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Prices indices

Volatility/risk
index

Trading volumes

(EUR million, unless indicated)

Capitalization
and outstanding
balances

(EUR million)

31/12/20 31/12/21 31/12/22 Change** | Maximum* Date | Minimum* Date
IBEX 35 8,073.70 8,713.80 8,229.10 -5.56% 8,933.60 May-27 7,261.10 Oct-12
IBEX 35 with dividends 24,262.00 26,878.00 26,332.90 -2.03% 27,983.60 May-27 23,061.70 Oct-12
IBEX MEDIUM CAP 12,715.90 13,815.40 12,798.50 -7.36% 13,890.60 Jan-5 11,580.20 Sep-29
IBEX SMALL CAP 8,098.10 8,241.80 7,185.20 -12.82% 9,000.90 Jun-8 6,535.90 Oct-12
IBEX TOP DIVIDEND 2,174.00 2,498.70 2,527.90 1.17% 2,806.10 May-27 2,266.30 Oct-12
FTSE4Good IBEX 8,411.30 9,267.40 8,795.90 -5.09% 9,630.80 May-30 7,739.90 Oct-12
FTSE Latibex Top 4,364.50 4,952.30 5,340.80 7.84% 6,479.30 Apr-12 4,889.00 Jan-6
FTSE Latibex Brasil 9,793.30 10,611.10 11,196.80 5.52% 14,848.50 Apr-12 10,351.50 Jan-6
IBEX GROWTH MARKET 15 2,312.80 2,432.40 2,381.60 -2.09% 2,497.10 May-12 1,972.80 Mar-7
IBEX GROWTH MARKET All Share 1,794.90 1,984.30 1,967.30 -0.86% 2,058.10 May-30 1,739.50 Mar-7
10-year interest rates 0.04% 0.55% 3.53%
USD/EUR exchange rate 1.22 1.14 1.07

(*) Calculated based on end-of-day data (**) compared to the previous year's close.

VIBEX* 21.95%

17.49% 16.23%

* Averages of daily data for each period.

Equities 429,359
Public debt on BME platforms 279,183
IBEX 35 options and futures! 9,977,394
Options and futures on individual shares! 30,499,535

Change (*)

378,144 362,122 -4.24%
233,651 114,449 -51.02%
7,721,823 6,399,722 -17.12%
25,434,719 25,333,109 -0.40%

* Number of contracts;
(*) Compared to the same period of the previous year

31/12/20
Equity Capitalization 948,209
Spanish public debt outstanding balance 1,172,853
AIAF corporate debt outstanding balance 464,584

31/12/21 31/12/22

1,082,048 1,029,003 -4.90%

1,243,547 1,334,999 7.35%
456,744 394,131 -13.71%

* Includes equities and ETFs. (*) Compared to the previous year-end
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Global economic growth With projected GDP growth Listed Spanish companies increase their

slows to 3.2%in 2022. Thisishalf ~ 0f 4.3% and 1.2% for 2022 revenues to 314.0 billion euros in the frst half of
of that forecast at the start of the year.  and 2023, respectively, 2022 and manage tO increase their profts despite

Spain is one of the most resilient the decline in margins due to infation.

European economies.



1 MARKET ENVIRONMENT: ECONOMY, BUSINESS AND REGULATION

Economy

In 2022, global economic growth slowed by 2.8 percentage points compared
with 2021, to 3.2% from 6% in 2021, the year of recovery from COVID-19. During
the year, monetary and governmental institutions lowered economic growth for
both 2022 and 2023 in light of unexpected geopolitical and economic events.
For example, in its updated October economic outlook, the IMF downgraded
global growth from the 4.4% forecast in January to the aforementioned 3.2%.
Growth expectations for 2023 have evolved in a similar way, from 3.8% to the
projected 2.7%. The recent slowdown in the world economy can be attributed

to a number of factors, chief among them being the Russian invasion of
Ukraine and its attendant geopolitical and economic consequences. Other
signifcant contributory factors include the global shift in monetary policy
designed to combat persistent infation, intermittent outbreaks of COVID-19 and
manufacturing closures in countries such as China.

On February 24, Russia announced its incursion into Ukraine, resulting in a
strongly united response from the United States and Europe, supported by
other large economies of the West. As a result, Russia was cut off from Western
trade, while the supply of oil and gas from Russia to Europe was curtailed.

All of this accelerated infation, which had climbed above historic levels since
mid-2021, undermining household consumption capacity, shrinking industrial
production and activity, and worsening consumer confdence. The global
Tnancial markets have seen signifcant declines in recent months, as investors
have become increasingly worried about the future. A number of factors have
contributed to this, including the accumulation of uncertainties, risks, and
tighter monetary conditions. This has led to a reduction in fnancing activity
through market channels of 70-90% compared to 2021 in major developed
regions.

Broken down by region, eurozone GDP has weakened by 2.1 percentage points
(5.2% in 2021) and has been revised down by 8 tenths for 2022, from 3.9% to
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Change in commodity prices
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the current 3.1%, as has growth for 2023, which has been lowered from 2.5%
to 0.5%. Conversely, projected infation for 2022 has accelerated from 3.0% in
January to 8.3% now, and is expected to be around 5.7% in 2023, compared
with the 1.7% estimate earlier this year. The observed differences in economic
growth and infation can be attributed to the destructive effects of war in
Europe.

Two of the countries most affected by the geopolitical situation in Europe are
Germany and Italy, two of the region's major economies, which are expected
to enter recession toward the end of 2022 and to contract by 0.3% and 0.2%,
respectively, in 2023. Spain is making one of the most signifcant contributions
to economic growth among major countries in the eurozone. The Spanish
economy will grow by 4.3% in 2022 and is estimated to grow by 1.2% in 2023.

In the United States, there has been a noticeable infationary increase in prices
since 2021, and its second-round effects have been seen to impact consumer

demand negatively throughout the frst half of 2022. According to the IMF,
the U.S. grew 1.6% in 2022, down 2.4 percentage points from the 4.0% growth
expected at the beginning of the year. The estimate for 2023 was also scaled
back during the year from 2.6% to the current 1.0%.

The rapid escalation of interest rates

The frst monetary authority to change its monetary policy stance was the

U.S. Federal Reserve (Fed). During 2022, the Federal Open Market Committee
(FOMC) raised interest rates 7 times in a row since March 16. Four of the last
fve increases were by 75 basis points, while the last was by 50 basis points.
This brought the general interest rate from 0.0%-0.25% at the beginning of the
year to 4.25%-4.5%. The Federal Reserve capitalized on the strong U.S. labor
market, which is close to achieving full employment, and clearly conveyed to the
markets that they would be moving toward infation control in the frst quarter
of the year. The Federal Reserve has revised their infation forecasts upward
throughout the year, in line with international institutions. Chairman Jerome
Powell stated in the latest meetings in 2022 that interest rates are set to end up
higher than initially projected in order to mitigate increasing prices.

In July, the European Central Bank made a decisive decision to alter its
expansionary monetary policy, with an increase in interest rates for the frst
time since 2011. This action not only raised the key rate off 0% after 7 years but
also removed negative interest rates from the deposit facility. Thus, the ECB
brought the key interest rate to 2.5%, the marginal lending facility to 2.75%
and the deposit facility to 2.00%. Unconventional monetary policy measures
also played an important role during the year. For example, the asset purchase
program (APP) was terminated on July 1 and a new program called the
transmission protection instrument (TPI) was announced to ensure effective
transmission of European monetary policy to all economies in the monetary
union. This instrument was also introduced in July, when risk premiums

in peripheral eurozone countries had begun to rise. Perhaps the most
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Rate policy of the main
central banks
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consequential meeting of the year took place in December, when the institution
decided to announce, in addition to raising interest rates, that it would reduce
assets held under the APP program by €15 billion per month starting in March
2023, shortly after the end of the APP program.

Also in Europe, the Bank of England (BoE) has implemented a restrictive
monetary policy by increasing interest rates 8 times from 0.25% at the start

of the year to 3,5%. The Bank of England took the unprecedented step to
intervene in UK bond markets during the previous quarter due to a combination
of factors. This was in response to the announced tax cuts to be implemented
by the new government, as well as a dramatic decrease in value of the British
Pound compared to the US dollar which had resulted in a 20% depreciation
since January, bringing its values to levels not seen since the 1980s. The British
crisis sent stock markets around the world into an accelerated downtrend in
September, when it found a bottom and then rebounded to today, ending the
year at -10.5% against the U.S. dollar.

Expectation of lower price
pressure in the immediate future

However, despite the general increase in prices throughout 2022, a slowdown
in price growth is observed in the last phase of the year and will continue,
mainly due to a 'step effect' caused by the very high prices in the frst half of
2021. In addition, the decline in demand will help dampen price growth in 2023,
according to analysts. In the United States, where the economic cycle is more
advanced than in other advanced countries, the step effect and the weakening
of consumer demand are already being felt. Indeed, the latest infation fgures
have shown a slowdown in prices in the last four months of the year.

