than one year, subject to compliance with all relevant
laws, regulations, central bank requirements and directives. Subordinated
Notes will have a maturity of not less than five years or as otherwise
permitted by applicable Spanish law or by Banco de Espaiia.

No Notes may be issued under the Programme which (a) have a minimum
denomination of less than €50,000 (or nearly equivalent in another currency)
or (b) carry the right to acquire shares (or transferable securities equivalent
to shares) issued by the Issuer or by any entity to whose group the Issuer
belongs. Subject thereto, Notes will be issued in such denominations as may
be specified in the relevant Final Terms, subject to compliance with all
applicable legal and/or regulatory and/or central bank requirements.

The Notes will be issued on a syndicated or non-syndicated basis. The
Notes will be issued in one or more Series (which may be issued on the
same date or which may be issued in more than one Tranche on different
dates). The Notes may be issued in Tranches on a continuous basis with no
minimum issue size, subject to compliance with all applicable laws,
regulations and directives. Further Notes may be issued as part of an
existing Series.

Notes may be issued in registered form, without interest coupons
(“Registered Notes”), or in bearer form, with or without interest coupons
(“Bearer Notes”).

Bearer Notes will, unless otherwise specified, only be sold outside the
United States to non-U.S. persons in reliance on Regulation S and will,
unless otherwise specified in the applicable Final Terms, initially be
represented by a Temporary Global Note without interest coupons attached,
deposited: (a) in the case of a global note which is not intended to be issued
in new global note form (a “Classic Global Note” or “CGN”), as specified
in the relevant Final Terms, with or on behalf of a Common Depositary
located outside the United States for Euroclear and Clearstream,
Luxembourg; or (b) in the case of a global note which is intended to be
issued in new global note form (a “New Global Note” or “NGN”), as
specified in the relevant Final Terms, with a common safekeeper for
Euroclear and/or Clearstream, Luxembourg. Interests in a Temporary Global
Note will be exchangeable (i) for interests in a permanent global Note in
bearer form, without coupons (a “Permanent Global Note”). Bearer Notes
will not be exchangeable for Registered Notes. Registered Notes will not be
exchangeable for Bearer Notes.

Registered Notes which are held in Euroclear and Clearstream will be
registered in the name of nominees for Euroclear and Clearstream, or a
common nominee for both, and the relative Certificate(s) will be delivered
to the appropriate depositary or, as the case may be, a common depositary.

Notes may be issued at their principal amount or at a discount or premium
to their principal amount. Partly-paid Notes may also be issued, the Issue
Price of which will be payable in two or more instalments. The price and
amount of Notes to be issued under the Programme will be determined by
the Issuer and each relevant Dealer at the time of issue in accordance with
prevailing market conditions.

Fixed interest will be payable in arrear on the date or dates in each year
specified in the relevant Final Terms.

Floating Rate Notes will bear interest set separately for each Series by
reference to EURIBOR, LIBOR, LIBID or LIMEAN (or such other
benchmark as may be specified in the relevant Final Terms) as adjusted for
any applicable margin. Interest periods will be specified in the relevant
Final Terms.




Variable Coupon Amount Notes:

Interest Periods and Interest Rates:

Variable Redemption Amount Notes:

Redemption by Instalments:

Other Notes:

Optional Redemption:

Status of the Notes and the Deed
of Guarantee:

Negative Pledge:

Cross Default:

Early Redemption:

Withholding Tax:

The Final Terms issued in respect of each issue of variable coupon amount
Notes will specify the basis for calculating the amounts of interest payable,
which may be by reference to equity, an index or a formula or as otherwise
provided in the relevant Final Terms.

The length of the interest periods for the Notes and the applicable interest
rate or its method of calculation may differ from time to time or be constant
for any Series. Notes may have a maximum interest rate, a minimum
interest rate, or both. All such information will be set out in the relevant
Final Terms.

The Final Terms issued in respect of each issue of variable redemption
amount Notes will specify the basis for calculating the redemption amounts
payable, which may be by reference to equity, an index or a formula or as
otherwise provided in the relevant Final Terms.

