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. The Spanish people are lazy and love to sleep the s  iesta.

2. Spain is the land of sunshine and beaches.

3. Spain is the land of bullfights.

4. Spain is the land of flamenco.

5. All Spanish people have dark hair, dark eyes, and d  ark skin.
6. Spain is the land of paella and sangria

7. Spain is the land of fiestas

8. The Spanish people love their ham.

9. The Spanish men are latin lovers.

10. Spain and Portugal can be commercially undertaken as a whole
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To take into account:

« According to the World Bank, Spain's economy is the ninth biggest worldwide
and the fifth largest in Europe. As of 2005, GDP was valued at $1.12 trillion,
just after Italy and before Canada.

*The Spanish economy is vibrant and has diversified from its original
agricultural base. Although farming and agriculture continue to be important for
the country, the manufacturing (motor vehicles, pharmaceuticals, technology
and telecommunications) and services (tourism, construction) sectors are the

pillars of the Spanish economy.

« Spain has also become a net exporter of capital in terms of direct investment
and is currently the second leading foreign investor in Latin America, behind
the US. At the same time, the Spanish government has eased regulations and

increased incentives in an effort to attract foreign firms and investments
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To take into account:

*There is much more to Spain than what the stereotypes paint. Spain is a
modern, industrialized country, with a high economic growth rate. The Spanish

are determined to improve their standards of living.

*Growth of industrial output stagnated in 2008 and has fallen sharply in 2009.
Major industries include, among othersm electronics, steel, chemicals,

fertilisers, food, wine and tobacco products, leather goods and timber products.

*Spaniards want to project a new image to the rest of the world because some
of the stereotypes about them are negative and are not true. They will keep the
positive stereo-types with no doubt.
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Conclusions

« Full name: Kingdom of Spain

« Population: 44.6 million (UN 2008)

« Capital: Madrid

« Area: 505,988 sq km (195,363 sqg miles)

* Major languages: Spanish (Castilian), Catalan and its variant Valencian,
Gallego (Galician), Euskera (Basque)

« Major religion: Christianity

« Life expectancy: 78 years (men), 84 years (women) (UN)

« Monetary unit: 1 euro = 100 cents

« Main exports: Transport equipment, agricultural products

* GNI per capita: US $29,450 (World Bank, 2007)

« Internet domain: .es (.cat for Catalonia)

« International dialling code: +34
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« The country is divided into 17 autonomous regions or provinces. Each region

has a Regional President, who reports directly to the President of the

Government.

« Currently the number of foreign populations living in Spain is having an
impact on both the upper end of the market for rich foreign expatriates and the
lower end for immigrants with lower incomes. These last two phenomena is

causing more fragmentation in the market.
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Top 10 Countries for Business Arrivals in 2006
2008|
China 23,435.8
France 10,765.6
Hong Kong, China 10,604.8
Italy 9,160.5
United Kingdom 8,618.9
USA 8,431.0
Germany 7,069.2
Spain 5,835.9
Austria 5378.5
Russia 5,118.1
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International Tourist Arrivals by Country 2006-2011 — Top Ten in the World|
‘000 people
2006 2007 2008 2009 2010 2011
China 53,510.9 60,045.2 68,836.5 76,071.0 85,5459 94,3323
France 75,344 .4 75,995.8 77,0496 78,3805 80,018.2 81,480.3
Spain 59,421.0 62,049.2 65,800.0 69,885.6 74,466.1 79,298.1
USA 52,463.3 55,370.0 58,075.9 60,886.0 63,734.7 66,684.2
Italy 36,7457 37,383.6 38,193.6 39,140.0 40,2296 42,093.2
United Kingdom 31,196.2 32,798.8 34,394.8 36,088.4 37,8911 39,808.7
Turkey 20,505.8 23,193.1 26,764.3 28,303.2 30,329.1 32,7781
Macau 20,749.8 22,653.4 24,566.9 26,480.3 28,3937 30,308.2
Germany 23,564.1 22,857.2 24,457 1 25,8023 27,350.4 29,0735
Russia 245171 25,069.6 257714 26,566.0 27,2919 28,075.2
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*As a result of the growth of the Spanish economy, distribution has become a
key factor in supplying the consumer market. Differentiated sales channels to
consumers have developed significantly in the last few years. These range
from traditional distribution methods, in which wholesalers sell to traditional
shops and these to the public, to more sophisticated methods, characterised
by an increased presence of large multinational hypermarkets, retail-stores and

central purchasing units.

