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The tourist strategy facing Gran Canaria in thisyear 2008 isdirected at two plansof
action: renovation and communication.

With respect to the former: What do we understand by renovation? Well, the
regeneration of the most degraded and ill-equipped tourist spaces, in order to
reposition them in our markets of origin and equal the levels of occupation and
profitability they used to obtain in the past.

Along these lines, the creation of the Urban Planning Consortium for the
Renovation of Tourist Infrastructures in the South of Gran Canaria, provides a
pioneer experience in the Canaries, and it ishoped that its establishment in 2008
willallow usto progresstogether with the objectives sought.

With this Consortium we expect to accelerate the renovation of public space and
try to encourage the participation of operatorsand private investors.

If we make this effort on our idand, the other task we must undertake in parallel is
that of communication, improving the recognition and the transmisson of the
brand, Gran Canaria, abroad.

How can we bolster thistask of communication? Frstly, by showing the other side
of our destination, that is, those attributes least known by some markets. nature,
culture, gastronomy, and so on.

Secondly by making use of those people with linksto Gran Canaria, asa way of
transmitting and conveying knowledge about the idand amongst our potential
clients.

If we go by the bare facts, the main decision sourcesfor a trip to Gran Canaria are
the opinions of family and friends; for which reason the satisfaction of the client
and their customer loyalty isfundamental.

Fnally, in the medium term, we will have to communicate to our markets the
progress obtained in terms of renovation, which will allow us to consolidate the
repositioning of our brand in the whole of Europe.

Along these renovation lines is the framework of the present report, which from
now on will have a more direct and clear format with which we want you, our
tourist sector, to reach conclusions on the 2007 year close and examine the
outlook offered by the forthcoming Summer Season 2008, in Gran Canaria.

Roberto Moreno Diaz
President Councillor
Gran Canaria Tourist Board
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1. Total entries of tourists to Gran Canaria. Year 2007.
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Demand Group 2006 2007 Var total Var %
Tourist arrivals (foreign flights) 2.753.696 2.714.181 |- 39.515 -1,43%
National tourists 604.155 647.652 45.497 1,20%
[Foreign tourists (national flights) 79.867 95.854 15.987 16,66%
Total Tourists to Gran Canaria 3.437.718 | 3.457.687 19.969 0,58%
1. 1 Foreign tourist entries. Gran Canaria. Total. 2007.
INBOUND TOURISM IN GRAN CANARIA. 2006-2007.
COUNTRY 2006 2007 DIFERENCIA VAR %
GERMANY 778.679 751.364 -27.315 -3,51%
AUSIRIA 45.681 37.833 -7.848 -17,18%
BELGIUM 63.531 65.882 2.351 3,70%
DENMARK 133.245 133.881 636 0,48%
RUSSAN FEDERATION 904 0 -904 -100,00%
ANLAND 116.040 118.463 2.423 2,09%
FRANCE 25.040 11.625 -13.415 -53,57%
UNITED KINGDOM 657.221 666.635 9.414 1,43%
NETHERLANDS 192.711 179.609 -13.102 -6,80%
IRELAND 105.792 109.553 3.761 3,56%
ITALY 42.030 28.600 -13.430 -31,95%
NORWAY 210.454 216.001 5.547 2,64%
CZECH REPUBLIC 19.293 20.220 927 4,80%
POLAND 7.021 6.900 -121 -1,72%
SWEDEN 186.381 199.958 13.577 7,28%
SWITZERLAND 52.552 65.107 12.555 23,89%
PORTUGAL 24.830 23.893 -937 -3,77%
LUXEM BOURG 13.322 13.051 -271 -2,03%
ICELAND 14.194 10.633 -3.561 -25,09%
OTHER COUNTRIES 64.273 54.973 -9.300 -14.47%
TOTAL 2.753.194 2.714.181 -39.013 -1,42%
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Inbound tourism. Foreign travellers.
2003-2007. Gran Canaria.
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INBOUND VISITORS TO GRAN CANARIA.
GERMANY AND UNITED KINGDOM. 2003-2007.
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1.2 Indicators of air connectivity.
Incoming passengersto Gran Canaria. Leading carriers. 2006-2007.
Carriers 2006 2007 Var total Var %
Hapag 301.132 304.483 3.351 1,11%
Condor 292.362 269.402 -22.960f -7,85%
Thomson fly 154.666 185.468 30.802| 19,92%
My Travel 270.188 259.876 -10.312f -3,82%
Transavia 126.653 127.647 994 0,78%
Thomas Cook 122.013 124.254 2.241 1,84%
First Choice 67.502 57.015 -10.487| -15,54%
Fnnair 64.304 69.686 5.382 8,37%
SAS 68.975 81.935 12.960] 18,79%
Monarch 37.367 42.361 4.994| 13,36%
Serling 50.546 55.726 5.180| 10,25%
Air Berlin Group 198.809 201.529 2.720 1,37%