The Final Terms issued in respect of each issue of Notes which are
redeemable in two or more instalments will set out the date on which, and
the amounts in which, such Notes may be redeemed.

Terms applicable to high interest Notes, low interest Notes, step-up Notes,
step-down Notes, dual currency Notes, reverse dual currency Notes, optional
dual currency Notes, partly-paid Notes and any other type of Note which the
Issuer, and any Dealer or Dealers may agree to issue under the Programme
will be set out in the relevant Final Terms or in a drawdown prospectus.

The Final Terms issued in respect of each issue of Notes will state whether
such Notes may be redeemed prior to their stated maturity at the option of
the Issuer (either in whole or in part) and/or the holders, and if so the terms
applicable to such redemption. Subordinated Notes may not be redeemed
until five years after the issue date (or otherwise as permitted by applicable
law) and such redemption is subject to the prior consent of Banco de Esparia.

Senior Notes and the guarantee in respect of them will constitute
unsubordinated and unsecured obligations of the Issuer and the Guarantor,
respectively, and Subordinated Notes and the guarantee in respect of them
will constitute subordinated obligations of the Issuer and the Guarantor,
respectively, all as described in “Terms and Conditions of the Notes —
Status”.

Applicable exclusively to Senior Notes. The Senior Notes will contain a
negative pledge as more fully set out in “Terms and Conditions of the Notes
— Negative Pledge”.

The Notes will contain a cross default in respect of Relevant Indebtedness
of the Issuer and the Guarantor as more fully set out in “Terms and
Conditions of the Notes — Events of Default”.

Except as provided in “Optional Redemption” above, Notes will be
redeemable at the option of the Issuer prior to maturity only for tax reasons.

Payments in respect of Notes will be made without withholding or deduction
for, or on account of, any present or future taxes, duties, assessments or
governmental charges of whatever nature imposed or levied by or on behalf
of the Kingdom of Spain or any political subdivision thereof or any authority
or agency therein or thereof having power to tax, unless the withholding or
deduction of such taxes, duties, assessments or governmental charges is
required by law. In that event, the Issuer or, as the case may be, the Guarantor
will (subject to certain exceptions described below) pay such additional
amounts as will result in the holders of Notes or Coupons receiving such
amounts as they would have received in respect of such Notes or Coupons
had no such withholding or deduction been required. In addition to certain
customary exceptions, no such additional amounts shall be payable to: (a)
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Disclosure of Identity of Holders:

Governing Law:

Listing:

Individual holders who are resident in Spain; (b) Holders in respect of whom
the Issuer or the Guarantor does not receive such information (which may
include a tax residence certificate) concerning such Holder’s identity and tax
residence as it may require in order to comply with Law 13/1985 of 25 May
on investment ratios, capital adequacy and information requirements for
financial intermediaries (Ley 13/1985, de 25 de mayo, de coeficientes de
inversion, recursos propios y obligaciones de informacion de los
intermediaries financieros) as amended (“Law 13/1985”) and any
implementing legislation; and (c) if the Spanish tax authorities make the
determination described in Condition 9 (vi) (see “Terms and Conditions of
the Notes — Taxation” and “Taxation and Disclosure of Information in
Connection with Payments”).

Under Law 13/1985 as amended by Law 4/2008 the Guarantor is obliged
to disclose to the Spanish Tax and Supervisory Authorities the identity of
Holders of the Notes who are Spanish resident holders (individuals or
corporates) and non-Spanish resident holders operating through a
permanent establishment. The Issuer, the Guarantor, the Fiscal Agent, the
common depository for the Notes and the clearing system will follow
certain procedures to facilitate the collection of the above details from
Holders. The implementation of the changes contemplated by Law 4/2008
is subject to the adoption of the relevant secondary legislation, which has
not been adopted at the date of this Prospectus. The Clearing Systems are
expected to follow certain procedures to facilitate to the Paying Agents the
collection of the details referred to the Holders of the Notes. If the
Clearing Systems are, in the future, unable to facilitate the collection of
such information they may decline to allow the Notes to be cleared
through the relevant system as this may affect the liquidity of the Notes.

