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CHAIRMAN'S

STATEMENT

During 2017 the macroeconamic
and regulatory environment had a
major impact on the financial sector.
For Bankia, the year was marked

by events that will undoubtedly
influence the direction the bank
takes in the future.

The regulators forged ahead

with the process of reform and
adaptation to new accounting
standards, but there was also
considerable progress in new
business model regulations that
are to be introduced over the course
of 2018, including MiFID I, PSD2
and GDPR.

Banks’ commercial activity, in
particular, showed signs of recovery
in 2017. For Bankia, with the upturn
in the Spanish economy and the
strengthening of our commercial
pasitioning, 2017 was a very
positive year.

In 2017 we acquired a total of
158,000 new customers, thanks to
the decisive action taken, starting in
2016, to implement a positioning
that puts the customer at the centre
of our strategy.

The increase in commercial activity
is a clear sign that this positioning
has been a success. 2017 saw an
increase in lending in segments
that are especially important to
the bank, with year-on-year growth
in mortgage lending, consumer

finance and lending to SMEs. We
also made good progress in the
management of customer funds,
with significant growth in the
volume of assets managed in
investment funds.

Turning to the results for the
period, thanks to the commercial
strategy and the focus on
efficiency and control of the cost of
risk, attributable profit for 2017 is
816 million euros and the dividend
per share has been maintained

at the same level as in 2016. We
have also reinforced our already
strong capital position.

This starting point is crucially
important as we embark on a new
phase. The fact is that 2017 was a
tremendously important year for
us because it marked the transition
from a restructuring phase to a
phase focused on growth.

November 2017 marked five
years since the European
Commission imposed a
Restructuring Plan on the bank

in return for the aid received.
During that time we have worked
mainly with the aim of creating
as much value as possible for our
shareholders, so as to repay more
of the state aid. Thanks to the
tenacity and effort of a united and
committed team, we were able
to achieve the plan targets well
ahead of schedule.

The lifting of the restrictions
imposed by the European
Commission will allow us, in 2018,
to expand our activities into areas
such as real estate developer finance,
Capital Markets and Corporate
Banking and leaves the way open
for a bank that now has more
commercial drive, significantly
fewer non-performing assets and

a proven ability to generate capital
organically.

Together with this milestone, the
year-end was marked by another
significant event, namely, the sale

of a further package of shares by the
FROB, allowing Bankia to pay back
another 818 million euros of state aid.
This sale brought Bankia a step closer
to a complete return to normal.

If there was one defining event of
the year, however, it was the merger
with BMN, a deal announced in June,
approved by the two companies’
General Meetings in September and
cleared by the regulatory authorities
on 28 December. Backed by sound
industrial and financial logic, the
merger of the two institutions puts
Bankia in a good position to face the
future as the fourth largest bank in
the Spanish financial sector and one
of the most solvent.

This strong starting point is
fundamental when setting out on a
new phase that will be marked by
a new Strategic Plan for the period



2018-2020. Our goal is to become
the best bank in Spain, the leader in
profitability, solvency and efficiency,
and to distribute more than 2,500
million euros to our shareholders

at the end of the period. Diversity
will also play a decisive role in

our continuous improvement of
carparate governance, as has
already been demonstrated this
year, in which 50% of the managers
who have been promoted have
been women.

Digitisation is transforming our
society and at Bankia we want to
accompany our customers in this
transformation by offering them a
complete multichannel platform,
so that they can bank with us by
whatever means they choose,
thus improving their satisfaction
with our bank.

The targets we have set in this plan
are challenging and will demand
maximum effort on the part of each
member of this bank if we are to
succeed in an environment subject
to constant change, both in the
banking industry and in the economy
and society in which we do business.

We are convinced of our capabilities
and we have the support of a large
base of customers and shareholders,
to whom we are very grateful for
their trust, and the commitment of
a great team of professionals, who
hold fast to the goal of making us
the best bank in Spain. And that is
what we will be working to achieve
aver the next few years.

JOSE IGNACIO GOIRIGOLZARRI
CHAIRMAN OF BANKIA

CHAIRMAN’S STATEMENT




BANKIA ANNUAL REPORT 2017

MAIN MILESTONES
OF 201/

 START OF FAST-TRACK PROCEDURE FOR FLOOR CLAUSE REFUNDS

JAN

+ S&P REINSTATES BANKIA'S INVESTMENT GRADE RATING AND FITCH
FEB AFFIRMS THE LONG-TERM RATING AT ‘BBB-’, ALSO WITHIN WHAT ARE
CONSIDERED INVESTMENT GRADE LEVELS

« GENERAL MEETING OF SHAREHOLDERS APPROVES
MAR PAYMENT OF CASH DIVIDEND OF 317 MILLION EUROS

« BANKIA EXECUTES A REVERSE SPLIT AT ONE NEW SHARE FOR EVERY FOUR
JUN OLD SHARES. THE NOMINAL VALUE PER SHARE IS SET AT ONE EURO.
« BANKIA BOARD APPROVES AGREEMENT FOR MERGER WITH BMN

« BANKIA AND BMN CUSTOMERS ARE ABLE TO USE BOTH ENTITIES’
JUL ATM NETWORKS FREE OF CHARGE

« BANKIA PUBLISHES ITS FIRST SOCIOECONOMIC IMPACT STUDY

AUG

« EXTRAORDINARY GENERAL MEETINGS OF BANKIA AND BMN APPROVE
SEP THE MERGER OF THE TWO ENTITIES

» BANKIA CELEBRATES THE FIFTH ANNIVERSARY OF THE
NOV RESTRUCTURING PLAN AND THE STRATEGIC PLAN

« BFA SELLS 7% OF ITS STAKE IN BANKIA FOR 818.3 MILLION EUROS
D « BANKIA RECEIVES THE FINAL GO-AHEAD FOR THE MERGER WITH BMN AND
EC PRESENTS ITS NEW ORGANISATION CHART



THE YEAR
IN NUMBERS

NET PROFIT
€816 MILLION
(+1.4%)

AVERAGE P
AYMENT PERIOD
TO SUPPLIERS

9.95 DAYS

“CONNECT
WITH
YOUR

EXPERT”
CUSTOMERS
584,491

. {0 g@
CUSTOMERS WITH DIRECT
INCOME DEPOSITS

\ +107 oooJ

MILESTONES

PROPOSED
DIVIDEND

€340 MILLION
(+7.3%)

A~

=

INVESTMENT
IN SOCIAL ACTION

€19.3
MILLION

EFFICIENCY
RATIO

51.2%

000
coOYD

=>
STATE AID

REPAID
€2,656
MILLION
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01. -
WHO N\
WE ARE

BANKIA IS A FINANCIAL INSTITUTION THAT
OPERATES THROUGHOUT SPAIN, WITH A FOCUS (

ON RETAIL AND BUSINESS BANKING. \\\\ I

ITS MAIN SHAREHOLDER IS THE STATE AND [t
ITS BOARD OF DIRECTORS HAS A MAJORITY |
OF INDEPENDENT DIRECTORS. ITS OBJECTIVES
INCLUDE CREATING VALUE IN ORDER TO REPAY
THE STATE AID RECEIVED.
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MISSION, VISION

AND VL”UES

BANKIA'S VISION, MISSION AND VALUES ARE
THE PILLARS OF ITS CULTURE AND DEFINE
ITS WAY OF DOING THINGS AND RELATING
TO ITS ENVIRONMENT.

and the relationships it forms,
both internally within the

Bankia's vision, mission and
values are the foundation of its
culture. The bank’s principles organisation and externally with
influence its business strateqgy its stakeholders (customers,

and management model and also  shareholders, employees,
determine its working philosophy suppliers, society at large, etc.).

|

__4

® \WORKING FROM PRINCIPLES
TO PUT THE BEST OF BANKING
AT YOUR SERVICE

_4

® PROVIDE AN EFFICIENT, HIGH QUALITY
SERVICE TO OUR CUSTOMERS

® REWARD OUR SHAREHOLDERS
COMPETITIVELY

® MAKE A POSITIVE CONTRIBUTION TO THE
PUBLIC FINANCES

® PROVIDE OUR EMPLOYEES WITH OPPORTUNITIES
FOR PROFESSIONAL DEVELOPMENT

® HELP IMPROVE THE MARKETS’
ASSESSMENT AND PERCEPTION OF THE
FINANCIAL SYSTEM

=]
mves

® PROFESSIONALISM

® INTEGRITY

® COMMITMENT

® PROXIMITY

® ACHIEVEMENT ORIENTATION



IMPLEMENTATION
OF THE CORPORATE
VALUES

Corporate values are an essential
part of an organisation’s culture.
They are the common elements
that define a company’s way

of doing things and shape its
personality.

Bankia’s values are clear and
perfectly defined and represent
the bank’s essence, promoting
appropriate business conduct and
practices to achieve its strategic
objectives.

Bankia puts its values into effect
by incorporating them in policies
and codes, so that they become
part of its ordinary activity and
way of warking.

Professionalism, integrity,
commitment, proximity and
achievement orientation thus
become a defined set of intangible
elements that form the bank’s
personality, becoming the frame
of reference within which Bankia
relates to its stakeholders and
carries on its day-to-day activity.

Bankia transmits its corporate
values continuously through

the various training activities it
organises for its professionals.

It also publicises them through
the available channels of
communication and incorporates
them in the bank’s internal
reqgulations, such as the Code

of Ethics and Conduct, the
Responsible Management
Policy, the Purchasing Policy,
the Environmental Policy, the
Responsible Marketing Code and
the Tax Policy, among others.

01. WHO WE ARE

BANKIA'S VALUES REPRESENT ITS
ESSENCE AND ALLOW IT TO FOSTER

APPROPRIATE PRACTICES TO
ACHIEVE ITS GOALS.




01.2

GOVERNING

BODIES

THE COMPOSITION OF BANKIA'S GOVERNING BODIES
REMAINED PRACTICALLY UNCHANGED THROUGHOUT
2017, APART FROM THE RESIGNATION OF ONE

DIRECTOR IN OCTOBER.

Bankia has a consolidated
governance structure that
operates effectively within the
framework of the principles of
good corporate governance. Its
governing bodies are:

THE GENERAL
MEETING OF
SHAREHOLDERS

The General Meeting is the highest
decision-making body on matters
attributed to it by law and the
Bylaws, including the appointment
and removal of directors, the
approval of the annual accounts,
the distribution of dividends, the
acquisition or disposal of core
assets and the approval of the
directors’ remuneration policy,
among others.

THE BOARD OF

DIRECTORS

The Board of Directors represents
the company and has the broadest
powers to administer it, except in
matters reserved to the General
Meeting of Shareholders. Amaong
other things, the Board approves
the strategic or business plan

and the annual management
objectives and budget and decides
general policies and strategies, as
well as the corporate governance
and responsible management
policies. It also supervises the work
of its committees and delegate
bodies: the Audit and Compliance
Committee, the Appointments

and Responsible Management
Caommittee, the Remuneration
Committee, the Risk Advisory
Committee, the Board Risk
Committee and the Bankia-BMN

Merger Monitoring and Oversight
Committee, which was dissolved in
January 2018 on conclusion of the
merger process.



BOARD OF
DIRECTORS

INDEPENDENT
DIRECTORS?

EXECUTIVE
DIRECTORS

MEETINGS
IN 2017

José Ignacio Goirigolzarri
Tellaeche
Executive chairman

José Sevilla Alvarez
CEO

Joaquin Ayuso Garcia
Lead director

Antonio Ortega Parra
Executive director

28

Francisco Javier Campo Garcia

Independent director

Eva Castillo Sanz
Independent director

Jorge Cosmen Menéndez-
Castaiedo
Independent director

José Luis Feito Higueruela
Independent director

Fernando Fernandez
Méndez de Andés
Independent director

Antonio Greio Hidalgo
Independent director

Miguel Crespo Rodriguez
Non-director secretary

Antonio Zafra Jiménez
Non-director vice secretary

In 2018, the former chairman of
BMN, Carlos Egea, joined the Board
as an executive director.

In 2017, Bankia's Board of Directors
had six committees, whose
members were appointed on

the basis of their suitability and
having regard to their knowledge,
aptitudes and experience and each
committee’s tasks.

AUDIT AND COMPLIANCE
COMMITTEE

The Audit and Compliance
Committee is responsible for
overseeing the effectiveness of
internal control, internal audit

and risk management systems,

as well as the statutory financial
reporting process. It makes
proposals to the Board of Directors
for the selection, appointment,
re-election and replacement of the
statutory auditors. It also conducts
the necessary relations with the
external auditors and examines
and supervises compliance with
governance and compliance rules,
among other responsibilities.

INDEPENDENT

NON-EXECUTIVE DIRECTORS | 4
MEETINGS
IN 2017 20

Antonio Grefio Hidalgo
Chairman

Joaquin Ayuso Garcia

Jorge Cosmen Menéndez-
Castanedo

José Luis Feito Higueruela

Miguel Crespo Rodriguez
Secretary

01. WHO WE ARE

APPOINTMENTS AND
RESPONSIBLE MANAGEMENT
COMMITTEE

This committee has general
authority to propose and report

on the appointment and removal
of directors and senior managers,
determines the competencies,
abilities, experience, diversity and
knowledge required on the Board of
Directors, and defines the functions
to be performed and the aptitudes
required of candidates to fill
vacancies.

It also assesses the time and
commitment required for directors
to be able to perform their duties
effectively, examines and organises
the succession plan for the governing
bodies and reviews the corporate
social respansibility policy.

In addition, it monitors the strategy
and practices for implementing that
policy and assesses all aspects of the
bank’s social, environmental, political
and reputational risks.

INDEPENDENT

NON-EXECUTIVE DIRECTORS? | =
MEETINGS
IN 2017 17

Joaquin Ayuso Garcia
Chairman

Francisco Javier Campo Garcia

Fernando Fernandez Méndez
de Andés

Miguel Crespo Rodriguez
Secretary

1 The independent director Alvaro Rengifo
Abbad submitted his resignation as an
independent director with effect from
17 October 2017.

2 Alvaro Rengifo Abbad submitted his
resignation as a director and therefare
as a member of the Appointments and
Responsible Management Committee
with effect from 17 October 2017.
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01.2

GOVERNING
BODIES

BANKIA HAS A WELL ESTABLISHED
GOVERNANCE STRUCTURE THAT
OPERATES EFFECTIVELY WITHIN
THE FRAMEWORK OF THE
PRINCIPLES OF GOOD CORPORATE
GOVERNANCE.

REMUNERATION COMMITTEE

The Remuneration Committee
has general authority to propose
and report on directors’ and
senior managers’ remuneration
and other terms of their cantracts
and ta review remuneration
programmes, assessing their
appropriateness and results.

It ensures transparency in
remuneration and maonitors
adherence to Bankia’s
remuneration policy.

