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Eurozone: Growth prospects worsen in
Q2

Bottom line: Incoming data for the Eurozone in Q2 suggests negative growth at -0.2% qg/q,
with downside risks, after a stagnated economy in Q1. Confidence started the Q2-2012 with
strong falls, but was less negative at the end of the quarter, while industrial production
recovered somewhat in May after bad figures in April. Across countries, Germany seems to
have also entered negative figures in Q2. The ECB lowered further its base rate to 0.75%,
while financial conditions remain tense, as the market rallies associated to the election
results in Greece and to the agreement of the EZ summit at end June were short-lived.

The improvement in confidence during Q1 was followed by a sharp and
broad-based deterioration in Q2, somewhat mitigated in June

After the rebound in confidence observed during Q1 (+1.7p), more pessimism returned to
Eurozone throughout Q2 (-4.6p), as evidenced by the Economic Sentiment Indicator (ESD) from
the European Commission. There is a significant deterioration in all sub-indices, with consumer
sentiment the sector less hit by the downturn. In May alone, the index fell by 2.4p to 905, while
in June the drop was milder (-0.6p), with services suffering the most, followed by industry. By
country, France (-15) and Germany (-1.4) reported the strongest drops in June, while UK (+19),
Spain (+1.0) and Italy (+0.9) saw a rebound. At the same time, the business climate, as tracked by
the BCl index, was also down in June, for a fourth month in a row, losing 0.15 points to -0.94,
driven by increased pessimism in all components.

The PMI surveys in Q2 contributed further to the negative atmosphere, with the Eurozone
Composite index remaining in contractionary territory for the fifth month in a row in June,
though improving from 46.0p in May to 46.4p. By country, the composite index in Germany fell
deeper below the no-change level of 50 (down by 12p), while in France it gained 2.7p, though
remaining in contraction territory. In Italy it registered a slight drop (-0.2p).

The industrial sector entered Q2 on a bad footing, but a positive reversion
followed in May

The industrial sector made a bad start in Q2 taking the slump for a third month in 2012, with
production falling by a revised -11% m/m in April and the only upward pressures coming from
increased energy production, which however was not enough to offset the fall of the rest
components, especially capital goods. Nevertheless, in May industrial production reversed its
negative trend, with an increase of 0.6% m/m coming from all sub-indices but energy. The latest
trend observed in moving averages till May in Germany showed meagre but positive growth in
production (+0.2%), less resilience in France (-0.6%) and a flat rate in Italy. Some positive news
are coming from new orders, which increased for two months in a row in March-April (+2% and
+0.4% m/m respectively). Looking further ahead, the prospects for the remaining of Q2 do not
look very encouraging, as both PMI and ESI surveys posted a pessimistic result for
manufacturing. The ESI index for industry flinched by -37p in May-June, reflecting a strong
deterioration in the assessment of order books and production (past and future), while the PMI
manufacturing index fell to 451p, nearly a three-year low, with a deepened downturn during
May, as evidenced in steep drops in both output and new orders. Ireland was the only country
still in expansionary territory and Germany, ltaly and Spain fell, narrowing the divergence
between core and non-core countries.

Neither the services sector managed to show resilience, with both ESI and PMI surveys pointing
to a sharp deterioration. In particular, ESI services confidence decreased by 50p during the last
two months (May and June), stemming from a marked deterioration in the assessment of past
business, demand and expectations, though the services PMI improved slightly to 471 in June,
nevertheless signalling a downturn of similar size with May (at 46.7). On a country level, German
PMI services stagnated, while in the rest of the countries the indices improved.
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Consumer confidence has stabilized in negative numbers, while
unemployment reached record high

Sentiment among consumers deteriorated at the beginning of Q2, and then remained stable in
negative territory in May and June (+O6p in May, -O5p in June), driven by increased
unemployment fears and less optimism about the future economic situation. On average, in Q2
confidence was somewhat lower compared to the end of Q1 (by 0.6p). The confidence index for
retail trade partly recovered in June (+32p) from the sharp drop in May (- 7.0p) on a more positive
assessment of current and future business situation, but it was still by 2.7p lower on average in Q2
than at end-Ql. In the real economy, retail sales started Q2 in red, after rebounding during end-Q],
with activity in the sector falling by 1.0% in April and recovering 0.6% in May.

