
 

 

 

 

US
 

Highlig
Existing H

 Exis
decr
basi
two 
well
vers

 On 
to g
rate
we 
jobs
tape

 

Chicago F
 The

grow
from
aver
expe

 Spe
emp
drag
this 
are 

 

Graph 1 

Existing Hom
SAAR YoY%

Source: ISM & BB

 

S W
ghts 
Home Sale
sting home s
reases in sale
is, existing ho
years of incr
 as rising mo

sus 3.35% at 
a YoY basis, 
ain value whi
 increases ha
still expect th

s. Still, there 
ering, we expe

Fed Activit
 Chicago Fed

wth slowed du
m 0.36 to 0.33
rage growth.
erienced six c

ecific compon
ployment, une
gged down on
deceleration 
hinting at opt

me Sales 
% Change 

BVA Research 

Wee
es Finally o
sales increas
es and bounc
ome sales de
reases. The d
ortgage rates
the end of 20
the median s

ich is encoura
ave stabilized
he pace of ex
are hurdles 
ect interest ra

ty Index Sh
d’s National A
uring the last 
3. Still, the fa
. The positiv
consecutive n
nents of the 
employment, 
n the index, w
should not be

timism moving

 

ekly
on the Rise
sed 1.0% Mo
cing back from
clined 0.6%, 
decline could
 compared to

012. 
sales price fo
aging for the 
d and have h
xisting home 
the housing 

ates to steadil

hows Slow
Activity Index 

month of the
ct that the ind
ve read mar
negative mont

indicator sh
and hours, a

with growth in
e cause for a
g forward.  

y F
e Again in 
oM in Decem

m a 14-month
the second s
 be attributed
o last year, w

or existing ho
housing mark

helped boost 
sales to rise
market may 
ly rise, which 

wing Econo
fell from 0.69
 year. Overal
dex is positiv
rked the fifth
ths prior.  
ow that mos

as well as pro
n economic a
larm as we e

  Gra

Ex
Th

 

 Sou

 
 

las
December
mber, breaki

h low in Novem
straight month
d to stricter g
with the 30-ye

omes increase
ket and home
affordability i

e, backed by 
need to ove
could tempe

omic Expan
9 in Novembe
l, the three m

ve is a signal 
h consecutiv

st factors rem
oduction & inc
activity falling 
nter 2014, in 

aph 2 

xisting Home S
housands 

urce: Conference B

sh 
r 
ing the three
mber to finish
h in which it s
guidelines for 
ear fixed-mor

ed 9.9%, a si
eowners. Eve
in recent mon
increased de

ercome; now 
r demand for 

nsion in D
er to 0.16, a s
month moving 

that the econ
ve month of 

mained posit
come. Person
further below
large part be

Sales by Regi

Board & BBVA Res

Economic
January 27,

e-month skid
h on a positive
saw a YoY de

loans which 
rtgage at 4.46

ign that home
en with rising 
nths. Looking
emand for ho
that the Fed
homes. 

ecember 
sign that the p

average mov
nomy still exp

growth, afte

tive for the m
nal consumpt
w the historic
ecause other r

on 

search 

c Analysis 
2014 

d of consecu
e note. On a Y
ecline after ne

tighten credi
6% in Decem

es are continu
prices, mortg

g ahead to 20
omes and ad
 has announ

pace of econo
ved down slig
perienced abo
er the econo

month, includ
tion and hous

cal trend. Ove
related indica

utive 
YoY 

early 
t as

mber 

uing
age

014, 
ded

nced 

omic 
ghtly
ove-
omy 

ding 
sing

erall, 
ators 



 
Week Ahead 
 
New Home Sales (December, Monday 10:00 ET) 
Forecast: 463K Consensus: 455K Previous: 464K 

New home sales are expected to remain mostly unchanged in December after falling slightly in November, in large
part just correcting from a significant 17.6% jump in the month prior. On a YoY basis, new home sales numbers have
been very positive through most of 2013, so it is clear that home buying has accelerated rapidly since 2012. A
positive new home sales report for December could enhance views on consumer confidence, as those who are willing
to purchase a house are typically in good financial standing. Although there has been gradual increases in mortgage
rates over the last couple months of 2013, existing home sales were slightly positive in December, hinting at ongoing
demand for homes. Furthermore, new home starts increased more than 23% in November, confirming our outlook for
continued gains in home sales for the coming year. 
 
