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Spain: The Hole In Europe’s Balance Sheet 
 
 
 

Dives sum, si non reddo eis quibus debeo. 
I am a rich man as long as I don't pay my creditors. 

 
Titus Maccius Plautus (c. 254–184 BCE), “Curculio” 

 
 
THEMES 

 
> Spain = Japan 2.0? –  We argue that 1) the real estate crash in Spain is worse than is widely believed, 2) 

Spanish banks are hiding their losses, and 3) investors are smoking crack if they believe that Spanish banks 

are among the strongest in Europe, (see Forbes latest  Spanish Banks In Top Form).  If all these are true, 

Spain will soon have zombie banks like Japan. 

 

> Banks are hiding losses – We believe that Spanish banks are not marking their real estate loans to market 

and are extending credit to zombie construction companies.  They do this by 1) Getting a boost from 

accounting changes, 2) Not marking loans to market, 3) Continued lending to zombie companies, 4) 

Extending 40 year and 100% loan-to-value loans, and other bubble-like lending practices.   We look at each 

of these in turn. 

 

> Spain is in deflation – In a deflationary environment, servicing debt becomes even harder.  Even when 

rates go to zero the real burden of debt goes up.  That is why deflation is such a terrible thing.  Eastern 

Europe, Spain and Ireland are now all experiencing the beginning of deflation.  We believe that we will see   

much more deflation to come, which will have broad ramifications across the European banking sector.   

 

> Who’s holding the bag? – The periphery countries are net debtors, and the rest of Europe is the net 

creditor.  When a debtor can’t pay, the creditor suffers.  Germany, France and others will need to cope with 

recapitalizing the periphery and Spain. 

 

 

STRATEGIES 

 

> We recommend shorting or being underweight Spanish bonds and equities, particularly banks, builders and 

anything related to the consumer.  
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SPAIN = JAPAN 2.0?  

 
We hate to bang on about Spain like an old Salvation Army drum, but we believe that Spain is a 
disaster waiting to happen.  Misunderstanding the severity of the crisis will prove costly to investors 
as it will have profound implications to the European banking system.   
 
Spain is set for a long, painful deflation that will manifest itself via a spectacularly high 
unemployment level for an industrialized economy, a real estate collapse and general banking 
insolvencies.   
 
Spain had the mother of all housing bubbles.  To put things in perspective, Spain now has as many 
unsold homes as the US, even though the US is about six times bigger.  Spain is roughly 10% of 
the EU GDP, yet it accounted for 30% of all new homes built since 2000 in the EU.  Most of the new 
homes were financed with capital from abroad, so Spain’s housing crisis is closely tied in with a 
financing crisis. 
 
The impact on the banking sector will be severe.  Consider this: the value of outstanding loans to 
Spanish developers has gone from just €33.5 billion in 2000 to €318 billion in 2008, a rise of 850% 
in 8 years. If you add in construction sector debts, the overall value of outstanding loans to 
developers and construction companies rises to €470 billion. That's almost 50% of Spanish GDP. 
Most of these loans will go bad.   
 
Spanish banks, in our view, are now facing a very bleak outlook. Spain's unemployment rate 
reached over 17%; there are now four million unemployed Spaniards and over one million families 
with not a single person employed in the family.  
 
We argue and will document anecdotally in this report that:  

• The real estate crash in Spain is worse than is widely believed, much as the subprime 
problem was much worse than people believed  

• Spanish banks are hiding their losses and rolling over debt to zombie companies, much as 
Japan did in the last decade 

• Investors are deluding themselves if they believe that Spanish banks are among the 
strongest in the world. (This is a new theme.  See Forbes’s latest “Spanish Banks In Top 
Form” for an example of the new fawning articles on Spanish banks.)   

 
If we are right, Spain will soon have zombie banks like Japan and it will face a prolonged 
period of deflation.  However, Spain will be much worse.  As Edward Hugh, the doyen of clear-
headed analysts of Spain, points out, “Japan in 1992 could leverage its own savings, it had a 
current account surplus of 3% of GDP. Spain has massive external debt - in 2007 the current 
account deficit was 10% of GDP - and little in the way of major export industries.”   
 
