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US Weekly Flash

Highlights

e Manufacturing Activity Rebounds on New Orders and Production

Alleviating the worry that the manufacturing sector was going to remain in contraction for the last two
months of 2Q13, the ISM Manufacturing Index for June showed some renewed confidence in the industry.
Rising almost 2 points in June to 50.9, the sector grew at an impressive clip after stuttering the month prior.

New orders rose from 48.8 to 51.9 as the weakness from May subsided and firms began to request more
from the sector as we shift into 2H13. As a current measure of how manufacturing activity faired after a
weaker May, the production index surged from a weak 48.6 to 53.4. The negative component of the index
was the employment index which has been decelerating precipitously and finally broke below 50 in June to
48.7, its lowest level in nearly four years.

e Nonfarm Payrolls Surprise Upward as the Service Industry Shows Continued Strength

The employment report for June will have a significant impact on how 2Q13 growth plays out as both June’s
figures and revisions to April and May bring the three-month average just under 200K. Nonfarm payrolls for
the month rose much higher than expected, up 195K compared to consensus expectations for 161K. The
goods producing sector continues to remain the weaker of the two sub-components as manufacturing has
slowed since April. The sector as a whole added 8K with construction adding 13K and manufacturing
creating most of the drag, falling 6K for the fourth consecutive month. Wholesale and retail trade both grew
at a strong pace as the summer season has brought on a surge of interest from consumers, rising 11K &
27K, respectively. Transportation & warehousing, information, and other services were the three service
components that declined, down 14K collectively with the split between them close to equal. Professional &
business services also grew a moderate pace in June, up 53K after three months of strong gains. The
heavy hitter of the month however, was leisure & hospitality services which rose 75K to its highest level
since April of 2005 as the summer months roll around and these touristy industries benefit from travel
seekers and warm weather habits. Helping to impart some optimism in the labor market were the revisions
made to April and May employment figures which saw rises of 50K in April and 20K in May. This brings the
three-month average to 195K which is very close to the 200K mark that economists are looking to surpass
in order to bring sustained employment growth to the economy.

Despite the surprisingly high nonfarm payroll figure, the unemployment rate remained at 7.6% due mostly to
the participation rate which continued to rise, reaching 63.5% in June. While it remains pivotally low, given
the growing confidence in the labor market, there may be room for growth as more people become
emboldened with the hope of employment. Average weekly earnings however, ticked up 0.4% in June,
marking the fastest pace since February. Overall this is a positive end to 1H13 and imparts optimism in
terms of the outlook for 2H13 labor growth.
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Week Ahead

Consumer Credit (June, Monday 15:00 ET)
Forecast: $12.33bn Consensus: $12.50bn Previous: $11.06bn

With consumer credit rising at an accelerated pace, it is evident that non-revolving credit will continue to be the
majority driver of the figure. Although there is concern over the sustainability of the current level of student debt, fear
will do little to hinder the current pace of non-revolving student loans which have been a significant portion of
consumer credit growth. In addition, the growing demand for vehicles is likely to help bolster the non-revolving figure
as consumers look to loans for help replacing or acquiring newer vehicles. With regard to the revolving component,
there is not much to expect in terms of consumer credit growing at an accelerated clip based on revolving credit.
Consumer spending has been relatively resilient, with retail sales up 0.6% in May, but not enough to expect that
consumers were much more willing to take on credit-card related debt to fund their habits.

JOLTS Report (May, Tuesday 10:00 ET)
Forecast: 3700K Consensus: - Previous: 3757K

Given that the latest jobs report showed better-than-expected hiring for the past few months, we expect that the
JOLTS report will do much the same albeit with the added portion of turnovers to help depict the employment picture
in more detail. With regard to job openings, the situation does not change dramatically from month to month although
we do expect May to at least remain positive. Sectors like construction and retail will continue to be volatile as certain
headwinds limit their ability to reel in as many employees as they would like. However, professional services should
continue to bolster the opening and hiring components while separations may persist as people are becoming more
comfortable with the fact that there are opportunities available.

Initial Jobless Claims & Continued Claims (May, Wednesday 8:30 ET)
Forecast: 335K, 2949K Consensus: 335K, 2960K Previous: 343K, 2933K

Initial jobless claims data over the past few weeks have been mixed but they do signal a slight downward trend. The
4-week moving average is down to 345.5K which is moderately lower than the month prior and is in line with the trend
that has been purported by the recent employment report for June. Since the influx of recent graduates will take time
to either find work or enter into the unemployment statistics, they may remain outside of the scope of the initial jobless
report. However, those who may have been replaced or laid off in preparation for new talent may show up in the
coming months as they did in last year’s statistics. Playing a large part as well will be the July 4" holiday that may
skew the week’s claims given that there was a day less to report. As for continued claims, we expect the volatility to
remain but the underlying trend to be downward as the number of those who have been employed for more than 27
weeks, according to the employment survey, continues to decline.

Consumer Sentiment (July P, Friday 9:55 ET)
Forecast: 84.8 Consensus: 85.0 Previous: 84.1.

The University of Michigan’s consumer sentiment survey is expected to rise as recent data have shown some further
momentum in how consumers view the outlook for the U.S. economy. With gas prices remaining relatively stable
throughout the last week of June and into July, the consumer has fared relatively well in terms of purchasing power,
and with equities mostly recovered after a brief Fed-related drop, their financial situation has remained steady. The
latest Fedspeak has sparked some concern about market ability to weather the increase in interest rates and the
tapering of Fed purchases but in terms of the average consumer, the effect will be less drastic in the short term, save
any fluctuation in particular equities. In hindsight, the consumer has weathered the payroll tax relatively well and
continues to be the driver of GDP growth, and we expect this to bolster confidence in the economy as we enter into
the summer months and spending/travel increase.

