GOVERNMENT OF PUERTO RICO

Government Development Bank for

Puerto Rico GDB

Economic Acti vdEHAY o) 1

September, October, November & December 2017

GDB



About the interpretation of the GDB-EAI

The GDEEAI is an indicator of general economic activity, not a direct measurement of real GNP. [T
annual growth rate of the EAE notthe same as the annual growth rate of real GNP.

A When it is annualized, thkevel of the EAlis highly correlated with théevelof real GNRwith a
Pearson correlation coefficient of 0.9760, for FY1882016).

A Annualgrowth ratesof both variables are also highly correlated (with a Pearson correlation
coefficient of 0.9547, for FY1982/2016).

A Nevertheless, the annual growth rate of the EBINOThe same as the annual growth rate of
real GNP. Being highly correlated does not mean being equal.

A In order to approximate real GNP growth from EAI annual growth, we estimate a linear regressi
model relating both variables.

A Plugging in EAIl annual growth rates into the resulting equation, we obtain estimates for the
annual growth rates of real GNP, which approximate real GNP annual growth figures published
the Planning Board.
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About the Interpretation of the GDB-EAI (2)

TheGDBEAI is an indicator of the general economic activity, not a direct measurememeafGNP.
Theannual growth rate of the EAE notthe same as the annual growth rate aéal GNP.

Real GNP
annual A However, real GNPgrowth estimatesbasedon the EAlare
growth Current relatively close (although not identical) to actual real GNP

GDB-EAI estimated real GNP growthfigures
Fiscal annual using the GDI annual

Year  growth EA growth A RealGNPgrowth for FY2016 was estimatedat -0.5% usinga

2882 ;ng ;ggf ;%‘ regression equation with the growth of the EAI as the
ddd Sk Sk independentvariable, while the PlanningBoard reported a

2005 1.4% 1.6% 1.9% . < A !

2006 0.1% 0.7% 0.5% declineof 1.1% TheA Yy R arn@akgrowth is calculatedas

2007 -1.5% -0.6% _1.20 the annualpercentagechangeof the twelve-month average

2008 -2.3% -1.3% -2.9%

2009 -4.2% -2.7% -38% A Onaverage,the indexbasedestimatesfor real GNPgrowth

2010 -4.9% -3.2% -3.6% were closeto the current estimatesof the PlanningBoard

2011 -2.8% -1.6% -1.7%

2012 0.0% 0.6% 0.5%

2013 -0.1% 0.5% -0.1%

2014 -3.4% -2.1% -1.8%

2015 -1.8% -0.8% -0.7%

2016 -1.4% -0.5% -1.1%
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About the interpretation of the GDB-EAI (3)

The graph compares actual real GNP growth rates with projected real GNP growth rates based ¢

GDBEAI.

Annual Growth Rate Comparisons:
Real GNP, and real GNP estimated with the Gb&
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Overview | September, October,
November & December 2017

In September, October, November & December 2017, the dd2Bregistered drops of 6.2%, 14.3%, 17.6%
and 14.0% in a-p-y basis, respectivelyina mo-m basis it showed three consecutive falls of 4.7%, 9.0%, 4,4
and a growth of 4.5% in December.

A The September 2017 figure for the EAlI was 115.4, a 6.2% fall compared to September 2016, and a cut of 4.7% comy
to August 2017. In October 2017 the EAI was 105.1, a plunge of 14.3% compared to October 2016, and a tumble of
when compared to September 2017. For November 2017 the EAI was 100.4, a collapse of 17.6% compared to Novel
2016, and a significant drop of 4.4% compare to October 2017. The EAI for December 2017 reached 104.9, or a dec
of 14.0% compare to December 2016, but advanced 4.5% compared to November 2017.

A Ona yearto-date basis (Julf017to December 2017he decline wa®.4%with respect to the same period of the
previous fiscal year

A Total nonfarm payroll employment foDecember 201 averaged367,900,an annualdecreaseof 5.1%.
A Electric powegeneration*for December 2017Totaled 1,051.2million kwWh, an annualecrease of 37.1%.

A The preliminary number for gasoline consumptiont*December 201Was99.3 million gallons, or 25.7% above
December 2016.

A Cement salefor December 2017 totaled 0.88 million bags, registering an annual decrease of 5.1%.

