FINANCIAL
REPORT

January - September.
' & Santander



Financial Report 2020

January - September

Index
KEY CONSOLIDATED DATA 3
RESPONSE TO THE COVID-19 CRISIS 4
BUSINESS MODEL 6
GROUP FINANCIAL INFORMATION 7
Group performance 7
Income statement and balance sheet 9
Solvency ratios 18
Risk management 19
FINANCIAL INFORMATION BY SEGMENTS 25
Primary segments 25
Secondary segments 44
RESPONSIBLE BANKING 51
CORPORATE GOVERNANCE 53
THE SANTANDER SHARE 54
APPENDIX 56
Financial information 57
Alternative Performance Measures 78
Interim condensed consolidated financial statements 87
Glossary 90
Important information 91

All custome-rs, shareholders and the general public can use
Santander's communication channels in all the countries in
which the Bank operates..
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Committee. Important information regarding this report can be found on pages 91 and 92.



Key consolidated data

BALANCE SHEET (EUR million) Sep-20 Jun-20 % Sep-20 Sep-19 % Dec-19
Total assets 1,514,242 1,572,881 (3.7) 1,514,242 1,517,885 (0.2) 1,522,695
Loans and advances to customers 910,714 934,796 (2.6) 910,714 916,003 (0.6) 942,218
Customer deposits 842,899 846,832 (0.5) 842,899 814,285 3.5 824,365
Total funds 1,039,608 1,039,996 — 1,039,608 1,035,651 0.4 1,050,765
Total equity 91,310 91,859 (0.6) 91,310 108,526 (15.9) 110,659
Note: Total funds includes customer deposits, mutual funds, pension funds and managed portfolios

INCOME STATEMENT (EUR million) Q320 Q2'20 % 9IM'20 9M'19 % 2019
Net interest income 7,773 7,715 0.8 23,975 26,442 (9.3) 35,283
Total income 11,087 10,459 6.0 33,355 36,902 (9.6) 49,229
Net operating income 6,008 5,341 12.5 17,569 19,593 (10.3) 25,949
Profit before tax 3,139 (8,301) — (3,271) 8,712 — 12,543
Attributable profit to the parent 1,750 (11,129) — (9,048) 3,732 — 6,515
Changes in constant euros:

Q3'20/Q2'20: NII: +4.5%; Total income: +9.7%; Net operating income: +16.8%; Attributable profit: +/-

9M'20 /9M'19: NII: +0.7%; Total income: -0.5%; Net operating income: +0.7%; Attributable profit: +/-

EPS, PROFITABILITY AND EFFICIENCY (%) Q3'20 Q2'20 % 9M'20 9M'19 % 2019
EPS (euros) 0.097 (0.679) — (0.570) 0.202 — 0.362
RoE 8.54 (7.06) (8.54) 5.90 6.62
RoTE 10.58 5.19 3.30 10.48 11.44
RoA 0.53 (0.38) (0.44) 0.50 0.54
RoRWA 1.46 (1.02) (1.17) 1.22 1.33
Efficiency ratio 45.8 47.4 46.8 46.9 47.0
UNDERLYING INCOME STATEMENT " (EUR million) Q3'20 Q2'20 % 9M'20 9M'19 % 2019
Net interest income 7,773 7,715 0.8 23,975 26,442 (9.3) 35,283
Total income 11,087 10,704 3.6 33,605 36,902 (8.9) 49,494
Net operating income 6,014 5,628 6.9 17,879 19,593 (8.7) 26,214
Profit before tax 3,175 1,885 68.4 7,016 11,423 (38.6) 14,929
Attributable profit to the parent 1,750 1,531 14.3 3,658 6,180 (40.8) 8,252
Changes in constant euros:

Q3'20/Q2'20: NII: +4.5%; Total income: +7.2%; Net operating income: +11.0%; Attributable profit: +18.2%

9M'20 /9M'T9: NII: +0.7%; Total income: +0.3%; Net operating income: +2.5%; Attributable profit: -32.9%

UNDERLYING EPS AND PROFITABILITY (%) Q3'20 Q2'20 % 9M'20 9M'19 % 2019
Underlying EPS (euros) 0.097 0.084 15.8 0.195 0.352 (44.5) 0.468
Underlying RoE 8.54 6.62 5.32 8.39 8.38
Underlying RoTE 10.58 8.93 7.08 11.86 11.79
Underlying RoA 0.53 0.43 0.38 0.66 0.65
Underlying RoORWA 1.46 1.14 1.01 1.63 1.61
SOLVENCY ” AND NPL RATIOS (%) Sep-20 Jun-20 Sep-20 Sep-19 Dec-19
CET1 11.98 11.84 11.98 11.30 11.65
Fully-loaded total capital ratio 15.59 15.46 15.59 14.68 15.02
NPL ratio 3.15 3.26 3.15 3.47 3.32
Coverage ratio 76 72 76 67 68
MARKET CAPITALISATION AND SHARES Sep-20 Jun-20 % Sep-20 Sep-19 % Dec-19
Shares (millions) 16,618 16,618 0.0 16,618 16,618 — 16,618
Share price (euros) 1.600 2.175 (26.4) 1.600 3.737 (57.2) 3.730
Market capitalisation (EUR million) 26,582 36,136 (26.4) 26,582 62,094 (57.2) 61,986
Tangible book value per share (euros) 3.98 4.00 3.98 4.25 4.36
Price / Tangible book value per share (X) 0.40 0.54 0.40 0.88 0.86
OTHER DATA Sep-20 Jun-20 % Sep-20 Sep-19 % Dec-19
Number of shareholders 4,103,069 4,080,201 0.6 4,103,069 4,025,074 1.9 3,986,093
Number of employees 192,578 194,284 (0.9) 192,578 201,017 (4.2) 196,419
Number of branches 11,520 11,847 (2.8) 11,520 12,691 (9.2) 11,952

