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Highlights

Fed unveils new program for stimulus, Operation Drop-Kick (Twist) begins

The recent FOMC statement acknowledged slow economic growth and significant downside
risks to the outlook. At the same time, inflation is expected to be at or below the Fed's implicit
inflation target. While equipment and software continues to expand, the housing sector remains
depressed. Given these trends, the Federal Reserve decided to lengthen the average maturity of
its balance sheet by selling $400bn of shorter-term Treasury holdings and purchasing same
amount of longer-term maturity holdings by June 2012, as expected. In addition, the Fed plans to
reinvest principal from maturing securities into agency mortgages instead of its previous policy of
reinvestment into Treasuries. As such, the size of the balance sheet will not change, but the
duration will be higher and the level of mortgage securities will no longer shrink. The Fed appears
to be applying a drop-kick to the housing market by lowering mortgage and other long-term
interest rates to encourage activity in residential investment and support personal consumption
and business investment by lowering long-term interest rates. The next move for the Fed will be
to follow the economic indicators in housing, employment, and inflation expectations to
determine if this drop-kick to the housing sector is working. If growth prospects start to really fall
apart the Fed would consider more action, most likely involving an expansion of the balance
sheet. At the very least, they will need to wait 6 months before additional action considering that
the new program is slated to last 9 months. However, if a significant external shock occurs (for
example, renewed European debt issues) then earlier action might be necessary.

Housing market recovery remains uncertain

Housing indicators came in mixed for August, with new starts down 5.0% and building permits up
32%. The conflicting reports suggest that construction may have been hurt by weather-related
factors (mostly Hurricane Irene), given that the increase in permit issuance indicates stronger
demand. Existing home sales also surprised to the upside, jumping 7.7%, while housing supply fell
to 85 months. Much of the sales increase was likely due to the abundance of distressed homes
that has made prices very attractive for buyers. Despite some positive breakthroughs in August, a
decline in the NAHB housing market index for September signals a less optimistic outlook as both
the current and future sales components fell. Upcoming data on new home sales for August
could indicate whether competition from foreclosed homes continues to impact builder activity.
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Week Ahead

S&P Case-Shiller HPI (July, Tuesday 9:00 ET)

Forecast: -4.3% Consensus: -4.55% Previous: -45%

Weak housing market conditions have dragged on the economic recovery, yet prices are
expected to improve slightly in July. The FHFA and CorelLogic home price indices both
increased for the month. Growing supply of foreclosed homes has caused prices to decline in
prior months, however it is likely that investors will take advantage of low mortgages rates and
affordable prices in order to see positive returns in the rental market. Thus, we expect investor
demand to contribute to an increase in the S&P Case-Shiller Index.

Durable Goods Orders (August, Wednesday 8:30 ET)

Forecast: -1.0% Consensus: -0.4% Previous: 4.0%

Durable goods orders have rebounded since the end of the recession to about half of the
historical peak, however we expect the figure to decline in August. Retail sales were flat for the
month and motor vehicle sales fell slightly. Furthermore, aircraft orders are likely to decrease
after a significant jump in July. Regional manufacturing reports have suggested that the sector
continues to face significant headwinds in addition to historically high inventories. Although we
expect new orders to decline in August, it is likely that the upward long-term trend will continue
through 2011,

Gross Domestic Product, Final (2Q11, Thursday 8:30 ET)
Forecast: 1.2% Consensus: 1.2% Previous: 1.0%

The final estimate for 2Q11 GDP is expected to be slightly higher than the preliminary figure.
Although not much new data for Q2 were released since the last report, business inventories
and durable goods orders were revised upward for June. Furthermore, the international trade
balance was revised up, from -$53.1bn to -$51.6bn, mostly due to a reduction in imports. As
economic activity has remained sluggish, we expect GDP to remain in line with our baseline
scenario for modest growth in 2011.

Personal Income and Outlays (August, Friday 8:30 ET)
Forecast: 01%, 0.1% Consensus: 0.1%, 0.2% Previous: 0.3%, 0.8%

Personal income and outlays are expected to grow in August but at a slower MoM pace. Weak
employment conditions continue to weigh on personal income, with the August report
indicating no job growth and a reduction in average earnings. Continued declines in consumer
confidence and flat retail sales for the month suggest conservative spending, particularly after
July’s surprising jump. Although higher food and energy prices may have contributed to
growth in nominal terms, we expect real growth to be minimal.

Market Impact

Increasing uncertainties regarding the future growth outlook have caused markets to become
very sensitive to worse-than-expected economic reports, and this week’s indicators are no
exception. Continued weakness in the manufacturing and housing sectors could cause some
anxiety. However, surprises to the upside could signal a much-needed boost in consumer
demand and activity. The final GDP estimate should have little impact on markets given that
much of the relevant data has already been released.
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Financial Markets
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Economic Trends

US. Weekly Watch
26 September 2011
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Graph 13
BBVA US Leading Inflation Index & Core Inflation (QoQ
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Yield Curve and Interest Rates

Table 1 Graph 15
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Quote of the Week

Christine Lagarde, IMF Managing Director
US Pressures Europe to Act with Force on Debt Crisis
23 September 2011

“The set of solutions and methods to address the situation is quite well known. The challenge is pushing
leaders into the direction where they have to take much-needed, more action than what has already
been done.”

Economic Calendar

26-Sep Chicago Fed National Activity Index AUG -0.10 -0.40 -0.06

26-Sep New Home Sales (MoM) AUG 2.35% -1.00% -0.70%

27-Sep Consumer Confidence SEPT 48.00 46.20 44.50

28-Sep Durable Goods Orders Ex Transportation AUG 0.10% 0.00% 0.80%

29-Sep Personal Consumption 2QF 0.40% 0.40% 0.40%

29-Sep Core PCE QoQ 2QF 2.20% 2.20% 2.20%

29-Sep Continuing Claims 17-Sep 3725K 3728K 3727K

29-Sep Pending Home Sales (MoM) AUG 0.10% -1.70% -1.30%

30-Sep Personal Spending AUG 0.10% 0.20% 0.80%

30-Sep PCE Core (YoY) AUG 1.70% 1.70% 1.60%

30-Sep U. of Michigan Consumer Sentiment SEPT 58.00 57.80 57.80
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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.