The monthly electric power generation indicator includes petroleum, natural gas, coal and renewable energy sources. Hierenergy is supplied hytility-scale solar
photovoltaic generating capacitivo wind farms and landfill gases sources.

The monthly gasoline consumption is estimated by the GDB from the Treasury Department's monthly gasoline excise tmsqudliecby importers which are transferred to P.R.
Highways and Transportation Authority. These collections fluctuate due to changes in inventories and purchases, whincdssanily reflect the actual monthly consumption

GDB reported by retailers.
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The complete series of the new EAI, which starts in January 1980, shows the recessions of FY1982 and FY1¢
the mild recession of FY199&andthe recession of 2001. It also shows tdewnward pathof the Index since

the beginning of the currentecession and the collapse experienced after the hurricanes stroked the Island in
September 2017.

GDB Economic Activity Index
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GDB Economic Activity Index: Data for the past decade

GDB

PUERTO RICO ECONOMIC INDICATORS

GOVERNMENT DEVELOPMENT BANK

GDB Economic Activity Index Go to Index Economic Analysis Division
(January 1980 = 100)
FISCAL YEAR * 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
JuLy 147.8 140.1 1343 1320 1345 129.7 127.0 126.0 1235 120.8
AUGUST 1475 1395 1342 1314 1345 129.6 126.7 1255 123.4 121.0
SEPTEMBER 146.3 138.7 1342 131.8 134.8 129.9 126.2 1253 1231 1154
OCTOBER 145.6 1379 1343 1324 1349 129.9 126.2 125.1 122.6 105.1
NOVEMBER 144.8 1374 1338 1335 135.1 1295 126.3 125.0 121.8 100.4
DECEMBER 144.9 137.2 133.1 1340 134.2 1287 126.5 125.0 1220 104.9
JANUARY 144.4 136.3 1328 134.2 133.6 1284 126.5 124.8 121.7
FEBRUARY 1435 136.1 1329 1343 1328 128.1 126.6 1246 122.4
MARCH 1423 136.2 1329 134.1 1321 128.3 126.6 124.1 121.9
APRIL 1417 136.2 132.8 134.2 1318 1279 126.4 1239 1222
MAY 140.9 135.9 1325 134.1 131.2 1276 126.3 1237 1217
JUNE 140.6 134.7 132.3 134.6 1304 127.3 126.1 123.7 121.1
YEAR OVER YEAR PERCENTAGE CHANGE
FISCAL YEAR * 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
JuLy -35 5.2 4.1 -1.7 18 -35 2.1 -0.8 -2.0 22
AUGUST -33 -5.4 -3.8 -2.0 23 -36 -2.2 -1.0 -1.7 -1.9
SEPTEMBER -38 5.2 -3.2 -18 23 -3.6 -2.8 -08 -1.8 -6.2
OCTOBER -3.6 5.3 -2.6 -15 19 -3.7 -2.8 -0.9 -20 -14.3
NOVEMBER -4.0 5.1 -2.6 -0.2 11 -4.1 -25 -1.0 -2.6 -17.6
DECEMBER -35 53 -3.0 0.6 0.2 -4.1 -17 -12 -24 -14.0
JANUARY -38 -5.6 -25 10 -0.5 -39 -15 -14 -24
FEBRUARY -4.1 5.2 24 11 -11 -3.6 -11 -16 -1.8
MARCH -4.9 -4.3 24 0.9 -15 -2.9 -13 -2.0 -1.8
APRIL -5.0 -3.8 -25 10 -1.8 -2.9 -12 -2.0 -1.4
MAY -5.3 -3.6 -25 12 22 27 -1.0 21 -16
JUNE -5.2 -4.2 -1.8 17 -3.1 -2.4 -0.9 -1.9 2.1
YEAR OVER YEAR DIFFERENCE
FISCAL YEAR * 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
JuLy -53 -1.7 -5.8 -22 24 -4.8 2.7 -1.0 -25 -2.8
AUGUST -5.0 -8.0 -53 =27 31 -4.9 -29 -12 -21 2.4
SEPTEMBER 57 -7.6 -4.5 -25 3.0 -4.9 -36 -1.0 -22 -1.7
OCTOBER -55 -7.8 -35 -2.0 25 -5.0 -37 -12 -25 -175
NOVEMBER -6.0 -1.4 -36 -0.3 15 5.5 -33 -12 -32 -21.4
DECEMBER -53 -1.7 -4.1 0.8 03 5.5 22 -15 -3.0 -17.1
JANUARY -5.6 -8.1 -35 14 -0.6 5.1 -2.0 -1.7 -3.0
FEBRUARY -6.2 <74 -3.2 14 -15 -4.8 -1.4 -2.0 22
MARCH -7.3 -6.1 -3.2 12 -2.0 -3.9 -1.7 -25 22
APRIL <75 -5.4 -34 13 -2.4 -3.8 -15 -25 -1.7
MAY -79 -5.0 -34 17 -3.0 -36 -1.3 -2.6 -2.0
JUNE 7.7 -5.9 2.4 23 -4.2 -3.1 -1.2 -2.4 -2.6
SUMMARY DATA
2010 2011 2012 2014 2015 2017 20
FISCAL YEAR *
AVERAGE 144.2 137.2 1334 1334 1333 1287 126.5 1247 122.3
DIFFERENCE -6.3 -70 -38 0.0 -0.1 -4.6 -23 -1.7 -24
% CHANGE -4.2 -4.9 -2.8 0.0 -0.1 -34 -18 -1.4 -1.9
JUL-DEC
AVERAGE 146.1 1385 134.0 1325 134.6 129.6 126.5 1253 1227 1113
DIFFERENCE -55 -1.7 -45 -15 21 5.1 -3.1 -1.2 -2.6 -115
% CHANGE -3.6 -5.3 -3.2 -1.1 16 -3.8 -2.4 -0.9 2.1 94
CALENDAR YEAR
AVERAGE 140.3 1349 1326 1345 130.8 127.2 1259 1234 116.5
DIFFERENCE -74 5.4 -2.3 18 -37 -3.6 -14 -24 -6.9
% CHANGE -5.0 -3.8 -17 14 -2.7 -2.7 -11 -19 -5.6
JAN-DEC
AVERAGE 140.3 1349 1326 1345 130.8 1272 1259 1234 116.5
DIFFERENCE -7.4 -5.4 -23 18 -37 -3.6 -1.4 24 -6.9
% CHANGE -5.0 -3.8 -1.7 14 -2.7 -2.7 -1.1 -1.9 -5.6

