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Objectives of the GDB-EAI

The GDB-EAI was developed as a tool to summarize the behavior of several monthly
economic indicators.

The objectives of the GDB-EAI are:

=  To summarize the behavior of several monthly economic indicators.

= To be able to publish it in a timely manner.

= That its annual values are highly correlated to the real GNP in two dimensions:
= On the levels

= On the growth rates

= Saying that the GDB-EAI is highly correlated to the real GNP is not the same as saying that the Index
directly estimates the behavior of the real GNP. In other words, the GDB-EAI is not a monthly
estimate of the real GNP.

= It is important to update the index in order to better follow the targeted behavior.
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Objectives of the GDB-EAI (2)

Composite indexes should be updated to improve their reliability and the manner in
measuring the targeted behavior.

The original GDB-EAI was developed to make year-over-year (y-o-y) comparisons. So, the volatility
during the same year was not a big concern in its original design.

However, too much attention to the very short-run behavior of the index requires a solution that

diminish the volatility during the same year, to make month-over-month (m-o0-m) measurements
more reliable.
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Changes to the GDB-EAI

In order to reduce the volatility and to improve the measurement,
the seasonal adjustment method to estimate the GDB-EAI was changed.

The seasonal adjustment method of the components of the new GDB-EAI was changed from the
multiplicative moving average method to the tramo-seats method. Among other advantages, this
procedure estimates seasonal factors that can vary across different years.

The method reduces the volatility of the seasonal adjusted series, consequently diminishing the
volatility of the composite index.

In order to facilitate a transition to the new GDB-EAI, the previous version of the index will be
published until June 2015 simultaneously with the new version.

Beginning on July 2015, the new version will be the only one available for the GDB-EAI.
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Changes to the new GDB-EAI (2)

The level of the new index increased slightly while ...
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Changes to the new GDB-EAI (3)

...the volatility was reduced in terms of the month-over-month percent changes
(remaining around * 2%) and...
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Changes to the new GDB-EAI (4)

...in terms of the year-over-year percent changes. The y-o-y percent changes

remained similar to the previous estimates for the past three years.
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Changes to the new GDB-EAI (5)

The month-over-month and year-over-year changes of the new index are
smoother than the corresponding changes of the previous index.

GDB EAI GDB EAI
The table ShOWS the DATE previous A%m/m A%yly new A%m/m A%yly
Jan-13] 1317 -0.8% -0.6% 134.2 -0.6% -0.5%
value for € las Feb-13| 1304 1.0% 1.6% 1335 0.6% 1.2%
en- . -1.0% -1.67% . -U.07% -1.2%
Mar-13|  129.1 1.0% 2.0% 1327 -0.6% -1.6%
months of both
ind Apr13| 1289 0.1% 2.3% 1323 -0.3% 1.9%
1naexes. May-13| 1285 -0.3% 2.3% 1318 -0.4% 2.2%
un13| 1274 -0.8% 3.5% 131.1 -0.5% 3.1%
wk13| 1261 1.0% 4.0% 130.4 -0.5% -3.5%
The last quarter has
Aug-13| 1256 -0.4% 4.4% 1302 0.2% 3.7%
Sep-13|  127.3 1.3% 3.8% 130.4 0.1% -3.8%
snown St positive
oct-13| 1283 0.8% 3.8% 130.4 0.0% 3.9%
grOWth on am-o-m Nov-13| 1283 0.0% 4.2% 130.0 -0.3% -4.2%
. . Dec-13| 1273 -0.8% 4.2% 1292 -0.6% -4.3%
baS]S) ma]nly due to Jan-14| 1267 -0.5% 3.8% 12838 -0.3% -4.0%
increased gasoline Feb-14| 1262 -0.4% -3.3% 128.4 -0.3% -3.8%
. Mar-14|  126.1 0.1% 2.3% 1285 0.1% 3.1%
consum pt] on. Apr-14| 1255 04%  -26% 128.2 03%  -3.1%
May-14| 1251 -0.3% 2.6% 127.9 -0.2% -3.0%
. h un-14| 1244 -0.6% 2.4% 1276 -0.2% 2.6%
To view the complete w136 oew s | w74 o1% 2
. . s Aug14| 1230 -0.5% 2.1% 1271 -0.2% 2.3%
Ser]es.’ please Visit our Sep-14| 1233 0.3% 3.1% 1267 -0.4% 2.8%
website. Oct-14| 1241 0.6% 3.2% 1267 0.0% 2.8%
Nov-14|  124.2 0.1% 3.2% 1267 0.0% 2.5%
Dec-14|  124.0 0.2% 2.6% 1267 0.0% 1.9%
Jan15| 1235 -0.4% 2.5% 1269 0.2% 1.5%
Feb-15| 1242 0.5% 1.6% 127.4 0.4% -0.8%
Mar-15|  124.2 0.1% -1.5% 128.0 0.5% -0.4%
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Clarification about the interpretation of
the GDB-EAI figures