INDEPENDENT

NON-EXECUTIVE DIRECTORS | 4
MEETINGS
IN 2017 12

Eva Castillo Sanz
Chairman

Joaquin Ayuso Garcia

Jorge Cosmen Menéndez-
Castaiiedo

Fernando Fernandez Méndez
de Andés

Miguel Crespo Rodriguez
Secretary
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RISK ADVISORY
COMMITTEE

The risk Advisory Committee
advises the Board of Directors on
the bank’s overall risk propensity
and risk strategy, oversees the asset
and liability pricing policy and
proposes risk policies to the Board
of Directors through the Internal
Capital Adequacy Assessment
Report (ICAAP Report).

It also supervises the internal risk
control and risk management
function and advises the Board
on the company’s credit risk
authority framework.

INDEPENDENT .
NON-EXECUTIVE DIRECTORS
MEETINGS

IN 2017 36

Francisco Javier Campo Garcia
Chairman

Eva Castillo Sanz

Fernando Fernandez Méndez
de Andés

Miguel Crespo Rodriguez
Secretary

BOARD RISK
COMMITTEE

The Board Risk Committee is an
executive body with responsibility
for approving risk-related decisions
within the scope of the authority

delegated by the Board of Directors.

Among other functions, it guides
and administers the exercise of
delegated authority by lower-
ranking badies, approves important
transactions, defines overall risk
limits and reports to the Board

on any risks that may affect the
bank’s solvency, recurring results,
operations or reputation.

INDEPENDENT 3
DIRECTORS

EXECUTIVE .
DIRECTOR

MEETINGS

IN 2017 36

José Sevilla Alvarez
Chairman

Francisco Javier Campo Garcia
Eva Castillo Sanz

Fernando Fernandez Méndez
de Andés

Miguel Crespo Rodriguez
Secretary

il

BANKIA-BANCO MARE NOSTRUM
MERGER MONITORING AND
OVERSIGHT COMMITTEE

This committee’s main function
was to continuously monitor and
oversee the Bankia-BMN merger,
both during the pre-merger

study and analysis phase and
subsequently as regards compliance
with legal requirements. On 25
January, once the merger deed had
been registered in the Commercial
Registry and the Bankia-BMN
merger was complete, it was
disbanded by resolution of the
company’s Board of Directors.

INDEPENDENT .
NON-EXECUTIVE DIRECTORS
MEETINGS

IN 2017 12

Joaquin Ayuso Garcia
Chairman

Francisco Javier Campo Garcia
Eva Castillo Sanz
Antonio Greio Hidalgo

Miguel Crespo Rodriguez
Secretary



BANKIA ANNUAL REPORT 2017

01.3

BOARD OF DIRECTORS
AND MANAGEMENT
COMMITTEE

MEMBERS OF BANKIA'S BOARD OF DIRECTORS
® BANKIA'S NON-DIRECTOR SECRETARY
BANKIA’S MANAGEMENT COMMITTEE

Carlos Egea was appointed executive director
on 26 January 2018.

Joaquin Canovas joined the Management
Committee on 15 December 2017.

BANKIA
BOARD OF
DIRECTORS

CHAIRMAN
JOSE IGNACIO GOIRIGOLZARRI

CEO.
JOSE SEVILLA

MEMBERS

ANTONIO ORTEGA
JOAQUIN AYUSO

FCO. JAVIER CAMPO
EVA CASTILLO

JORGE COSMEN

JOSE LUIS FEITO
FERNANDO FERNANDEZ
ANTONIO GRENO
CARLOS EGEA

SECRETARY
MIGUEL CRESPO

EVA
CASTILLO

FERNANDO FDEZ., FERNANDO CARLOS JOSE LUIS
MENDEZ DE ANDES SOBRINI EGEA FEITO
HIGUERUELA

16

[ ]
MIGUEL
CRESPO

JOSE
SEVILLA

ANTONIO
GRENO



01. WHO WE ARE

AUDIT AND APPOINTMENTS REMUNERATION  BOARD RISK CHAIRMAN
COMPLIANCE AND RESPONSIBLE ~ COMMITTEE RISK ADVISORY JOSE IGNACIO GOIRIGOLZARRI
COMMITTEE MANAGEMENT COMMITTEE COMMITTEE
COMMITTEE CHIEF EXECUTIVE OFFICER
JOSE SEVILLA
CHARMAN — _ CHAIRMAN CHAIRMAN CHAIRMAN CHAIRMAN
ANTONIO GRENO JOAQUIN AYUSO EVA CASTILLO JOSE SEVILLA FCO. JAVIER CAMPO EXECUTIVE DIRECTOR AND DIRECTOR OF
PEOPLE, ORGANISATION AND TECHNOLOGY
MEMBERS MEMBERS MEMBERS MEMBERS MEMBERS ANTONIO ORTEGA
JOSE LUIS FEITO  FCO. JAVIER CAMPO  JOAQUIN AYUSO  FERNANDO FDEZ. EVA CASTILLO |
JORGE COSMEN  FERNANDO FDEZ. JORGE COSMEN ~ FCO. JAVIER CAMPO  FERNANDO FERNANDEZ ~ DEPUTY GENERAL DIRECTOR,
JOAQUIN AYUSO FERNANDO FDEZ. EVA CASTILLO COMMUNICATION AND EXTERNAL RELATIONS
SECRETARY SECRETARY AMALIA BLANCO
SECRETARY MIGUEL CRESPO SECRETARY SECRETARY MIGUEL CRESPO

MIGUEL CRESPO

MIGUEL CRESPO

MIGUEL CRESPO

BANKIA-BANCO

MARE NOSTRUM
MERGER MONITORING
AND OVERSIGHT

DEPUTY GENERAL DIRECTOR,
RETAIL BANKING
FERNANDO SOBRINI

DEPUTY GENERAL DIRECTOR,
BUSINESS BANKING
GONZALO ALCUBILLA

DEPUTY GENERAL DIRECTOR, INVESTEES

COMMITTEE AND ASSOCIATED UNDERTAKINGS
JOAQUIN CANOVAS*

CHAIRMAN

JOAQUIN AYUSO DEPUTY GENERAL DIRECTOR,
GENERAL SECRETARIAT

MEMBERS MIGUEL CRESPO

FCO. JAVIER CAMPO
EVA CASTILLO _
ANTONIO GRENO

SECRETARY
MIGUEL CRESPO

* Appointment subject to regulatory
authorisation.

JOSE IGNACIO JOAQUIN ANTONIO
GOIRIGOLZARRI AYUSO ORTEGA
GONZALO FRANCISCO  JORGE AMALIA JOAQUIN
ALCUBILLA JAVIER COSMEN BLANCO CANOVAS
CAMPO



THE GOAL OF BANKIA'S ACTIVITY IS TO CREATE
RECURRING SUSTAINABLE VALUE IN THE LONG TERM.

Creating value is the goal that .
guides the work of all Bankia’s
business areas, based on a model

that combines a universal approach
with specialisation by segment.

Once again in 2017, the new digital
tools, such as “Soluciona Empresas”,
“Billib” and “Connect with your
Expert”, demonstrated their
importance in achieving that goal.

Creating value also requires
cleaning up the balance sheet and
complying with the regulators’
requirements, which supports
Bankia's share price.

The value creation in Bankia’'s
main business lines in 2017 was
manifested in:

Retail Banking. The Hipoteca SIN
Comisiones (“No fees mortgage”)
was launched on 11 January and
absorbed 75% of the mortgage
loans granted during the year.

The line of pre-approved loans,
available in less than a minute
through any of the bank’s channels,
was expanded to facilitate
cansumer finance. As part of the
digital transformation, the bank
launched applications such as
Bankia Online and Bankia Wallet to
assist in marketing and facilitate
transactions. The number of
account managers in the “Connect
with your Expert” programme

was doubled and the number of
customers reached nearly 600,000.

Private Banking. Bankia
maintained its focus on advice
and continued to expand its range
of investment products with an
open fund architecture that allows

it to offer custom solutions to
every need. Among the services
implemented in 2017 is the
integration of the Banca Privada
portal in Bankia Online, giving
Banca Privada clients access to a
mare integrated, user-friendly view
of their assets.

Self-employed. Besides
implementing and consolidating
the No Fees programme for these
customers, Bankia also offered the
necessary financing for their growth
and investment projects. Pre-
approved loans are available to self-
employed business owners at the
click of a button in various online
channels, as well as in the branches.

Businesses. The priority in

2017 was to create or improve
services that will help companies
sell more, control their risks
more effectively and acquire the
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necessary economic resources T/_/E ”CO/\//\/ECT W/Tll_/ YOUR

to grow. The results include

Soluciona Empresas, a comp'letely EXPERT" SER\//CE A/\/D
t customes and nocustomers TOOLS SUCH AS “SOLUCIONA
alike, which facilitates day-to-day EMPRESAS" CO/\/TR/BUTED

decision making. Another solution

introduced during the year is Billib, TO BANKIA'S VALUE

specifically for collections and

payments management, aimed GENERATION IN 201 /.
at giving companies and their
suppliers greater liquidity. In the
field of foreign trade, commercial
relations with local banks were
strengthened, so as to allow

Bankia customers to seize new - Investees. After disposing of
business opportunities in Latin nearly 500 companies, with gains
America, EMEA and Asia-Pacific. of around 1,700 million euros,

Bankia still holds a small number
Bancassurance. One of the of investees on its balance sheet,
chief objectives for 2017 was mainly linked to certain areas of
to improve sales and aftersales the bank’s business (especially
support. Both the traditional insurance, asset management
sales network and the new and technology).

channels benefited from
optimisation of the marketing
systems and simplification of
the sales process. For customers’
convenience, auto, life and health
insurance simulators were added
to the website.

Asset Management. New portals
were launched for mutual funds and
for pension plans. The new portals
are accessible from any device and
offer simple, intuitive browsing. In
response to the commitment to
socially responsible investment,
2017 saw the launch of the Bankia
Futuro Sostenible fund, which
invests in companies that contribute
actively to the UN’s Sustainable
Development Goals.

Real Estate Assets. To optimise
the divestment programme,
Bankia implemented a new
application that serves to
improve sales processes and
monitor all the actions taken

in respect of each asset, makes
more information available

to customers and simplifies
processes in the branches.
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IN 2017 BANKIA ENDED A RESTRUCTURING PHASE.
NOW IT IS IN'/A GOOD STARTING POSITION TO
MEET THE REGULATORY, TECHNOLOGICAL AND
ECONOMIC CHALLENGES TO COME.

2018 sees the start of a new Bankia.
Having concluded the restructuring
plan imposed by Brussels in 2012
and the merger with BMN, the bank
is in a very comfortable position to
face the challenges to come.

This year the financial sector will
experience a “reqgulatory tsunami”,
as MIFID II, the Payment Services
Directive and the General Data
Protection Regulation all come
into effect. The first two of these
will affect business models and
customer relationships.

Banks will also be waiting to see
whether there is a rise in interest
rates, which would lead to an
improvement in margins, and will
be watching closely for any changes
in the industry as a result of future
corporate transactions.

Against this background, Bankia
has presented a new three-

year strategic plan, in which it
proposes to increase profitability
by leveraging digitisation, asset
quality improvement and a good
positioning that will allow it to
boost revenue through sales of
high value added products.

Its aim is to become the best
bank in Spain: the most profitable,
the most efficient and the most
solvent, with more satisfied
customers, @ more committed
team and increased recognition
from society.

With that aim, the bank has set
itself the target of increasing
ROE from 6.7% to 10.8% by
2020, bringing the efficiency
ratio down from 51.2% at the
end of 2017 to below 47%,
and having a fully loaded CET1
ratio of approximately 12%.

Completing the 2018-2020
Strategic Plan will allow Bankia to
obtain a net attributable profit of
1,300 million euros, 62% more
thanin 2017.

It will also enable Bankia to achieve
an ordinary dividend payout ratio
of 45%-50% and to return surplus
capital above the 12% CET1 FL
level, resulting in estimated total
shareholder remuneration of more
than 2,500 million euros.

The macroeconomic projections

for the period 2018-2020 support
the achievement of these targets,
as they indicate more than 2%

GDP growth and the creation of 1.1
million jobs during the three-year
period, as well as a 0.73% rise in
the Euribor and 2% growth in credit.
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BANKIA WILL EXECUTE

[TS STRATEGIC PLAN IN A
FAVOURABLE MACROECONOMIC
ENVIRONMENT, WITH ESTIMATED
GDP GROWTH ABOVE 2%.

GOAL:

TO MAKE BANKIA THE
BEST BANK IN SPAIN
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BUSINESS MODEL

AND STRUCTURE

BANKIA OPERATES THROUGHOUT
SPAIN, WITH A FOCUS ON RETAIL AND

BUSINESS BANKING.

Bankia’s business is divided into
six broad areas: Retail Banking,

Business Banking, Bancassurance,

Asset Management, Real Estate
Assets and Investees.

At year-end, the bank had 1,709
retail branches, added to which
were 697 branches of BMN,
giving the bank a retail branch
market share of 8.78% at the
end of September.

Insurance premiums written in
2017 were 116.2 million euros
(79.2 million Bankia and

37 million BMN).

Bankia had a market share of
9.52% in household deposits
(11.38% including BMN) and
5.8% in mutual funds (6.38%
after the merger with BMN).

The share of credit to households
was 9.72% at the end of December
2017 (11.92% with BMN).

And the share of personal pension
plans was 7.03% (increasing to
8.17% if BMN is included).

As of September 2017, the share
of card revenue was 9.41% and the
share of risk insurance, 4.48%.

At 31 December, Bankia had an
installed base of 5,016 ATMs, plus
the 1,070 from the BMN network.

Following the merger with BMN,
Bankia is the fourth largest player in
the Spanish financial sector. With
7.9 million customers, it is the market
leader in six of Spain’s regions, which
together account for 38% of the
country’s GDP: Madrid, Valencian
Community, Balearic Islands, Region
of Murcia, La Rioja and Canary Islands.
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> 14% MARKET SHARE

7% - 14% MARKET SHARE

< 7% MARKET SHARE

* Data 3Q 2017.