(1) In addition to financial information prepared in accordance with International Financial Reporting Standards (IFRS) and derived from our consolidated financial statements, this
report contains certain financial measures that constitute alternative performance measures (APMs) as defined in the Guidelines on Alternative Performance Measures issued by
the European Securities and Markets Authority (ESMA) on 5 October 2015 and other non-IFRS measures, including the figures related to "underlying” results, as they are recorded in
the separate line of "net capital gains and provisions”, above the line of attributable profit to the parent. Further details are provided on page 13 of this report.
For further details of the APMs and non-IFRS measures used, including their definition or a reconciliation between any applicable management indicators and the financial data
presented in the consolidated financial statements prepared under IFRS, please see 2019 Annual Financial Report, published in the CNMV on 28 February 2020, our 20-F report for

the year ending 31 December 2019 registered with the SEC in the United States as well as the "Alternative performance measures” section of the annex to this report.

(2) Data applying the IFRS 9 transitional arrangements.
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Response to the
COVID-19 crisis

In order to support the global effort being made to combat COVID-19, Grupo Santander is
implementing various measures to protect our stakeholders. The most relevant measures
are detailed below, focused on six main dimensions:

Contingency plan

Our main priority is to ensure business while safeguarding the health, well-being and economic interests of our stakeholders, which is
only possible through the execution of the Group's and subsidiaries' contingency plans, where the objective of continuing to operate
within the same quality standards and in compliance with our regulatory commitments was met.

« To this end, the Group carries out periodic simulation exercises, as a tool to raise awareness and as preparation for certain stress
situations.

+ These contingency plans qualify as mitigation tools within the Special Situations Management Framework. This Framework has
provided flexibility for the activation of the Corporate Special Situations Committees with the objective of responding preventively to
the environment induced by COVID-19, as well as coordinating the countries' responses. At the end of the quarter, the Framework
continued to be fully active as a preventive measure, as no financial stress has been recorded.

» Our Contingency Plans ensured the operational continuity of business including other measures, such as segregating teams and
technological infrastructures, establishing shifts between critical employees and their back-ups, as well as increasing the capacity of
systems, carried out by the Technology and Operations area.

Health of our employees

Our priority was to safeguard the health and safety of our employees:
+ At the peak of the pandemic, we redefined our way of working, reaching more than 110,000 employees working from home.

+ We ensured the physical and mental well-being of the employees who continued to work in our offices, or face to face with
customers.

+ Financial well-being was also covered, offering various financial support measures to help employees and making exceptional
payments to front line workers during the pandemic.

* We continued to gradually return to the usual workplaces in some countries, always following the recommendations of local
governments and based on three pillars: development and implementation of health and safety protocols, prioritisation and
monitoring the health status of our employees, and tracking and tracing (through health apps). As an example, 90% of the Corporate
Centre employees have returned to the office, and an updated measure of the Flexiworking Policy on remote working one or two
days a week was implemented.

+ Additionally, under the #SafeTogether programme, numerous initiatives are being implemented to ensure workplace safety and
protect health.

0
ey Customers

Santander has also also implemented measures to ensure the health and safety of its customers and foster their economic resilience
during the crisis in all countries. Of note were:

+ Provide liquidity and credit Facilities for businesses facing hardship, as well as facilitate payment deferrals and payment holidays in
many of our markets, supporting more than 6 million customers.

« Proactive support for vulnerable customers trying to cover their needs.

- Temporary reduction and suspension of fees (withdrawals from ATMs, interest free online purchases, bank transfers, etc.), together
with specialised teams to advise customers facing financial difficulties.

+ Ensure COVID-19 health insurance coverage.

In addition, we adapted the branch network to each situation, ensuring continuity of service. Currently, around 93% of our branches are
open. The countries have adapted to the new demand and introduced measures for referral to other channels and self-service.

4 &Santander January - September 2020



Response to the
COVID-19 crisis

@ Business, liquidity and risks

In the quarter, business performance showed signs of normalisation. Group loans and advances to customers excluding the exchange
rate impact increased 5% and customer funds 8% year-on-year.

The recovery of pre-COVID-19 new business levels began at the end of the second quarter in various markets and segments. In the
individuals segment (mortgages and consumer finance), growth from the lows in April to reach near pre-pandemic levels. On the other
hand, activity in large corporates and companies normalised, following the sharp increase recorded in April, as the need for liquidity
decreased.

Liquidity has been closely monitored in the parent bank and our subsidiaries, remaining solid at all times. As of September, the Group's
LCR ratio was 171%, the parent bank's was 186% and all our subsidiaries stood above 125%. In addition, central banks have adopted
measures to provide significant liquidity to the system.

Regarding risks, the main indicators are also continuously monitored. As of September, 66% of the total moratoria granted by the Group
had expired, a total amount of EUR 75 billion, aligned with our expectations. Only 2% of the total is considered stage 3. In the first nine
months of the year, we recorded provisions amounting to EUR 9,562 million, 42% more than in the same period of 2019 (+58% excluding
the exchange rate impact). However, provisions dropped 14% in the quarter excluding the FX impact.

In addition, due to the deterioration of the economic outlook, the Bank adjusted the valuation of its goodwill ascribed to several
subsidiaries and deferred tax assets for EUR 12.6 billion in the first half of the year. This adjustment had no impact on the Bank's liquidity
or market and credit risk position, and was neutral in CET1 capital.

faﬁa\ Society

One of our main priorities is to contribute to the well-being of society as a whole. We have implemented actions and mobilised resources
together with governments and institutions to help society combat the health crisis.