The GDB-EAI is an indicator of the general economic activity, not a direct
measurement of the real GNP. The annual growth rate of the EAIl is not the
same as the annual growth rate of the real GNP.

Fiscal
Year
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

New
GDB-EAI

annual

growth
-0.4%
1.7%
2.2%
1.3%
0.1%
-1.5%
-2.3%
-4.0%
-4.5%
-2.8%
-0.1%
-0.1%
-3.7%
-1.6%

Real GNP
annual

growth Actual real
estimated GNP
using the new annual
GDB-EAI growth

0.2%
1.9%
2.3%
1.6%
0.7%
-0.6%
-1.2%
-2.5%
-3.0%
-1.6%
0.5%
0.5%
-2.3%
-0.7%

GOVERNMENT

Nevertheless, notice that with some exceptions, the
real GNP growth estimates coming from the new EAI are
relatively close (although not identical) to the actual
real GNP growth figures.

(z’i:f « The annual growth for FY2015 was estimated using the
2'7; average of the first nine months of the index, and
1.9% comparing it to the average value for FY2014.

0.5%

12% ¢ With FY2014 data of the new GDB-EAI, the real GNP
-2.9% growth estimate shows a larger reduction than the
-3.8% actual figures published by the Planning Board, while
-3.6% the estimates for FY2015 would reflect a decline of
-1.7% 0.7%.

0.5%

-0.2%

-0.9%
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Clarification about the interpretation of
the new GDB-EAI figures (3)

Here is a comparison graph of the actual real GNP figures and the estimates of the annual
growth of the real GNP using the figures coming from the new GDB-EAI.

Annual Growth Rate Comparisons:
Real GNP, and real GNP estimated with the new GDB-EAI
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General Commentary - March 2015

In March 2015, the new GDB-EAI registered a -0.4% year-over-year (y-o-y) reduction,
and a month-over-month (m-o-m) increase of 0.5%.

The March 2015 figure for the new EAl was 128.0, a -0.4% reduction compared to March 2014, and an
increase of 0.5% compared to February 2015. On a year-to-date basis (July-March) the new EAI shows a
reduction of 1.9% with respect the same period of the previous year.

On the other hand, the March 2015 figure for the previous EAl was 124.2, a 1.5% reduction compared to
March 2014, and an increase of 0.1% compared to February 2015. Moreover, the FY2015 YTD (July-March) EAI
showed a reduction of 2.4% with respect to the corresponding figure for FY2014.

Total non-farm payroll employment for March 2015 averaged 910,800, an annual decrease of 0.6%. On a
YTD, total non-farm payroll employment has declined by 1.5%.

Electric power generation for March 2015 totaled 1,665.3 million kWh, an annual reduction of 4.6%. On a
YTD basis, electric power generation has declined by 2.7%.

The preliminary number for gasoline consumption* in March 2015 was 90.7 million gallons, 9.3% above March
2014. On a YTD basis, gasoline consumption has increased by 0.5%.

Cement sales for March 2015 totaled 1.30 million bags, registering an annual decrease of 4.6%. On a YTD
basis, cement sales were down by 11.0%.

