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Cajas are financial institutions, allowed to provide all kinds of financial
services: banking, investments, payments...

Cajas are totally independent from each other.

Cajas compete at the same level as other players in the Spanish financial
system.

They fiercely compete against each other: the main competitor of a Caja is
always another Caja.

Cajas are allowed to open branches anywhere. There are no territorial
limitations.

There is no centralizing organism.

CECA is an Association that represents Cajas, and their partnership is free
(all of them are associated).

CECA also offers financial and technological services to Cajas, but they
are free to use them or not.

Cajas only cooperate in technical and operative matters, never in
commercial matters



“Las Cajas”

The Spanish Savings Banks

| VSN3TIOd
| INFANIINO
m NIVC
VvV Ivavno
 NITINVI
m Vol
| zorvave
'0'3'D S094Ng
m VIAOD3S

|

|

|

|

. nor for their

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

”

| VSIUNVYN
| VY
m <m3”o<_>m_mhxm

| | VNOYID

” IYNVLIIV]
” L LA
m m dYINSNI
| v|jHavINVD
” VNOOVHI VL
m <odw._:o<_>_z_
| “IVdWSODdNg
” VESYHHIL
m imo<m<m

| SERLERLA:!
” VavN YO
m w<_m<z”_<o ‘NIO
| SYyldnisy
| dnsvevo
m <w_+_<><z
! ¥XLNX
| 043nd vrvo
|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

Cajas

Cajas are not an homogeneous group, neither for their size
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The Spanish Savings Banks, “Las Cajas”

= Spain has a very competitive financial market, with three types of institutions.

= The Spanish network of banking branches is one of the largest in the world, 1
branch per 1.000 inhab.

BASIC FIGURES
Spanish Banking System

2009
Commercial Cooperative

Cajas Banks Banks
Number 45 153 81
Employees 132.339 115.129 20.940
Branches in Spain 24.198 14.840 5.043
Branches abroad 55 65 -
Total Assets (Billions €) 1.273 1.671 116
Concentration (% 5 largest) 53% 68% 57%
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The Spanish Savings Banks, “Las Cajas”
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There are 28 Cajas among the 50 largest Spanish banking institutions
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= From 1997 to 2007, the Spanish economy grew an average rate of 3.5%, but
investment in construction almost doubled that figure, fostered by housing

investment.

= Since 2007, investment in housing started an adjustment process, that

happened to be more severe than previously expected, due to the
combination of internal and external factors.

m  The GDP fell by 3.6% in 2009, and the prospect for 2010 is -0.7%.
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= There are two very different periods in the development of construction and
housing.

= From 1997 to 2007, investment in construction increased its participation
in GDP in 5.6 p.p., investment in housing in 4,1 p.p., and employment in
construction in 4,4 p.p.

= During the last two years, they decreased by 3,2 p.p., 2,9 p.p. and 3 p.p.
respectively.
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During the housing boom, the average number of housing starts more than
doubled with respect to the earlier decade, reaching more than 700 thousands
in 2007. During the recession period, we've returned to figures of 86-96,
reaching the bottom in 2009, with less than 200 thousands.

Total dwelling stock has increased sharply over the last decade, reaching 1.56
dwellings per household in 2007.
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Macroeconomic approach of the Spanish Real Estate market
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Spain is the first country in Europe by dwellings per inhabitant.
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Macroeconomic approach of the Spanish Real Estate market
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Housing Transactions (12 months accum.)
1.000000 @

900.000 -
gooooo- M B BB ER B EBEREBRERR
700.000 -
500.000 -
400.000 -

300.000 -

200.000 -
2005 2006 2007 2008 2009

m After achieving 1 million transactions at the beginning of 2006, demand
for housing started to decelerate as accessibility ratios begun to rise, due
to higher prices and higher interest rates.

» Housing transactions declined sharply since the second part of 2007,
combined with the effects of the financial crisis.
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Housing prices
(national average)
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m Prices grew at an average rate of 12% during the expansionary period, and
started to decline in 2008, by nearly 10% at the end of 2009.
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Housing prices
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From 1995 to 2009, houses tripled their prices in national average, and even
more those houses located in the coast

In 2009 the price level was similar to 2006, and the fall from its highest level
was 10%.
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Mortgage debt in % of GDP
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= Mortgage credit represents more than 60% of GDP in Spain, doubling the
ratio registered in 1996. However, it is still lower than in many other
European countries.
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m The sharp decrease in interest rates after the entrance in EMU has
boosted mortgage credit growth.

