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TERMINOLOGY USED:

In inflation analysis it is advisable to break down a consumer price index for a country or an economic area in price
indexes corresponding to homogenous markets. An initial basic breakdown used in this publication is 1) Non-processed
Food price index (ANE) 2) Energy price index (ENE), 3) Processed Food (AE), 4) Other commodities (MAN), 5) Other
services (SERV). The first two are more volatile than the others, and in Espasa et al. (1987) a core inflation measure
exclusively based on the latter ones was proposed; the Spanish Statistical Institute and Eurostat proceed in the same
way. Later, in the BULLETIN EU & US INFLATION AND MACROECONOMIC ANALYSIS was proposed to eliminate from
components of core inflation those indexes which are excessively volatile.

Thus, the previous basic breakdown has been amplified for Spain in the following manner: a) ANE, b) ENE, c¢) Tobacco,
Oils and Fats, and Tourist Packages, d) Processed Foods excluding Tobacco, Oils and Fats, (AEX).ge) Other Goods
(MAN), and f) Other services, excluding Tourist Packages (SERT). The measure of inflation obtained with the AEX,
MAN, and SERVT indexes we term trend inflation, as an alternative indicator similar to core inflation, but termed trend
inflation to indicate a slightly different construction. The measure of inflation established with the price indexes excluded
from the CPI to calculate trend inflation or core inflation, depending on the case, is termed residual inflation.

For the United States the breakdown by markets is principally based on four components: Food, Energy, Services, and
Commodities. Trend inflation or core inflation is based in this case as the aggregation of services and non-energy
commodities.




I. MAIN POINTS AND NEW RESULTS

1.1. ECONOMIC AND MONETARY UNION

O For this month, we are forecasting a positive monthly inflation rate of 0.2%, without increasing annual

a
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inflation in the euro zone from last month’s figure, 2.3%. Core inflation will reach an annual rate of 2.1% in
August, due to stable growth in this component. Within core inflation, there is a reduction in the mean
inflation rate for non energy industrial goods in 2004, due to a heavy fall in these prices in July because of
the second sales of the year. The energy price growth forecasts have increased in August, but the effect of
this on the year-on-year rate of total EMU inflation is compensated by the decrease in the rates of core
inflation expected in non-energy industrial goods.

Graph 1.1.1 YEAR-ON-YEAR RATE OF EMU INFLATION
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Inflation in July in the euro zone performed better than expected, with a negative growth of 0.17% in the
monthly rate compared to the negative forecast of 0.06%, and with the annual rate falling to 2.3%. The
annual inflation rate in the EMU fell for the second consecutive month. The main innovations in the monthly
rate have occurred in core inflation, which has performed slightly better than expected, with a negative value
of 0.26% instead of the forecast negative value of 0.14%, and in energy, with a growth of 0.63% instead of
the 1.23% expected. At the end of July, the annual rate of core inflation was 2.1%, whereas inflation in
energy and unprocessed food was 6.01% and 0.76%, respectively.(tables 2.1.1 of section II.1 and A2 in the
appendix).

The expected performance of inflation in the euro zone in 2004 is characterised by the stability of annual
core inflation, with rates of around 2.1% for the remaining months of the year, and the marked volatility of
annual inflation in energy. Thus, the total annual inflation rate has been on the increase from the 1.6%
registered in February to the 2.5% observed in May, but annual rates are expected to stabilise at around
2.3% starting in July .This difference between the evolution of total and core inflation is caused by the
performance of energy prices, which started to grow in March and are not expected to decrease until March,
2005, so their effect on the annual rate of total inflation will continue until the first quarter of 2005 (see graph
1.1.1 on the contributions of components to European inflation). The last few energy price growth forecasts
have increased slightly; we are expecting rates of around 8% for the end of the year.

For 2004, we forecast a mean total inflation rate of 2.2%, with which the probability of the mean annual
inflation rate exceeding 2% is over 60% — as we can see from fan chart 1.1 2 of the forecasting intervals for
2004. On the other hand, the risk of deflation in the EMU disappeared several months ago.



Q The differential between total inflation in the
EMU and the US prior to 2002 was Sl a1 FORECASTS FOR THE EMU INFLATION
systematically one percentage point, in favour
of the Economic and Monetary Union. The (year-on-year rates)
annual inflation rate last year and in the first 4.0 -
months of this year in the two economies

appears to converge at values of around 2%, 5 |

but due to the rapid rise in crude oil prices, h/'\/\\f\f/V\

which influenced energy prices in both 20l AA /\M
vV ha |

economies starting in March, this situation has N ' v
changed. Since March, the two inflation rates

have again diverged because of the greater 1.0 4
sensitivity of U.S. inflation to crude oil market
fluctuations. We thus expect the differential 0.0

between the two economies for June and July 2000 2001 2002 2003 2004 2005
to be around one percentage point in favour gf Confidence intervals at: 95% 80% 60% m40% m20%
the EMU, and this situation should remain . " .
. . istorical Inflation mean
unaltered until the first quarter of 2005 (see (9952003 Source: Eurostat & IFL  Date: August 23, 2004

page 16).

Q Independently from the above, the inflation  grapn113

differential in services continues to be in
favour of the EMU, in non-energy industrial YEAR-ON-YEAR RATES OF TOTAL INFLATION

goods in favour of the U.S. Whereas IN THE EMU AND THE USA

expectations for the mean annual rates of

service prices, excluding owner’s equivalent ,,_ — 40
rents in the U.S., are 3.4% in 2004 and in 55 | 135
2005, compared to the 3.2% observed in ;| 130
2003, in the EMU they are 2.6% in 2004 and ,,| US los
2005, compared to the 2.6% also observed in | 120
2003. In non-energy industrial goods, the ;| 115
corresponding rates for the U.S. have a | EMU Lo
negative value of 1.0% in 2004 and a positive ;| L o0s
value of 0.1% in 2005, and 0.7% in 2004 and ‘ ‘ ‘ ‘ ‘ ‘ 00
2005 in the EMU (Graphs 1.1.3). 1999 2000 2001 2002 2003 2004 2005

Source: BLS, EUROSTAT, IFL & UC3M
Date: August 23 / 2004

Teple bl FORECASTS FOR THE MEAN ANNUAL RATES IN THE HICP OF THE EMU
Harmonised Indiczaslé);)Consumer Prices 2000* 2001* 2002 2003* 20::recas:05

TOTAL INFLATION (100%) 2.1 23 23 2.1 2.2 2.0
CORE INFLATION (84,17%) 1.0 1.9 25 2.0 2.0 1.9
Non energy processed goods HICP ( 42,85%) 0.6 1.5 1.9 1.5 1.5 1.3
Services HICP (41,33%) 1.5 25 3.1 2.6 2.6 2.6
'RESIDUAL INFLATION (15,82%) 75 a4 1 26 29 22
Non Processed Food HICP (7,69%) 1.7 7.0 3.1 2.2 1.1 1.7
Energy HICP (8,13%) 13.0 23 -0.6 3.0 4.4 24

* Observed Values (revised)
(1) Monthly and annual rates can be found in tables A5A and A5B in the appendix.
Source: Eurostat & UC3M/ Date: August 23, 2004
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1.2 MACROECONOMIC TABLE OF EURO-ZONE

Annual Averages Growths

Forecasts BIMA
2001 2002 2003 %)
2004 2005
GDPpm 1.6 0.9 0.5 1.7 2.0
Demand
Final Consumption 2.0 1.2 1.2 1.6 1.9
Capital Investment -0.3 -2.8 -0.8 2.2 2.1
Contribution Domestic Demand 0.9 0.4 1.1 1.7 1.8
Exports of Goods and Services 3.4 15 0.1 4.1 4.7
Imports of Goods and Services 1.7 0.3 1.9 4.2 4.6
Contribution Foreign Demand 0.7 0.5 -0.6 0.0 0.2
Supply
Gross Value Added Total (market prices) 1.6 0.9 05 1.7 20
Net Taxes 2.9 -1.0 -0.9 0.9 1.9
Gross Value Added Total (basic prices) 1.9 1.0 0.6 1.8 2.0
Gross Value Added Agriculture 1.2 0.8 34 1.1 1.2
Gross Value Added Industry 05 0.3 0.0 1.8 1.8
Gross Value Added Construction 0.6 1.0 05 0.8 0.3
Gross Value Added Services 27 1.4 1.0 1.9 2.2
Private 3.1 1.1 0.9 2.2 2.4
Public 1.7 2.1 1.1 1.3 1.6
Prices
CPI harmonized, annual average 2.3 2.3 2.1 2.2 1.4
CPI harmonized, dec./dec. 2.1 2.3 2.0 2.4 1.8
Employment
Unemployment rate 8.0 8.4 8.9 8.9 9.0
Others Economic Indicators
Production Index of Industry (excluding 0.4 05 0.4 23 21

construction)

Source: EUROSTAT & UC3M
Date: July 20, 2004

(*) Bulletin EU & US Inflation and Macroeconomic Analysis.

Section Sponsorship:
Catedra Fundacién Universidad Carlos Il de Prediccion y Analisis Macroeconémico.

Page 3



Page 4



I.3. UNITED STATES

O The general index forecast for August is an 0.21% increase, with the annual rate falling from 2.99% to
2.82%. This slight reduction in the annual rate is explained by the energy index, due to the heavy increases
registered last August. For core inflation, we forecast a 0.28% increase, with its annual rate growing from
1.76% to 1.89%.

Table 1.3.1 Q  InJuly, the U.S. CPI fell by 0.16% from
OBSERVED VALUES AND FORECAST ON CONSUMER PRICE the previous month’s figure, instead of
FIGURES IN US the forecast price stability (see Table
~July 2004- 1.3.11), with the annual rate decreasing
Monthly Growth (T';) | confidence by three tenths from 3.27% to 2.99%.

CONSUMER PRICES INDEX (CPI) observed | forecasts Intervals at 80%
(a) P O Most items performed better than
Residual Inflation -0.62 -0.42 0.43 expected, particularly  non-energy
industrial goods such as new cars,
Core Inflation 0.00 0.13 015 apparel and footwear. Likewise, petrol
] ] and diesel prices fell more than
Total inflation -0.16 0.00 012 expected. Telecommunication services

performed particularly well in the

Source: BLS & Universidad Carlos Ill Madrid service sector.

