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Disclaimer

This presentation has been prepared by Banco Popular solely for purposes of information. It
may contain estimates and forecasts with respect to the future development of the business
and to the financial results of the Banco Popular Group, which stem from the expectations of
the Banco Popular Group and which, by their very nature, are exposed to factors, risks and
circumstances that could affect the financial results in such a way that they might not
coincide with such estimates and forecasts. These factors include, but are not restricted to, (i)
changes in interest rates, exchange rates or any other financial variables, both on the
domestic as well as on the international securities markets, (ii) the economic, political, social
or regulatory situation, and (iii) competitive pressures. In the event that such factors or other
similar factors were to cause the financial results to differ from the estimates and forecasts
contained in this presentation, or were to bring about changes in the strategy of the Banco
Popular Group, Banco Popular does not undertake to publicly revise the content of this
presentation.

This presentation contains summarised information and may contain unaudited information.
In no case shall its content constitute an offer, invitation or recommendation to subscribe or
acquire any security whatsoever, nor is it intended to serve as a basis for any contract or
commitment whatsoever.
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In spite of the crisis our strengths remains in good shape

v' A pure retail and commercial bank:
v loan to assets v" The highest pre-provision profit over loans (D

76%0

71% 1.93%

1.90%

41%0

1.71%

Spanish European Spanish European
Banks Banks Banks Banks
v' The strongest core capital v The most efficient bank: C/I ratio
9.93%
38% 58%
47%
8.78% 8.93%
Spanish European Spanish European
Banks Banks Banks Banks

(1) Pre-provisioning profit/average gross loans
Source: Quarterly reports as of March 11; Spanish Banks: Santander Spain, BBVA lberia, Banesto, Sabadell, Bankinter & Criteria S)l BANCO
European Banks, analyst’ estimations
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Our priorities remain focused:

v' Solvency: Core capital v/ Stabilize bad/debt ratios

9.93% 5.44%
8.74%0 4.91%0

O,
6.60%  6.60% 7.23% 3.82%

0.73%  0.98%

[ ]

T T T T T

1Q-07 1Q-08 1Q-09 1Q-10 1Q-11 1Q-07 1Q-08 1Q-09 1Q-10 1Q-11
v Reduce wholesale funding reliance v Gain quality market share()

5.24%

236%
218%
194%
159% . 150%
o, 4.63%0
4.53% 4.60%6

1Q-07 1Q-08 1Q-09 1Q-10 1Q-11 1Q-07 1Q-08 1Q-09 1Q-10

M Business market share: credits and deposits. Source: T7 form. Latest available data. iAo
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Financial Highlights

Net interest income 516 552 -6.7% 663 -22.3%
Fees and commissions 172 169 1.3% 163 5.4%
Trading and other income 88 58 52.7% 74 19.2%

Gross operating income 776 780 -0.5% 901 -13.9%
Expenses -326 -348 -6.5% -309 5.3%

Pre-provisioning profit 450 431 4.2% 591 -23.9%
Provisions for loans and investments -409 191 = 276 48.1%

(ordinary & accelerated)

Provisions for real estate (ordinary &

accelerated), goodwill and extraordinary 71 -144 - -39 -
gains
Net profit 186 69 > 204 -9.0%
Wholesale funding dependence (% assets) 28% 28% - 33% -5%
Efficiency ratio 38.37% 41.29% -2.92% 31.47% +6.90%

N© of shareholders up by 11,700 (+8%b0) in 2010

Note: restated 2010 following Allianz-Popular Holding P iAo
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Summary remarks 1Q2011

= Net Profit of €186m (4Q-2010: €69m; 1Q-2010: €204m).

= Lower NII and lower Credit provisions, as expected. In the next 3
quarters NI11I will go up.

= €498m capital gains devoted to accelerated provisions (mainly
RE). Total provisions for the quarter, €836m.

= No use of Generic Provisions this quarter (balance €327m).

= NPL entries stable. Bad Debt ratio at 5.44%, 77 b.p. below the
industry. RE coverage at 34%o.