Incoming passengersto Gran Canaria. Hrst origin airports. 2006-2007.

Sources. AENA, IET.

Airports 2.006 2007 Var total Var %
MADRID /BARAJAS 718.704 772.317 53.613 7,46%
BARCELONA 150.583 166.057 15.474 10,28%
LONDREY GATWICK 143.648 156.632 12.984 9,04%
AMSTERDAM/ SCHIPHOL 156.543 138.551 -17.992 -11,49%
MANCHESTER /INTERNACIONAL 151.163 130.438 -20.725 -13,71%
090 119.130 118.067 -1.063 -0,89%
DUSSEIDORF 102.545 100.220 -2.325 -2,27%
FRANKFURT INTERNACIONAL 109.754 97.645 -12.109 -11,03%
HELSINKI / HELINKI-VANTAA 86.051 83.641 -2.410 -2,80%
ESTOCOLMO/ARLANDA 81.684 82.971 1.287 1,58%
Incoming lowcost passengers. Spain. 2007.
AIRPORTE PAX Var %
Palma de Mallorca 4,541,262 29,20%
Barcelona 3.407.753 45,90%
Malaga 2.650.868 9,60%
Alicante 2.233.377 13,30%
Madrid-Barajas 2.232.815 95,40%
Girona 2.139.926 31,50%
Valencia 1.198.968 52,30%
Murcia 804.490 15,40%
Tenerife ur 739.894 37,80%
Gran Canaria 598.098 66,60%
OTHERS 3.359.373 14,10%
TOTAL 23.906.824 33,90%




o

GranCanaria

Patronato de Turismo

1.3  Tourist entries. Canary Islands.

Inbound visitorsto Gran Canaria. 2006-2007. Spanish and foreigners.

Islands 2006 2007 Total Var Var %
Gran Canaria 3.437.718 | 3.457.687 19.969 0,58%
Fuerteventura 1.620.094 | 1.731.804 111.710 6,45%
Lanzarote 2.192.449 | 2.214.037 21.588 0,98%
Tenerife 4.731.568 | 4.734.801 3.233 0,07%
La Palma 163.660 169.932 6.272 3,69%
Total 12.145.489| 12.308.261 | 162.772 1,32%

Sources: AENA, ISTAC.
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2. Occupation. Accommodation occupancy survey. Gran Canaria. 2007.
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Accomodation Occupancy Survey. INE. 2006-2007. Gran Canaria.

Gran Canaria Travellers Overnight stayqOccup by beds |Occup by rooms Personnel empl.
2.006 3.598.516 27.643.110 57,18% 71,69% 13.560
2.007 3.606.726 27.430.582 59,12% 73,06% 13.830
Var % 2007-2006 0,23% -0,77% 1,95% 1,37% 1,99%
Occupancy rates, by months.
Gran Canaria. 2006-2007.
I 2006
—— 2007
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Hotels vs. apartaments. Gran Canaria.

Accomodation Occupancy Survey. INE 2006-2007. Gran Canaria. Hotelsand apartments.