Santander All. Together. Now. is the motto that brings together the Group's collective efforts around the world to stand beside the
people who need it the most at this time. This effort has succeeded in mobilising more than EUR 105 million dedicated to solidarity
initiatives to fight COVID-19. The main initiatives adopted are:

+ Creation of a solidarity fund to acquire medical equipment and materials, and to support organisations in the fight against COVID-19.
This fund is primarily financed by contributions from senior management, employees and the Group's subsidiaries, as well as
contributions from third parties.

+ Supporting different projects and social initiatives to protect the vulnerable groups most impacted by the effects of the pandemic.

* Santander Universidades reallocated funds to support collaboration projects with universities. The Bank also launched Santander X
Tomorrow Challenge, with the aim of supporting creativity and the entrepreneurs' capabilities.

+ Overcome Together, an open and accessible space for individuals and companies, customers and non-customers, which contains
information and resources. It is available in Spain, Portugal, Mexico, Brazil, Uruguay, Chile, Poland, Argentina, the UK and Openbank.

We will continue to monitor the situation in order to continue to contribute minimising the impact of COVID-19 on society.
Information for stakeholders

Based on transparency and anticipation, the Group continued to be proactive in keeping our people, customers, shareholders and
investors informed at all times. The main measures announced from the beginning of the pandemic can be found on the Group's
website (www.santander.com). We continued to develop several initiatives:

+ To stay close to all our employees, we sent out newsletters in most of our markets including updates on the health crisis. Of note were
the eight Ask Ana events held by the Chairman, and the celebration of the 12" edition of Santander Week, a time to enjoy the Group's
culture, BeHealthy and show our most caring side.

* We continued to issue communications to customers, including the latest digital initiatives, such as our Work Cafés, where we held
more than 65 digital meetings regarding different issues, with more than 200,000 viewers.

* We kept all channels open to increase the confidence of our shareholders and investors, which was reflected in an increase of more
than 100,000 new shareholders since December.

* Itis also worth highlighting the two Euromoney awards won this year: World's Best Bank for SMEs, praising the support we provided
during the crisis, and Best Bank for Diversity and Inclusion global award.
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Our business model is based on three pillars

1. Our scale

Local scale and

global reach

+ Local scale based on three geographic
regions, where we maintain a leadership
position in our 10 core markets.

+ Global reach backed by our global
businesses, enabling greater collaboration
across the Group to generate higher
revenue and efficiencies.

Top 3" in 9 of our core
markets

CO0F 0w
S ON e

1. Market share in lending as of June 2020 including
only privately-owned banks. UK benchmark refers
to the mortgage market.

2. Customer focus

Unique personal banking
relationships strengthen
customer loyalty

« We serve 147 million customers, in markets
with a total population of more than one
billion people.

+ We have over 100,000 people talking to our
customers every day in our 11,500
branches, digital channels and contact
centres.

Loyal customers
[Q TOp 3 (Million)
22.1

in customer ) 12.6 .
satisfaction (NPS)? . +75%

in 5 markets 2014 9M20

2. NPS - Customer Satisfaction internal benchmark of
active customers' experience and satisfaction
audited by Stiga / Deloitte.

Our corporate culture: Santander Way

3. Diversification

Our geographic and business
diversification makes us more
resilient under adverse
circumstances

« Geographic diversification in regions, with

a good balance between mature and
developing markets.

+ Global businesses that strengthen our

local franchises.

- The ongoing customer-centric digital

transformation across the Group is the
growth engine in all markets, driving our
talent and our ability to innovate.

Santander
Corporate & Investment
Banking

North

America . Santander Wealth

Management &

Europe Insurance

South .
America Digital

transformation

The Santander Way reflects our purpose, our aim, and how we do business. It is the

bedrock on which we are building a more responsible bank.

¢ & Santander
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Group financial
information

Group performance

DUH GROWTH

In the quarter, the Group continued to provide the
necessary financial support to customers to help them
overcome the consequences of the pandemic

We continued to see signs of normalisation in new lending trends
in the quarter, with mortgage and consumer lending recovering
and reductions in the SME and corporate segments, due to the
sharp growth recorded when the pandemic started and the lower
need for liquidity.

In volumes, strong negative exchange rate impact (-6/-7 pp) year-
on-year. In constant euros, gross loans and advances to customers
(excluding reverse repos) grew 5% and customer funds (excluding
repos) rose 8%, both with the 10 core markets growing.

Activity Sep-20 / Sep-19

% change in constant euros

+3%
Individuals
+12%
+10% Demand
SMEs and
corporates -1%
Time
+11%
CIBand +1%
institutions Mutual funds

Gross loans and advances to

Customer deposits excl.
customers excl. reverse repos

repos + mutual funds

Digital penetration maintained an upward trend. We have more
than 41 million digital customers (+5 million year-on-year),
mobile customers reached more than 34 million (+5.9 million in
12 months) and digital sales up to September represented 44% of
total sales (36% in 2019).

Loyal customers rose 1 million year-on-year, with growth both in
individuals and corporates.

Digital customers
Millions

Digital sales
% of total sales

41.4

44%
36%

Sep-19 Sep-20 2019 9M'20

<< PROFITABILITY

Strong profit recovery in the quarter in a still uncertain
environment...

In the third quarter, results recorded a positive performance
compared to the second quarter, supported by an upturn in
revenue, cost control and lower provisions. This improvement was
recorded in the three main regions and was reflected in a 14%
increase in the Group's underlying attributable profit to EUR 1,750
million (+18% in constant euros).