 
 
PUTTING TOGETHER A MOSAIC 

 
At Variant Perception, we try to stay away from writing too many words.  Anything that cannot be 
explained with a few charts is most likely not worth explaining.  In the case of Spanish banking’s 
subterfuge and hiding of bad loans, we have had to assemble a mosaic of news pieces, interviews 
with banking insiders and others to piece together what is in fact happening.  This reminds us very 
much of the early days of subprime where all the banking results looked good, until they didn’t.  We 
believe it will be the same with Spanish real estate. 
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THE SITUATION IN SPANISH HOUSING IS MUCH WORSE THAN PEOPLE THINK 

 
The standard line that most analysts buy about Spanish banks is the following:  
 

• Dynamic provisioning – In 2000, Spain's central bank introduced a system of “dynamic 
provisioning” that forced banks to build up reserves against future losses.  Spanish banks 
reserved three to four times as much as most of their international competitors.  In a sense, 
the Bank of Spain was building countercyclical buffers to prepare for an eventual credit 
crisis. 

• Prudent lending – The large private Spanish banks claim that their risk management led 
them to concentrate mortgage lending on primary residences in the cities at reasonable 
loan-to-value ratios, leaving lending to developers and buyers of second homes to the 
Cajas. 

 
However, despite dynamic provisioning, in the recent rally, Spanish banks have been rushing left, 
right and centre to shore up their capital.  It is a good start, but we believe they still have not done 
enough.   

The magnitude of the Spanish problem is staggering, and will overwhelm all the benefits of dynamic 
provisioning. Spain has 613,512 homes that are finished but unsold as of December 2008, 
according to the Spanish Housing Ministry.  To that number, you’d have to add 626,691 homes that 
were under construction as of that date.  Of those, 250,000 were sold (but subject to cancellation) 
and the others were ready to hit the market.  So conservatively, Spain has over 1,000,000 unsold 
homes.  Unfortunately, many of the homes are on the coast, and without a return of overleveraged 
British tourists, they are likely to remain unsold.  Spain’s homes are all in the wrong places. 

Spain’s building stocks bubble looks very much like the US bubble and other classic bubbles.  It 
went up 10x and then went down 90%.  The math is very simple. 

S&P/Citi Spain Property Stock Index
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Given this woeful state of affairs, you might assume Spanish house prices had suffered like US 
house prices.   This is not the case.   
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As the following chart shows, according to official statistics, Spanish house prices are down little 
more than 10% from their peaks.  

Spain House Price Index
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Why have Spanish banks not experienced the same fate as American, Irish and UK banks?  We've 
often wondered how it is that our thesis for Spanish real estate and industrial collapse has not 
created more victims.   
 
We believe that Spanish banks are hiding their problems.  We explore how they are doing this 
through:  
 

1) Getting a boost from accounting changes 
2) Not marking loans to market 
3) Continued lending to zombie companies 
4) Making 40 year and 100% loan-to-value loans 

 
Let’s look at them in turn. 
 
 
1) Getting a boost from accounting changes 
 
The Bank of Spain is thought of as a very conservative, prudent institution.   That is true, but it is 
now changing its tune.  It must now be very concerned for the fate of some Spanish banks and 
working to help them avoid posting losses this year.  
 
In July the Bank of Spain changed its provisioning rules on risky mortgages.  Previously, banks 
have made provision for the full value of loans above 80% of a loan to value ratio after two years of 
payment arrears.  Following the new directives from the Bank of Spain, banks now only need to 
reserve for the difference between the value of the loan and 70% of the property’s market value.  
For many Spanish banks, this has allowed them not to lose money this year. 

 
Source: http://www.ft.com/cms/s/0/adcd2d5c-725d-11de-ba94-00144feabdc0,dwp_uuid=4034778a-37aa-11dd-aabb-0000779fd2ac.html   

Source: http://www.economist.com/businessfinance/displaystory.cfm?story_id=14133692&CFID=75849280&CFTOKEN=62919779  

 
 
2) Not marking loans to market 
 
We also believe that Spanish banks are not marking their books to market.  According to an article 
from the 19th of April in Expansión, the Spanish equivalent of the Financial Times, entitled 'Spanish 
banks control half of all real estate appraisals.' ,  Spanish banks control 25% of appraisals directly 
and another 25% indirectly through their shareholdings.   
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In the words of Expansión:  
The valuation of the guarantees of the mortgage book of the cajas and banks and of its 
real estate gains importance.  The thirteen companies tied to financial entities 
represented 47% of all real estate appraisals in 2007.   
The valuation of these real estate assets has taken on new importance for banks in the 
context of the current economic recession.  The valuation of the mortgage guarantees 
and of the real estate assets they are taking on through the courts and debt for equity 
swaps is key to calibrate the solvency of the financial system.  This situation has placed 
the focus once again on the links between banks and the real estate appraisers that 
goes beyond in many cases a mere commercial relationship. 