Data: August 17, 2004

O The rate of core inflation remained constant instead of increasing as forecast by 0.13%, with the annual
rate going from 1.87% to 1.76%. The fall registered in non-energy manufactured goods was 0.86%, more
than the 0.65% forecast, and the annual rate fell from a negative value of 0.99% to 1.22%. On the other
hand, service prices rose by 0.35%, less than expected (0.43%), with the annual rate remaining at 3.00%.
Core inflation, not including owner’s equivalent rent of primary residence and tobacco, and therefore
comparable with the underlying rate in Europe excluding food, decreased by 0.08%, instead of the forecast
increase of 0.06%, with the annual rate decreasing from 1.61% to 1.47%.

0 For 2004 and 2005, we forecast mean total annual inflation rates of 2.7% and 2.2%, respectively, which
means that we maintain last month’s forecasts. The higher price of crude oil on the international markets
has had a negative impact on inflation forecasts. However, these worse forecasts have been compensated
by the good performance in July of core inflation (see Table 1.3.2 and Graph 1.3.2).

O After the first few months of the year in which core inflation forecasts were constantly corrected upwards,
the May and June figures were as predicted, and July finally registered better figures than expected.
Nevertheless, we expect core inflation to accelerate to 2.3% before the end of the year (see Graph 1.3.1).

0 In 2004, when we add food and energy prices to this context of rapid core inflation growth, this generates a
general CPI annual mean growth rate of around 2.7%, with the lowest level in September (2.8%) and the
highest in December (3.3%). This is explained by the evolution of energy prices (see Graph 1.3.2).

1 The official information provided is with one decimal aggregation error
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Graph 1.3.1 Graph 1.3.2
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Table 1.3.2
AVERAGE ANNUAL RATE OF GROWTH IN US
CONSUMER PRICES INDEX (CPI) 2000 | 2001 2002 | 2003 2004 2005
(forecasts) | (forecasts)
Food (1) 2.3 3.1 1.8 21 3.6 2.9
Energy (2) 16.9 3.8 -59 122 10.6 1.4
Residual Inflation (3=2+1) 68 33 -08 53 6.0 2.4
Non-food and non-energy goods (4) 05 03 -1.1 -20 -1.0 0.1
Less tobacco -01 -02 -15 -21 -1.1 0.0
-Durable goods -05 -06 -26 -3.2 -2.3 0.0
-Nondurable goods 1.4 1.1 0.4 -0.7 0.4 0.2
Non-energy services (5) 3.3 3.7 3.8 29 29 3.0
l—Services less owner's equivalent rent of primary 35 36 36 32 3.4 34
residence (5-a)

-Owner's equivalent rent of primary residence (a) 3.0 3.8 4.1 2.4 23 2.5
Core Inflation (6=4+5) 24 27 23 15 1.8 2.2
lCore inflgtion less owner's equivalent rent of 29 23 17 1.1 16 21

primary residence (6-a)
Core inflation less owner's equivalent rent of 21 21 15 1.1 16 21

primary residence and tobacco

Total inflation (7=6+3) 34 28 16 23 2.7 2.2

All items less owner's equivalent rent of primary
residence (7-a)

Source: BLS & Universidad Carlos Il Madrid
Data: August 17, 2004
(*) Monthly and annual growth rates can be found in tables A6A and A6B in Appendix

35 26 1.0 22 2.8 2.2
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1.4. SPAIN

O The total monthly inflation rate forecast for August is 0.4%, with the annual rate expected to fall to 3.3%
from the 3.4% observed in July (graphs 1.4.2 and 1.4.3).

O The monthly rate of total inflation in July Table 1.4.1
fell by 0.76%, better than our forecast OBSERVED VALUES AND FORECASTS IN THE MONTH-ON-
negative value of 0.69%. All the MONTH RATE OF GROWTH IN THE COMPONENTS OF THE
components of core inflation (processed ObCP' ": SPAIN
food, industrial goods and services) Consumer Price th E ; Confidence
: - : Index (CPI) grow orecas interval at 80%
registered downwards innovations. July 2004
Residual inflation (non-processed food Total
and energy) increased largely due to the Inflation(100%) -0.76 S +0.15
poor performance of energy (table 1.4.1) Core inflation
(82.28%) -1.07 -0.92 +0.13
Q The annual rate of core inflation was Residual inflation 0.53 55
2.8% in July 2004, the same rate as in (17.72%) : : +0.22

June, putting a stop to the growth in the  (*) At 80% confidence level.

annual rate observed since March. In Source : INE & UC3M / Date: August 12, 2004

July, all the components of core inflation

fell, especially non-energy industrial goods (MAN) where the effect of the sales was greater than expected,
with a fall in the monthly rate of 3.7% instead of the expected negative value of 3.47%. On the other hand,
the monthly rate of inflation in processed food ahs fallen slightly, but this has not prevented its annual rate
increasing from the 4.0% observed in June to 4.2% in July, 2004. As for services, the monthly rate also fell,
0.58% observed instead of the 0.67% forecast, largely due to a better performance of tourism prices, 5.48%
compared with the expected 8.32%. Most service components, such as transport, household goods,
restaurants and housing, continue to have annual rates of over 4%, whereas university expenses have an
annual rate of over 5% (5.05).

Q In July 2004, the annual rate of inflation in non-energy industrial goods in Spain and the EMU registered
downwards innovations, at 0.8% and 0.7%, respectively. The annual rate in Spain is expected to be 0.8%,
slightly higher than the 0.7% rate forecast for the EMU. In the U.S., negative expectations are maintained for
the mean annual rate of growth, 1.0% for 2004, compared with a negative 2.0% value observed in 2003.

TabllfbligiEZCASTS FOR THE MEAN ANNUAL RATES OF GROWTH IN THE CPI IN SPAIN
Consumer Prices Index (CPI) Forecasts
2002 2003
2004 2005
TOTAL INFLATION (100%) 3.1 3.0 3.0 29
CORE INFLATION (82,28%) 3.7 2.9 2.6 2.7
TREND INFLACION (77,21%) 3.4 2.9 25 2.6
Non energy industrial goods (30,05%) 2.5 2.0 0.8 1.0
Services CPI (35,05%) 4.6 3.7 3.7 4.0
Processedfood CPI(17,17%) 43 30 36 34
'RESIDUAL INFLATION (17,72%) 26 36 49 36
Non processed food CPI (8,60%) 5.8 6.0 5.3 5.1
Energy CPI (9,12%) -0.2 1.4 4.5 21

Monthly and annual rates can be found in tables A7A and A7B in the appendix
Source: INE. IFL & .UC3M / Date: August 20 , 2004
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Q For this month, the annual rate of core

Graph 1.4.1 inflation is forecast at 2.8%, the same
ANNUAL RATES OF RESIDUAL INFLATION AND ITS value observed since June, with an
COMPONENTS IN SPAIN expected an_nual rate of4.2_/o in pr_ocessed

food, 0.8% in non-energy industrial good

&) prices, and 3.6% in services. The mean
annual rate of core inflation in 2004 will be

14 " around 2.6%, beneath the 2.9% registered
9 L9 in 2003. We should emphasise the poor

performance of inflation in processed food,
41 4 with a mean rate expected in 2004 of

3.6%, compared with 3.0% in 2003.
Processed food prices have been
-6 1 - -6 especially affected by tobacco prices, with
a forecast mean annual rate of 5.7%
compared to the 3.8% observed in 2003,
and higher prices of fats and oils, with a
forecast mean annual rate of 15.7% in
Source: INE, IFL & UC3M/ Date: August 20, 2004 2004 Compared to the 3.5% observed in
2003 (table 1.4.2).

-1

1998 1999 2000 2001 2002 2003 2004 2005

Residual ANE ——ENE

0 In the EMU, the annual rate of core inflation in July 2004 remained unaltered since March at 2.1%.
Forecasts for the mean annual rate are 2.0% in 2004 and 1.9% in 2005, compared with the 2.6% and 2.7%
forecast in Spain for the same years. Therefore, the differential between Spain and the euro zone for 2004
is expected to be more than half a percentage point.

. . . . Graph 1.4.2
a As for the evolution of residual inflation CONTRIBUTIONS TO TOTAL INFLATION IN SPAIN

components, the mean annual rate of non- (YEAR-ON-YEAR RATES)
processed food prices is expected to fall from ,,

values of around 6.0% in the first half of 2003 to  , ; pTin

values around 4.0% at the end of 2004. A mean
annual rate of 5.3% is expected for 2004, and
5.1% for 2005. Energy, however, tends to
increase more than the previous month, and the
annual rate expected for August 2004 is 6.6%.
The mean annual rate forecast for 2004 is 4.5%,

3.0 f1
25
2.0
15
1.0

. 0.5
over the 1.4% observed in 2003.
-0.5 4 : :
2003 2004 2005
Graph 1.4.3 == Contrib. of Core — Contrib. of ANE
ANNUAL FORECASTS FOR TOTAL INFLATION IN Contrib. of ENE Year-on-Year TOTAL Inflation
SPAIN Source: INE& UC3M  Date: August 20, 2004

(year-on-year rates) O Total inflation in Spain for the remaining months

of 2004 and the first few months of 2005 will
4.5 have an annual rate of over 3.0%. The
25 ] J\Jf\/\ contribution of core inflation and non-processed
' . F'A__ food is expected to remain stable until 2005.
25 - The fall in the contribution of energy for the

\/\/ second half of 2005 will make total annual
51 inflation return to levels close to those observed
: : : ‘ in 2003 (see graph 1.4.2). The mean annual
2002 2003 2004 2005 total inflation rate in Spain was 3.0% in 2003,
Confidence intervals at: 95% 80% 60% m40% m20% and W|” be 30% in 2004 and 29% in 2005
(table 1.4.2). Chart 1.4.3 confirms the high
likelihood of the total annual inflation rate in
2004 exceeding its historic mean of 2.9%.