Attributable profit in the quarter also amounted to EUR 1,750
million, as net capital gains and provisions had no material
impact, which compares very favourably with the negative
amount of EUR 11,129 million in the second quarter (mainly due
to charges related to goodwill adjustments in some countries and
deferred tax assets).

Despite the positive performance in the quarter, on a year-on-year
basis, results for the first nine months continued to be affected by
the economic deterioration arising from the health crisis and by
the sharp exchange rate depreciation that distort the year-on-year
comparison.

Excluding the exchange rate impact, sound underlying business
performance, backed by stable income, cost reduction and strong
credit quality ratios.

Total income remained steady year-on-year, as the fall in activity
in some segments and lower interest rates were offset by higher
volumes, good market volatility management and the reduction in
the cost of deposits.

Cost reductions were ahead of plan, reaching the objective
announced for the year, due to the optimisation plans carried out
in recent years, together with the additional savings measures
adopted from the beginning of the crisis.

As a result, the efficiency ratio remained below 47%, one of the
best among our peers, and net operating income increased 3% in
constant euros to EUR 17,879 million, boosted by South America,
SCIB and WM&.

Efficiency ratio
%

46.9 46.8

9M'19 9M'20
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Group financial
information

Group performance

<& PROFITABILITY

... and profit year-to-date affected by higher loan-loss
provisions and valuation adjustments recorded in the
second quarter

Loan-loss provisions rose significantly year-on-year to EUR 9,562
million, driven by lending growth and the expected macro-
economic deterioration arising from the pandemic.

In addition, the adjustment of the valuation of the goodwill
ascribed to several units and deferred tax assets for a total of EUR
-12.600 million, resulted in an attributable loss of EUR 9,048
million in September.

@ STRENGTH

CETT ratio stood at 12%, reaching the top end of our
target range and the cost of credit is expected to
improve to around 130 bps by year-end

The CET1 ratio increased 14 bps in the quarter to 11.98%, driven
by the strong organic generation and after a 13 bps accrual for a
payment to shareholders of EUR 0.10 per share, to be made in
20217 with a charge to share premium reserves, subject to the
approval of the general shareholders' meeting (27 October), in
compliance with certain conditions, regulatory approvals and
guidance. This results in a Group CET1 management buffer of 312
bps post- COVID-19 compared to 189 bps pre-COVID-19.

Net tangible equity per share (TNAV) in September 2020 was EUR
3.98, virtually stable since June, due to the impact of currency
depreciation, primarily the Brazilian real and the US dollar.

Attr. profit to the parent Earnings per share CET1* TNAV per share
EUR million EUR % Euros
11.30 11.98 4.25 3.98
6,180 .
3,658 0.352
0.195
w B oo
-0.570
-9,049
Sep-19 Sep-20 Sep-19 Sep-20
9M'19 9M'20 9M'19 9M'20

(*) Excluding net capital gains and provisions. See details on page 13 of this report

Before these adjustments and restructuring costs, underlying
attributable profit was EUR 3,658 million, 41% lower year-on-year
(-33% excluding the exchange rate impact).

Profitability ratios improved notably compared to the first half of
the year: underlying RoTE was 7.08% and underlying RoORWA
1.01%.

RoTE

(*) Using the IFRS 9 transitional arrangement

Risk management remained focused on minimising the impacts
arising from the health crisis.

The cost of credit in the first nine months was in line with our new
year-end expectation of 130 bps, compared to the previously
announced 140-150 bps. Credit quality ratios benefited from
mitigation measures, reflected in the 32 bp fall year-on-year (-11
bps in the quarter) of the NPL ratio and higher coverage (76%, +9
pp year-on-year; +4 pp quarter-on-quarter).

Cost of credit NPL ratio and coverage

% ll Total ™ Underlying*

7.08

3.30

9M'19 9M'20

(*) Excluding net capital gains and provisions

s & Santander January - September 2020

% % | ® Sep-19 m Sep-20]
1.27
1.00 76
67
347 315
Sep-19 Sep-20 NPL  ratio Coverage



Group financial
information

Income statement

GRUPO SANTANDER RESULTS

The Group's results were affected by the health crisis caused by the spread of COVID-19, which is reflected in a weaker economic
environment, lower interest rates and a sharp depreciation of some currencies. However, revenue and lower provisions boosted
recovery in the quarter, increasing attributable profit to EUR 1,750 million.

As of September, total income fell, affected by lower activity and exchange rates. Excluding their impact, it remained stable as the
decrease in activity and lower interest rates were offset by higher volumes, sound management of market volatility and the lower cost
of deposits.

+ Acceleration in cost reductions, ahead of schedule in the optimisation plans implemented in recent years, along with additional
measures adopted since the start of the crisis, reaching the expected savings for the year in Europe in September.

+ Greater loan-loss provisions, amounting to EUR 9,562 million due to credit growth, the expected deterioration in economic conditions
due to the pandemic and its impact on the deterioration of the portfolio’s credit quality.

+ In addition, as a result of the worsening economic outlook, adjustments to the goodwill ascribed to some units and to deferred tax
assets were made in the second quarter, totalling EUR 12,600 million, which results in an attributable profit to the Group of negative
EUR 9,048 million in the first nine months of 2020.

+ Excluding the above adjustments and restructuring costs, attributable profit to the parent of EUR 3,658 million, with net operating
income of EUR 17,879 million, 3% more in constant euros than at the end of the first nine months of of 2019.