= Comfortable liquidity position. Lower dependence of wholesale
funding.

= Sound Core Capital position, at 9.93%.

N BANCO
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e Lower NIl due to asset & liabilities repreciation mismatch & higher cost of fundinlg,
as expected.

e We expect NI1 to improve in the next quarters. 1Q will be probably the “floor” in 2011.

Net interest income Interest revenues/Interest expenses

(€, million) (€, million)
m=====+ 22306 )-----

1Q-10 4Q-10 1Q-11

552
! !
1Q-10 4Q-10 1Q-11
B Earning assets O Customer funds B Wholesale funds
Note: restated 2010 following Allianz-Popular Holding S BANCO
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e In spite of higher cost of funding in Spain, NIl better than peer%.
Customer spreads edging up.

Customer spreads Net interest income (1Q-11)
4.20%0 4.05%0 4,06%0
[ —
— -
A A 4 1.62%
! : ; 1.60%0
| i | 1.46%
2.77%: 2.21%! 2.25%!
: v 0.89%0
¢ )7 o
— 1.84% 1.81%
1,43%0
1Q-10 4Q-10 1Q-11 Bank 1 Bank 2 Bank 3
Loans to Funds from Customers
Customers
Source: Quarterly reports
Note: Comparable banks include Sabadell, Banesto and Bankinter. [ BANCO,
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e Loans marginally up in spite of the sluggish demand of credit. We kegp

our good mix.

Loans evolution

Loans breakdown by sector

(€, million)

™

Mar-10

Mar-11

Public Sector
1%

Micro companies
6%0

Retail individuals

Small enterprises 26%0

16%
Premier and private
individuals
Mid-Sized 3%
Corporates
20% Corporates

28%

v New retail customers: 340,000 in 2010; 49,000 in 1Q11
v" New SMEs: 54,000 in 2010; 15,000 in 1Q11
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e Customer deposits up again. Growth of 7%, allowing for a furthe1r
reduction in the commercial gap.

Cost of the stock of time deposits and €3.2bn y/0/y reduction of the commercial
front book cost of deposits gap
%
0 291

L

DEPOSITO e 100% renewals
GASOL

_ ——— e At a lower cost
JHECHO 2.93% (vs 3.60%
| AMEDIDA 1Q-2010)

o T SiENTA
| MEJOR

* Lengthening
maturities

1Q10 2Q10 3Q10 4Q10 1011

1Q-11: New deposits at lower rate than
I Cost of the stock —=— Cost of new deposits stock

& BANCO
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e Costs under control (down 6.5%0 in the quarter) in spite of higher IT
Investments.

Costs evolution 09-10 & 1Q10 -4Q10 - 1Q11

(€, million) L L
: - > +

v
348
326
378
792 198 190
Dec-09 Dec-10 1Q-10 4Q-10 1Q-11
B Personnel costs O Other costs B Rental costs™ B Personnel costs O Other costs @ Depreciation & amortisation

Optimized branch network and still capturing synergies
from the merger of our subsidiaries

Ny BANCO
# POPULAR
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e Recurrent operating performance remains stronger than peers’
v' BPE recurrent pre-provision margin recurrently above peers
v BPE average 2009-2010 PPP margin of 0.56% is significantly higher than that of peers
v' Risk absorption capacity much higher than peers’

1

.. . . (
Quarterly pre-provisioning margin over loans

0.65%
0.63%

0.60%
0 0.58% 0.58%

Average
0.56%

Average
0.34%

Average
0.22%

Average
0.20%0

0.05%

1Q09 2Q09 3Q09 4Q09 1Q10 2Q10 3Q10 4Q10

—m— BPE —m— Bankia —m— Caixa SAB

(1) PPP margin calculated as: Net interest income + net commissions + trading income. Bankia: 2Q10 trading income for Bancaja has [ ale
been normalised assuming the average of the analysed period

Source: Annual and quarterly reports and CECA
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e Capital Gains arising form the Allianz-Popular holding have allowed us to accelerate
Credit (+€141m) & Real Estate (+€325m) provisions.

