

















2007 will be remembered as the year when the international financial markets suffered one of the shar-
pest and deepest convulsions of recent years. The start of the crisis was so abrupt that we can precisely
identify the date it started: August, although of course the causes and factors behind it date back to well
before this. The depth of the crisis is reflected in the performance of the markets and the intervention of
monetary authorities from August last year.

In effect, it seemed that when we got back from our summer holidays the international financial system
had been attacked by a virus (sub-prime mortgages) which was threatening to rage out of control. It was
not long before headlines appeared estimating the size of the crisis at losses of hundreds of billions of
dollars. This fear of increasingly intense waves of asset deterioration, and even of potential crises in the
system, choked the markets, and some of them virtually ceased to function.

Spain was not spared from these international upheavals. The new environment of high risk premiums
and deficient wholesale markets could affect the strategic positions of Spanish financial institutions, par-
ticularly with regard to credit expansion. In addition, there has been a noticeable slowdown in the growth
of the Spanish economy, which might result in lower growth in business volumes.

This background is challenging, but not dramatic. Here at the Confederacion Espanola de Cajas de Aho-
rros (CECA] we have been following the situation very closely. As a result we can state that, as far as the
international financial crisis is concerned, the level of exposure of the Savings Bank sector in Spain to the-
se "toxic assets” is almost zero. Furthermore, the levels of efficiency and sophistication in risk manage-
ment achieved by Spanish institutions (backed up by regulatory and supervision systems which are crea-
ting enormous interest at the international level] means that they have adequate safety margins. And as

for the performance of the Spanish economy, the figures forecast for 2008 show that the situation is much




more satisfactory than in the previous crisis (1992-93), when we were faced with a recession on a scale
which does not appear likely today.

CECA, as a provider of financial services and technology to the market, achieved satisfactory perfor-
mance levels in all the objectives established by the General Assembly for the year just ended.

This Annual Report describes how 2007 was also an active year for CECA on the institutional front. From
the regulatory standpoint, last year will be remembered for the significant steps taken towards achieving
real financial services policy in the European Union, which has acquired unprecedented visibility. Security
markets have experienced the most far reaching reform of their regulations in over fifteen years (which,
through the Markets in Financial Instruments Directive, MiFID, affected the structure of the markets and
the way in which they provide investment services to their clients). There was significant progress on the
project for creating a Single European Payments Area (SEPA), and this is now very much becoming a rea-
lity. The solvency requirements arising from the New Basel || Capital Accord have also been the focus of a
great deal of effort, and will continue to be so in 2008.

CECA and the Spanish Savings Banks have taken an increasingly influential role in all of these projects,
in keeping with the role they perform in the European financial system as a whole.

CECA's defence of the corporate model of Spanish Savings Banks has continued to achieve the desired
results, particularly in front of the European Commission, which in 2007 focussed strongly on the retail
banking sector: publishing a Green Paper and finalising its investigation into competition in the sector.
Community authorities have clearly seen the advantages of the corporate and business structure of Spa-

nish Savings Banks, including their commitment to free competition.
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Based on our experience in 2007, it is not difficult to predict that 2008 is also going to be a very intense

41 TE

year. As the Catalan philosopher Eugenio Trias said, “crises, although they are frightening, serve to put an
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end to one period and begin another”. The past performance and the, staff and attitudes of the Confede- -

racion Espanola de Cajas de Ahorros, fill me with confidence for the journey ahead.
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Juan R. Quintas Seoane
Chairman - Managing Director
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Confederacion Espanola de Cajas de Ahorros and Companies
Composing the Confederacion Espanola de Cajas de Ahorros Group
CONSOLIDATED BALANCE SHEETS AT 31 DECEMBER 2007 AND 2006 (NOTES 1 to 5)

'ASSETS

i(Thousands of Euros)
: 2006 (*)

Cash and balances with central banks (Note 7) 640,201

Financial assets held for trading (Note 8) 3,182,346 4,044,754
2.1 Loans and advances to credit institutions -

2.4 Debt instruments 1,528,008 3,190,13

2.5 Other equity instruments 118,641 6,369
2.6 Trading derivatives 1,535,697 848,252
Memorandum item: Loaned or advanced as collateral 1,143,579 2,211,331