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. These collections fluctuate due to changes in inventories and purchases, which
do not necessarily reflect the actual monthly consumption reported by retailers.
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» The new GDB-EAI registered a 0.4% year-over-year reduction in March, after showing a 0.8% y-o-y decrease in

February 2015. On a month-over-month basis, the new GDB-EAI increased by 0.5% in March 2015, after an

f 0.4% in February.

Increase o

New GDB Economic Activity Index
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February 2015. On a month-over-month basis, the old GDB-EAI increased by 0.1% in March 2015, after an
f 0.5% in February.

Increase o

in

» The previous GDB-EAI registered a 1.5% year-over-year reduction in March, after showing a 1.6% y-o-y decrease

Previous GDB Economic Activity Index
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» The previous GDB-EAI registered a 1.5% year-over-year reduction in March, after showing a 1.6% y-o-y decrease

in February 2015. The new GDB-EAI shows a reduction of 0.4% y-o-y in March, after a reduction of 0.8% y-o-y in
February 2015.

Comparison of the GDB-EAI: Previous and New
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Previous Index

PUERTO RICO MONTHLY ECONOMIC INDICATORS
GDB Economic Activity Index, Previous
(January 1980 = 100)

GOVERNMENT DEVELOPMENT BANK

OFFICE OF ECONOMIC ANALYSIS

PUERTO RICO MONTHLY ECONOMIC INDICATORS
GDB Economic Activity Index, New
(January 1980 = 100)

GOVERNMENT DEVELOPMENT BANK

OFFICE OF ECONOMIC ANALYSIS

New Index

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
JuLy 1539 154.9 1531 152.1 1457 1374 131.0 12838 1314 126.1 1236 JuLy 1558 158.0 154.7 1534 1482 140.8 1353 1330 1351 1304 1274
AUGUST 155.3 155.0 1528 151.4 1455 136.7 1311 1280 1314 1256 1230 AUGUST 156.7 1578 1545 152.7 1479 1404 1352 1323 135.1 130.2 1271
SEPTEMBER 154.1 155.6 1539 1511 144.8 136.6 131.8 1292 1323 1273 1233 SEPTEMBER 1553 157.6 1550 152.1 1468 139.7 1353 1325 1354 1304 126.7
OCTOBER 154.2 1558 1549 150.7 1442 1356 1324 1306 1333 1283 1241 OCTOBER 155.2 157.2 155.2 1512 146.0 1388 1354 133.0 1356 1304 126.7
NOVEMBER 1533 156.4 155.1 1504 1433 1354 1319 1320 1339 1283 1242 NOVEMBER 1545 157.2 1554 151.0 1453 1384 1347 1340 1358 130.0 126.7
DECEMBER 155.2 1558 154.7 1493 1431 1353 1309 1320 1328 1273 1240 DECEMBER 1559 156.8 1554 1505 1454 1382 1340 1345 1350 129.2 126.7
JANUARY 154.4 1559 1538 1487 142.2 1340 130.5 1324 1317 126.7 1235 JANUARY 155.7 156.7 1548 150.3 1450 137.3 1336 1349 1342 1288 1269
FEBRUARY 154.2 155.0 1526 1483 140.7 1338 1306 1325 1304 126.2 1242 FEBRUARY 156.3 156.1 154.0 150.0 1440 1370 1336 1350 1335 1284 1274
MARCH 1537 154.6 1516 1476 139.0 1334 1304 1317 129.1 126.1 1242 MARCH 156.6 155.7 1532 1499 1428 137.0 1336 134.8 1327 1285 1280
APRIL 155.2 1542 150.7 1472 1383 1340 130.2 1319 1289 1255 APRIL 1576 1555 1527 1494 1422 1370 1334 1349 1323 1282
MAY 156.3 154.3 1513 1465 1374 1336 1299 1315 1285 1251 MAY 1584 155.3 1528 149.1 1414 136.7 1333 134.8 1318 1279
JUNE 156.5 1535 1514 146.5 137.4 1323 129.7 132.0 127.4 124.4 JUNE 158.6 154.9 1529 148.7 1411 135.7 1332 135.2 1311 127.6