The labour market stagnation continues. The unemployment rate reached a record high of 111% in
May, after the unchanged 11.0% in April. While in most of the countries the rate remained broadly
stable (with France up by O.lpp and Italy down by O.lpp), Greece and Spain saw for yet another
month their rates increasing, by O.3pp and O5pp respectively. In addition, employment plans were
revised downwards in all business sectors, with the largest drops in services and manufacturing.

Eurozone continues posting trade surpluses

Latest data indicates that external trade activity has been improving, with consecutive surpluses
registered. According to data for May, exports were stronger and imports were weaker (+0.3% and
-09% m/m respectively). What is more, the recent trend of trade surpluses continues, with trade
balance reaching €6.9bn in May, after €3.7bn the previous month. In Germany, latest data for May
shows that both exports and imports increased strongly, in ltaly the rise in exports was more
pronounced that for imports in May, while France saw its deficit slightly narrowing. Furthermore,
on a three-month moving average basis, France exports and imports are trending upwards, with
imports following closely the performance of exports and in Germany exports are moving slightly
up and imports slightly down.

Out MICA model predicts a GDP fall of -0.2% in Q2, slightly below our mid-May
projection

Eurostat confirmed that the Eurozone economy stagnated in Ql, on the back of further external
support. The strong growth in Germany (+05% g/g) and the milder contraction in several
periphery countries were accountable for this better than expected result. By component, private
consumption remained stable, after experiencing a drop of -05% g/qg in Q4, while investment fell
more than in Q4 (-14% vs -0.4% respectively). On the external front, exports were by 1% stronger
(after -0.7%), while imports only registered a 0.1% growth (@after -1.7%), with a positive net external
contribution of 0.4%.

Our shortterm GDP forecast model (MICA-BBVA) suggests that Eurozone economy will contract
by -0.2% g/q, but with risks being titled to the downside (-0.3% g/qp). This implies a slight downward
revision compared to our latest Outlook in May (-01% g/qg). For the whole year we expect a
contraction in Eurozone GDP of -0.2%.

Inflation decelerates, after being stable during Qf

Inflation remained unchanged in June, for the second month in a row at 2.4% y/y, after remaining
broadly stable at 2.7% y/y during each month of the first quarter. Our expectation was for a
slowdown driven by both energy and core inflation. The lowest rate for June was observed in
Greece (1.0%).

Energy inflation slowed further, even somewhat more than anticipated, but this was completely
offset by the acceleration observed in fresh food inflation, which surprised on the upside. We
continue to expect a slower moderation of prices in coming months, with inflation remaining
above the ECB target over the next quarter and reverting to around 2% by the end of the year.
Core inflation is likely to ease slightly to remain hovering around 1.7% y/y during the second half of
the year. Risks to this scenario remain balanced.

REFER TO IMPORTANT DISCLOSURES ON PAGE 10 OF THIS REPORT Page 2
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ECB sets record-low rate of O.75%, as
recession spreads to the core of Europe

Eased monetary policy by the ECB, as downside risks materialize...

As expected, the ECB cut the key policy rate by 0.25%, bringing it to a record low of 0.75%, while
leaving unrevised the interest rate corridor (at +/-75bp), therefore leaving the deposit rate at 0%.
The decision was unanimous and a result of the materialization of downside risks to the outlook.
With respect to non-standard measures, the ECB did not announce any extra measures, although
Mr Draghi said that the collateral framework will have to be revised. In this context, he wanted to
emphasize that the ECB will keep all liguidity lines open to solvent banks.

..but we do not expect more rate cuts in the near future

In the Q&A session, Draghi added that the ECB sees growth weakening in the whole euro area.
However, he emphasized that its “baseline scenario has not changed” and they still see a gradual
and slow recovery near the year-end’. In this context, Mr Draghi did not hint any additional cut in
the shortterm. We do not see further immediate actions in both standard and non-standard
measures, beyond some fine tuning in collateral rules. However, new actions cannot be discarded
if the financial crisis escalates again in coming months.

