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Highlights

U.S. Economy Grows 3.2% in Final Quarter of 2013

— The BEA'’s advanced estimate of 4Q13 real GDP showed that the economy increased at rate of 3.2% on a
QoQ seasonally-adjusted annualized basis (SAAR). Assuming there are no revisions to the 4Q13 GDP figure,
this pace brings annual growth to 1.9% in 2013, significantly lower than 2012, but in general higher than
consensus estimates for the year. Personal consumption, which accounts for roughly two-thirds of the
economy, grew a solid 3.3% SAAR, which is its highest growth rate since 4Q10 and points to an increase in
confidence as consumers are spending more freely. Unfortunately, for the first time since 2010, residential
investment was down for the quarter, a movement which is likely attributed to a combination of higher home
prices, increasing interest rates, and extreme weather conditions, particularly during November and December.
In regards to trade, net exports were significantly higher for the quarter and are steadily becoming a reliable
source for growth in the economy, fueled by the increase in domestic drilling of shale gas and petroleum
products.

— Overall, the growth in consumption spending is encouraging and is a positive sign of confidence in the
economic recovery as we enter the New Year. After a slow start to the year raised questions about the strength
of the economy, the 3.2% growth estimate for 4Q13 is a relief that the economy is accelerating upwards.
Furthermore, the decision of the Fed to begin tapering in 2014 appears to be validated as the economy begins
to stand on its own feet. Previous spurts of economic growth have dissipated in the past, so GDP in the first
quarter will be crucial in determining whether the growth is able to steadily roll over into 2014. Looking ahead,
we expect that the momentum from the final quarter of 2013 will carry forward into 2014, with our annual
growth projection at 2.5% for the coming year.

FOMC Statement: Pace of Purchases Further Reduced to $65 Billion

— The latest FOMC statement was in line with our expectations for reducing the pace of Large-Scale Asset
Purchases (LSAP) to $65bn per month. Beginning in February, the Committee will purchase $30bn in
mortgage-back-securities (MBS) and $35bn in longer-term Treasury securities, as well as continue reinvesting
principal payments into MBS and rolling over maturing Treasury securities at auction. This decision action
occurred despite turmoil in emerging financial markets. The Fed kept LSAP dependent on the economic
outlook. In particular, improvement of labor markets conditions, and the path of inflation expectations. In
addition, LSAP remains conditional on the efficacy and costs of such purchases. While the Fed’s balance sheet
will continue to rise, the pace of monthly asset purchases will continue to decline.

— In the absence of new economic distress and negative fiscal policy surprises, the FOMC will conclude QE3 in
late 2014. Although the thresholds were left unchanged, FOMC members probably continued discussing
alternatives to narrow the gap between the timing of policy firming and the unemployment rate threshold. It is
likely that the majority prefers to wait for more clarity on labor market conditions while some may prefer to add
other unemployment indicators to their communication policy. This will allow the Fed to keep the timing of
policy firming close to 2015 even if the unemployment rate were to reach 6.5% or lower in coming months.



Week Ahead

ISM Manufacturing Index (January, Monday 10:00 ET)

Forecast: 55.8 Consensus: 56.0 Previous: 57.0

Manufacturing made significant strides in recovering during the last few months of the year after a dismal start in 2013
had many concerned that the sector was on a downhill trajectory. The ISM index in 2H13 accelerated for six straight
months before stabilizing in December. The durable goods report for December was far below expectations, leading
us to believe that the recent surge in manufacturing may be slowing. Furthermore, the regional manufacturing surveys
conducted by the Federal Reserve show mixed signs of improvement across different regions in the United States,
suggesting that manufacturing activity is still weak in certain areas. Overall, we expect a slight slowdown in
manufacturing growth for the month, but still remain bullish on the index through 2014.

International Trade Balance (December, Thursday 8:30 ET)
Forecast: -$35.0B Consensus: -$36.0B Previous: -$34.3B

The trade deficit is expected to decrease slightly in December after a surprising November imports figure saw the
balance shrink to its lowest level in over four years. Exports also increased in November, a gain that was largely
attributed to an increase in both manufacturing and petroleum products and was further backed by an increase in
global activity as consumers spent for the holidays. We expect goods exports to continue accelerating in December
as the holiday season comes to a close. Furthermore, as companies continue to drill domestically, we believe the
energy boom will continue to fuel an increase in petroleum exports while simultaneously decreasing imports of foreign
oil for the foreseeable future. For December, we do not forecast any significant change to the trade balance,
assuming that export growth holds steady and imports rebound from November’s decline.

Nonfarm Payrolls and Unemployment Rate (January, Friday 8:30 ET)
Forecast: 190K, 6.8% Consensus: 180K, 6.7% Previous: 74K, 6.7%

The employment situation brightened throughout the second half of 2013 but finished unexpectedly negative in
December. Manufacturing and construction had been the catalysts for the acceleration in employment in recent
months, as both sectors rebounded from slow starts to the year. Housing figures have slowed as of late but still
remain positive overall, so we expect that construction will provide a boost for employment in January, in part
offsetting the drop in construction jobs in December. Additionally, we forecast at least some upward revision to
December’s dismal job report. Overall, we expect nonfarm payroll growth to bounce back positively in January and for
companies to begin hiring once again as the new year begins. However, we believe the unemployment rate will tick
up to 6.8% as previously discouraged workers will re-enter the labor force following the holiday season. The
unemployment report carries large implications for monetary policy, as another drop may bring into question the Fed'’s
forward guidance threshold of 6.5% and force the FOMC to reassess their guidance.