YEAR OVER YEAR PERCENTAGE CHANGE

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
JuLy 20 0.6 -11 -07 -4.2 -57 -4.6 -17 20 -4.0 -19 JuLy 11 14 -2.1 -0.9 -34 -5.0 -40 -17 16 -35 23
AUGUST 31 0.2 -14 0.9 -39 -6.0 -4.1 23 27 -4.4 21 AUGUST 16 0.7 -21 -12 -31 -5.1 -37 21 22 -37 23
SEPTEMBER 12 10 -11 -18 -4.2 -57 -35 -19 24 -38 -31 SEPTEMBER 05 15 -17 -18 -35 -4.8 -32 -20 22 -38 28
OCTOBER 0.7 11 -0.6 27 -4.4 -6.0 23 -14 21 -38 -32 OCTOBER 02 13 -12 -2.6 -34 -5.0 -25 -18 19 -39 -28
NOVEMBER 0.6 21 -0.9 -30 -4.7 -55 2.6 0.1 15 -42 -32 NOVEMBER 0.0 18 -12 -29 -38 -7 26 -05 13 -4.2 25
DECEMBER 19 0.4 -0.7 -35 -4.2 54 -33 09 0.6 -42 26 DECEMBER 11 0.6 -09 -32 -34 -4.9 -31 04 04 -4.3 -19
JANUARY 19 10 -13 -34 -4.3 -57 2.6 14 -0.6 -38 -25 JANUARY 11 0.6 -12 -29 -36 -53 27 10 -05 -4.0 -15
FEBRUARY 0.6 0.5 -16 28 5.1 -49 24 15 -16 -33 -16 FEBRUARY 11 -0.2 -13 -2.6 -4.0 -4.8 -25 11 -12 -38 -08
MARCH 05 0.6 -19 -27 -5.8 -4.0 2.2 10 -20 -23 -15 MARCH 14 -06 -16 -22 -47 -4.1 -25 0.9 -16 -31 -04
APRIL 13 -06 23 23 6.1 -31 2.8 13 23 -26 APRIL 20 -13 -18 21 -49 -3.6 -26 11 -19 -31
MAY 26 -13 -19 -32 -6.2 -28 2.7 12 -23 -26 MAY 28 -19 -16 -24 52 -33 26 12 22 -3.0
JUNE 22 -19 -13 -32 -6.2 -37 -1.9 18 -35 24 JUNE 2.3 -2.3 -13 2.7 -5.1 -39 -18 15 -3.1 -2.6