Source: http://www.expansion.com/2009/04/19/inversion/1240172606.html  

 
Official housing statistics are not corroborated by anecdotal evidence, web searches and the real 
estate sales by the banks themselves.  According to a study by El Mundo, housing prices in many 
areas of the coasts have already dropped 30-50%.  

Source: http://www.elmundo.es/elmundo/2009/08/07/suvivienda/1249655305.html  

 
 
Spain also confronts to problems of banks essentially taking on defaulted assets onto their books at 
the stated value of the mortgage.  The following comes from a highly regarded foreign surveyor in 
Spain, describing what happened to a client who had run into problems: 

On the banking side, he stated that one development had already been taken back by 
the bank. However, the bank had 'bought' the development from the developer for the 
price of the mortgage. Thus they had converted a non-performing mortgage into a 
property asset. However, the bank is now the owner of a development it cannot sell and 
is unlikely to for a number of years and has a debt of its own in the purchase price 'paid'. 
The banks are not experienced developers/property marketers and thus are building up 
problems for themselves, which must come to light at sometime, depending upon 
accounting practices. Alternatively, there is the potential that they are then bundling 
these discounted properties on to friends or holding property companies with notional 
loans and interest being rolled up until the property is sold. 

 
Source: http://www.surveyspain.com/articles/asp-stats-comments.htm  

 
 
3) Rolling over loans to zombie construction companies 
 
In the last few weeks we’ve seen many Spanish property companies announce that they had 
refinanced their debt, which will postpone bankruptcy for a time.  The latest to announce debt 
refinancing has been Realia, and before that Aisa, Afirma, Reyal Urbis, and Renta Corporacion.  
After the debacle of having to seize Colonial and Martinsa-Fadesa in 2008, Spanish banking stocks 
tanked and few Spanish bank executives want to see a repeat. 
 
This lending to zombie developers will merely postpone the day of reckoning.   
 
Banks have realized that instigating a bankruptcy process when builders can’t roll their loans or sell 
houses isn’t good for builders or for them.  They now try to give as much rope to the builders as 
possible so that they don’t have to report large defaults.  They are hoping that they can postpone 
the inevitable as long as possible in case things do turn around.   The government and the Bank of 
Spain, in this regard have adopted the same attitude as the Bank of Japan and the Japanese 
government.   
 
In the words of a banking insider:  
 

As soon as a small business becomes delinquent, even if it is a longstanding client, it is 
“everyman for himself” and everyone runs away as if he has the plague.  But in the case 
of the big builders, the bank is fed up with taking on more assets and gives them a line 
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of credit so that they can at least pay interests on their existing debts and give them 
room for two years to see if things fix themselves and if they can pay the loan back.    

Source: http://www.cotizalia.com/cache/2009/08/02/noticias_96_pymes_solventes_credito_inmobiliarias.html  

 
The willingness of banks to play ball with developers shouldn’t come as a surprise.  As they say in 
banking, “If you owe me a million, it is your problem.  If you owe me a billion, it is my problem.”  
 
The lending to Spanish developers has been institutionalized in agreements between the banks and 
the main developer’s body, the Asociación de Promotores Constructores de España (APCE).  
Spanish banks will provide 40 year, 100% loan to value mortgages for any home that is discounted 
by 20% by a developer.  The buyer has no need for a down payment.  Santander signed such a 
deal with the APCE in order to reduce the stock of housing outstanding.  This is another way to 
provide credit indirectly to zombie developers.   

Source:  http://www.elmundo.es/elmundo/2009/07/29/suvivienda/1248879035.html 

 
We are not the only ones to point out lending to zombie developers.  Analysts at Credit Suisse 
wonder about the accounting applied to some €9.5 billion of real estate assets seized from failing 
developers since the start of 2008 in debt-for-equity swaps.  In these type of transactions, a 
bankruptcy is postponed and it requires less capital to be put up against the property assets coming 
on to bank balance sheets than would happen through a formal bankruptcy process.  As we have 
pointed out earlier, the equity value in these debt for equity swaps is highly suspect given the 
control of most appraisers by the banks.   
 

