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Diego Torres Torres e GDP growth confirmed at 0.3% QoQ in 4Q13, supported by exports,
diego torres.torres@bbva.com offsetting the surprising reduction in inventories

Pablo Budde Eurostat's second estimate confirmed that eurozone GDP grew at 0.3% QoQ in 4Q13,
pabio budde@bbva.com after the 0.1% QoQ in 3Q13. Underlying this performance, net exports weighed more
Massimo Trento than expected on quarterly growth (+0.4pp after -0.4pp in 3Q13; BBVA Research:

massimo.trento@bbva.com X K i
0.2pp), due to weak imports and the strong export recovery. This surprise to the

upside was offset by the negative contribution of domestic demand (-O.1pp after
0.5pp in 3Q13; BBVA Research: 0.1pp), dragged down mainly by inventories (-0.3pp
after 0,3pp) despite robust rise in investment (1.1% QoQ after 0.6% QoQ), while
private consumption was still fragile (0.1% QoQ) and public-sector consumption fell (-
0.2% QoQ).

Although the contribution of domestic demand is negative, we see optimistic signs,
since the recovery of exports was reflected in the rise of investment for the third
quarter in a row, pointing to a consolidation of the classic pattern of recovery.

e February PMIs were revised upwards and our MICA-BBVA model
suggests that recovery is on track, or even gaining some traction
Confidence indicators up to February, especially the PMIs that were revised upwards
(by 0.6pp in the February Composite PMI to 53.3, after 52.9 in January), were
consistent with recovery in the eurozone by early 2014 (the average of January and
February PMIs is 53.71, which is 1.2 points higher than the 4Q13 average), still led by
Germany. Hard data released to date are limited to January retail sales (also released
today) that surprised to the upside, while leading export indicators still have an
optimistic outlook of foreign sector performance in coming months.

Our MICA-BBVA model, with information limited to confidence data, projects quarterly
GDP growth of around 0.4% QoQ in 1Q14 (Chart 1). Still, we are comfortable with
our growth forecast for the first quarter of 0.2/0.3% QoQ, since the relative optimism
of soft data have yet be confirmed by activity indicators, which havent gained
momentum vyet.


http://www.bbvaresearch.com/KETD/ketd/esp/index.jsp
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Chart 1
EMU: MICA-BBVA and GDP (QoQ %)
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Source: Eurostat and BBVA Research
Table 1
EMU: QoQ GDP growth (%) and components
4Q13
1Q13 2Q13 3Q13 Real BBVA Research
GDP -0.2 0.3 0.1 0.3 0.3
Private consumption 0.1 0.2 0.1 0.1 0.2
Public-sector consumption 0.3 0.0 0.4 0.2 0.1
Investment 1.7 0.2 0.6 1.1 0.3
Change in inventories (1) 0.0 0.2 0.3 0.3 0.0
Domestic demand (1) -0.2 -0.1 0.5 -0.1 0.1
Exports 0.9 2.3 0.0 1.2 11
Imports 1.1 1.7 1.0 0.4 0.8
Net exports (1) 0.0 0.4 -0.4 0.4 0.2

(1) Contributions to quarterly GDP growth.
Source: Eurostat and BBVA Research
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DISCLAIMER

This document has been prepared by BBVA Research Department, it is provided for information purposes only and expresses data, opinions or
estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider to be reliable, and
have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit, regarding its accuracy, integrity or
correctness.

Estimations this document may contain have been undertaken according to generally accepted methodologies and should be considered as
forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of future performance.

This document and its contents are subject to changes without prior notice depending on variables such as the economic context or market
fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in financial assets
or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or decision of any kind.

In regard to investment in financial assets related to economic variables this document may cover, readers should be aware that under no
circumstances should they base their investment decisions in the information contained in this document. Those persons or entities offering
investment products to these potential investors are legally required to provide the information needed for them to take an appropriate investment
decision.

The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, distribution, public
communication, making available, extraction, reuse, forwarding or use of any nature by any means or process, except in cases where it is legally
permitted or expressly authorized by BBVA.



