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Figure 1 - Escernario Macroeconémico 2023

Santander

Cierre

Final 2023 13-Jan W -IM QTD YTD
Cons. PIB Euro zona 2023 0.20 -0.10 0.00 0.00 0.00 0.00
Cons. PIB EEUU 2023 -0.50 0.40 0.10 0.00 0.10 0.10
10Y Bund yield 2.95 217 -0.04 0.24 -0.40 -0.40
10Y US bond yield 3.00 3.47 -0.09 -0.03 -0.41 -0.41
3M Euro interest rates 2.84 233 0.07 0.28 0.20 0.20
3M US interest rates 5.15 4.83 0.02 0.08 0.06 0.06
€Uss 1.08 1.08 17 18 11 11
Brent crude oil (USS) 80.0 84.9 8.1 5.3 11 11
CRB (US$) NA 557.1 0.7 0.0 0.4 0.4
Source: Bloomberg y Santander.
Figure 2 - Posicionamiento

Flujos Volatilidad
-1M -3M -6M -12M vs EuroEquities

Bancos 0.7 12 25 -11.8 5.4
Aseguradoras 4.7 26.9 35.1 40.0 5.4
Automoviles -11.3 -20.3 -23.8 -54.1 4.9
Alimentacién -4.0 -5.8 -11.3 -1.6 17.0
Farmacéuticas -5.7 -15.4 -25 -0.7 37.9
Industriales -3.4 -15.7 -41.7 -29.1 17.6
Petréleo y Gas -3.4 -12.2 -38.7 -37.6 15.4
Distribucién -10.9 -13.3 -15.6 -6.9 83.0
Consumo -12.0 -12.5 14 -10.5 85.7
Tecnologia -2.8 -6.8 -15.6 -14.0 84.7
Telecoms -5.3 -15.0 -42.5 -45.4 29.9
Utilities -0.7 -26.7 -58.6 -40.0 7.1

Source: Bloomberg y FactSet.

Estrategia: Sectores europeos

A lo largo de 2022, el mercado de renta variable incorporé el cambio
en politica monetaria de los principales bancos centrales y la subida de
los tipos a largo plazo. A nuestro juicio, 2023E deberia de ser un afio de
desinflaciony desaceleracion econémica que deberia llevar a cierto riesgo
a la baja en las perspectivas de beneficio empresariales.

En un entorno de desaceleracion y de tipos de interés elevados,
preferimos sectores con menor sensibilidad al ciclo econémico, con
capacidad de mantenimiento de margenes y que se puedan beneficiar de
tipos de interés elevados.

Amedioy largo plazo, las transiciones energéticay digital deberian ser los
grandes dinamizadores del mercado. Por la combinacion entre valoracion
y perspectivas de futuro, los sectores de las utilities y telecomunicaciones
son la principal forma de buscar exposicién a las dos transiciones.

A corto plazo, nos gusta el sector bancario que se beneficia de la
normalizacion de tipos de interés y de una morosidad bajo control. Ante
un entorno de desaceleracion economica, el logico aumento en el coste
del riesgo deberia de ser digerible en la cuenta de resultados de las
entidades.

Desde nuestro punto de vista, el sector de alimentacién ofrece adecuada
valoraciéon y un perfil defensivo. Ademas, opinamos que la tendencia
hacia la contencion en la renta disponible de los hogares deberia
beneficiar al sector.