5.5

0.5

Historical Inflation mean
(1996-2003) Source: INE&UC3M  Date: August 20, 2004
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1.5. MACROECONOMIC TABLE OF SPANISH ECONOMY

MACROECONOMIC TABLE AND INDICATORS (*)

Annual Rates

Forecasts BIMA(*) Budget
2002 2003 2004 2005 2004
Private Final Consumption Expenditure 26 3.0 3.3 3.4 3.1
1. Public Final
Consumption 4.4 4.6 4.1 3.4 2.9
Expenditure
Gross Fixed Capital Formation 1.0 3.0 3.4 3.8 3.8
Equipment -5.4 1.9 4.0 5.8 (3)
Building 42 3.7 3.0 2.2 3.0
Other products 26 2.8 3.5 5.8 (3)
2. Inventa
change ?1’) 0.0 0.1 0.0 0.0 0.0
Domestic Demand 26 3.3 3.4 3.5 3.3
Exports of Goods and Services 0.0 4.0 5.5 71 6.3
Imports of Goods and Services 1.8 6.7 6.8 7.4 7.0
Net Exports (1) -0.6 -1.0 -0.6 -0.4 -0.4
GDP 2.0 24 29 3.2 3.0
GDP, current prices 6.6 6.7 6.4 6.5 59
Prices and Costs
CPI, annual average 3.1 3.0 3.0 29
CPI, dec./dec. 4.0 26 3.4 2.6
Average earning per worker 3.8 3.9 3.5 3.4
Unit labour cost 3.1 2.9 2.6 2.6
Labour Market (Data poll labour force)
Labour Force (% variation) 3.0 26 2.0 1.7
Employment (EPA)
Annual average variation in % 2.0 2.7 2.2 2.3
Annual average variation in thousands 312.5 437.0 367.0 392.5
Unemployment rate 11.4 11.3 11.1 10.8 11.0
Basic balances
Foreign sector
Current Account (m. €.) -18.691 -23.660 -20.247 -19.023
Net lending or borrowing (% GDP) (2) -1.6 2.0 -2.6 2.3 -2.6
AA.PP. (Total) / Public Administration
Net lending or borrowing (% GDP) (2) -0.1 0.0 -0.1 -0.1
Other Economic Indicators
Industrial Production Index 0.1 1.6 23 2.6

(1) Contributions to GDP growth
(2) Interm of national accounts

(3) Equipment goods and other goods: Forecast PGE, 5.0; Forecast BIAM, 5.2.

Source: INE & UC3M
Date: July 27, 2004.

(*) Bulletin EU & US Inflation and Macroeconomic Analysis.

Section Sponsorship:

Céatedra Fundacién Universidad Carlos Ill de Prediccién y Analisis Macroeconémico.
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1.6 FORECAST SUMMARY

INFLATION FORECASTS AND EVOLUTION IN THE EMU AND USA (1998-2005)

Forecasts
2004 | 2005

1998 | 1999 | 2000 | 2001 | 2002 | 2003

TOTAL INFLATION

Euro-zone (100%).
USA (81.5%). "

2.1 23 23 2.1 2.2 2.0
3.5 2.6 1.0 2.2 2.8 2.2

_
_

A HOMOGENEOUS MEASURE OF
CORE INFLATION @

Services and Non-energy industrial

goods excluding food and tobacco.

Euro-zone (72.34%). 1.4 1.1 1.0 1.8 2.4 1.8 1.8 1.8
USA (55.6%)." 18 14 21 2.1 15 1.1 16 2.1

DIFFERENT COMPONENTS OF THE
HOMOGENEOUS MEASURE OF
CORE INFLATION

(1) Services.

Euro-zone (41.33%). 19 15 15 25 31 26 26 26
USA (27.4%)." 29 27 35 36 36 32 34 34

(2) Non-energy industrial goods
excluding food and tobacco.

Euro-zone (31.01%). 0.9 0.7 0.4 0.9 1.5 0.8 0.7 0.7
USA (29.0%). -0.1 -0.5  -01 02 15 -21 -1.1 0.0
INFLATION IN EXCLUDED

COMPONENTS FROM THE

HOMOGENEOUS MEASURE OF

CORE INFLATION

(1) Food.

Euro-zone (19.53%). 1.6 0.6 1.4 4.5 3.1 2.8 2.7 24
USA (14.9%). 22 21 23 3.1 1.8 21 3.6 2.9

(2) Energy.

Euro-zone (8.13%). -2.6 2.4 13.0 2.3 -0.6 3.0 4.4 24

USA (9.90%). -1.7 3.6 16.9 3.8 -5.9 12.2 10.6 1.4
Yiess owner’s equivalent rent of primary residence.

? This homogeneous measure of underlying inflation does not coincide with the usual measure of core inflation for the EMU nor
for the USA. It has been constructed in order to compare the data in the EMU and in the USA.

Source: EUROSTAT, BLS, IFL & UC3M.
Date: August 23 / 2004
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YEAR-ON-YEAR RATES OF INFLATION IN THE EMU AND USA

YEAR-ON-YEAR RATES OF TOTAL INFLATION IN THE
EMU AND TOTAL INFATION LESS OWNER'S
EQUIVALENT RENT OF PRIMARY RESIDENCE IN USA

N W s
N W b

-
-

o0
1999 2000 2001 2002 2003 2004 2005

= EMU —— USA

YEAR-ON-YEAR RATES OF SERVICES INFLATION IN
THE EMU AND THE USA

4 -4
A
3W 13
A ~—
2 12
1 1
0 —_— " ——— 0

1999 2000 2001 2002 2003 2004 2005

—EMU —— USA

YEAR-ON-YEAR RATES OF FOOD INFLATION IN THE
EMU AND THE USA

6- -6
5. .5
4. L4
3. N 13
2 - N1 2
1 1
0 Lo

1999 2000 2001 2002 2003 2004 2005
—EMU —— USA

YEAR-ON-YEAR RATES OF HOMOGENEOUS CORE
INFLATION IN THE EMU AND THE USA

21 ,:C\J\,J._\”z

0 — T 0
1999 2000 2001 2002 2003 2004 2005

= EMU —— USA

YEAR-ON-YEAR RATES OF NON-ENERGY
INDUSTRIAL GOODS INFLATION IN THE EMU AND
THE USA (EXCLUDING TOBACCO)

3 +3
24 +2
14 +1
R A ™
0 - /\Jx——o
-1 4 + -1
-2 4 + -2
-3 — T T T T T T T T -3

1999 2000 2001 2002 2003 2004 2005

— EMU —— USA

YEAR-ON-YEAR RATES OF ENERGY INFLATION IN
THE EMU AND THE USA

24 - T 24
18 + 18
12 + 12
6 + 6
0 - 0
-6 T+ -6
-12 4 T+ -12
-18 —— T -18

1999 2000 2001 2002 2003 2004 2005

—EMU —— USA

Source: EUROSTAT, BEA, IFL & UC3M
Date: August 23, 2004
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INFLATION FORECASTS AND EVOLUTION IN THE EMU AND SPAIN (1998-2005)

1998 | 1999 | 2000 | 2001 | 2002 | 2003 |_Forecasts
2004 | 2005
TOTAL INFLATION
Spain (100%). 1.8 2.3 3.4 3.6 3.1 3.0 3.0 29
Euro-zone (100%). 1.1 1.1 2.1 2.3 2.3 2.1 2.2 2.0
CORE INFLATION
Services and Non-energy processed
goods.
Spain (81.40%). 2.2 2.2 2.5 3.4 3.7 2.9 2.6 2.7
_Euro-zone (84.18%). 14 1 10 19 . 25 . 20 20 19

DIFFERENT COMPONENTS OF CORE
INFLATION
(1) Services.
Spain (34.87%). 3.6 3.4 3.7 4.2 4.6 3.7 3.7 4.0
Euro-zone (41.33%) 1.9 1.5 15 25 3.1 2.6 2.6 2.6
(2) Non-energy processed goods.
Spain (46.53%). 1.4 1.7 1.7 29 3.1 2.4 2.2 1.9
Euro-zone (43.26%). 1.1 0.7 0.6 15 1.9 15 1.5 1.3
INFLATION IN EXCLUDED COMPONENTS
FROM CORE INFLATION
1) Non-processed food.
Spain (9.40%). 2.1 1.2 4.2 8.7 5.6 5.6 5.2 5.0
Euro-zone (7.69%). 2.0 0.0 1.7 7.0 3.1 2.2 1.1 1.7
(2) Energy.
Spain (9.14%). -3.8 3.2 13.3 -1.0 -0.2 1.4 4.5 21
Euro-zone (8.13%). -2.6 2.4 13.0 2.3 -0.6 3.0 4.4 2.4

Source: EUROSTAT, BLS, IFL & UC3M.
Date August 23 / 2004.
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YEAR-ON-YEAR RATES OF INFLATION IN THE EMU AND SPAIN

YEAR-ON-YEAR RATES OF SERVICES AND NON-
ENERGY PROCESSED GOOS IN THE EMU AND SPAIN

YEAR-ON-YEAR RATES OF TOTAL INFLATION IN THE
EMU AND SPAIN

5 4

i 5 - -5
41 T4 4 L4
31 /\{’3 3 13
2 VA‘\/K—Z ZWV\FZ
1 T 1 11 71
0 I ———————— 0 0 —— 0

1999 2000 2001 2002 2003 2004 2005

1999 2000 2001 2002 2003 2004 2005

= EMU —— Spain = EMU —— Spain
YEAR-ON-YEAR RATES OF NON-ENERGY
PROCESSED GOODS INFLATION IN THE EMU AND
SPAIN

YEAR-ON-YEAR RATES OF SERVICES INFLATION IN
THE EMU AND SPAIN

4, L4
4 L4
3Mf/“v¢—3 . s
PN ~—
21 12 21 T2
1 +1 1 \,\"’_771
0 T T T T T T T T T T T T T 0 0 . . . . . . . . . . . . . 0

1999 2000 2001 2002 2003 2004 2005

1999 2000 2001 2002 2003 2004 2005

= EMU —— Spain = EMU —— Spain

YEAR-ON-YEAR RATES OF NON-PROCESSED FOOD
IN THE EMU AND SPAIN

YEAR-ON-YEAR RATES OF ENERGY INFLATION IN
THE EMU AND SPAIN

12 - 112 18 - T18
9 T9 12 1 T12
N 1. ﬂ\k6
3 43 0 40
0 Vol RN |
'3 T T T T T T T T T T T T T '3 '12 T T T T T T T T T T T T T '12

1999 2000 2001

2002 2003 2004 2005

1999 2000 2001 2002 2003 2004 2005

— EMU —— Spain = EMU —— Spain

Source: EUROSTAT, BEA, IFL & UC3M
Date: August 23, 2004
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1.7 INFLATION FORECASTS OF DIFFERENT INSTITUTIONS

INFLATION FORECASTS OF DIFFERENT INSTITUTIONS'

BIAM? googESgESS.:.JSS;a IMF* ECB® OCDE®
2004 | 2005 2004 | 2005 2004 | 2005 2004 | 2005 | 2004 | 2005
UME 2.2 2.0 2.1 1.8 1.7 1.6 2.1 1.9 1.7 1.4
EE.UU. 27 22 27 24 2.3 2.2 - - 2.3 2.0
ESPANA 3.0 2.9 2.9 2.7 27 2.7 - - 2.3 26

The forecasts are based on CPIl in USA and Spain and on HICP in the EMU.