Developments in the periphery

Greece: Towards renegotiation of the adjustment program

The Greek economy contracted for yet another quarter in Q1-2012 and scenarios about a Greek
euro exit after the inconclusive results of May 6 elections increased. However, the formation of the
three-party coalition government (consisting of New Democracy, PASOK and DEMAR), following
June 17 elections, paved the way for the continuation of the program with the troika.

The new government obtained a confidence vote at the beginning of July for its policy program.
Its nine points plan focuses on privatizations and attraction of investments, although the fiscal
measures to be implemented in 2013 have still to be determined. In the shortterm, the
government will attempt to re-negotiate some of the terms of the bailout, starting with an
extension of the program by two years, which would reguire further funds from the troika.

On fiscal developments, budget execution for H1 can be assessed positively, with a deficit of
€2.3bn, undershooting the target by €2.6bn. This improvement reflects a larger than expected
decrease of expenditures (at €35.7bn almost 4bn below the target), while revenue targets were
once again missed (€21.8bn against target of €22.8bn), mainly due to the extension for tax
declarations and to lower transaction tax collection.

Italy: fiscal targets revisited, followed by new austerity measures

Amid stronger contraction of economic activity, as reflected in the negative growth rate of GDP in
Q12012 (-0.8% a/q), Italy postponed its deficit targets by one year due to lower than expected
growth projections, although the target for 2013 is still very low (-0.3% of GDP against 0% under
previous projections). After the latest EU Summit, the government moved on with new spending
cuts of €26bn until end 2014, with €45bn for 2012, €105bn in 2013 and €11bn in 2014. This year’s
spending measures aim at avoiding the increase of VAT by 2%, which has been postponed until
mid-2013. Among other measures, public sector staff and managers will be reduced by 10% and
20% respectively, provincial governments by half, soldiers by 10% and spending on healthcare will
be further slashed.

On budget execution, data up to June showed that state government’s deficit improved
significantly by attaining only 29.1bn, compared to 439bn in the same period of 2011. However,
general government deficit in Q1-2012, widened to 8% of GDP (7% in 2011), reflecting a fall of 1% y/y
in revenues and a 13% y/y rise in expenditures, with debt service rising to 16% y/y, due to rising
vields on public debt. These contradictory pieces of information make any prediction difficult, but
together with the new measures they suggest that the deficit target for this year of 1.7% of GDP
should not be missed by a large amount.

REFER TO IMPORTANT DISCLOSURES ON PAGE 10 OF THIS REPORT Page 3
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Ireland: The troika completes its seventh visit, giving a positive evaluation

During the first half of July troika visited Ireland to complete its 7" review on the adjustment
program, finding its implementation to be on track, while some macroeconomic challenges
remain present. The disbursement of €2.6bn will be followed by the next review in October.

According to the assessment, growth prospects for 2012-2013 are subdued, as export demand is
weakening. Unemployment remains high and the troika is considering plans to use resources of
the European Investment Bank for several sectors, including education, healthcare and transport.

Markets’ reaction has turned positive recently, especially after the EU summit that open the
possibility of direct recapitalization of Irish banks by the ESM. Indeed, the Irish treasury issued bills
this month for the first time since the intervention of the Irish economy.

On the fiscal front, deficit targets have been met during the first half of 2012, with revenues rising
faster than expected. In particular, according to budget execution data, overall revenues up to
June beat the target by 3.1%, while the slippages in expenditure amounted to €0.2bn and could be
adjusted by the end of the year.

Portugal: Fourth review of troika once again applauds Portugal’s efforts

The mission of the troika completed its fourth review at the beginning of June, giving a positive
assessment, and highlighting their continued confidence on the feasibility of fiscal targets.
Unemployment, which international creditors see peaking at 16% in 2013, is considered a major
challenge, but is seen as a by-product of the transition to a more export-oriented economy (and as
a result of rigidities in the labour market). The next review is scheduled for September.

The deficit at the central government including Social Security from January to May is estimated
at €1.2mn, compared to a figure of about €300mn in the same period last year. Although it is still
premature to draw conclusions, budget execution so far shows that the budget is falling behind
targets, especially on indirect taxes, which fell by 5.7% compared to 2011. On the spending side, the
good performance in current spending (i.e. reduction in public consumption, purchase of goods
and services) is overshadowed by the increase in the interest rates bill and capital expenditure.

