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Job creation was a major disappointment in August...

The labor market hit the brakes in August, probably driven by both demand -businesses probably paused hiring on
weaker demand- and supply factors -workers probably delayed their job search or withdrew from the labor market-
as a consumption demand slowdown along with increasing health concerns, both associated with the Delta variant,
impacted the labor market.

August’s disappointing job creation data, well-below expectations, contrasts with upward revisions to previous
months’ data. The downward surprise and the upward revisions together suggest that the surge in cases driven
by the Delta variant is weighing on the economy and represents a bump in the road for the full recovery of the
labor market

Only 235K positions were added, following strong 1.1 million and 962K gains in July and June, respectively

Nonfarm payroll employment is 3.5% below the pre-pandemic level, with private service-providing employment
(3.6% below) somewhat weaker than the goods-producing (0.5% below)

The manufacturing industry added 37K jobs in August (2.9% YaoY), led by significant gains in motor vehicles
and spare parts (24K and manufactured metal products (7K), suggesting that supply bottlenecks are easing,

and firms are hiring more workers to meet the strong demand for its products

The employment recovery in the leisure & hospitality sector stalled in August (no jobs were created), compared
to an average monthly job creation pace of more than 350K a month since April
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...to reach the pre-pandemic employment level;

Job creation slowed dramatically in August; a the services sector has the largest room to

significant gap remains to be closed...
recover

Figure 1. TOTAL NONFARM PAYROLL EMPLOYMENT

Figure 2. TOTAL NONFARM PAYROLL EMPLOYMENT
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The manufacturing industry has fully recovered and continues to show signs of strength as supply bottlenecks
gradually ease; the service sector has not fully recovered yet, but is set to continue to strengthen

Figure 3. TOTAL NONFARM PAYROLL BY INDUSTRY (YoY % CHANGE, S.A.)
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Source: BBVA Research / BLS and Haver Analytics
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... there is still a way to go to fully recover and the road will likely
remain bumpy in the short-term as the Delta COVID variant
continues to negatively weigh on labor force participation and
employment growth in the coming months...

The unemployment rate remains high and the mismatch between supply and demand in the labor market persists;
yet, the expiration of unemployment benefits and/or boosts for more than 10 million workers will likely boost labor
market participation and reduce the current mismatch.

The labor force participation rate was unchanged compared to the previous month (at 61.7%); a significant gap
still remains to be closed (1.6pp)

With a significant decrease over the last two months, the unemployment rate has fallen to 5.2%; however, the
share of unemployed workers remains above the full-employment pre-pandemic levels of February 2020
(3.5%)

Among the major groups of workers, the unemployment rate decreased slightly; however, it increased for
Blacks (0.6pp MoM) and remains the highest (8.8%) while that for whites is the lowest (4.5%)

The manufacturing and construction sectors show strength, with unemployment rates now even lower than the
pre-pandemic ones. The Leisure and Hospitality sector is still lagging and will possibly delay its recovery as the
reopening momentum wears off and workers wary of the Delta risks choose to (temporarily) remain out of the
labor market

Yet, once the more significant effects of the rebound of the Delta variant gradually fade away, employment in
the services sector will continue to strengthen as demand for workers remains historically high (see next
section)

Besides, the reopening of schools nationwide will eliminate the childcare needs for most and could also drive
workers back to the labor market
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Participation in the labor market has not fully
recovered, but the expiration of unemployment

... along with the cut in weekly boosts for

another 3 million will likely boost participation

benefits for 7.5 million... in the coming months
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The Delta-led slowdown along with the
resumption of health concerns could delay the

Moreover, the Fed is keeping an eye on
differences between the main groups of workers

further decline in the unemployment rate and there is room for a broad-based recovery

Figure 6. UNEMPLOYMENT RATE (%, S.A.) Figure 7. UNEMPLOYMENT RATE BY RACE (%, S.A.)
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Low unemployment rates in the manufacturing and construction sectors but still high in the leisure-related services

sector; we must keep an eye on disruptions arising from either supply-chain bottlenecks or delta-led cautiousness

Figure 8. UNEMPLOYMENT RATE BY INDUSTRY (%)
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... but the labor market is set to strengthen (and fully recover) in
coming months (and quarters) once the factors that have driven
the temporary labor shortages gradually fade away.

The mismatch between supply and demand in the labor market (i.e., the likely temporary labor shortages) widened

further in July as more workers seem to remain on the sidelines with heightened health risks associated with
greater risks of infection with the Delta variant.

M ltis too early to tell if the expiration of unemployment benefits will increase demand for jobs in the short-term
(i.e., will reduce the current mismatch) as virus fears seem to be still the major factor, but once health-related
concerns ease, the (likely) temporary labor shortages should gradually fade away

M The job openings rate hit a fresh record high in July (6.3%) while voluntary quits remained unchanged at 2.7%
(close to the 2.8% record-high seen in April)

M Jobs to be filled in the leisure and hospitality sector, the more risky, reached a new record high of 10.7%

m Data from the National Federation of Independent Business Survey show that 32% of small firms were

planning to hire workers in August (an all-time high) while 50% said that jobs were hard to fill (also a record
high)
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Job openings reach a fresh all-time high in July

while voluntary quits remain close to it...