On the fnancial markets, commodity prices have seen a signifcant drop over
the past six months. On average, prices have fallen 20-30%, and in some cases,
such as natural gas, prices have fallen 50% decrease from their peak values.
This newfound stability has been welcomed by many industries and businesses.
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Economic forecasts

GDP forecast 23 Global United States
IMF (October) 2.7% 1.0%
OECD (September) 2.2% 0.5%
S&P ratings (October) 2.4% 0.2%
Moody's (August) 2.1% 1.3%
Fed (September) - 1.2%
ECB (September)

Eurozone China United Kingdom Japan
0.5% 4.4% 0.3% 1.6%
0.3% 4.7% 0.0% 1.4%
0.3% 4.7% -0.4% 1.4%
0.3% 4.8% 0.9% 1.3%
0.9%

Inflation Forecast '23 Global United States
IMF (October) 6.5% 3.5%
OECD (September) - 3.4%
S&P ratings (October) - 3.7%
Moody's (August) - 2.3%
Fed (September) - 2.8%
ECB (September)

Nevertheless, the prices of most commodities continue to exhibit high volatility,
due in part to the stalemate in the war in Ukraine and the global economic
slowdown.

China, the world's second largest economy, has had a signifcant impact

on global GDP growth and international trade availability in 2022 due to

its economic conditions and policies. Zero COVID-19 measures, alongside

the contraction of the real estate sector in late 2021 following Evergrande's
bankruptcy, have impacted household consumption and production levels,

as well as commercial confdence; ultimately hindering China's capacity to
maintain its pre-pandemic trajectory of growth above 5%. Chinese GDP ended
the third quarter at 3.9% year-on-year growth and is expected to end the year
at 3.2%, its worst performance in three decades and the frst time it has grown

at a slower pace than the rest of Asia. However, the end of the Covid-zero policy

Eurozone United Kingdom
5.7% 2.2% 9.0% 1.4%
6.2% 3.1% 5.9% 2.0%
5.2% 2.4% 5.8% 1.6%
2.5% 3.8% 1.2%
5.5%

announced by the Communist Party of China in the last month of the year may
be key to the region’s economic revival and hence global demand.

The main monetary, governmental and analytical institutions are unanimous

in forecasting a scenario of lower infation in the coming quarters, which will
materialize later this year, and a signifcant decline in global growth by 2023.
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1 MARKET ENVIRONMENT: ECONOMY, BUSINESS AND REGULATION

The dollar and Latin American currencies
appreciate against other currencies

In the foreign exchange market, the Fed's determination to tame infation

has caused the U.S. dollar to strengthen against most currencies around the
world, rising to its highest level since the early 2000s. Developed economies’
currencies have depreciated since the outbreak of the war in Ukraine and since
the acceleration of monetary policy normalization by the Fed starting in the
second half of the year. The euro has depreciated by 5.8% over the year and by
almost 13% since January 2021, breaking exchange parity for the frst time since
2002 although closing the year above this barrier. The British pound fell by 9.7%
in 2022 and reached its lowest level since 1985 during the year, while the Swiss

Appreciation of the US dollar

against currencies of developed countries
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franc's depreciation against the U.S. currency was around 0.58% and reached
exchange rate parity at several points during the year, which has not been the
case since 2019.

Emerging market currencies have generally performed in a similar fashion to
the US dollar, which could have far-reaching implications for economic stability
and monetary policy in those countries. As global fnancial conditions tighten
and import prices increase, emerging markets may face signifcant challenges.
However, the situation is different for the main Latin American countries, whose
currencies have shown strength despite the aforementioned appreciation of
the U.S. dollar. Highly active management of national central banks to combat
persistent infation on the continent has provided stability and confdence for
international investors. During 2022, the Brazilian real and the Mexican peso

Volatility in equities and
Tfxed income - United States

/" ICE BofAML MOVE index* «/ CBOE Volatility index (VIX)** (right axis)
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** US stock market volatility, Reuters.
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1 MARKET ENVIRONMENT: ECONOMY, BUSINESS AND REGULATION

gained 6.2% and 6.5%, respectively, which is unique given the new monetary
policy of FED and the deterioration of the global business cycle.

As we mentioned earlier, fnancial markets were signifcantly impacted
throughout 2022 in this context. Global equities accumulated very large losses
during the year, with sharp declines in technology companies that are classifed
as growth companies. Fixed income securities were not spared from the
normalization of monetary policy and posted one of the worst performances

in recent decades, with larger losses in long-dated products, both private and
government.

The energy crisis hits Europe hardest

As a result of the war, the European Union forcefully and jointly introduced

a series of trade and fnancial isolation measures, which were expanded during
the year. In turn, Russia restricted the supply of energy (mainly oil and gas)

to Western countries. In light of rising infation and increasing geopolitical
tensions, the economy has experienced a deceleration in the second half of this
year. This has caused a decline in industry and consumer outlook, prompting
experts to anticipate an economic recession in some countries for the
upcoming year.

In its latest report (WEO of October), the IMF expects the euro zone to grow

by only 0.5% in 2023. Two of the largest nominal contributors to European

GDP, Germany and Italy, have negative growth forecasts (-0.3% and 0.2%,
respectively), as do other countries such as Sweden with an expected 0.1%
decline in GDP. This is mainly due to energy dependence on oil and gas from
Russia. Germany's energy dependence on Russia is the most obvious example.
Virtually all countries in the European region are negatively affected by the
energy crisis, and of the top 10 countries in the region, only Spain is expected to
grow by more than 1%.

[ Manufacturing PMIs in Europe
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As mentioned earlier, private sector expectations have deteriorated in both
manufacturing and services. Despite the macroeconomic and geopolitical
situation described above, the services sector has shown resilience for much of
2022. The resilience of this sector was due in part to rising tourism and growth
in the labor market.

Economic indicators underpinning Spain's improved
performance

Despite the downward revision of forecasts for Spanish economic growth, the
Spanish economy is one of the fastest-growing among the main European
countries, in line with the global trend mentioned above. For example, in its
October forecast, the IMF predicted that Spain would grow by 1.2% in 2023,
against a backdrop of virtually zero growth forecast for the eurozone and
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! Annual GDP growth 2022 and 2023

ol 2022 mll 2023
o recession in countries such as Germany and Italy. Spain is therefore maintaining
5% its strong relative growth, as has been the case since 2021. In fact, until the
release of the fnal data, economic growth is expected to fnish 2022 with a solid
increase of 4.3%, due to the revival of the economy, the almost full recovery of
the tourism sector, the strength of domestic demand and the implementation of

the NextGenerationEU funds.
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Thus, the recovery of the tourism sector has positioned itself as the main
driver of economic growth. The number of international travelers tripled in the
0% frst half of the year compared to 2021, recovering 85% of the total number

of visitors from 2019 before the pandemic. However, both the services and
manufacturing sectors have exhibited decreased activity since September and
business confdence is negatively impacted by political uncertainty in Europe.

1%

-1%

Spain Germany United States United Kingdom Japan
Source: IMF WEO October 2022

All'in all, growth for 2023 will be diminished by infation, which is now forecast
to be higher than initially expected, affecting household disposable incomes,
as well as by the energy crisis in Europe and an unstable geopolitical scenario,
which will affect investment and consumer confdence. However, the Bank of
Spain expects economic activity to accelerate in the second half of the year and
the momentum to continue until 2024, when it expects growth of 2.7%.

International tourist arrivals in Spain

In millions

<2019 /2020 /2021 o 2022*

12 According to the Bank of Spain, infation is expected to rise by 8.4% by the end
10 of 2022. This is below the 40-year peak that was recorded back in July, when
prices were driven up by the costs of energy, food, industrial goods and others.
3 Core infation is also expected to rise 3.8% for the year.
6 The labor market continued to experience a steady recovery throughout the
year, with an unemployment rate of 12.8% at the end of 2022, the lowest it
4 had been since 2008, and below the level of 14.8% at 2021 year-end. The labor
market is expected to remain at the current level through 2023 despite the
2 scenario of a global slowdown.
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In 2022, the strong fnancial performance of listed companies and their solid
position in terms of debt (which has decreased signifcantly and has developed
more diverse sources) are two important bright spots.

The latest results of listed Spanish companies refect signifcant revenue and
proft growth in the frst half of 2022. Although the global economic situation is
unstable, the return to normal health conditions and the removal of restrictive
measures designed to control the pandemic have driven growth for many
companies, especially in the service sector. These companies have not only
recovered their pre-pandemic revenue levels, but surpassed them.

Spanish listed companies recorded a turnover of more than 314 billion euros
in the frst half of 2022, representing a growth of 33% compared to the same
period last year (236 billion euros). The latest growth numbers show that the
revenue of listed Spanish companies is continuing to recover after it began in
2021, with a 16.9% increase over the turnover achieved in the frst half of 2019.

During the frst six months of this year, notable growth in sales was seen
across the oil and energy and consumer services sectors, with a remarkable
rise in revenue of 63% and 61%, respectively. During the frst half of the year,
companies in the oil and energy sector saw signifcant gains thanks to a robust
economy and higher energy costs caused by supply disruptions resulting from
the war in Ukraine. The consumer services sector has directly benefted from
the economic resurgence post-pandemic, as lockdown restrictions have been
entirely lifted and the Spanish tourism industry has seen a near full-recovery.