Other financial assets at fair value through profit or loss
3.1 Loans and advances to credit institutions

3.2 Money market operations through counterparties

3.3 Loans and advances to customers

3.4 Debt instruments

3.5 Other equity instruments

Memorandum item: Loaned or advanced as collateral

Available-for-sale financial assets (Note 9) 406,648
4.1 Debt instruments 282,269

Loans and receivables (Note 10)

5.1 Loans and advances to credit institutions

5.2 Money market operations through counterparties
5.3 Loans and advances to customers

5.4 Debt instruments

5.5 Other financial assets

Memorandum item: Loaned or advanced as collateral

Held-to-maturity investments
Memorandum item: Loaned or advanced as collateral

Changes in the fair value of hedged items in portfolio hedges of interest rate risk

Hedging derivatives

11.2 Loans and advances to customers
11.3 Debt instruments

11.4 Equity instruments

11.5 Tangible assets

11.6 Other assets

Continued




:LIABILITIES AND EQUITY i

i (Thousands of Euros) o

2006 (%] -

LIABILITIES .
T

-

1.4 Marketable debt securities -
1.5 Trading derivatives 1,544,184 849,361 :_:i
1.6 Short positions 312,095 1,660,285 -

Other financial liabilities at fair value through profit or loss
2.1 Deposits from credit institutions
2.2 Customer deposits !

2.3 Marketable debt securities o
Financial liabilities at fair value through equity :
credit institutions ;:s

:

i

-

rough counterparties ;

4,482,611 3,412,216 -

4.5 Marketable debt securities - - o
4.6 Subordinated liabilities - - =
T

4.7 Other financial liabilities 902,940 927,851

Changes in the fair value of hedged items in portfolio hedges of interest rate risk

Hedging derivatives (Note 11) =
Liabilities associated with non-current assets held for sale :
Liabilities under insurance contracts :_:
e
i
.
14.4 Other provisions :
=
Tax liabilities (Note 24) @
15.1 Current -
15.2 Deferred o

Continued




= Confederacion Espanola de Cajas de Ahorros and Companies
i Composing the Confederacion Espanola de Cajas de Ahorros Group
- CONSOLIDATED BALANCE SHEETS AT 31 DECEMBER 2007 AND 2006 (NOTES 1 to 5)

. :ASSETS

] i(Thousands of Euros)

I‘jl i *
;_l Continued 2006 1
LE

Lt Investments
12.1 Associates (Note 13)
i trolled entities

Tax assets
17.1 Current
17.2 Deferred (Note 24)

i

T

RECTH

ELE

Prepayments and accrued income (Note 16)

HEFE

i Other assets (Note 17)

e TOTAL ASSETS

818,630 2,637,351
6.
2.2 Other commitments 206,402 2,103,945

L

AHORROS

5ODE

(*) Presented for comparison purposes only.

w The accompanying Notes 1 to 43 and Appendixes | to Il are an integral
= part of the consolidated balance sheet at 31 December 2007.
T




:LIABILITIES AND EQUITY i

i (Thousands of Euros) o
2006 (*)

S

Continued

(R

a1

Accrued expenses and deferred income (Note 16)

il

iHI4

17.1 Welfare fund (Note 27)
17.2 Other

R

1R

Equity having the substance of a financial liability

TOTAL LIABILITIES 13,827,441 13,285,987

ERR- R

EQUITY (Nota 20) o
Minority interests

Valuation adjustments

2.5 Exchange differences :
2.6 Non-current assets held for sale .

THEHI

Own funds

3.1 Capital or endowment fund (Note 22)
3.1.1 Issued
3.1.2 Unpaid and uncalled (-]

3.2 Share premium

3.3 Reserves (Note 23)
3.3.1 Accumulated reserves (losses)

R B

LHAWI LS

THHHIA g3 LHS

R B

JALELE

(*) Presented for comparison purposes only.
The accompanying Notes 1 to 43 and Appendixes | to Il are an integral
part of the consolidated balance sheet at 31 December 2007.
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{(Thousands of Euros)