In the meantime, the government now estimates the GDP growth at 0.2% in 2013, well below the
0.6% it estimated in April, while it revised upwards its forecast on unemployment, now foreseeing
a peak at 16% in 2013 (peak at 14.5% in 2012 previously).

Spain: The EFSF will release 30bn for the banking system by the end of July,
while new fiscal measures have been announced

Following last EU Summit, the Eurogroup agreed on the draft of the MoU underlying the financial
assistance for the recapitalization of the Spanish financial institutions, which is expected to be
signed on July 20. The financial aid will be provided via the EFSF until the ESM becomes available
without seniority status. A first tranche amounting to €30bn will be available by the end of July to
have it ready in case of emergency. The conditionality would be very strict for those banks
receiving public capital, particularly regarding holders of non-senior debt and segregation of
impaired assets. Meanwhile horizontal conditionality would be mainly concerned with solvency
and the supervisory and provisioning system, and a closely monitoring of liquidity conditions of
the system.

Additionally, the Eurogroup gave an extra-year to Spain to bringing its deficit below the 3% of GDP
level, with headline deficit targets of 63% of GDP for 2012, 45% of GDP for 2013 and 2.8% of GDP
for 2014. On July 17, the Spanish government announced measures amounting to €65bn through
2014, that significantly increase the likelihood of meeting the new public deficit target at the end of
2012 (6.3% of GDP). Measures include a hike in the top VAT rate from 18% to 21% (and the medium
rate from 8% to 10%, while moving some products from lower rates to higher ones); suppressing
the Christmas payment for civil servants in 2012, and reorganizing and reducing local
administration to save costs.

REFER TO IMPORTANT DISCLOSURES ON PAGE 10 OF THIS REPORT Page 4
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EU summit 28/29 June: Positive
surprises, but no game changer

The EU summit provided some positive surprises in measures to reduce stress in financial
markets in the short term. EU leaders decided to allow the ESM to directly recapitalize banks once
common supervision is implemented (in about six months), while the ESM senior status is
dropped for banking aid to Spain. The EFSF/ESM will be available for intervention in bond markets
with no additional macro conditionality to the one already defined under normal EU
recommendations, although countries requesting for this aid will have to sign a MoU. Still, the
available funds by the EFSF or ESM may be short for large and decisive interventions. In addition,
a growth package of €120bn was approved, as expected, and although not insignificant (1% of
GDP), this aid is not completely new and will not be enough to support growth in the eurozone
periphery.

There was not much on the fiscal and banking union, apart from rapid moves to common
supervision under ECB, which are positive. President Van Rompuy will present a further report in
October. In a sense, it was positive that the summit focused mostly on short-term measures rather
than only on the long-term institutional framework, as had been widely expected before the
summer.

Overall, despite significant positive news, the new measures do not constitute a game changer, as
witnessed by market reaction, which also reacted to implementation risks to the various measures
proposed. Nonetheless, the summit was an important step in the right direction larger than
expected.

REFER TO IMPORTANT DISCLOSURES ON PAGE 10 OF THIS REPORT Page 5
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Tables and graphs: Economic indicators

Table 1
Main indicators for Eurozone countries
EuroArea Germany France Italy Spain UK Portugal Greece Ireland
National Accounts
Mar-12
al/q 0.00 051 0.03 -0.82 -032 -032 -0.07 762 -110
GDP yly 0.00 118 029 142 -041 -018 224 653 120
2011
y 161 300 170 043 071 0.65 165 691 0.70
Mar-12
Industrial m/m 055 155 206 084 093 101 408 029 137
Production alg -0.89 117 116 177 218 -003 248 -064 255
Apr-12 *)
Industrial new  m/m 117 060 299 -354 392 -050 114 260 -4.03
orders al/q 0.00 0.68 198 114 346 =151 042 -280 374
Jun-12
ESI Level 8990 10050 9180 79.70 8910 9290 7790 7410 na.
Change -060 140 150 090 100 190 090 -190 na.
Jun-12
PMI Level 4507 4504 4520 4461 4510 4858 na. 4097 4826
Manufacturing  Change 0.00 -015 053 -021 141 270 na. -1.06 034
Jun-12
PMI Services Level 4713 4991 4793 4315 4610 5130 na. na. 4825
Change 046 185 284 037 403 201 na. na. -018
Consumption
Jun-12
EC Consumer  Level 1980 040 -16.00 -3860 -3320 -21.80 5210 -7580 na.
Confidence Change -050 270 420 230 -4.60 260 050 290 na.
May-12 (**)
Retail Sales m/m 058 -030 123 -080 118 126 294 186 166
a/q -095 0.73 112 -1.02 215 0.08 225 189 034
Labor Market
May-12 (***)
Unemployment Level 1110 560 1010 1010 2460 810 15.20 2190 14.60
rate Change 010 0.00 010 -010 030 0.00 0.00 050 0.00
Mar-12
Labour costs TLC g/g 028 na. -0.09 036 018 238 067 na. na.
ULCa/g 037 094 026 043 138 145 -181 na. na.
Prices
May-12
HICP m/m -010 -020 -010 0.00 -020 na. -030 -030 0.00
vy 240 220 230 350 190 280 270 0.90 190

