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Central bankers prepare ahead of Greek elections on Sunday

Market fears over a (near-term) potential Greek exit intensified this week ahead of Greek elections on
Sunday. The main concerns are related to contagion. Facing huge risks, policy makers have undoubtedly
strong incentives to compromise, tackle the crisis and avoid a Greek exit. Central bankers prepare ahead
of Greek elections: coordinated Central Banks’ action is expected if financial markets conditions
deteriorate further.

- Greek elections are in the spotlight. Anger seems to have been replaced by the fear of an ungoverned
country and an euro exit. The most recent opinion polls clearly suggest that no party would obtain the
necessary support to form a government on its own. New Democracy, the center-right conservative party,
is on the lead while the left-wing SYRIZA comes in second (by a 1.4-2.5p margin). Only one of the last six
opinion polls shows SYRIZA coming first (by 6p). The most probable outcome is drawn with the ND
forming a coalition government with PASOK (and maybe a third party). Another scenario is traced with
SYRIZA coming first and forming a government with a branch of leftist parties or with PASOK. The less
feasible scenario points to no government being formed (again), implying that the country should call a
third round of elections. Our view is that any government emerging from the elections will opt for a re-
negotiation of the terms of the program and that an exit from the euro would not materialize.

- On Monday and Tuesday will take place the G-20 meeting in Los Cabos, Mexico. Several G-20 officials
have said that Central Banks are ready to avoid any liquidity constraints if over the weekend the crisis
intensifies. Moreover, the UK unveiled (on Thursday) measures to prevent contagion from Europe. They
will start offering banks multiyear loans at below-market interest rate. Along, they will pump money into
banks through repo operations.

- In the meantime, during the last weekend Spain informed to the Eurogroup its intention to seek financial
assistance from euro area Member States of up to EUR100bn as a backstop to recapitalise its banking
system in a pre-emptive move ahead of Greece’s elections and the outcome of the stress test report on the
Spanish banking sector due to Thursday 21. Previously, the IMF reported that (under the adverse
scenario) capital needs would amount to EUR 40bn. The Eurogroup has agreed to provide such backstop
to Spain, but there is an important lack of details in the communiqué, such as conditionality, which
prevented the Spanish risk premium to decrease. Besides, the loan does not break the pernicious cycle
between banks and sovereign as it increases public debt. In this context, Moody’s downgraded Spain
Sovereign bonds to Baa3 (negative outlook), which is one notch above speculative grade. The main
reasons behind the Spanish downgrade were: limited access to financial markets, increase in Spain’s debt
burden and weak growth prospects. Furthermore downgrade depending on the outcome of the external
audits of the Spanish banking system, the conditionality and details of the EFSF/ESM loan agreement and
the strategy for the banking system's recapitalisation. Additionally, the risk of a Greek exit from the euro
rise is an additional factor to consider. However, the downgrade pressure is not only limited to Spain.
Beyond it, this pattern is especially intense in Belgium, Italy and Ireland according to our Credit Risk Model.
Besides, France’s sovereign rating remains under pressure.

- News from Spain and new concerns about Italy put peripherals’ debt under pressure once more. Spanish
bonds registered all-time records (6.9%), with spreads and CDSs also marking levels never seen before
(close to 600). From safe-havens, the event was a new feeling about Germany as the 10Y German yield is
climbing consistently over the last days while the US yield remained practically unchanged. Surprisingly,
the euro almost didn’t move, suggesting the 1.25 level as a good support for the eurodollar. During this
week, Italy managed to sell its maximum target in debt. It sold EUR 4.5bn in 3Y, 7Y and 8Y bonds, though
demand was weak and yields higher, reflecting the recent deterioration in the feeling about peripherals. In
the coming week, Spain will test investors’ appetite for government debt by selling bonds on Thursday.



e High-frequency activity indicators continued to point to a deceleration path in
developed countries, while data from China were somewhat better than expected

- The latest batch of monthly activity indicators from China showed continuing growth moderation in May,
with some outturns exceeding expectations. Both investment and retail sales continued to moderate, but at
a slower pace than in recent months. Exports and imports surprised to the upside, resulting in a larger-
than-expected trade surplus. Importantly, inflation eased by more than expected, to 3.0% yly in May
(consensus: 3.2%; BBVA: 3.3%), providing room for further policy stimulus in supporting growth in the
months ahead. We expect additional 100-150bps cuts in the RRR, and at least one more 25bp interest rate
cut, most likely in the Q3. Despite of weaker than expected growth outturns in the first half of the year,
growth momentum is expected to improve in the second half of the year.