Confederacion Espanola de Cajas de Ahorros and Companies
Composing the Confederacion Espanola de Cajas de Ahorros Group
CONSOLIDATED INCOME STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006 (NOTES 1 to 5)

Income / (Expenses)
2006 (*)

Interest and similar income (Note 29)

Interest expense and s

2.1 Return on equity having the substance of a financial liability
2.2 Other

Income from equity instruments (Note 31)

716,552

NET INTEREST INCOME

51,742

Share of results of entities accounted for using the equity method (Note 32)
4.1 Associates

4.2 Jointly controlled entities

Fee and commission income (Note 33)

Fee and commission expense (Note 34)

Insurance activity income

7.1 Insurance and reinsurance premium income

7.2 Reinsurance premiums paid

7.3 Claims paid and other insurance-related expenses

7.4 Reinsurance income

7.5 Net provisions for insurance contract liabilities

7.6 Finance income

7.7 Finance expense

Gains/losses on financial assets and liabilities (net) (Note 35)

8.1 Held for trading

8.2 Other financial instruments at fair value through profit or loss
8.3 Available-for-sale financial assets

8.4 Loans and receivables

8.5 Other

Exchange differences (net)

(9)
(9)
108,786 95,488
(27,596) (20,473)

(39,975)
(58,697
18,722

GROSS INCOME

126,292

Sales and income from the provision of non-financial services

Other operating expenses (Note 39)

Continued

(71,084)

(11,682)

(1,094)



n
%[Thousands of Euros) =
Continued 2006 (*) ::f:
C NET OPERATING INCOME =
T
17 Impairment losses (net) (Note 40) o
17.1 Available-for-sale financial assets =
17.2 Loans and receivables =
g
=
17.5 Investments o
5
17.6 Tangible assets o
17.7 Goodwill m
17.8 Other intangible assets o
17.9 Other assets !
Provisions (net) (Note 19) =
Finance income from non-financial activities o
Finance expenses of non-financial activities i
Other gains (Note 41) 9,974 =
21.1 Gains on disposal of tangible assets 3,705 m
21.2 Gains on disposal of investments - 5
i
21.3 Other 6,269 2,704 =
Other losses (Note 41) (924) (491) o
22.1 Losses on disposal of tangible assets - - :t:
22.2 Losses on disposal of investments - - o
22.3 Other (924) (491) =
x';sz;
PROFIT BEFORE TAX 54,246 78,383 =
T
Income tax (Note 24) (13,964) (24,130) o
Mandatory tran elfare projects and funds "
i
PROFIT FROM ORDINARY ACTIVITIES i
........ Proflt/Lossfromdlscontlnuedoperatlons[net] i

PROFIT FOR THE YEAR

G PROFIT ATTRIBUTABLE TO THE GROUP 40,282

THI:

(*) Presented for comparison purposes only.
The accompanying Notes 1 to 43 and Appendixes | to Il are an integral
part of the consolidated income statement for 2007.
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Confederacion Espanola de Cajas de Ahorros and Companies
Composing the Confederacion Espanola de Cajas de Ahorros Group
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006 (NOTES 1 to 5]

s

{(Thousands of Euros)
: 2007 2006 (%)

1 NET INCOME RECOGNISED DIRECTLY IN EQUITY: 11,719
1.1 Available-for-sale financial assets: 14,516
1.1.1 Revaluation gains 35,995
1.1.2 Amounts transferred to income statement (12,637)
1.1.3 Income tax (8,842)
Reclassmcanons

1.2.1 Revaluation galns/losses
1.2.2 Amounts transferred to income statement
1.2.3 Income tax
1.2.4 Reclassifications
1.3 Cash flow hedges:
Revaluation losses

1.3.3 Amounts transferred to the initial carrymg amount of hedged items
1.3.4 Income tax
1.3.5 Reclassifications
1.4 Hedges of net investments in foreign operations
1.4.1 Revaluation gains/losses

1.5 Exchange differences:
1.5.1 Translation gains/losses
1.5.2 Amounts transferred to income statement
1.5.3 Income tax
1.6 Non-current assets held for sale
Revaluation gains