6.39% | 9.72% | 9.52% |9.41%

Retail branches* Credit to households Household deposits Card turnover*

a @

4.48% | 7.03% | 5.80%

Risk insurance* Individual pension Mutual funds
plans

* Data for September 2017. Source: Banco de Espafia.
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PHYSICAL
BRANCHES

NO. OF RETAIL BRANCHES

NO. OF FULL-SERVICE BRANCHES (TRADITIONAL)

NO. OF PERIMETER BRANCHES

NO. OF AGILE BRANCHES

NO. OF PLUS+ BRANCHES (ADVICE)

NO. OF RECOVERY CENTRES (SPECIALISED IN ARREARS)

NO. OF DEVELOPER BRANCHES

NO. OF BUSINESS BANKING BRANCHES

NO. OF BUSINESS CENTRES

NO. OF CORPORATE BANKING BRANCHES

NO. OF PRIVATE BANKING BRANCHES

1,166

330
129

46

35

3

61

2
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MULTICHANNEL CUSTOMERS
OFICINA INTERNET USERS

OFICINA INTERNET FOR BUSINESSES USERS
OFICINA MOVIL USERS

“CONNECT WITH YOUR EXPERT” USERS

“+VALOR” BRANCHES

@®e

5,016 | 1,902 | 3,299

ATMs ATMs with NFC Adapted ATMs
technology (audio system)

149 82% | 581

New ATMs installed ATMs renewed ATMs in low
in 2017 since 2013 population areas
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PERCENT OF MUNICIPALITIES WITH
A BANKIA BRANCH

DISTRIBUTION OF RETAIL BRANCHES
BY POPULATION CENTRE

< 2,000 inhabitants 4.73%
<=5,000 inhabitants 5.21%
<=10,000 inhabitants 7.06%
<= 20,000 inhabitants 5.80%
<=50,000 inhabitants 11.43%
<=100,000 inhabitants 11.67%
<=500,000 inhabitants 22.68%
> 500,000 inhabitants 31.42%
TOTAL GENERAL 100%




MOBILE BRANCHES
(“OFIBUSES”)

=3

11

NO. OF OFIBUSES

CASTILLA Y LEON

NO. OF OFIBUSES 5
MUNICIPALITIES
SERVED 162

CASTILLA LA MANCHA

NO. OF OFIBUSES 1
MUNICIPALITIES
SERVED 13

VALENCIAN
COMMUNITY

NO. OF OFIBUSES 2
MUNICIPALITIES
SERVED 69

COMMUNITY
OF MADRID

NO. OF OFIBUSES 1
MUNICIPALITIES
SERVED 37

LA RIOJA

NO. OF OFIBUSES 2
MUNICIPALITIES
SERVED 56

337

Municipalities
served

284

No. of branches
in low population
areas
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RESPONSIBLE

CMIMENT‘

THE RESPONSIBLE MANAGEMENT POLICY IS THE
FRAMEWORK THAT SUSTAINS THE BANK'S CORPORATE
SOCIAL RESPONSIBILITY AND A FUNDAMENTAL PILLAR
OF ITS RESPONSIBLE MANAGEMENT STRATEGY.

OUR COMMITMENT

AND CHALLENGES
FOR THE FUTURE

GRI 102-42
GRI 102-43

In February 2016, Bankia’s Board
of Directors approved the 2016-
2018 Responsible Management

Plan, which implements the bank’s

responsible management policy.

The plan takes into account both

hierarchy based on two variables:

capacity to influence the bank’s
activity and decision making;
and degree of interdependence
with Bankia.

The two pillars of the
Responsible Management Plan
are stakeholder listening and
dialogue, on the one hand,
and continuous supervision
and assessment of the actions
envisaged in the plan, on

the other.

The plan includes a number of
annual projects and targets,

| GRI 102-44

Bankia’s main lines of wark
in 2017 and the degree of
achievement of each project
are follows:

the bank’s strategy and the opinion
of its various stakeholders. Initially,
the stakeholders were identified
through internal consultation with
the members of the Responsible
Management Committee and were
then prioritised according to a

which are monitored via a
dashboard that is updated and
reported to the Responsible
Management Committee every
quarter and to the Board of
Directors every six months.
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| GRI 102-44

Foster a culture of transparency and
integrity that protects the interests
of all stakeholders.

PREPARE AN ACTION PLAN BASED ON THE SUGGESTIONS

ARISING FROM THE BOARD ASSESSMENT

DEVELOP THE EXTRA-FINANCIAL RISK MAP

Honest relationships that match
customers’ real needs. In Bankia the
customer is the greatest asset, so
offering the customer high levels
of professionalism and high quality
service is a core objective.

DEVELOP A PROCEDURE TO ENSURE ADHERENCE
THE RESPONSIBLE MARKETING RULES IN THE
CONDUCT OF CAMPAIGNS

IMPROVE THE CUSTOMER EXPERIENCE IN TERMS
OF SIMPLICITY, PROXIMITY AND TRANSPARENCY

Work and move forward under a
common project, where a culture
of responsible management
permeates every aspect of the
business and success for Bankia
means success for everybody.

INCREASE THE NUMBER OF WOMEN
IN SENIOR MANAGEMENT POSTS

INCREASE EMPLOVYEE INVOLVEMENT IN PROCESS
IMPROVEMENT AND STAKEHOLDER RELATIONS
BY 4% COMPARED TO 2016

Listen to, identify and support the
real needs of the environment. The
Bank will work to ensure that growth
is positive and sustainable for all
parties involved.

INCREASE THE VOLUME OF ASSETS
MANAGED UNDER ESG CRITERIA

MEASURE AND DISCLOSE THE SOCIAL AND
ECONOMIC IMPACT OF THE BANK’S ACTIVITY

INCREASE SOCIAL INVESTMENT AND
THE NUMBER OF BENEFICIARIES

Extend the responsible management
commitment to the supply chain.
Bankia works closely with suppliers
to apply best ethical, social and
environmental practices and build
lasting relationships.

REDUCE THE PAYMENT PERIOD TO
SUPPLIERS TO LESS THAN 30 DAYS

IMPROVE OVERALL SUPPLIER
SATISFACTION

Respect the environment and assume
responsibility for any impacts arising

from the bank’s activity. Work to reduce

the bank’s environmental footprint and
promote responsible attitudes among
emplayees, suppliers and customers.

APPROVE THE ECO-EFFICIENCY AND
CLIMATE CHANGE PLAN

RENEW THE 1SO 14001:2015 ENVIRONMENTAL
CERTIFICATION OF THE BANK’S BUILDINGS

SOURCE 100% OF ELECTRICITY
FROM RENEWABLE SOURCES

TARGET MET
TARGET IN PROGRESS
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RESPONSIBILITY,
SUPERVISION AND
ASSESSMENT

| GRI 102-42

Ultimate respaonsibility for Bankia’s
corporate social responsibility rests
with the Board of Directors.

In December 2015 the remit of

the Appointments Committee was
extended to include the management
of responsible management policy
and the committee’s name was
changed to that of Appointments

and Responsible Management
Committee.

Since October 2017 this committee
has been made up of three

independent directors and one of its
several functions is to review and
assess the Bank’s corporate social
responsibility policy and practices.
It is also responsible for overseeing
the bank’s relations with the
different stakeholder groups.

On the other hand, all of Bankia’s
responsible management
initiatives and projects are driven
by the Responsible Management
Caommittee, which was created in
December 2014. This committee
meets in ordinary session every
three months and is made up of
senior managers of the bank’s
various units, who relate directly
with stakeholders.

The committee is chaired by

the Deputy General Director of
Cammunication and External
Relations. The post of Secretary is
held by the Director of Corporate
Social Responsibility, who is
responsible for researching,
propasing, coordinating and
driving internal debate on Bankia’s
responsible management.

The matters dealt with by this
committee in 2017 include the
approval of the eco-efficiency and
climate change plan, the quarterly
monitoring of the 2016-2018
Responsible Management Plan via
its dashboard and the review of the
updates to the Reputational Risk
Policies and Procedures Manual.



RETAIL SERVICES AND
CUSTOMERS PROCUREMENT
AND SMES
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BANKIA AS AN AGENT THAT ADDS
VALUE TO ITS ENVIRONMENT

In August 2017, with the aim of giving visibility to
the positive impacts of the bank’s activity, Bankia
conducted its first Socioeconomic Impact Study,
using data for year-end 2016. This study shows
the value Bankia has contributed to the Spanish
economy through its activity.

The study shows the nature and extent of
Bankia’s activity as a financial institution and the
contribution it makes by creating jobs, paying
taxes and using suppliers. It also reports on the
contribution made through the bank’s social
action for the transformation and development of
society and the well-being of beneficiaries.

Drawing attention to Bankia’s contribution

helps to give importance to the impact it has on
society through its activity, thus responding to its
stakeholders’ main concerns and expectations.

In 2018, Bankia plans to take part in the Social
Impact Cluster promoted by the association
Forética. This initiative will help identify and
convey to companies the main trends and projects
relating to the creation of value for society and
foster collaboration with public bodies and
opinion leaders aimed at showing society how
companies can have a positive impact in Spain.

LAST YEAR BANKIA
CARRIED OUT ITS
FIRST SOCIOECONOMIC
IMPACT STUDY USING
YEAR-END 2016 DATA.




ACTIVE LISTENING
INORDER TO
IMPROVE

GRI 102-42
GRI 102-43
GRI 102-44
GRI 102-46

In 2017 Bankia carried out a
materiality analysis to identify
the main issues for the bank’s
responsible management through
active listening to internal and
external stakeholders.

| GRI 102-15

First, a number of issues with
significant economic, environmental
and social impact were identified
using various sources, including
Bankia's reputational risk

map, as well as international
sustainability benchmarks, such as

the Global Reporting Initiative,
the Sustainability Accounting
Standards Board and the Dow
Jones Sustainability Index (DJSI).

Based on the issues identified,
Bankia engaged in a wide-
ranging consultation with its
stakeholders through various
channels (including in-depth
telephone and face-to-face
interviews, debates and online
surveys), which allowed it to
prioritise the issues.

The external point of view
indicates the influence each issue
has on stakeholders’ decisions and
opinions in relation to Bankia.

The study involved more than
2,500 consultations of external
stakeholders, which included 40
in-depth telephone interviews,
2,372 custamer responses through
Bankia’s Opinator channel and

two debate sessions (one with
minority shareholders and one
with retail customers).

01. WHO WE ARE

The internal point of view, on the
other hand, reflects the importance
each issue has for the business,

in terms of the achievement of
objectives and the strengthening
of stakeholders’ trust; in other
words, the effect each issue has on
the organisation’s ability to create
value for itself.

In order to obtain the necessary
information, more than 90
consultations were carried out
with professionals in the bank,
including 76 online consultations
of members of the Responsible
Management Committee and
senior managers of Bankia and
three debate sessions with
employees (one online in Valencia
and two face-to-face in Madrid).
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The main change in the materiality
matrix for 2017 is the inclusion of
the risk variable, which serves to
gauge the level of tolerance and
trust and the attitudes stakeholders
would have if events were to

occur that disappointed their
expectations, so as to be able to
improve the bank’s management
before any such events can occur.

GRI 102-40
GRI 102-43
GRI 102-44

Based on the results of the
materiality analysis, the issues

that both the external stakeholders
(shareholders and investors,
customers, suppliers and society

as a whole) and the internal
stakeholders (employees) consider
most important are those that have
to do with generating economic

strength, the manner in which
business relations are established,
and honest behaviour by the bank’s
people, as well as issues relating to
the business’s proper technological
development. Issues of corporate
governance, responsible marketing,
solvency, ethics, and innovation and
multichannel marketing have been
found to be especially relevant.
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GRI 102-44
GRI 102-46
GRI 102-47
N
Priority HIGH
of issues Responsible
for the IMPORTANCE marketing
business Corporate
governance
MEDIUM Contribution .
IMPORTANCE to society Ethics
Innovation and
multichannel marketing . Solvency
Talent
management
Asset quality Products that . Transparency
management have a positive
impact .
Information _
Low ervomenit < @ e
IMPORTANCE of risks in the

environment

Responsible
purchasing

Accessibility and
financial inclusion

Management of
indirect environmental
and social impacts

v

Priority of issues
for stakeholders

Influence on stakeholders’
decisions and opinions in
relation to Bankia

RANKING OF MATERIAL ISSUES

(based on importance for Bankia and for stakeholders)

RESPONSIBLE MARKETING

CORPORATE GOVERNANCE

SOLVENCY

ETHICS

CONTRIBUTION TO SOCIETY

TALENT MANAGEMENT

TRANSPARENCY

INNOVATION AND MULTICHANNEL MARKETING
DATA SECURITY

FUNDING STRUCTURE

PRODUCTS THAT HAVE A POSITIVE IMPACT
ASSET QUALITY MANAGEMENT
ENVIRONMENTAL MANAGEMENT
ACCESSIBILITY AND FINANCIAL INCLUSION
MANAGEMENT OF RISKS IN THE ENVIRONMENT

MANAGEMENT OF INDIRECT ENVIRONMENTAL
AND SOCIAL IMPACTS

RESPONSIBLE PURCHASING

RISK LEVEL @

@ ox

MEDIUM

Low

(1) The risk level represented is explained
by the stakeholders’ reaction or attitude
towards Bankia if the bank disappoints
their expectations on each issue.
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CHANNELS OF
DIALOGUE

Bankia maintains ongoing

it gives account of its day-to-day The bank is aware that all the
activities and events.

communications it issues have
an impact on all the agents

Given that written communication with whom it has relations and
| GRI 102-43 plays a key role in shaping the
stakeholders’ experience of the
bank, in 2017 Bankia started a

s0 is working to make those
cammunications simpler and
easier to understand.

communication with its stakeholders  project to make the messages it

through different channels, in which  conveys clearer.

CONTINUOUS DIALOGUE PERIODIC DIALOGUE

 LETTERS AND E-MAILS TO THE CHAIRMAN

O « CUSTOMER SERVICE
% « SOCIAL NETWORKS - CORPORATE WEBSITES
« CONFIDENTIAL WHISTLEBLOWING CHANNEL
CUSTOMERS

« COMMERCIAL NETWORK
/ﬁ « SHAREHOLDER’S OFFICE
ol - CORPORATE WEBSITES
SHAREHOLDERS

AND
INVESTORS

» PEOPLE MANAGERS
®\' « INTRANET
& « ONLINE FORUMS
F@ « HR PEOPLE LINE
EMPLOYEES - CORPORATE WEBSITES
« CONFIDENTIAL WHISTLEBLOWING CHANNEL

« SUPPLIER PORTAL

aD « SUPPLIER SERVICE CENTRE
'o=0 « SPECIALISED STRATEGIC SUPPLIER MANAGER
SUPPLIERS - CORPORATE WEBSITES

« CONFIDENTIAL WHISTLEBLOWING CHANNEL

« COMMERCIAL NETWORK

@ « CSR MAILBOX
\ « VOLUNTEERS’ PORTAL
SOCIETY « SOCIAL MEDIA

- CORPORATE WEBSITES

« E-MAILS FROM THE CHAIRMAN
000

o

GOVERNING
BODIES

« SPECIFIC SEMINARS AND EVENT DAYS

« GENERAL MEETING OF SHAREHOLDERS

« ROAD SHOWS

« INTERNATIONAL CONFERENCES

« SHAREHOLDER AND INVESTOR INFORMATION SERVICE

« FOCUS GROUPS
« “BANKIA ONLINE” MAGAZINE
« “BANKIA EN 30 SEGUNDOS” (BANKIA IN 30 SECONDS)

WEEKLY NEWSLETTER

« SEMINARS AND EVENT DAYS

« SATISFACTION SURVEYS

« “BANKIA ACTUALIDAD” (BANKIA NEWS) MONTHLY

NEWSLETTER

« DIRECTORS’ BLOG ON CSR
« INTERNAL AND EXTERNAL WORK DAYS
« MEETINGS WITH EMPLOYEES



Network Spain
WE SUPPORT

GLOBAL COMPACT
AND CONTRIBUTION

TO SDG

Bankia is a member of the UN
Global Compact and undertakes

to respect its Ten Principles, which
include fundamental principles on
human rights, labour standards, the
environment and anti-corruption.