Grupo Santander. Summarised income statement

EUR million
Change Change
Q3'20 Q2'20 % % excl. FX 9M'20 9M'19 % % excl. FX
Net interest income 7,773 7,715 0.8 4.5 23,975 26,442 (9.3) 0.1
Net fee income (commission income minus 2423 2283 6.1 90 7559 8818 (14.3) (4.8)
commission expense)
Gains or Los.ses on financial assets and liabilities and 652 786 (17.0) (11.9) 1,725 935 845 1045
exchange differences (net)
Dividend income 57 208 (72.6) (72.1) 322 433 (25.6) (25.2)
Shal;e of results of entities accounted for using the 45 (233) _ _ (90) 443 _ _
equity method
Other operating income / expenses 137 (300) — — (136) (169) (19.5) 134.8
Total income 11,087 10,459 6.0 9.7 33,355 36,902 (9.6) (0.5)
Operating expenses (5,079)  (5,118) (0.8) 2.4 (15,786) (17,309) (8.8) (1.8)
Administrative expenses (4,398)  (4,428) (0.7) 24 (13,686) (15,100) (9.4) (2.3)
Staff costs (2,628)  (2,571) 2.2 50 (8,098  (9,088) (10.9) (4.7)
Other general administrative expenses (1,770)  (1,857) (4.7) (1.2) (5,588) (6,012) (7.1) 1.3
Depreciation and amortisation (681) (690) (1.3) 1.9 (2,700) (2,209) (4.9) 2.2
Provisions or reversal of provisions (400) (240) 66.7 70.4 (1,014) (2,511) (59.6) (58.1)
Impairment or reversal of impairment of financial
?sse)ts not measured at fair value through profit or loss (2,508)  (3,096) (19.0) (14.5) (9,538) (6,810) 40.1 55.9
net
o/w: net loan-loss provisions (2,535)  (3,108) (18.4) (14.3) (9,562) (6,748) 41.7 57.9
Impairment on other assets (net) (15)  (10,227) (99.9) (99.9)  (10,256) (1,547) 563.0 563.0
Qains or losses on non financial assets and 62 9 588.9 588.9 89 553 (64.8) (64.8)
investments, net
Negative goodwill recognised in results 3 6 (50.0) (50.0) 9 — — —
Gains or losses on non-current assets held for sale not
classified as discontinued operations (1) (94) (88.3) (88.3) (130) (266) (51.1) (50.8)
Profit or loss before tax from continuing operations 3,139 (8,301) — — (3,271) 8,712 — —
Tax expense or income from continuing operations (1,092)  (2,684) (59.3) (57.8) (5,020) (3,740) 34.2 55.1
Profit from the period from continuing operations 2,047  (10,985) — — (8,291) 4,972 — —
Profit or loss after tax from discontinued operations - - - - - - - -
Profit for the period 2,047 (10,985) — — (8,291) 4,972 — —
Attributable profit to non-controlling interests (297) (144) 106.3 108.8 (757) (1,240) (39.0) (32.5)
Attributable profit to the parent 1,750 (11,129) — — (9,048) 3,732 — —
EPS (euros) 0.097  (0.679) - (0.570)  0.202 -
Diluted EPS (euros) 0.097  (0.677) - (0.569)  0.201 -
Memorandum items:
Average total assets 1,541,134 1,558,854 (1.1) 1,543,361 1,500,701 2.9
Average stockholders' equity 82,009 92,528 (11.4) 91,639 98,249 (6.7)
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Income statement

2 Results performance compared to the first nine months of 2019

The main lines of the profit and loss account are detailed below.

The Group presents, both at the total level and for each of the
business units, the real changes in euros produced in the income
statement, as well as variations excluding the exchange rate effect
(FX), on the understanding that the latter provide a better analysis
of the Group’'s management. For the Group as a whole, the
exchange rate impact was -9 percentage points in revenue and -7
percentage points in costs.

» Revenue

Revenue totalled EUR 33,355 million in the first nine months,
down 10%. If the FX impact is taken out, total income remained
resilient, in line with last year, due to the strength that our
geographical and business diversification provides. Net interest
income and net fee income accounted for around 95% of total
revenue. By line:

* Net interest income amounted to EUR 23,975 million, 9% less
than in the same period of 2019. Stripping out the exchange rate
impact, there was no material change (+0.1%), due to the net
effect of the increase in revenue from higher lending and
deposit volumes and the lower cost of deposits, and the
reduction in revenue from lower interest rates in many markets,
regulatory impacts (mainly in Brazil and Poland) and increased
liquidity buffer costs.

On the one hand, growth was recorded in Mexico and SCF, due
to higher volumes, Chile, due to higher volumes and better
funding costs, and Argentina due to the placement of excess
liquidity. Brazil and the US remained virtually stable, affected by
lower interest rates, which offset average volume growth, and
regulatory changes regarding the cheque especial in Brazil.

Net interest income

On the other hand, overall decreases in Europe: Portugal and
Spain due to lower interest rates, on top of the lower average
volumes and smaller ALCO portfolio in Spain, the UK, driven by
the base rate cut and SVR attrition, and Poland, due to a one-off
provision for the CJEU judgement on consumer loans.

Net fee income fell 14% to EUR 7,559 million. Excluding the
exchange rate impact, it was down 5% compared to the First
nine months of 2019. This item has been the most affected by
the health crisis, reflecting lower customer transactionality. Our
strategy remains focused on increasing our customer loyalty
and growth in higher value-added services and products.

By business, of note was the 12% growth in Santander
Corporate & Investment Banking (GDF and markets) and the 1%
increase in Wealth Management & Insurance (the latter
including fees ceded to the branch network). Overall, both
businesses together now account for 46% of the Group's total
(SCIB: 15%; WM&I: 31%).

