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Employment and active population (thousands. 4Q and 1Q16)
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Spanish economy

Better position to face the financial crisis: human

capital, per capita income and
internationalization

Direct investment position abroad
(% GDP)

allll IH

199 199 1997 199 1999 000 2000 2000 2000 2004 005 2006 200V 2008 2008 2000 2011 012 20013 2014 201501

Source: Bank of Spain.
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Real GDP (% y-0-y)
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Source: INE, Stability Programme 2016-2019, IMF (WEO April 2016), and
European Commission (Spring forecast 2016).

Result: differential economic
growth

Private consumption (% y-o-y)

1996 1997 1998 1999 2000 2001 2002 2002 2004 2005 2006 2007 2008 2009 2010 2011 2012 2012 2014 2015
——5Spain Germany — Greece — -France Italy - Portugal — — United Kingdom

Net lending or net borrowing row (% Gop)

10.0

0.0 ¢

150 | : : : : : : : : : : : : : !
1906 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2000 2010 2011 2012 2013 2014 2015
—Spain Germany -— Greece — -France Italy Portugal — — United Kingdom

Source: Eurostat. 3
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Net lending (+) or borrowing (-) vis-a-vis ROW, inflation

% and real GDP annual % change
(% GDP, %)
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Net lending (+) or borrowing (-) vis-a-vis ROW and
unemployment rate
(% GDP, %)

mm Met lending (+)/ Borrowing (-) vis-a-vis ROW

—Unemployment rate (right)

Source: INE, Stability Programme 2016-2019 and MEYSS.
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Sustainable economic growth

Real GDP and nominal GDP and employment
(% y-0-y)
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——MNominal GDP (% Y-O-Y) —=-Employment. National Accounts (%Y-0O-Y) ——Real GDP (% Y-O-Y)

Employment elasticity

Source: INE (CNTR). Average employment created: subtracting last
quarter of the last period of the previous period and divided by the
number of years.
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Contribution to national demand and its components to

-10

GDP growth

(pp and y-o-y % change)
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Source: INE
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I Final consumption expenditure by government

=== National Demand

Key contribution of domestic

demand to economic growth

Domestic demand, external demand contributions

and real GDP
(quarterly data)
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Unit Labour costs
(Index 100=2010)

1995 1996 1997 1998 1999 2000 2001 2002 2008 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

= NULC SPAIN

Competitiveness

Energy and non-energy trade balance
(M€)

g
L

55555555555555555555555555555555555

i Saldo no energéticas B Saldo energéticas ——>Saldo comercio exterior

Non-energy -65,082| -5,179 [ 15,790 25,965 | 15,368 | 3,243 925
Energy -33,870|-41,159|-46,547|-41,920(-39,840(-27,417| -6,506
Total

Imports 31.7 | 29.1 | 29.1 | 28.7 | 30.1 | 30.6 30.4
Exports 25.7 | 29.0 | 30.6 | 32.0 | 32.5 | 33.0 31.7
Total -6.0 -0.2 1.5 3.2 2.5 2.4 13
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Fiscal effort 2012 -2014
(Change in the cyclically adjusted primary balance, % potential
GDP)

Net lending (+) or net borrowing (-) by institutional sector
(% GDP)

12 7

10

Latwia M
Finland I
Malt_
Switzerlar—:

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016f2017f2018f2019f 1 !

Luxembourg B

mEPublic sector  muPrivate sector  ==Net lending/borrowing vis-a-vis ROW 2

[=1 [ [ [es = wn
Portugal —
Spain [ $
Greece —
United States —
Ireland I ——
Denmark _
Slovenia _
G7 _
G20 Advanced _
Netherlands I ——
Italy _
Australia _
Euro Area —
Slovak Republic N
Canada I
Czech Republic I
France II———
Belgium |E——
Japan I
Germany I
Austria [

United Kingdom [

Source: INE, IGAE and Stability Programme 2016-2019 Source: FMI, Fiscal Monitor Oct 15

borrowing (-) vis- | -3.34 | -2.89 0.07 2.22 1.57 2.13 2.09 2.4 2.2 2.2 2.3
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General Government balance,
fiscal effort and economic
growth

