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The recovery of the Spanish economy has been characterized by the sectoral concentration of job creation. Of the
2.5 million jobs created in the country between 2013 and 2018, nearly half have come from the hospitality and
commerce sectors as well as the entire public sector, which represent just under 40% of the GDP. The hospitality
sector, with 320,000 new jobs in recent years, is the sector that has most contributed to job creation.

However, moving forward, the pace of creating jobs in hospitality could decline due to decreased demand in
Europe, the stabilization of some competing countries and the possible saturation of some national tourist
destinations. In recent months, signs of deceleration have been noted: in 2018, enrolment in Social Security in the
hospitality sector grew by 3%, which was below the figure for overall employment for the first time in a decade. In
addition, employment data indicates a certain cost saturation in some destinations during the high season.

This deceleration represents a challenge for some areas of Spain. Three types of vulnerable provinces can be
distinguished based on their dependence on this sector. First, in the Canary and Balearic Islands, there is a
structural dependence on this sector, which represents one-fifth of the total employment in each location. With
respect to the Balearic Islands and, to a lesser extent, the Canary Islands, the dependence on the hospitality sector
has remained stable since 2016 due to the dynamism of other sectors, such as construction and professional
activities, which have grown at higher rates than employment in the hospitality sector. If these sectors maintain
their dynamism, they could compensate for the deceleration of the hospitality sector.

The second group features provinces that have substantially increased their dependence on the sector. In the
period from 2013-2018, in Malaga, Alicante, Cadiz and Almeria, employment from hospitality represented between
one-third and 40% of jobs created, and its weight on total employment increased around 1.5 pp. The vulnerability
stems from the fact that the increase in employment in tourism has co-existed with the lack of dynamism in the
other sectors. In these provinces, the customary effect of activity in the hospitality industry trickling into other
sectors has not occurred, suggesting that the conditions are not suitable for diversification toward other activities.

Finally, despite the fact that some provinces in north-eastern Spain are characterized by the limited importance of
tourism on the economy, they have still depended on this sector to create employment during the recovery. Zamora
and Avila are notable in this regard. Even if the sector only represents 8.1 and 9.8% of total employment,
respectively, the hospitality sector accounts for 39% and 35% of jobs created, a much higher percentage than the
one observed in territories that are heavily focused on tourism, like the Balearic Islands. In these provinces, the
hospitality sector has partially compensated for the scarce dynamism of job creation overall.

Therefore, the deceleration of tourism represents a phenomenon that will fundamentally change the map of job
creation in Spain. Economic policy will be affected by this change in several ways. First, from the point of view of
stabilizing the economic cycle within the current context of declining dynamism, it must be taken into account that
the provinces that were previously indicated as vulnerable will suffer an especially intense deceleration.

Second, in a more structural manner, some areas like the Canary Islands and the Andalusian coast have a per
capita income lower than the national average. Thus, the decline in tourism activity may imply additional challenges
for bridging this gap. Finally, tourism is relatively mild in terms of credit, and exterior tourism, by nature, has a
positive impact on the balance of payments. Therefore, its rising growth over the years has helped to avoid
generating imbalances that in the past have affected the Spanish economy, like high deficits in current accounts or
excess credit. As the deceleration of the hospitality industry continues, the Spanish economy's capacity to maintain
the current job creation rates without generating macroeconomic imbalances will be tested.
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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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