= More than 95% of credits for house purchase are conceded at variable
rates, with an average differential of 0,75 -1 p.p. from 2005 to 2008.

= This differential has now risento 1,5 - 2 p.p.

Interest rates

— Mortgages
15 A--- NN R — Euribor or Mibor - - -~

e

o
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

1994 -
1995

1992 -
1993 -

1991 -



Macroeconomic approach of the Spanish Real Estate market

i

Ll
>

Credits for house purchase

(In years) 1996 2009

Average new credits term 14,8 23,5

Average credit portfolio term 8,1 14,8

= The enlargement of loans’ terms has favoured housing credit growth.

= In 1996, the average new loans’ term was close to 15 years, while in 2009
it was 23,5 years.

= As a consequence, the average credit portfolio term has grown from 8
years in 1996 to 15 in 2009.

= The LTV ratio for new credits in 2009 was 56% and only 10% of new
credits have a LTV over 80%.
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Percentage of dwellings
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m In Spain, primary dwellings represent a 68% of the total ...
= ... and more than 80% of primary dwellings are owner-occupied.
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The role of “Cajas” in housing finance

CAJAS AGGREGATED ASSETS (December 2009)

Billion € Structure (%)  YoY rate
Interbank Deposits 79,5 6,2 42
Loans and Credits 900,6 70,3 -1,1
Mortgage loans 599,2 46,8 -0,1
Other credits 301,4 23,5 -3,2
Financial Assets 2146 16,8 19,2
Debt Securities 166,1 13,0 23,6
Equities 14,7 1,1 7,9
Holdings 33,7 2,6 5,4
Other Assets 86,1 6,7 19,7
TOTAL ASSETS 1.280,7 100,0 3,4
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Cajas’ Investments are
mainly oriented to Credits...

...and Mortgage Loans
represent 47% of total
Balance...



The role of “Cajas” in housing finance
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The role of

“Cajas” in housing finance
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= From 1998 to 2007, the annual average growth rate of credits to developers
was 40%, 20% to households for house purchase, and 16% for other credits.

G

= In 2009, the growth rates were: 2 % for developers, -0.5 % for house purchase
and -2.5 % for other credits.
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Market share in Mortgages
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m Cajas increased their market share in mortgages from 1999 to 2007
(56%), but they have lost one point since 2007.
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Market share

House financing 2009 in Spain Cajas; 55%

Billions €
Cajas 609
Commercial Banks 403
Other 88
Total 1.100

Commercial
Banks; 37%
Other; 8%

= In 2009 Cajas kept a market share of 55%, well over Commercial Banks’
(37%).
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The role of “Cajas” in housing finance

Cajas: New mortgages
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= New mortgages conceded by Cajas reached a high of more than 600
thousands in 2005 and 2006 ...

= ... and then initiated a falling trend, until a minimum of 270 thousand in 2009.
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Cajas' housing credits: average amount
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= The average amount of Cajas’ new credits for house purchase almost doubled

between 2002 and 2006, to 160 thousand €, reflecting rising prices and
improvement in financing conditions. In 2009 it decreased to 140 thousand €.

m The average credit balance in Cajas’ portfolios is slightly over 80 thousand €,
from 40 thousand € in 2002.
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= The delinquency ratio is highly correlated to GDP growth.

= After eight years with delinquency ratios under 1%, it increased
sharply in 2009, to 4.9 %, and the forecast is 6% at the end of 2010.
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PROVISIONS FOR LOANS
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= Conservative policy of Bank of Spain has traditionally obliged Spanish entities
to make important endowments to face possible future problems.

s Cajas have more than 25 billion € in provisions for loans.

m  Specific endowments, made as soon as delinquency appears, have grown
notably in 2009. Generic ones, made when credit is granted, fell during last
year.
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% Provisions / Non performing loans
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» Taking into account the value of assets under guarantee, as well as
provisions, non performing loans’ coverage ratio rises to 125%, ...
= ... SO the vast majority of Cajas will maintain their solvency and financing

capacity levels in the next years.
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Thank you for your attention

Francisco Hernangomez
Confederacion Espaiola de Cajas de Ahorros



