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« Activity slowed in 26 states and improved in 21, according to data

through October.

Based on the 3-month moving average, 19 states are expanding, 26 states
are contracting, and 5 states are stable with no growth. This growth pattern
is similar to the prior month.

According to the month’s contemporaneous index, 29 states expanded
while only 14 contracted. These upticks are consistent with the observed
+174K addition to nationwide non-farm employment in October.

Given the lower-than-expected outcome for U.S. non-farm payrolls in
November, we expect December’s state indexes to weaken.

Across the BBVA Compass Sunbelt, activity picked up in Arizona and pulled
back in Alabama, Colorado, Florida and New Mexico, while it remained stable
in Texas (the highest growth in the region) and California (sub-par, low growth).
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Table 1
Summary of State Monthly Activity Indexes, November 2010
Moving Average (MA) Point Change in 3-Month MA

State Index 3 Mo. 6 Mo. 12 Mo. A1 Mo. A6 Mo. A12 Mo.
Alabama 0.0 -0.5 0.2 0.0 -0.8 -0.6 0.6
Arizona 1.1 0.2 0.0 0.2 0.3 -0.4 1.2
California 0.3 0.0 -0.1 -0.1 0.0 0.0 1.0
Colorado 0.0 -0.1 0.0 -0.3 -0.1 0.4 1.0
Florida 0.3 -0.6 -0.1 -0.2 -0.3 -0.8 0.5
New Mexico 0.0 -0.5 -0.1 -0.2 -0.6 -0.2 0.9
Texas 0.7 0.5 0.7 0.4 0.0 0.1 1.3
Sunbelt 0.5 0.0 0.2 0.1 -0.1 -0.2 1.0
United States 0.4 0.3 0.3 0.2 0.0 0.0 1.6

The value of the index corresponds to economic growth. A positive index value indicates economic expansion, a value of 0
indicates no growth, and a negative value indicates contraction. The 3-month moving average comprises the current and prior
2 months’ values of the index. This statistic helps to reduce volatility and identify a stable path; hence, it is a primary gauge of
economic activity. For more information please review our 3Q08 U.S. Regional Watch.

Source: BBVA Research

Chart 1
BBVA Compass SMAI, November 2010, 3-Month Moving Average
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The state monthly activity indexes incorporate the latest sector-level employment data, exports, building permits, home pri-
ces and housing sales data for each state (data through July). The above map presents the regional snapshot of economic
activity. Positive values indicate expansion, negative values indicate contraction. An index value of 0 indicates no growth.
Source: BBVA Research
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Behind the Numbers

Nationwide, the state monthly activity indexes confirm our expectation of a slowdown in 2H10.
Compared to 6 months ago, the 3-month moving averages (3mma) are lower in 38 states. The indexes
reflect the continued slow pace of private sector job creation, a softening pace of export growth along
with further declines in home prices, sales and construction activity. As stimulus programs that boosted
short term growth fade and the strength of the private-sector led recovery remains questionable, we
expect these indexes to change little in the months ahead as we move into 2011. Given that the 3mma
of the indexes in 31 states are below 0, growth is occurring well below trend in a majority of states.

The strongest monthly expansion occurred in Arkansas due to widespread employment gains in the
services sectors, while Delaware’s economy contracted along with its labor market. On a monthly
basis, 29 states saw expansion, as their payrolls increased in October. This outcome is consistent with
the +172K jobs added in October. The U.S. preliminary employment report for November reported only
+39K net job gains, and thus we expect December’s state indexes will weaken.

Texas, New Hampshire and Vermont’s 3mma indexes are the highest in the nation, as relatively
low unemployment rates, positive growth in service sector employment and upturns in home price
indexes (in Texas and New Hampshire) aid expansion. Nevertheless, declines or little growth in the
construction, manufacturing, and the retail and wholesale trade and transportation sectors underscore
weak activity nationwide.

Within the BBVA Compass Sunbelt, Texas continues to lead the region’s expansion; however, its pace
of growth remained the same as the previous month. While Texas added a net of 47,900 jobs in
October, nearly 40% of the total came from the government sector, and an additional 18% came
from construction. Additions to manufacturing, trade and services sectors were unremarkable. The
purchase-only housing price index has displayed a favorable positive trend in 2010, as 3Q10 data reveal
a 1.10% year-over-year increase. This trend supports the state’s housing market and construction
activity — year-to-date building permit activity is up 3.0% over 2009. Furthermore, while the year-
over-year pace of exports softened in 3Q10 as expected, they continue to boost Texas’ petroleum and
manufacturing industries.

In Alabama, October non-farm employment was flat, as no sector registered large gains. The housing
price purchase index declined slightly in 3Q10, and remains close to 4% down on the year. Arizona’s
employment outlook brightened, as service sectors registered strong growth, and the construction
industry increased payrolls significantly. The housing price index, however, continues to slide, and is
down nearly 10% on the year as of 3Q10. California’s home price purchase index slid slightly and is
down less than 2% on the year; however, the all transaction index turned upward in 3Q10 and suggests
a stabilization of prices. California added nearly 39,000 jobs with widespread gains across all but two
major sectors. The decline in Colorado’s home price purchase index accelerated in 3Q10; however,
building permit activity is higher for the year. The mining, construction and government sectors added
a combined total of 5,100 jobs — over 70% of Colorado’s total net addition.

In Florida, the housing price purchase index slid slightly in 3Q10, and employment creation remains
extremely weak. Total nonfarm payroll managed to tick up 6,900 jobs in October; however, the leisure
and hospitality sector spiked 2% to add 17,800 jobs. Thus, other sectors continued to shed workers.
Finally, while New Mexico managed to increase employment slightly, 80% of the total job creation
occurred in the government sector, and the remainder came from the construction and other services’
sectors. New Mexico’s housing prices continue to slide, but are down approximately 4% on the year.

Bottom Line

November’s state monthly activity indexes reveal the 2H10 slowdown, as the 3-month moving averages
are lower today than they were six months ago in 41 states. In the BBVA Compass Sunbelt region,
this slowdown is most evident in Florida, Alabama, and Arizona as these states experienced a boost
due to fervent export demand and stimulus measures that boosted housing sales. Alabama’s sharp
rise in activity rapidly brought down unemployment; however, Florida wades through low growth and
unemployment heads upward. In California, the observed job creation in October is a welcome sign;
however, it is too early to determine whether it has reached a stable turning point. As for Texas, while
the rate of private sector job creation has slowed, it remains positive, and the state continues to boost
its output. As we head into December, we expect our state activity indexes to indicate a moderation
of economic activity.
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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.

This document is provided in the United Kingdom solely to those persons to whom it may be addressed according to the Financial Services and Markets
Act 2000 (Financial Promotion) Order 2001 and it is not to be directly or indirectly delivered to or distributed among any other type of persons or entities.
In particular, this document is only aimed at and can be delivered to the following persons or entities (i) those outside the United Kingdom (ii) those with
expertise regarding investments as mentioned under Section 19(5) of Order 2001, (iii) high net worth entities and any other person or entity under Section
49(1) of Order 2001 to whom the contents hereof can be legally revealed.

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 and the rest of entities in the BBVA Group which are not members of the New York Stock Exchange or the National Association of Securities Dealers,
Inc., are 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”.