Figure 3 - Sectores Europeos: ratios de valoracion y tendencia de beneficios

Valoracion Momentum

P/E Ratio (x) EV/EBITDA(X) GDY (%) 2023E Crec. BPA Crec. EBITDA Rev. BPA

2022E 2023E 2022E 2023E 2022E 2023E P/BV ROE FCE Y 2022E 2023E 2022E 2023E 2022E 2023E
Bancos 7.8 7.5 NM NM 5.7 6.2 0.6 8.3 NM 13.6 3.6 NM NM 15.2 8.2
Aseguradoras 11.4 9.2 NM NM 5.2 5.5 1.3 14.0 NM -6.5 24.0 NM NM -9.6 3.2
Automéviles y comp. 5.2 6.1 5.3 5.6 55 5.2 0.8 12.6 11.8 15.7 -14.3 14 -5.2 18.3 -9.3
Alimentacion y bebidas 19.9 18.4 121 115 2.0 23 2.0 10.9 5.2 10.3 8.3 10.1 5.2 0.4 -2.3
Farmacéuticas 14.6 14.0 10.4 10.1 2.6 2.7 18 12.9 6.3 7.9 4.6 6.7 3.8 1.6 -3.3
Bienes y serv. Ind. 18.8 16.9 11.0 10.4 2.2 25 2.5 15.0 5.6 18.0 11.7 12.8 5.6 -1.4 -4.0
Petréleo y Gas 5.0 6.1 3.1 3.5 5.4 4.7 1.1 17.6 14.2 128.9 -19.1 68.1 -11.4 60.8 44.9
Distribucién 24.0 22.0 11.0 10.5 35 3.6 3.9 17.5 4.3 14.7 8.8 6.7 55 15 -1.9
Bienes de consumo 29.0 25.7 15.7 14.8 15 1.7 53 20.5 4.2 8.4 131 8.8 6.1 -4.7 -4.0
Tecnologia 28.0 22.9 18.9 16.6 11 1.2 4.0 17.6 3.2 -0.5 222 13.0 14.0 -8.9 -6.4
Telecoms 14.3 13.5 7.0 6.6 4.1 4.4 13 10.0 10.7 18.2 6.1 -7.6 5.3 6.4 0.0
Utilities 13.9 12.3 8.7 8.0 4.9 5.0 1.6 12.6 1.7 2.2 12.8 6.5 9.2 3.8 7.1
Euro Equities 12.6 12.6 8.7 8.7 3.3 3.4 15 12.2 6.3 18.7 0.5 10.4 15 10.3 2.0

Source: Bloomberg, FactSet y estimaciones Santander. (*) Comportamientos anteriores no garantizan resultados futuros.

US investors' enquiries should be directed to Santander Investment Securities Inc. (SIS) at (212) 692-2550.
US recipients should note that this research was produced by a non-member affiliate of SIS and, in accordance with FINRA Rule 2241,
limited disclosures can be found on the back cover. For full disclosures, refer to our website.
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RECOMENDACIONES DE ESTRATEGIA SECTORIAL

Figure 4 - Resumen de Estrategia Sectorial en Europa
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En 2022, dejamos atras los tipos negativos que habian lastrado la rentabilidad del sector en los Ultimos afios. Creemos
que el mercado sigue subestimando el impacto positivo de la subida de tipos y sobreestimando el impacto negativo sobre
el aumento de la morosidad de un escenario econémico de desaceleracion dado el fuerte balance y sélido capital del
sector.

La volatilidad en el mercado de renta fija podria seguir afectando los balances de las compafiias mientras que el aumento
de tipos de interés podria afectar positivamente los ingresos financieros, en nuestra opinion. La valoraciéon debe
considerarse ajustada en la actualidad y con un entorno regulatorio estable.

El impacto negativo de los problemas en la cadena de suministros podria seguir afectando las matriculaciones de
automoviles en 2023E. Los cambios regulatorios y la necesidad de incrementar la electrificaciéon de la gama con
sustanciales inversiones y costes podrian pesar en los margenes a medio plazo, desde nuestro punto de vista. La
normalizacién de volimenes en el sector podria reducir el poder de fijacion de precios actual.

En la venta minorista de alimentos, prevemos que los volimenes de comestibles se mantendrdn o aumentaran
ligeramente a medida que avancemos hacia el afio 2023E, ya que los consumidores estan cambiando sus habitos
discrecionales hacia comer mas en casa en lugar de salir. Dado que esperamos que prevalezca el comportamiento mas
frugal, el sector deberia comportarse de forma defensiva.

Segln IQVIA, el gasto mundial en medicamentos va camino de crecer a una TACC del 3%-6% a/a en 2020-25, y
ascenderia a USD 1,8bn, incluido el gasto en vacunas Covid-19 en el periodo. En Europa se prevé una TACC del 3%-6%,
con un crecimiento mas moderado estimado en Espafia (1,5%-4,5%), dados los planes nacionales de promocién del uso
de genéricos/biosimilares. Considerando la heterogeneidad intrinseca del sector de la salud, seguimos buscando
farmacéuticas especializadas con atractivas perspectivas de crecimiento propias de la compafiia y programas de I+D
sélidos y bien respaldados.