Bulletin EU & US Inflation and Macroeconomic Analysis , August 2004

August 9, 2004.

IMF. World Economic Outlook. April 2004.

ECB. Monthly Bulletin. Survey of Professional Forecasters. August 2004

OECD Economic Outlook 75. June 2004. For Spain, the forecasts are based on HICP.

O WN -~

Our forecasts for total inflation in the EMU and Spain are slightly greater than the
previsions derived from other institutions because with the methodology applied in our
Bulletin, total inflation is breaking down in core and residual inflation. Last one is
composed by inflation in non-processed food and energy prices.

The innovations come in different components are transferred in future thorough
different multipliers. The innovations derived from residual inflation are less persistent.

Our expectations about total inflation in the EMU and Spain are slightly higher than the
previous bulletin: 2.2% in 2004 and 2.0% in 2005 in the EMU and 3.0% for 2004 and
2.9% in 2005, in the case of Spain. Non-processed foods inflation expectations for
EMU and Spain in 2004 are 1.1% and 5.3% respectively. Total inflation in 2004 and
2005 will be benefit from an expected lower inflation rate in non-energy industrial
goods but energy prices are expected to increase due to the evolution of crude prices.
The expected average inflation rate for 2004 in energy prices is 4.5% in Spain and
4.4% in the EMU.
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TABLES & PLOTS

TABLES:

A1A: Spanish CPI desaggregation.

A1B: EMU HICP desaggregation.

A1C: USA HICP desaggregation

A2: Europe forecast errors for euro-zone and Monetary Union countries.

A3: HICP Europe forecast errors by sectors in Monetary Union.

A4A: Harmonized Consumer Price Index (HICP) Annual Growth Rates for 2003,2004, and 2005 for EMU.
countries.

A4B: Harmonized Consumer Price Index (HICP) Annual Growth Rates for 2003,2004, and 2005 for EMU
countries.

A4C: Harmonized Consumer Price Index (HICP) Monthly Growth Rates for 2003,2004, and 2005 for EMU
countries.

A4D: Harmonized Consumer Price Index (HICP) Monthly Growth Rates for 2003,2004, and 2005 for EMU
countries.

A5A: Harmonized Consumer Price Index (HICP) Annual Growth Rates by sectors for 2003,2004, and
2005 for EMU.

A5B: Harmonized Consumer Price Index (HICP) Monthly Growth Rates for 2003,2004, and 2005 for EMU.
ABA: US CPI Annual Growth Rates for 2003,2004, and 2005.

A6B: US CPI Monthly Growth Rates for 2003,2004, and 2005.

AT7A: Spanish CPI Annual Growth rates for 2003,2004, and 2005.

A7B: Spanish CPI Monthly Growth rates for 2003,2004, and 2005.

PLOTS:

A1A: HICP monthly growth rates in EMU.

A1B: CPI monthly growth rates in US.

A1C: CPI monthly growth rates in Spain

A2A: Annual Forecast For The EMU Inflation
A2B: Annual Forecast For The USA Inflation
A2C: Annual Forecast For The Spanish Inflation

A3A: Year-on-year rate of EMU inflation and contributions of main components






METHODOLOGY: ANALYSIS OF SPANISH INFLATION BY SECTORS

TABLEATA

BASIC COMPONENTS AGGREGATES

BASIC
COMPONENTES

BASIC COMPONENTS AGGREGATES

BENE AE
46.527% 16.376%
1+2+4 1+4

N

IPSEBENE

81.401%
1+2+3+4+5

CORE IN!LATION
IT IS CALCULATED
ON THE IPSEBENE
INDEX

(1) AE-X
13.331%

processed food excluding fats and
tobacco CPI.

(2) MAN
30.150%
non-energy industrial goods CPI

(3) SERV-T
33.725%

services excluding packages
tourist CPI

DX
3.046%
fats and tobacco CPI

T
1.149%
tourist packages CPI

(6) ANE
9.398%
non-processed food CPI

(7) ENE
9.142%
energy CPI

BENE-X
44.481%
1+2

R

22.735%
4+5+6+7

RESIDUAL INFLATION
IT IS CALCULATED ON
THE R INDEX

IPSEBENE-X-T
77.206%
1+2+3

TREND INFLATION

IT IS CALCULATED
ON THE IPSEBENE-X-T
INDEX

IPC

1+2+3+4+5+
6+7

v
GLOBAL
INFLATION
IT IS CALCULATED
ON THE IPC INDEX

IPC =0.13331 AE-X+0.3150 MAN + 0.3715 SERV- T + 0.03046 X + 0.01149 T + 0.09398 ANE + 0.09142 ENE

(weights 03)

Source:INE & Instituto Flores de Lemus, Universidad Carlos III




Methodology: Analysis of EMU inflation by SECTORS

TABLEA1B

BASIC COMPONENTS AGGREGATES

BASIC COMPONENTS

e

BENE
42.845%
1+2+3

IPSEBENE

84.178%
1+2+3+4

RESIDUAL
INFLATION |
15.822%

5+6

CORE INFLATION (IT IS CALCULATED ON THE IPSEBENE INDEX)

(1) AE®

9.463%

HICP Processed Food

(2) TOBACCO

2.373%

HICP Tobacco

(3) MAN

31.009%

HICP Non Energy Industrial Goods

(4) SERV
41.334%
HICP Services

(5) ANE
7.689%
HICP Non processed Food

(6) ENE
8.133%
HICP Energy

IPCA =0.09463 AE+0.02373 TOBACCO + 0.31009 MAN + 0.41334 SERV + 0.07689 ANE + 0.08133 ENE

(a) To date the aggregate AE, following Eurostat methodology, included tobacco prices. From now on, our definition of AE, processed food, is more accurate and does therefore not include tobacco prices.

Source: EUROSTAT & Instituto Flores de Lemus, Universidad Carlos 111



TABLEATC

Methodology: Analysis of USA inflation by SECTORS

BASIC COMPONENTS AGGREGATES

BASICS COMPONENTS

SERVICES

LESS ENERGY
()
CORE CPI1 f+62,284
78.54%
1+2+3+4+5
COMMODITIES
LESS FOOD AND
ENERGY
22.25%
3+4+5
’
.
ENERGY
RESIDUAL < 7 08%
CP1 7+ 8+9 )
21.46%
6+7+8+9
\ \

(1) OWNERS' EQUIVALENT RENT OF PRIMARY
RESIDENCE

23.38%

(2) SERVICES LESS OWNER' EQUIVALENT RENT OF
PRIMARY RESIDENCE

32.90%

(3) TOBACCO

0.81%

(4)NON DURABLES LESS TOBACCO

10.17%

(5) DURABLES
11.28%

(6) FOOD
14.38%

(7) GAS
1.17%

(8) ELECTRICITY
2.43%

(9) MOTOR FUEL AND FUEL OIL
3.48%

HIPC =0.5628(SERV. — ENERGY) + 0.2225(COMM. - FOOD AND ENERGY) + 0.1438FOOD + 0.0708 ENERGY

Source: EUROSTAT & Instituto Flores de Lemus, Universidad Carlos 111



Table A2

FORECAST ERRORS IN THE MONTHLY INFLATION RATE FOR JULY IN THE
EUROPEAN UNION

Weights 2004 Weights 2004 Observed Forecast Observed Annuall Confidence
MU EU Monthly Rate Rate Intervals at 80%

Spain 111.07 -0.72 -0.62 3.34 =+ 0.15
Germany 292.58 0.36 0.45 2.02 =+ 0.29
Austria 31.43 -0.27 -0.12 2.09 =+ 0.37
Belgium 33.18 -1.05 -1.18 2.07 =+ 0.32
Finland 15.65 -0.26 -0.26 0.18 -+ 0.37
France 206.97 -0.18 -0.05 2.63 —+ 0.20
Greece 26.55 -1.94 -1.89 3.14 —+= 0.78
Netherlands 52.90 -0.33 -0.13 1.24 -+ 0.33
Ireland 12.86 -0.39 -0.32 2.54 =+ 0.30
Italy 192.65 -0.25 -0.16 2.22 —+ (0.23
Luxembourg 2.73 -0.84 -0.15 3.78 =+ 0.32
Portugal 21.43 -0.86 0.39 2.94 —+ 0.66
Denmark 11.78 -0.34 -0.43 1.13 —+0.27
United 181.92 -0.27 -0.36 137 + 033
Kingdom

Sweden 18.65 -0.18 -0.20 1.16 —+ 0.50

(1) aggregation error -0.03%
(2)aggregation error -0.08%

Source: EUROSTAT, IFL & UC3M
Date: August 18, 2004




Table A3

FORECAST ERRORS IN THE MONTHLY INFLATION RATE FOR JULY 2004 BY SECTORS IN THE EMU

Weights Observed Annual (?onfidence
2004 Monthly Forecast Growth interval at
Growth Observed 80%

HICP Processed Food 118.36 0.08 0.15 3.83 + 0.14
HICP Processed Food excluding tobacco 94.63 0.11 0.16 1.41 + 0.09
HICP Tobacco 23.73 0.00 0.11 13.67 + 0.13
HICP Non Energy Industrial Goods 310.09 -1.58 -1.38 0.67 + 0.10
HICP Non Energy Processed Goods 428.45 -1.12 -0.95 1.54 + 0.09
HICP Services 413.34 0.75 0.69 2.73 + 0.14
CORE INFLATION (1) 841.78 -0.26 -0.14 2.06 + 0.08
HICP Unprocessed Food 76.89 -1.08 -0.55 0.76 + 0.46
HICP Energy (2) 81.33 0.63 1.23 6.01 + 0.60
RESIDUAL INFLATION (3) 158.22 0.00 0.38 3.60 + 0.39
GLOBAL INFLATION (4) 1000.00 -0.17 -0.06 2.30 + 0.09

(1) aggregation error 0.02%
(2) aggregation error -0.03%
(3) aggregation error 0.04%
(4) aggregation error -0.09%

