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Towards higher and better economic growth 01 

Economic recovery is gaining 
momentum benefiting labour 

market 

 We reviewed upwards by 
0.5pp our growth forecast for 
2014 to 1.3%, increasing to 

2% in 2015 

Thanks to external structural 
adjustment we are net 

creditors vis-à-vis the rest of 
the world and very attractive 

as a hosting country for 
productive investment 

Past imbalances continue to 
adjust and are at an 

advanced stage, allowing a 
positive contribution of 

domestic demand in 2014 for 
the first time in 6 years 

We must continue the 
economic transformation, 

finishing the ongoing reforms 
and deepening those that 

favor the knowledge economy 
and the re-industrialization 

process 
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Greater credibility and external environment consolidate 
improved expectations 02 

1 year ago Today 

GDP Forecasts for 2014  
 (% analysts forecasting GDP growth) 

19% 24% 

Source: CEC based on Consensus 

0% 

97% Exceeding 0.8% 

Less than 0% 

1 year 
ago Today 

Risk premium in Spain 
 (pbs) 

350 

Source: CEC. 

153 

Equilibrium(*) 

~150 

  Abrupt shift in expectations. Just one year ago only ¼ analysts bet on 2014 
growth as provided by CEC:  

  Turning point in the cycle and labor market 2 quarters earlier than expected,  

  2013, second year achieving fiscal targets and first with structural primary 
surplus, 

  Consolidation of recovery in Europe 

(*) Modelling based on business cycle and  deficit differentials  
and global risk aversion 
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2014, first year since the late 90's with positive contribution 
of domestic and external demand 02 

2014 2015 

GDP forecast 2014-2015 (%) 

~1.3% 

Source: CEC 

~2% 

2013 
-1.2% 

+0.5pp 

  External sector dynamism will continue thanks to: i) competitiveness and earnings  
ii) greater economic growth in the rest of the world  

  Positive domestic demand contribution for the first time in 6 years: i) positive 
consumption growth with net employment creation, ii) investment goods and iii) less 
adverse fiscal impact 
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Exports 

Investment 
and 

Employment p y

Consumption 

Recovery continues in line with the historical pattern 
After exports and investment, turn off consumption and employment 

Accumulated growth from its bottom (%) 

Investment 
Equipment Consumption 

8% 

Source: CEC 

1% 

Exports 

37% 

02 

3% 

Today 

Extra until 2015 

14% 

13% 
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Labor market gives clear signs of improvement in employment 
Labor reform judged as positive for economic development 

Labor market, average monthly variation 
(seasonally adjusted) 

-53 

2012-1M13 

Labour market improvement 
consolidates 3Q13:  

Affiliations grow at a rate twice 
the GDP’s 

Self Employment: +6 k / month, 
representing almost 20% of total  

Wage restraint in new agreements  

Part-time employment converging 
with European standards 

Labor reform would have 
prevented the destruction of 
220,000 jobs in 2012-13 

02 

Last 6 months 

+24 
+30 

-30 

Affiliations Soc. Sec. 

Registered 
unemployment 

2014, the year of labour market consolidation with an increase in 
employment and a reduction in the unemployment rate 

Source: SEPE. 
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Export sector continues to show remarkable improvements 
Adjustment not only in quantities but also in quality 03 

Pre-crisis Today 

Exports per capita 
 (euros) 

4,008 

Source: CEC. 

5,026 

Pre-crisis Today 

Exports: diversification by destination 
(% total) 

Source: CEC. 

56% 
48% 

15% 

Eurozone Emerging 

Pre-crisis Today 

Number of exporting enterprises 
(thousands) 

Source: CEC. 

97 

39 

Exporters 

Regular 
Exporters 

151 

41 

19% 

Total Primary 
sector 

Trade balance improvement (2007-13) by 
type of good (% GDP) 

8.1% 

Source: CEC. 

Medium and 
high Value 

Added  

Other 

0.4% 6.1% 

1.4% 

+56% 

8
+25% 
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Diversification by product and destination represents a new model  
Higher propensity to export since the beginning of the crisis 03 

Exports 
patterned 
estimated  
pre-crisis** 

Exports 
patterned 

post-crisis** 

Exports 

Average annual export growth 

2002-08 2010-13 2014-16 

5.1 

2.8 

5.0 

3.5 

6.6 
5.5* 

8.8 

6.6 

9.0 

*  It corresponds with IMF forecast (Apr-14) for good and services growth. Recently, the European Commission aims that a reasonable growth 
rate could be around 7% in the medium term.  
** Expected goods and services export growth in Spain taking into account destination structure, export growth-elasticity and growth profile 
of destination countries. 