(i) Lower needs of specific provisions. Generic Provisions untouched in the quarter
(balance remaining at €327m).

(i) Lower regulatory provisions for real estate (€102m). Exceptional €325m new buffer
for RE investments

Provisions for loans and investments Provisions for owned real estate
(€, million) D
! v
. D . Gy
v 1 I 427
1 |
1 |
276 191 409 i !
31 = 141 }Extrao_rc_iinary 325 Extraordinary
387 | provisions 120 142 provisions
- " 102 ‘
1Q-10 4Q-10 1Q-11

1Q-10 4Q-10 1Q-11

O Specific and other (*) Bcountercyclical B lnvestments

B Recoveries from written loans

& BANCO
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 Net NPL entries stable at 2010 levels (60%0 of 2009 levels). |

e Bad Debt ratio below the industry.

Evolution of net entries of NPLs NPL ratio evolution
(€, million)
. :
|
v
539 557
°15 6.21%
5.82%
386 5.48% >0.77%
336 5.29% 53294
5.04% -
4.54% 481% ‘ ) ﬁm/
. v . 0
;i 5.0496 5-17% 527%
(o) (o)
4.63%4'81/0 4.91%
4.39%
1Q-10 20-10 30-10 40Q-10 10-11 jun-09 sep-09 dec-09 mar-10 jun-10 sep-10 dec-10 mar-11

Banco Popular Average Spanish industry®

74% of NPL entries with mortgage collateral

M Average banks and saving banks.
™ Data as of February 2011
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e Provisions stock up by €1.1bn. Adequate coverage at 9é:73% (aftLr
haircuts).

Provision Stock Coverage analysis
(€, million) (€, million)
Coverage: 98.739%
—o--CeL164m - J >
I
l 9,282 9.164
! 5,605
wiite-fts - e
including BoS
) haircuts
3 38.8%
2ol 2,299 NPLs Provision
Stock
61.2%
724 T 327 1 r T )
1Q-10 1Q-11 NPLs and write-offs Effective Collaterals including
BoS haircuts

B Countercyclical provisions O Specific allowances & other
B Write-offs

& BANCO
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e L oans to Real Estate & Construction

NPLs and Substandard (“watch list”) Coverage of NPLs and Substandard loans (“watch list™)

(€, million) (€, million)

15.88%) (68.37%

18,135 2,857

2,879
] ’
[ 1]

Total
Coverage

12,399
Write-offs
Write-offs
Substandard Provisions
(“watch list”)
Collateral
NPLs with haircut
Construction and NPLs Substandard(watch Exposure NPL + Substandard + Write offs ~ Coverages + Collateral + Write
RE purposes list) offs

A
v

Still performing!
Global Coverage without haircuts: 162%

BANCO

Data as of 31.03.11 POPULAR
19




Real Estate assets in Spain \

Real Estate assets, including long term

iInvestments (€, million) Assets on rental ( €,million)
Net amount 3,557
U Construction and developers 2,761 Net amount 618
U Residential repossessions 370
EI_O_ther Non RE companies repossessions 426 Capital instruments (€,million)
Provisions 1,430

Net amount 308

Assets on rental
14%

Finished Buildings

Capital Instruments 20%

7%

Buildings under

Other foreclosed .
construction

assets
10% 9%
House acquisition
8%
32%
Coverage: 34%(1) (up from 29% (2))
(1) Provision over acquired and repossessed assets and capital instruments. Data as of 31.03.11 PiBanco

(2) As of December 2010
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e On Solvency, we keep a very good Core Capital position at 9.93% (no need
to reduce RWA). Well prepared for Basle 111 both at Capital & Leverage
levels.

