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Highlights
Weaker than expected data in line with our baseline scenario

US financial markets last week reacted to indications of slow growth reported by data releases of
consumer confidence, the ISM index, and employment. Consumer confidence declined to 60.8 in
May, which is down from April's revised 66.0 reading and departs from a consensus forecast of
66.5. Indicators of future expectations moved lower in general. Turning to the manufacturing
sector, the ISM index declined more than expected by consensus to 535, although this reading is
still in expansion territory. One wrinkle in the ISM story is that new orders indicate a slowdown in
the future as manufacturers turned more to clearing their backlogs, but at the same time this may
reflect lingering supply-chain disruptions from the Japanese earthquake.

Estimates from ADP on private payrolls also disappointed consensus estimates of 210k by clanging
in at 38k. Moreover, on Friday, the BLS released May’'s employment report, showing a substantial
moderation in job creation (54K from 232K in April). Although job creation in private services was
certainly weak (80K vs. 213K in April), state and local governments were responsible for the biggest
losses (-29K). This reflects the ongoing adjustment conducted to deal with budget pressures. The
unemployment rate unexpectedly increased to 91% from 9.0% in April, adding an additional
element of uncertainty to the labor market.

Naturally, these indicators have amped up the desire for safety and heightened risk aversion.
Nonetheless, our view of these readings is more measured: they appear to be consistent with our
expectations of moderate hiring and growth throughout 2011. They are also consistent with a
Federal Reserve still uncertain of the sustainability of the recovery and with no desire to raise
interest rates until March 2012,
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Week Ahead

Consumer Credit (April, Tuesday 15:00 ET)
Forecast: $6.2B Consensus: $55B Previous: $6.0B

We expect total outstanding seasonally-adjusted consumer credit to increase MoM by $6.2bn
to $2431.7bn, which will represent acceleration in YoY terms but a stabilization based on
monthly annualized rates. Consumer expenditures most likely weathered the increase in oil
prices during April, but given ongoing uncertainty in the labor market they are likely still
cautious of taking on commitments. Auto sales at a seasonally-adjusted annual rate remained
largely constant between March and April. Although not reflected in April's data, May’s
precipitous decline in auto sales casts doubt for acceleration in consumer credit growth. Our
current scenario envisages a few more months of declines in consumer credit excluding
government and nonfinancial businesses.

Jobless Claims (Week ending May 28%", Thursday 8:30 ET)

Forecast: 420K Consensus: Previous: 422K

The initial unemployment insurance claims 4-week moving average declined in the week
ending May 28" to 425K from 4395K, following several weeks of sustained increases. We
expect claims to remain relatively constant at 420K in the week ending June 3 Uncertainty in
the labor market and the extension of unemployment benefits early this year will prevent initial
claims and the unemployment rate from adjusting rapidly. In our baseline scenario, job creation
will continue through the rest of the year but at a moderate pace.

Trade Balance (April, Thursday 8:30 ET)
Forecast: -$505B Consensus: -$48.7B Previous: -$48.2B

In April, elevated energy prices inflated the value of imports, widening the trade gap. We expect
April's trade deficit to expand from $48.2B to $505B. In real terms, both imports and exports
are likely to continue showing a robust expansion relative to the previous year. The trade deficit
is likely to widen in the following months as higher international prices will increase the value of
imported food and industrial supplies. At the same time, the recovery of the US. economy will
boost demand for other imported goods. On the other hand, exports will continue to be
supported by sustained growth overseas.

Import Prices (May, Friday 8:30 ET)

Forecast: -05% Consensus: -0.7% Previous: 2.2%

We expect import prices to decrease 05% in May from a 2.2% increase in April as oil prices
declined during the month. However, this implies an 11.4% YoY rate from 111% in April. Despite
these high YoY rates, the risk of pass through to core consumer prices is still limited as growth
in corporate profits (85% in 1Q11) suggests that firms still have room to absorb shocks on prices
of imported inputs.

Market Impact

Markets can expect a relatively calm week. Higher-than-expected import prices and negative
surprises in unemployment insurance claims might add some volatility. In any case the
reaction is likely to be milder than that observed during the previous week.

REFER TO IMPORTANT DISCLOSURES ON THE LAST PAGE OF THIS REPORT PAGE 2
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Financial Markets

Graph 3
Stocks (Index, KBW)

Graph 4
Commodities (Dpb & DpMMBtu)
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Economic Trends

Graph 9
BBVA US Weekly Activity Index
(3 month % change)
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Graph 10

BBVA US Monthly Activity Index & Real Gross Domestic

Product
(4Q % change)
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Graph 11
BBVA US Surprise Inflation Index
(Index 2009=100)

Source: BBVA Research & BEA

Graph 12

BBVA US Surprise Activity Index & 10-yr Treasury (Index

2009=100 & %)
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Graph 13

BBVA US Leading Inflation Index & Core Inflation (Qoq

% change)

Source: Bloomberg & BBVA Research

Graph 14
BBVA US Recession Probability Model
(Recession episodes in shaded areas, %)
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Yield Curve and Interest Rates

Table1 Graph 15
Key Interest Rates, % Treasuries Yield Curve, %
Week 4-Weeks Year 5.0 -
Last ago ago ago 45 -
Prime Rate 325 325 325 325 4 0-
Credit Card (variable) B73 1B73 B.73 1344 |
35 Last
NewAuto (36-months) 380 382 381 6.35 3.0 4 — 3 Monthsago
Heloc Loan 30K 549 547 548 556 25 - =— YearAgo
30-year Fixed Mortgage* 455  4.60 471 479 2.0 -
Money Market 062 062 0.62 0.78 1.5 -
2-year CD 112 12 125 160 1.0
5-year CD 2R 2R 2.09 258 0.5 -
0.0 - T T T T
iM 3M 6M 2Y 5Y 10Y 30Y
* Freddie Mac National Mortgage Homeowner Commitment 30 Source: Bloomberg
Year US

Source: Bloomberg and BBVA Research

Quote of the Week

Federal Reserve Bank Governor Daniel K. Tarullo
“Regulating Systemically Important Financial Firms”
June 3,201

Washington, D.C.

“.the history of financial regulation over the last thirty years suggests that when certain
activities are restricted, firms will look for new areas in which to take more risk in the search for
return. Capital regulation is the supplest and most dynamic tool we have to keep pace with the
shifting sources of risk taken by financial firms”

Economic Calendar

7-Jun Consumer Credit $6.2B $5.6B $6.0B

9-Jun Initial Jobless Claims 420 419 422

9-Jun Trade Balance -$50.5B -$48.7B -$48.2B

10-Jun

Import Price Index (MoM) MAY -0.5%

-0.7% 2.2%

10-Jun Monthly Budget Statement MAY -$140.0B -$160.0B --

REFER TO IMPORTANT DISCLOSURES ON THE LAST PAGE OF THIS REPORT PAGE 5
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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) (@) 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.