Reasonable 
growth 

Source: CEC. 
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Spain, a very attractive country for productive investment 
Third country in the EU-15 as foreign direct investment recipient 

47% 

26% 26% 

FDI stock weight
(% GDP) 

Spain USA Peers 

9% increase in 2013, 80% thanks 
 to greenfield investments 

660 projects in 2 years  
(x2 Italy, x6 Nordic, more than France) 

Greater diversification of countries of origin 

Key platform in value-added 
sectors  

Excellence for Innovation  

Quality expat life 

  Logistics platforms  

  Expansion of plant capacity in 
pharmaceutical, automotive, auto 
parts, electrical equipment  

  Leading projects in biomass 
technology, ICT, healthcare and 
machinery  

  European R&D headquarters in video 
games, flying, sound material, 
biotechnology, cloud computing 

03 

Source: UNCTAD. 
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Spain has regained, again, investor confidence 
Positive net portfolio flows with shift in key players’ opinion 

2013 2010-2012 

Treasury purchases by  
non-residents  

(% net public issuance) 

What has been important? 

  Compliance and credibility of fiscal 
adjustment 

  Economic recovery underway 

  Reformist commitment 

  Increasing internationalization 

03 

Source: CEC. 

6% 

94% 
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Household deleveraging accelerates 
It’s reinforced by financial wealth improvements 04 

2010 2013 

Household indebtedness   
(% disposable income) 

130% 
116% 

Source: Bank of Spain 

Maximum  
pre-crisis  

1T09 

Household financial wealth 
(% GDP) 

102 

Source: Bank of Spain 

63 

4T13 

102 
  Households reduce their debt levels by  
14pp of disposable income in just 3 years  

  Net financial wealth at record highs  
(70% revaluation, 30% debt repayment)  

  First increase in total wealth (financial and 
real estate) from the beginning of the crisis 

Net lending (+) / borrowing (-) 
household capacity 

(% GDP) 

2007 2013 
-2.7% 

+2.5% 

Source: INE 

+5pp 
GDP 
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Corporations increase their financing capacity 
They are reinforced by improvements in operating profit 04 

2007 2013 

Corporate debt* 
(% Gross operating surplus) 

12x 

8x 

Source: INE 

  Falling corporate debt by 14pp of GDP 
from 2007 highs  

  Improved operating profit allows 
normalization of debt ratios/operating 
income and debt/disposable income at 
2004 levels  

  Prospects for improvement in bank 
lending to profitable businesses 

Net lending (+) / borrowing (-) 
corporate capacity 

(% GDP) 

-10.7% 

+4.3% +15pp 
GDP 

Avg. 2001-04 

2007 2013 

Gross operating surplus 
(% GDP) 

17% 

Source: INE 

21% 

Source: Treasure 
*Liabilities excluding equity 

2007 2013 
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Adjustment on sale of property near an end  
Positive growth in 2014 after seven years of contraction 04 

Home sales to foreigners  
(thousands of units)  

Construction: activity and employment 
adjustment 

Peak 4Q13 

4.4 

Avg. 97-07 

5.6 

11.1 

Investment (% GDP) 

12.5 13.3 

9.8 

Employment (% total) 

27 
33 35 

49 +81% 

2009 2010 2011 2013 

Excess of housing supply by CCAA  
(as % total stock) 

Source: CEC based on Ministry Development 

Source: BBVA Research. 

Source: INE 

Housing stock close to its 
optimum level (-1.5% of the 

stock) in various regions 
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Banking sector strengthened after restructuring 
Already positive credit flow to profitable sectors 04 

Nº offices  Employment  

Adjustment in banking sector 
installed capacity  

(Cumulative change 2008-2013;%) 

~25% 

Source: Bank of Spain 

~20% 

Banking sector consolidation is key to 
ending the crisis… 

Exposure to property has been reduced by 46% 

Exercise and stress measures clear doubts 
about the solvency of the rest of the sector 

Injections and transfer of public assets to the 
SAREB by 51 billion euros 

Strong adjustment in installed capacity 

… although not without challenges to future 

Recovery profitability standards 

Asset quality testing and exercise stress  
EBA (European Banking Authority) 

Out of the public sector entities intervened 

Spanish banking sector: core tier 1 
(% RWA, BII)   

Source: FMI 
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Spain must advance reforms underway  
According to the OECD, Spain is one of the reforming leaders 

Reform and modernization of public sector administration, seeking 
efficiency in processes and prioritization of productive public 
investment.  

Additional adjustments in the labor legislation to simplify contracts, 
reduce taxation and encourage effective employment policies.  

Policies that promote economic transformation:  

Gaining international competitiveness compatible with job 
creation 

Efficient Corporates-University-Research colaboration 

Promote policies that increase the average size of the Spanish 
company 

05 
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And deepen the reform momentum 
We must improve education to the economy of knowledge and  
re-industrialization 

Innovation 

Use of ICT 

Re-industrialisation 
Education  

Policy 

Energy  
Policy 

Digital 
Economy  

School leaving 

Secondary Education 

Vocational Training 

Business Training 

University-Industry 

SMEs 

Regulatory Framework 

Economic and environmental 

Sustainability 

Open ecosystems 

Applications-services 
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