Source: EUROSTAT , IFL & UC3M
Date: August18, 2004




Table A4A

HARMONIZED CPI (HICP) ANNUAL GROWTH FOR EMU COUNTRIES (1)

EMU12 I II IIT Iv v VI VII VIII IX X XTI XIT Avr Avr Avr
03/02(b) | 04/03(b) | 05/04(b)
2003 3.8 4.2 4.1 3.1 2.8 2.6 2.5 2.5 2.4 2.6 2.8 2.7 3.1
Spain HICP 11.11% 2004 2.3 2.2 2.2 2.7 34 35 3.3 1.9 3.4 35 35 3.6 3.1
2005 3.7 3.7 3.6 3.2 2.9 2.9 2.9 2.7 2.7 2.7 2.7 2.7 3.0
2003 0.9 12 12 1.0 06 0.9 0.8 16 11 11 13 11 1.0
Germany HICP | 29.26% 2004 1.2 0.8 1.1 17 2.1 1.9 2.0 13 2.0 2.1 2.2 2.2 1.8
2005 1.7 1.8 1.6 1.4 1.2 1.4 1.3 1.3 1.1 1.0 1.0 1.0 1.3
2003 17 18 18 13 0.9 1.0 1.0 17 14 11 13 13 1.3
Austria HICP | 3.14% 2004 12 15 15 15 2.1 2.3 2.1 1.4 1.9 2.0 2.0 2.0 1.8
2005 2.0 1.9 1.9 1.9 1.8 1.8 1.8 1.8 1.8 1.8 1.8 1.8 1.8
2003 12 16 17 14 0.9 15 14 16 17 14 18 17 1.5
Belgium HICP | 3.323% 2004 1.4 1.2 1.0 17 24 2.0 2.1 1.9 2.0 2.0 1.9 1.9 1.8
2005 2.3 2.2 2.2 2.0 1.8 2.0 2.0 1.9 1.9 2.0 1.9 1.9 2.0
2003 14 2.1 19 13 11 12 1.0 16 12 0.9 12 12 1.3
Finland HICP | 1.57% 2004 0.8 0.4 0.4 0.4 -0.1 -0.1 0.2 -0.3 0.0 0.0 0.1 0.1 0.1
2005 0.3 0.1 0.4 0.4 0.4 0.5 0.6 0.6 0.5 0.6 0.6 0.6 0.5
2003 19 25 26 19 18 19 19 2.9 2.3 23 25 2.4 2.2
France HICP | 20.70% 2004 2.2 1.9 1.9 24 2.8 2.7 26 16 25 25 24 25 2.4
2005 2.2 2.1 2.0 2.0 1.8 1.8 1.8 1.8 1.6 1.6 1.5 1.5 1.8
2003 2.7 2.9 2.8 2.2 2.3 2.1 2.1 19 2.0 19 2.0 16 2.2
letherlands HIC| 5.29% 2004 15 13 1.2 15 17 15 1.2 1.6 1.3 1.5 1.6 1.8 1.5
2005 1.8 1.9 2.0 2.0 1.9 2.1 2.2 2.2 2.2 2.2 2.2 2.2 2.1
2003 47 5.1 4.9 46 3.9 3.8 3.9 45 3.8 33 33 2.9 4.0
Ireland HICP | 1.29% 2004 2.3 2.2 1.8 1.7 2.1 2.5 2.5 1.9 25 2.7 2.7 2.8 2.4
2005 3.0 3.0 3.2 3.3 3.2 3.1 3.1 3.1 3.1 3.1 3.1 3.1 3.1
2003 2.9 26 2.9 3.0 2.9 2.9 2.9 4.1 3.0 2.8 2.8 25 2.8
Italy HICP 19.26% 2004 2.2 24 2.3 2.3 2.3 24 2.2 0.9 1.9 2.0 2.1 2.2 2.2
2005 2.6 2.3 2.2 2.1 2.3 2.3 24 24 25 25 25 2.6 2.4
2003 33 3.2 3.7 3.0 23 2.0 19 3.2 2.7 18 2.0 24 2.5
Luxembourg HICH 0.27% 2004 2.3 24 2.0 2.7 3.4 3.8 3.8 2.2 2.8 3.1 2.9 3.0 2.9
2005 34 24 2.6 2.5 24 2.3 34 3.0 2.8 3.2 3.1 3.0 2.8
2003 4.0 4.1 3.8 3.7 3.7 3.4 2.9 35 3.2 2.8 2.3 2.3 3.3
Portugal HIcp | 2.143 2004 2.2 2.1 2.2 24 24 3.7 2.9 1.9 2.5 2.4 2.8 2.8 2.6
2005 2.9 3.0 3.0 2.9 2.8 2.2 2.8 3.0 2.9 3.0 3.0 3.0 2.9
2003 33 4.2 3.9 33 35 36 35 6.7 33 3.2 35 3.1 3.5
Greece HICP 2.65% 2004 3.1 2.6 2.9 3.1 3.1 3.0 3.1 -0.1 2.9 2.9 2.8 2.8 3.0
2005 2.9 3.0 2.7 2.6 2.6 2.6 2.8 2.8 2.6 2.6 2.5 2.5 2.7

* The annual rate of growth reflects fundamental changes in prices with respect to monthly growth rates
(1) Figures in bold type are forecasted values.
(2) Annual average rate of growth.

Source: EUROSTAT, IFL & UC3M
Date: August 23, 2004



Table A4B

HARMONIZED CPI (HICP) ANNUAL GROWTH FOR EU COUNTRIES (1)

Avr Avr Avr
EU15 | ] mn v Vv \'l Vi Vil IX X Xl X 03/02(b) 04/03(b) 05/04(b)
2003 2.6 2.9 2.8 2.5 2.1 2.0 1.8 2.0 1.7 1.1 1.4 1.2 2.0
Denmark HICP 1.18% 2004 1.0 0.7 0.0 0.5 1.1 0.9 1.1 0.8 1.0 1.4 1.3 1.4 1.0
2005 1.5 1.6 2.0 1.8 1.7 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.8
2003 1.4 1.6 1.6 1.5 1.2 1.1 1.3 2.1 1.4 14 1.3 1.3 1.4
UK HICP 18.19% 2004 14 1.3 0.9 1.2 1.5 1.6 14 0.6 14 1.3 1.4 1.3 1.3
2005 1.3 1.3 1.5 1.4 1.3 1.4 1.4 1.4 1.4 1.4 1.3 1.3 1.4
2003 2.6 3.3 2.9 2.3 2.0 2.0 2.4 3.0 2.3 2.0 2.0 1.8 2.3
Sweden HICP 1.87% 2004 1.3 0.2 0.4 1.1 1.5 1.2 1.2 0.5 1.1 1.1 1.3 1.3 1.1
2005 1.5 1.8 1.5 1.4 1.2 1.5 1.6 1.6 1.5 1.5 1.5 1.5 1.5

* The annual rate of growth reflects fundamental changes in prices with 6 months lags with respect to monthly growth rates.
(1) Figures in bold type are forecasted values.
(2) Annual average rate of growth.

Source: EUROSTAT, IFL & UC3M
Date: August 23, 2004



Table A4C

HARMONIZED CPI (HICP) MONTHLY GROWTH FOR EMU COUNTRIES (1)

EMU12 | I mn v Vv Vi vil viil IX X Xi X D03 /D02 | D04/D03 | D05/D04
2003 -0.4 0.2 0.8 0.8 -0.1 0.1 -0.6 1.9 -1.1 0.7 0.3 0.2 2.7
Spain HICP 11,11% 2004 -0.8 0.1 0.7 1.4 0.6 0.2 -0.7 0.5 0.3 0.8 0.4 0.2 3.6
2005 -0.7 0.1 0.6 1.0 0.2 0.1 -0.7 0.3 0.3 0.8 0.4 0.3 2.7
2003 -0.1 0.6 0.2 -0.3 -0.3 0.2 0.3 0.6 -0.6 -0.1 -0.2 0.9 1.1
Germany HICP 29.26% 2004 0.0 0.2 0.5 0.3 0.2 0.0 0.4 -0.2 0.1 0.0 -0.1 1.0 2.2
2005 -0.4 0.2 0.2 0.1 0.0 0.2 0.3 0.1 0.1 0.1 -0.1 1.0 1.0
2003 0.2 0.2 0.3 -0.1 -0.2 0.0 -0.1 1.0 -0.5 0.0 0.2 0.3 1.3
Austria HICP 3.14% 2004 0.1 0.5 0.4 -0.1 0.4 0.2 -0.3 0.3 0.1 0.0 0.2 0.3 2.0
2005 0.1 0.4 0.3 -0.1 0.2 0.1 -0.2 0.3 0.2 0.0 0.2 0.3 1.8
2003 -1.0 21 0.3 -0.2 -0.4 0.4 -1.2 1.7 0.2 -0.4 0.2 0.0 1.7
Belgium HICP 3.32% 2004 -1.3 1.9 0.1 0.5 0.3 -0.1 -1.0 15 0.3 -0.4 0.2 0.0 1.9
2005 -1.0 1.8 0.1 0.3 0.2 0.1 -1.0 1.4 0.2 -0.3 0.1 0.0 1.9
2003 0.2 0.9 0.4 -0.1 -0.1 -0.1 -0.5 0.6 0.1 -0.1 -0.1 0.1 1.2
Finland HICP 1.57% 2004 -0.3 0.4 -0.4 0.0 0.2 -0.1 -0.3 0.1 0.3 0.0 0.0 0.1 0.1
2005 -0.1 0.3 -0.2 0.0 0.1 0.0 -0.1 0.1 0.2 0.0 0.0 0.1 0.6
2003 0.3 0.7 0.5 -0.2 -0.1 0.2 -0.1 1.1 -0.4 0.2 0.1 0.1 24
France HICP 20.70% 2004 0.1 0.4 0.4 0.3 0.4 0.1 -0.2 0.1 0.5 0.2 0.1 0.2 2.5
2005 -0.2 0.4 0.3 0.2 0.1 0.1 -0.2 0.2 0.2 0.2 0.0 0.2 1.5
2003 0.6 0.8 0.9 0.1 -0.1 -0.5 -0.1 -0.1 1.2 -0.2 -0.4 -0.6 1.6
Netherlands HICP 5.29% 2004 0.5 0.6 0.8 0.3 0.2 -0.7 -0.3 0.3 0.9 0.0 -0.3 -0.4 1.8
2005 0.5 0.6 0.9 0.4 0.1 -0.5 -0.2 0.3 0.9 0.0 -0.3 -0.4 2.2
2003 0.0 1.0 0.7 0.5 -0.2 0.1 -0.4 1.2 -0.4 0.0 0.0 0.4 2.9
Ireland HICP 1.29% 2004 -0.6 0.9 0.4 0.3 0.2 0.5 -0.4 0.6 0.2 0.2 0.0 0.5 2.8
2005 -0.4 0.9 0.5 0.4 0.2 0.4 -0.4 0.6 0.2 0.2 0.0 0.5 3.1
2003 -0.3 -0.4 1.2 0.8 0.2 0.1 -0.1 1.0 -0.6 0.3 0.3 0.0 25
Italy HICP 19.27% 2004 -0.6 -0.2 1.1 0.8 0.2 0.2 -0.2 -0.3 0.5 0.4 0.3 0.0 2.2
2005 -0.1 -0.5 0.9 0.7 0.3 0.1 -0.2 -0.2 0.5 0.5 0.3 0.1 2.6
2003 -0.3 1.1 0.5 -0.2 -0.2 0.0 -0.8 21 -0.2 -0.4 0.4 0.2 24
Luxembourg HICP]  0.27% 2004 -0.3 1.3 0.1 0.5 0.5 0.4 -0.8 0.6 0.4 -0.1 0.3 0.2 3.0
2005 0.0 0.3 0.3 0.4 0.4 0.3 0.2 0.2 0.2 0.2 0.2 0.2 3.0
2003 0.1 0.0 0.1 0.8 0.7 0.0 -0.2 0.7 -0.4 0.2 0.1 0.1 2.3
Portugal HICP 2.14% 2004 0.0 -0.2 0.2 1.0 0.8 1.2 -0.9 -0.3 0.1 0.2 0.4 0.1 2.8
2005 0.1 -0.1 0.3 0.9 0.7 0.6 -0.3 -0.1 0.1 0.3 0.4 0.1 3.0
2003 -0.8 -0.2 25 0.2 0.5 -0.2 -2.1 3.2 -1.1 0.4 0.4 0.4 3.1
Greece HICP 2.67% 2004 -0.8 -0.7 2.9 0.4 0.4 -0.2 -1.9 0.0 1.8 0.3 0.3 0.3 2.8
2005 -0.8 -0.6 2.6 0.3 0.4 -0.2 -1.7 0.0 1.6 0.3 0.3 0.3 2.5