Net lending (+)/net borrowing (-)
(%GDP)
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I Real GDP growth (y-o-y26) —_—General Government balance (266G DP)

-9.3 2.5 -6.8 0.6 -6.2 -5.9 -3.5

-6.8 3.0 -3.8 -0.1 -5.8 -2.1 0.8 3.8 4.3
-6.6 3.4 -3.3 -0.4 -1.6 -1.4 2.0 0.7 1.1
-5.8 3.4 -2.4 -0.2 -1.4 -1.0 2.4 0.4 0.4
-5.0 3.1 -1.9 0.2 -2.0 -1.8 1.3 -0.8 -1.1
-3.6 2.9 -0.8 0.5 -1.7 -1.8 1.1 0.0 -0.2
-2.9 2.7 -0.2 0.8 -1.9 -1.7 1.0 0.1 -0.1
-2.2 2.6 0.4 1.1 -1.9 -1.9 0.7 -0.2 -0.3
-1.6 2.5 0.9 1.3 -1.9 -1.9 0.6 0.0 -0.1

Source: IGAE, MINHAP, MINECO. Excluding 2008-2009 Settlements of the territorial financing system for 2010-2011. 9
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Net lending (+)/net borrowing (-) (% GDP)

tab

I|ty targets

*2011 Excluding 2009 Settlements of the territorial financing system.

PPPs -2,033
Hepatitis C -1,094
Guarantees -200
Restitution of the Christmas bonus 2012 (net) -1,930
UMTS auction 1,643
Flat rate and minimun exempt -925

Source: MINHAP
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Budgetary policy, Expenditure

General Government expenditure(%)

26 ] —— p—_

32
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Expenditure (y-o-y %% change) right axis

Expenditure (26 GDP)

Primary Expenditure (2 GDP)

e Nominal GDP (yv-o-y 2% change) right axis
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Source: IGAE, INE, MINHAP and Stability Programme 2016-2019. Expenditure not including financial assistance one-offs expenditure.
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Source: IGAE, MINHAP, European Commission. Including financial assistance
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—Bud

General government expenditure by function (2007=100)

xpenditure by
function

53.122
66.326
68.921
73.339
72.002
69.895
68.297
68.895
69.906
71.413

10.803
11.138
9.679
9.862
9.023
10.333
9.665
10.197
11.744
11.781

20.141
23.229
21.194
21.048
21.064
22.035
21.504
22.292
22.840
23.610

55.955
60.636
82.901
46.553
46.008
45.568
46.271
47.296
47.437
49.891

10.764
10.174
9.302
8.621
8.701
8.900
8.753
9.038
9.333
9.752

9.814
6.063
4.824
4.681
5.171
5.154
5.054
5.196
5.421
5.742

61.238
69.240
64.685
63.152
63.339
66.744
66.508
68.528
70.198
72.409

16.933
16.214
12.653
11.809
11.992
12.018
12.027
12.435
12.813
13.345

43.336
47.137
43.307
42.079
42.298
43.547
43.483
44.910
46.010
47.502

10

138.574
180.104
182.605
184.293
183.443
184.227
187.211
190.680
195.389
200.388

Pens

89.979
109.676
112.378
117.039
120.906
125.009

Unerm.

Other

Total

420.680
490.261
500.071
465.437
463.041
468.421
468.773
479.466
491.092
505.833

Source: IGAE. Stability Programme 2016-2019

12
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General government revenue (%)
A2 15

31 -10
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mm Revenue (y-o-y 26 change) right axis o Mominal GDP (y-o-y 26 change) right axis

———Roevenue (26 GDP)

SPAIN

Source: IGAE, MINHAP, European Commission
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Impact of tax reform (€bn)

Ex post

-2.577
-871 -1.514 -2.385
-4.743 -4.091 -8.834

Source: AEAT. Source: Stability Programme 2016.

0.34 0.57 0.70
sSurce: MINHAP. Cumulative. % of GDP growth vs base year.