Pending the enactment of such secondary legislation, and in accordance
with consultations from the General Directorate for Taxation dated
20 January 2009, the current procedures relating to the identity of the
Holders of the Notes, as laid down in section 44 of Royal Decree
1065/2007, remain applicable irrespective of whether or not the Holders of
the Notes are resident in Spain, and the Clearing Systems continue to
require the compliance with such obligation.

A summary of those procedures is set out in “Taxation and Disclosure of
Information in Connection with Payments — the Kings of Spain”.

Holders must seek their own advice to ensure that they comply with all
applicable procedures and to ensure that correct tax treatment of their
Notes. Non of the Issuer, the Guarantor, the Arranger, the Dealers, the
Paying Agents, the Registrars and the Clearing Systems assume any
responsibility therefore.

English, save for the issue of the Notes, including their legal nature and
status, the capacity of the Issuer and Guarantor, the relevant corporate
resolutions, the appointment of the Commisssioner, the constitution of the
Syndicate of Noteholders and status of the payment obligations under the
Deed of Guarantee, which are governed by the laws of Spain.

This Base Prospectus has been approved by the Financial Regulator as
competent authority under the Prospectus Directive. The Financial
Regulator only approves this Base Prospectus as meeting the requirements
imposed under Irish and European Union law pursuant to the Prospectus
Directive. Application has been made to the Irish Stock Exchange for the
Notes to be admitted to the Official List and trading on its regulated market,
as specified in the relevant Final Terms. As specified in the relevant Final
Terms, a Series of Notes may or may not be listed on the Irish Stock
Exchange and/or admitted to listing, trading and/or quotation by any other
listing authority, stock exchange and/or quotation system.




Selling Restrictions:

Risk Factors:

Representation of holders of the
Notes:

Rating:

United States, United Kingdom, Spain and Italy. See “Plan of Distribution”.

In connection with the offering and sale of a particular Tranche of Notes,
additional selling restrictions may be imposed which will be set out in the
relevant Final Terms.

Prospective investors should understand the risks of investing in any type of
Note before they make their investment decision. They should make their
own independent decision to invest in any type of Note and as to whether
an investment in such Note is appropriate or proper for them based upon
their own judgment and upon advice from such advisers as they consider
necessary.

For a description of certain risks involved in investing in the Notes, see
“Risk Factors”.

Risk factors are designed both to protect investors from investments from
which they are not suitable and to set out the financial risks associated with
an investment in a particular type of Note.

The Fiscal Agency Agreement contains provisions for convening the
Syndicate of holders of Notes to consider any matter affecting their
interests.

Tranches of Notes may be rated or unrated and if rated, such ratings will be
specified in the relevant Final Terms. A rating is not a recommendation to
buy, sell or hold Notes and may be subject to suspension, reduction or
withdrawal at any time by the assigning rating agency.




RISK FACTORS

Prospective investors should read the entire Base Prospectus. Certain capitalised terms used in this section are
defined in the Conditions and/or will be defined in the applicable Final Terms. Investing in the Notes involves
certain risks, as more fully set out below. Prospective investors should consider, among other things, the following:

Each of the Issuer and the Bank believe that the following factors may affect its ability to fulfil its obligations
under the Notes. Most of these factors are contingencies which may or may not occur and each of the Issuer
and the Bank is not in a position to express a view on the likelihood of any such contingency occurring.

In addition, factors which are material for the purpose of assessing the market risks associated with the Notes
are also described below.

Each of the Issuer and the Bank believes that the factors described below represent the principal risks inherent in
investing in the Notes, but the inability of the Bank to pay interest, principal or other amounts on or in connection
with the Notes may occur forother reasons and the Bank does not represent that the statements below regarding
the risks of holding the Notes are exhaustive. Prospective investors should also read the detailed information set
out elsewhere in this Base Prospectus and reach their own views prior to making any investment decision.

Potential Noteholders (as defined herein) are alerted to the statements under “Taxation and Disclosure of
Information in connection with Payments” regarding the tax treatment in the Kingdom of Spain of income in
respect of Notes and to the disclosure requirements imposed on the Guarantor relating to the identity of certain
Noteholders. In particular, income in respect of the Notes will be subject to withholding tax if certain
information regarding Noteholders is not received by the Guarantor as described herein.