Core capital

9.93%

9.66%0

9.37%

8.60%0

v Core capital : €9.0 bn

v Leverage Ratio: 14.22x (7.03%0) vs.
30x European average™

W Santander Sabadell Banesto

*
Source: ksw

Ny BANCO
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e According to Standard & Poors Risk Adjusted Capital (RAC) measure,-as of June WL
hold the leading capital position amongst Spanish Banks and a privileged position
amongst Euro banks. S&P criteria is very much aligned with Basel 111 approach

Estimated RAC ratio as of June 2010-after
diversification/concentration (20)

—————————————————————————————

i 9.93 '
' 8.90 ,
8.03 7.96 | i
7.58 ! !
| | ST Global Credit Portal
! ! = RatingsDirect’
i i ey N
| | Drespite Significant Progress, Capital
| | Is 50ill A Rating Weakness For Large
| | Global Banks
75 Large Global European Banks Spanish Banks ex i Popular Popular Q1-11 i
Banks (*) ™) Popular (*) | '
“ Average RAC Ratio. Banks means Banks and Savings RO

Source: Standard & Poor’s
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3
\

e Following the increase in customer deposits, the loan:deposit ratio
Improves to 150%0 vs 236%b6 at the beginning of the crisis.

Evolution of the commercial gap Loans/deposits ratio”®

45’322 47’555 s —€3,237 m L
33,045 N 218% o4
' 29.808 ° 1599  150%
Mar-07 Mar-08 Mar-09 Mar-10 Mar-11 Mar-07 Mar-08 Mar-09 Mar-10 Mar-11

“Note: ex all repurchasing agreements
BANCO
# POPULAR
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e Wholesale funding reduced from €32.7bn to €26.3bn, 20% down y/o)y

we are moving the balance sheet in the right direction

Funds breakdown (Mar-10): €99.2bn

Retail funds

62%0
Wholesale
funding

33%
(€32.7 bn)