General government consolidated revenues (€bn

267.610 | 229.579 | 198.109 | 215.266 | 212.419 | 218.696 | 225.128 | 230-398 | 242.265 | 250.723 |262.448|276.282 252.675

112.963 | 95.762 | 78.673 | 95.753 | 91.032 | 89.935 | 96.003 | 99-226 [106.479]112.996 [117.710(122.621| 127.736

11.669 | 12.359 | 13.535 | 14.654 | 15.481 | 18.616 | 19.007 | 20-083 | 20.035 | 21.013 | 20.832| 21.353 | 21.887

86.830 | 84.843 | 76.641 | 80.095 | 82.851 | 83.906 | 83.739 84.502 | 84.039 | 86.684 | 91.651) 96.576 | 103.446

50.796 | 31.766 | 24.942 | 20.530 | 19.159 | 22.359 | 21.285 20891 | 25.450 | 23.456 | 25.826 28.925 | 32.396

5352 | 4.849 | 4318 | 4234 | 3896 | 3.880 | 5.094 | 5696 | 6.262 | 6.574 | 6.429 | 6.807 | 7.209

136.417 | 142.049 | 139.727 | 138.649 | 137.802 | 131.859 | 128.217 | 130.063 [ 132.333 ] 136.303 |141.210[146.435 151.853

37.972 | 40.085 | 41.971 | 41.223 | 41.450 | 42.897 | 42.107 | 41.018 | 38.717 | 39.729 [40.166 | 40.166 | 40.166
394196 | 401.722 | 413.456 | 427.875 |445.335|464.450 | 486.103

442.300 | 409.909 | 375.628 | 391.661 | 387.353 | 391.168

Source: IGAE 14
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Tax revenues performance
Total Tax revenues
(€bn)

Personal Income Tax 72.614 | 69.803 70.619 69.951 72.662 72.346 -0.4%
Corporate Income Tax 44.823 | 16.611 21.435 19.945 18.713 | 20.649 10.3%

CIT Instalment payments

g% i‘;;or porations and 18.070 | 7.626 | 11.636 | 14.692 | 15.905 | 16.436 | 3.3%

SMEs 4.810 1.872 1.758 1.485 1.595 1.835 15.1%

Other 187 136 215 119 -74 177

Total 23.067 9.634 13.609 | 16.296 | 17.426 | 18.449 5.9%
Other 2.542 2.158 3.027 3.154 3.239 3.759 16.1%
Vat 55.851 | 49.302 | 50.464 | 51.931 56.174 | 60.305 7.4%
Excise Taxes 19.786 | 18.983 18.210 19.073 19.104 | 19.147 0.2%
Other 3.224 2.965 2.920 2.721 2.956 3.275 10.8%

Source: AEAT.
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Fight against fiscal fraud results

(M€)

2010

Source: AEAT

2011

2012

2013

2014

2015

Fight against fiscal fraud

Form 720: Reporting statement of properties and rights
situated abroad

First-time declared right 26,936 Bl
or property

2015 ngh’F or property 30,229 B
previously declared
Right or prope!’ty 24,599 N
revoked or extinct

2012-2015 First-time declared right 225,507 140,916

or property

2015  |Stock 144,029 96,878

Form 750: Special Tax Return

2012 29,683

1,193,598,829

* Year of property possession

16
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Tax base and National Demand (y-o-y % change )

15,0

10,0

50 -

0,0 -

-5,0

-10,0
1996 1997 1993 1999 2000 2001 2002 2003 2004 2005 2006 2007 2003 2009 2010 2011 2012 2013 2014 2015 2016f2017f2018Tf2019f

® ® ® ®
® ®
B Taxable base of main taxes ® Nominal National Demand

Significant Tax reforms : PIT 1999, 2003 2007; 2008 PIT, CIT; 2010 PIT, VAT; 2012 PIT, CIT,VAT; 2015-2016 PIT, CIT
PIT AT @ VAT@® 17

Source: MINECO, MINHAP
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Indebtedness by country

200

(% GDP)

150

100

50
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Fiscal

Non Financial corporations

policy and deleveraging

(M €)
T T - . . : ‘ 800,000
[1273.637 | 5 j ] | m 3 750,000
1 T n 700,000
(i iae NSRRI A W
‘ ‘ : : : 50,000
7/ | | : \ : | w 635,661]