(1) Figures in bold type are forecasted values.
(2) Annual average rate of growth.

Source: EUROSTAT, IFL & UC3M
Date: August 23, 2004




Table A4D

HARMONIZED CPI (HICP) MONTHLY GROWTH FOR EU COUNTRIES (1)

EU15

v \ vi Vil Vi IX X Xl X D03 /D02 | D04/D03 | D05/D04
2003 0.2 0.7 0.8 0.0 -0.3 0.0 -0.6 0.4 0.3 -0.3 0.2 -0.2 1.2
Denmark HICP 1.18% 2004 -0.1 0.4 0.1 0.5 0.3 -0.3 -0.3 0.1 0.5 0.1 0.1 -0.1 1.4
2005 0.0 0.5 0.5 0.3 0.3 0.0 -0.4 0.0 0.6 0.1 0.1 -0.1 1.9
2003 -0.6 0.4 0.4 0.3 0.0 -0.1 -0.1 1.1 -0.5 0.2 -0.1 0.4 1.3
UK HICP 18.19% 2004 -0.5 0.3 0.0 0.5 0.4 -0.1 -0.3 0.3 0.4 0.1 0.0 0.3 13
2005 -0.6 0.3 0.2 0.4 0.3 0.0 -0.3 0.3 0.3 0.1 0.0 0.3 1.3
2003 0.3 1.0 0.6 -0.4 -0.1 -0.2 -0.2 0.7 0.0 0.1 -0.3 0.2 1.8
Sweden HICP 1.87% 2004 -0.3 -0.1 0.9 0.3 0.4 -0.5 -0.2 0.0 0.6 0.1 -0.1 0.2 1.3
2005 -0.1 0.2 0.6 0.1 0.2 -0.3 -0.1 0.0 0.5 0.1 -0.1 0.2 1.5

(1) Figures in bold type are forecasted values.
(2) Annual average rate of growth.

Source: EUROSTAT, IFL & UC3M

Date: August 23, 2004




Table ASA

HARMONIZED CPI (HICP) ANNUAL GROWTH BY SECTORS IN THE EMU 2003-2004-2005 (a)

Avr Avr Avr
| L} n v \' \Y] Vil Vi IX X Xl Xl 03/02(b) 04/03(b) 05/04(b)
2003 1.9 21 2.2 21 21 2.2 2.0 2.0 2.0 2.2 21 1.9 21
AE 9.46% 2004 1.9 1.9 1.7 1.7 1.5 1.4 1.4 1.4 1.4 1.4 15 1.6 1.6
2005 1.5 1.5 1.7 1.8 1.9 2.0 2.1 2.1 2.1 2.1 2.1 2.1 1.9
2003 6.7 7.7 7.5 7.9 7.9 7.6 7.7 7.5 7.8 9.3 11.7 11.7 8.4
TOBACCO 2.37% 2004 9.0 8.3 13.9 13.1 13.8 13.8 13.7 13.6 13.4 12.0 9.6 9.3 12.0
2005 12.0 11.7 6.2 5.8 5.3 5.3 5.4 5.4 5.4 5.4 5.4 5.4 6.5
2003 0.7 0.8 0.8 0.8 0.9 0.9 0.8 0.7 0.8 0.8 0.8 0.8 0.8
MAN 31.01% 2004 0.6 0.9 0.8 1.0 0.8 0.8 0.7 0.7 0.6 0.6 0.6 0.6 0.7
2005 0.7 0.6 0.6 0.6 0.6 0.6 0.7 0.7 0.7 0.7 0.7 0.7 0.7
2003 1.3 1.4 1.4 1.4 1.6 1.5 1.4 1.3 1.4 1.5 1.6 1.6 1.5
BENE 42.85% 2004 1.3 1.5 1.7 1.8 1.7 1.7 1.5 1.6 1.5 14 1.3 1.3 15
2005 1.5 1.4 1.2 11 11 1.2 1.2 1.3 1.3 1.3 1.3 1.3 1.3
2003 29 2.7 2.7 2.9 2.5 2.6 23 2.5 2.5 2.5 2.4 23 2.6
SER 41.33% 2004 2.5 2.7 2.5 2.5 2.6 2.6 2.7 2.6 2.6 2.7 2.7 2.7 2.6
2005 2.6 2.6 2.8 2.5 2.6 2.6 2.6 2.6 2.6 2.6 2.6 2.6 2.6
2003 2.0 2.0 2.0 2.2 2.0 2.0 1.8 1.8 2.0 21 2.0 1.9 2.0
IPSEBENE 84.18% 2004 1.9 2.0 2.1 2.1 2.1 2.1 2.1 21 2.0 1.9 1.9 2.0 2.0
2005 2.0 2.0 1.9 1.8 1.8 1.8 1.9 1.9 1.9 1.9 1.9 1.9 1.9
2003 -0.7 0.3 0.8 0.9 1.1 2.6 2.8 3.3 4.2 3.8 3.8 3.2 2.2
ANE 7.69% 2004 2.9 1.9 1.7 1.6 1.8 1.3 0.8 0.5 0.0 0.1 0.1 0.5 11
2005 0.6 1.2 1.3 1.4 1.4 1.7 1.9 2.1 2.4 2.3 2.3 2.2 1.7
2003 5.9 7.6 7.5 2.2 0.6 1.6 2.0 2.7 1.6 0.8 23 1.8 3.0
ENE 8.13% 2004 -0.3 -2.3 -2.0 2.0 6.7 5.9 6.0 6.4 6.8 7.5 8.0 8.2 4.4
2005 71 71 5.7 4.5 1.9 2.6 1.9 0.4 0.1 -0.2 -0.5 -0.4 2.4
2003 21 2.4 2.4 21 1.8 1.9 1.9 21 2.2 2.0 2.2 2.0 21
HICP 100.00% 2004 1.9 1.6 1.7 2.0 2.5 2.4 23 23 2.2 23 23 2.4 2.2
2005 23 2.4 21 2.0 1.8 2.0 1.9 1.8 1.8 1.8 1.8 1.8 2.0

Source: EUROSTAT, IFL & UC3M
Date: August 23, 2004




Table A5B

HARMONIZED CPI (HICP) MONTHLY GROWTH BY SECTORS IN THE EMU 2003-2004-2005 (a)