SUMMARY DATA SUMMARY DATA

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
FISCAL YEAR FISCAL YEAR
AVERAGE 1547 155.1 153.0 149.2 1418 1348 1309 1311 1309 126.4 AVERAGE 156.4 156.6 154.2 150.7 1447 138.1 1342 134.1 1340 129.2
DIFFERENCE 24 04 21 -38 74 -6.9 -4.0 02 0.1 -45 DIFFERENCE 20 02 -23 -35 -6.0 -6.6 -39 -01 01 -4.8
% CHANGE 16 0.3 -1.3 25 -4.9 -4.9 -2.9 0.1 -0.1 -35 % CHANGE 13 0.1 -15 -2.3 -4.0 -4.5 -2.8 -0.1 -0.1 -3.6
JUL-MAR JUL-MAR
AVERAGE 1542 1554 1536 1499 1432 1354 1312 1308 1318 126.9 1238 AVERAGE 1558 157.0 154.7 151.2 1457 1386 1345 1338 1347 1296 1271
DIFFERENCE 21 12 -18 -37 -6.8 -78 -42 -04 10 -5.0 -31 DIFFERENCE 14 12 23 -35 55 71 -4.1 -07 09 -5.1 25
% CHANGE 14 0.8 -1.2 2.4 -4.5 5.4 -3.1 -0.3 0.8 -3.8 2.4 % CHANGE 0.9 0.8 -15 -2.2 -3.6 -4.9 -3.0 -05 0.7 -3.8 -1.9
CALENDAR YEAR CALENDAR YEAR
AVERAGE 1553 1543 1514 1459 137.7 1325 130.2 1323 128.2 1247 AVERAGE 1573 1554 1526 148.1 1411 1359 1333 135.1 1313 1276
DIFFERENCE 18 -1.0 -30 54 -83 52 23 21 -40 -36 DIFFERENCE 23 -20 -28 -45 -70 -52 -26 18 -38 -38
% CHANGE 12 -0.6 -1.9 -3.6 -5.7 -3.7 -1.8 16 -3.1 -2.8 % CHANGE 15 -12 -1.8 -3.0 -4.7 -37 -1.9 14 -2.8 -2.9
JAN-MAR JAN-MAR
AVERAGE 154.1 155.2 152.7 148.2 1406 1337 1305 1322 1304 126.3 1240 AVERAGE 156.2 156.1 1540 150.1 1439 1371 1336 1349 1334 1286 1274
DIFFERENCE 15 11 -25 -45 -75 -6.9 -32 17 -1.8 -4.1 23 DIFFERENCE 18 -01 -21 -39 -6.1 -6.8 -35 13 -15 -4.8 -12
% CHANGE 10 0.7 -1.6 -2.9 -5.1 -4.9 -2.4 13 -14 -3.1 -19 % CHANGE 12 -0.1 -14 -2.6 -4.1 -4.7 -2.6 1.0 -1.1 -3.6 -0.9

GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO
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GDB Economic Activity Index Components

Total Non-Farm Payroll Employment*

(Thousands of jobs)
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Sources: BLS and PREPA
* Not seasonally adjusted.

GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO

= Total non-farm payroll employment for

March 2015 averaged 910,800, an annual
decrease of 0.6%.

= Electric power generation for March 2015

averaged 1,665.3 million kWh, an annual
decrease of 4.6%.
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GDB Economic Activity Index Components

Gasoline Consumption*
(Millions of gallons)
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= The preliminary estimate of gasoline
consumption for March 2015 was 90.7

million gallons, for an annual increase of
9.3%.
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Cement Sales*
(Cement bags sold, in thousands)
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Sources: PRHTA and GDB
* Not seasonally adjusted.

GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO

= Cement Sales for March 2015 totaled 1.30
million bags, an annual decrease of 4.6%.

*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
GDB-Economic Activity Index
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GDB Economic Activity Index Highlights and Composition

Advantages of the new GDB-EAI:

= Readily available

= Highly correlated to Puerto Rico’s real GNP

= Reliable tool to monitor actual trend of Puerto Rico economy
= Month-over-month comparisons are now more reliable

The GDB-EAI is made up of 4 indicators:

Total Payroll Employment (Establishment Survey/ Thousands of employees)

Total Electric Power Generation (Millions of kWh)

Cement Sales (Millions of bags)

Gas Consumption (Millions of gallons)
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Description of the New GDB-EAI

= The new GDB-EAI is a coincident index for the economic activity of Puerto Rico. It is highly
correlated to Puerto Rico’s real GNP not only on the levels, but also on the annual growth rates.

= This index was developed following the methodology similar to that used by The Conference Board
in their coincident index. This methodology follows a standard procedure to adjust the data for
seasonality and volatility factors.

Real Gross National Product as a function of the
New GDB Economic Activity Index

Relationship on the levels: FY1981-FY2014 Relationship on the growth rates: FY1981-FY2014
y = 49.328x - 469.61 RZ =0.99679 y =0.7769x + 0.0058 R? =0.8963
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Sources: GDB
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Disclaimer

The GDB-EAlI and its indicators are subject to
revisions. While the information comprising the GDB EAI
has been obtained from sources GDB believes to be
reliable, GDB is not responsible for any errors or
omissions, or for the results obtained from the use of this
information.
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