Consumer Credit (December, Friday 3:00 ET)
Forecast: $13.00B Consensus: $12.00B Previous: $12.32B

Consumer credit is expected to increase in December, mostly on the back of the usual gains in outstanding student
loans as well as a holiday shopping related push from the revolving side. In November, total outstanding consumer
credit continued the recent upward trend, but grew at the slowest pace in almost seven months. Although the SA data
was weaker, revolving credit on a non-SA basis jumped $10.9bn, the biggest gain in a year. The opposite was true for
non-revolving: the NSA increase was much less pronounced at only $6.9bn. The NSA revolving credit figure boosted
the overall consumer credit figure in November but we do not forecast an increase of the same magnitude in
December, The fact that credit issued by depository institutions is steadily increasing should be viewed as a positive
sign that Americans have regained confidence to borrow and spend. Moving forward, we expect non-revolving credit
in the form of auto loans and student debt will be the consistent driver in December and in the coming months.

Market Impact

Markets continued to move off all-time highs through the past week due to a combination of weak earnings, foreign
currency instability, and a weak durable goods report. However, the upbeat GDP report closed out 2013 on a more
positive note and stabilized the markets as we enter this week. Looking ahead, markets will turn their attention to the
employment report on Friday for assurance that the economic recovery is robust. Furthermore, investors will be looking
for an upward revision after last month’s dismal figure became cause for concern in the job market.



Economic Trends
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Financial Markets
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Financial Markets
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Interest Rates

Table 1 Table 2
Key Interest Rates (%) Key Interest Rates (%)
4-Weeks 4-Weeks
Last Week ago ago Year ago Last Week ago ago Year ago
Credit Card (variable) W23 uB U3 1410 SMLibor 0.24 0.24 0.24 0-30
6M Libor 0.34 0.33 0.35 0.47
New Auto (36-months) 2.36 2.33 244 247 12M Libor 057 057 058 0.77
Heloc Loan 30K 540 5.37 5.32 5.38 2yr Swap 0.46 0.49 0.51 0.43
5/1 ARM* 312 3.15 3.05 2.90 5yr Swap 1.61 1.66 1.79 1.03
15-year Fixed Mortgage * 340 344 3.55 323 10Yr Swap 2.79 2.84 3.07 2.09
30-year Fixed Mortgage * 432 439 453 3.99 30yr Swap 3.60 3.62 3.90 3.05
Money Market 041 042 043 050 Zgj""y g" 8-13 8-12 3.11 81:
P A1 A1 11 1
2year D 082 082 082 0.77 &
90day CP 0.13 0.13 0.13 0.17
*Freddie Mac National Mortgage Homeowner Commitment US Source: Bloomberg & BBVA Research

Source: Bloomberg & BBVA Research

Quote of the Week

Barack Obama, President of the United States
State of the Union Address
28 January 2014

"China and Europe aren’t standing on the sidelines. Neither should we. We know that the nation that goes all-in on
innovation today will own the global economy tomorrow. This is an edge America cannot surrender.”

Economic Calendar

Date Event Period Forecast Survey Previous
3-Feb  Total Vehicle Sales JAN 15.2M 15.7M 15.4M
3-Feb  ISM Manufacturing Index JAN 55.8 56.0 57.0
3-Feb  Construction Spending (MoM) DEC 0.40% 0.00% 1.00%
4-Feb  Factory Orders (MoM) DEC -0.60% -1.80% 1.80%
5-Feb  ADP National Employment JAN 180K 190K 238K
5-Feb  ISM Non-manufacturing Index JAN 53.2 53.7 53.0
6-Feb International Trade Balance DEC -$35.0B -$36.0B -$34.3B
6-Feb  Nonfarm Productivity Q4 2.20% 2.50% 3.00%
6-Feb  Unit Labor Costs Q4 0.50% -0.50% 1.40%
6-Feb Initial Jobless Claims 1-Feb 340K 335K 348K
6-Feb  Continuing Claims 25-Jan 2985K 3000K 2991K
7-Feb  Non-Farm Payrolls JAN 190K 180K 74K
7-Feb  Private Payrolls JAN 195K 190K 87K
7-Feb  Manufacturing Payrolls DEC 11K 10K 9K
7-Feb  Unemployment Rate JAN 6.80% 6.70% 6.70%
7-Feb  Average Hourly Earnings JAN 0.20% 0.20% 0.10%
7-Feb  Average Work Week JAN 34.5 34.4 34.4

7-Feb  Consumer Credit DEC 13.00B 12.00B 12.32B



Forecasts

2015 2016
Real GDP (% SAAR) 1.8 2.8 1.9 25 25 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

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

Michael Soni
Michael.Soni@bbvacompass.com
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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 (i) 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.
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