La transicion energética y medioambiental proporcionard catalizadores para futuras oportunidades de crecimiento
adicional en el caso de muchas compafiias. A corto plazo, las compafiias seguiran digiriendo el impacto de los altos
precios de las materias primas y la energia y las limitaciones de la cadena de suministro, con presién sobre los margenes.
Creemos que la ejecucién de las carteras de pedidos podria tener un efecto negativo en términos de capital circulante y
margenes.

Consideramos que el descenso de los precios del petréleo, las preocupaciones regulatorias, la cautela en materia de ESG
y las dudas sobre la transiciéon energética pesan sobre el sector. El importante recorrido al alza con el que contaban la
mayoria de las compafiias integradas de energia a principios de 2022 se ha ido reduciendo. Sin embargo, prevemos una
importante generacién de caja, con rentabilidades en efectivo atractivas y resistentes gracias a la disciplina en las
inversiones. Las mismas se concentran en la transicion energética y en nuevas oportunidades con bajas o nulas
emisiones de carbono dentro de la cadena de valor integrada y con mdltiples energias.

Esperamos mayor competencia en 2023E que podria llevar a que mas consumidores opten por buscar marcas mas
econémicas, lo que podria aumentar el nimero de marcas blancas, una tendencia similar a la que se registré tras la Gran
Crisis Financiera. El ajuste reciente en valoraciones del sector distribucién de alimentacién podria seguir en 2023E, en
nuestra opinién.

En 2023E, el poder del consumidor europeo determinara la fortaleza del sector, en nuestra opinién. El efecto combinado
de la elevada inflacién y el aumento de los costes financieros, junto con el deterioro del escenario macroeconémico, con
posible impacto en el mercado laboral, constituye un entorno operativo dificil para el sector del consumo ciclico. En el
pasado, las marcas fuertes y la diversificacion internacional han sido los mejores atributos del sector para capear las
dificultades macroeconémicas.

Un entorno macroeconémico mas duro pesara, previsiblemente, sobre la evolucién de las compafiias de tecnologia. Sin
embargo, las compafiias tecnolégicas podrian compensar esta debilidad macroeconémica gracias al aumento continuo de
la demanda de digitalizacién, especialmente porque esta bien apoyada por los fondos de recuperacion de la UE.

La monetizacion de los activos de infraestructuras y la consolidaciéon dentro del propio sector (especialmente entre las
compafifas de tamafio mediano) deberia de continuar en 2023E, en nuestra opinién. A nuestro juicio, las compaiiias de
torres de telecomunicaciones deberian de seguir beneficiandose de la visibilidad del crecimiento orgénico y de las
oportunidades de crecimiento inorganico.

La percepcién del riesgo regulatorio y el impacto de la subida de los tipos a largo plazo son los principales temas que han
afectado al sector en los Ultimos meses. En nuestra opinion, la mayor parte del impacto ya estd descontado. Como
resultado de la sobrevaloracion del riesgo regulatorio y de la subida de los tipos, preferimos los activos de corta duracion;
G&S antes que renovables; y renovables antes que redes; y, dentro de renovables, preferimos las compafiias con una alta
proporcion de activos en funcionamiento sobre las compafiias de crecimiento con grandes carteras de proyectos para
desarrollar.
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Source: Santander.
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ANALYST CERTIFICATION

All of the views expressed in this report accurately reflect the personal views of the Banco Santander (“Santander”) Equity Research Team. In addition, the undersigned analyst comprising
the Team has not and will not receive any compensation, directly or indirectly, related to a specific recommendation or view in this report: Jesus Gomez

The analysts referenced in connection with the section for which he or she is responsible may have received or will receive compensation based upon, among other factors, the overall
profitability of the Santander Group, including profits derived from investment banking activities.