*The vast majority of agents, distributors, foreign subsidiaries and government-
controlled entities that make up the economic power block of the country,

operate the areas of Madrid, Barcelona and North of Spain.

*The key to a foreign firm’'s sales success is either to appoint a competent
agent or distributor, or to establish an effective subsidiary in the Madrid or

Barcelona area.
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« Spanish importing is quite fragmented. Beware of giving exclusive national

distribution without first establishing whether your distributor has a solid

national network.

« Icelandic companies will posibly need more than one importer, plus a

separate agent for the Canary Islands.

« It is also common that a Spanish distributor can cover Portugal. In any case

this should be discussed separately once effective coverage is demonstrated.

« Be careful with your agreements with agents.

« Payments are usually based on 30, 60 or 90-day terms. Large corporations
negotiate or impose longer payment terms that can last up to six months.

Letters of credit are the most secure mean of payments. International

transactions are made in euro or US dollars.
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MARKET ENTRY - COMMERCIAL AREAS — SPAIN & PORTUGAL
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ENVIRONMENT

« Spain is increasing investment in pollution control and water resources
equipment. Specific plans and projects at a national and regional level support
Spain’s environmental policy. Water is an increasingly scarce resource in
Spain due to the impact of climatic change, and a major concern for the

industry and Government.

*Waste treatment is a rapidly growing sector in Spain, pushed by increasing
amounts of waste being generated as the economy expands and pulled by
growing green consciousness, the economics of materials recovery or energy
conversion and EU/Kyoto legislation. EU structural funding is also available for

major environmental projects




SOLAR ENERGY

Spain is the European country with higher solar radiation thanks to its
geographic location and its peculiar climatic conditions and therefore every
square meter of area receives around 1,500 kilowatts/hour of energy per year.
However, development of solar photovoltaic energy has always been very
limited due to the lack of ecological awareness and the need for high initial
investment.

In the past years, the reduction of costs and production bonus incentives given
by the Central Government have changed this trend, and we now have new
business groups in the photovoltaic market that have considerably increased
the overall industrial investment as well as generation of solar photovoltaic
energy. At the present time, Spain is the first producing country of
photovoltaic solar power worldwide , after having advanced Germany and
having accumulated an installed power of more than 2.600 MW.

WIND POWER SECTOR

*Spain’s wind-power sector has continued its dramatic growth. Installed
capacity in the country doubled in only three years, from 2003 to 2006, and is
expected to double again by 2010. Spanish companies rank in the world’s top
10 among both wind-farm operators and turbine manufacturers

*Wind supplied 9.5 percent of all Spanish electricity in 2007.
*Spanish turbine manufacturers have expanded globally, distributing to more

than 25 countries in America, Europe, and Asia. This is a really attractive
sector for potential technology or industrial suppliers.




HIGH-SPEED RAILWAYS

Spain is rapidly expanding its high-speed rail service, becoming one of most

connected countries in the world.

As the high-speed rail
network grows, Spanish
companies continue to
innovate and provide new
services and products at
lower prices to meet the

world’s growing demand.

BIOTECHNOLOGY

* The biotechnology sector in Spain is experiencing rapid expansion as a
consequence of the 25 percent annual growth in sector investment and biotech
employment increasing at a rate of 20 percent. Spanish biotechnology is
expected to account for 1.6 percent of GDP and create about 100,000 jobs in
2010. The positive environment and outlook makes Spanish biotech
companies worthy of consideration for Icelandic biotech companies looking for

European partners.

«Also the Spanish government has demonstrated its commitment to
technology transfer through Ingenio 2010, a program that includes more than
$1 billion in grant money for research and for efforts to encourage collaboration
between the public and private sectors both nationally and internationally.

( http://www.ingenio2010.es )




SOCIAL DEMOGRAPHIC OP.