By region, there were declines in North America (-1%) mainly
driven by the US, as Mexico grew 4%, South America (-3%), with
broad-based falls across countries, and particularly Europe
(-9%), with generalised declines due to lower activity volumes,
along with regulatory changes affecting net fee income in
Santander Consumer Finance and the UK. On the other hand,
"Other Europe", which includes the wholesale banking business
in the region, increased net fee income by 52%.

Gains on financial transactions, accounted for 5% of total
income and stood at EUR 1,725 million, 84% higher than the
first nine months of 2019 (+105% excluding the exchange rate
effect) due to the favourable impact from foreign currency
hedging, portfolio sales and market volatility management.

Net fee income
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+ Dividend income was EUR 322 million in the first nine months
of 2020, 26% lower than in the same period of 2019 (-25%
excluding exchange rate effect). This item was affected by the
delay or cancellation of dividend payments by several
companies.

+ The results of entities accounted for using the equity method
reflected the lower contribution from the entities associated to
the Group.

+ Other operating income recorded a loss of EUR 136 million
(Loss of EUR 169 million in the first nine months of 2019) due to
the higher results from insurance, somewhat mitigated by the
greater contribution to the Single Resolution Fund (SRF) in the
second quarter.

» Costs

Operating costs amounted to EUR 15,786 million, 9% lower year-
on-year. Excluding the exchange rate impact, costs fell 2%.

In real terms (excluding inflation) costs were down 5%, reflecting
the successful management over the last three years, as well as
the first impacts of additional savings measures adopted from the
beginning of the crisis.

The efficiency ratio was 46.8%, in line with last year, which has
enabled Santander to remain one of the most efficient global
banks in the world.

The Group's objective is still to improve our operational capacity
while also managing our costs more efficiently and with a strategy
adapted to each region. Therefore, for a better comparison, the
trends by region and market are as follows:

Total income
EUR million
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+ In Europe, costs strongly reflect the synergies from the recent
integrations and additional savings, decreasing 6% in nominal
terms and 6.6% in real terms and with falls across all markets:
Poland and Spain (-10% each) and Portugal (-6%) due to the
optimisation efforts, in the UK (-6%) due to the savings from our
transformation programme, and in Santander Consumer
Finance (-4%) driven by efficiency projects carried out in several
countries and absorbing the perimeter effect.

The cost reduction plan in Europe is ahead of schedule, having
already reached the total savings expected for the year as a
whole.

+ In North America, costs fell 2% in nominal terms, affected by
inflation, as in real terms they were down 4%, notably in the US
(-6%). Costs in Mexico remained stable (+0.4%). The efficiency
ratio in the region improved 89 bps to 41.3%.

+ Finally, in South America, the increase in costs was greatly
distorted by the very high inflation in Argentina. Excluding it,
costs rose 2% in nominal terms but decreased 1% in real terms
(Brazil and Chile: -1.5%). Efficiency improved in all markets,
35.3% for the region as a whole (-41 bps).

We believe that this management by region and the lessons learnt
from the management of the pandemic will enable us to
accelerate our transformation in the future and, consequently,
further optimise costs while improving customer experience.

» Provisions or reversal of provisions

Provisions (net of provisions reversals) amounted to EUR 1,014
million (EUR 2,511 million in September 2019). This line item
includes charges for restructuring costs.

Operating expenses
EUR million
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» Impairment or reversal of impairment of financial assets not
measured at Fair value through profit or loss (net)

Impairment or reversal of impairment on financial assets not
measured at fair value through profit or loss (net) was EUR 9,538
million, up 40% year-on-year in euros and 56% in constant euros.

Loan-loss provisions included in this item amounted to EUR 9,562
million, 42% more than in the same period last year. Stripping out
the effect of exchange rates, the increase was 58%, heavily
impacted by the effects of the COVID-19 and growth in volumes.
This includes the provisions overlay of EUR 1,600 million which
was recorded in the first quarter and which was allocated by
business unit in the second.

Accordingly, the Group's cost of credit, calculated as the ratio of
loan-loss provisions over the last twelve months to the average
investment in the period, stood at 1.27% (1.33% considering the
annualised year-to-date provisions, down from 1.46% in June).

» Impairment on other assets (net)

Every year, usually during the last quarter, the Group evaluates
whether an adjustment to the goodwill generated in the
acquisition of the subsidiaries is necessary. The accounting rules
require this analysis to be carried out earlier should any trigger
events occur, which happened in the second quarter of this year,
given that the global economic environment has been significantly
affected by the COVID-19 crisis.

Specifically, the trigger events for this exercise were as follows:

+ Changes in the economic environment where a decrease of the
GDP is expected in all countries this year and where recovery
will take 2 or 3 years.

+ A generalised reduction in interest rates, which is expected to
last longer than expected before the crisis began.

Net loan-loss provisions
EUR million
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« The increase of discount rates to reflect greater volatility and
risk premiums.

This analysis resulted in an adjustment in the valuation of goodwill
in the second quarter of 2020 of EUR 10,100 million (Santander
UK: EUR 6,101 million; Santander US: EUR 2,330 million;
Santander Bank Polska: EUR 1,192 million; Santander Consumer
Nordics: 277 million and Other: 200 million). This adjustment does
not affect cash generation and has no impact on the Group's CET1
ratio or tangible net value per share (TNAV).

Consequently, the impairment of other assets (net) in the first nine
months of 2020 amounted to EUR 10,256 million. In the first nine
months of 2019, this line was EUR 1,547 million.