Grupo Santander, its subsidiaries, its representatives or its officers may from time to time operate in shares of companies directly or indirectly related to those analysed in this report.
Key to Investment Codes*

% of Companies

Covered Provided with Investment
Rating Definition with This Rating Banking Services in the Past 12 months
QOutperform Total return 10% above benchmark. Upside of approximately = 15%. 56.17% 61.54%
Neutral Total return 0%-10% above benchmark. Upside of approximately 5%-15%. 31.48% 50.98%
Underperform Total return below benchmark. Upside of approximately < 5%. 9.88% 43.75%
Under Review 2.47% 25.00%

NOTES: (1) The relevant benchmark for European equity research is the 1Y German Bund rate + ERP (5.5%). (2) These definitions are indicative. Recommendations may differ from these
guidelines when justified due to market factors, industry trends, company-specific events, etc. In such cases, a pertinent clarification for the discrepancy is included in the report. (3) Target
prices set from January to June are for December 31 of the current year. Target prices set from July to December are for December 31 of the following year. (4) Periodicity: We generally
review our recommendations/target prices for each issuer at least once a year and whenever market events so warrant.

Find all recommendations disseminated during the last 12 months on our website.
IMPORTANT DISCLOSURES

This report has been prepared by Banco Santander, S.A. and is provided for information purposes only. Banco Santander, S.A. is registered in Spain and is authorised and regulated by the Bank
of Spain and the CNMV.

This report is issued in the United States by Santander Investment Securities Inc. (“SIS"), in Spain by Banco Santander, S.A. (“Santander”) under the supervision of the CNMV and in the
United Kingdom by Banco Santander, S.A., London Branch (“Santander London"). SIS is registered in the United States and is a member of FINRA. Santander London is registered in the United
Kingdom and subject to limited regulation by the Financial Conduct Authority, UK (“FCA"). SIS, Santander and Santander London are members of Grupo Santander. A list of authorised legal
entities within Grupo Santander is available upon request.

This material constitutes “investment research” for the purposes of the Markets in Financial Instruments Directive and as such contains an objective or independent explanation of the
matters contained in the material. Any recommendations contained in this document must not be relied upon as investment advice based on the recipient’s personal circumstances. The
information and opinions contained in this report have been obtained from, or are based on, public sources believed to be reliable, but no representation or warranty, express or implied, is
made that such information is accurate, complete or up to date and it should not be relied upon as such. Furthermore, this report does not constitute a prospectus or other offering document
or an offer or solicitation to buy or sell any securities or other investment. Information and opinions contained in the report are published for the assistance of recipients, but are not to be
relied upon as authoritative or taken in substitution for the exercise of judgement by any recipient, are subject to change without notice and not intended to provide the sole basis of any
evaluation of the instruments discussed herein.

Any reference to past performance should not be taken as an indication of future performance. This report is for the use of intended recipients only and may not be reproduced (in whole or in
part) or delivered or transmitted to any other person without the prior written consent of Santander.

Investors should seek financial advice regarding the appropriateness of investing in financial instruments and implementing investment strategies discussed or recommended in this report
and should understand that statements regarding future prospects may not be realised. Any decision to purchase or subscribe for securities in any offering must be based solely on existing
public information on such security or the information in the prospectus or other offering document issued in connection with such offering, and not on this report.

The material in this research report is general information intended for recipients who understand the risks associated with investment. It does not take into account whether an investment,
course of action, or associated risks are suitable for the recipient. Furthermore, this document is intended to be used by market professionals (eligible counterparties and professional clients
but not retail clients). Retail clients must not rely on this document.

To the fullest extent permitted by law, no Grupo Santander company accepts any liability whatsoever (including in negligence) for any direct or consequential loss arising from any use of
or reliance on material contained in this report. All estimates and opinions included in this report are made as of the date of this report. Unless otherwise indicated in this report, there is no
intention to update this report.

Santander may make a market in, or may, as principal or agent, buy or sell securities of the issuers mentioned in this report or derivatives thereon. Santander may have a financial interest
in the issuers mentioned in this report, including a long or short position in their securities and/or options, futures or other derivative instruments based thereon, or vice versa. Information
relating to this is available upon request.

Santander may receive or intend to seek compensation for investment banking services in the next three months from or in relation to an issuer mentioned in this report. Any issuer
mentioned in this report may have been provided with sections of this report prior to its publication in order to verify its factual accuracy.