Source: http://www.euromoneyjobs.com/Article/2246412/Solvency-is-still-the-issue-for-Spanish-banks.html 

 
 
4) Offering 100% Loan to Value loans, 40 year mortgages and other bubble-like practices. 
 
Spanish banks are now the largest real estate holders in Spain.   They have come to own properties 
through many different avenues.   
 
In order to hide from the effects of the real estate crash, Spanish banks have been buying 
properties before the loans on them go bad and trying to dispose of them through their own real 
estate companies.   They have also come to own dozens of thousands of homes through debt for 
equity swaps.   Estimates put the value of property repossessed or swapped for debt by Spanish 
banks at about €16 billion. 
 
Consider the following: Spanish banks are now running their own real estate companies and have 
websites set up to move their stock.  Among selling points are: pricing discounts of 25-50%, 
financial terms of Euribor plus 0% over 40 years, and guarantees to re-purchase the property in the 
future. 
   

• BBVA is selling its repossessions via Anida.www.anida.es/anida  

• CAM has set up Mediterranean International to sell off the bank repossessions. 
www.mediterranean-international.com  

• Banco Popular  repossessions: Aliseda Gestion Inmobiliaria is owned by Banco Popular to 
handle the repossessions. www.gesaliseda.es/ 

• Banco Santander – sells through Santander Altamira Real Estate 
www.altamirasantander.com Reportedly they have already sold half of their homes through 
generous financing terms, many to its own employees. 

• Banco Sabadell – sells through their property division www.solvia.es/GesPisSolWeb  

• Banesto – Sells through a network of more than 20 real estate agencies, including Knight 
Frank International.  

• La Caixa – sells through Servihabitat. www.servihabitat.com/svhPortal   

• Caja Madrid – Sells through their website and the auction house Reser 
www.salaretiro.com/Servlet/RESER/Bridge/481_84900  
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• Bancaja – sells through its own website. Preference is given to existing clients, bank 
employees and their families. 

• Caixa Catalunya – Sells through their real estate division Procam www.procam-
inmobiliaria.com/home_es.php  

• CAM Bank – Sells through their real estate division Mediterranean Inmobiliaria. 
 

Source: http://www.elmundo.es/elmundo/2009/05/19/suvivienda/1242718086.html  

 
Spanish banks classify property as A or B (not to be confused with Spanish “dinero A” and “dinero 
B”, which is legal money and money which one hides form the tax man):  

• Type A is from developers who have built new apartment blocks or houses, where the 
developer couldn’t pay or refinance a loan.   It is estimated that these account for more than 
70% of the current stock. 

• Type B is old homes repossessed from owners who cannot pay their mortgages.  Forecasts 
for this year alone expect to increase to more than 75,000 homes. 

 
The existence of large real estate portfolios on the banks’ balance sheets can lead to very perverse 
conditions.  On the coasts of Murcia, for example, developers went from high sales two years ago to 
almost none in the entire first half of 2009.  The developers believe that the banks are engaging in 
competencia desleal, which is unfair competition.  When a customer goes to a bank to get a 
mortgage, the bank steers the customer towards its own real estate book and offers 100% loan to 
value ratio mortgages to move the houses off their books.  So the banks don’t want the developers 
to go bust, but they actively compete with developers to sell their own stock… 

Source: http://www.elmundo.es/elmundo/2009/08/13/suvivienda/1250156134.html  

 
DUBIOUS PRACTICES 

 
After bubbles burst, investors always find the cockroaches they had overlooked earlier. We believe 
that when a much closer look is taken at Spanish construction companies and banks, they will find 
cockroaches in Spain, just as investors have with the US real estate bubble and subprime industry.   
 
For example, we would point out that on the construction side Martinsa-Fadesa, the biggest 
bankrupt builder, inflated its books: 
 

For example, a plot of land in Guanarteme (Las Palmas, The Canaries) belonging to 
Fadesa, valued at €1 million, was revalued at €170 million once Martinsa took over 
Fadesa to become Martinsa-Fadesa. 
  
From one day to the next, and without apparent justification, another plot of land in 
Culleredo (Galicia) was revalued from €1.5 million to €84 million, helping to inflate the 
value of the assets on Martinsa-Fadesa’s books . 
  