Gran Canaria Travellers Overnight ssajyOccup by beds]Occup by rooms Length of stay JEmployees
Hotels 2.080.689 13.810.867 71,28%) 77,34%) 6,64 9.308
Apartments 1.526.037 13.619.715 53,21%) 70,98%) 8,92 4.522

uppacncy accomodation survey. Apartments.

2006-2007. INE.
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3. Prices:

CONSUMER PRICE INDEX. 2007. |
CANARY ISLANDS SPAIN
2007 MONTH VAR YEAR-OVER-YEAR MONTH VAR YEAR-OVER-YEAR
TOTAL 0,6% 4,3% 0,4% 4,2%
Hotels, cafeteriasand restaura 0,7% 3,9% 0,4% 4,9%
LASPALMAS S C DETENERIFE
2007 MONTH VAR YEAR-OVER-YEAR MONTH VAR YEAR-OVER-YEAR
TOTAL -0,2 3,40 -0,20 2,90
Hotels, cafeteriasand restaura 0,20 2,20 0,50 3,80
HOTEL PRICE AND REVENUE INDEX. 2007. APARTMENTS PRICE INDEX. 2007.
PRICES YEAR-OVER-YEAR |REVENUES YEAR-OVER-YEAR YEAR-OVER- YEAR !
CANARIAS 1,00%|CANARIAS 1,20%|Average 1,77%
BALEARES 3,70%| BALEARES 3,80%|Normal rate 2,73%
ANDALUCIA 0,10%|ANDALUCIA 0,10%|Weekend rate 1,47%
NACIONAL 1,20%|NACIONAL 1,70%|TTOO rate 1,29%

Source: INE



4. Employment:

TOURIST EMPLOYMENT FIGURES

SURVEY OF ACTIVE POPULATION (Thousands). INE.

UNEMPLOYMENT IN GRAN CANARIA AND MUNICIPALITIES. GLOBAL. TOURISM. 2007.

PERSONS REGISTERED IN THE SPANISH EMPLOYMENT AGENCY (INEM).

INEM GRAN CANARIA
TOTAL TOURISM

UNEMPLOYED 63.628 7785
TOURISM/TOTAL 12,24%

INEM [SAN BARTOLOME _|LAS PALMAS G.C. [MOGAN
UNEMPLOYED TOURISM 2007 1.226 2.578 403
UNEMPLOYED TOURISM 2006 1.103 2,515 376
Var % 10,03% 2,44% 6,70%

FORTH QUARTER 2007 CANARIAS SPAIN
EMPLOYED 911,5 20476,9
YEAR-OVER-YEAR VAR. 2,78% 2,38%
UNEMPLOYED 112,8 1927,6
YEAR-OVER-YEAR VAR. -1,90% 6,46%
UNEMPLOYMENT RATE 11,02% 8,60%
TOURISM SECTOR CANARIAS SPAIN
EMPLOYED 201,5 2563,6
YEAR-OVER-YEAR VAR. 5,90% 3,90%
TOURISM/TOTAL 22,11% 12,52%
EMPLOYED PEOPLE. TOURISM,

REGIONS EMPLOYED % IN TOURISM
BALEARES 95.806 19,40%
ANDALUCIA 432.315 13,10%
CATALUNA 430.453 12,10%




Markets of origin. Evolution and outlook.

1 German speaking markets.

The end of the Winter Season 07/08 ismarked by a good month of March (Easter),
but also by a month of April with a steep fallin demand.

Thiscircumstance isemphasised because many hotelsof the Mediterranean Coast
open their doors before the forthcoming summer. The recent increase in the fuel
supplement by airline companies especially weighs on those middle distance
European destinations, such asthe Canariesand Madeira, and once again affects
family unitsfull on.

The bookings for Summer 2008 continue at a good rate, the greater demand
having occurred during the Chrissmas season and the month of January, as
confirmed by the different travel agent co-operatives and tour-operators. The
offers by the tour-operatorsto book in advance, have, thisyear more than ever,
given a greater impulse to the Summer season; which makes it foreseeable that
between March and May the demand will become substantially weaker to later
become “last minute” offersasfrom June.