Creating Opportunities

... and layoffs remained close to their all-time

low

Figure 9. JOB OPENINGS & QUITS RATE (%)
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Jobs to be filled in the hospitality and leisure

sectors also reached a new record high in July

Figure 10. JOB LAYOFFS & QUITS RATE (%)
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The job creation pace is set to remain strong
with a historically high demand for workers...

Figure 11. JOB OPENINGS RATE (%)
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Figure 12. NFIB HIRING PLANS & NONFARM
PAYROLLS (% & YoY % CHANGE)
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... thus, the UR is set to decline further once a larger share of workers returns to the labor market

Figure 13. NFIB JOBS HARD TO FILL & UNEMPLOYMENT RATE (%)
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DISCLAIMER

This document and the information, opinions, estimates and recommendations expressed herein, have been prepared by Banco Bilbao Vizcaya
Argentaria, S.A. (hereinafter called “BBVA”) to provide its customers with general information regarding the date of issue of the report and are
subject to changes without prior notice. BBVA is not liable for giving notice of such changes or for updating the contents hereof.

This document and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to any securities or other
instruments, or to undertake or divest investments. Neither shall this document nor its contents form the basis of any contract, commitment or
decision of any kind.

Investors who have access to this document should be aware that the securities, instruments or investments to which it refers may
not be appropriate for them due to their specific investment goals, financial positions or risk profiles, as these have not been taken
into account to prepare this report. Therefore, investors should make their own investment decisions considering the said circumstances and
obtaining such specialized advice as may be necessary. The contents of this document is based upon information available to the public that
has been obtained from sources considered to be reliable. However, such information has not been independently verified by BBVA and
therefore no warranty, either express or implicit, is given regarding its accuracy, integrity or correctness. BBVA accepts no liability of any type for
any direct or indirect losses arising from the use of the document or its contents. Investors should note that the past performance of securities or
instruments or the historical results of investments do not guarantee future performance.

The market prices of securities or instruments or the results of investments could fluctuate against the interests of investors.
Investors should be aware that they could even face a loss of their investment. Transactions in futures, options and securities or
high-yield securities can involve high risks and are not appropriate for every investor. Indeed, in the case of some investments, the
potential losses may exceed the amount of initial investment and, in such circumstances, investors may be required to pay more
money to support those losses. Thus, before undertaking any transaction with these instruments, investors should be aware of their
operation, as well as the rights, liabilities and risks implied by the same and the underlying stocks. Investors should also be aware
that secondary markets for the said instruments may be limited or even not exist.

BBVA or any of its affiliates, as well as their respective executives and employees, may have a position in any of the securities or instruments
referred to, directly or indirectly, in this document, or in any other related thereto; they may trade for their own account or for third-party account
in those securities, provide consulting or other services to the issuer of the aforementioned securities or instruments or to companies related
thereto or to their shareholders, executives or employees, or may have interests or perform transactions in those securities or instruments or
related investments before or after the publication of this report, to the extent permitted by the applicable law.

BBVA or any of its affiliates” salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies
to its clients that reflect opinions that are contrary to the opinions expressed herein. Furthermore, BBVA or any of its affiliates’ proprietary trading
and investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. No part of this
document may be (i) copied, photocopied or duplicated by any other form or means (ii) redistributed or (iii) quoted, without the prior written
consent of BBVA. No part of this report may be copied, conveyed, distributed or furnished to any person or entity in any country (or persons or
entities in the same) in which its distribution is prohibited by law. Failure to comply with these restrictions may breach the laws of the relevant
jurisdiction.

This document is provided in the United Kingdom solely to those persons to whom it may be addressed according to the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2001 and it is not to be directly or indirectly delivered to or distributed among any other type of
persons or entities. In particular, this document is only aimed at and can be delivered to the following persons or entities (i) those outside the
United Kingdom, (ii) those with expertise regarding investments as mentioned under Section 19(5) of Order 2001, (iii) high net worth entities and
any other person or entity under Section 49(1) of Order 2001 to whom the contents hereof can be legally revealed.

The remuneration system concerning the analyst/s author/s of this report is based on multiple criteria, including the revenues obtained by BBVA
and, indirectly, the results of BBVA Group in the fiscal year, which, in turn, include the results generated by the investment banking business;
nevertheless, they do not receive any remuneration based on revenues from any specific transaction in investment banking.

BBVA Bancomer and the rest of BBVA Group who are not members of FINRA (Financial Industry Regulatory Authority), are not subject to the
rules of disclosure for these members.

“BBVA Bancomer, BBVA and its subsidiaries, among which is BBVA Global Markets Research, are subject to the Corporate Policy
Group in the field of BBVA Securities Markets. In each jurisdiction in which BBVA is active in the Securities Markets, the policy is
complemented by an Internal Code of Conduct which complements the policy and guidelines in conjunction with other established
guidelines to prevent and avoid conflicts of interest with respect to recommendations issued by analysts among which is the
separation of areas. Corporate Policy is available at: www.bbva.com / Corporate Governance / Conduct in Securities Markets”.
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