Then there is the example of the property in Puerto Real (Cadiz, Costa de la Luz, 
Andalucia), which went from €336,000 to €65 million, an increase of 19,000%. 
  
These are just some examples of dubious accounting practices highlighted in a report 
by the court-appointed administrators handling Martinsa-Fadesa’s insolvency. These 
practices allowed Martinsa-Fadesa to book a profit in 2007, despite its increasingly 
precarious financial situation. 

  
Source: http://www.spanishpropertyinsight.com/buff/2008/12/accounting-irregularities-at-martinsa-fadesa 

 
On the banking side, we can observe similar patterns once sunlight is let on to the books.   
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Caja Castilla La Mancha (CCM), the entity that faced intervention by the Bank of Spain 
in March, saw its delinquency rates shoot up from 9.3% at the end of 2008 to 12% on 
March 31st, with non-performing loans of around €2.48 billion.  

 
Source: http://www.negocios.com/ccm-morosidad/4663.html 

http://www.cotizalia.com/cache/2009/03/30/noticias_24_banco_espana_interviene_negativa_auditor_firmas_cuentas.html 

 
We find it interesting that as soon there is a closer look at the books by regulators, the holes on the 
balance sheet suddenly become larger.   
 
 
 
WHAT IS THE ENDGAME FOR SPAIN? 

 
As we pointed out in the last monthly commentary, Spain’s problem is tied in with the problem of the 
entire European periphery.  The boom years following the adoption of the euro provided 1) easy 
money via negative real interest rates, and 2) overvaluation of prices as measured by real effective 
exchange rates. 
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Source: Eurostat 

 
Spain, and the rest of the European periphery, can solve their problems either through 
massive productivity gains, which is highly unlikely, or through a reduction in wages and 
prices in the order of 20-30%, which is what will happen slowly and painfully.  You could call 
such a reduction of wages and prices an “internal devaluation”.   
 
Such an internal devaluation will imply large losses to domestic banks and to external creditors.  In 
the case of Eastern European countries, the damage will be bad, but not very large.  In the case of 
Spain, writing off mortgage debt will be massive.  We estimate that Spanish real estate losses will 
be over €250 billion when all is said and done.  Clearly Spanish and foreign banks are unwilling to 
admit to the size of the problem and write off the debt.  That is why the losses are being hidden.  
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Running large trade deficits is a form of dis-saving.  Spain’s large growth in consumption has had to 
be financed by the rest of Europe.  At its worst, Spain’s trade deficit was among the highest in the 
world in absolute and relative terms at around 10% of GDP in late 2007.   

Spain Trade Balance (mn EUR)
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Indeed, Spain’s current account deficit at one stage was the largest in the world besides the United 
States in absolute terms.  The Spanish economy acted like a giant consumer sucking up savings 
from the rest of Europe.  
 
The fundamental problem, in the words of Edward Hugh, is:  
 

As the trade deficit has persisted and the current account deficit has grown so the 
financing to square the account, which was basically the funds needed to fuel the 
mortgages, also grew.  Of course, now that Spanish people are saving rather than 
borrowing, there is no accounting item to offset the negative CA balance, the external 
position becomes unsustainable, and the whole Spanish economy folds in on itself, 
valiantly as the government may try to keep the bicycle moving by borrowing and 
borrowing. 
 
Also of note here is the way the deficit of the income account has simply grown. This 
is the outflow of interest on all the borrowing, and now runs at €3 billion a month. This 
item is the first thing that will need covering once Spain has a trade surplus. 
 
Of course the worst thing about a financial crisis, when a country enters one, is that 
the cost of servicing the debt (interest payments) also rises, as credit downgrades 
come, and investors demand more risk premium. This is what normally sends a 
country spiralling out of control once a critical threshold has been triggered. Spain, of 
course, can't be that far from this threshold at this point, which is why it would be 
better that the administration do something to move in another direction before the 
inevitable happens. 

 
Source: Edward Hugh, Spain Economy Watch 

 
For most emerging economies, this type of crisis would be quickly evident as a country exhausted 
its foreign exchange reserves.  However, months import cover (the number of months of imports 
foreign exchange reserves could absorb) within a monetary union is an academic question because 
with the collective reserves of the ECB the Bank of Spain is merely a clearing house.  So in Spain’s 
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case, the typical poor vital signs for emerging economies that indicate increased macroeconomic 
risk are missing.  When things go bad for Spain, there will be very little advance notice. 