Revenue growth of
IBEX 35® companies

(Billions of euros)

350

300

261.61

250

227.68 226.41

200

150

100

H12019 H1 2020 H1 2021 H1 2022

Source: Results extracted from the accounts published in the CNMV.

Through June, Spanish companies were successful in restricting the rise of

costs on their fnancial statements in a global infationary environment that
caused notable gains in production expenses. It seems that thanks to these
efforts, the reduction in gross and operating margins has not been very strong
and has allowed companies to increase their net profts by 28.14% in the frst

six months of the year. This would be not including the earnings of Telefénica,
which recorded an extraordinary proft of 8.60 billion euros in the frst half of last
year, after the sale of Telxius and the merger of O2 and Virgin. If we include this
anomalous Fgure for Telefénica, we would have an overall decrease of 9.39%.
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Central Balance Sheet Data O¥ce: year-on-year
growth (%) by half-year of the revenues of Spanish
non-fnancial companies
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The gross operating proft (EBITDA) of all the companies that make up the
Spanish Stock Exchange increased by 6.15% year-on-year to over 45.0 billion
euros. If the results are adjusted for the extraordinary effect of Telefénica
mentioned above, EBITDA recorded a signifcant increase of 49% year-on-year.

The companies that make up the main national stock market index, the IBEX 35®,
increased their revenues by 36.34% in the frst half of the year, also surpassing
the fgures for the same period in 2019, while their EBITDA and net proft,
excluding the extraordinary effect of Telefénica, increased by 55% and 30%,
respectively (2.9% decrease in the aggregate net proft of the IBEX companies
when included).

However, the strong growth in sales and corporate profts slowed slightly in the
third quarter of this year, according to data from the Central O¥ce of Balance
Sheet Data of the Bank of Spain. Thus, the deterioration of economic dynamics

refected in the advanced indicators would be generally felt in all sectors of the
economy in the third quarter, affecting industry in particular. Corporate margins
will also be slightly affected by infation and interest rate hikes by the main
central banks.

For the second year in a row, listed companies have capitalized on strong profts
and substantial cash reserves amassed during the COVID-19 crisis to increase
shareholder compensation. Remunerations in 2022 have increased, almost
reaching the fgure of 26 billion euros, 26.8% compared to the previous year.
The MSCI data reveals that the dividend yield of the Spanish stock market,
bolstered by considerable shareholder remuneration, including a noteworthy
rise in dividends, has surpassed several other comparable markets - standing at
4% as of December's end.

Available data suggest that publicly traded companies continued to

implement share repurchase and subsequent cancelation programs in 2022,
supplementing returns from investing in equities. Through the year, listed
companies have canceled shares with a market value of 14.438 billion euros,
303% more than the previous year. This pattern is mainly due to the operations
of the Spanish banking sector, such as those of Banco Santander and BBVA,
which together have canceled capital worth 4.4196 billion euros.

The data indicate that for the frst half of 2022, the fnancial health and overall
capital structure of listed companies has strengthened. This has been evidenced
by lowered debt ratios coupled with increased creditworthiness. In this

context, the fnancial debt to EBITDA ratios of the IBEX 35® and IBEX Medium
components have slightly improved, decreasing to 6.03 and 6.33 x, respectively.
The fnancial debt to total assets ratio also improved, rising to 32.03% of total
assets for the IBEX 35® companies and to 30.14% for IBEX mid-caps. The ratio of
fnancial debt to net assets remained stable for companies in both indices.
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Assessment ratios for listed companies by market

PER in diferent global stock markets

Spain United Kingdom Germany Italy France us
Feb-20 11.70 12.30 17.30 10.90 16.40 21.10
Dec-20 16.50 17.60 24.30 27.90 31.40 32.10
Dec-21 13.80 15.70 14.70 16.60 21.90 26.10
Dec-22 9.90 11.30 12.10 7.00 14.90 19.40
Max 37 years 41.40 27.50 69.00 288.90 76.30 34.80
37-year low 6.10 6.40 -211.00 -0.10 7.00 11.30
37-year mean 15.72 15.57 20.01 23.38 21.12 20.60
Difference -5.80 -4.26 -7.89 -16.34 -6.21 -1.20

Dividend yield in diferent global stock markets

United Kingdom Germany France
Feb-20 4.80 5.30 3.30 4.50 3.40 2.00
Dec-20 3.90 3.30 2.50 2.30 1.90 1.50
Dec-21 2.80 3.60 2.30 3.00 2.10 1.30
Dec-22 4.00 3.80 3.70 5.00 2.90 1.70
Max 37 years 10.60 6.20 6.30 9.00 6.40 4.00
37-year low 1.40 2.10 1.60 1.20 1.40 1.10
37-year mean 4.03 3.80 2.87 3.32 3.07 214
Difference -0.03 0.00 0.83 1.68 -0.17 -0.44

Price/book value ratio in diferent global stock markets

Spain United Kingdom Germany Italy France us
Feb-20 1.10 1.50 1.40 1.10 1.60 3.30
Dec-20 1.30 1.60 1.70 1.20 1.70 4.40
Dec-21 1.30 1.90 1.70 1.00 2.10 5.00
Dec-22 1.10 1.70 1.30 1.10 1.70 3.90
Max 37 years 3.61 4.18 4.46 431 4.60 5.81
37-year low 0.80 1.20 1.00 0.60 1.00 1.50
37-year mean 1.74 2.14 1.94 1.58 1.89 3.01
Difference -0.64 -0.44 -0.64 -0.48 -0.19 0.89

The Table includes data for February 2020, the month before the COVID-19 pandemic is declared on a global scale.
Source: Morgan Stanley Cap. Int.(December 2022)
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The decline in global stock prices in 2022 and the momentum shown by P&Ls
during that time have improved the relative metrics that many analysts consider
relevant in determining a company's greater or lesser attractiveness to investors
based on its share prices. For example, the P/E ratios of many equity markets
are generally lower than their historical averages, as you can see in the attached
table of data from MSCI. On December 30, 2022, the P/E ratio of the Spanish
stock market was 9.9 x, 5.8 points below its historical average. Similarly, the
market valuation of the book value of companies (price-to-book ratio) is 1.1 x for
Spain, while the monthly average over the last 37 years is 1.74.

Regulatory environment

Perhaps some of the best news for securities markets in the balance of 2022
comes from the regulatory arena. Despite the economic headwinds and
challenging fnancial circumstances, there have been positive developments in
regulation which provide promising possibilities for stock markets, securities
trading and the economy as a whole. However, there are also risks that the
reform of the MiFID Directive and the MiFIR Regulation do not really aim to stop
the deterioration of healthy competition in equity trading between execution
venues. The European Union is facing a growing problem with fragmentation
and opacity in its markets. This threatens the strength of the most deep-rooted
market infrastructure, which will be needed to support the digital and sustainable
transition that the European economy must make.

1. Digital assets and new technologies

Despite the difFcult market environment and the subsequent high volatility
and decline in share values of certain digital currencies over the course of 2022,
investment companies have become increasingly optimistic about including
digital assets in their portfolios over the past few years. This trend is evidenced
across all dimensions proftability, fnancing, and technology.

A recent CNMV document estimates that cryptocurrency investments will have
reached a value of nearly $1 trillion globally by June 2022 (i.e., less than 1% of the
total capitalization of the world's exchanges at year-end 2021). The CNMV in Spain
has estimated that around 7% of the population has purchased cryptocurrency

at some point, though most of these investors allocated less than 5% of their
fnancial assets to it.

It is generally agreed upon that the current regulatory landscape does not
incorporate the necessary advancements within the fnancial and technological
sectors. The good news is that there are signifcant developments in this area
in 2022.

- On October 6, the EU Council approved the Digital Services Act (DSA),
which regulates due diligence requirements for intermediary service
providers, including fnancial service providers. Earlier, on July 5, the
corresponding Digital Markets Act (DMA) was also approved.

- In addition, on June 30, the Council and the European Parliament reached
preliminary agreement on the proposal for a Markets in Cryptoassets
Regulation (or MICA). On October 10, the document was adopted by the
Committee on Economic and Monetary Affairs of the European Parliament.
This new regulation aims, among other things, to regulate the issuance

of certain cryptoassets such as utility tokens and stablecoins, as well as to
approve and harmonize the rules of conduct and licensing of providers of
certain cryptoasset services.

- DLT Pilot Regime. Important steps have been taken to incorporate digital
assets and new technologies into regulated fnancing and trading channels
that have proven effective for many years. The European Regulation

on a Pilot Scheme for Distributed Log Technology (DLT)-based Market
Infrastructures ("the DLT Pilot Scheme") is primarily aimed at developing
trading and settlement of tokenized securities. The DLT Pilot Regime entered
into force on June 23 and will apply from March 23, 2023.
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The European Parliament regulation creates a pilot regime to “test”
infrastructures based on decentralized registration technology and aims to
develop trading and settlement of tokenized securities. It therefore applies

to systems where tradable securities are traded and settled, i.e. multilateral
trading facilities (MTFs) and settlement systems operated by central securities
depositories (CSDs) that use decentralized registration technology.