S +89% V 600,000
| | : : \: l, (May-12 / May-16)
] IMM ["\ ; \ I ; ‘ : 550,000
! / U‘Av \ w\ . 500,000
| "‘ ; : : 50,000
U 5 \ / i 5\3 29%
3 : : ‘ ' : Z =\ | (Apr-03/May-18) 100,000

5 i I i ‘ : 350,000

- . . : y

' i ' - ' [902,045

: {334,741] | ; ! [s02,945]

; ] . . ‘ 300,000

2008 2009 2010 2011 2012 2013 2014 2015 2016

—Madrid Stock Exchange market cap.

= = Germany — France = = United Kingdom =Non financial corporations indebtedness
Italy --- Portugal — —Euroarea
Source: Bank for International Settlements. Source: Banco de Espafia
Non finacial private sector 2,290,905 1,860,898 -430,007 -18.8 753,790 4.7
- Non finacial corporations 1,415,742 1,131,276 -284,466 -20.1 726,073 7.3
- Households 875,163 729,622 -145,541 -16.6 27,717 0.5
Zﬁ:’”d Stock Exchange market 442,034 633,453 191,419 433

18
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Loans. New business. Total
(y-0-y % change)

Deleveraging, the ECB and credit

developments

10-Y Government bond yield
(monthly average %)
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2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

—Espana

---ZonaEuro

Spain

-23.7

-8.9

-19.0

-6.0

12.3

-8.8

Euro Area

-7.0

-6.7

-6.0

-3.5

16.5

-1.2

Source: Bank of Spain.

—10-Y Government Bond Yield —10-year spreads over German Bund
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Commercial Debt incurred by Public Administrations
(M€) Drivers of public debt growth
(% of GDP)

35,000

85.4 | 93.7 | 99.3 | 99.2
15.9 8.3 5.6 -0.1

30,000

25,000

3.8 3.3 2.4 1.9
3.0 3.4 34 3.1

20,000

15,000

3.7 0.3 0.1 0.1

10,000

4.3 3.0 3.0 3.4
0.5 0.7 -0.1 -0.2

5,000 -

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

1.5 0.5 0.1 -0.1
-2.7 -3.9 -2.4 -4.6

mmCentral gov. = Regional Gov. Local gov.  mmmSocial Security  =—=General Government

Source: Banco de Espafia

1.8 1.0 -0.9 -3.7

Total Liquidity to Regions and Local entities: 210,462 M€

* 70% of the liquity fund social policies of the
Regional and Local Governments

eneral

e 84,597€M of the liquidity transferred to overnment debt

public sector suppliers

Source: MINECO,Bank of Spain.
20
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D STRUCTURAL REFORMS D PUBLIC SECTOR REFORMS D FINANCIAL SECTOR REFORMS

Reforms 2012 Budgetary fra r?fework
Budgetary Stability Law

Pension System Reform

Local Administrations Reform

Reforms 2013 _

New Taxation for entrepreneurs
R+D+i
Commercial debt Act
Average payment period
Reforms 2014 _ Independent Authority for
Fiscal Responsibility
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Net lending (+)/net borrowing (-) (% GDP)

Budgetary policy, Fiscal balances and
stability targets

*2011 Excluding 2009 Settlements of the territorial financing system.
Source: IGAE, MINHAP (“One off”).

PPPs -2,033
Hepatitis C -1,094
Guarantees -200
Restitution of the Christmas bonus 2012 (net) -1,930
UMTS auction 1,643
Flat rate and minimun exempt -925

22
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stability targets

Net lending (+)/net borrowing (-) in terms of stability targets compliance (% GDP)

Targ. Targ. Targ.