At the moment the summer islessthan clear for the Rewe Touristik tour operators
that have not had a good winter, especially ITS Alltourshasalready announced a
second price catalogue forthe end of March and ThomasCook hasstill not found
the route to positive figures.

Especially good are the expectationsof summer businessfor TUl, and it seemsit will
once again be a good year for the small, medium sized and specialist tour
operators. Medium sized operators such as Shauindand or FIl are at present
surpassing the businesslevels of travel agencies, since they are quick and flexible
in their management, have well defined quality products and pay good
commissions.

Amongst the destinations for the Summer 2008, clearly highlighted by their growth
are Turkey, Egypt and Tunisia, with very aggressive pricing. Spain grows thanks to
the bookings to the Canaries and the Balearics, but bookings to mainland Spain
diminish. Cruises, academic tripsand active holidays, continue on a high.

As the year progresses, the demand in Germany could see itself conditioned by
the socio-economic climate. The beginning of the year hasbeen marked by the
credit crisis, the closure of large enterprises for relocation purposes in Eastern
countries, inflation and the economic dowdown announced by the German
govermnment.
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The rise in fuel prices fully affectsthe tourist industry, which has already made the
necessary readjustments in their final prices. from mid January, Thomas Cook will
apply a 9 euro route charge to short distances, 17 eurosto the Canaries, Madeira
and Egypt, and 39 euros to long distances, Rewe Touristik, 10, 15 and 40 euros
respectively; and TUI Deutschland, 10 eurosfor short distances, 16 eurosfor median
distances and 38 euros for long distances. Alltours y Oger Tours have not yet
arrived at decisionson thisrespect.

2 National Market.

The national tour operators foresee that they will cover their sales expectationsfor
the Winter Season 2007-2008.

Nevertheless, there exists some uncertainty on sales to the Canary Idands in
general due to the dynamism of emerging destinations which are very price
competitive.

With a view to the Summer Season 2008, the tour operators objective is to
maintain the levelswith respect to the previousseason.

Any rise will be based on the greaternumberof direct flightsto Gran Canaria, be it
charter on behalf of the tour operators, or regular flights by the various airline
companies.

In this way, an increase in the frequency between previoudy connected airports
and the aperture of routeswith new cities, willbe obtained.

Therefore, after the close of ATUR, the predictionslead usto be cautious, since we
must be conscious of the effect the economic stuation can generate on the
travelling intensity of Soanish people thisyear.

3 Latin Markets.

ltaly:

The Italian economy isfeeling the dowdown. After a good start to 2007, the month
of December hasregistered a strong decrease in the production industry, whilst
consumer mistrust increases in a complicated political arena, with anticipated
electionsdue in the month of April.

In the field of tourism, the crisis of Alitalia (with its possible sale to Air France-KLM)

must continue to be highlighted, since the company has already reduced flights
from Milan Malpensa, from 360 scheduled dalily flightsto 105.

11



With respect to the outlook of the tourist sector for the coming summer, all the
operators are waiting for the late February travel fairs;, only then will we know in
detail the new trends and summer forecasts, where in all probability Egypt will
once again be the stardestination.

4 English Market.

The British source market hason other occasonsdemonstrated its robustness and
maturity in difficult stuations, but withstanding the relative economic stability which
the United Kingdom enjoys, the 2008 outlook for the tourist sector in the British
market cannot ignore such influential factors as; the sensation of generalised
uncertainty in the world economy, the high pricesof petrol and the strength of the
Euro with respect to the Pound (which places destinations such as Sain in a
disadvantaged postion compared to competing destinations outsde the Euro
zone).

In thissense, it ispossible that the British will in a certain measure reduce part of the
budget assigned to travel, which will consequently affect the number of trips
carried out.

In the last few yearsthe United Kingdom hasreaffimed the consumertendency of
taking a long trip once a year and several shorter trips, especially city-breaks or
escapades, during the year.

Furthermore, the high cost of petrolisgoing to increase the price of travel, and this
could affect, to a large extent, the growth of long distance destinations.