Official institutions
5%

M 1% (€1 bn) ECB, y and 5% ICO y EIB

Funds breakdown (Mar-11): €95.0bn

J__ AAAAAAAAAAAAAAAAAAA
Retail funds
66%
Wholesale
. funding
|4 28%

6%0

26

/ (€26.3 bn)

~~~~~~~~~~~~~~~~~~~~ " Official institutions®

Ny BANCO
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e In spite of the difficult environment for Spanish issuers, markets remain

open for us. First senior issue since 2007.

New issues 1Q-11: €1,700m ASW New issues’ performance

Covered bonds: 280 -
260 -
€1,200 m o
71%0 220
200 -
180
Senior Debt: 160 : : . i . .
£€500m T T 5 & & & =®
= e~ = e~ o~ i~ =
29% 5 g g & & = =
8z 8§ E B

- Cédulas €1bn 02/13

Senior €500m 04/13

All issues as of May 1t 2011 P oo
27



e Short term Wholesale maturities €4.4 bn lower vs 1Q2010.

Wholesale funding breakdown (1Q-11 vs 1Q-10)

ECP 5.4 1.2

Interbank funds 3.5 3.3
‘shorttermfunding  se  Cas >
""" oy saas

Covered Bonds 11.9 13.8

Securitization 1.8 1.1

Subordinated debt 1.8 2.3
longtermfunding 238 a8

Total €32.7bn €26.3bn

& BANCO
POPULAR
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e Confortable Liquidity position

Long and medium term debt maturities and second line of liquidity (cash basis)

(€, million)

€12,214m

A

6,540

327
316~
166
- E— 150
2011 2012 2013 2014 2015 Second
5 line of
» liquidity

OEMTN HE Covered bonds B Securitization EEEMTN GGB

* Data as of April-11. N BANCO
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e Ratings of Banco Popular

Individual
Long Short Financial
Term Term Subordinated Strength Outlook Action / Date
Moody's A2 P-1 A3 C- Negative Downgrade @ / Mar 11
Fitch A F1 A- B/C Stable Downgrade® / Jul 10
DBRS AA- R-1M AH Stable Downgrade / May 11
S&P A- A-2 A- Negative Downgrade / Febl1l

Cédulas Hipotecarias Programme Aaa/AAA by Moody’s and S&P

(1) Moody'’s revision on 30 Spanish bank due to reassessment of Spanish Government’s support

(2) Following downgrade of the Kingdom of Spain in July D COPULAR




*Wrap — up:
10 Credit highlights summary

» Strong and well-establish  Management focus and commitment
commercial and retail focused to improve BPE’s credit fundamentals
banking franchise

e Adequate and improving funding = Strong capitalization

profile

 Commercial strategy focused on the e Prudent risk management policies
customer

= Strong recurrent income generation e Strong and long-standing support
/ top-of-the-class pre-provision from core shareholders

margin

 Best-in- class efficiency levels e High systemic importance

N BANCO
# POPULAR
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Many Thanks.

Happy to take any questions.

Ny BANCO
# POPULAR
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e Macro economic indicators are improving and imbalances in the
economy are adjusting...

GDP (%0) GDP components
15.0 +
10.0
5.0
0.0
-5.0
-10.0
-15.0
-20.0 -
-25.0 -
1008 2Q08 3Q08 4Q08 1Q09 2Q09 3Q09 4Q09 1Q10 2Q10 3Q10 4Q10
. Exports - QoQ growth = Imports - QoQ growth [ Private consumption - QoQ growth
1Q08 2Q08 3Q08 4Q08 1Q09 2Q09 3Q09 4Q09 1Q10 2Q10 3Q10 4Q10 1Q1le === Exports -YoY growth Imports - YoY growth ==4==Private consumption - YoY growth
N Spain - quarterly change EEMEU - quarterly change ~ e=#==Spain - % change YoY ~ ==#==EU - % change YoY === Domestic demand - YoY growth
Public deficit is starting to decrease Improving current account deficit
0.0% 0% t t t t t } } } !
-2.0%
-2.0% - 204
-4.0% - 4%
-6% -
-6.0% -
-8% -
-8.0% N /
-10% - =
-10.0% -
0.0% 12% -
12.0% - 111% $ 2 228 3 885 888 3 8
2008 2009 2010e 2011e 2012e g g &~ v v 8 8 8 8 88 8 8
Spain Euro area EU 1 Currentaccountdeficit (% of GDP)

——Netlending (+)/netborrowing (-) of the nation (% of GDP)

& BANCO
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Source: INE, Eurostat, EC estimates (European Economic Forecast — February 2011)



e Supported by fiscal consolidation and key structural reforms

Fiscal consolidation

A\

A\

Public expenditure reduction of €5.3 bn in 2010 (~0.5% of
GDP) and €10 bn in 2011 (—~1% of GDP).

Sizable cuts in public investment, transfers and subsidies.

Cut in wages for civil servants and *“freeze” of public
pensions in 2011.

Increases in VAT, excise duties and income tax.

Partial privatization of the lottery business and Aena. These
partial privatisations could raise ~ €14 bn.

Tax cut for SMEs, elimination of contributions to chambers
of commerce.

Deficit reduction, increased confidence in
public finances, decreased sovereign risk

Public pensions system reform

Labour market reform

Y VvV

General application of the “contract to promote indefinite
hiring” with termination payment of 33 days per year of
service vs. the previous 45 days.

FOGASA to pay for 8 days of this payment.