Defined terms used in the statements below have the meanings assigned to them elsewhere in this Base
Prospectus, including in “Conditions of the Notes”.

Factors that may affect the Issuer’s ability to fulfil its obligations under the Notes

Dependence on other Group members

The Issuer is a finance vehicle established by the Guarantor for the purpose of issuing the Notes and on-lending
the proceeds within the Group. The Issuer is therefore dependent upon other members of the Group paying interest
on and repaying their loans in a timely fashion. Should any Group member fail to pay interest on or repay any loan
in a timely fashion this could have a material adverse effect on the ability of the Issuer to fulfil its obligations under
the Notes and that is the reason why the Notes are guaranteed. By virtue of its dependence on other Group members,
each of the risks described below that affect the Guarantor will also indirectly affect the Issuer.

Factors that may affect the Bank’s ability to fulfil its obligations under the Guarantee of the Notes

The Bank’s business is substantially dependent on the Spanish economy

As the Bank’s activity is mainly concentrated in Spain, its performance is influenced by the cyclical nature of
financial activity in that country, which is in turn impacted by both domestic and international economic and
political events. There can be no assurance that any adverse changes that may affect the Spanish economy will not
negatively affect the Bank’s financial position.

Risks involved in the Bank’s activities

The principal types of risk to which the banking activities of the Group (as defined below) are subject include
the following:

Credit Risk: Credit risk can be defined as possible losses which may be generated by a potential default in
whole or in part of obligations by a counterparty or debtor. These obligations arise in both the financial activities
of the Group and its dealing and investment activities since they arise by means of loans, fixed interest or equity
securities, derivative instruments or other types of products (for example, guarantees).

Market Risk: Market risk refers to the uncertainties to which the Group’s financial position and future income
are exposed as a result of adverse movements in the prices of financial instruments with which the Group operates
in its activities in financial and securities markets.

Interest Rate Risk: Overall balance sheet interest risk can be defined as the extent to which an institution may
be affected by future movements which occur in market interest rates. The principal reasons for this risk derive from
the different speed and intensity with which changes in market interest rates are passed on to assets, liabilities and
off-balance sheet positions based on the times when they fall due and repricing.
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Short term effects are shown in the profit and loss account and in the medium term are manifested by
movements in the financial value of assets and liabilities which form part of the balance sheet.

Liquidity Risk: Liquidity risk comprises uncertainties in relation to the Group’s ability, under adverse
conditions, to access funding necessary to cover its obligations to customers, meet the maturity of its liabilities and
to satisfy capital requirements. It includes both the risk of unexpected increases in the cost of financing and the risk
of not being able to structure the maturity dates of the Group’s liabilities reasonably in line with its assets, as well
as the risk of not being able to meet its payment obligations on time at a reasonable price due to liquidity pressures.

Exchange Rate Risk: The exchange rate risk consists of the potential losses which may occur as a result of
adverse movements in exchange rates in respect of the different currencies in which the Group operates. The Issuer
has adopted a policy of maintaining a low or very low profile in its exposure to this type of risk factor.

Operational Risk: Operational risk includes:

(a)  The business risk which may result from unforeseeable changes in external factors without sufficient
time to make the structural changes necessary to adapt to them, and the risk that unforeseeable events
occur which could lead to losses for the Group.

(b)  Transactional risks resulting from errors in execution, registration failure, deriving from the complexity
of certain products, errors in delivery and/or liquidation and/or human error.

(c) Risks in operational controls which include losses resulting from potential errors in transaction
documentation, in obtaining the appropriate authorisations, fraud, lack of personnel training, failure to
comply with limits or procedures laid down, failure of internal controls or unavailability of personnel.

(d)  Losses resulting from material loss and damage as well as extreme events, for example natural disasters.
(e) Data processing risks, such as programming errors, systems failure and application design errors.

(f)  Legal risks, including the possibility that transactions may not be legally enforceable in the existing
legal and/or regulatory framework, and also that change in law and regulations may negatively affect the
situation of the Group.

