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Risk of deadline extension if no debt deal by August 2™

The US. debt ceiling standoff has brought increasing concerns and uncertainty to global markets.
The Boehner proposal will reach the House floor on Friday but it appears to be lacking sufficient
Republican support and even if passed, it will likely be dead on arrival in the Senate. The main
question is why those involved in the debate are not acting with a sense of urgency. Recently, the
Treasury announced that they would be able to prioritize bond repayments, essentially allowing
for an additional two weeks for debate. If this is the case, the additional time may be enough for
the US. to avoid a default, reach an agreement on government deficit reduction, and raise the
debt ceiling. However, we believe market expectations are rooted around an August 2™ hard
deadline, and thus will react negatively if there is no deal before then. In the event of a lack of
borrowing authority, President Obama all but explicitly stated that debt service will be the top
priority and will receive primacy over federal disbursements including social security and veterans
benefits. Although ratings agencies have backed off prior threats, the probability of a downgrade
will increase each day a compromise is not reached. If the August 2nd deadline is extended,
negotiations over spending cuts and tax increases may be put on hold in order to ensure that the
debt ceiling is increased in a timely manner.

Real GDP growth sluggish in 2Q11, lower-than-expected revisions for 1Q11
Advance GDP data for 2Q11 was sluggish, coming in at 13% for 2Q11 (@annualized) on a seasonally
adjusted basis. Significant reductions to inventories and net exports estimates led to the
downward revision to 0.4% (QoQ annualized) in 1Q11. Negative contributions to real GDP growth
stemmed from state and local government spending, which offset positive contributions from
Federal government expenditures. PCE contributed the least to GDP growth in two years and
slowed to 0.1%. QoQ. This is consistent with weak labor markets, high energy prices, and reduced
consumer confidence. Net exports, nonresidential fixed investment, private inventory investment,
and federal government spending all contributed positively to 2Q11 GDP. However, we maintain
our view for slow growth in 2011 with some acceleration in 2012.
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Week Ahead

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

Forecast: 54.0 Consensus: 55.0 Previous: 55.3

Preliminary data for the month of July suggests that the ISM index will decline MoM but imply
general economic growth. Moderating price pressures should partially offset the downside risk
to manufacturer’'s demand expectations. Furthermore, regional Federal Reserve manufacturing
reports suggest stagnant or possibly decelerating sector growth but do not signal depressed
activity. In addition, persistently high jobless claims are an indication that manufacturing
employment expectations are unlikely to improve MoM for July. Production will likely slow in
reaction to declines in June new orders.

Construction Spending (June, Monday 10:00 ET)
Forecast: -0.2% Consensus: 0.0% Previous: -0.6%

Oversupply of commercial buildings, residential homes, and office units suggests that
construction spending will continue its no-growth holding pattern but decline slightly MoM.
Tighter public lending, in reaction to imminent federal fiscal cuts, will likely continue the public
construction descent. In addition, stagnant sector employment growth implies that forward-
looking expectations are constant and are below levels necessary to induce construction.
Although multi-family residential construction has strengthened in recent months, it comprises
only a small portion of the market and thus will do little to offset the negative market forces.

Personal Income and Outlays (June, Tuesday 8:30 ET)
Forecast: 0.1%, 0.2% Consensus: 0.2%, 0.2% Previous: 0.3%, 0.0%

Personal income and spending are expected to grow in June, although weak labor market
conditions likely contributed to slower MoM income growth. Downward trends in employee
compensation and consumer confidence have increased uncertainty regarding future income.
However, lower gas prices in June most likely led to higher disposable income, encouraging
less conservative spending for the month. Thus, we expect that reduced prices offset the
discouraging employment situation and helped to stimulate consumer activity.

Nonfarm Payrolls, Unemployment Rate (July, Friday 8:30 ET)
Forecast: 70K, 9.2% Consensus: 90K, 9.2% Previous: 18K, 9.2%

Nonfarm payrolls are expected to improve in July after last month's disappointing employment
report, though the outlook is conservative. Moderate employment creation is expected to
continue in the services, manufacturing, and construction sectors, and a decreasing trend in
jobless claims may indicate stronger labor market growth. However, sustained government
spending cuts are likely to weigh down overall nonfarm payrolls in July. The general consensus
is that the employment situation is still weak, and we see no indication that the unemployment
rate will change.

Market Impact

With the debt ceiling deadline only days away, concerns of a default are high. Markets are
impatiently awaiting action by Tuesday, hoping that an agreement will reduce some
uncertainties in the economy. In addition, a positive employment report could ease some
worries following lower-than-expected GDP figures.
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Financial Markets

Graph 3
Stocks (Index, KBW)

Graph 4
Commodities (Dpb & DpMMBtu)
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Graph 10
Graph 9 BBVA US Monthly Activity Index & Real Gross Domestic
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Graph
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
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Quote of the Week

President Barack Obama
Obama Urges Action as Debt Stalemate Continues.
29 July 201

"The time for putting party first is over. The time for compromise on behalf of the American people is
now. And I'm confident that we can solve this problem.”

Economic Calendar

1-Aug Construction Spending MoM JUN -0.2% 0.0% -0.6%

2-Aug Annual Revisions: Personal Income and Spending

2-Aug Personal Spending JUN 0.2% 0.2% 0.0%

2-Aug PCE Core (YoY) JUN 1.4% 1.4% 1.2%

2-Aug Domestic Vehicle Sales JuL 9.20M 9.30M 8.95M

3-Aug ISM Non-Manf. Composite JuL 53.70 53.70 53.30

4-Aug Initial Jobless Claims 30-Jul 405K 405K 398K

5-Aug Change in Nonfarm Payrolls JuL 70K 90K 18K

5-Aug Unemployment Rate JuL 9.2% 9.2% 9.2%
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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.