If approved by the regulating authority, specifc infrastructures may receive up

to six years' exemption, under certain conditions, from traditional compliance
requirements stipulated for multilateral trading facilities (for example MARF and
BME Growth). Similarly, obligations could be waived for settlement systems run by
CSDs like Iberclear. The new regime also provides for the possibility of authorizing
a legal entity that combines the two activities of trading and settlement, which is
not envisaged for traditional market infrastructures. Thus, there are three types
of infrastructures to which the exemption framework can be applied.

Approved systems may have one or more exemptions that must be applied for.
For example, there is the possibility of securities not being represented by book
entries; exemptions related to the reporting of transactions by markets; the
replacement of cash deliveries by token deliveries; retail investors may be allowed
direct access to the market without the need for an intermediary under certain
conditions; or exemptions related to outsourcing obligations on the part of
settlement systems managed by CSDs.

Financial assets that may be traded through these infrastructures include
equities, certain types of bonds, and units in collective investment undertakings.
However, the total market value of the negotiable instruments (instruments)

at the time of admission to trading may not exceed 6 billion euros. In addition,
the issuer of the shares must have a market capitalization of less than EUR 500
million, the bond issue must not exceed EUR 1 billion (excluding bonds issued
by companies with a market capitalization of less than EUR 200 million), and the
limit for CIU are funds with a portfolio of less than EUR 500 million.

New regulations and the advance
other innovative market developments

The rise of digital assets and new technologies has not caught the Spanish stock
market unprepared.

In parallel with the aforementioned regulatory developments, 2022 saw the
forging of alliances with relevant fnancial institutions to launch futures on crypto-
assets traded 24/7, a partnership with Cryptocompare to create a comprehensive
offering of cryptocurrency data, or collaborations with BBVA and IDB to issue the
frst regulated blockchain-registered bond in Spain, among others.

BME is one of the main promoters and coordinators of initiatives to digitize the
Spanish fnancial system. For this reason, it plays this role in collaborative projects
to modernize processes, such as those related to regulatory compliance or
innovation-based software.

For example, since last May, BME has been testing, in an authorized sandbox
— atest environment not affected by regulation — a platform that facilitates
the fnancing of SMEs through the issuance of instruments in the form of
digital assets within a blockchain network, the technology that allows the
creation of cryptocurrencies. Following the approval of a pilot program, the
sandbox marketplace developed by BME will receive ofcial regulatory backing.
This presents an opportunity to launch projects related to tokenized fnancial
instruments, including issuance, registration and trading activities.

The acquisition of BME by the Swiss marketplace operator SIX in 2020 has

reinforced the innovative vocation of the Spanish exchange manager through the
use of DLT technology, Al, ML, Big Data, etc.
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In 2018, SIX Group set the goal of launching a fully integrated trading, settlement
and custody infrastructure for digital assets based on DLT technology with the
creation of SIX Digital Exchange (SDX). In September 2021, it achieved this goal by
obtaining the appropriate licenses (MTF and CSD) to operate in Switzerland. SDX
aims to transform the traditional securities value chain into a digital model. This
initiative is comparable in terms of ambition and transformative dimension to the
development of electronic trading platforms 25 years ago. In November 2021, it
took an important step forward by issuing a tokenized bond, having it approved
for trading and placement on the regulated market infrastructure. Through these
actions, it became the inaugurate issuer of a digital bond of this kind.

2. Attracting more companies to fnance through the market

A second block of regulatory content in which progress was made in 2022 is
what we might call promoting the creation, fnancing, and growth of Spanish
companies. This chapter is integral to the European Capital Markets Union
(CMU) Action Plan, as it encourages companies to list securities on exchanges
in order to support more robust corporate growth throughout Europe and thus
expand its economic reach.

- New Securities Market Act. A new Securities Market Act is being
elaborated in Spain, which will include crypto-assets within the scope of the
fnancial markets with comparable guarantees to those of other traditional
fnancial assets. This Act seeks to modernize securities markets by facilitating
and promoting the fnancing of companies through these markets. The main
objective of this Law is to modernize the securities markets and includes
measures to improve the ability of the securities markets to fnance Spanish
companies and protect investors.

The Bill introduces amendments and innovations to the current regulations
in order to introduce improvements that facilitate the development of the
Spanish securities markets and to adapt the national regulations to the latest
developments in European law.

Before turning to the new developments that most directly affect issuers of
securities and are related to the issue of market infrastructures based on TRDs
discussed in the previous section, the Bill contains provisions aimed at ensuring
the legal certainty of the representation of securities by TRDs in order to allow the
application of the Regulation of the European Parliament and of the Council on

a pilot regime for market infrastructures based on TRDs in Spain. Thus, once the
European regulation is approved, the CNMV will already have supervisory powers
to ensure investor protection and fnancial stability in this area.

We will now address some of the new developments regarding issuers of
securities that are included in the document under review:

v Simplifcation of the requirements for the issuance and admission

to trading of securities. Including the relaxation of the requirements for
admission to trading of fxed income instruments or the restoration of the
possibility that a tradable security that has been admitted to trading on a
regulated market of another Member State may subsequently be admitted to
trading on a Spanish regulated market without the consent of the issuer.

v/ Changes in takeover bid regulation. For example, the takeover bid regime
applicable to regulated markets will be extended to multilateral trading
facilities (MTFs) for companies domiciled in Spain, under conditions yet to be
determined.

v/ Financial report for the second half of the year. The deadline for the
submission and publication of the half-yearly fnancial report for the second
half of the year is extended from 2 to 3 months.

v A new chapter VIII bis is created within Title XIV of the Corporate
Enterprises Act to develop the regulation of SPAC (Special Purpose
Acquisition Companies).
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The new provision, which is being analyzed in Congress, also includes the
elimination of the obligation of the information system for monitoring trading,
clearing, settlement and registration of securities, the central securities
depositories (also known as PTI, for Post-Trade Interface). The text also
transposes the obligations of the Quick Fix of MiFID Il, which in practice will
mean for market participants a simplifcation of information obligations toward
professional clients and an adjustment of the limitation of positions in certain
derivatives.

The Bill also contains a number of other amendments, such as those relating to
the prudential requirements for investment services frms, the introduction of
new rules of conduct for frms providing investment services, the establishment
of national fnancial advisory frms and those relating to the institutional and
operational regime of the CNMV.

- Law on the Establishment and Growth of Companies (Crea y Crece Act)

The Law on the Establishment and Growth of Companies was published

on September 29. This law is part of a broader strategy (called Espafia

Nacion Emprendedora) to make Spain a more attractive environment for
entrepreneurial activity. The new law aims to encourage business creation and
growth. Measures range from simplifying regulations to lowering the minimum
share capital required to set up joint stock companies, promoting collective
investment and venture capital, and improving access to fnancing.

Stakeholders most critical of this law point out that it does little for companies at
an advanced stage or with an international focus, and ask that in order for more
companies to take advantage of this regulation’s relief on capital increases,

the 5 million euro turnover limit be removed and qualifcation be extended to
companies older than fve years (7 years for biotechnology companies). Also,
start-up benefts should be extended to companies in later stages of growth.
Finally, the rules for tax residency in Spain should be improved to encourage the
return and attraction of talent.

3. The European reforms of MIFID and MiFIR:
current risks

One regulatory issue to keep an eye on this year and in the coming months
concerns the reforms and changes that European policymakers are proposing
for the MIFID Il directive and the MIFIR regulation.

For the EU to position itself as a true global player in the capital markets, the
Capital Markets Union (CMU) must provide a transparent, stable and well-
functioning market that investors can trust. In this regard, regulation is an
essential pillar, and Europe's ability to establish itself as a global player that can
compete with the United States and Asia in terms of the breadth of its fnancial
markets and the infrastructures that support them depends on its orientation.

The MIFID Il /R framework was created in the wake of the fnancial crisis to
improve transparency, price formation, investor protection and investor access
to EU markets. However, in recent years, the complexity and fragmentation of
equity trading in Europe has increased, with more than 250 authorized equity
trading venues currently in operation. Thus, the current level of dark trading in
the EU is well above the threshold recommended by both academic research
and the need for transparent and robust regulated market infrastructures in
Europe that efFciently serve as vehicles for the digital and sustainable economic
transformation demanded by investors and society at large.

The proposed changes to the market structure increase the risk of consolidating
the high levels of fragmentation and opacity that already exist.

Amid intense discussions on PFOF (Pay for Order Flow) and CT (Consolidated
Trade) commitments, the stock exchanges, through their European federation
(FESE), have recently urged EU policymakers not to lose sight of their goals of
greater transparency, visibility, liquidity and a level playing feld between trading
venues and equity order execution.
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There is a general consensus among fnancial experts of different disciplines

in the EU that market fragmentation and opacity are detrimental to market
eTfciency. As the distribution of 2022 traded volumes in listed equities in

Europe shows, activity related to opaque platforms has increased sharply in

an environment where infrastructures that enable transparent trading (such

as exchanges) struggle to pursue policy objectives beyond the transactional
functions of markets and incur much higher regulatory costs than other players.
This poses a serious risk to the stability of markets, as it means that an orderly
level playing feld, which is necessary to achieve the ambitious goals of the
Capital Markets Union, will break down over time.