The structure of Spanish society will increasingly be modified by evolving
family and economic behaviour and norms. Gay marriages are predicted to
continue increasing as the gay population becomes a more and more
influential segment of Spanish society.

Children are expected to become a rarity in Spanish society, making the "Child
as King" phenomenon even more present than it is today. Most importantly,
women are expected to become the cornerstone of Spanish economy as they
go out to work in rising numbers and become "breadwinners" just like their
husbands or partners.

The services sector is the most important source of revenue for the Spanish
economy, a situation similar to most European countries. Women are most
present in this sector, notably in education, catering and helping professions.
However, new sectors such as financial and business services are predicted to
become increasingly populated by women, notably because they are the ones
who pursue the highest levels of education

EDUCATION

« Over 200,000 Spanish students travel abroad every year to undertake
secondary, tertiary or summer-course studies, the most popular destinations
being the UK, Ireland, the US, France and Germany.

«Countries such as New Zealand, Malta, Australia, Canada and other exotic
destinations where English is commonly used as first or second language, are

also growing in popularity.




FOOD AND BEVERAGES

« Spain imports over 4 billion euro worth of seafood products per year, making
it the world’s third largest importer after Japan and the US. Opportunities exist

to diversify and increase the range of currently imported products.

*Higher incomes in Spain have also meant that ready-made meals and frozen
goods, which are generally more expensive, have taken an increasingly

important place in everyday diets.

*The development of bigger food stores offering wider product ranges and
cheaper prices has modified the food habits of many Spanish households.
Fresh foods are still an important part of the Spanish diet but they are loosing
ground to frozen alternatives. Fruit and vegetables accounted for nearly a

quarter of all food expenditure in 2007, a 5% rise from 1995.

« Anyway opportunities for almost any quality food item exist.

FISH AND FROZEN PRODUCTS

« Frozen fish products represented some 22% of the 1.20 million metric tons of
seafood consumed in Spain during 1988, according to a report recently

published by the FAO Globefish Research Program.
« With total per capita intake of fishery products put at over 30 kilos per year,

frozen's share amounted to 6.55 kg for every person in the 39 million

population country.

* Many of fish importers are located in the region of Galicia.




COSMETICS AND TOILETRIES

« Consumer expenditure on grooming and toiletries went up an impressive
79.1% in Spain during 1995-2007.

« Spanish people take good care of their skin and appearances, and future

trends on this market are also expected to be positive.
« Population ageing will boost demand for anti-ageing products.
* Global sales in the cosmetics and toiletries market were worth €6.384 billion

in Spain in 2004, making Spain the fifth largest consumer of these products in

Europe

TOURIST INDUSTRY

« On the other hand, Spain receives 51 million tourists per year, resulting in a
significant increase in the demand for high-value and consumer ready products
from the sector during the summer months. In Spain there is an increasing
number of importing companies specialized in distributing food and products

for this target, as well as offering services of any kind.

*The know how of the tourist sector in Spain can provide excellent partners for

the development of the tourist industry in Iceland.

*As tourist habits increases and Euro has reached a stronger position in the
latest years, the demand of new “exotic” destinations behave in the same way.

Iceland is perceived as a remote, attractive and “fresh” destination .




CAR INDUSTRY

« Spain produces more than 2 million of cars per year in around 20 plants all
around the country. Spain occupies the 7th position in the world ranking of
manufacturers and the 3rd position in Europe, over United Kingdom, France

and ltaly.

*Spanish carmakers have made up one-fifth of all exports and 6% of GDP in
recent years but are now struggling with a collapse in demand at home and

abroad.

CONSTRUCTION AND REAL STATE

*Spain's construction and real estate groups were among the largest in Europe
following a 10-year building boom but both industries are contracting

dramatically now.

«Approximately 300,000 construction workers lost their jobs during 2008.

*The banking sector has been hurt by the international credit crisis and growing
uncertainty at home. As the result of it the demand of houses, flats and
properties has decreased. Now many buyers are not able to get or pay the
credits for these properties and banks have become owners of so many
houses that need to re-sell. In Spain now there are more than 2 million of

empty houses on sale. The main part of them in the coast area.