More legal certainty and less burdensome firing process for
permanent contracts.

Clarification of the terms for laying off employees due to
“economic reasons” with a termination payment of only 20
days per year of service.

Negotiations going on for making collective bargaining less
rigid.

Increased flexibility of labour markets,
reduction of unemployment levels

Financial sector reform

Gradual increase in retirement age to 67 years from 65, and
tougher conditions to access a full pension.

Exceptions: People who have contributed to the pension
scheme for 38.5 years can retire at 65 with full benefits.

Age of premature retirement raised to 63 from 61 years.

The period used to calculate the pension will gradually
increase from the current 15 years to 25.

This reform will enter into force gradually between 2013
and 2027.

Lower public expenditure, higher confidence
in future savings and earnings

Restructuring processes have reduced the number of cajas
from 45 to 15, with total capital requests to the FROB of
around €11.5 bn.

Additional transparency requirements with publication of
detailed data on exposure to real estate and construction.
New core capital minimum requirements (8% for banks,
10% for cajas).

Additional capital needs for the sector of €15.2 bn. The
FROB will act as a backstop for those entities that cannot
obtain the required capital from the private sector.

Increased solvency of the system, recovery
of credit, higher confidence from markets

# POPULAR
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e The largest consolidation process in the Spanish financial sector in
recent decades

Banks and savings banks ranking by total assets pre-consolidation (2009, €bn)

272 zag mm Banks Savings Banks

216
192

112
TS

129
853
= == 45 45 =4 =2 .
0 28 2 25 23 23
Al , ,I,H,I,ﬂ,l_l,.,rl,ﬂ,l_l,.,|_|,|_|,|_|,|—|,|—|,|—|,-.2|5| S
= 7 z w 7 5 ki g = 5 =] i . = = m
8 %gggﬁgﬁg_gggggéﬁggggéggg
| ﬁ = N m w ﬂ E 3 = § g - o = = = p
31 z 2 B ¢ 3 & 8 B
8 g 8 g

Source: Annual accounts of all entities & JP Morgan

Banks and savings banks ranking by total assets post-consolidation (2010 pro forma, €bn)

335
280

240 =15 EE Banks Savings Banks Em Pro-forma entity

123
93

81 72 78 75

La Caixa

Sieberid|

g

The number of savings banks have been reduced from 45 to 17 in One year but could be reduced further...

Barcallwvica

—) ool
CEE e Caxa
Cap

Fstrim

BasE
Berddrber

== 20
CHabEspaalrw
[== o= =
LHcoga

Farsbor

LFrim

B. wHaka

Baroo Frenciao
MowaZaixa Cdicia
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e Capital requirements established by the RD 2/2011 will force savings banks to operate
as banks and become foundations or banking franchises

Goals of the new legislation RD Law 2/2011
Improvement of capital ratios of all financial institutions to restore market confidence on Spanish financial system solvency

Complete the ongoing restructuring process among the financial institutions

New capital requirements from 10th march 2011

*New minimum core capital ratio that applies “Basel I11 definition of Core Capital as of 2013
*This ratio will be 8% for all entities...

*And 10% for those entities that at least 20% of their share capital has not been placed with third parties and also, the proportion of funding in
wholesale markets exceeds 20%

*The new core capital will be set relative to the RWA existing as of 315t December 2010.
«If the BoS deems or stress tests indicate additional capital is necessary, the above requirements may be increased

*BoS could impose restrictions on dividends pay-outs, compensations to senior management, treasury stock increases, and
payments to preference shares if the core capital of an entity is 20% below the minimum established on this law

Under the new legislation the FROB increase their existing functions

-Corporate governance: Steering Committee increase from 8 to 9 members with changes in the composition

*FROB is now authorised to acquire ordinary shares to improve capital ratios
*This measure comply with the EU directive

*The purchase price would be conducted under market conditions. In absence of market pricing, the FROB will request a valuation from an
independent expert.

*The acquisition of shares will have a limited horizon (no more than 5 years). The entity will have 2 years to buy-back the shares from the
FROB or to suggest a private investor

The FROB participation will be restricted to acquire shares from a bank, Therefore, if the beneficiary is a savings bank, the saving bank will
have 3 months to transfer all assets/liabilities to a bank

<An entity that receives the FROB aid would need to present a recapitalisation plan (approved by Ministry of Economy and executed under