A November 16 FESE press release states, “The current extent of dark trading

is well above the threshold recommended by academic research. Systematic
internalizers (SIs) have performed particularly well, accounting for 27% of
European trade fows in June 2022, while primary activity in transparent markets
has reached a historic low of 28%, almost half of the pre-MiFID Il 2017 peak of
53%. These levels threaten the viability of their capital markets to fund digital
and sustainable transformation.”

Tra®c via Sls should be limited to what it is intended for: large Block Trading.
ESMA should establish a uniform volume cap. A threshold that preserves trading
in transparent systems that contribute to the growth of frms and the open
participation of many investors in the process, as in the past.

With regard to the risks posed by certain “commission-free” brokerage practices,
such as the receipt of payments for order fow (PFOF), the European Securities
and Markets Authority (ESMA) has already issued a statement in the summer of
2021 questioning the ethics and transparency of the business model of several
investment platforms.

The receipt of PFOF can be defned as the compensation or proft that a broker
receives for routing its customers' orders to a particular trading or execution
venue (market maker). In other words, the broker acts as an intermediary and
receives compensation for routing an order to a third party for execution.

This type of “arrangement” can raise a number of investor protection issues.
The receipt of PFOFs conficts with a number of important MiFID Il obligations
to ensure that brokers always act in the best interests of their clients when
executing client orders. PFOFs are the basis of the business model of popular
“commission-free” trading platforms in the United States, where alarm bells are
also ringing. There is concern that this type of compensation prevents brokers
from obtaining the best terms for executing their clients' orders.
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2 INVESTMENT AND FUNDING ON THE STOCK MARKETS

2.1 Returns and investment

The war in Ukraine, persistent and very high infation, rising interest rates at

all maturities, and slowdowns in major economies have hit the mainstays of
global equity market activity in 2022. Throughout the year, most fnancial assets
have experienced a signifcant reduction in proftability and there has been an
increased search for safe havens and hedging positions, resulting in restricted
capital mobility. This has led to a balance of stock market activity with few
growth niches compared to 2021 in equities and bonds, both in terms of share
prices and trading volumes, as well as fnancing, especially in the second half

of the year.

Despite global socioeconomic and fnancial tensions, Spain weathered the year
with certain comparative advantages. Economically, growth has been higher
than in other countries and the unemployment rate is at its lowest level in
many years. The introductory chapter illustrates that, despite some indicators
suggesting a recessionary impact, the results of listed companies have not
been adversely affected. And, despite everything, the fnancial situation of
Spanish households appears to be sound. Perhaps this is why the value of the
benchmark stock market index in Spain, the IBEX 35®, has recorded better
cumulative results than the other markets throughout the year.

In 2022, the IBEX 35® lost 5.56%, or 2.03% if we include the positive effect of the
signifcant dividends paid out by 26 of its member companies during the year.
Dividends and their infation-protecting effect are indeed among the “winners”
in this annual review. For this reason, the Spanish stock market has benefted
overall with a good representation of stocks historically associated with the
return of dividends. In particular, one of its indices of the IBEX family, the Top
Dividend, which was up 1.17% per year, became one of the best cross-sector
stock market indicators in the world this year.

— O INVESTMENT AND FUNDING ON THE STOCK MARKETS

In this respect, February was an important milestone for the IBEX 35®,
underlining the importance of this indicator in the long term and the correct
reinvestment of dividends. The IBEX 35® celebrated its 30th anniversary. During
this period, the size of the Spanish economy, measured by GDP, has increased
threefold, while the value of the companies included in the indicator has
increased tenfold. For 30 years, the index has consolidated its position as the
leading brand for the Spanish economy and listed companies.

Over the past 30 years, BME has managed a family of over 80 indices, which
have come to serve as benchmarks for a variety of fnancial products and
investment strategies. In the same time frame, more than 60 different
companies have been part of the IBEX 35®. The sector representation has
also changed signifcantly, confrming the IBEX 35® as the main reference
for changes in the structure of the Spanish stock market and economy over
the last three decades. The current structure is more diversifed, and within
it digitalization and renewable energies have gained weight.

Since its launch on January 14, 1992 until December 30, 2022, the cumulative
annual return of the IBEX 35® has been 4%. If we include the dividends paid
during this period by the companies that have integrated it, this rate is 8%
(almost equivalent to multiplying the investment by 10).
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Major global stock market indexes have accumulated losses of about 19.5% at
year end, after posting strong gains of more than 15% the previous year. Losses
in many markets were higher at some points during the year, although they
moderated in October and November when the frst signs of a correction in
infation began to be seen.

Despite the fact that the majority of stock markets experienced declines this
year, one market remained resilient. Latin America. While the broad FTSE or
MSCI indices remain practically fat, others such as BME's Latibex Top or Brazil's
Bovespa closed with gains between 4% and 8% thanks to a better relative
position of the area in an environment of rising commodity prices, earlier
tightening monetary policy decisions and stronger currencies.

Annual yield in the world’s

main stock indices
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European equity market losses were slightly lower than global averages, with the
EuroStoxx 50 and STOXX Europe 600 around -12% over the year, refecting the
better relative performance of indices such as Portugal's PSI (+2.8%), Greece's
ATHEX (+4.1%), the U.K.'s FTSE (+0.9%), Spain's IBEX (-5.6%), France's CAC (-9.5%)
or to sectors such as the banking sector, whose continental index lost almost
5%. Underperforming the Euro STOXX 50 (-11.7%) are country indices such as
the German DAX (-12.6%), the Swiss SMI (-16.7%), the Italian MIB (-13.3%) or the
Austrian ATX (-19.1%).

After achieving consecutive yearly record highs, the North American markets,
some of the most infuential indices in the global landscape, experienced

a decline in 2022; yet, its impact was varied depending on each index.

The confrmation of the (albeit mild) economic recession and, more importantly,
the aggressive increases in key interest rates by the Federal Reserve (FED) to
combat double-digit infation have been refected in the stock markets. While the

Oil, energy and banks save the year
amid steep declines in
tech companies
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Dow Jones of the 30 major stocks posted only a limited loss (-8.8%), the broader
S&P 500 declined -19.4% and the Nasdaq 100 index of technology stocks
extended its losses to a very large loss (-33%). This abruptly broke a 12-year
streak of uninterrupted gains, refecting the impact of rising interest rates on the
valuation of technology-leading companies, whose expectations of generating
large earnings to justify valuations appear to be a long way off.

The other major focus of global equity market losses in 2022 was emerging Asia,
led by Chinese stock markets. The MSCI Emerging Markets Asia Index fell -22.4%,
mitigated by Hong Kong's Hang Seng at -15.5% and the DJ Shanghai with -17.7%.
In China, the economic slowdown, the zero-Covid policy, and the increasing
interventionism of Chinese authorities in large companies have had a negative
impact on valuations.

Also in Asia, but now in developed markets, Japan's Nikkei Index limited its

losses to -9.4% for the year overall, signifcantly less than the losses of global
world indices.

Spanish stock exchange indices (IBEX and Latibex)

30/12/21 30/12/22
IBEX 35 8,713.80 8,229.10
IBEX 35 with dividends 26,878.00 26,332.90
IBEX MEDIUM CAP 13,815.40 12,798.50
IBEX SMALL CAP 8,241.80 7,185.20
IBEX TOP DIVIDEND 2,498.70 2,527.90
FTSE4Good IBEX 9,267.40 8,795.90
FTSE Latibex Top 4.952.30 5,340.80
FTSE Latibex Brasil 10,611.10 11,196.80
IBEX GROWTH MARKET 15 2,432.40 2,381.60
IBEX GROWTH MARKET All Share 1,984.30 1,967.30

IBEX 35 in 2022
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Annual change in Spanish stock market prices
in 2022 by sector and sub-sector of economic activity

Until December 30. Data in %.
Based on sector grouping of the General Index of the Madrid Stock Exchange (IGBM).
In accordance with global trends, Spanish equity prices

experienced a mostly bearish trajectory throughout

the year. However, in contrast to past years, this year's ail
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2 INVESTMENT AND FUNDING ON THE STOCK MARKETS

Performance of the main IBEX indexes
in the short and long term as of Dec 30, 2022

in2022  ml From COVID lows (Mar 20)
al From pre-COVID 19 (Feb 20) ml From low financial crisis (May 12)
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Ibex Top Ibex 35 with FTSE4Good Ibex 35 Ibex Ibex
Dividend Dividends IBEX Medium Cap Small Cap
Large caps,

better than small caps in 2022

Large caps and mid caps outperformed small caps. Compared to the IBEX 35’s
decline of 5.56%, the IBEX Medium Cap index showed a depreciation of -7.36%
over the year. The downward trend is accentuated in the indicators of small
companies and companies in expansion, with the IBEX Small Cap and IBEX
Growth Market 15 indices marking this unfavorable trend with declines of
-12.82% and -2.09%, respectively. However, the IBEX Growth Market All Share
was one point lower at -0.86%.

In 2022, the slight difference in stock price decreases between companies of
different sizes has remained a global phenomenon. The global pool of small

caps, as measured by the MSCI World Small Caps, lost -20.1% in 2022, mid caps

shed -20.7%, and large caps lost -19.3%.