| Il n v v Vi Vil vii IX X Xi X D03 /D02 | D04/D03 | D05/D04
2003 0.2 0.3 0.2 0.2 0.1 0.2 0.1 0.2 0.1 0.2 0.1 0.0 1.9
AE 9.46% 2004 0.2 0.2 0.0 0.1 0.0 0.1 0.1 0.2 0.1 0.2 0.2 0.1 1.6
2005 0.2 0.2 0.1 0.2 0.2 0.2 0.2 0.2 0.1 0.2 0.2 0.1 2.1
2003 4.2 1.0 0.1 1.2 0.1 0.1 0.1 0.1 0.3 1.4 23 0.3 1.7
TOBACCO 2.37% 2004 1.7 0.3 5.3 0.4 0.6 0.1 0.0 0.1 0.1 0.1 0.1 0.1 9.3
2005 4.2 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 5.4
2003 -1.4 0.0 1.1 0.6 0.3 -0.2 -1.4 -0.1 1.1 0.6 0.3 -0.1 0.8
MAN 31.01% 2004 -1.6 0.3 1.0 0.8 0.1 -0.2 -1.6 -0.1 1.1 0.6 0.3 -0.1 0.6
2005 -1.5 0.2 1.1 0.8 0.1 -0.2 -1.5 -0.1 1.1 0.6 0.3 -0.1 0.7
2003 -0.8 0.1 0.9 0.5 0.3 -0.1 -1.0 0.0 0.9 0.5 0.3 0.0 1.6
BENE 42.85% 2004 -1.0 0.3 1.1 0.7 0.1 -0.1 -1.1 0.0 0.8 0.5 0.2 0.0 13
2005 -0.8 0.2 0.8 0.6 0.1 -0.1 -1.0 0.0 0.8 0.5 0.2 0.0 1.3
2003 -0.2 0.3 0.2 0.3 0.0 0.3 0.6 0.3 -0.3 -0.1 -0.1 0.9 2.3
SER 41.33% 2004 0.0 0.5 0.0 0.3 0.1 0.3 0.8 0.2 -0.3 -0.1 -0.1 0.9 2.7
2005 -0.1 0.5 0.2 0.1 0.2 0.3 0.7 0.2 -0.3 -0.1 -0.1 0.9 2.6
2003 -0.5 0.3 0.5 0.4 0.1 0.1 -0.2 0.1 0.4 0.3 0.1 0.4 1.9
IPSEBENE 84.18% 2004 -0.5 0.4 0.6 0.4 0.2 0.1 -0.3 0.1 0.2 0.2 0.1 0.4 2.0
2005 -0.4 0.3 0.5 0.3 0.2 0.1 -0.2 0.1 0.2 0.2 0.1 0.4 1.9
2003 1.4 0.3 0.5 0.4 0.3 0.6 -0.6 -0.4 1.2 -0.3 -0.2 0.0 3.2
ANE 7.69% 2004 1.1 -0.7 0.3 0.3 0.4 0.1 -1.1 -0.7 0.7 -0.2 -0.2 0.3 0.5
2005 1.3 -0.1 0.5 0.4 0.4 0.4 -0.8 -0.5 0.9 -0.2 -0.2 0.2 2.2
2003 3.1 1.9 1.0 -2.9 -2.1 0.0 0.5 1.1 -0.1 -0.3 -0.2 -0.2 1.8
ENE 8.13% 2004 1.0 -0.1 1.3 1.1 2.5 -0.8 0.6 1.5 0.3 0.3 0.4 -0.1 8.2
2005 0.0 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 0.0 0.0 0.0 0.0 0.0 -0.4
2003 -0.1 0.4 0.6 0.1 -0.1 0.1 -0.1 0.2 0.4 0.1 0.1 0.3 2.0
HICP 100.00% 2004 -0.2 0.2 0.7 0.4 0.3 0.0 -0.2 0.2 0.3 0.2 0.1 0.4 24
2005 -0.3 0.3 0.5 0.3 0.2 0.1 -0.2 0.1 0.3 0.2 0.1 0.4 1.8

Source: EUROSTAT, IFL & UC3M
Date: August 23, 2004




Table AGA

US ANNUAL RATES OF GROWTH ON CPI AND ITS COMPONENTS(1)

Avr Avr Avr
| Il n v Vv Vi Vil Vil IX X X1 Xl 03/02(b) | 04/03(b) | 05/04(b)
2003 -1.4 -1.5 -1.4 -1.8 -1.9 -1.8 -1.8 -2.2 -2.4 -2.4 -2.6 -25 -2.0
Non energy commodities 2004 -2.3 -2.0 -1.6 -1.4 -1.1 -1.0 -1.2 -0.8 -0.4 -0.1 0.2 0.3 -1.0
less food (1) 2005 0.3 0.1 0.0 0.0 -0.1 0.0 0.4 0.3 0.1 0.1 0.0 0.0 0.1
2003 3.4 3.2 3.0 2.9 3.0 2.9 2.9 2.7 2.7 2.9 2.6 2.6 2.9
Non energy services (2) 2004 25 25 2.9 3.1 2.9 3.0 3.0 3.0 3.0 29 3.0 3.0 2.9
2005 3.0 3.0 2.9 3.0 3.0 3.0 3.1 3.1 3.1 3.1 3.1 3.1 3.0
2003 1.9 1.7 1.7 1.5 1.6 1.5 1.5 1.3 1.2 1.3 1.1 1.1 1.5
Core inflation (3=1+2) 2004 1.1 1.2 1.6 1.8 1.7 1.9 1.8 1.9 2.0 2.0 2.2 2.2 1.8
2005 2.2 2.2 21 21 2.2 2.2 2.3 2.3 2.2 2.3 2.3 2.3 2.2
2003 1.4 1.2 1.2 1.0 1.2 1.2 1.3 1.0 0.9 1.0 0.7 0.8 1.1
Core inflation less owner's equivalent| 2004 0.9 1.0 1.5 1.6 15 1.6 15 1.7 1.9 1.9 2.2 21 1.6
rent of primary residence 2005 2.2 21 2.0 2.0 2.0 2.0 2.2 2.2 21 21 2.0 2.0 21
2003 1.0 1.4 1.4 1.2 1.7 21 21 25 24 2.9 3.2 3.6 21
Food (4) 2004 3.5 3.3 3.2 3.4 4.1 3.7 4.0 3.9 3.9 3.6 3.4 3.0 3.6
2005 3.3 3.3 3.3 3.4 2.7 2.8 2.8 2.7 2.7 2.7 2.7 2.7 2.9
2003 14.1 22.0 23.4 13.0 9.0 9.3 9.1 11.8 14.7 8.8 6.2 6.9 12.2
Energy (5) 2004 7.8 3.8 0.4 5.6 15.0 17.0 14.2 10.5 8.6 13.4 15.0 16.6 10.6
2005 13.2 10.9 8.5 5.5 -0.6 -3.4 -2.0 1.7 -2.6 -2.9 -2.3 -2.6 1.4
2003 2.6 3.0 3.0 2.2 21 21 21 22 23 2.0 1.8 1.9 2.3
All items (6=3+4+5) 2004 1.9 1.7 1.7 23 3.1 3.3 3.0 2.8 2.8 3.1 3.2 3.3 2.7
2005 3.2 3.0 2.8 2.6 2.0 1.8 2.0 2.0 1.9 1.9 2.0 1.9 2.2
2003 24 3.0 3.1 21 1.9 21 21 22 24 2.0 1.7 1.9 22
All items less owner's equivalent 2004 1.9 1.6 1.7 2.3 3.3 3.5 3.2 29 29 3.3 3.5 3.6 2.8
rent of primary residence 2005 3.4 3.2 2.8 2.6 1.8 1.6 1.9 1.9 1.7 1.7 1.7 1.7 2.2

(1) Figures in bold type are forecasted values.
(2) Mean level of 2003 over 2002 growth rate.
(3) Mean level of 2004 over 2003 growth rate.
(4) Mean level of 2005 over 2004 growth rate.

Source: BLS & Universidad Carlos Il Madrid

Data: August 17, 2004




Table A6B

US MONTHLY RATES OF GROWTH ON CPI AND ITS COMPONENTS (1)

| Il n v \" \'ll Vi Vil IX X Xl Xl D03 /D02 | D04/ D03 | D05/ D04
2003 -0.6 0.3 0.4 -0.1 -0.6 -0.6 -0.6 -0.1 0.4 0.1 -0.4 -0.6 -2.5
Non energy commodities 2004 -0.4 0.6 0.7 0.1 -0.2 -0.6 -0.9 0.3 0.7 0.4 -0.1 -0.5 0.3
less food (1) 2005 -0.3 0.4 0.5 0.2 -0.3 -0.5 -0.5 0.2 0.5 0.4 -0.1 -0.5 0.0
2003 0.5 0.4 0.2 0.0 0.3 0.2 0.4 0.3 0.0 0.4 -0.1 0.0 2.6
Non energy services (2) 2004 0.5 0.4 0.6 0.2 0.1 0.3 0.3 0.3 0.0 0.3 0.0 0.0 3.0
2005 0.5 0.4 0.5 0.2 0.1 0.3 0.4 0.3 0.0 0.3 0.0 0.0 3.1
2003 0.2 0.4 0.3 0.1 0.1 -0.1 0.1 0.2 0.1 0.4 -0.2 -0.2 1.1
Core inflation (3=1+2) 2004 0.2 0.5 0.6 0.2 0.0 0.1 0.0 0.3 0.2 0.3 0.0 -0.1 2.2
2005 0.2 0.4 0.5 0.2 0.0 0.1 0.2 0.3 0.1 0.4 0.0 -0.1 23
2003 0.2 0.5 0.3 0.1 0.0 -0.1 0.1 0.1 0.0 0.4 -0.4 -0.3 0.8
Core inflation less owner's equivalent 2004 0.2 0.6 0.8 0.2 -0.1 0.0 -0.1 0.3 0.2 0.4 -0.1 -0.3 21
rent of primary residence 2005 0.3 0.5 0.7 0.2 -0.1 0.0 0.1 0.3 0.1 0.4 -0.2 -0.3 2.0
2003 0.1 0.5 0.2 -0.1 0.2 0.4 0.1 0.4 0.2 0.6 0.4 0.7 3.6
Food (4) 2004 0.1 0.2 0.2 0.1 0.9 0.1 0.3 0.3 0.2 0.3 0.1 0.3 3.0
2005 0.4 0.1 0.1 0.1 0.3 0.2 0.3 0.2 0.2 0.3 0.2 0.3 2.7
2003 3.4 6.2 5.3 -3.2 -3.0 1.9 0.3 2.7 2.8 -5.3 -2.8 -1.0 6.9
Energy (5) 2004 4.2 2.3 1.8 2.0 5.6 3.6 -2.1 -0.6 1.2 -1.2 -1.4 0.4 16.6
2005 1.2 0.3 -0.5 -0.8 -0.5 0.7 -0.7 -0.4 0.2 -1.5 -0.8 0.1 -2.6
2003 0.4 0.8 0.6 -0.2 -0.2 0.1 0.1 0.4 0.3 -0.1 -0.3 -0.1 1.9
All items (6=3+4+5) 2004 0.5 0.5 0.6 0.3 0.6 0.3 -0.2 0.2 0.3 0.2 -0.1 0.0 3.3
2005 0.3 0.4 0.4 0.1 0.0 0.1 0.1 0.2 0.1 0.2 -0.1 -0.1 1.9
2003 0.5 1.0 0.7 -0.3 -0.2 0.1 0.1 0.4 0.3 -0.2 -0.4 -0.2 1.9
All items less owner's equivalent 2004 0.6 0.7 0.8 0.3 0.7 0.4 -0.3 0.2 0.3 0.2 -0.2 -0.1 3.6
rent of primary residence 2005 0.4 0.4 0.5 0.1 -0.1 0.1 0.1 0.2 0.1 0.2 -0.2 -0.1 1.7

(1) Figures in bold type are forecasted values.

(2) December 2003 over December 2002 growth rate.
(3) December 2004 over December 2003 growth rate.
(4) December 2005 over December 2004 growth rate.