» Gains or losses on non-financial assets and investments (net)

Net gains on non-financial assets and investments were EUR 89
million in the first nine months of 2020, compared to EUR 253
million in the same period of 2019, when capital gains from the
sale of 51% of our stake in Prisma Medios de Pago S.A. and the
revaluation of the remaining stake (49%) were recorded.

» Gains or losses on non-current assets held for sale not
classified as discontinued operations

This item, which mainly includes impairment of foreclosed assets
recorded and the sale of properties acquired upon foreclosure,
totalled EUR -130 million in the first nine months of 2020,
compared to EUR -266 million in the first nine months of 2019.

» Profit before tax

Profit before tax was EUR -3,277 million, affected by the
adjustment in the valuation of goodwill, compared to EUR 8,712
million posted in the first nine months of 2019.

» Income tax

As with goodwill, and due to the impact that the crisis arising from
COVID-19 may have on the current and future performance of our
businesses, an adjustment of EUR 2,500 million was made to
deferred tax assets of the Spanish consolidated fiscal group in the
second quarter of 2020. As a result, the total corporate income tax
was EUR 5,020 million (EUR 3,740 million in the first nine months
of2019).

» Attributable profit to non-controlling interests

Attributable profit to non-controlling interests amounted to EUR
757 million, down 39% year-on-year (-32% excluding the
exchange rate impact), due to lower profit obtained by Group
companies, on top of the share buyback in Mexico last year and the
increased stake in SC USA.

» Attributable profit to the parent

Profit attributable to the parent amounted to EUR -9,048 million in
the first nine months of 2020, compared with EUR 3,732 million in
the first nine months of 2019. RoTE stood at 3.30% and earnings
per share stood at EUR -0.570.
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» Underlying attributable profit to the parent Before the recording of loan-loss provisions, net operating income
(total income less operating expenses) of Grupo Santander was
EUR 17,879 million, a 9% decrease year-on-year, though this
becomes a 3% increase excluding the FX impact, with the

following performance of the latter by line and region:

The attributable profit to the parent recorded in the first nine
months was affected, in 2020 and 2019, by results (net of tax) that
are outside the ordinary course performance of our business and
distort the year-on-year comparison, and are detailed below:

« In the Ffirst nine months of 2020, of note was the valuation By line:
adjustment of goodwill ascribed to various Group units of EUR

-10,700 million in the second quarter, with the previously « Total income remained unchanged driven by higher gains on

detailed breakdown in Impairment on other assets (net), the
valuation adjustment to deferred tax assets of the Spanish
consolidated fiscal group with an impact of EUR -2,500 million
and restructuring costs and other provisions with a net impact of
EUR -106 million, of which EUR -46 million were recognised in
the first quarter and EUR -100 million in the second quarter. The

financial transactions, offsetting flat net interest income and the
fall in net fee income and other operating income (lower
dividends, lower results of entities accounted for by the equity
method and greater contribution to the SRF).

Costs were 2% lower, with broad-based declines across
countries, mainly in Europe.

total amount of these results was EUR -12,706 million. .
By region:
+ In the first nine months of 2019, capital gains from the sale of
51% of our stake in the Argentinian entity Prisma Medios de
Pago S.A. and the revaluation of the remaining 49% (EUR 130
million), capital losses related to real estate assets in Spain (EUR .
-180 million), PPI provisions to cover potential claims in the UK
(EUR -183 million) and restructuring costs (EUR -724 million)
and the revision of the goodwill ascribed to Santander UK, which :
resulted in the recording of an impairment of EUR 1,497 million
in the third quarter at the Corporate Centre. The combined
amount of all these totalled EUR -2,448 million.

- Europe decreased 6% with falls in most markets (except SCF
and "Other Europe", mainly SCIB).

In North America, net operating income was 1% higher versus
2019. By country, the US fell 1% and Mexico increased 7%.

In South America, 6% growth with rises of 4% in Brazil, 3% in
Chile and 45% in Argentina.

In the first nine months of 2020, the Group's underlying RoTE was
7.08%, underlying RORWA was 1.01% and underlying earnings per

Excluding these results from the various P&L lines where they are share EUR 0.195 (11.86%, 1.63% and EUR 0.352, respectively in

recorded, and incorporating them separately in the net capital the same period of 2019).
gains and provisions line, the adjusted or underlying attributable
profit to the parent was EUR 3,658 million in the first nine months
of 2020 and EUR 6,180 million in the first nine months of 2019,
41% lower year-on-year (-33% excluding the FX impact), strongly
conditioned by the rise in provisions, mostly related to COVID-19.
Summarised underlying income statement
EUR million Change Change

Q3'20 Q220 % % excl. FX 9M'20 9IM'19 % % excl. FX
Net interest income 7,773 7,715 0.8 4.5 23,975 26,442 (9.3) 0.1
Net fee income 2,423 2,283 6.1 9.0 7,559 8,818 (14.3) (4.8)
Gains (losses) on financial transactions " 652 781 (16.5) (11.9) 1,725 935 84.5 104.5
Other operating income 239 (75) — — 346 707 (51.17) (55.7)
Total income 11,087 10,704 3.6 7.2 33,605 36,902 (8.9) 0.3
Administrative expenses and amortisations (5,073) (5,076) (0.1) 3.1 (15,726) (17,309) (9.1) (2.1)
Net operating income 6,014 5,628 6.9 11.0 17,879 19,593 (8.7) 2.5
Net loan-loss provisions (2,535) (3,118) (18.7) (14.3) (9,562) (6,748) 41.7 57.9
Other gains (losses) and provisions (304) (625) (51.4) (49.9) (1,307) (1,422) (8.5) 0.3
Profit before tax 3,175 1,885 68.4 72.6 7,016 11,423 (38.6) (30.5)
Tax on profit (1,128) (208) 4423 4313 (2,596) (3,994) (35.0) (26.0)
Profit from continuing operations 2,047 1,677 22.1 25.9 4,420 7,429 (40.5) (32.9)
Net profit from discontinued operations — — — — — — — —
Consolidated profit 2,047 1,677 22.1 25.9 4,420 7,429 (40.5) (32.9)
Non-controlling interests (297) (146) 103.4 106.0 (762) (1,249) (39.0) (32.6)
Net capital gains and provisions — (12,660)  (100.0) (100.0) (12,706) (2,448) 419.0 411.1
Attributable profit to the parent 1,750 (11,129) - — (9,048) 3,732 — —
Underlying attributable profit to the parent 1,750 1,531 14.3 18.2 3,658 6,180 (40.8) (32.9)