1.6.3 Income tax
1.6.4 Reclassifications

2 CONSOLIDATED PROFIT/LOSS FOR THE YEAR:
2.1 Published consolidated proflt/loss for the year
2.2 Adjustments due to chan i

3 TOTAL INCOME AND EXPENSE FOR THE YEAR
3.1 Parent
3.2 Minority interests

MEMORANDUM ITEMS: EQUITY ADJUSTMENTS ALLOCABLE
TO PRIOR PERIODS

Effect of changes in accountlng policies

Valuation adjustments

(*) Presented for comparison purposes only.
The accompanying Notes 1 to 43 and Appendixes | to Il are an integral
part of the consolidated statement of changes in equity for 2007.




Confederacidn Espanola de Cajas de Ahorros and Companies
Composing the Confederacion Espanola de Cajas de Ahorros Group
CONSOLIDATED CASH FLOW STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006 (NOTES 1 to 5)

2

{(Thousands of Euros)

2006 (*)

1. CASH FLOWS FROM OPERATING ACTIVITIES
Consolidated profit for the year

1,519,077

(66,734)

(47,285)

Continued
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{(Thousands of Euros)

Continued

Confederacion Espanola de Cajas de Ahorros and Companies
Composing the Confederacion Espanola de Cajas de Ahorros Group
CONSOLIDATED CASH FLOW STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006 (NOTES 1 to 5)

2006 [*)

Net increase/(decrease) in operating liabilities:

Deposits from credit institutions
Money market operations through counterparties
Customer deposits
Marketable debt securities
Trading derivatives
Short positions
Other financial liabilities at fair value through profit or loss:
Deposits from credit institutions
Customer deposits
Marketable debt securities

2. CASH FLOWS FROM INVESTING ACTIVITIES
Investments (-):

. Intangible assets

Held-to-maturity investments
Other financial assets
Other assets

. Tangible assets

Intangible assets
Held-to-maturity investments
Other financial assets

~ Other assets

Continued

(1,348,190 653,878

(24,911)

(5,016)




2

{(Thousands of Euros)
2006 (*)

Continued

3. CASH FLOWS FROM FINANCING ACTIVITIES
Issuance/Redemption of capital or endowment fund (+/-)
ruments (-)

HEHMIA 03 1HS

R B

ERR- R

(*) Presented for comparison purposes only.
The accompanying Notes 1 to 42 and Appendixes | to Il are an integral part
of the consolidated cash flow statement for 2007.
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Introduction, basis of presentation
of the consolidated financial
statements and other information. &

1.0 Introduction

Confederacion Espafola de Cajas de Ahorros (“the Confederacion”) is an entity subject to the rules and
regulations applicable to credit institutions operating in Spain. The Confederacion operates mainly in Spain
and it has a branch in London. Its registered office is at calle Alcala, 27, Madrid. Public information on the
Confederacion can be consulted both on the Confederacion's official website (www.ceca.es) and at its
registered office.

The Confederacién is the national association of all member, or potential member, general popular
savings banks, whether or not they are grouped together in federations, and provides them with financial
services. It is a community welfare institution governed by current legislation and regulations in this
connection and, particularly, by its bylaws.

In addition to the operations carried on directly by it, the Confederacion is the head of a group of
subsidiaries that engage in various business activities and which compose, together with it, the
Confederacion Espafola de Cajas de Ahorros Group (“the Group”). Therefore, the Confederacion is obliged
to prepare, in addition to its own individual financial statements, the Group’'s consolidated financial
statements, which also include the interests in joint ventures (jointly controlled entities) and the investments

in associates, if any.



The Confederacion Espanola de Cajas de Ahorros Group comprises the following companies:

Subsidiaries

*** Caja Activa, S.A., incorporated in 1997 to facilitate the access of savings bank customers to

new technologies.

*%* CEA Trade Services Limited, formed in 2004 to encourage the provision of foreign trade

services to savings banks.

Jointly controlled entity

***s Ahorro y Titulizacion, Sociedad Gestora de Fondos de Titulizacion, S.A., incorporated
in 1993 in order to establish, manage and legally represent asset-backed bond SPVs and

mortgage-backed security SPVs.