Also, following the approval of the
UN’s Sustainable Development Goals
(SDGs) in September 2015, Bankia

PRINCIPLES OF THE SPANISH NETWORK

OF THE GLOBAL COMPACT

SUPPORT AND RESPECT THE
PROTECTION OF HUMAN RIGHTS

NOT BE COMPLICIT IN HUMAN
RIGHTS ABUSES

SUPPORT FREEDOM OF ASSOCIATION
AND COLLECTIVE BARGAINING

undertook to contribute positively to
the achieverment of the 2030 Agenda
for Sustainable Development.

To do that, the bank has integrated
the SDGs in the lines of action set
outin the 2016—2018 Responsible
Management Plan. The purpose of
incorporating the SDGs in Bankia’s
sustainability strategy is not only to
reduce or eliminate the less beneficial
impacts of the bank’s activity but
also to have a positive impact on
stakeholders and society as a whole,
again with the support of the Ten
Principles of the Global Compact. The

01. WHO WE ARE

bank accepts the role — which it shares
with the whole of the business sector
—of driving wealth generation and
economic and social development.

The SDGs give Bankia a frame of
reference that serves as a guide for
the sustainable conduct of its activity.
The current challenge is to continue to
work towards those goals in order to
help meet the targets.

Bankia has identified the goals over
which it has some influence through
its activity and through its social action
projects and initiatives.

LABOUR STANDARDS

FIGHT AGAINST CORRUPTION

CODE OF ETHICS AND CONDUCT (P. 106)
2016-2018 RESPONSIBLE MANAGEMENT PLAN (P. 28)

CODE OF ETHICS AND CONDUCT (P. 106)
2016-2018 RESPONSIBLE MANAGEMENT PLAN (P. 28)

CODE OF ETHICS AND CONDUCT (P. 106)

SUPPORT THE ELIMINATION OF ALL FORMS
OF FORCED AND COMPULSORY LABOUR

SUPPORT THE EFFECTIVE ABOLITION
OF CHILD LABOUR

SUPPORT THE ABOLITION
OF DISCRIMINATION

MAINTAIN A PRECAUTIONARY APPROACH
TO ENVIRONMENTAL CHALLENGES

UNDERTAKE INITIATIVES TO PROMOTE
GREATER ENVIRONMENTAL RESPONSIBILITY

ENCOURAGE THE DEVELOPMENT AND DIFFUSION OF
ENVIRONMENTALLY FRIENDLY TECHNOLOGIES

WORK AGAINST CORRUPTION
IN ALL ITS FORMS

CODE OF ETHICS AND CONDUCT (P. 106)

CODE OF ETHICS AND CONDUCT (P. 106)

CODE OF ETHICS AND CONDUCT (P. 106)

CODE OF ETHICS AND CONDUCT (P. 106)

2016-2018 RESPONSIBLE MANAGEMENT PLAN (P. 28)

SOCIALLY RESPONSIBLE INVESTMENT (P. 152)

2017-2020 ECO-EFFICIENCY AND CLIMATE CHANGE PLAN (P. 181)
ENVIRONMENTAL RISK (P. 204)

CODE OF ETHICS AND CONDUCT (P. 106)
2016-2018 RESPONSIBLE MANAGEMENT PLAN (P. 28)
INTERNAL CONTROL AND COMPLIANCE (P. 110)

ENVIRONMENT

HUMAN RIGHTS
1 ‘ HUMAN RIGHTS (P. 42)
2 ‘ HUMAN RIGHTS (P. 42)
3 | HUMAN RIGHTS (P. 42)
4 ‘ HUMAN RIGHTS (P. 42)

PEOPLE (P. 60)

5 | HUMAN RIGHTS (P. 42)
6 | HUMAN RIGHTS (P. 42)
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Collaboration with bodies and - Support for associations, foundations 05.1 Society

entities to improve people’s lives and NGOs
- Social rent and affordable housing

Commitment to institutions and - Corporate volunteering 05.1 Society
bodies to ensure that people with - Support for associations, foundations
difficulties have access to basic food and NGOs
Promotion of healthy living - Employee benefits 01.11 People
and universal well-being at - Occupational risk prevention
work and in society o .
- Red Solidaria 05.1 Society
- Support for associations, foundations
and NGOs
Universal access to quality - Training of professionals 01.11 People
education that favours
professional development - Dual education and vocational training  05.1 Saciety
and employability - Financial education
Commitment to equal - Talent management 01.11 People
opportunities and - Training of professionals
non-discrimination in - Workforce profile
professional development
and training




Provision of optimal working
conditions based on collective
bargaining, support for quality
employability of vulnerable groups
and promotion of entrepreneurship
for economic and social development

Provide employees and
customers with access to
resources and financing to
enable sustainable investment
in infrastructure and technology

Reduce inequality through inclusive,
practical education that facilitates
employability and access to living
conditions on equal terms and
promote knowledge of products and
services so that people may choose
the best way to relate to their bank

Provide products and services
that use resources more
efficiently and reduce pollution

Commitment to sustainable financing
and responsible consumption,

so as to achieve a balance

between business activity and the
environment we live in, enhance
competitiveness and differentiate
ourselves from competitors

Find solutions to make

the bank’s activity

more sustainable and
environmentally responsible
and to combat climate change

Build an honest and responsible
company in which compliance with
the law and business development
are perfectly aligned

Collaborate with initiatives and
bodies with shared values to
promote sustainability of the
activity and proper development
of the environment and society

01. WHO WE ARE

- Human rights
- Employment conditions

- Integration of people with disabilities
- Dual education and vocational training
- Employment

- Supplier approval process
- Supplier profile

01.7 Responsible commitment
01.11 People
05.1 Society

05.2 Suppliers

- Technology
- Innovation Observatory

- Financing for self-employed business
owners, micro-enterprises, SMEs and
corporates

- Soluciona Empresas

- Corporate Banking and Capital Markets

01.8 Innovation

04.3 Business Banking

- Dual education and vocational training
- Integration of people with disabilities
- Red Solidaria

- Financial education

05.1 Society

05.1 Society

- Socially and environmentally-oriented
products

04.2 Retail Banking

- Socially and environmentally-oriented
products

- Socially responsible investment
- Social and environmental risk

- Financing of controversial industries

04.2 Retail Banking

04.6 Asset Management
06.2 Risk Profile

06.3 Policy on the financing of
controversial activities

- Socially and environmentally-oriented
products

- Socially responsible investment

- Eco-Efficiency and 2017-2020
Climate Change Plan

04.2 Retail Banking

04.6 Asset Management

05.4 Environment

- Code of Ethics and Conduct

- Criminal risk prevention

- Prevention of money laundering and
the financing of terrorism

- Tax policy

03.4 Corporate integrity

03.5 Internal control and compliance

- Advocacy groups and lobbies

- Support for associations, foundations
and NGOs

01.7 Responsible commitment

05.1 Society
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PRESENCE IN
SUSTAINABILITY
INDICES

Non-financial information is
becoming increasingly important
to analysts and investors, as well
as to reqgulators and the general

public. It is therefore very important

for them to know the assessment
of Bankia’s environmental, social
and governance performance,
which is recognised through the
bank’s inclusion in some of the
world’s leading sustainability
indices. For example, Bankia is a
constituent of the DJSI, FTSE4Good
and CDP indices.

MEMBER OF

Dow Jones
Sustainability Indices

In Collaboration with RobecoSAM @

Bankia was first included in the DJSI
in 2016. This index recognises the
bank as one of the most sustainable
companies on the international
scene. Worldwide, only 28 banks
(11 of which are European and
three Spanish) are included in this
index, which assesses companies’
economic, environmental and social
performance.

BANKIA' IS ONE OF THE 1172
COMPANIES WORLDWIDE INCLUDED
IN THE CLIMATE “A LIST”.

FTSE4Good

The FTSE4Good Index is an
internationally recognised index, in
which Bankia was included for the
first time in 2016. It is designed to
encourage investment in companies
that manage their businesses in
accordance with ESG (environmental,
social and governance) criteria and
are the most widely recognised for
their sustainability (understood as
Corporate Sacial Responsibility) at
world level.

CLIMATE

Bankia was recognised in the
CDP Europe Awards 2017,
obtaining the highest score in
the CDP Climate Change analysis,
which assesses the participating
companies’ performance in
environmental and climate
change matters. Only 112
companies in the world belong to
the Climate A List, and Bankia is
one of them.



MEMBERSHIP OF ADVOCACY
GROUPS AND LOBBIES

Bankia supplements its efforts to grow and strengthen the financial sector, the business sector and the
economy as a whole by collaborating with the industry institutions, trade associations and business
organisations of which it is a member.

These organisations are meeting points and forums of debate, where working groups are formed in which
companies, the government and the third sector share knowledge, experience and good practices. They
provide a means for Bankia to make itself more visible in the business environment and defend the interests
of the industry, its own interests and the interests of its stakeholders in matters such as:

« Amendments and adaptations to laws and regulations.

« Improvement of competitiveness.

« Identification and diffusion of good practices in economic, environmental, social and governance matters.
« Participation in training programmes.

« Social commitment.

Bankia is a member of, among others, the Spanish network of the Global Compact, Cecabank, the Spanish
employers confederation CEOE, the Spanish Chamber of Commerce, Spainsif (Spanish forum for responsible
investing) and Forética. The bank contributes almost 835,000 euros to these business initiatives through its
membership dues, which are the only financial contribution it makes.

Bankia does not make contributions to political parties because, although it operates only in Spain and such
contributions are prohibited by the Spanish law on the funding of political parties, the bank’s Code of Ethics
and Conduct expressly states that “on no account may donations be made to political parties or trade unions
or their representatives”. In 2017 the bank registered in the EU’s Transparency Register, to which it publicly
discloses its participation in any associations or institutions which by their nature and activity have influence
within Spain or at European Union level.

- | €835,000
Contributions to business
initiatives through

membership dues




BANKIA ANNUAL REPORT 2017

01.7

RESPONSIBLE
COMMITMENT

HUMAN
RIGHTS

At 31 December 2017, Bankia

has 6.6 million customers (not
including BMN), to whom it
provides a wide range of financing
and investment products and
services. At year-end, 13,122
people worked in Bankia. The bank
carries on its activity with the
support of the services provided
by 712 active approved suppliers,
which supply all the goods and
services needed for its activity.

Given the scale of Bankia’s
presence in society and the
influence it has, directly and
indirectly, on the behaviour

of the individuals, groups,
companies and arganisations
with which it has relations, the
bank accepts the importance
of being publicly committed
to principles and initiatives

in favour of respect for and
compliance with human rights.

Bankia states this commitment
in its Code of Ethics and
Conduct and implements it in
the Memorandum of Respect

for and Compliance with Human
Rights, approved by the Board of
Directors in October 2016. The
commitment is based on the
United Nations Guiding Principles
on Business and Human Rights,
the obligation of States to protect
against violations of those rights,
the responsibility of companies
to respect them and the need

to provide victims with the
necessary mechanisms to remedy
possible infringements.

Furthermaore, by incorporating its
responsibility in this matter in its
strategy through lines of action

CODE OF ETHICS MEMBERSHIP MEMORANDUM OF
AND CONDUCT OF THE GLOBAL RESPECT FOR AND
COMPACT COMPLIANCE WITH

HUMAN RIGHTS



of the 2016-2018 Responsible
Management Plan, Bankia acts an
the undertaking to apply the UN
Guiding Principles on Business
and Human Rights, which are
established in the National
Action Plan on Business and
Human Rights.

In this context, Bankia acts as:

EMPLOYER

Bankia's employment policies are
governed by applicable Spanish
law. Employees’ employment
conditions are set out in the
Collective Agreement for Savings
Banks and Financial Institutions
for the period 2015-2018 and
the trade unions participate very
actively in collective bargaining
over all labour agreements.

| GRI 102-41

100% of the bank’s staff are
protected by the employment
conditions established by the
Collective Agreement.

The bank respects freedom of
association and social dialogue. In
the workforce there are 400 union
delegates elected at the last
union elections held in Bankia in
2014. The next elections will be
held in 2018.

In 2017, unionised employees
spent 40,185 hours on union
activities.

The Collective Agreement that
covers Bankia’s employees and
the bank’s employment policies
guarantee non-discriminatory
treatment and homogeneous
working conditions for all
employees, regardless of their
gender, age, race, religion, sexual
orientation, marital status ar
social condition.
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BANKIA'S COLLECTIVE
AGREEMENT ENSURES NON-
DISCRIMINATORY TREATMENT
AND HOMOGENEOUS CONDITIONS
FOR ALLITS EMPLOYEES.

PROVIDER OF PRODUCTS
AND SERVICES

- Data protection. Bankia preserves
and safequards the privacy
of customer data not only by
preventing its use for marketing
purpases but also by ensuring
that all the necessary measures
are adopted to avoid data leaks
and prevent customers’ financial
information from being used
without autharisation. Beyond
the requirements of data
protection regulation, protecting
its customers’ information is for
Bankia an ethical obligation.

The protection of customers’
privacy can also have adverse
effects, especially in relation

to fraud, maney laundering

and other criminal activities.
Bankia has a comprehensive
organisational model for the
prevention, management and
control of criminal liability risks
and a set of binding rules and
procedures to prevent money
laundering and the financing of
terrorism.

Relations with customers. The
bank does not apply any criterion
that might entail discrimination
against any person or group

on the grounds of gender, age,
race, religion, sexual orientation,
marital status, social condition or
place of residence.

To help customers and non-
customers make informed
decisions about their daily
finances, Bankia has undertaken
various financial education
initiatives to facilitate an
understanding of the products
and services it offers. Simple,
practical content is provided
to help anyone who is unsure
or uninformed about financial
matters to get to know the
financial world, so as to make
better financial decisions.

The bank also offers the
possibility of purchasing
financial products and services
through a wide range of face-to-
face and remote channels that
give the general public better
access to banking services.

In addition, Bankia has a
Responsible Marketing Code,
which is public and which sets
out its promise to customers to
meet their real needs and create
lasting ties.

Bankia’s Customer Service
Department enables any
customer of the bank to

lodge any complaint, claim or
suggestion they see fit regarding
any infringement of their basic
rights as a person and as a
consumer.
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RESPONSIBLE

COMMITMENT

« Serving customers with products

that have a positive social and

environmental impact. In its banking
activity Bankia shows respect for
and commitment to human rights

by including in its catalogue a
set of products with social and

environmental purposes, which allow
vulnerable or disadvantaged groups
and customers with environmental

concerns to benefit from the

favourable terms offered by the bank.

« Control to mitigate social and

environmental impacts in
lending activity. Bankia has

a policy on the financing of
controversial industries that
restricts investment in, and
lending to, borrowers that fail
to respect human rights.

In the General Statement of
Credit Risk Policies, Methods
and Procedures, updated

NGO
programme |

Crop and livestock
insurance

44

Sustainable

loan

with the Board of Directors’
approval in December 2017,
Bankia establishes criteria for
environmental and social risk.
The environmental impact of
the business activity must be
taken into account, especially
in high-impact industries
(energy, chemicals, etc.), and

companies are required to comply

with environmental laws and
regulations.