Spain Official Reserve Assets (Euro mn)
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Spain Months Import Cover
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The high degree of consumption in Spain has mostly come from external borrowing and has not 
been financed out of existing savings.   
 

Spain Gross and Net External Debt to GDP
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Source: Edward Hugh, Spain Economy Watch 

 
How bad is that relative to other countries?  Spain’s external debt is extremely high in relative and 
absolute terms.  It is among the highest in the world, the fifth largest: 
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REAL INTEREST RATES: DEFLATION IS A BITCH 

 
Eastern Europe, Spain and Ireland are now all experiencing the beginning of deflation.  We believe 
that we will see much more deflation to come, which will have broad ramifications across the 
European banking sector.  The periphery countries are net debtors, and the rest of Europe is 
the net creditor.  When a debtor can’t pay, the creditor suffers.  Germany, France and others 
will need to cope with recapitalizing the periphery and Spain.  In the words of Plautus, “I am a 
rich man as long as I don't pay my creditors.”   A deflationary spiral means that most of the debt will 
need to be written off, and the creditors will have to absorb the losses. 

In a deflationary environment, servicing debt becomes even harder.  Even when rates go to zero, 
prices and wages can go down faster and the real burden of debt can still go up.  That is why 
deflation is such a terrible thing.   

 

Spain now has negative CPI 
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Spain CPI YoY
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And negative PPI 

Spain Producer Prices YoY

-6

-4

-2

0

2

4

6

8

10

12

F
e

b
-0

0

A
u

g
-0

0

F
e

b
-0

1

A
u

g
-0

1

F
e

b
-0

2

A
u

g
-0

2

F
e

b
-0

3

A
u

g
-0

3

F
e

b
-0

4

A
u

g
-0

4

F
e

b
-0

5

A
u

g
-0

5

F
e

b
-0

6

A
u

g
-0

6

F
e

b
-0

7

A
u

g
-0

7

F
e

b
-0

8

A
u

g
-0

8

F
e

b
-0

9

 

Inflation in Spain has been negative for the last three months in a row.  Spain has not experienced a 
similar decline in inflation like this in over 47 years.  However, the Bank of Spain and the 
government are behaving like ostriches with their heads in the sand.    

The problem with deflation is that even low interest rates are extremely high.  Despite massive cuts 
by the ECB, real interest rates in Spain are still elevated due to negative CPI and PPI.    

Real Spanish Mortgage Rates
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Real ECB Rate in Spain
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Spain is not the only country facing deflation.  It is a problem for the entire European periphery.  
Ireland, for example, has the highest rate of deflation in the world.   Prices in Ireland are falling at an 
annual rate of 5.9%, well ahead of the drops in other countries – only Thailand, at 4.4%, comes 
even close. 

ECB Rate vs Ireland Real Interest Rate
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We believe that Ireland’s experience is what Spain will see more of in the months ahead as the 
economy slowly adjusts to new realities.   Almost all of Ireland’s banks have been taken over by the 
government, and Ireland is struggling to decide how best to dispose of its bad assets.  We believe 
Spain will be much more like Ireland than any of its European neighbours.   

Oddly, even though inflation is negative, and unemployment is high, unions are still winning pay 
rises.  Most wage agreements in Spain are reached through collective bargaining on an industry 
level.  So far, wage increases are happening above the ECB’s 2% target inflation rate.   (It should 
come as no surprise that businesses try to get around wage bargaining. Last year almost five 
million jobs were temporary in Spain.)        
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Spain Unemployment Rate
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Given how far out of line wages are with unit labor costs and the reality of deflation in Spain, we see 
Spain’s unemployment level heading towards 25%.  With a 25% unemployment rate and a debt 
deflationary dynamic, how exactly do the banks think they’ll be paid back?  Who will earn the money 
to pay the mortgage payments, and how will housing be affordable when wages have been 
deflated?  Assuming the worst has passed in Spain does not pass the common sense test.   

We believe Spanish politicians and international investors have grossly misjudged Spain, but events 
will force them to change their mind.  In retrospect Spain will be viewed much like subprime where 
all the banking results looked good, until they didn’t.  This is typical of bubbles, and Spain will be no 
different.   
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