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SPAIN – TIME TO BUY
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“Spain has recently moved to
current account surplus, for
the first time in at least a
decade.”

As highlighted in my October 2011 note on sovereign debt, when a country which has been running a current account
deficit for a prolonged period of time and is then able to move to current account surplus, I believe investors are advised
to buy. Spain has recently moved to current account surplus, for the first time in at least a decade.

As Spain’s current account deficit continued to grow, markets began to worry about the credit worthiness of Spanish debt
from 2007 onwards, as reflected in Spanish CDSs.
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As the private lending market began to get nervous about Spain, the Spanish Central Bank had to become the lender of
last resort to domestic borrowers. Increasingly Spain’s Central Bank had to rely on the ECB for funding.

Spain’s borrowing from the ECB is now declining as the country has moved to a current account surplus, which means it
can finance itself from domestic sources. Furthermore the current account surplus has two very supportive features.
Spain now runs a trade surplus with the rest of Europe and Spain also runs a trade surplus in manufactured goods.
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A strong current account with signs that the Spanish equity market has found a relative bottom against the German equity
market all suggest Spanish assets are a buy.
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Spain currently suffers from high unemployment and very slow growth, but Spain has also undergone some significant
reforms, and labour and land are cheap. With signs that domestic activity looks to be bottoming, the risk reward of
Spanish assets looks good to me.
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DISCLAIMER
This Market View has been prepared and issued by Russell Clark Investment Management Ltd (the "Firm") authorised and regulated
by the Financial Conduct Authority. It has been approved as a financial promotion by the Firm and as such is intended for
professional clients and eligible counterparties only and is not intended for retail client use. It is not intended for distribution to
any country where such distribution or use would be contrary to local law or regulation.
This Market View is provided for information purposes only and should not be regarded as an offer to buy or sell any investments or
related services that may be referenced herein. No guarantee is made as to the accuracy of the information provided which has been
obtained from sources believed to be reliable. The view expressed in this Market View are the views of the portfolio manager at time
of publication and may change over time. Nothing in this Market View constitutes investment, legal tax or other advice nor is it to be
relied upon in making an investment decision. No recommendation is made positive or otherwise regarding individual securities
mentioned herein. Past performance is not indicative of future performance. The price of investments can go up as well as down and
can be affected by changes in the rates of exchange. The information contained in this document is strictly confidential and is
intended only for the use of the person who has been provided the Market View by the Firm. No part of this Market View may be
divulged to any person, distributed, resold and or reproduced without the prior written permission of the Firm.
Where “forward looking” information, including estimates, projections and subjective analysis and judgement are provided no
representation as to the accuracy of such projections or estimates or that they may be realised. Certain assumptions used in
formulating such “forward looking” information may differ materially from actual events or conditions.
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