@ &

Bankia Futuro

Sostenible mutual fund

Insurance for
solar photovoltaic
plants

©

Medical
insurance



For investment projects,
compliance with the Equator
Principles is taken into
consideration and priority is given
to projects with reduced impact
or that have action plans to
mitigate any undesired social or
environmental consequences.

CONTRACTOR

« Supply chain. Bankia has 712
active approved suppliers and its
procurement volume amounts
to 649 million euros. The
bank has established supplier
management rules to stimulate,
promote and ensure respect for
human rights. The Purchasing
Policy, approved by the Board
of Directors in February 2016,
is designed to establish the
framework for collaboration
between the bank and its
suppliers in accordance with
Bankia’s values, so as to achieve
the bank’s strategic plans.

Through this palicy, Bankia
makes it a requirement that
suppliers comply with the laws
and regulations of the countries
in which they operate and gives
special consideration to their
adoption of the principles of the
Global Compact, the Universal
Declaration of Human Rights and
the fundamental conventions

of the International Labour
Qrganization.

The supplier approval process
includes an assessment of
social, environmental and
governance aspects. Questions
related to corporate social
responsibility, human rights
and the environment account
for 33% of the total score. The
weight assigned to compliance
with human rights is reviewed at
reqular intervals.
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BANKIA SUPPORTS THE INTEGRATION OF
DISABLED PERSONS IN SOCIETY AND IN
EMPLOYMENT THROUGH EMPLOYMENT
AND EDUCATIONAL PROGRAMMIES.

SOCIAL AGENT

The strategic focus of Bankia’s social
action is on the areas of housing
and new paverty, emplaoyment and
training, local development and
disability. These areas directly affect

Bankia has adopted the Code

of Good Practices introduced by
Royal Decree Law 6/201¢2 of 9
March on urgent measures to
protect mortgage debtors without
resources and also takes voluntary
measures to resolve the situation

the human rights of the environment  of families in situations of
in which Bankia carries on its activity  vulnerability who find themselves
and in which it works to foster access at risk of losing their homes.

to decent housing and employment,
the social integration of vulnerable
groups and the eradication of
poverty and social inequality.

Specifically, Bankia allocates homes
at social rents to individuals and
families in situations of vulnerability.
It also helps people find work and
improve their employability through
training initiatives.

The bank delivers its social aid

with the support of local social
entities working mainly in the areas
of employment, diversity, ageing
and care.

It alsa supports the integration of
disabled persons in society and in
employment through employment

promotion and educational schemes.

712

Number of
active approved
suppliers
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INNOVATION

BANKIA AIMS TO LEAD THE WAY AND BE
AN INNOVATIVE BANK, BOTH WITHIN ITS

ORGANISATION AND IN OFFERING A BETTER

SERVICE TO ITS CUSTOMERS.

| GRI 102-15

Innovation is an everyday reality in
Bankia. From talent management
to corporate governance,
sponsorships and customer
relations, the bank strives to lead
the way and make innovation

part of its DNA.

The advances made in 2017 earned
Bankia the Digital Talent award,

in the Digital Adopter category, in
recognition of its transformation
towards a digital culture, with
digitally competent employees
wha are able to adapt to the new
market needs.

Contributing to this transformation
are projects such as the Digital
Talent School, focused on the

new technologies; the change

of training platform, so that the
bank’s professionals learn more
effectively in a flexible environment
with diverse functionalities; and

the Digital Transformation website,

46

which provides information about
the latest advances in innovation
both inside and outside the
organisation.

Innovation has also been applied

to the relationship with suppliers,
with the launch of a new portal that
ensures transparency, impartiality
and equal opportunities and the
implementation of the “Valora” tool
for managing purchases online.

Bankia made a major commitment
to innovation with the Bankia
Fintech by Innsomnia project,
considered Spain’s biggest open
innovation centre. The bank’s

faith in this startup incubator and
accelerator has led it to hire seven
of the firms that took part in the
programme’s first edition, which
have developed solutions for some
of the bank’s strategic segments,
such as SMEs and self-employed
business owners.

The collaboration between
Bankia and Innsomnia has
extended to La Digitalizadora,

a digital immersion programme
in which the technological
verticals that are likely to affect
campanies in the future, such as
robotics and artificial intelligence,
were presented to business
owners and managers in ten
information sessions.

The bank also wants to contribute
to business innovation and so
sponsors events such as the Digital
Competitiveness Awards, the
Comprendedor Awards, the “Bankia
Accelerator by Conector” call for
proposals, the Atipics programme
and the Innova Pyme and Spain
Startup South Summit forums.
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IN 2017 BANKIA FINTECH ISSUED ITS

TECHNOLOGY AT
THE SERVICE OF
CUSTOMERS

SECOND CALL FOR APPLICATIONS,
THE FIRST TO BE ADDRESSED TO
INTERNATIONAL STARTUPS.

Technology and data processing
play an important role in learning
about customers’ needs in today’s
economic and financial context. new products and services arising
from technological development
and explore new channels of

interaction with customers.

In order to provide the best possible
service, Bankia has been working
since 2017 to build an innovation
maodel that will identify new
technologies and cultural and
sacial changes that could assist

the bank’s transformation.

INNOVATION
OBSERVATORY

The work of the Carporate
Technology Strategy and Innovation
Directorate has therefore centred on
analysing trends in new business
models, with a focus on fintech, with
a view to meeting customers’ needs
and exceeding their expectations.

To help detect trends in fintech
business models, the bank has
used the Innovation Observatory,
which seeks to anticipate changes
in customers’ needs and identify
improvement opportunities.

One of the directorate’s main
missions has also been to introduce

This work is done through Bankia
Fintech, an entrepreneurship

BANKIA FINTECH, SPAIN’S BIGGEST
OPEN INNOVATION CENTRE

The Bankia Fintech philosophy is based on open innovation
and collaboration among the parties involved. Regular contact
with companies allows Bankia to judge when the time is right
to enter into joint ventures with the participating startups,
which from the moment they are selected are tutored by a
business partner and an innovation partner.

In 2017 Bankia Fintech issued its second call for applications,
the first to be addressed to international startups. After the
success of this second call, the third round brings together
entrepreneurs from Spain and the rest of the world, with

a total of 76 projects submitted, of which 12 that could
contribute value and solutions to Bankia have been selected.

platform located in the Valencia
Royal Marina, a site that has
established itself as Spain’s leading
innovation centre.

MAIN
INITIATIVES

In order to be able to add new
products, services and channels to
Bankia’s portfolio, the Corporate
Technology Strategy and
Innovation Directorate focuses on
certain core themes, covering the
bank’s business areas and central
service areas, that help identify
the levers of change.

&
70%

of the companies

from the first batch of
startups have formed
a business relationship
with Bankia
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INNOVATION

This has allowed the development
of tools such as Incuenta, an
account aggregation service for
corporate customers that can
estimate cash flows for the next
three months. This aggregator
also offers its users suggestions on
government subsidies that match
their business profile.

The bank also has a blockchain
laboratory, from which it works to
simplify and increase the efficiency
of certain processes, such as
personal data management.

The first use cases have centred
on processes that require
intermediaries to provide trust or
certify information.

Blockchain is an exponential
technology that is expected to have
a transformational impact on many
industries, financial services being
one of the sectors with the greatest
potential. It is an unalterable
distributed database technology,
where transactions are validated by
consensus rather than by a central
decision maker.

Innovation
Observatory

To identify opportunities
through analysis and
information sharing.

Credit scoring

Situates each new initiative on a
theoretical horizon that measures
the estimated time until it
becomes a reality.

Sandbox

Agile testing environment that
includes simpler procedures for
working with startups.

Blockchain technology offers banks
various opportunities, which many
are already starting to explore,
such as real-time cross-border
payments, issuance of digital
assets or the management of
customers’ identification details.

A major milestone in this area in
2017 was the bank’s becoming
a member of Red Alastria, a
consortium of more than 70
Spanish companies devoted

to accelerating the use of the
blockchain.

Innovation process
map

procedures and speeds up the
feasibility testing of new
products and services.

Based on the Agile Management
methodology, which industrialises



Initially, the consortium’s main
focus will be on the “ID Alastria”
digital identity standard, which
will give citizens control over their
personal information transparently,
following the guidelines set by the
European Union.

NEW
MODELS

To expedite the loan approval process,
Bankia has evaluated credit risk with
a view to trying out new credit scoring
and credit rating models.

It has also promoted an ecosystem
for developing new business madels
based on automated investment
advice, as a supplement to traditional
aagvisory services. The initiatives
framed within this ecosystem are
targeted both at investor clients and
at asset managers.

In fact, the Private Banking wealth
managers already have the use of
Robo4Advisory, a tool that facilitates
the analysis of their portfolios and
interactions with their clients.

The bank has also used artificial
intelligence applied ta IT systems to
simulate human thought processes,
learning in each interaction.

Artificial intelligence has been used
in connection with cyber security to
detect threats through analysis of
user behaviour, identifying anomalous
patterns in netwaork traffic.

During 2017, the bank worked on
mare than 70 innovation initiatives,
collaborating with experts, trialling
new applications and testing the
integration capacity in Bankia.

To create a more efficient

environment for the implementation
of innovation initiatives, the bank has
introduced a number of fundamental
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IN 2018 BANKIA WILL CONTINUE
TO DEVELOP ITS INNOVATION
MODEL, EXPLORING THE MORE
DISRUPTIVE TRENDS THAT ARE
LIKELY TO AFFORD THE GREATEST
COMPETITIVE ADVANTAGE.

technical tools that together establish
a new work methodology:

- |dentification of opportunities
through the analyses and
reports issued by the Innovation
Observatory.

+ A scoring system that situates
each new initiative on a
theoretical horizon that measures
the estimated time until it
becomes a reality.

« A sandbox or testing environment
that includes simpler procedures
for working with startups.

« AN innovation process map,
based on the Agile Management
methodology, which industrialises
procedures and speeds up the
feasibility testing of new products
and services.

In 2018 Bankia will continue to
develop its innovation model,
exploring the more disruptive trends
that are likely to afford the greatest
competitive advantage.

For instance, it will investigate new
use cases for blockchain technology,
drawing support from the Red
Alastria network and the newly
created blockchain laboratory.

In the field of artificial intelligence,
it will evolve from RPA (Robotic
Process Automation) to systems
that replicate human intelligence,
with a view to improving efficiency
in internal processes.

In order to reach the speed that the
rapid changes in the environment
demand, Bankia will continue to
extend the Agile Management
methodology, so as to promote

a cultural change and make
innovation the bank’s defining
characteristic.



THE BRAND IS A VALUABLE ASSET FOR BANKIA. THE
STRONGER THE BRAND, THE MORE ATTRACTIVE
THE BANK WILL BE TO CUSTOMERS AND INVESTORS.

A brand is much more than the
logo and its colours; it is also the
way an institution relates to its
stakeholders and the promise it
makes to them.

For that promise to be kept, and
to be felt to have been kept by

the target audiences, Bankia has
concentrated its efforts on keeping
the brand aligned with its guiding
principles, working to make the
bank close and transparent in all
its forms of expression.

Bankia wants to meet the targets
it has set itself, grow in trust, be
more attractive and valuable to
its stakeholders and increase its
customers’ satisfaction year after
year, generating value for the
business.

BANKIA BRAND
TRACKING

AVERAGE CUSTOMER SCORE

% OF CUSTOMERS WHO GIVE BANKIA
A SCORE BETWEEN 8 AND 10

% OF CUSTOMERS WHO GIVE BANKIA
A SCORE BETWEEN 5 AND 7

% OF CUSTOMERS WHO GIVE BANKIA
A SCORE BETWEEN 1 AND 4

Source: GFK

The bank works to design actions
that will give tangible form to the
brand commitment, developing
tools, services, solutions and
products that are relevant and

respond to customers’ needs, as well

as serving to transmit its values.

2016 2017

6.40 4 6.83 P
34.9 42.9
48.9 45.7
16.2 11.4

Improving perceptions of the Bankia
brand is a goal shared by the entire
organisation and achieving that goal
will reinforce the efforts made by all
areas of the bank towards that end.
The brand is a valuable asset and the
stronger it becomes and the wider its
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reach, the more attractive it typeface, which has been specially Book Fair; sponsor of the “Edades

will be to professionals, investors designed for the bank, with no del Hombre” cultural promotion

and customers. rough edges, open and reliable, and histarical heritage exhibition;
giving it personality and consistency — and sponsor of important trade

Accarding to a study performed over time. shows such as Salon Mi Empresa,

by GFK, Bankia scores 6.83 points Forinvest and Spain Startup

on ascale of 1 to 10, marking an South Summit.

improvement on the result obtained A BRAND PRESENT

one year ago (6.4). According to the version for

AT LARGE EVENTS Spain of the BrandZ ranking,

In order to reach this conclusion, GFK presented by Kantar Millward
conducts a number of 20-minute Brown in September, Bankia is
online interviews with members As a brand, Bankia sponsors and in 17th place among the 30

of the general population aged is present at large educational, most recognised brands, with

18 ta 74 in Spain. The sample sporting, business, sacial and a value of 1,072 million dollars
distribution is by gender, age and cultural events. (some 874 million euros). The
Autonomous Community, with the Interbrand ranking of top Spanish
results being weighted to ensure In particular, it is an Official Sponsor  brands puts Bankia in 19th place
representativeness. —and the Exclusive Sponsor among  out of 30, with a valuation of

financial sector firms — of the Madrid 505 million euros.

A SOLID
LOGO

Bankia is a brand, not a generic
term, which is why its initial “B”

is always capitalised, representing The capital letter

the bank’s strength and solvency. represents the solvency,

It is open, hence its ending in -ia, strength and authority

and international in character, with of a strong, pioneering

the word bank at its root. The “n” corporation.

and the “k” are contracted as a sign Open ending in ia,
of integration and projection into protective.

the future.

Its six letters are written in a

lime green colour (technological,
committed, environmental, brilliant)
and set against a mahogany brown
background (experienced, deep-
rooted, solvent, warm), forming

a solid, powerful logo that is
representative of the brand.

Although Bankia is “clothed” in /
lime green and mahogany brown,
Ends of strokes: :

4
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its livery includes other, secondary
colours, which have been defined

in order to refresh and lighten the attention to detail.
brand: two tones of brown and a “K” Compact and
sky blue, plus white. integrative.

One of fundamental elements
of Bankia’s visual identity is its
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SHAREHOLDERS'

AND INVESTORS .

BANKIA'S SHAREHOLDING STRUCTURE
UNDERWENT MINOR CHANGES IN 201/
AS A RESULT OF A REVERSE SPLIT AND THE
PLACEMENT OF A PACKAGE OF SHARES.

In June 2017, Bankia completed

a share capital reduction to boost
reserves (improving the bank’s
capital structure) and a reverse
split at a ratio of one new share
for every four old shares. The price
of the shares was increased in the
same proportion and the total
number of shares of the company
was reduced.

In December, BFA sold 7% of its
stake in Bankia for 818 million
euros. The sale was carried out
through an accelerated book
building among qualified investors
at a price of 4.06 euros per share.

Investors submitted bids for
shares totalling 1,900 million
euros, which meant that the offer
was 2.3 times oversubscribed.

