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Did you buy an automobile in 20187 If so, was this a decision you'd considered in advance? Or were you encouraged
to do so by ads from manufacturers and distributors with eye-catching discounts, driven by the new emissions
approval cycle known as WLTP, which came into force in September? If you changed your buying habits, you weren't
the only one. According to a recent BBVA Research study, without WLTP, between 35,000 and 40,000 more private
vehicles would have reportedly been registered from September, which were instead sold in July, and especially in
August.

What is the Worldwide Harmonized Light Vehicle Test Procedure (WLTP)? Since September 2018, all private
automobile registrations must be certified according to a new procedure, which measures fuel consumption and
pollutant and carbon dioxide (CO2) emissions through more realistic lab tests than those conducted under the NEDC
test that has been in force since the 1980s.

As a result of the WLTP, an automobile’'s CO2 emissions may differ from NEDC test results. In particular, the volume
of CO2 emissions of some WLTP-approved automobiles, especially those with more advanced technologies, could
be up to 20% higher when compared to the NEDC test. Given that the registration tax rate in Spain is based on a
vehicle's CO2 emissions, the WLTP could make automobile purchases more expensive and, as a result, reduce the
demand for private automobiles. This, combined with the need to sell off non-approved automobiles, resulted in a
marketing push by brands and dealers during the second and third quarters of 2018, which brought about a notable
upturn in sales in the first eight months of the year.

The 7% growth in private automobile registrations in 2018, to over 1.3 million units, coincided with a sharp fall in
demand for diesel engines, which accounted for barely a third of the automobiles sold in 2018. Why has the market
share of diesel vehicles fallen by half since 2010 to levels last seen in the mid-1990s? In addition to the fall in the
average annual breaking-in, which makes it more difficult to offset the extra purchase cost compared to gas
automobiles, and the emergence of new, increasingly affordable propulsion technologies, the reduced attractiveness
of diesel engines can trace its roots to the tightening of environmental regulations following the case of false pollutant
emission readings, known as "dieselgate," in September 2015.

Both the regulatory changes adopted since then and the expectation of new policies that make driving a diesel
automobile more expensive, more difficult or even impossible have influenced their relative demand. In this regard,
notable changes include the dissuasive impact of traffic restrictions approved by certain large cities (such as Paris
or Madrid) to comply with European air quality standards; the proposals included in the bill on climate change and
energy transition in Spain, aimed at limiting the use of internal combustion vehicles in the most-populated areas in
the short term, and at prohibiting the marketing thereof in the long term; or the intention to equalize the tax on
hydrocarbons with that of other fuels.

The Global Database of Events, Language, and Tone (GDELT), which gathers real-time information from the media
on millions of topics such as build sentiment or engagement indicators, confirmed that the "dieselgate" scandal and
the subsequent response from the authorities have had negative and permanent repercussions on Spanish consumer
perception of diesel automobiles. Since the end of 2015, a wave of negative opinions on diesel engines has been
detected in the press, which cancels out positive news and therefore discourages people from buying them. This
result suggests that the trend away from diesel automobiles will continue into 2019 and 2020, although probably at
a slower rate. Will you contribute to this?
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DISCLAIMER

This document has been prepared by BBVA Research Department. It is provided for information purposes only and
expresses data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained
from or based on sources we consider to be reliable, and have not been independently verified by BBVA.
Therefore, BBVA offers no warranty, either express or implicit, regarding its accuracy, integrity or correctness.

Any estimations this document may contain have been undertaken according to generally accepted methodologies
and should be considered as forecasts or projections. Results obtained in the past, either positive or negative, are
no guarantee of future performance.

This document and its contents are subject to changes without prior notice depending on variables such as the
economic context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of
such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its
contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into
any interest in financial assets or instruments. Neither shall this document nor its contents form the basis of any
contract, commitment or decision of any kind.

With regard to investment in financial assets related to economic variables this document may cover, readers
should be aware that under no circumstances should they base their investment decisions on the information
contained in this document. Those persons or entities offering investment products to these potential investors are
legally required to provide the information needed for them to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. Reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature by any means or
process is prohibited, except in cases where it is legally permitted or expressly authorised by BBVA.
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