In the long run, however, the smaller companies included in IBEX Small Cap
beneft. This indicator is up 133% in 10 years (minimum of the 2012 fnancial
crisis up to December 2022), while the IBEX 35 is up 35%. The appreciation

of the IBEX Small is even higher than the 107% that the IBEX 35 with Dividend
has in the indicated period. In the two and a half years that have passed since
the initial sharp drop in share prices due to the pandemic (March 2020), the
companies of the IBEX Top Dividend and the IBEX Small lead the way, with
35% and 40% respectively at December 30 2022 since March 2020.

Sustainability and gender
in stock indices

At the end of 2021, a gender equality index, IBEX Gender Equality, was created
for Spanish listed companies. BME's creation of a Gender Equality Index
highlights its commitment to integrating ESG factors into fnance, in line with
Sustainable Development Goal 5. A greater number of women in management
positions will contribute to achieving this goal.

In 2022, this index has fallen -7.9%, in line with the decline in the other leading
indicators of the Spanish stock market. The index has no fxed number of
components and has grown from 31 to 45 companies in the review of the index
conducted in June of this year, with the number of components meeting the
requirements for inclusion in this indicator increasing exponentially with each
annual review.

The IBEX Gender Equality Index selects those listed companies that belong to
the IGBM and have between 25% and 75% women on their board of directors,
and between 15% and 85% women in senior management. The exposure ratios
are obtained using a study that CNMV publishes each year on the presence of
women in positions of responsibility at listed companies.
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Number of companies in the
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The more widespread declines in share prices in 2022 have resulted in
signifcant falls in the value of stock markets around the world which, given
the postponement of IPOs due to the prevailing uncertainty, have not been
compensated by major new additions to the stock markets. According to

the World Federation of Exchanges, all of its nearly 100 members would

have suffered a drop of almost $30 trillion (-30%) in the value of their listed
companies, from $124 trillion at year-end 2021 to about $92 trillion on Oct. 31
(latest complete fgure available).

In the case of the Spanish stock market, the decline in total market
capitalization was -4.9% in 2022. The value of Spanish companies’ shares fell by
-9.25% but that of foreign stocks, mainly Latin American, rose by 2.6%. Overall
capitalization at December 30, 2022 reached 1.03 trillion euros, with Spanish
securities accounting for 621.7 billion euros and foreign securities for 407.2
billion euros.

Of particular note is the fnancial services sector, whose capitalization has
fallen 2.25% this year. This is the smallest of the sectoral declines and includes
mainly the banking sector, whose share in the total capitalization of the
Spanish stock market is now back to over 20% after two previous years in
which it represented 16%.

The banking sector experienced a signifcant and positive performance in
2022. This key sector in the Spanish equity market has experienced a turbulent
decade during which it underwent various changes. Now, however, it appears
to be shifting gears as it navigates an environment of stringent regulations
and improved forecasts for its business model.

The return of interest rates from the exceptional situation in which they have
been in recent years to normal levels has enabled the banking sector to
refocus on its core business, i.e.: lending (credit). The potential for banks to
enter into new business areas with the security of having a reliable source of
recurring income may have a lasting impact in the years to come.
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Variation in the capitalization of listed companies in 2022

Value at Dec 30, 2022 Variation in the year Variation since March 2020 (start of COVID-19)

%

Total 1,029,003.0 -53,044.5 -4.90 298,819.4 40.92
Of which:

Spanish securities 621,795.8 -63,377.0 -9.25 103,112.2 19.88
Foreign securities 407,207.2 10,332.4 2.60 195,707.1 92.53
Of which Latibex 269,782.1 20,639.3 8.28 132,241.8 96.15
BME Growth (included in Spanish Securities) 39,079.9 -9,553.4 -19.64 -796.3 -2.00
Growth companies 5,975.3 883.4 17.35 3,975.3 198.77
SOCIMI 14,710.6 761.5 5.46 1,210.6 8.97
BME Growth (Expansion + SOCIMI) 20,685.9 1,644.8 8.64 5,185.9 33.46
SICAVs, SILs and ECRs 18,394.0 -11,198.2 -37.84 -6,148.7 -25.05

Sectors of activity (without foreign securities) Value at Dec 30, 2022 Variation in the year Variation since March 2020 (start of COVID-19)
Oil and energy 163,802.4 692.8 0.42 40,102.6 32.42
Basic materials, industry and construction 69,962.9 -14,885.9 -17.54 14,185.4 25.43
Consumer goods 100,374.9 -17,607.9 -14.92 -6,564.3 -6.14
Consumer services 37,215.2 -5,915.8 -13.72 5,464.2 17.21
Financial services 156,444.0 -3,604.9 -2.25 42,010.4 36.71
Real estate services 26,526.8 -1,249.5 -4.50 1,990.1 8.11
Technology and telecommunications 67,469.6 -20,805.8 -23.57 5,717.6 9.26
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SIX published a study about the future of fnance in September. It was based
on 300 executives from international fnancial institutions and found that
over two-thirds of them expect the economy to improve over the next twelve
months. A larger percentage (over 70%) also expects infation to fall by 2023.
In addition, more than 90% of executives believe their company will achieve
strong or moderate growth over the next three years. Overall, the executives
surveyed from investment banks were most positive about their growth
prospects, followed by those from retail banks and asset managers. Asset
managers and wealth service providers are at the other end of the spectrum,
but in each case, at least three-quarters of respondents expect strong or
moderate growth in each of the sectors surveyed.

In the case of smaller companies admitted to BME's fnancing and trading
platforms, the capitalization of BME Growth SCIMIs rose by 5.46% in 2022 and
that of Growth Companies by 17.35% after 10 new companies were added

to this segment in the year. The capitalisation of the BME MTF Equity market
space, which includes BME Growth (SOCIMI and Empresas en Expansion)
together with the SICAV, ECR and SIL segments, amounted to 39.08 billion
euros at December 30, 2022.

Another important fact in the Review of activities in 2022 is the strong

growth of the value of companies in the Latin American segment Latibex.

In 10 months, the capitalization of the 19 listed companies has increased by
20.6 billion euros to 269.7 billion euros. This amount includes the contribution
of Neoenergia, the Brazilian subsidiary of Iberdrola, which came to market on
June 7, amounting to almost 4.0 billion euros. Since the lows reached by the
COVID-19 crisis in 2020, the capitalization of Latibex has doubled.

Companies listed on the Spanish Stock Exchange

Dec-20 Dec-21 Dec-22

Continuous market (SIBE) 127 124 121
Other companies listed for foor trading 11 10 9
LATIBEX 19 19 19 19
BME Growth 2,581 2,432 1,349
Growth companies 42 50 56

SOCIMIS 7 7 79
SIL 20 20 30
ECR 1 1 1
SICAV 2,441 2,284 1,183
Total 2,738 2,585 1,498

The substantial reduction in the number of SICAVs on the Spanish Stock
Exchange marks the decrease in the total number of listed companies from
2,585 at year-end 2021 to 1,498 on December 30, 2022. Meanwhile, the
number of companies listed in continuous trading decreased from 124 to
121, while the number of SOCIMIs and expanding companies included in BME
Growth increased from 127 to 135.
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2 INVESTMENT AND FUNDING ON THE STOCK MARKETS

Spanish stock market trading
volumes worsen in the
second half of the year
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The volume of shares traded refects changes in the
direction of investment over the year

Average daily trading in 2022 fell by 4.61% to 1.409 billion euros. The best
differential performance of the Spanish Stock Exchange in the frst 5 months

of the year, when the daily average reached 1.709 billion euros, 17.16% higher
than in the same period of 2021, was offset by what happened in the following

7 months, when average daily trading decreased by 18% to 1.2 billion. Finally, the
actual volume traded this year amounted to 362.1 billion euros, corresponding to
38.9 million trades executed (4.24% or 13.7% lower than the corresponding data
in 2021).

Amidst the challenging conditions facing capital markets this year,

with commodities as the only market to draw in positive investment fows,

the performance of share volumes traded on the Spanish Stock Exchange can

be deemed satisfactory. The Spanish stock market's sectoral composition,
comprised of large companies established on a solid dividend structure, alongside

the heightened participation of retail investors since the COVID outbreak has
enabled a slight cushioning effect against capital outfows to liquidity, increasing
competition among trading platforms, and the negative discriminatory effect of
the fnancial transaction tax on trading in Spanish securities, now in force for the
second year in a row.

In this context, using WFE data available through September, we found a 20%
decline in effectively traded share volumes on the NYSE and 37% in Hong Kong,
and a 10% increase on Euronext and 54% on the London Stock Exchange. At the
end of September 2022, global stock exchanges saw a 10% decrease in the
effective value of shares traded, indicating a highly disordered market. The Stock
Markets part of Swiss group SIX, in which BME is integrated, reached at that time
a traded volume of shares of 957.5 billion euros, 2.7% less than in the same period
of 2021, ranking third in the EU among market participants and sixteenth in the
world in a list in which 8 Asian markets are among the 15 that appear in front.