Other Risk Factors: There are other risk factors linked to the evolution of the Spanish economy which could
have an adverse effect on developments in the business and profitability of the Bank, which in particular include
movements in employment and the housing market and growth in the economy in general.

Increased exposure to the real estate market has made the Bank more vulnerable to market fluctuations in the price
of real estate

As a material portion of the Bank’s loan portfolio is linked to the real estate market, it is exposed to market
fluctuations in the price of real estate in various ways.

To begin with, mortgage loans are one of the Bank’s main assets. Population increase, economic growth and
the strength of the labor market in Spain, together with the decrease in interest rates within the EU, have led to an
increase in demand for mortgage loans in the last few years. This has contributed to increased real estate prices in
Spain, which, in turn, has led to speculation that there could be a significant downturn in the Spanish real estate
market. A decrease in real estate prices, particularly coupled with an increase in interest rates or unemployment in
Spain, could have a significant negative impact on the default rate of the Bank’s mortgage portfolio.

Accordingly, a deterioration in the Spanish real estate market could materially adversely affect, the Bank’s
business, financial position and results of operations.

Household and corporate indebtedness could endanger the Bank’s asset quality and future revenues

The indebtedness of Spanish households and firms has increased in recent years, which represents increased
risk for the Spanish banking system. The increase of loans referenced to variable interest rates make debt service
on such loans more vulnerable to changes in interest rates than in the past. The increase in households’ and firms’
indebtedness also limits their ability to incur additional debt, decreasing the number of new products the Bank may
otherwise be able to sell them.

The Bank faces increasing competition in its business lines

The markets in which the Bank operates are highly competitive. Financial sector reforms in Spain and in the
European Union have increased competition among both local and foreign financial institutions, and the Bank
believes that this trend will continue. Some of the Bank’s competitors, including well-established domestic banks
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in each of the regional Spanish markets in which it operates, as well as international banks with operations in the
regions in which the Bank operates, may have better banking relationships with corporate clients that comprise one
of its target customer bases and may have greater resources.

These and other factors related to competition could have a material adverse effect on the Bank’s ability to
compete effectively in these markets, and could adversely affect its business, financial condition and results of
operations.

In addition, the Bank faces increased pressure to meet rising customer demands to provide new banking
products. There is no guarantee that the Bank’s management and employees will succeed in adopting new work
methods and approaches to customer service that will keep up with the pace of change in the current banking
environment, which may adversely affect its ability to successfully compete in its primary markets.

Further, the number of banking transactions conducted over the internet in the markets in which the Bank
operates has grown in recent years and is expected to grow further. The Bank may be unable to compete with other
banks that offer more extensive online services to their customers than it currently offers to its customers. The Bank
also faces competition from non-bank financial institutions and other entities, such as leasing companies, mutual
funds, pension funds and insurance companies and, to a lesser extent, department stores (for some consumer finance
products).

Risks in Relation to the Banking Market generally

The Group is vulnerable to the current disruptions and volatility in the global financial markets as well as to
government action intended to alleviate the effects of the current financial crisis.

Since August 2007, the global financial system has experienced difficult credit and liquidity conditions and
disruptions leading to less liquidity, greater volatility, general widening of spreads and, in some cases, lack of price
transparency on interbank lending rates. In September 2008, global financial markets deteriorated sharply following
the bankruptcy filing by Lehman Brothers Holding Inc. In the days that followed, it became apparent that a number
of other major financial institutions, including some of the largest global commercial banks, investment banks,
mortgage lenders, mortgage guarantors and insurance companies, were experiencing significant difficulties.

In recent months, there have been runs on deposits at several financial institutions and numerous institutions
have sought additional capital. Central banks around the world have coordinated efforts to increase liquidity in the
financial markets by taking measures such as increasing the amounts they lend directly to financial institutions,
lowering interest rates and significantly increasing temporary reciprocal currency arrangements (or “swap lines”).