Both the reverse split and the
placement of the package of
shares were intended primarily
to facilitate trading in the share,
bring in new shareholders and
move a step closer towards
privatisation of the bank.

At year-end 2017, once these
transactions were complete,
Bankia's share capital amounted
to 2,879 million euros,
represented by 2,879 million fully
subscribed and paid-up registered
shares with a nominal value of
one euro per share, all of the same
class and series.

38.6% of the shares constituted
the free float, while the remaining

60.68% were held by BFA, Bankia's
state-owned parent company.

The number of shareholders at
31 December was down 48,378
compared to one year earlier, at
190,655. This decrease was due
largely to shareholders who held
fewer than four shares before the
reverse split and the changes in
share ownership that took place
during 2017 as a result of the
refunding of the investment to
minority shareholders who bought
shares in the IPO.

In the first few days of 2018,

the merger of Bankia with BMN
was carried out, entailing the
delivery of 205.6 million newly
issued shares of Bankia to BMN
shareholders. As a result, Bankia’s
total capital was increased to
3,085 million shares.



Given the current composition of
the two entities’ shareholder base,
the distribution of shares of the
resulting bank will leave the FROB
with 60.98% of the capital. Bankia’s
current private shareholders hold
36.72% of the capital and BMN’s

private sharehalders, 2.33%.

BANKIA’S

CAPITAL

FREE-FLOAT

DIVIDEND YIELD

* AT 31/12/2017

@ BFA 60.68%

NOMINAL VALUE OF THE SHARES

DIVIDEND PAID IN 2017 (PER SHARE)

@ INSTITUTIONAL - RESIDENT 4.87%

@ INSTITUTIONAL - NON-RESIDENT 24.92%

@ MINORITY INTERESTS 9.53%

01. WHO WE ARE

0.02756€

7 0,

BANKIA'S MAIN 7o SHARE CAPITAL % SHARE CAPITAL % SHARE CAPITAL Y-0-Y CHANGE Y-0-Y CHANGE
SHAREHOLDERS BY POSTMERGER ™ jr31/12/2017 AT 31/12/2016 (PP) (%)
INVESTOR TYPE EXCHANGE o ?
BFA 60.98% 60.68% 65.90% -5.22 -7.93%
Spanish institutional 6.76% 4.87% 5.28% -0.41 -7.74%
Foreign institutional 23.3% 24.92% 16.81% 8.10 48.19%
Minority interests 8.96% 9.53% 12.00% -2.47 -20.58%
Registered shares 3,084,962,950 2,879,332,136
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SHAREHOLDERS
AND INVESTORS

GEN ERAL MEET”\IG Two General Meetings were held « The Extraordinary General

in2017: Meeting, held in Valencia on
OF SHAREHOLDERS 14 September 2017, in which

« The Ordinary General Meeting, the merger by absorption of BMN

which took place in Valencia was approved. This meeting was

The General Meeting of on 24 March 2017 and was attended, in persan or by proxy,
Shareholders is the campany’s attended, in persaon or by proxy, by shareholders representing
most senior representative body by shareholders representing 82.49% of the capital,
and ensures equal treatment of all 79.80% of the capital, carresponding to a total of
shareholders, including the right to corresponding to a total of 2,699 shareholders.
participate and to vote. 5,508 shareholders.

From the moment the Notice of
General Meeting is published,
all the pertinent information

is available to shareholders on
the Bankia website and at the
General Meeting Service Office.
Shareholders who wish to raise
any matter relating to the agenda
may do so through the channels
of communication placed at
their disposal for that purpose,
including the Shareholders’
Electronic Forum.
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DIVIDEND

The General Meeting of Bankia
Sharehalders held in Valencia on
24 March approved the payment of
a cash dividend of 2.756 euro cents
per share out of profit for 2016, 5%
more than the amount paid the
previous vear.

The dividend was paid in cash on
31 March 2017 to the holders of
shares that carried dividend rights
on the payment date. The total
amount paid (after deducting
treasury shares, which are not
entitled to dividend payments) was
316 million euros, giving a payout
ratio of 39.5% of the Bankia Group’s
attributable profit for 2016.

This was the third dividend paid
since the bank was created and
allowed the bank to continue to
repay the state aid received, given
that the State, as Bankia’s main
shareholder, received 211 million

euros in dividends. —- |

In millions of euros

One of the items on the agenda 340

of the General Meeting to be held '

on 10 April 2018 (the first General

Meeting since the merger with BMN) 317
is a proposal to pay a total dividend 301
of 340 million euros out of profit for J '
2017, 7% more than was paid the
previous vear. 202
2014 2015 2016 Proposed

dividend

2017
DIVIDENDS 2017
DATE PAID EX-DIVIDEND DATE ~ OROSS AMOU(NJ) NET AMOUNT (€) RATE ACCOUNT
31/03/2017 29/03/2017 0.02756 0.0223236 Ordinary Profit for 2016
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CHANNELS OF
COMMUNICATION

| GRI 102-43

To fulfil its commitment to
maintain open, continuous and
transparent communication
with shareholders and the
investor community, Bankia
has opened various channels of
communication:

Corporate website.

Through its website the bank
complies with the principles of
equality and symmetry in access to
information, especially through the
Shareholder Corner section.

Available in Spanish and English,
its contents are continuously being
updated. One of its most practical
sections is the Investor’s Calendar,

which shows earnings announcement

dates and notices of General
Meetings, as well as information
about conferences, dividend
payments and other material events.
The website also provides the
documents and presentations given
to participants in these specialised
forums and offers webcasts of the
campany’s main financial events.

During 2017 the corporate website
was updated and improved in

various ways, including an overhaul

of the “Share price” section, which

56

now provides more attractive and
more detailed information for
shareholders.

This new tool offers interactive
visual components and improved
browsing through a more intuitive,
direct structure.

The main new features and the
content it presents are:

« Real-time share price (the day’s
share price, during trading, is

displayed with a 15-minute delay).

« Interactive share price chart with:

- Share price performance within
custom timeframes.

- Comparison with peers and
indices.

- Indicator of relevant dates:
results presentations, dividend
payments and material
disclosures (with direct access
to the filings).

- Volumes traded, high and low
for any given period.

- The chart can be customised
to the user’s needs: dates,
milestones, benchmarks, chart
format, etc.

- The information can be
downloaded in Excel format
and can be easily printed.

« Tabs with:

- Share data (ISIN code, market
capitalisation, etc.)

- Trades during the dav.

- Share performance, compared
with indices and benchmarks.

« Option to download historical
data by customisable date
range and currency (euro, dollar
or pound) to observe share
price trends.

« Investment calculator

- Allows calculation of return
on amount invested or on
number of shares purchased.

- Users may select the
investment start and end
dates for the calculation, as
well as the currency (euro,
dollar or pound).

- The results of the investment
are displayed in chart form
(value, share price, shares
bought, changes).

- Investors may query the
information for specific
periods or quarters in order
to gain a complete and
easily accessible view of
their investments.



Shareholder and Investor
Information Service newsletter.
This free digital publication

is emailed to all subscribers
periodically. All users have to do
in order to subscribe is fill out the
form in the Shareholder Corner.

The newsletter is sent quarterly
with each results presentation.
Special issues may be sent in
connection with important
milestones, such as the General
Meeting, the payment of a dividend
or a particular event or operation.

The newsletter provides
information about the bank’s
results, financial reports, news,
material disclosures, indicators,
studies and presentations, events,
videos, infographics and other
useful links. Past issues are
available on the corporate website.
A total of nine newsletters were
sentin 2017.

Shareholder’s Office.

The Shareholder’s Office responds
to inquiries about the group’s
business performance and

share price trends and about

the benefits of being a Bankia
shareholder. During 2017, it
answered 1,025 telephone calls,
compared to 943 the previous
year, and 200 email inquiries, 90
fewer than in 2016.

During 2017, other channels of
communication were also used,
including text messages or SMS
(99,328 text messages were

sent with the quarterly results,
compared to 102,674 the previous
year), corporate social media,
quality surveys and the branches.

__
99,328

Telephone inquiries
answered through
the Shareholder’s
Office
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1,025

Text messages
or SMS sent
during 2017 with
quarterly results
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SHAREHOLDERS
AND INVESTORS

INSTITUTIONAL
INVESTORS

During the year, the Investor
Relations and Ratings Directarate
took part in 13 road shows, 15
international conferences, 12 field
trips and numerous individual
visits, gathering information about
the bank’s situation and results,
resolving doubts and sharing
opinions.

These events were attended by 563
institutional investors (equity and
fixed income), analysts, managers
and rating agencies from 366 firms
from 22 different countries, 84.4%
of them international.

Last year, Bankia took part

as a speaker in five financial
conferences for global investors
and broadcast five webcasts (four
with the quarterly results and one
announcing the merger with BMN),
through a platform that allows live
question and answer sessions.

51.34% OF BANKIA’S
INSTITUTIONAL INVESTORS
APPLY RESPONSIBLE
INVESTMENT POLICIES.

563

Contacts with
analysts and
institutional investors
from 366 firms

200

Email inquiries
through the
Shareholder’s
Office



MORE
INFORMATION, AND
NOT JUST FINANCIAL

INFORMATION

Following the principles of
proactivity and transparency, Bankia
keeps its various stakeholders
(analysts, investors, management
companies, shareholders, rating
agencies, bank counterparties,
clearing houses, proxy advisors and
other institutions and public bodies)
constantly informed through periodic
communications and meetings.

Apart from the financial content, the
bank also provides information on
social, environmental and corporate
governance matters, which are
increasingly demanded by the public.

In fact, 51.34% of Bankia’s
institutional investaors apply
responsible investment policies.

In order to respect the right to equal
treatment and non-discrimination,
all the information is published
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BANKIA KEEPS ITS STAKEHOLDERS
INFORMED THROUGH
COMMUNICATIONS

AND REGULAR MEETINGS.

previously in the corporate portal
and/or via the CNMV,

BENEFITS FOR
SHAREHOLDERS

In 2017 individual shareholders
continued to benefit from the “No
fees” strategy implemented at the
beginning of 2016. Since then they
have not been required to have

a direct income deposit in order

to be exempt from fees. The only
requirement is that they hold one
thousand or more shares deposited
at the bank.

Thus, they are exempted from
paying service and maintenance
fees on all their demand accounts,

on all the usual debit cards, on
credit transfers in euros without
limit and through any channel
(Oficina Internet, Oficina Movil and
ATMs) and the paying-in of Spanish
cheques in all their accounts.

Shareholders who hold one
thousand or more shares also
benefit from a number of
advantages, notably:

« Special terms and discounts
on the Tarjeta Oro card (financing
at the standard rate) and the
Tarjeta Platinum card (at the
Tarjeta Oro rate).

- Free digital newsletter, with
online subscription, to keep them
up to date with what’s happening
at Bankia.




BANKIA FOSTERS EMPLOYEES WITH THE HIGHEST
PROFESSIONAL QUALIFICATIONS, THROUGH TALENT
DETECTION AND DEVELOPMENT PROGRAMMES.

Bankia carries out all the necessary
training and talent detection and
development actions to create value
through responsible management.

The different groups are identified
using the Bankia Talent Model,
which measures the difference
between an employee’s current
position and the profile needed in
order to move into a more complex
and more responsible one.

The aim is to achieve success and
excellence in the organisation
through high performance teams,
as well as to ensure succession
within the bank.

During 2017, people management
was focused on the bank’s

digital transformation and the
development of the new distribution
models started in 2016, such as
“Conecta Ya” and “Servicio +Valor”.

The bank’s work in this field
earned it the first Digital Talent
prize, awarded by Accenture
and El Economista, with the
collaboration of the Human
Resaurces Observatory.

The jury, which granted Bankia
the award in the Digital Adopters
category, cited the bank’s
transformation towards a new
culture of digitally competent
employees, so as to be capable of
adapting to the evolving market
and customer model.

2017 was marked by steady
growth of the multichannel
management madel, with

25 new centres opened in six
regional head offices and 281
professionals transferred from
other units. The Multichannel
Business Directorate already has
564 professionals.

The relationship management
model for retail customers

was also adapted to make the
business relationship more
efficient, basing it on advice.
Implementation began in the
Madrid and Valencia and Castellon
regional head offices.

In addition, the bank’s senior
managers were offered support in
performing their function through
leadership conversations with
their teams, following the Bankia
Management Style.

All these actions led to 3,271
changes of assignment, which
helped optimise the fit between
employee profiles and available
positions, especially at the senior
management levels.



TALENT
MANAGEMENT

The bank’s talent management is
aimed at identifying, developing
and managing the potential of
the bank’s professionals, so as to
ensure that the organisation has
talented people to develop its
business, reinfarcing differential,
sustainable competitive

advantages in a manner consistent

with the bank’s values.

The task of identifying and
developing talented professionals
was carried out through 1,563
assessment interviews, which

led to 166 appointments: 24 in
the TOP 300 group, 29 in the Top
600, 67 branch managers and 46
assistant branch managers. The
following actions were taken to
develop talent:

« Senior Management
Development Programme
(SMDP). The third edition of this
programme, in which 151 senior
managers took part, was held
between February and September
2017. All the bank’s Top 300
have already benefited from this
programme.

Career Development Plans
(CDPs). 51 plans from the first
edition concluded in the first half
of last year. The 50 plans from
the second edition, which started
in mid-2016, are at a very
advanced stage.

Senior Management Coaching
(SMC). 22 senior managers from
the commercial network and
central services are taking part.
The coaches for this programme
are external professional
development experts and the
programme is expected to
continue for approximately

six months.

- Development Programme
for Central Services Managers. Senior Management Candidates.
The sixth edition of this
programme ended during the
first quarter of 2017 and the
seventh started in April, both with participants) and three for senior
15 participants from the bank’s
various functional areas.
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- Development Programmes for

Eight editions took place in 2017, five
for senior management candidates
in the commercial network (75

management candidates in central
services (another 48 people).

- Development Programme for » Mentoring Programme.
Commercial Network Managers.  The second edition concluded at
The face-to-face sessions of the
eleventh edition, in which 15

the end of 2017, with 30 mentors
from the Top 300 and 30 mentees

senior managers took part, were (commercial network and central
held in the last quarter of the year.  services managers belonging to the
talent group). The success of the
two editions completed to date

has made this programme one

of the bank’s main professional
development activities.

0
)

166

No. of senior
management positions
filled internally

83 83

No. of male No. of female
employees employees
promoted promoted
internally internally
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Communication Coaching
Programme. This programme
was started in 2017 to strengthen
senior managers’ skills, so that
they perform effectively in

issuing and preparing persuasive
messages, and to facilitate
confident, natural and effective
interpersonal communication. Ten
of the bank’s Top 300 managers
toak part in this programme.

Transformational Leadership.
Two Top 300 managers

attended the 11th and 12th
editions of this programme,

held each year by Fundacion
CEDE’s International Center for
Leadership Development (ICLD).
The public reading of the projects
prepared by the participants in
the 10th edition, sponsored by
the bank, took place in April in
the auditorium of the Torre Bankia
building in Madrid.