Retail Investment

One aspect that may have contributed to the good performance of volumes
with Spanish listed stocks in the frst half of the year is the participation of retail
investors. At year-end 2021, households owned 17% of the shares listed on the
Spanish stock exchange. According to the CNMV's interactive panel on retail
investor behavior, retail investors were responsible for 6.4% of the volume
traded on our stock exchange in 2021, after accounting for 7% in 2020 and
4.4% in 2019.

In 2022, Spanish households, despite having increased liquidity in their
portfolios in line with the more conservative investor consensus, held 4%

of their fnancial savings directly in equities at the end of H12022. This fact,
together with the fnding that their position in terms of net fnancial assets
was quite solid in June 2022, are factors that suggest that retail investors were
an important support for the volumes traded in the Spanish equity market

in 2022, especially in the frst half of the year.
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Value of fnancial assets and liabilities
of Spanish households (2004-2022%*)
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Spanish households
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The fnancial assets of Spanish households amounted to 2.67 trillion euros at
the end of the frst half of 2022. This is 0.7% more than a year earlier and 42%
more than a decade ago (end of 2012), according to the Financial Accounts data
of the Spanish economy published by the Bank of Spain. The Spanish pandemic
response resulted in a limited impact on the fnancial assets of households,

due to the implementation of income support measures and a signifcant rise
in savings in 2020. This resulted in household savings reaching unprecedented
high levels. In June 2022 fnancial assets were 9.2% above year-end 2019.

The total debt of Spanish households, their liabilities, reached 773.1 billion
euros at the end of the frst half of 2022, 1.6% more than a year earlier and

2% more than at the end of 2019, before the pandemic. Although the 2022
fgure is higher than the annual closing levels of the last 7 years, according

to data from the Bank of Spain, it is still 19% lower than the 2011 closing level,
refecting that Spanish households have become more than 187 billion euros
less indebted in 13 years, equivalent to more than 17 percentage points of GDP.

The combined effect of the increase in assets and the containment of the
growth in liabilities in recent years means that the net fnancial assets of
Spaniards at the end of the frst half of 2022 are 1.89 trillion euros, 0.7% higher
than the closing level of 2021, although slightly below the all-time record

of 1.93 trillion euros in 2021.
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Shareholder remuneration on the Spanish stock
exchange
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Competition and liquidity

The BME-managed trading platform continues to maintain a higher market share
than its competitors among platforms admitted to the Spanish Stock Exchange,
which operate under equivalent rules for securities admitted to trading.
Specifcally, the market share in 2022 was 67.16% taking into account the total
trading conducted under homogeneous market rules applicable to all trading
venues for listed shares authorized by the regulations in force.

This trend of delocalizing trading between different execution venues is

a natural part of the competitive process that MiFID Il aims to foster and
that can be observed both at BME and at the other major European markets,
without compromising market quality and liquidity metrics.

Data provided by LiquidMetrix also shows BME as the most liquid execution
venue among its various competitors. During 2022 the spread over the frst price
level of IBEX 35® securities stood at 6.79 basis points (bp), 2.30% better than

the levels shown by other centers. For a depth of €25,000 in the order book, the
annual spread in 2022 was 9.13 bp, 29.39% better than what has been obtained
in other centers.

Shareholder remuneration brings the
best news for investors in 2022

This year, many companies listed on the Spanish stock exchange have sought to
reward their shareholders through dividend payments and share buybacks with
the aim of canceling out outstanding shares. The IBEX Top Dividend is one of
the few international indices of developed stock exchanges that has practically
maintained its value at the beginning of the year in the face of general losses of,
in many cases, well over 10% per year.

In 2022, total shareholder remuneration recorded by all companies listed on
the Spanish stock exchange in the form of dividends and the return of share
premiums amounted to 25.9 billion euros during the year, 26.86% higher.
Twenty-seven share buyback transactions were recorded, representing an
all-time high of 14.4 billion euros. This fgure is the same as the entire amount
canceled between 2019 and 2021 and represents an all-time high for the year.
Together, the two types remuneration amount to 40.4 billion euros, the second
highest amount in the history of the Spanish stock exchange.
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Of the direct shareholder remuneration, 25.2 billion euros are accounted for
by dividends (32.55%), 692.03 million by share premium refunds (-50.58%)
and 5 million by capital reductions with return of contributions. By market,
25.3 billion euros is remuneration from listed companies and €658.08 million
from companies admitted to BME Growth.

Of the dividends, 24.7 billion euros were distributed in 141 payments from
listed companies (129 in 2021) and 494 million euros (+70.52% compared to
2021) in 105 transactions (69 in 2021) from BME Growth companies. Of the
latter, 11 payments (8 in 2021) were made by growth companies amounting to
46.16 million euros and the remainder corresponds to 94 SOCIMI distributions
(61 in 2021).

Once again this year, the scrip fexible dividend distribution (shares or cash)

has accounted for a signifcant portion of the distributed amounts. Thus in 2022
they carried out 15 payments by the scrip method. They are the same number
as in 2021 but for an amount of 3.65 billion euros, 22.6% less.

Spain ranks among the stock markets with the highest dividend yield for its
investors, as indicated by the data. According to data from MSCI's latest monthly
report for developed equity markets, Spain had a value of 4% in December

2022 (the same as its historical average for the last 37 years). Combining this
ratio with other classic company valuation indicators such as PER (9.9 x) and
price to book value (1.1 x), many experts believe that the Spanish stock market
currently has a valuation that can be attractive to a medium- and long-term
investor.

Recent research shows that the long-term dividend explains almost 70% of the
return of the total return indices of the Spanish stock market (TR), compared
to 60% for comparable indices such as the Eurostoxx 50 TR and 50% for the TR
indices of the North American stock exchanges. This percentage is higher for
indices that select stocks in companies with high and stable dividends (such as
the IBEX Top Dividend), which also have less market risk since their beta
(indicator measuring the response of these indices to the most representative
index in the market) tends to be tight and they tend to be less volatile.

One aspect that underscores the importance of dividends for investors,
growth and market development is the increase in products related to this
type of remuneration. On April 28, BME launched four new indices that
exclude dividend risk. These indices track the performance of the IBEX 35®
with dividends and discount them annually by a constant (decrement); they
are typically used as underlyings in various structured products. They aim
to eliminate dividend risk, i.e. the uncertainty of future dividend payments
by listed companies.
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Dividend yield on stocks in 2022

Annual closed as of December 30, 2022

Ibex 35 Ibex Medium Cap Ibex Small Cap

1 Merlin 11.085% 1 Atresmedia 13.158% 1 Azkoyen 17.087%
2 Enagés 11.002% 2 Prosegur 10.694% 2 Aedas Homes 15.675%
3 Telefonica 8.804% 3 Ence 9.751% 3 Prosegur Cash 8.236%
4 Endesa 8.150% 4 Linea Directa Aseguradora 6.514% 4 Vocento 7.120%
5 Mapfre 8.072% 5 Faes Farma 5.869% 5 Nicolas Correa 4.211%
6 ACS 7318% 6 Ebro Foods 3.888% 6 Miquel y Costas 3.503%
7 BBVA 6.212% 7 CAF 3.774% 7 San José 2.525%
8 Fluidra 5.854% 8 Corp. Fin. Alba 3.460% 8 Iberpapel 1.916%
9 Banco Sabadell 5.677% 9 Viscofan 3.040% 9 Reig Jofre 1.826%
10 Acerinox 5.410% 10 Cie Automotive 2.993%

11 Logista 5339% 11 Ercros 2.623%

12 Naturgy 4.936% 12 Global Dominion 2.443%

13 Sacyr 4.423% 13 Talgo 2.364%

14 Repsol 4.242% 14 Applus 2.338%

15 Iberdrola 4.062% 15 Gestamp 2.241%

16 Caixabank 3.984% 16 Almirall 2.058%

17 Banco Santander 3918% 17 Vidrala 1.448%

18 Inditex 3.742% 18 Pharma Mar 1.011%

19 Bankinter 3.453%

20 Ferrovial 2.828%

21 Laboratorios Rovi 2.650%

22 Unicaja Banco 2.425%

23 Acciona 2.392%

24 Indra 1.408%

25 Inmobiliaria Colonial 1.092%

26 Acciona Energia 0.775%
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Consistent dividend yield in 2022
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ETF trading is growing

In 2022, exchange traded funds (ETFs) worth 1.6 billion euros were traded

on the Spanish Stock Exchange. This fgure represents an increase of 3.14%
compared to the same period in 2021. As with equity trading, the year was
divided into two distinct parts. In the frst half of the year, volumes increased
by 31% compared to 2021, and from then until December there was a decrease
of 26%.

BME's activity in this market segment was underpinned by the fve benchmarks
listed on the Spanish Stock Exchange. Together, they had assets of 530 million
euros as of December 30, down 10.6% from the end of 2021. Of this fgure,
21% is accounted for by an ETF on the Eurostoxx 50 index and the rest by four
instruments linked to an index of the IBEX family. Two follow the IBEX 35®

and they comprise 63% of the total equity traded on the stock exchange. The
lion's share of activity was mainly driven by investors with direct and positive

exposure to the IBEX 35, as 63% of trading (1.012 million euros) was focused
on references to this index, while the LYXOR IBEX Double Inverse accounted
for 34% of the value of purchases and sales.

