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Economic Analysis « Consumer credit is on the verge of positive YoY growth as expected, while outstanding residential loans will continue to underperform.
Commercial real estate’s long climb back towards positive YoY growth is still on track for mid-2012.

us « Small time and domestic large time deposits unexpectedly increased MoM in November, but large time deposits at foreign banks continue
to drag on deposit growth. As a result, total deposits grew only moderately at a 6.4% YoY rate.
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C&l loans at all commercial banks 1800 . 0.150 :
increased MoM by $6.4bn, down from 0125 . 1750
the previous month’s increase of 1700 [ :
$16.4bn. Overall C&l loans are growing 0.100
above what our models are suggesting 1600 0.075 1650
as an equilibrium level. Given morose '
economic conditions in the future we 1500 0050 1550
expect a slowdown in C&l lending. 1400 0.025
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by the Fed confirms our expectations _ B
for C&l loan growth in the near future. Source: BBVA Research Source: BBVA Research Source: BBVA Research
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For many months, the YoY growth rate . 2500 .
of CRE skipped along its trough and 0.100 010
now appears to be breaking out and ! 2400 | g
finally returning to positive YoY
growth in 2012H2. The level of 0080 2300 ‘ 0.06
outstanding CRE loans remained
largely unchanged for the past two .0.000 | 2200 ‘ 0.02
months. As such, the reason for the 2100
recovery in YoY rates is mostly due to
the fact that we have put enough -0.050 2000 | 002
distance between the present time and ___,,—/
the crisis, rather than measurable 0100 e S 1900 e D06 L e
increases in outstanding loans. CRE 011 2012 2013 2014 2011 2012 2013 2014 011 2012 2013 201

prices, however, have demonstrated _ B
some stabilizing trends. Source: BBVA Research Source: BBVA Research Source: BBVA Research
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Consumer Lending, $bn, break-adjusted
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Consumer Lending, YoY%, break-adj.
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Chart9
Domestic Large Time Deposits, YoY%

The question of “pent-up” housing
demand recently appeared in a
number of commentator’s views of the
housing market. From the banking
system perspective, the level of
delinquencies remains high. This
mountain of delinquency still holds up
improvements in loan standards. It also
detracts from demand in terms of
foreclosures’ effect on home prices. As
such, we continue to expect morbid
loan growth in residential lending over
the next several months despite
extremely low mortgage rates.
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Consumer Credit Foreign Large Time Deposits, YOY% Savings Deposits, YoY% Small Time Deposits, YoY%
Consumer credit has improved rapidly 06 0.25
in terms of YoY rates over the past year 010
and appears to be quickly converging 04 0.20
to what our model suggests as trend 015 000
growth of around 5% YoY. Recent 02 ' \/\* .
Federal Reserve minutes commentary 0.10
suggested FOMC members are 0.0 -0.10
dubious of recent gains in 0.05
consumption expenditures. At the very 02 020
least, we can expect consumer credit 000 G
to no longer feature as a drag on 04 L T —— Y 0,30 Lrrrrrrrrr BSOS

consumption in 2012. Key to any
outperformance will be the health of
the asset-backed securities market.
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Deposits Demand Deposits, YoY% Checking Deposits, YoY% Commercial Banking System, YoY%
This month we are starting six 06 030 25% 1 r 0%
experimental forecasts for loan
categories, disaggregated from the 05 025 20% 1 - 0%
previous three deposit categories. The 04 0.0 15% 1 \_ L 20%
significant trend of hemorrhaging large 0.3 0.15 10% 1 "\
time deposits at foreign-owned banks 02 0.10 - 30%
in the US will continue for several 04 005 5% 1 2 = a0%
months. One note of potential risk to i ! 0% AN . 7
the forecasts is an unanticipated pick- 00 0.00 /V’ -~ . 50%
up in small time deposits and domestic 01 005 5% ~—/ :g"a}éssets_t_
large time deposits relative to our 4,0 [ 10% 1 o ecuriies o -60%
chosen forecast. Demand deposits are o1 012 2013 01 W12 N1 204 5% Interbank Lending (). 70

growing at extremely high YoY rates,
but we expect a downturn.
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Table 1
Banking System Update
Consumer C&l CRE Residential Small Time / L?rge Transactions
Savings Time
Deviation -O03 02 o2 o2 o1 -0.6 5.0
2M Prev 21 77 73 22 o6 -n.9 32.6
™ Prev -0.8 88 -7.0 -1.6 2.0 133 337
Actual -O1 o5 6.2 1.4 .6 -14.0 282
Predicted oz o7 6.5 1.6 o5 134 332
Next Month o1 10.0 53 1.6 10.4 134 306
2M Forward 21 o8 -45 1.6 n=z -14.1 304
3M Forward 33 9.9 3.7 -0.7 111 -13.8 291
Source: BBVA Research
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Disclaimer

This document has been prepared by Banco Bilbao Vizcaya Argentaria's BBVA Research Department on its own account and is provided for information purposes only. The information, opinions, estimates and forecasts contained herein
refer to the specific date and are subject to changes without notice due to market fluctuations. The information, opinions, estimates and forecasts contained in this document have been gathered or obtained from public sources,
believed to be correct by the Company concerning their accuracy, completeness, and/or correctness. This document is not an offer to sell or a solicitation to acquire or dispose of an interest in securities.



