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Liquid Easing in Oil Markets

In a puzzling move on Thursday, the International Energy Agency (IEA) announced, for only the
third time in its 35-year history, it would release 60Mb of oil onto the world market. The drawdown
of reserves will include 30Mb of domestic crude that will be taken from the Strategic Petroleum
Reserve (SPR). As reported by the IEA, the drawdown is intended to supplement supply
disruptions stemming from the ongoing civil war in Libya. Moreover, Saudi Arabia announced
earlier that it would go against the guidance of OPEC members and boost crude production by
14Mbpd. However, an increase of 60Mb of oil would fail to satisfy the daily global demand of
~85Mbpd. Brent oil prices declined $7pb from last week, but the slowdown in the U.S. and global
economies have pushed prices down since April. We expect oil prices to gradually drop to $100 at
the end of 201L

Durable goods orders jumped 1.9% in May

The May advanced durable goods orders release indicated that durable goods orders were up
19% MoM, a rebound from a significant decline in April of 27% MoM. Excluding transportation,
which is highly volatile, last month's durable goods orders were down 0.4% MoM. In contrast, the
advance May report posits a 0.6% MoM increase. Much of the decline in last month's report was
influenced by supply chain disruptions and their affect on auto manufacturer's new orders. After a
5.3% MoM decline in April, new orders of motor vehicles and parts bounced back, increasing 0.6%
MoM. Continued auto sector growth will positively impact durable goods orders in 2HIL The
Bureau of Economic Analysis also released its third estimate for 1Q1l real GDP. The report revised
the previous two estimates of 1.8% seasonally-adjusted first quarter annualized growth to 19%. The
main reasons for the upward revision to 1Q1! real GDP growth are a downward revision to imports
and an upward revision to inventory investment, which were partially offset by downward
revisions to exports, nonresidential fixed investment, and state and local government spending. In
general, durable goods orders and final 1Q1l GDP estimates were better than market expectations
and, therefore, they were welcome by the financial markets. However, recent macroeconomic
indicators continue to indicate weakness in economic activity in 2Q1L
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Week Ahead

Personal Income and Spending (May, Monday 8:30 ET)
Forecast: 0.4%, 0.2% Consensus: 0.4%, 0.1% Previous: 0.4%, 0.4%

Preliminary estimates for April indicate personal income, disposable personal income (DPI), and
personal consumption expenditures increased 0.4%, 0.3%, and 0.4% MoM, respectively. In real
terms, DPI was unchanged while personal consumption expenditures (PCE) increased only 0.1%
MoM. The revised March estimates were comparable to the preliminary April release, but with
no real DPI growth and only slight real MoM personal consumption growth. We expect both
DPI and PCE to maintain their current low growth trajectory and also stable price growth in
next month’s release.

Case-Shiller HPI (April, Tuesday 10:00 ET)
Forecast: -3.9% Consensus: -4.0% Previous: -3.6%

The bifurcated housing market pulled nearly all of the twenty reporting Metropolitan Statistical
Areas price indices below the 4Q!0 levels. Foreclosed properties continue to drag down prices
and absent the housing tax credit of 2009 and 2010, demand continues to weaken. Although
we expect a small MoM increase in home prices in April, we expect the S&P Case Shiller home
price index to decline 3.9% YoY in April.

ISM Manufacturing Index (June, Friday 10:00 ET)
Forecast: 525 Consensus:; 51.8 Previous: 53.5

The ISM Manufacturing index shows expansion in manufacturing activity for the twenty-second
consecutive month, with 14 out of 18 manufacturing sectors reporting growth in May. The
diffusion survey registered 535 which is above the 50 point benchmark indicator of
manufacturing growth. However, new orders dropped 17.3% MoM to 510, sliding below the 521
threshold (consistent with an increase in the Census Bureau's series on manufacturing orders),
indicating a possible slowdown. Alternatively, prices were down 9pp MoM. Overall,
respondents indicated that activity remains strong, but some respondents noted the possibility
of a softening in 2H1L

Construction Spending (May, Friday 10:00 ET)
Forecast: 0.0% Consensus: 0.1% Previous: 0.4%

In April, construction spending was $765bn on an annualized seasonally-adjusted basis. While it
is up by 0.4% MoM from the revised March estimate, YoY annualized growth is 8.4% below the
2010 April figure. Private construction accounted for 631% of the total construction spending
with $232bn coming from residential construction. Due to weak housing starts, frozen
commercial real estate lending, and sharp declines in public spending, we expect no change in
construction spending in May.

Market Impact

Consistently weak housing indicators continue to erode market confidence. While housing
starts are down, some positive indicators from the housing market imply that declines could be
decelerating. Positive MoM manufacturing growth and increasing housing prices could
brighten market expectations. However, a significant decline in construction spending could
temper future outlooks and impede any positive momentum.
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Financial Markets
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Economic Trends

Graph 9
BBVA US Weekly Activity Index
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Graph 10
BBVA US Monthly Activity Index & Real Gross Domestic
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Graph 11
BBVA US Surprise Inflation Index
(Index 2009=100)
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Graph 12
BBVA US Surprise Activity Index & 10-yr Treasury (Index
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Graph 13
BBVA US Leading Inflation Index & Core Inflation (Qoq
% change)
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Graph 14
BBVA US Recession Probability Model
(Recession episodes in shaded areas,%)
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Yield Curve and Interest Rates
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Quote of the Week

Chairman of the ESRB Jean-Claude Trichet
ESRB General Board Meeting
22 June 201 Frankfurt, Germany

“A key objective for macro-prudential policy at this juncture is to contribute to ensuring that the EU
financial system - in all its components including banks, insurance companies, occupational pensions,
securities markets and infrastructure - can continue to recover towards a self-sustaining position

countercyclical buffers that could be imposed, but would also limit the number of instruments at the
ESRB’s disposal”

Economic Calendar

27-Jun  Personal Income MAY 0.4% 0.4%

27-Jun  PCE Deflator (YoY) MAY 2.5% 2.5%

27-Jun  PCE Core (YoY) MAY 1.1% 1.1%

28-Jun  Consumer Confidence JUN 60.8 61.0 60.8

30-Jun Initial Jobless Claims 24-Jun 427K 420K 429K

30-Jun  Chicago Purchasing Manager JUN 54.7 54.0 56.6

1-Jul Construction Spending MoM 0.0% 0.1% 0.4%

1-Jul ISM Prices Paid 72.0 70.5 76.5

1-Jul Total Vehicle Sales JUN 9.7M 9.4M 9.2M
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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.