Global investor confidence remains low and credit remains relatively scarce. In addition, the world’s largest
developed economies, including Spain, are widely considered to be in the midst of, or about to enter, economic
recessions. Continued or worsening disruption and volatility in the global financial markets could have a material
adverse effect on the Group’s ability to access capital and liquidity on financial terms acceptable to the Group, if at
all. If capital markets financing ceases to become available, or becomes excessively expensive, the Group may be
forced to raise the rates it pays on deposits to attract more customers. Any such increase in capital markets funding
costs or deposit rates would entail a repricing of loans, which would result in a reduction of volumes, and may also
have an adverse effect on the Group’s interest margins.

Risk Factors Relating to the Notes

Some Notes may be subordinated to most of the Issuer’s liabilities

If in the case of any particular Tranche of Notes the relevant Final Terms specify that the Notes are
subordinated obligations of the Issuer and the Issuer is declared insolvent and a winding up is initiated, it will be
required to pay the holders of senior debt and meet its obligations to all its unsubordinated creditors in full before
it can make any payments on the relevant Notes. Depending on the status of a particular Tranche of subordinated
Notes, the Issuer may also be required to pay the holders of other subordinated debt instruments in full before it
can make any payments on the relevant Notes. If this occurs, the Issuer may not have enough assets remaining after
these payments to pay amounts due under the relevant Notes.

There is no active trading market for the Notes

Notes issued under the Programme will be new securities which may not be widely distributed and for which
there is currently no active trading market (unless in the case of any particular Tranche, such Tranche is to be
consolidated with and form a single series with a Tranche of Notes which is already issued). If the Notes are traded
after their initial issuance, they may trade at a discount to their initial offering price, depending upon prevailing
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interest rates, the market for similar securities, general economic conditions and the financial condition of the Issuer
and the Guarantor. Although application has been made to the Irish Stock Exchange for the Notes to be admitted
to the Official List and trading on its regulated market, there is no assurance that such application will be accepted,
that any particular Tranche of Notes will be so admitted or that an active trading market will develop.

Accordingly, there is no assurance as to the development or liquidity of any trading market for any particular
Tranche of Notes.

The Notes may be redeemed prior to maturity

Unless in the case of any particular Tranche of Notes the relevant Final Terms specify otherwise, in the event
that the Issuer or the Guarantor would be obliged to increase the amounts payable in respect of any Notes due to
any withholding or deduction for or on account of, any present or future taxes, duties, assessments or governmental
charges of whatever nature imposed, levied, collected, withheld or assessed by or on behalf of Spain or any political
subdivision thereof or any authority therein or thereof having power to tax, the Issuer may redeem all outstanding
Notes in accordance with the Conditions.

If the Final Terms specify that the Notes are redeemable at the Issuer’s option in certain other circumstances
the Issuer may choose to redeem the Notes at times when prevailing interest rates may be relatively low. In such
circumstances an investor may not be able to reinvest the redemption proceeds in a comparable security at an
effective interest rate as high as that of the relevant Notes.

Because the Global Notes will be held by or on behalf of Euroclear and Clearstream, Luxembourg, investors will
have to rely on their procedures for transfer, payment and communications with the Issuer and/or the Guarantor

Notes issued under the Programme may be represented by one or more Global Notes. Such Global Notes will
be deposited with a common depositary for Euroclear and Clearstream, Luxembourg. Except in the circumstances
described in the relevant Global Note, investors will not be entitled to receive definitive Notes.

Euroclear and Clearstream, Luxembourg will maintain records of the beneficial interests in the Global Notes.
While the Notes are represented by one or more Global Notes, investors will be able to trade their beneficial
interests only through Euroclear and Clearstream, Luxembourg.

While the Notes are represented by one or more Global Notes the Issuer and the Guarantor will discharge their
payment obligations under the Notes by making payments to the common depositary for Euroclear and
Clearstream, Luxembourg for distribution to their account holders. A holder of a beneficial interest in a Global Note
must rely on the procedures of Euroclear and Clearstream, Luxembourg to receive payments under the relevant
Notes. The Issuer and the Guarantor have no responsibility or liability for the records relating to, or payments made
in respect of, beneficial interests in the Global Notes.

Holders of beneficial interests in the Global Notes will not have a direct right to vote in respect of the relevant
No