The accompanying Appendixes | and Il include salient financial information relating to these
companies. Also, Note 3 contains the Confederacién’s summarised financial statements for 2007,
including comparative information for 2006, and details the percentage that its assets and profit represent
in relation to those of the Group.

The Group's consolidated financial statements for 2006 were approved at the Annual General Assembly
on 18 April 2007. The 2007 financial statements of the Group have not yet been approved by the General
Assembly; however, the Confederacion’s Board of Directors considers that they will be approved without

any material changes.



1.:. Basls.of presentation of the

consolidated financial statements

Under Regulation (EC) no. 1606/2002 of the European Parliament and of the Council of 19 July 2002, all
companies governed by the law of an EU Member State and whose securities are admitted to trading on a
regulated market of any Member State must prepare their consolidated financial statements for the years
beginning on or after 1 January 2005 in conformity with the International Financial Reporting Standards
previously adopted by the European Union (“EU-IFRSs”). The Confederacion voluntarily availed itself of the
enabling provisions of corporate legislation and prepared the consolidated financial statements for 2005 in
accordance with EU-IFRSs. Therefore, the Group is required to prepare its consolidated financial statements
for the year ended 31 December 2007 in conformity with EU-IFRSs.

In order to adapt the accounting system of Spanish credit institutions to EU-IFRSs, the Bank of Spain
issued Circular 4/2004, of 22 December, on Public and Confidential Financial Reporting Rules and Formats.

The Group's consolidated financial statements for 2007 were prepared by the Confederacion's directors
(at the Board Meeting on 12 March 2008) in accordance with EU-IFRSs and taking into account Bank of Spain
Circular 4/2004, using the basis of consolidation, accounting policies and measurement bases described in
Note 2, and, accordingly, they present fairly the Group's equity and financial position at 31 December 2007,
and the results of its operations, the changes in consolidated equity and the consolidated cash flows in 2007.
These consolidated financial statements were prepared on the basis of the accounting records of the
Confederacion and of each of the other Group entities and include the adjustments and reclassifications

required to unify the accounting policies and measurement bases used by the Group (Note 2).



All accounting policies and measurement bases with a material effect on the consolidated financial

statements were applied in their preparation.

1.z Responsibility for the information

and for the estimates made
The information in these consolidated financial statements is the responsibility of the Confederacion’s
directors.
In the preparation of the Group's consolidated financial statements for 2007 estimates were occasionally
made by the Confederacion’s directors in order to quantify certain of the assets, liabilities, income,
expenses and obligations reported herein. These estimates relate basically to the following:

**= The impairment losses on certain assets (Notes 2.7, 7, 9, 10, 12 and 40).

s The assumptions used in the actuarial calculation of the post-employment benefit liabilities

and obligations and other long-term obligations to employees (Notes 2.9 and 19);

*%* The calculation of any provisions required for contingent liabilities (Notes 2.8, 2.13 and 19).

*%* The useful life of the tangible and intangible assets (Notes 2.11 and 2.12); and

*®> The fair value of certain unquoted assets (Notes 2.2.3, 8.2, 9.2 and 9.3).



Although these estimates were made on the basis of the best information available at 31 December 2007
on the events analysed, future events might make it necessary to change these estimates (upwards or
downwards) in coming years. Any required changes in accounting estimates would be applied prospectively
in accordance with the applicable standards, recognising the effects of the change in estimates in the

consolidated income statements for the years in question.

1. Information relating to 2006

As required by the applicable standards, the information relating to 2006 contained in these notes to the
consolidated financial statements is presented with the information relating to 2007 for comparison

purposes only, and, accordingly, it does not constitute the Group's consolidated financial statements for 2006.

1.7 Agency agreements

Neither at 2007 nor 2006 year-end nor at any other time during those years did the consolidated entities

have any agency agreements in force, as defined in Article 22 of Royal Decree 1245/1995, of 14 July.

1.5 Investments in the share

capital of credit institutions

At 31 December 2007 and 2006, none of the Group entities had ownership interests of 5% or more in the

share capital or voting power of other Spanish or foreign credit institutions.