the supervision of the BoS)

& BANCO

The FROB will be in Management Board of the bank and will have voting rights in line with their stake in the bank P POPULAR
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» Spain is the first country in Europe to implement Basell 111 definition
of core capital

Definition of core capital — in line with Basel 111 for 2013

Capital (including “cuotas participativas™)

Positive results of the year Negative results of the year
Reserves Treasury stock
Positive adjustments on AFS portfolio ~ | Intangible assets (inc. Goodwill) Ratio Core Tier 1
_ _ _ 8,0%0 or greater
Minority interest Valuation adjustments in the AFS
portfolio which are part of
FROB preference shares shareholders equity

Mandatory convertible bonds by 2014

Calendar established to comply with the new legislation

—

10 th March 2011 June — July 2011 30 th September 2011
«15 days to elaborate a =Stress test result «If there are any bureaucracy issues, during the
restructuring plan and restructuring process, Bank of Spain could
calendar approve an extension of 3 months
If FROB injection, the entity eIn an IPO situation, the extension world be until
would have 30 days to March 2012, but the entity would need to present
present the restructuring the following information:
plan *Mandates given to investment bank
eDetailed calendar S 5ANCO

Source: BOE RD 2/2011 & JP Morgan eApproval from the Board 38



e The Spanish financial sector has so far “cleaned” balance sheets
substantially (c. 1096 of GDP) and it has at the same time reinforced

solvency levels

Consolidated provisions since Jan 2008 for the whole system

(€, billion)

91 (Cajas: €52 bn; Banks: €39 bn) <_

29 Specific provisions against
reserves for institutions in
restructuring process

m Reductionin generic
provisions

m Net specific provisions
against P&L

... and has reinforced the Tier 1 capital
of the system by 190 b.p.

During 2008-2010, the Spanish financial
sector has recognized and assumed asset
impairment losses for an amount equivalent to

! almost 9% of GDP ...
%,

Tier 1 capital of Spanish financial system

9,5%
7.6%

Dec-07 Dec-10

The accumulated provisions and the excess of capital over the minimum required along
this 3-year period represent 12.5% of GDP. The coverage of the €15.2 bn additional
capital needs announced by the BoS will increase it to almost | 1494 of GDP

Source: Bank of Spain.

& BANCO
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e Housing market tends to stabilization

* The number of housing transactions (491,000) tends to recovery, partly due to
fiscal incentives, partly because affordability indicators are once again at historically low levels

e Foreign demand is starting to react to price signals

y/0/y housing transactions variation* Affordability indicator%o of disposable income
10,0%
’ | 5,9% 5,9% tes
5.0%
6,3% 55+
0,0% 50
2005 2006 2007 2008 2009 2010 '

5,0% 45

-10,0% 40

12,4%
-15,0% —

35

17,.8%

-20,0% — 30

25

-25,0%

Improving conditions  Worsening conditions

4

-32,6% r 20

-30,0% o

1995 1997 1999 2001 2003 2005 2007 2009 2011

-35,0%

Source:Ministry of public works
* (Base 1996)
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eStock reduction on the real estate sector

e Stock on unsold houses has started shrinking in 2010

Net stock & stock variation Stock reduction path
Net stock m O5Y 0y variation
800 T 7 100
89,8% 700000 - o
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600 1 110 i
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1 40 |
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Started housing construction ®Finished housing construction = Stock
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e The growth of house prices in Spain evidenced a lower overvaluation c_omponént
than that in the other countries (IMF, April 2008)

- It was, therefore, largely based on fundamentals, and this is reflected in a lesser need for
downward corrections

e Demographic and socioeconomic factors
e Spanish euro area membership, with a permanent real interest rate reduction effect, implaying
a permanent increase in asset valuations

Percentage increase in house prices not attributable to fundamentals, %

Ireland 32.1
Metherlands 29 2
. Kingdom 28.0
France

Morway

Denmarlk

Belgium
Spain 17.0
Sweden 16.2
Italy 11.8
Germany 1.7

Austria -6.1

=10 o 10 20 30 40
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Source: IMF April 2008. Spanish banking sector. Bank of Spain’s Presentation 02/11.



- There has been an 18%b6 adjustment in real terms (13% in nominm \
INn house prices in Spain from their peak to 2010 Q4

- This adjustment in prices is consistent with a volume of new house transactions that