Central 5.43:-4.8|-4.25: 3.5 |-4.48 3.8 |-3.57 © 35| 253 029 |-1.8 | -1.5 | -1.1 | -0.9
Government : : : 5 : E
Regional -3.35:-1.3|-1.86:-1.5 [-1.57: -1.3 | -1.75' : 1.0 | -1.66 : 0.7 | 0.7 | -0.5 | 0.3 | 0.0
Governments ; ; ; ; : ;
e .0.40:-0.3| 0.32 :-0.3|0.55: 0.0 | 0.57 : . 00| 044 00|00 | 00 | 00] 00
Governments 5 ; ; ; : ;
Social Security|-0.10: 0.4 |-0.98:-1.0 |-1.12: -1.4 |-1.04 :-1.0 | -1.26 : -06 | -1.1 | -09 | -0.8 | -0.7
General -9.29:-6.0|-6.77 -6.3 |-6.62 -6.5 |-5.79 -5.8 : -5.5 | -5.00 : -4.2 | -3.6 | 2.9 | -2.2 | -1.6
Government : : : 5 : E

Fuente: IGAE, MINHAP. Excluding 2009 Settlements of the regional financing system for 2011

Stability target compliance: 2011 non compliance. 2012 effective action is taken even if the nominal target is not met (fiscal effort). 2013 fiscal effort
met. 2014 ECOFIN council target met ( excluidng financial assistance). 2015 non compliance.
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Government consumption (y-o-y %)
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Source: INE (current prices), MINHAP.

——Nominal GDP

2.700

2600

expenditure by economic
classification

Public sector employees
(millions)

3.250

2002TY W003TIV 2004TIV 2005TY 2006TIV 2007TIV 2008TIV 2009TIV 20101V 201471V 2012TIV 2013TIV 2014TIV 2015TIV  2016T1

Source: INE, LFS 1Q 2016.

Government consumption {191,042|209,521|221,028(221,715|219,673|205,236(202,373|202,437|208,670({211,389(214,145|216,938(220,094
Compensation of employees [107,445|118,136|125,564(124,884|122,601(113,925(114,711|114,938(118,699(121,884(125,083(129,134(133,225
Interest 16,892 | 17,256 | 18,348 | 20,248 | 26,315 | 30,922 | 34,669 | 35,291 | 33,122 | 31,963 | 31,323 | 31,167 | 31,011
Gross capital formation 49,467 | 51,496 | 55,142 | 50,662 | 39,649 | 25,901 | 22,795 | 21,834 | 26,476 | 22,609 | 24,207 | 25,241 | 29,028

Source: INE,IGAE, MINHAP
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Interest (y-o-y %)
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GOBIERNO MINISTERIO

D ESPANA ‘?igafrxllllsg\'lr[;ﬁCIONES PUBLICAS expe nHItu re by economic
classification
Expenditure General Government (%
GDP)

SPAIN

Public consumption 17.7 18.8 20.5 20.5 20.5 19.7 19.6 19.4 19.3 18.9 18.4 17.9 17.4
Compensation of employees 9.9 10.6 11.6 11.6 11.5 10.9 11.1 11.0 11.0 10.9 10.8 10.7 10.6
Intermediate Consumption 5.0 5.3 5.7 5.6 5.7 5.6 5.3 5.3 5.2 4.9 4.8 4.7 4.6
Social Transfers in kind 2.4 2.6 2.9 2.9 2.9 2.7 2.7 2.7 2.6 2.6 2.5 2.4 2.4
Social Transfers paid 11.5 12.3 14.4 15.1 15.3 16.2 16.5 16.4 15.8 15.5 15.2 14.9 14.7
Interest 1.6 1.5 1.7 1.9 2.5 3.0 3.4 3.4 3.1 2.9 2.7 2.6 2.5
Subsidies 1.1 1.1 1.2 1.1 1.1 1.0 1.1 1.1 1.2 1.1 1.1 1.0 1.0
Other current expenditure 1.6 1.8 1.9 1.7 1.8 1.7 1.7 1.7 1.5 1.5 1.5 1.5 1.4
Gross fixed capital formation 4.6 4.6 5.1 4.7 3.7 2.5 2.2 2.1 2.4 2.0 2.1 2.1 2.3