Notes: (*) for Germany data is for May,
(**) for Greece and ltaly data is for April,
(***) for UK and Greece data is for March
Note: Blue colour: improvement. grey: deterioration. white: neutral
Note: quarterly figures are averages
Source: Eurostat, European Commission and BBVA Research

REFER TO IMPORTANT DISCLOSURES ON PAGE 10 OF THIS REPORT
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Tabla 2

Eurozone countries : comments on main indicators

Country

Comments

Country

Comments

Eurozone

Germany

France

Italy

Spain

Ireland

Greece

After contracting in Q4, economic growth remained flat in Q1-2012. In recent months, industrial production fell, with a rebound observed in
May (+0.6%), while new orders were positive only in March (+2%) during 2012. Soft data points to a clear deterioration in confidence. ESI
confidence deteriorated for a third month in a row in June (-:0.6p), while PMI indices remained all in contraction, though services index
improved by 19p.

Private consumption is volatile, as retail sales data indicates, and after an overall improvement during Q1, they fell by 0.2% on a 3mma basis to
May. Inflationary pressures have eased (14% in May-June), but unemployment rose to 11% in March-April and to the record high of 111% in June.

EC forecast (May 2012)12012: -0.3%,2013:1.0%

Economy contracted less than expected in Q4-2011 and rebounded with a GDP growth of 05% g/q in Q1-2012. Industrial production is
following a positive trend during the first five months of the year, with the exception of April (-2.0%), but PMI indices are both in contraction in
June, with manufacturing below and further down from 50 during March-June and services entering contraction only in June. Confidence is
trending downwards since March: economic sentiment reached the long-term average in June and consumer sentiment deteriorated in April
and June (by -1.7p each month), with an improvement of 2.7p in May. Retail sales are also falling, but at low rates. Unemployment is low and
remains flat since November 2011 (at 5.6%). Inflation reached the target rate, with HICP at 2.0% y/y in June ( CPI at 1.7%).

EC forecast (May 2012)12012: 0.7%, 2013:1.7%

It avoided contraction and stagnated both in Q4-2011 and Q1-2012. The industrial sector is deteriorating, with industrial production falling by
0.6% in Q1 (latest data in May: -2.1%, while new orders improved by little less than 1% (and a 3% growth in April). Confidence is deteriorating in
all sectors during Q2, except for consumer sentiment, where it gained 3.6p in the last three months to June. PMI in Services was in contraction
during each month of Q2, but it improved significantly in June (+2.8p). PMI manufacturing gained significantly in February reaching the
stability level of 50, but it fell back in contractionary territory in March and in June it improved slightly (+05p). Unemployment rate was at 10%
for four months, before increasing by O.1pp in May. On the external front, both imports and exports have been growing, except for March, with
imports falling much stronger than exports.

EC forecast (May 2012)12012: 0.5% , 2013:1.3%

Economic activity continued in recession, as the economy contracted for a third quarter in Q1-2012 (-0.8% g/q). Industrial production improved
in May, but during the last three months it lost -0.1%, while new orders, with the exception of a strong rebound in March, have been trending
downwards through 2012 so far. ESI confidence data suggests that sentiment improved in June, after two months of deterioraion. Both PMIs
remain in contraction, but services improved and manufacturing fell in June (+0.4p and -0.2p respectively).