Spanish exchange-traded funds are taxed similarly to equities. Capital gains
derived from the purchase and sale of shares are not subject to withholdings
on account. ETFs though, are taxed on the capital gains generated at any given
time, regardless of whether the reimbursed amount is reinvested in another
ETF or not. Unlike ETFs, traditional funds may defer the taxation on capital
gains — therefore, transfers from one fund to another are allowed without tax
until redeemed. The sales of funds are, however, subject to tax withholding

or payment on account, accumulating what is known as “tax baggage”.

BME continues to promote the ETF market with various actions designed to
reactivate interest, pending the approval of a regulation that corrects the tax
differences that penalize its attractiveness to investors and issuers in Spain,
while in the United States and Europe they continue to register very signifcant
activity fgures.

Volatility pushes up
warrants to levels of fve years ago

Warrants trading on the Spanish Stock Exchange has seen a high level of activity
in 2022. This year almost 600 million euros have been effectively traded, slightly
more than double the amount traded during the same period in 2021.

In this case, the high level of socioeconomic uncertainty that persisted
throughout the year has led to high volatility, which has been maintained over
time (with occasional extreme peaks). The Vibex index registered a monthly
closing average of 21.8 points in 2022 compared to 17.44 in 2021 and 25.48

in the pandemic year.

Traditional warrants have gained the most, accounting for 72% of traded cash
and rising 116% annually. They are followed by multi-warrants with a 16% share
and 60% annual growth. Finally, turbo warrants accounted for 11%, and volume
132% higher than in 2021.
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Warrants on international indices accounted for 59% of actual trading in 2022, The volume of investment fows related to market fnancing has fallen sharply
equity indices and domestic equities each accounted for 12%, foreign indices in 2022, in line with the accelerated tightening of monetary policy by the world's
accounted for 10%, exchange rates accounted for 11%, and foreign equities major central banks to curb infationary escalation. As market conditions
accounted for the remaining 5%. remain uncertain and companies largely focus on downward price adjustments,

the majority of frms have put their fnancing plans on hold.
At the end of December 2022, there were 2,641 warrant references on the
market, after 6,355 new admissions were registered over the year. As we said,
these are the highest levels in 5 years.
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The data provided by the World Federation of Exchanges (WFE) on total
fnancing and investment fows are very telling in this regard. They show

a decline of more than 90% compared to 2021 in fows channeled through IPOs
on the main North American and some European exchanges, and a decline

of more than 70% in the same places in new funds raised by already listed
companies.

This decline in Tows is also seen in other alternative funding channels such as
venture capital and seed capital, albeit to a lesser extent.

Broken down by region, data on investment fows in emerging and developing
economies such as China, India, Thailand, Egypt, and Latin American countries
have been remarkable resilient. There, despite the aforementioned global
context, companies have maintained or, in some cases, surpassed 2021 levels
of fnancing activity through fnancial markets.

Decline in fFnancing volumes
on the stock market

In Spain, in 2022 BME continued to meet the fnancing needs of the Spanish
business community, although in comparative terms compared to 2021 it has
not been able to decouple from the negative performance in this area of most
of the world'’s leading global market infrastructures.

A total of 18 new market entrants have been registered in 2022. Two to the
stock exchange (Atrys Health and Opdenergy), one to the Latibex platform
(Neoenergia) and ffteen to BME Growth. These fgures do not include
companies such as SICAVs, SILs or ECRs which are admitted to BME's alternative
MTF Equity platform. Between all these companies, 356.05 million euros of
new funds were mobilized at the time of their entry into the market, which was
particularly intense in the frst half of the year and in the fnal stretch of the
year. This is signifcantly lower than in 2021 in line with the general worsening
of the economic environment during the year, but 72% higher than in 2020
when the pandemic broke out. In the 2020 fnancial year, 10 new companies
were registered on the Spanish stock market, attracting resources worth
255.39 million euros at the time of their listing on the stock exchange.

During the year which has just fnished, Opdenergy Holdings, a renewable
energy company, recently completed an Initial Public Offering (IPO) on the
main Spanish stock market, raising approximately 220 million euros due to high
demand for its shares. The company was valued at around 700 million euros

on the day of its stock market debut. This is an example of how the renewable
energy sector is continuing the trend of recent years, increasing its presence
and its share in the total capitalization of the Spanish stock market.

Likewise, Atrys Health transitioned from BME Growth to the Continuous Market
of the Spanish Stock Exchange in February 2022, following in the footsteps of
MasMavil and Grenergy Renovables in previous years. With this milestone, the
company completed a six-year journey in BME Growth. A period in which it has
multiplied its market capitalization by almost 40 times, from 16 to more than
600 million euros, while its revenue increased from 4.5 million euros in 2016 to
a pro forma turnover of more than 90.8 million euros in the frst half of 2022
alone. This is yet another example of the value of this alternative market on

the Spanish stock exchange as a fnancial lever for accelerating the size and
expansion of SMEs.

Continuing with the IPOs throughout 2022, BME Growth has once again been
the main catalyst for the listing of new companies on the market. Fifteen out of
the 18 new listings mentioned above have joined BME Growth: 10 in the growth
companies segment and 5 in the SOCIMIs segment. This means that for the
second year in a row, the number of new listings of companies in the growth
segment exceeds that of SOCIMIs. With these fgures, BME Growth accumulates
179 listings since its inception, of which 135 remained listed at the end of
December 2022, the highest balance since the creation of this market.
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In terms of capital increases, a total of 120 transactions were carried out on
the stock markets during the year, 24% more than the 96 in the same period
of 2021. This is because due to the adverse macroeconomic and fnancial
conditions, listed companies have continued to utilize the market as a funding
strategy to realize their growth objectives and maintain an attractive and
secure remuneration system. However, the value of these transactions was
signifcantly lower than in previous years, as is also refected in data from the
main international stock markets at the global level. This means that Spanish
listed companies increased their capital by 2022 by 6.3 billion euros.

In the stock market, capital increases were carried out throughout the year
to maintain and, in some cases, increase shareholder remuneration. Of the
5.5 billion euros in 2022, 3.7 euros (67.6% of the total) are accounted for

by capital increases to compensate shareholders in the form of a fexible
dividend. Iberdrola and Telefénica were two of the most noteworthy capital
increase operations, with Iberdrola completing a pair of transactions
totaling over 2.0 billion euros for dividend payouts and Telefdnica expending
636 million euros on theirs.

BME Growth maintains its fnancing power
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Stock market performance:
BME Growth vs Russell 2000 indexes
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BME Growth escapes the
general mood of apathy on the markets

BME Growth has continued to be a growth engine for small and medium-
sized Spanish companies. The value of funds raised by listed companies in this
market through capital increases reached 742.2 million euros in 2022, 9.4% less
than the previous year, supported by 72 operations, which are paradoxically
16 more than those recorded in 2021. As mentioned above, the main reasons
for capital increases in the market were the organic and inorganic expansion
of the business, as in the case of companies such as the identity verifcation
company Facephi, the photovoltaic company EiDF, the electricity trader
Holaluz or the biotechnology company IFFE Futura and others. If we take into
account all types of fnancing transactions (mainly credit offsetting and share
swaps), BME Growth activity continued to be very dynamic in 2022, reaching
93 transactions, a fgure that is an annual record high and which brings to

532 the number of fnancing transactions that have been carried out in this
market since its creation in 2009.

If we take into account the expansions and operations to add new companies
to the market, the fow of fnancing raised by BME Growth companies reached
878.25 million euros in 2022, compared to 959.7 million euros and 428.3 million
euros in 2021 and 2020, respectively.

In the secondary market, the IBEX Growth Market® All Share and IBEX

Growth Market® 15 indices have performed relatively better than their U.S.
counterparts.
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2 INVESTMENT AND FUNDING ON THE STOCK MARKETS

Acquisitions, mergers and takeovers

Global merger and acquisition activity was also impacted by the current
economic landscape of volatility and heightened uncertainty surrounding
economic growth and geopolitical concerns. As data compiled by Dataside
shows, in the frst three quarters of the year, the number and value of
M&A deals in Europe, the Middle East and Africa declined by 14% and 16%,
respectively.

In Spain, several stocks such as Zardoya Otis, Mediaset Espafia, Metrovacesa
and Siemens Gamesa were again the focus of takeover bids in 2022.

The transactions carried out on the companies Zardoya Otis and Siemens
Gamesa have been carried out with the aim of delisting the companies from

the stock exchange. Thus, Zardoya Otis was delisted following the takeover bid
by its American parent company Otis for the remaining 50% of the capital it did
not yet control, while Siemens Gamesa is awaiting approval of its delisting by
the extraordinary shareholders’ meeting after the takeover bid by its parent
company Siemens Energy for the 32.93% of the capital it did not hold was
accepted by 25.6% of the latter. MFE-MediaForEurope, an Italian company,
successfully increased its total share in Mediaset Espafia’s capital to 82.92%,
following a takeover bid for 100% of the remaining capital that it did not
previously control. Finally, Metrovacesa was partially acquired by the FCC Group
and its partner Control Empresarial de Capitales (CEC), increasing its share

in the capital to 17%.
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