Source: BLS & Universidad Carlos Il Madrid
Data: August 17, 2004




Table A7TA

CONSUMER PRICE INDEX, ANNUAL GROWTH RATES IN SPAIN 2003-2004-2005 (a)

Avr Avr Avr
| ] 1] v Vv Vi Vil Vil IX X X1 Xl 03/02(b) 04/03(b) 05/04(b)
2003 3.7 4.2 4.1 3.1 2.8 2.6 25 25 24 2.6 2.8 2.7 3.0
(1) AE 17.17% 2004 25 24 24 29 3.7 4.0 4.2 4.2 4.2 4.1 4.0 4.0 3.6
2005 4.0 4.0 4.0 3.6 2.8 2.7 2.6 2.7 2.7 2.6 2.6 2.6 3.1
2003 2.0 2.2 2.3 2.6 2.6 25 2.2 2.0 2.1 1.5 1.2 1.2 2.0
(2) MAN 30.05% 2004 0.7 0.5 0.5 0.7 0.9 1.0 0.8 0.8 0.7 0.8 0.9 0.9 0.8
2005 1.1 1.1 1.1 0.9 0.8 0.8 1.1 1.1 1.0 1.0 1.0 1.0 1.0
2003 4.0 3.9 3.6 4.0 3.5 3.5 3.6 3.7 3.5 3.7 3.7 3.6 3.7
(3) SER 35.05% 2004 3.6 3.6 3.6 3.7 3.8 3.8 3.7 3.6 3.7 3.7 3.9 3.9 3.7
2005 4.0 4.0 4.1 3.8 3.9 3.9 4.0 4.0 4.0 4.0 4.0 4.0 4.0
IPSEBENE 2003 3.2 3.3 3.2 3.3 3.0 2.9 2.9 2.8 2.8 2.6 2.6 25 2.9
(4)=(1)+(2)*(3) 82.28% 2004 2.3 2.3 2.2 24 2.7 2.8 2.8 2.8 2.8 2.7 2.8 2.8 2.6
2005 3.0 29 3.0 2.7 2.6 25 2.7 2.6 2.6 2.6 2.6 2.6 2.7
2003 2.9 3.0 3.0 3.2 3.1 3.0 2.8 2.8 2.7 2.6 2.6 2.6 2.9
IPSEBENE-XT 77.21% 2004 24 24 23 25 2.6 2.6 2.6 2.6 2.6 25 25 25 25
2005 2.8 2.8 2.7 2.4 2.4 2.4 2.7 2.7 2.7 2.6 2.6 2.6 2.6
2003 7.2 5.9 5.6 4.5 4.6 4.8 5.5 6.5 7.7 7.0 6.7 6.4 6.0
(5) ANE 8.60% 2004 6.5 6.1 6.5 6.8 7.0 6.2 5.5 4.6 3.3 3.8 4.1 4.1 5.3
2005 3.6 5.1 5.1 5.4 5.0 5.4 5.0 5.0 5.2 5.4 5.6 5.5 5.1
2003 55 6.7 6.1 0.8 -1.9 -0.6 0.0 1.1 -0.2 -1.8 1.1 -0.1 1.4
(6) ENE 9.12% 2004 -1.7 -2.5 -2.5 1.4 6.6 7.2 6.6 6.6 7.3 8.6 8.6 8.8 4.5
2005 8.0 7.4 5.8 4.3 1.7 1.7 1.2 -0.3 -0.6 -0.7 -0.9 -0.9 2.1
2003 3.7 3.8 3.7 3.1 2.7 2.7 2.8 3.0 2.9 2.6 2.8 2.6 3.0
IPC 100% 2004 2.3 2.1 2.1 2.7 34 3.5 34 3.3 3.3 3.4 3.4 3.5 3.0
2005 3.5 3.5 3.4 341 2.7 2.7 2.7 2.6 2.6 2.6 2.5 2.6 2.9

™ T1,12 growth rate lags fundamental changes in prices 6 months with respect to monthly growth rates. It is necessary to evaluate forecast in order to analyze current situation.
** Weights on General CPI are shown in brackets.

(a) Figures in bold type are forecasted values

(b) 2003 over 2002 mean growth

(c) 2004 over 2003 mean growth

(d) 2005 over 2004 mean growth

Source: INE, IFL & UC3M
Date: August 20, 2004




Table A7B

CONSUMER PRICE INDEX, MONTHLY GROWTH RATES IN SPAIN 2003-2004-2005 (a)

I I m (\Y v i Vil Vil IX X X Xl D03 /D02 | D04/D03 | D05/ D04
2003 0.5 0.6 0.3 0.1 0.1 0.1 0.1 0.2 0.1 0.3 0.2 0.1 2.7
(1) AE 17.17% 2004 0.4 0.5 0.3 0.5 1.0 0.4 0.2 0.2 0.1 0.1 0.2 0.1 4.0
2005 04 04 0.3 0.2 0.2 0.2 0.2 0.2 0.1 0.1 0.1 0.1 2.6
2003 31 0.0 1.0 2.7 05 0.2 35 03 1.0 2.3 11 0.1 12
(2) MAN 30.05% 2004 36 0.2 0.9 3.0 0.6 0.1 37 -0.3 1.0 2.4 1.1 -0.1 0.9
2005 -3.4 -0.1 0.9 2.8 0.6 -0.1 3.4 -0.3 0.9 2.4 1.1 -0.1 1.0
2003 0.6 0.4 05 0.7 02 0.4 0.7 0.7 05 0.2 02 0.4 36
(3) SER 35.05% 2004 0.6 0.4 0.5 0.7 0.1 0.4 0.6 0.6 0.3 0.2 -0.1 0.4 3.9
2005 0.7 0.4 0.6 0.4 0.0 0.4 0.6 0.6 -0.4 0.2 -0.1 0.5 4.0
IPSEBENE 2003 08 0.3 0.6 13 0.1 0.1 1.0 0.2 0.2 1.0 0.4 0.1 25
@=(1)+2)+3)| 82.28% 2004 1.0 0.2 0.6 15 0.4 0.2 1.1 0.2 0.2 0.9 0.4 0.2 2.8
2005 -0.8 0.2 0.6 1.2 0.3 0.2 -0.9 0.2 0.2 0.9 0.4 0.2 2.6
2003 0.9 0.2 0.7 13 0.3 0.1 13 0.1 0.4 1.1 05 0.1 2.6
IPSEBENE-XT| 77.21% 2004 1.1 0.2 0.6 15 0.3 0.1 1.3 0.1 0.4 1.0 0.5 0.1 2.5
2005 -0.8 0.2 0.6 1.2 0.3 0.1 1.1 0.1 0.3 1.0 0.5 0.1 2.6
2003 0.4 15 05 0.0 0.6 0.3 15 19 2.2 0.4 0.0 0.9 6.4
(5) ANE 8.60% 2004 0.6 1.9 0.8 0.3 0.8 05 0.8 1.1 0.9 0.1 0.3 0.9 441
2005 0.1 -0.5 0.8 0.6 0.4 -0.2 0.5 1.0 1.1 0.2 0.4 0.8 55
2003 2.2 13 14 26 25 06 0.9 14 04 11 0.3 03 0.1
(6) ENE 9.12% 2004 0.6 0.4 15 1.3 25 0.0 0.3 15 0.2 0.1 0.3 -0.1 8.8
2005 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 0.0 0.0 0.0 0.0 -0.9
2003 04 0.2 0.7 0.8 0.1 0.1 06 0.5 0.3 0.7 0.3 0.2 2.6
IPC 100.00% 2004 0.7 0.0 0.7 1.4 0.6 0.2 08 0.4 0.3 0.8 0.4 0.2 35
2005 0.7 0.1 0.6 1.0 0.2 0.1 0.7 0.3 0.3 0.8 0.4 0.2 2.6

** Weights on General CPI are shown in brackets.
(a) Figures in bold type are forecasted values

(b) December 2003 over December 2002.

(c) December 2004 over December 2003.

(d) December 2005 over December 2004.

Source: INE, IFL & UC3M

Date: August 20, 2004
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INSTITUTO FLORES DE LEMUS

Universidad Carlos III de Madrid

INTERNATIONAL INFLATION FORECASTS

AUGUST 2004 AVERAGE ANNUAL RATES
Monthly Annual 2001*  2002*  2003* 2004 2005
Total Inflation 0.2 2.3 2.3 2.3 2.1 2.2 2.0
Core Inflation 0.1 2.1 1.9 2.5 2.0 2.0 1.9
Goods -0.1 0.7 0.9 15 0.8 0.7 0.7
Services 0.2 2.6 25 3.1 2.6 2.6 2.6
GDP 1.6 0.9 0.5 1.7 2.0
Private Final Consumption Expenditure 2.0 1.2 1.2 1.6 1.9
Gross Fixed Capital Formation -0.3 -2.8 -0.8 2.2 21
Exports of Goods and Services 3.4 1.5 0.1 4.1 4.7
Imports of Goods and Services 1.7 0.3 1.9 4.2 4.6
Gross Value Added Total 1.6 0.9 0.5 1.7 2.0
Gross Value Added Agriculture -1.2 0.8 -3.4 1.1 1.2
Gross Value Added Industry 0.5 0.3 0.0 1.8 1.8
Gross Value Added Construction -0.6 -1.0 -0.5 0.8 0.3
Gross Value Added Services 2.7 1.4 1.0 1.9 2.2
OTHER ECONOMIC INDICATOR
Industrial Production Index (excluding construction) 0.4 -0.5 0.4 2.3 2.1
Total Inflation 0.2 2.8 2.8 1.6 2.3 2.7 2.2
Core Inflation 0.3 1.9 2.7 2.3 1.5 1.8 2.2
Goods 0.3 -0.8 0.3 -1.1 -2.0 -1.0 0.1
Services 0.3 3.0 3.7 3.8 2.9 2.9 3.0
*Observed values.
SPANISH ECONOMY FORECASTS
AUGUST 2004 AVERAGE ANNUAL RATES
Monthly - Annual 2001*  2002*  2003* 2004 2005
Total Inflation 0.4 3.3 3.6 3.1 3.0 3.0 2.9
Trend Inflation 0.2 2.8 34 3.7 2.9 2.6 2.7
Goods -0.3 0.8 3.1 25 2.0 0.8 1.0
Services 0.6 3.6 7.1 4.6 3.7 3.7 4.0

*QObserved values.

For information about subscriptions see
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