Lidera-T Sessions. September
saw the start of a new professional
development initiative in which
various self-management skills
were developed through training
actions using experience-based
methods. The first edition included
two different types of session
dealing with management in
different environments and lateral
leadership, in which a total of 45

senior managers and 46 senior
management candidates took
part. The skills developed in

the general sessions were
reinforced with individual follow-
up sessions with professional
development experts.

Scholarships for Excellence.
Created in May, these
scholarships are intended for
professionals who present
highly specialised, high quality
training projects, mainly relating
to the new digital and business
transformation environment.

In 2017, 102 applications were
received and 15 scholarships for
a maximum amount of 10,000
euros each were granted.

Business Talent Pool. The second
edition of a project aimed at
allowing managers to acquire a
deeper knowledge of the bank’s
different units (the corporate
Capital Markets, Corporate Banking
and Financial directorates and

the Specialised Businesses
Directorate) by spending time in
each one ended in September.

Ten professionals took part in

this edition, acquiring a more
holistic view of the business and
broadening their knowledge in the
areas of finance and markets, thus
reinforcing their employability.

- Bankia Dual Vocational
Training Programme. The first
class of students, who started the
programme in 2015, graduated
at the end of the first half of the
year. A total of 17 people joined
the bank’s workforce as sales staff
in branches (6 in Madrid and 11 in
Valencia). The second class, with
50 students, are in the middle of
their course.

Thanks to all these actions,
practically all the vacancies that
arose in the bank during 2017

were covered internally. External
selection was limited to filling
specific technical or technological
positions in particular areas, such as
technology and innovation strategy,
systems development and new
distribution models. A total of 15
people were hired from outside the
bank to fill senior management
posts and 66 people for non-
managerial vacancies. At year-end,
13 external selection processes
remained in progress.



I
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100%

Percent of
professionals who
receive a contribution
from Bankia to the
Employee Pension Plan

__4
302

Professionals
who receive study
assistance, in the
total amount of
€259,940

4

80

Professionals on
leave of absence
for personal
reasons

I

__4

16,240

Professionals and family
members (spouses

or civil partners and
children up to the

age of 25) covered by
the employee health
insurance policy

®

790

Professionals who
receive assistance for
the education of disabled
children or children that
sleep outside the place
of residence, in the total
amount of €776,126

Q
352

Professionals
working reduced
hours
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10,720

Professionals with a
loan or mortgage at a
subsidised interest rate

I

__4

8,687

Professionals who
receive assistance for
children’s schooling,
in the total amount of
€8.5 million

)

669

Professionals who
have taken maternity
leave (436 people)
and paternity leave
(233 people)




BANKIA ANNUAL REPORT 2017

01.11

PEOPLE

A TOTAL OF 15,054
EMPLOYEES HAD ACCESS TO
INDIVIDUALISED TRAINING PLANS.

TRAINING

Last year more than 900,000 hours
of training were given, 40% of
them in the classroom, and a total
of 13,054 employees received
individualised training plans.

The bank has opted to associate
the different programmes with

a qualification process, working
towards university degrees or top-
level professional qualifications. It
also changed its training platform,
resulting in a marked improvement
in access to the different
programmes, as professionals are
able to learn mare effectively in a
flexible environment that has the
latest functionalities.

A particularly important
programme was the training
delivered to tackle the entry into
force of the MIFID Il directive,
with a qualification validated

by the National Securities
Market Commission (CNMV),

in which 5,500 of the bank’s
professionals took part for more
than seven months. 94% of the
participants obtained the Expert
Financial Adviser certificate,
issued by the Instituto Espafol
de Analistas Financieros (IEAF),
and the university degree

of Specialist in Banking and
Financial Advice, awarded by the
Colegio Universitario de Estudios
Financieros (Cunef).

Additional training actions
included the following:

« The first university certificate for
Purchasing Management Experts
and the Higher Purchasing
Management Programme
(Universidad de Lasalle).

» The university degree of
Executive Coaching Expert
(Universidad de Deusto).

« The university certificate in
Customer Experience at the
Contact Point (Universidad de
Lasalle).

 The Project Management
Professional certificate (Project
Management Institute).

» The European Financial Advisor
certificate (European Financial
Planner Association).

« The Certified Information Security

Manager certificate (Information
System Audit and Control
Association).

One of 2017’s training milestones

was the plan targeted at the
whole commercial network to
accelerate knowledge and use
of the new processes included
in the operating systems. More

than 150 specialised courses were

developed for people assigned to
central services.

Strategic programmes were
given throughout the year,
including the Management Style
programme, which includes
content on Bankia’s responsible
management and strengthens
the bank’s values, especially in
team relations; the Risks School,
which reinforces technical risk
competencies; and the Digital
Talent School, focused on new
technologies.

Lastly, 2017 saw the start of
the Scholarships for Excellence
programme to support high-
level specialised training.



439,509 477,926 9,129

Hours of training Hours of training Hours of training

given to men given to women given to senior
managers

INVESTMENT IN TRAINING (IN MILLIONS OF EUROS)

NO. OF TRAINING INITIATIVES CARRIED OUT

NO. OF EMPLOYEES TRAINED

ONLINE TRAINING HOURS AS % OF TOTAL TRAINING HOURS

NO. OF TRAINING HOURS PER EMPLOYEE

' 000
coO)o

Hours of training
given to the rest of
the employees

Hours of training
given to middle
managers

340,221 ‘ 568,086

12,336 12,589
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MANAGEMENT STYLE,
MORE THAN A GUIDE

After the publication of the Management Style Guide in
November 2016, Bankia carried out a series of actions, projects
and initiatives to implement and consolidate the guide:

« Evolution of the Corporate Competencies Model. This
model takes account of and meets the needs specific to
the current context, taking into consideration the bank’s
values, its positioning, the ethics code and the principles
of responsible management. In the evolved model more
attention is paid to digitisation, new ways of collaborating
and, very prominently, Bankia’s management style.

Professional Profile Assessment. This assessment
process facilitates implementation of the corporate culture,
promotes the achievement of results for each function

and drives recognition and professional growth through
conversations of value. These conversations enhance two-
way communication between supervisors and staff. This
process was carried out during November and December.

Conversations for Leadership. These help senior managers
discover and compare strengths and areas for improvement.
Based on the resulting knowledge, specific actions are taken
to strengthen leadership capacity and align it with Bankia’s
management style.

Recognition programme. In the Management Committee’s
2017 tour, the first institutional acknowledgments were
delivered, based on measurable business criteria and always
assessing the alignment of behaviour with Bankia’s values
and positioning. Recognition is and must always be a regular,
differential part of the Bankia Management Style.

TECHNICAL RISK

COMPETENCIES

Over the course of 2017, in

order to strengthen the quality

of Bankia’s risk professionals as
one of the bank’s differential
features, technical competency
dictionaries were drafted for the
areas of wholesale risks, wholesale
customer restructuring, market
and operational risks and Technical
Risk Secretariat, to be added to the
retail risks competency dictionary
prepared in 2016.

Once the technical competency
profile for each position has been
defined, any differences per person
and position are assessed and
subsequently managed through the
assignment of training and tutoring.



OCCUPATIONAL
RISK PREVENTION

The efforts made in recent years
to execute the plan to update the
Occupational Risk Assessment of
all the work centres in the branch
network and integrate it into the
computerised occupational risk
prevention management tool were
completed in 2017, resulting in a
saund and consistent preventive
management model.

The most noteworthy projects

and activities carried out during
2017 to improve occupational
health communication were the
development of the Empresa
Saludable (“Healthy Company”)
space in the Somos Bankia inhouse
magazine; and the updating of
the corporate intranet and website
to include the AHAI programme,
which gives information and
advice on healthy eating, life
habits and physical activity to
reinforce a culture of holistic
health. These initiatives are

aimed at building awareness and
explaining the most important
aspects of risk prevention and
health promotion.

Over the course of the year
Bankia took part in various
healthy company conferences,
in which it demonstrated its
goal of integrating psychosocial
improvement actions within

its People strategy, so as to
ensure proper monitoring and
traceability of the assessment
of psychosacial factors and their
linked preventive measures.

Bankia is a signatory to the
Luxembourg Declaration, which
has four basic pillars: a healthy
work environment, emotional
well-being, promotion of healthy
habits, and risk prevention and
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safety services and activities. It is
also a member of AESPLA, a not-
for-profit association whose goal
is ta collaborate with companies
in improving the management
of occupational risk prevention
services.

In partnership with Asociacion
Espafiola contra el Cancer
(AECQ), the bank has been
carrying out actions linked to the
“Tu Salud es lo Primero” (“Your
Health Comes First”) programme,
under the European Code against
Cancer, and collaborates with

the Spanish Red Cross in annual
blood donation campaigns.

BANKIA'S GOAL IS TO INTEGRATE
PSYCHOSOCIAL IMPROVEMENT
ACTIONS IN TS PEOPLE STRATEGY.

EMPLOYEE HEALTH AND SAFETY

Absenteeism rate 3.45%
Occupational accident rate 0.18%
No. of ordinary sick leaves * 3,733
No. of work-related fatalities 0

* This is the number of sick leaves, not the number of people who took sick leave.
The same person may take various sick leaves in any one year.
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ACTIVE LISTENING
AND CULTURAL
CONSOLIDATION

| GRI 102-43

In the last five years, Bankia
has developed an internal
communication strategy based on

active listening to its professionals

and consolidation of the bank’s
culture. For this purpose it relies
heavily on the intranet, through
which employees receive in real
time all the information about
the company, its operations
and its business that they need
for their activity and to achieve

® @ =

933,847

No. of visits to Bankia
Online magazine

53,457

No. of employee
contributions posted

in the internal
communication channels

their business plans. The
En30segundos electronic
newsletter offers a weekly
summary of the most important
news relating to Bankia.

Another key tool for internal
communication is the Somos
Bankia inhouse magazine,
which has established itself as a
platform for active participation
and plays an important role
among the bank’s professionals.

It was the bank’s professionals
who renamed the publication
in 2017 and who feed it daily
with reparts, photographs and
numerous comments giving
recognition to team waork, while

also reinforcing the pride of
belonging and Bankia's values
and culture.

In 2016 the magazine was named
best anline platform for internal
communication in the Internal
Communication Observatory
awards, organised by IE Business
School, Capital Humano magazine
and the consultancy Atrevia.

To add to these channels,

new bottom-up and two-way
communication tools have

been developed that encourage
participation and active listening
among the professionals, such
as focus groups and the
“Hablamos” forums.

3.57 MILLION

No. of visits to the
corporate information
pages published on
the intranet



DIGITAL
TRANSFORMATION

The digital transformation Bankia
has been undergoing has also

been reflected internally, both in
processes and in communication.
The bank has taken decisive steps to
move from “internal communication
of the digital transformation

to the digital transformation

of internal communication”.
Accordingly, the traditional

channels of communication have
been supplemented with a digital
transformation website, which
keeps all the bank’s professionals
informed about the latest

advances in innovation and digital
transformation, both inside the bank
and outside.

The challenge is to reach a point
where innovation and digitisation
are part of Bankia professionals’
DNA. Besides news and the latest
developments from the technology
sector, the new portal also offers

a digital resources section, from
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BANKIA HAS CREATED A DIGITAL
TRANSFORMATION WEBSITE, WITH
THE AIM OF MAKING INNOVATION
AND DIGITISATION PART OF ITS
PROFESSIONALS’ DNA.,

which employees can download
articles, reports, documents and
e-books and access an extensive
glossary of new digital terms.

Under the slogan “Sharing ideas to
grow together”, this simpler, more
social and closer channel allows
Bankia's people to participate
actively by commenting on the
content and joining the “Hablamos”
forums, where they can share ideas,
opinions and knowledge, as well as
follow particular issues.

On this site, employees can “like”
and bookmark content they are
interested in, add comments

and share content through social
media. This new channel has also
allowed the bank to introduce
gamification techniques

to stimulate the culture of
innovation and reinforce the
pride of belonging of the people
who form Bankia.
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WORKFORCE
PROFILE

| @ MEN 4.37% | @ PROFESSIONALS IN CENTRAL SERVICES 15.68%
@ WOMEN 54.63% @ PROFESSIONALS IN BUSINESS 84.32%

@ MEN 59.14% @ OPEN-ENDED 100%
@ WOMEN 40.86% @ TEMPORARY 0%

N
o



No. of people with
position in Spain

5

No. of people with
position abroad*:
Cuba 2

Shanghai 3

*In representative offices
with no banking activity.

=

13,122

Average number
of employees*

* Of Bankia S.A.

'BYAGE
/

45.08

YEARS

7,169

Women

Average age
of workforce

5

__4 __4

,953

n

19.19

YEARS

Length of service
in the Group

WOMEN

MEN
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PROFESSIONALS UNDER
30 AS % OF TOTAL
WORKFORCE

PROFESSIONALS AGED
30 TO 50 AS % OF TOTAL
WORKFORCE

PROFESSIONALS OVER
50 AS % OF TOTAL
WORKFORCE

UNDER 30

30TO 50

OVER 50
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02.
ACCOMPLISHING
OUR PLANS

BANKIA HAS ANNOUNCED THE
CONCLUSION OF THE RESTRUCTURING
PLAN AGREED WITH BRUSSELS IN 2012.

NOW IT STARTS A GROWTH PHASE,

BASED ON THE 2018-2020 STRATEGIC PLAN,
WHICH HAS THREE PILLARS: CUSTOMERS,
PEOPLE AND TECHNOLOGY { \
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02.1

ECONOMIC, FINANCIALAND ‘
REGULATORY ENVIRONMENT :

FINANCIAL YEAR 2017 WAS MARKED
BY A RECOVERY IN BANKING ACTIVITY
IN'A CONTEXT OF REGULATORY
PRESSURE AND LOW PROFITABILITY.

2017 was the best year for the
world economy since 2011. Global
growth was buoyant, at nearly

3.5%, with a significant and closely
synchronised acceleration of GDP.
The large developed economies
outperformed expectations: the euro
area grew 2.5%, the United States
2.3% and Japan 1.8%.

The strength of the European
countries was especially significant
because the improvement during
2017 was both quantitative and
qualitative: the growth was more
balanced across countries (France
and Italy, which had been lagging
behind, performed significantly
better) and across the components
of demand (the acceleration of
consumption reduced dependence
on the foreign sector).

The emerging economies improved
too, mainly thanks to the strength

of China (6.9%) and the recovery
of Brazil and Russia, which exited
recession.

Overall, for the first time in more
than six years, all the main
economies grew above their
potential, reducing idle capacity
and boosting global inflation, thus
warding off the risk of deflation.
Specifically, prices in the euro area
rose 1.5% in 2017, compared to
0.2% in 2016.

The robust macroeconomic
canditions were an important

factor in bringing stability to the
financial markets, in contrast to

the occasional spikes in risk, both
political (uncertainty created by

the Trump administration, Brexit,
political uncertainty in Catalonia and
difficulties in forming a government
in Germany) and geopolitical (North
Korea, Islamist attacks, tensions

between Iran and Saudi Arabia)
during the vear.