Both Thomas Cook and TUI Travel have cut their capacitiesto short and medium
distance destinationsby up to 30%in some cases, in orderto centre their attention
on their long distance expansion programmes to destinations such as Mexico,
Cuba, the Dominican Republic, Costa Rica, Brazil or Thailand.

The large British tour operatorsmaintain a general optimistic outlook forthe present
Winter Season 07/08; in the case of Gran Canaria, with an increase in capacity on
the previous winter and booking levels very smilar to those registered during the
previousyear.

Sales for the summer, however, are taking their time to get going, emphasising
once again the tendency towardslast minute salesand a reduction in advanced
salesduring the months of January and February. In the case of the Canariesand
Gran Canaria, bookingsremain at smilar levelsto the previousyear.
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5 Scandinavian Market.

The Nordic markets are supported by a favourable economic situation which has
made possble the present day unprecedented travel activity.

Gran Canaria hasbeen one of the destinations which has greatly benefited from
the favourable economic situation of the Nordic markets, although in a relatively
modest way if compared to the percentage growth of its great emerging
competitor destination, Thailand.

However, if instead of percentages we talk about absolute figures, our idand
remainsa favourite destination in all the Nordic markets.

It isimportant to point out that in the last two years, the “qualitative” perception
towardsGran Canaria hastaken a notable positive turn.

The main tour operatorshave decided to base their promotional campaignson a
client segment with a higher than traditional profile; in thisway, our destination has
been able to situate itself in a position more in accordance with itstrue potential.

For the year 2008 it is foreseen that thistendency will prevail, although somewhat
diminished, since the growth forecast for those countries in the Nordic zone is
dightly lessthan the figuresof 2007 (after the good figures of the last few years).

6 Dutch Market.

The stuation of thismarket has been highly influenced by the imposition of an air
transport Eco-tax in Holland. This tax will be especially high on flghts whose
destination isthe Canariesand which, asfrom July, wil mean a grave problem to
competitivity.

Moreover, the loss of the air link provided by the exit of Martinair from the idand,
should be compensated with the support of the tour operatorsfor the destination.

The outlook for the summer is quite uncertain, although the strong positioning of

this market in Gran Canaria could help us, together with the elimination or
reduction of the aforementioned tax on airtransport.
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EXECUTNIVE SUMMARY

According to ourown estimates, the volume of tourist busnessin Gran Canaria
increased dightly in 2007, with a rise of 0.25% with respect to the year 2006 (in
figureswe are talking of a volume of 3,571 million euros).

This result is the consequence of a small rise in client volume and tourist
expenditure (0.58% and 0.72%, respectively), compensating for the decrease in
the average time of stay.

If we compare our results with that of the Canaries and Sain, we observe a
smilar tendency with respect to sustained numerical levels: whilst in the
Canarian archipelago asa whole the number of tourists has increased dlightly
and the level of expenditure decreased, Spain hasregistered a 2%rise in clients
(the smallest increase in the last few years).

However, if we look further-a-field, we can see that tourism on a global scale
increased by 6% in 2007, thusevidencing two key factors: firstly, that tourism isa
resistant sector to world crisisand, secondly, that the emerging destinationsare
leading world growth in tourism (the rise in Turkey, Egypt and Morocco in 2007
are examples of our competitors potential), compared to traditional
destinations, which solely maintain theirlevelsof demand.

Entrance of foreign tourists to Gran
Canaria, by months. 2006 vs 2007.

0.000 t‘ 4
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Returning to Gran Canaria, and observing in detail the results of 2007, we must
take into account two factors:

The postive figures of 2006 (which took advantage of exogenous
circumstances favourable to Gran Canaria) and the sustainability of
activity in 2007, after a previous year of prosperity, are important points
that must be highlighted.