EURO AREA-19

Public consumption 19.5 20.0 21.7 21.4 21.0 21.0 21.1 21.1 20.8 20.7 20.6
Compensation of employees 9.9 10.1 10.9 10.7 10.5 10.4 104 10.3 10.2 10.1 9.9
Intermediate Consumption 4.8 5.0 5.4 5.4 53 5.4 5.4 5.3 5.2 5.2 5.2
Social Transfers in kind 4.9 5.1 5.6 5.5 5.5 5.6 5.7 5.7 5.8 5.8 5.8
Social Transfers paid 15.1 15.4 17.0 17.0 16.7 17.1 17.3 17.3 17.2 17.1 17.0
Interest 2.9 2.9 2.8 2.8 3.0 3.0 2.8 2.7 2.4
Subsidies 1.2 1.2 1.5 1.4 1.4 1.3 1.4 1.5 1.5
Other current expenditure 2.2 2.3 2.5 2.5 2.4 2.5 2.6 2.5 2.4
Gross fixed capital formation 3.2 3.3 3.6 3.4 3.1 2.9 2.8 2.7 2.7

Source: INE, IGAE,MINHAP, European Commission
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Fiscal balances

Net lending (+)/net borrowing (-)
(Million €; %GDP)

Central Government -11,148 -12.830 15.1 -1.03 -1.14 -0.11

Regional Governments -3,724 -2,624 ( 1,1 -29.5 -0.34 -0.23 ( 0.11)

Social Security 3,187 1,642 | -1,545 -48.5 0.29 015 | 0I5
Balance General Gov.* -11,685 | -13,812 | -2,127 18.2 -1.08 -1.23 -0.15
Revenue General Gov. 120,321 119,515 -806 -0.7 11.1 10.7 -0.47
Expenditure General Gov 132,006 133,375 1,369 1.0 12.2 11.9 -0.31

Local Gov. Balance

990

662

(*)General Government excluding Local governments. Central gov. with -48M€ financial assistance in 2016

-328

-33,1

0.09

0.06

-0.03

State Balance (Estado) -22,094 -23,301 -1,207 5.5 -2.04 -2.08 -0.03

State revenue 62,549 58,899 -3,65 PR 5.79 5.25 053

State expenditure 84,643 | 82,200 | 2,443 | ( -29) 7.83 733 | (0.50)
Primary balance 9,742 | -11,636 | -1,894 19.4 -0.90 -1.04 -0,14

Source: IGAE
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Tax bases /\

. On income 1.4 3.1 0.7 13 10 [ 44\
- Gross household income 0.4 -4.4 -1.3 0.3 2.8 { 3.3 \
- Corporate income tax base -15.2 8.0 16.5 8.2 -10.2 11.5

- On expenditure -4.3 -3.4 -6.0 3.7 3.4 2.9
- Final expenditure subject to VAT -5.8 -4.5 -6.1 4.9 4.9 4.4
- Consumption subject to excise duties 4.0 1.7 -5.6 -1.9 -4.0 -5.4

Tax revenue
- VAT SMEs (Gross) 11.4 11.5 11.6 11.5 11.5 - 8.1 7.9 7.8
- Income tax Instalment
payments of Personal 12.6 12.6 12.9 12.7 12.7 -6.7 14.2 14.1 14.3 13.5

enterprises

Source: AEAT
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Source: AEAT.
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3 % GOBIERNO MINISTERIO
> DEESPANA DE HACIENDA

: Y ADMINISTRACIONES PUBLICAS Public Sector Reform

Expenditure rule, debt ceiling and target deficit
of all levels of government.

Reduced risk of breaching rules by the follow-

up procedure of the Payments to Suppliers
Monthly reporting on the budgetary execution.

General State Controller provided with new - : : :
instruments (adjustment plans and Treasury Publlcatl-on of the Economic and Financial
adjustment), in exchange for liquidity rebalancing plans.

(Liquidity mechanisms).
Institutionalization of national accounts compiling.

Budgetary control reinforced by mutualisation (Technical Committee of National Accounts).

of the Regional and Local government's debt.
Providing new information such as: period of

Independent assessment of effective payment to suppliers,Treasury plans, staff, health
compliance of the budget stability principle expenditure, Public sector bodies ...

(AIREF).
Sanctions regime derived from the non compliance

Recovery of the Local government civil with the provision of information.
servants with national qualification.

Local Entities competences are limited
depending on the financial resources at their
disposal.

New regime includes new criminal offenses
(penal code reform) and administrative
(Transparency Law).
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