In this scenario the central banks
slowly gained confidence in the
sustainability of the global expansion
and took steps to gradually withdraw
monetary stimulus measures. The
United States Federal Reserve raised
its interest rate three times, to a
range of 1.25%-1.50%, and started to
reduce its balance sheet in October.

Meanwhile, in April the European
Central Bank (ECB) slowed the
monthly pace of asset purchases
from 80,000 to 60,000 million and
announced a further reduction, to
30,000 million euros, from January
this year, although it also extended
its programme until September.
This decision could delay the start
of interest rate rises, at least until
the end of 2018 or the first quarter
of 2019.



This synchronised action by the

main central banks generated some
upward pressure on yields, although
persistently low inflation (especially
in the euro area), geopolitical
uncertainty and doubts as to whether
the United States would be able to
implement its tax reforms limited
the scope for upward movement.

The 10-year Spanish bond performed
well, despite the political uncertainty
in Catalonia, and the risk premium
held steady between 100 and 130
basis points, falling to 70-80 basis
points at the start of 2018.

SURGE IN THE
SPANISH
ECONOMY

The Spanish economy maintained
a very dynamic pace throughout
2017, with GDP growth of 3.1%,
slightly below the previous year’s
rate. Thus, after four years of
expansion, with the economy
growing at rates above 3% since
2015 and cumulative growth of
13%, Spanish GDP rose above the
levels reached before the onset of
the 2008-2013 financial crisis, the
most serious such crisis the country
has experienced in recent decades.

The buoyancy of economic activity
translated into strong job creation,
with 490,000 more people in work,
in terms EAPS, for a total labour
force approaching 19 million, the
best year-end figure since 2008.
This had the effect of reducing the
unemployment rate to 16.5% of
the labour force, its lowest level in
nine years. However, the aftermath
of the crisis is still apparent in
employment levels, as 1.75 million
jobs have still not been recovered.

The Spanish economy thus showed
a high level of inertia and continued
to benefit from earlier tailwinds,
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THE SPANISH ECONOMY
REMAINED VERY DYNAMIC
THROUGHOUT 2017/,
WITH GDP GROWTH OF

3.1%

which have proved maore lasting
than initially anticipated. The
favaurable funding conditions, for
instance (a decisive factor, given the
high levels of private sector debt)
persisted, while the tourism industry
continued to expand, setting new
records; and in particular, the
favourable performance of Spain’s
trading partners intensified.

along the path of gentle
moderation begun in mid-2015, in
line with the dampening of certain
factors that stimulated spending,
such as tax reductions or low
inflation, although others persisted,
such as the positive labour market
performance and the decrease in
interest payments. Meanwhile,
companies took advantage of their
high financing capacity to continue
to increase and improve the

stock of productive capital while

at the same time reducing their
indebtedness.

Against this background, the last
part of the year was marked by an
uncertainty shock associated with
the political crisis in Catalonia,
although this was counterbalanced
by an improvement in the
environment outside Spain.

Investment in construction, which
the previous year was held back by
the slowdown in public investment,
achieved faster rates of growth,
driven mainly by the residential
segment.

Unlike on previous occasions, the
current expansion of the Spanish
economy has been more balanced
and shows a more robust pattern
of growth. On the one hand, all

the components of demand,
including consumption, investment
and exports, have contributed

to the growth. On the other, the
improvement in the economy has
shown itself to be compatible with
the correction of imbalances, such
as the external deficit and private
debt, which in the past have tended
to cut such expansions short.

On the side of internal demand,
household spending has cantinued
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The housing market performed
very strongly, though very unevenly
acrass regions. Increasing demand,
backed by the good employment,
mortgage and tourist market
performance, continued to drive
prices and real estate development.

External demand once again
contributed positively to GDP
growth, with strong exports, partly
due to the locomotive effect of
the European economies, but also
thanks to the constant efforts to
improve the competitiveness of
the productive sectors, not only
through price and cost reduction
but also through innavation and
internationalisation.

In fact, Spain has had a current
account surplus since 2013 (in
2017 the surplus amounted to
nearly 2% of GDP), in contrast to
the large deficits recorded before
the start of the economic crisis
(9.6% of GDP in 2007), which were
among the highest in the world.
Also, since 2012 the economy has
been generating financing capacity,
currently equivalent to 2% of GDP,
compared to the considerable
financing need it had 10 years ago,
above 9% of GDP.

This financing capacity makes it
possible to finance investment
and at the same time continue
to deleverage the private sector.

From its high point, household and
corporate debt has been reduced
by 21.6% (58 percentage points of
GDP) to 159.9% of GDP, the lowest
figure recorded in 12 years.

Inflation started the year at a four-
year high (3%) but then began

to gradually decline, ending the
year at 1.1%, compared to 1.6% in
2016. The annual average was 2.0%
(-0.2% the previous year). Despite
the rapid increase in the prices of
fresh food and electricity in the
secand half of the year as a result of
the persistent drought, the inflation
rate fell year-on-year due to the
effect of the sharp price rises in the
last part of 2016.
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1.7%

Percent of GDP

current account surplus

1.1%

Inflation
averaging 2% over the year

3%

GDP growth
forecasted for 2018



For 2018 we anticipate a moderate
slowing of the rate of growth,
although the powerful expansionary
inertia and the positive external
context will favour average GDP
growth in the region of 3%.

Nevertheless, this scenario remains
subject to various uncertainties. The
external environment could be less
favourable than expected, with a
greater rise in oil prices or a sharper
tightening of monetary policy in the
United States. It also remains to be
seen how world trade will respond
to the increased protectionism

in the United States and the
complicated Brexit negotiations.

BANKING
BUSINESS AND
REGULATION

In the banking arena, the year was
marked by an increase in banks’
financial strength and a recovery of
activity, in financial and regulatory
conditions that put great pressure
on prafitability.

Qver the year, Spanish banks
strengthened their balance sheets
and further improved their ability to
absorb shocks. Salvency indicators
increased over the year, both
organically and through capital
increases, and remained well above
regulatory requirements. Non-
performing and restructured assets,
on the other hand, once again
declined during the vear, thanks to
the economic upturn, bringing the
non-performing loans (NPL) ratio
down by more than one percentage
point, to around 8%. In June, the
European authorities agreed on the
resolution of Banco Popular, which
was absarbed by Santander, without
giving rise to any problems for
system stability.

02. ACCOMPLISHING OUR PLANS

EXPECTATIONS FOR 2018
ARE FOR MORE MODERATE
GROWTH, THOUGH AT RATES
STILL CLOSE TO 3%.

The activity of Spanish banks was
supported by the buoyancy of

the economy and the favourable
financing conditions. New lending
to households and companies
gathered pace, reaching a
cumulative total of more than
400,000 million euros (excluding
renegotiated loans), up 11% on
the previous year.
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A NEVER-ENDING PROCESS
OF REGULATORY REFORM

In 2017 the process of regulatory reform continued. At
the global level, implementation of the TLAC buffer (loss
absorption requirement for global systemically important
banks) continued, prompting a significant increase in new
issue volume.

In Europe, further progress was made towards Banking
Union. The European authorities reached an agreement

to review the crisis resolution and solvency frameworks,
in line with the reform proposed by the European
Commission in November 2016. Noteworthy measures
include the introduction of the TLAC in Europe and its
alignment with the MREL (minimum required eligible
liabilities for European systemically important banks,

at an individual level), as well as the creation of a new
category of loss-absorbing liabilities (non-preferred senior
debt), establishing a harmonised approach within Europe.
Meanwhile, the Single Resolution Board published its
policy on the MREL, the highlights being that the targets
will be set and notified to banks in the first quarter of
2018, will not be public and will be reviewed annually, and

that the Board will set bank-specific transition periods with

a maximum horizon, in principle, of four years.

In addition, transitional provisions were introduced to
mitigate the impact on own funds of the new IFRS 9
accounting standard, which is intended to improve the
coverage of financial instruments. Important issues
remain to be resolved in order to complete the Banking
Union, including the creation of a Common Deposit
Guarantee Scheme (the third pillar of the process)

and the establishment of a safety net for the Single
Resolution Mechanism.

The progress was spread across
all sectors, including SMEs, the
self-employed, consumer finance
and housing. However, it was

not sufficient to prevent the
volume of lending to companies
and households as a whole

from falling year-on-year, albeit
more slowly, as the gradual
deleveraging of certain segments
of the private sector continued.

As regards customer funds,
stability of deposits proved
compatible with an increase

in the net assets of mutual

funds, largely due to higher net
subscriptions. Given the decline
in lending and the stability of
deposits, the loan-to-depasit ratio
of companies and households
continued to decrease, ending the
year 50% below the peak reached
at the start of the financial crisis.

Profitability remained subject to
the strong pressure of continuing
very low interest rates. The

net interest margin narrowed
again last year, although lower
net interest income was offset
by an increase in net fee and
commission income and a further
reduction in operating expenses,
with the result that Spanish
banks continued to have one of
the best efficiency ratios in the
euro area, while the cost of risk
returned to normal levels.



All in all, measured in terms of
own funds, the profitability of the
Spanish financial sector remained
below the cost of capital, as in
most European countries.

Qver the year as a whole,

stock market performance was
favourable, interrupted only

in October by the instability
generated in Catalonia, before
recavering in the last few months
of the year. Banks continued

to make strategic adjustments
to offset the pressure on
profitability, implementing cost-
cutting plans and mergers and
taking further steps in the digital
transformation process.

As regards supervision, 2017 was
the second year of application

of the Supervisory Review and
Evaluation Process (SREP) by

the ECB. Through the SREP, the
supervisor sets minimum capital
requirements for significant
institutions and issues Pillar

¢ Guidance (P2G), a new

confidential and non-binding
requirement.

The ECB, one of whose top
priorities is to reduce non-
performing loans, also issued
guidance to banks on how to
manage their high volumes

of non-performing loans and
properly clean up their balance
sheets. Similarly, the EU’s
Economic and Financial Affairs
Council (Ecofin) proposed

an action plan that includes
additional measures to reduce the
stock of non-performing loans,
which must be adopted during
the first quarter of 2018.

In Spain, the Government passed
a decree law on urgent financial
measures, which included two
substantial changes: a reform

of the legal regime governing
cooperatives and the creation of
a new category of loss-absorbing
liabilities, “non-preferred senior
debt”, which will facilitate
compliance with the MREL and
the TLAC.
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KEY BUS

AT YEAR-END 2017, BANKIA INCREASED ITS
PROFIT AND MAINTAINED ITS DIVIDEND PER
SHARE, AFTER THE MERGER WITH BMN.

During 2017 Bankia strengthened its
sound capital position, continued to
imprave asset quality and achieved a

good performance overall in terms of the merger, the profit is 505 million,

banking activity and managed funds,
thanks to the impetus of the new
commercial model.

Following the merger with BMN, the
group has reinforced its competitive
position in Spain, establishing itself
as the fourth largest banking group
and posting a net attributable profit
of 816 million euros at year-end
2017, an increase of 1.4% compared
to the previous vear.

The commercial strategy, the focus
on efficiency and control of the

cost of risk have enabled Bankia

to achieve this result while at the
same time maintaining the dividend
payment of 11.024 euro cents per
share, thus making further progress
in the repayment of state aid.
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After the merger with BMN and the
recognition of 312 million euros of
one-time adjustments arising from

down 37.3% on 2016.

The “SIN comisianes” strategy
launched two years ago has
continued to bear fruit, bringing in
107,000 new customers with direct
income deposits, which translated
into higher business volumes and
increased fee and commission
income in value-added products.

This positioning has also
contributed to the good
performance of the mortgage
business, supported by the
“Hipoteca SIN Comisiones”
(mortgage without fees). When
launching this product, Bankia
set itself the target of doubling
mortgage origination during the
year, to reach 1,600 million euros.

In practice it exceeded this target,
granting mortgages for a total
amount of 1,908 million euros,
133.5% more than in 2016. Some
40% of the new mortgages are for
new customers.

Payment services also played an
important role in 2017, as in only
12 months a total of 210,000
credit cards were registered and
turnover in retail outlets increased
by 12.8%. The installed base of
POS terminals grew 14.9% and POS
terminal sales, 22.4%.




MORE DIGITAL,
MORE SATISFIED
CUSTOMERS

Customer satisfaction ratings also
improved significantly during the
year, reaching their highest levels
since the bank was created, while
new products and services were
developed to take advantage of the
new technologies.

The result has been significant
growth in new customers, with a
total of 158,000 net new customers
in 2017, and an increase in digital
sales, which reached 13.4% of total
sales at year-end.

As of the end of 2017, 40.5%

of Bankia’s customers are
multichannel (compared to 37.6%
one year earlier) and 20.6% use
mabile banking.

These advances in the commercial
strategy, which in 2017 were
reflected in higher volumes of
origination in key segments, are
set to continue in 2018 with the

start of the new activities the
Group will undertake now that the
2012-2017 Restructuring Plan has
concluded.

Another major milestones during
the year was the expansion of the
“Connect with your Expert” service,
which grew 94.8% in users. This
means that already more than
584,000 Bankia customers have
their own online personal adviser,
almaost twice as many as in 2016.

The goal for this year is that
“Connect with your Expert” (which
at the end of 2017 had a business
volume of 10,800 million euros)
should reach 750,000 users.

INTEREST RATE
PRESSURE
CONTINUES

In a continuing negative interest
rate environment, Bankia ended
2017 with net interest income of
1,943 million euros, down 9.6%
compared to 2016. Among the

816
MILLION

Net attributable
profit

158,000

Net new
customers
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factors driving these figures are
further downward repricings of the
mortgage portfolio and a decline in
the yield of the SAREB bonds.

In the last quarter of the year,
however, the customer margin
increased to 1.55% as a result

of the rise in the average rate at
which loans were granted and the
fall in the cost of new deposits.

Meanwhile, net fee and
commission income rose 3.2%, to
850 million euros, with particularly
strong performance in income
from payment services (+5.3%),
origination (+9%) and asset
management (+5.6%).

These good results were achieved
thanks to factors such as increased
customer activity and cross-
selling, the growth in assets under
management, the new digital
functionalities and the recovery of
the economic cycle.

1,908
MILLION

New mortgage
loans
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Net trading income contributed
368 million euros, up 52.6%.
This growth reflects the
realisation of unrealised gains
on sales of fixed-income
securities, especially in the
first two quarters of the year, in
anticipation of the foreseeable
rise in interest rates.

51.2%

Efficiency
ratio

i

14.83%

Fully loaded
CET 1 ratio

COST CONTROL
AS A STRATEGIC
MANAGEMENT

TOOL

Bankia’s gross income was down
4.4% at year-end 2017, at 3,027
million euros, while operating
expenses totalled 1,550 million
euros, remaining stable compared to
2016. This result demonstrates that
cost control is and will be part of the
group’s strategic management.

The efficiency ratio was 51.2%,
compared to an industry average
of 55.6% (according to the

latest figures available, covering
the period September 2016 to
September 2017).

The improvement in balance sheet
quality also helped boost earnings,
given that while reducing the
stock of non-performing loans and
foreclosed assets it also reduced
the amount of provisions to be
recorded by 9.4