ADDITIONAL INFORMATION

Santander or any of its salespeople, traders and other professionals may provide oral or written market commentary or trading strategies to its clients that reflect opinions that are contrary
to the opinions expressed herein. Also, in certain cases, a security may be covered by more than one analyst within Grupo Santander. Each of these analysts may use different methodologies
to value the security and, as a result, the recommendations may differ and the price targets and estimates of each may vary widely. Furthermore, Santander's trading and investment
businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

No part of this report may be copied, conveyed, distributed or furnished to any person or entity in any country (or persons or entities in the same) in which its distribution is prohibited by law.
Failure to comply with these restrictions may breach the laws of the relevant jurisdiction.

Investment research issued by Santander is prepared in accordance with Grupo Santander policies for managing conflicts of interest. In relation to the production of investment research,
Grupo Santander has internal rules of conduct that contain, among other things, procedures to prevent conflicts of interest including Information Barriers and, where appropriate,
establishing specific restrictions on research activity. Information concerning the management of conflicts of interest and the internal rules of conduct are available on our website.

COUNTRY & REGION SPECIFIC DISCLOSURES

United Kingdom (UK): Unless specified to the contrary, this report has been distributed in the UK by Banco Santander, S.A. London Branch and has been prepared in accordance with
Grupo Santander's policies for managing conflicts of interest arising as a result of publication and distribution of investment research. This report has been issued in the UK only to market
professionals (professional or eligible counterparties but not retail clients) or persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial Services and Markets Act 2000


https://santanderresearch.bluematrix.com/sellside/MAR.action
https://www.santander.com/en/shareholders-and-investors/corporate-governance#codes-of-conduct
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(Financial Promotion) Order 2005 (all such persons being referred to as “relevant persons"). The content must not be acted on or relied on by persons who are not relevant persons. Any
investment or investment activity to which this communication relates is only available to relevant persons and will be engaged in only with relevant persons. European Economic Area
(EEA): Unless specified to the contrary, this report has been approved for distribution in the EEA by Santander. Investment research issued by Santander has been prepared in accordance with
Grupo Santander's policies for managing conflicts of interest arising as a result of publication and distribution of investment research. Many European regulators require that a firm establish,
implement and maintain such a policy. Any investment or investment activity to which this document relates is only regarded as being provided to professional investors (or equivalent) in
their home jurisdiction. United States of America (US): This report is being distributed in the US by Santander Investment Securities Inc. (“SIS"). Any US recipient of this report that would
like to effect any transaction in any security or issuer discussed herein should do so with SIS, which accepts responsibility for the contents of this report. US recipients of this report should

be advised that this research has been produced by a non-member affiliate of SIS and, therefore, as third-party research, not all disclosures required under FINRA Rule 2241 for research
produced in the US apply. Hong Kong (HK): This report is distributed in Hong Kong by Banco Santander, S.A. (a public limited liability company incorporated in Spain) which has a branch

in Hong Kong. Banco Santander, S.A., Hong Kong Branch is regulated as a Registered Institution by the Hong Kong Monetary Authority for the conduct of Advising and Dealing in Securities
(Regulated Activity Type 4 and 1 respectively) under the Securities and Futures Ordinance. This report is not intended for distribution to any persons other than professional investors. Banco
Santander, S.A. or its affiliates may have a holding in any of the securities discussed in this report; for securities where the holding is greater than 1%, the specific holding is disclosed in the
Important Disclosures section above. The recipient of this report must not distribute it to any person without the prior written consent of Banco Santander, S.A. China (CN): This report is
being distributed in Mainland China by Banco Santander, S.A. which has two branches in Mainland China, being Shanghai Branch and Beijing Branch (“Santander China"). Santander China is
regulated by China Banking and Insurance Regulatory Commission. Banco Santander, S.A., Shanghai Branch is licensed for foreign currency business, RMB business and derivative business.
Banco Santander, S.A., Beijing Branch is licensed with foreign currency business. The recipient of this report must not distribute it to any person without the prior written consent of Banco
Santander, S.A. Singapore (SG): This report is distributed in Singapore by Banco Santander, S.A. which has a branch in Singapore. It is not intended for distribution to any persons other

than institutional investors, accredited investors and expert investors (each as defined in the Securities and Futures Act 2001 of Singapore). Recipients of this report should contact Banco
Santander, S.A., Singapore Branch at researchsingapore@gruposantander.com for matters arising from, or in connection with, this report.

For further country and region specific disclosures please refer to Banco Santander, S.A.

© Banco Santander, S.A., 2023. All Rights Reserved.
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