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The end of 2016 will bring new record figures for the Spanish tourism sector. This development is crucial for
an economy that, after the crisis, needed to increase its exposure to external demand and develop labour-
intensive sectors. The recent growth of the sector reflects structural improvements, but it is also the result of
temporary factors whose impact may be reversed in the medium term, so it is especially important to take
advantage of the opportunities the situation offers.

What is the cause of this strong performance? First, the good performance of economies that have
traditionally been an important source of tourists, such as the German and British economies. Second, the
spectacular growth of exceptional demand, as a result of globalization and the subsequent increase in
income in countries that in the past had not been consumers of Spanish services. Third, the sector has
considerably improved its competitiveness, partly as a result of strong adjustments in domestic demand and
the labour market situation, but also as a result of restructuring and consolidation. To this, we can add lower
oil prices and interest rates, which have helped keep costs under control, even in an environment of growth.
Finally, the recovery and the implemented reforms have increased investment.

However, these factors cannot fully explain the sector’s growth. In particular, while in recent years Spain has
established itself as one of the safest countries in the world, some of the main countries, which compete in
the sector have gone through events that have damaged their appeal to European tourists. Thus, it is
estimated that, of the observed increase in overnight stays by foreigners since 2010, about a third are the
result of tourists increasingly perceiving competing countries as being unsafe.

There is no reason to think that this situation will be reversed in the short term. In any event, the sector must
grasp the opportunity to retain this group of “borrowed” tourists. To do so, we must consolidate our improved
competitiveness by increasing investment in both physical and human resources. This involves working with
the public sector to improve the training of workers and increase service quality. The government should
implement regulations to support competition on equal terms, to reduce the costs of opening and operating
in the sector and to encourage investment. All this would accelerate job creation and improve wages.
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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.

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.

In 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 in 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. It is forbidden its reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature by any means or process, except in cases
where it is legally permitted or expressly authorized by BBVA.
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