Market Impact

After a short holiday week and a better than expected employment report, this week is likely to start off on the right
foot despite the growing turmoil in Egypt and Portugal. Nevertheless, in the U.S. there is not much data emerging
over the week that gives the market room for concern. The most important data may not be data at all but the release
of the FOMC minutes and Ben Bernanke’s speech thereafter which, coupled with the slew of other Fed
representatives, could cause some anxiety if prior weeks are any representation. Consumer credit will be interesting
to look at now that student loans have become a talking point in terms of credit concerns and political action. Overall,
we expect the week to center on the FOMC minutes given the better than expect jobs report.



Economic Trends
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Financial Markets
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Financial Markets
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Interest Rates

Table 1 Table 1
Key Interest Rates (%) Key Interest Rates (%)
4-Weeks 4-Weeks
Last  Weekago  ago Year ago Last  Week ago ago Year ago
Prime Rate 395 395 395 395 1™ Ffad 0.10 0.07 0.09 0.17
Credt Card (variab) 416 M2 AR 1410 SMLibor 027 028 045 046
New Auto (36-month 246 246 245 341 6M Libor 0.41 0.42 0.65 0.00
W Ao (36-onths) ' ' ' : 12M Libor 0.69 0.70 0.98 107
511 ARM* 310 268 266 290 5yr Swap 1.80 1,57 1.29 0.90
15-year Fixed Mortgage * 3.39 2.76 2.98 3.23 10Yr Swap 2.96 2.70 2.37 1.70
30-year Fixed Mortgage * 429 357 381 399 30yr Swap 3.67 3.45 3.26 243
2-year CD 0N 0 069 08 60day CP 0.15 0.14 0.14 0.28
90day CP 0.17 0.15 0.15 0.35
*Freddie Mac National Mortgage Homeowner Commitment US Source: Bloomberg & BBVA Research

Source: Bloomberg & BBVA Research

Quote of the Week

Federal Reserve Gov. Jerome Powell
Deutsche Bundesbank Reception, New York, New York
2 July 2013

“Our proposal represents a targeted set of adjustments aimed at reducing the risks posed by the U.S. operations of
large foreign banks to U.S. financial stability that were revealed during, and in the aftermath of, the recent financial
crisis. The proposal is not intended to create a disadvantage for foreign banks in the U.S. market. Rather, the proposal
is part of a larger set of regulatory reforms that substantially raises standards for all banking organizations operating in
the United States and aims to achieve the goals we share with Germany: vigorous and fair competition and a stable
financial system. Indeed, in some sense it follows the lead of the European Union and its member states in ensuring
that all large subsidiaries of globally active banks meet Basel capital rules.”

Economic Calendar

Date Event Period Forecast Survey Previous

8-Jul  Consumer Credit MAY $12.3Bn $13.0Bn $11.0Bn

9-Jul  JOLTS Survey MAY 3700K - 3757K

9-Jul  Wholesale Inventories MAY 0.3% 0.3% 0.2%

11-Jul  Import Price Index JUN 0.0% 0.0% -0.6%

11-Jul  Export Price Index JUN 0.1% - -

11-Jul  Initial Jobless Claims 6-Jul 335K 335K 343K

11-Jul  Continued Claims 29-Jun 2949K 2960K 2933K

12-Jul  Producer Price Index JUN 0.5% 0.5% 0.5%

12-Jul PPl Core JUN 0.1% 0.1% 0.1%

12-Jul  Consumer Confidence JUL P 84.8 85.0 84.1
Forecasts
Real GDP (% SAAR) 1.8 2.2 1.8 2.3 25
CPI(YoY %) 3.1 2.1 1.6 2.3 2.4
CPI Core (YoY %) 1.7 21 1.9 2.0 2.1
Unemployment Rate (%) 8.9 8.1 7.6 7.0 6.4
Fed Target Rate (eop, %) 0.25 0.25 0.25 0.25 0.50
10Yr Treasury (eop, % Yield) 1.98 1.72 2.70 3.06 3.67
US Dollar/ Euro (eop) 1.32 131 1.31 1.30 1.35

Note: Bold numbers reflect actual data
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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.

In the United Kingdom, this document is directed only at persons who (i) have professional experience in matters relating to investments falling
within article 19(5) of the financial services and markets act 2000 (financial promotion) order 2005 (as amended, the “financial promotion order”), (ii)
are persons falling within article 49(2) (a) to (d) (“high net worth companies, unincorporated associations, etc.”) Of the financial promotion order, or
(iii) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the financial services and
markets act 2000) may otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”). This document is
directed only at relevant persons and must not be acted on or relied on by persons who are not relevant persons. Any investment or investment
activity to which this document relates is available only to relevant persons and will be engaged in only with relevant persons. 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 is not a member of the FINRA and is not subject to the rules of disclosure affecting such members.

“BBVA is subject to the BBVA Group Code of Conduct for Security Market Operations which, among other regulations, includes rules to
prevent and avoid conflicts of interests with the ratings given, including information barriers. The BBVA Group Code of Conduct for
Security Market Operations is available for reference at the following web site: www.bbva.com / Corporate Governance”.

BBVA is a bank supervised by the Bank of Spain and by Spain’s Stock Exchange Commission (CNMV), registered with the Bank of Spain
with number 0182.