Durable Goods Orders, Ex Transportation (December, Tuesday 8:30 ET) 
 Forecast: 1.5%, 0.4%  Consensus: 1.8%, 0.6%  Previous: 3.5%, 1.2% 

Durable goods orders have been a bright spot through the latter half of 2013 as manufacturing activity has surprised
largely to the upside since starting the year off on weak footing. November saw new orders for durable goods
increase by 3.45% over October, and inventories have increased for every month since June, a sign that companies
are expecting increased demand in the future. Typically, the increase in durable goods orders (most notably, the
capital goods component) is a strong sign of economic confidence and activity, particularly for businesses. As we
enter 2014, the manufacturing sector will no doubt be a crucial component as economic activity steadily accelerates.
Despite the usual volatility in the indicator, we expect another healthy gain in December for both the headline and ex-
transportation figures. 
 
   
GDP, Advanced (4Q13, Thursday 8:30 ET) 
Forecast: 2.8% Consensus: 3.3% Previous: 4.1% 

Upward revisions to 3Q13 data showed that the economy expanded at an annualized rate of 4.1%, the highest growth
rate in nearly two years; now, all eyes will be on the 4Q GDP report to see if the economy sustained this growth
through the end of the year. The 3Q growth figure was led in part by steady gains in consumer spending, much of
which has carried over into the fourth quarter, leading us to believe the advance GDP report will receive a tailwind
from the holiday season. In regards to other contributors, exports should provide an upward bias to the advance
estimate; data thus far for 4Q13 suggest relatively strong export growth, coming off of three straight months of
declines in the third quarter. Much of the 3Q GDP figure was inflated by inventories, which does not necessarily
reflect true growth in the economy if the inventory is not being moved or sold. Despite expectations for a slowdown in
inventory growth towards the end of the year, stockpiles have continued to increase at a steady pace. Thus, we
expect inventories to again have significant influence on growth for the final quarter of 2013. Overall, economic
activity has been better-than-expected throughout 4Q and we expect to see another strong estimate for GDP, albeit at
a slightly slower pace compared to 3Q. 
   

Personal Income and Outlays (December, Friday 8:30 ET) 
Forecast: 0.2%, 0.3% Consensus: 0.2%, 0.2% Previous: 0.2%, 0.5% 

Personal income growth was mostly positive throughout 2013, particularly in real terms as inflation remained
surprisingly low. Consequently, consumers saw an overall gain in purchasing power, simultaneously helping to boost
consumption during the year. For December, we expect similar trends to continue as both income and spending
growth hold relatively steady. Various economic indicators have noted rising consumer confidence on the back of
improvements in job availability and income prospects, and we expect these sentiments to carry over into 2014. In the
wake of the holiday season, we expect personal income and outlays to finish the year with modest increases for
December. With personal consumption making up roughly two-thirds of GDP, it is crucial that personal income and
outlays continue to accelerate as the economy moves forward with the recovery. 
 

 
Market Impact 
After the sell-off at the end of last week, this week will be crucial for markets with many influential indicators being
released across several days. No doubt, investors will have the majority of their attention focused on the 4Q13 
advanced GDP report released on Thursday to provide an update on the pulse of the economy for the last three
months of the year. Also, the FOMC will be releasing another meeting statement on Wednesday, so investors will 
certainly pay attention to any monetary policy updates regarding the pace of tapering.  



 

Economic Trends 
Graph 3 

BBVA US Weekly Activity Index  
(3 month % change) 

 Graph 4 

BBVA US Monthly Activity Index & Real GDP 
(4Q % change) 
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Graph 5 

BBVA US Surprise Inflation Index  
(Index 2009=100) 

 Graph 6 

BBVA US Surprise Activity Index & 10-yr Treasury 
(Index 2009=100 & %) 
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Graph 7 

Equity Spillover Impact on US 
(% Real Return Co-Movements) 

 Graph 8 

BBVA US Recession Probability Model 
(Recession episodes in shaded areas,%) 
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Financial Markets 
Graph 9 

Stocks  
(Index, KBW) 

 Graph 10 

Volatility & High-Volatility CDS  
(Indices) 
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Graph 11 

Option Volatility & Real Treasury  
(52-week avg. change) 

 Graph 12 

TED & BAA Spreads  
(%) 
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Graph 13 

Long-Term Mutual Fund Flows  
(US$Mn) 

 Graph 14 

Total Reportable Short & Long Positions  
(Short-Long, K) 
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Financial Markets 
Graph 15 

Commodities 
(Dpb & DpMMBtu) 

 Graph 16 

Gold & Commodities 
(US$ & Index) 
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Graph 17 

