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Baseline Scenario 



Baseline Scenario 
No major revisions 



Economic Activity 

Source: BBVA Research & Haver Analytics 
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Economic Activity 

BBVA U.S. MAI & Real GDP Growth 

Economic indicators suggest an improvement at the start of 3Q13. 
Pending any fiscal disturbances, 2H13 should be stronger. 

BBVA U.S. Monthly Activity Index 
4Q % Change 
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Labor Market 

Labor Market Utilization 

Source: BBVA Research, BLS, Department of Labor, NABE, NFIB, ISM, & TCB  

Labor Market Outlook 

Steady job growth, although unemployment remains 
elevated and structural concerns are still relevant  
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Inflation 

Inflation Expectations 
% 

Contributions to CPI 
Relative Importance & 12m% change 

Downward price pressures from tradables. 
Services remain within the Fed’s 2% target 
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Expectations for QE3 Tapering 

 
 

July 2013 

Current pace of 
asset purchases: 

 
$40bn MBS 

$45bn Treasuries 

2Q14 

Expected end QE3  
 

(when the 
unemployment rate 

would likely be in the 
vicinity of 7%) 

Sept  2013 

Initial announcement 

Taper off QE3 
 

(slowing asset 
purchases, not 

tightening)  

3Q15 

First FFR 
 hike 

1H16 

Policy 
Normalization 

 
Start reducing 
balance sheet 

E
x
p
e
ct

e
d
 T

im
e
lin

e
 

 Drop in QE purchases this 
year, ending in 2Q14  

 Policy exit remains vastly 
data-driven: definite path is 
dependent on  the pace of 
the recovery and the 
inflation outlook 
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Federal Funds Rate 

Market Expectations Fed Funds 
% 

First Rate Hike 
End of period, probability 

Market expectations on Fed funds assume a similar timing 
for the first rate hike but a slightly faster pace  
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Yield Curve 

10YTN Forecasts 
% 

US Yield Curve: Official Scenario  
% 

We continue to expect moderate increases 

Fed  is unofficial as of March 2013 



U.S. Risks: A More Symmetric Distribution 

Upside 
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Downside 
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U.S. Downside Risk 
Probability continues edging down, albeit slowly 



U.S. Upside Risk 
Accounting for potential positive surprises 
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