* Runs from July of the previous year to June current year.
Variable: EAIBGF_TS
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GDB Economic Activity Index Components

Total NonFarm Payroll Employment*
(Thousands of jobs)
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Electric Power Generation*
(Millions of kWh)
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Sources:BLS and PREPA
* Not seasonally adjusted.

A Total nonfarm payroll employment for
December 2017 averaged 867,900, an annual
decrease of 5.1%.

A Electric power generation for December 2017
averaged 1,051.2 million kwWh, an annual
reduction of 37.1%.

The monthly electric power generation indicator includes
petroleum, natural gas, coal and renewable energy sources. The
renewable energys suppliedby utility-scale solaphotovoltaic
generating capacity, two winhrms and landfiljases sources.



GDB Economic Activity Index Components

Gasoline Consumption*
(Millions of gallons)
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Cement Sales*
(Cement bags sold, in thousands)
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Sources:PRHTA and GDB
* Not seasonally adjusted.

A The preliminary estimate of gasoline
consumption for December 2017 was 99.2

million gallons, for an annual increase of
25.7%.

A Cement Sales for December 2017 totaled 0.88
million bags, an annual decrease of 5.1%.

The monthly gasoline consumption is estimated by the GDB from the
Treasury Department's monthly gasoline excise tax collections paid
by importers which are transferred to P.R. Highways and
Transportation Authority.
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Description of the
GDBEconomic Activity Index

GDB
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GDB-EAI Highlights and Composition

GDB Economic Activity Index Highlights

Advantages of the GDEAL

A Readily available

Al A3KE & O2NNBfFGSR (2 tdzSNI2 wAaO2Qa NBIf Dbt

AwSt Al otS (22t G2 Y2yAG2NI | Oldz2rtf GNBYR 2F t dzSNJ
The GDH=zAIlis made up of 4 indicators:

A Total Payroll Employment (Establishment Survey/ Thousands of employees)

A Total Electric Power Generation (Millions of kwh)

A Cement Sales (Millions of bags)

A Gas Consumption (Millions of gallons)
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