Retail sales improved in May (1.2% m/m). after falling for three consecutive months. Unemployment slightly dropped in May to reach the level
of March (at 10.1%) and inflationary pressures eased (HICP 35% in May, CPI at 33% in June). Exports and imports of goods are both improving
except for April, with exports in general growing more than imports.

EC forecast (May 2012)[2012: -1.4% , 2013: 0.4%

GDP contracted for two consecutive quarters, by 0.3% g/q each. Industrial production was trending downwards during 2012 so far, with only
May figure showing a growth, of +0.9% and new orders lost 15% the last three months (3mma).

PMI manufacturing and services remain in negative territory, but the services sector in June gained some points (+15p to 434). On
consumption, retail sales, rebounded in May, gaining 12% m/m, in line with improving consumer confidence, but unemployment is at
extremely high levels (24.6%, the highest rate in Eurozone and +O.3pp in just a month). ESI general indicator rebounded after having fallen for
four months. Inflation has slowed to 19% y/y in May-June. Externally, exports are stronger than imports and they both fell only in April.

EC forecast (May 2012)|12012: -1.8%, 2013: -0.3%

Ireland remains the best performer compared to the rest periphery. After meagre growth in Q4, GDP fell by 11% in Q1-2012 (mainly due to one-
offs). Industrial production has been trending upwards since March, after a sharp fall in February (-:3.0% m/m), but new orders have been
deteriorating, except for March. In April alone, they fell by 4%. Retail sales improved in May (+1.7% m/m) after a milder fall in April.
Unemployment is high (at 14.6%), but remained stable after easing in April. There are no concerns about inflation, which stands below the
target, though at levels higher than those observed in the beginning of 2012. On the external side, exports and imports follow a zigzag pattern,
with imports falling, but also rising stronger.

EC forecast (May 2012)|12012: 0.5%, 2013:1.9%

Economy is in deep recession since 2008 and most probably will stay there for at least 2 more years. There is a declining trend most
indicators, but industrial production slightly rebounded in April and May, while new orders fell stronger, by 26% in April. PMIs remained in
contraction during 2012 so far, with only some improvement in services during June.

ESI confidence is declining, but consumer confidence has been steadily improving. Unemployment is nevertheless growing exponentially,
reaching 22.5% in April and will remain a concern in the future. Inflation is falling (HICP 1% in May), due to decreasing activity and strong
austerity that restrains domestic demand. Finally, the external sector is improving, as exports are growing faster than imports.

EC forecast (May 2012)|12012: -4.7%, 2013: 0.0%

Source: BBVA Research
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PMls: Remain in contractionary territory, for fifth
month, but some improvement in June

Chart1 Chart2
Countries: Markit PMI Manufacturing Index Countries: Markit PMI Services Index
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Downward trend in industrial activity halted in May,
while external balances improved further

Chart 4
Chart 3 Eurozone: Industrial
Eurozone: Industrial sector (%y/y) new orders and production(%y/y)
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Chart5
MICA and GDP observed (% q/q)
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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 (i) redistributed or (i) 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”), (i) 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.



	The improvement in confidence during Q1 was followed by a sharp and broad-based deterioration in Q2, somewhat mitigated in June
	The industrial sector entered Q2 on a bad footing, but a positive reversion followed in May
	Consumer confidence has stabilized in negative numbers, while unemployment reached record high
	Eurozone continues posting trade surpluses
	Out MICA model predicts a GDP fall of -0.2% in Q2, slightly below our mid-May projection
	Inflation decelerates, after being stable during Q1
	Eased monetary policy by the ECB, as downside risks materialize…
	…but we do not expect more rate cuts in the near future
	Developments in the periphery
	Greece: Towards renegotiation of the adjustment program
	Ireland: The troika completes its seventh visit, giving a positive evaluation
	Portugal: Fourth review of troika once again applauds Portugal’s efforts
	Spain: The EFSF will release 30bn for the banking system by the end of July, while new fiscal measures have been announced

	EU summit 28/29 June: Positive surprises, but no game changer
	Tables and graphs: Economic indicators
	PMIs: Remain in contractionary territory, for fifth month, but some improvement in June
	Downward trend in industrial activity halted in May, while external balances improved further



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