has stabilised at around 225,000 units

Provincial breakdown of the growth in house prices

CUMULATED CHANGE IN NOMINAL TERMS
FROM THE PEAK TO THE 4TH QUARTER OF
2010 (%). NATIONAL AVERAGE =-13.1%

/~ M MAXIMUM FALL - 1st QUARTILE
Y s .. " 1st QUARTILE - 3rd QUARTILE
= ' Jrd QUARTILE - MINIMUM FALL

»

Source Spanish banking sector 02/11. Bank of Spain. 43
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General Rules

Regional Governments are subject to the principle
of budgetary stability over the business cycle:
surplus target when positive output gap, deficit real
GDP equals potential GDP

When an Autonomous Community breaches its
fiscal target, it should submit an economic-financial
rebalancing plan to the Fiscal and Financial Policy
Committee (FFPC) which includes all the measures
to be adopted to grant the come back to budgetary
stability on a three year period

Indebtedness is restricted to the

limitations:

following

Destination: Long term debt should be devoted to finance
capital expenses, although in 2009 and 2010 it was possible
to finance current expenses on social policies.

Solvency: annual payments (amortization and interest
rates) should not overpass 25% of revenues

Maximum amount: the limit at the end of each year should
be equal to the stock at the end of the previous year plus
the net debt allowed in order to finance the deficit target.
In case an AC issues debt above its limit, the excess will be
subtracted the following year

Authorization to issue public debt or foreign currency debt

e Fiscal stability rules for Regional Governments

Monitoring & Enforcement

Actions to enforce the compliance with the
budgetary stability objectives could be divided in
two groups:

Actions to prevent deviations: monitoring and
warning

The Ministry of Economy and Finance should notify the
FFPC regarding the budget execution of each region and
their debt authorizations during the first half of the year.
This review will include, for those regions that are at risk of
not fulfilling their target, a plan to adjust revenues and
expenses according to the program.

If the report concludes that there is a risk of not fulfilling
their plans the rest of debt authorizations (more than 50%)
will be stopped until adopting new measure. If the risk is
high, a warning might be sent to the region.

Actions to correct deviations: tightening on the
regime of debt authorizations and graduation of
transfers

The regions will need authorization for all long term credits
asked to the market

Some transfers from the central government will be
graduated or banned upon the fulfilment of the directions
specified in the report by the Ministry of Economy and

Finance that specifies the amount of the deviation, the
causes and measures to fight it.
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e Spain’s consolidated indebtedness

Debt to GDP in 2009 Interest expenditures (2o of GDP)
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Spanish Treasury’s funding plan runs on target
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e Private consumption, equipment and export are sustaining growth

Updated macroeconomic scenario 2011-2014

Macroeconomic scenario 2011-2014 2010 2011 2012 2013 2014

Growth rate in p

GDP 0.1 C13) 23 2.4 2.6
Final Private Consumption Expenditure 1.2 0.9 1.4 1.6 1.9
Final Public Consumption Expenditure -0.7 -1.3 -0.8 -0.6 -0.6
Gross Fixed Capital Formation -7.6 -1.3 2.7 3.7 4.5

Equipment and other products -2.4 3.2 5.2 5.9 6.6

Construction -11.1 -4.7 0.7 1.7 2.4
National Demand (contribution to GDP growth) -1.2 0.0 1.3 1.7 2.0
Exports of Goods and Services 10.3 8.3 7.9 7.2 7.1
Imports of Goods and Services 5.4 3.0 4.1 4.7 5.2
External demand (contribution to GDP grnwth] 1.1 1.3 1.0 0.7 0.6
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» IMF and market consensus GDP growth projections are at similar levels for the \
Spanish economy as for other area countries from 2012

y/0/y charge in GDP. IMF forecasts, % y/0/y charge in GDP. Consensus forecasts, %
q
]
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Source: INE, Eurostat, IMF & Market data

* Nonetheless, and thanks to a good starting position, and to the fiscal consolidation
plan approved by the government, IMF projections place Spain’s debt/GDP ratio below
that of other developed countries

2012 projections, as a proportion of GDP

Cyclically-adjusted

Deficit deficit Public debt
Usa -T2 -5 .4 102
Euro area -4.0 =31 887
France -4.9 -3.8 29.4
Germany -2.3 -2.2 77
[taly -3.5 -2.3 1201
Spain -6.0 -5 726
Japan -8.0 -7 2328
IJ. Kingdom -6.1 -1 5 84 5
Canada -3.3 -25 848
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