Currencies 
(Dpe & Ypd) 

 Graph 18 

6-Month Forward Exchange Rates 
(Yen & Pound / US$) 
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Graph 19 

Fed Futures & Yield Curve Slope  
(% & 10year-3month) 

 Graph 20 

Inflation Expectations  
(%) 
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Interest Rates 
Table 1 

Key Interest Rates (%) 
 Table 2 

Key Interest Rates (%) 
 

*Freddie Mac National Mortgage Homeowner Commitment US 
Source: Bloomberg & BBVA Research 

 Source: Bloomberg & BBVA Research 

 

Quote of the Week  
Christine Lagarde, International Monetary Fund 
IMF Chief Christine Lagarde Says Inequality Gap is ‘Widening Tremendously’ 
24 January 2014 
 
"You have to use all the tools, all the tools. It is combining enough of a partnership between the educational system,
the policy makers and the corporate sector so that training, including vocational training, can be targeted where it is 
going to leverage jobs and opportunities for young people." 
 

Economic Calendar 

 
 

Forecasts 

 
Note: Bold numbers reflect actual data. Forecast revisions pending. 

Last Week ago
4-Weeks 

ago Year ago

Prime Rate 3.25 3.25 3.25 3.25

Credit Card (variable) 14.23 14.23 14.23 14.10

New  Auto (36-months) 2.33 2.42 2.66 2.59

Heloc Loan 30K 5.37 5.36 5.33 5.36

5/1 ARM * 3.15 3.10 3.00 2.90

15-year Fixed Mortgage * 3.44 3.45 3.52 3.23

30-year Fixed Mortgage * 4.39 4.41 4.48 3.99

Money Market 0.42 0.42 0.43 0.50

2-year CD 0.82 0.82 0.82 0.79

Last Week ago
4-Weeks 

ago Year ago

1M Fed 0.07 0.07 0.08 0.14

3M Libor 0.24 0.24 0.25 0.30

6M Libor 0.33 0.34 0.35 0.48

12M Libor 0.57 0.57 0.58 0.80

2yr Sw ap 0.50 0.50 0.49 0.44

5yr Sw ap 1.68 1.73 1.78 1.03

10Yr Sw ap 2.85 2.93 3.06 2.06

30yr Sw ap 3.63 3.74 3.89 3.01

30day CP 0.13 0.12 0.11 0.16

60day CP 0.11 0.12 0.11 0.17

90day CP 0.12 0.13 0.13 0.19

Date Event Period Forecast Survey Previous
27-Jan New  Home Sales DEC 463K 455K 464K

28-Jan Durable Goods Orders DEC 1.50% 1.80% 3.50%

28-Jan Durables Ex Transportatoin DEC 0.40% 0.60% 1.20%

28-Jan S&P/CS Composite-20 (YoY) NOV 13.60% 13.80% 13.61%

28-Jan Consumer Confidence JAN 78.1 78.0 78.1

30-Jan GDP Annualized QoQ 4Q A 2.80% 3.20% 4.10%

30-Jan Personal Consumption 4Q A 3.30% 3.70% 2.00%

30-Jan GDP Price Index 4Q A 1.30% 1.20% 2.00%

30-Jan Core PCE 4Q A 1.20% 1.10% 1.40%

30-Jan Initial Jobless Claims 25-Jan 332K 330K 326K

30-Jan Continuing Claims 18-Jan 3050K 3000K 3056K

31-Jan Personal Income DEC 0.20% 0.20% 0.20%

31-Jan Personal Spending DEC 0.30% 0.20% 0.50%

31-Jan Employment Cost Index 4Q 0.40% 0.40% 0.40%

31-Jan Chicago PMI JAN 59.0 59.0 59.1

31-Jan U. of Michigan Consumer Sentiment JAN 80.8 81.0 80.4

2011 2012 2013 2014 2015 2016
Real GDP (% SAAR) 1.8 2.8 1.8 2.5 2.5 2.8

CPI (YoY %) 3.1 2.1 1.5 2.3 2.4 2.4

CPI Core (YoY %) 1.7 2.1 1.8 2.3 2.4 2.3

Unemployment Rate (%) 8.9 8.1 7.4 6.8 6.2 5.9

Fed Target Rate (eop, %) 0.25 0.25 0.25 0.25 0.50 1.50

10Yr Treasury (eop, % Yield) 1.98 1.72 3.03 3.37 3.64 4.05

US Dollar/ Euro (eop) 1.31 1.31 1.37 1.30 1.38 1.36
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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. 