(1) Includes exchange differences. (2) Excludes net capital gains and provisions, mainly goodwill and DTA impairment.
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= Results performance compared to the previous quarter

In the third quarter, there was no impact from the items recorded
in the net capital gains and provisions, while the second quarter
recorded EUR -12.660 million (mainly due to the aforementioned
valuation adjustment of both the goodwill ascribed to various
Group units and deferred tax assets of the Spanish consolidated
fiscal group).

As a result, attributable profit to the parent in the third quarter of
2020 amounted to EUR 1,750 million compared to EUR -11,129
million in the second quarter including net capital gains and
provisions, and EUR 1,537 excluding this impact. Regarding the
latter, profit was 14% higher in the quarter (+18% excluding the
FX effect, which had a negative impact of 4 percentage points and
3 percentage points in income and costs, respectively). By line:

Net operating income

+ Total income surged 7%, underpinned by growth in net interest
income (+4%) and net fee income (+9%). On the negative side,
there were decreases in dividend income (seasonally higher in
the second quarter) and lower gains on financial transactions
after an exceptionally high second quarter from SCIB.

« Costs were up 3%, partly affected by the adjustment of collective
labour agreements (Argentina, Brazil), technology expenses and
greater amortisations.

+ Loan-loss provisions fell by 14% due to the high level of
provisions relating to the health crisis in the second quarter.

Underlying attributable profit to the parent*

EUR million
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Grupo Santander. Condensed balance sheet

EUR million

Change
Assets Sep-20 Sep-19 Absolute % Dec-19
Cash, cash balances at central banks and other demand deposits 148,175 92,601 55,574 60.0 101,067
Financial assets held for trading 117,654 115,884 1,770 1.5 108,230
Debt securities 34,107 36,172 (2,065) (5.7) 32,041
Equity instruments 7,235 10,559 (3,324) (31.5) 12,437
Loans and advances to customers 247 480 (233) (48.5) 355
Loans and advances to central banks and credit institutions — — — — —
Derivatives 76,065 68,673 7,392 10.8 63,397
Financial assets designated at fair value through profit or loss 67,007 71,940 (4,933) (6.9) 66,980
Loans and advances to customers 29,215 24,705 4,510 18.3 31,147
Loans and advances to central banks and credit institutions 30,850 39,037 (8,187) (21.0) 28,122
Other (debt securities an equity instruments) 6,942 8,198 (1,256) (15.3) 7,711
Financial assets at fair value through other comprehensive income 117,461 120,659 (3,198) (2.7) 125,708
Debt securities 105,574 113,625 (8,051) (7.1) 118,405
Equity instruments 3,075 2,695 380 14.1 2,863
Loans and advances to customers 8,812 4,298 4,514 105.0 4,440
Loans and advances to central banks and credit institutions — 41 (47) (100.0) —
Financial assets measured at amortised cost 950,571 987,750 (37,179) (3.8) 995,482
Debt securities 27,316 39,850 (12,534) (31.5) 29,789
Loans and advances to customers 872,440 886,520 (14,080) (1.6) 906,276
Loans and advances to central banks and credit institutions 50,815 61,380 (10,565) (17.2) 59,417
Investments in subsidiaries, joint ventures and associates 7,679 8,346 (667) (8.0) 8,772
Tangible assets 33,277 35,399 (2,122) (6.0) 35,235
Intangible assets 15,698 27,383 (11,685) (42.7) 27,687
Goodwill 12,359 24,709 (11,750 (48.7) 24,246
Other intangible assets 3,339 3,274 65 2.0 3,441
Other assets 56,720 57,923 (1,203) (2.1) 53,534
Total assets 1,514,242 1,517,885 (3,643) (0.2) 1,522,695
Liabilities and shareholders' equity
Financial liabilities held for trading 88,128 85,797 2,331 2.7 77,139
Customer deposits — — — — —
Debt securities issued — — — — —
Deposits by central banks and credit institutions — — — — —
Derivatives 73,044 70,119 2,925 4.2 63,016
Other 15,084 15,678 (594) (3.8) 14,123
Financial liabilities designated at fair value through profit or loss 59,459 68,263 (8,804) (12.9) 60,995
Customer deposits 40,469 42,417 (1,948) (4.6) 34,917
Debt securities issued 4,362 3,648 714 19.6 3,758
Deposits by central banks and credit institutions 14,628 22,073 (7,445) (33.7) 22,194
Other — 125 (125) (100.0) 126
Financial liabilities measured at amortised cost 1,237,314 1,211,114 26,200 2.2 1,230,745
Customer deposits 802,430 771,868 30,562 4.0 789,448
Debt securities issued 240,195 254,638 (14,