NEW TECHOLOGIES AT HOME

Spaniards are also becoming increasingly enthusiastic about bringing new
technologies into their homes. Indeed, home internet access has soared over
the past few years. This trend is expected to continue this way, with

households buying more sophisticated and more expen sive

communication and household goods.

Desktop computers still make up the bulk of computer sales and personal
computer sales are predicted to grow in the future, with the increase in internet
access points (public and private). Wireless access is still not very
developed in public areas. Young people are having a positive influence
on the sales figures for electronic goods, such as games consoles and
broadband access . They are responsible for most music downloads in Spain,

the country in Europe with the highest rate of illegal music and video sharing.

HEALTH FOOD

«With a third of the Spanish population overweight, and with diabetes and
cardiovascular diseases being the leading causes of death, Spain's
increasingly poor diet might need to be reconsidered. Health foods are still only
a marginal option for many families. However, they are gaining more and more

importance, most notably in terms of the budget devoted to them.

« At present, Spain definitely lacks a specialised and segmented market of
health foods, which are more of a niche option, considering their price and
availability. Traditional fat-free yoghurt or skimmed milk as well as reduced fat
meals are indeed available, but the range of choice is quite limited. Spain lags
behind countries such as Germany and the UK in the availability of health food
alternatives despite spending as much as these countries. Supermarkets have

only a very limited section of organic or healthy option foods.




HEALTH AND FOOD - 2

«A third of the Spanish population will be over the age of 65 in 2050. Health
and nutrition habits will become increasingly important in maintaining the
health of this population.

« Spain is waking up to the fact that obesity and related causes of ill health are
becoming a common occurrence. The health and wellness market was worth
€2.1 billion in 2006 and is in the process of rising. There are also 4.5 million
people now who actually have a gym subscription, which indicates generalised
efforts to battle rising obesity rates. Older people, however, are not particularly
concerned about changing their eating habits and most of them still live and
cook in the traditional Spanish way. The health market is becoming
increasingly appealing for younger people, who want to have a healthy lifestyle
without abandoning Spanish food heritage .

DIY & GARDENING

*Spanish lifestyles have changed over the past decade. More and more people
are moving into their own homes in leafier and greener suburban areas. In
addition to doing repair and maintenance work themselves, they also need to
take care of their gardens. Many Spaniards live in flats and have limited
access to or need for plants and flowers. However, most balconies feature a

few plants anyway.

« Many Spaniards live in flats and have limited access to or need for plants and
flowers. However, most balconies feature a few plants anyway. People who
have gardens spend more and more of their leisure time working on them, as
the Spanish climate enables people to be outside most of the year. Garden

care is becoming a more common activity for many people




DIY & GARDENING

« Because Spanish lifestyles have evolved so recently, the national market still
holds tremendous potential for gardening and DIY goods . Plants and
flowers have accounted for 70% of the gardening mar ket up until
recently, but care products and tools (such as mowers, garden tools and
barbecues) are becoming increasingly popular in many homes as the average

size of Spanish dwellings slowly grows.

DOING BUSINESS WITH SPAIN

« Spanish people prefer one-on-one personal contact, so at least one visit to
Spain will probably be necessary to secure business.

 Business meetings are usually followed by a meal (lunch or dinner) to cement
the relationship. Make sure itineraries allow adequate time for relationship
building.




DOING BUSINESS WITH SPAIN

*Greetings

Addressing a person
*Business meetings and meal
«Conversation

*Regions

*Working hours

*Tipping

*Time and punctuality

*Gifts

*Dress

USEFUL INFORMATION SOURCES

« European Union: www.europa.eu.int

« Spanish Government directory: www.la-moncloa.es (Spanish only)
« Spanish Ministry of Trade: www.mcx.es (Spanish only)

« Spanish Institute of Foreign Trade: www.icex.es (Spanish only)

« El Mundo newspaper: www.elmundo.com (Spanish only)

« El Pais newspaper. www.elpais .com (Spanish only)

« Invest in Spain (Ministry of Economy): www.investinspain.org
« National Statistical Institute: www.ine.es

« Bank of Spain (Banco de Espafa): www.bde.es

« Central Companies Register: www.rmc.es

« Spanish Tourism: www.spain.info

*Spanish Chambers of Commerce: www.camaras.org (Spanish only)
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