The behavioural change in the second half of the year: After a negative
close to the Winter and beginning of the Summer Seasons, with the
arrival of August this tendency changed (if between January and July
the arrival of clients fell 2.74%, between August and December the
number of tourists to Gran Canaria grew by 3.77% with respect to the
previousyear).
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In this change of tendency, the role of the British market has been
fundamental; from mid-summer, the support of tour operators towards the
destination of Gran Canaria and the arrival of new flights from the United
Kingdom have motivated this increase, with the consequence of the first
growth of the British market in the last few years.

Together with thisrecovery we must also take into account the results of other
markets as a whole (such asthe national, Swiss, Belgium, Irish or Scandinavian
markets).

These good figuresin such diverse marketsevidence the growing diversification
of ourdemand and allows Gran Canaria to be the only idand of the Canarian
Archipelago that least dependson itsmain markets.

59.74% of tourists to Gran Canaria are German, British or Spanish, whilst in the
whole of the Canarieswe are looking at figures of greater than 70% of market
quota in these said three markets.

Diversification of tourist demand in the Canarias. 2007.
Market quota Germany, U.K. and Spain Other markets
Gran Canaria 59,74% 40,26%
Fuerteventura 76,41% 23,59%
Lanzarote 76,07% 23,93%
Tenerife 73,85% 26,15%
La Palma 82,95% 17,05%
Canarias 70,77% 29,23%

Fuentes: AENA. ISTAC.

Once busness volume and client numbers have been analysed we can also
observe the occupational levels of our establishments: According to the data
provided by the INE (the National Satistical Institute) and totalling the number
of hotel and non-hotel establishment figures, the occupation level in Gran
Canaria increased by more than one percentage point in 2007.

However, the total levels of 59.12% place occupation and 73.06% room
occupation vary depending on whether we are talking about the hotel or the
non-hotel sector.

Both segmentsshow improvement in 2007; however, the differential in favour of
hotel accommodation remains, with time of stay growing by 3.7%, whilst in the
non-hotel establishmentstime of stay hasdecreased by 5%.

Apart from this fact, Gran Canaria is the national leader in non-hotel
accommodation occupation, whilst in the hotel sector, the idand wasthe only
tourist area which showed an improved occupational level amongst its main
competitorsin 2007.
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What can we expect in 2008?

The tourism results of 2008 are going to be markedly influenced by the world
economic stuation, affected by financial instability (originating in the United
Sates sub-prime mortgage crisis) and the price increase of basic necessity
goods(cereals, dairy products, petrol, and so on).

As an example: The food price average calculated by the weekly magazne
The Economist hasreached itshighest levelssince 1845. Take note: The price of
wheat and soya increased by more than 80%in 2007.

We must take into account that all these factorsdirectly affect the capacity of
consumer consumption, which could be forced to reduce their expenditure in
leisure and travel.

Let usadd another factor, the monetary exchange rate; the weakness of the
dollar, stuated in the exchange Ilmit of 1.50 dollarseuro, represents an
opportunity for all those destinations situated outside the euro zone, and more
precisely, forthose in the dollar zone.

This stuation represents a threat to our sector in 2008. Although going through
an acceptable stuation in the Winter Season 2007-2008, the outlook is still
uncertain in the short run, with the early celebration of Easter in 2008 (which is
going to lengthen our traditional low Sring Season) and the global economic
stuation.

Information from our principal markets (UK, Holland and, to a lesser extent,
Germany) confirm the ever increasing difficulty of competing during the
summer against two great “rivals’: destinations outsde the Euro zone and trips
within the own countriesof origin.

Otherimportant exogenousfactorsmust also be added:

- The effective start up of mergersbetween large European tour-operators
could result in a reduction in the number of contracted places for the
summer.

The stability of international politics, where the stuation in the Balcans
and the Middle East or a possible re-activation of the caricatures crids,
could very much influence the figuresof many of our competitors.

The celebration of the Olympic Gamesin Beijing or the Football Euro-cup
in Austria and Switzerland could also generate changesin demand.

Confronted with this scenario, the behaviour of the seasonal summer markets,

such asthe Latin market, or others with good summer results in 2007 (Ireland,
Belgium, the Czech Republic), could mark the final resultsof the season.
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