- In the eurozone, real economic data confirmed the slowdown in economic activity at the start of the 2Q12.
The Industrial production in the eurozone fell by 0.8% in April, with the largest decreases in Portugal (-
6.5%), Germany (-2.0%) and lItaly (-1.9%), and the highest increase in the Netherlands (+2.9%). In France,
manufacturing production fell (-0.7%), but total industry recovered, gaining 1.5% m/m. The lower growth
has also reflected on inflation, which eased in all countries in May. Eurozone inflation was confirmed at
2.4% yly (as expected), while falling by 0.1% on the month. In Germany, the rate fell to 1.9% vyly, as
expected too, with the HICP at 2.2% (revised up by 0.1pp), in France it eased to 2% y/y, with HICP at
2.3%; while in Italy the first estimate was confirmed, with inflation around 3.2% y/y (HICP at 3.5%)

- In the US, activity figures in the 2Q continued showing moderation. Retail sales fell by -0.2%m/m in May
from a downwardly revised -0.2% in April. Along, last week’s initial jobless claims surprised to the upside,
386k from upwardly revised 380k in the previous week. Meanwhile, CPI declined slightly more than
expected in May, down 0.3% following no change in April. Headline inflation had been relatively strong on
a monthly basis throughout the first quarter but it is not reflective of falling energy prices. On a y-0-y basis,
headline inflation dropped from 2.3% in April to 1.7% in May, the lowest rate in more than a year. Despite
the recent swings in headline inflation, core prices held steady at 0.2% m/m for the third consecutive
month. Regarding next week FOMC’s meeting, further action from the FED is unlikely. The FED needs to
see more data before coming to a conclusion on labor market conditions. The implementation of further QE
would only be justified before severe market conditions and thus it is unlikely for the time being. However, if
conditions in Europe deteriorate, the FED could consider other measures (extension of operation twist or a
new program).

- In Mexico, economic activity may moderate a bit in the 2Q12 but still remaining strong. Over the 1Q12,
Mexican GDP growth was mainly driven by private demand, household spending, business investment and
exports. The information available for the second quarter suggests that the Mexican economy is performing
well though in a somewhat slower pace if compared with the 1Q12.

Many relevant events will take place in the next few days: Greek elections on June 17. On Monday and Tuesday
the G-20 leaders will attend to the Summit in Los Cabos (Mexico). Also the FOMC will hold its two-days meeting on
June 19 and 20, in which the FED will deliver its summary of economic projections. On Thursday, Eurogroup will hold
its meeting. On the same day it is expected to be finalized the stress test for the Spanish banking system by the two
independent auditors; and the Spanish Treasury will hold a bond auction. Lastly, on Friday, the German Chancellor,
the French president and the Italian Prime Minister will gather with the Spanish President in Rome.



Calendar: Indicators

Eurozone: Flash EC Consumer Confidence (June, June 21%)
Forecast: -19.4 Consensus: -19.8 Previous: -19.3

We expect consumers' confidence to remain broadly stable in June, after improving slightly in the previous month but
remaining clearly below its long-term average (around one standard deviation). Nevertheless, the most recent surge
of financial strains could have weighed on consumers' confidence, so a large decline in June should not be ruled out.
In addition, this indicator could remain at a similar level to that registered in Q1, when households' spending remained
resilient (0% g/q in Q1), but retail sales contracted more than expected in April and suggest that private consumption
could fall again in Q2. Overall, these figures, combined with increasing uncertainty surrounding the European
financial crisis and the worsening labour market, point to a pessimistic outlook for private consumption in coming
quarters.

Eurozone: Flash PMI Composite (June, June 21%)
Forecast: 45.8 Consensus: 45.5 Previous: 46.0

We expect the composite PMI to remain relatively stable in June, after the significant fall registered in previous
months as a consequence of renewed strains in the eurozone. These figures mean a rapid reversion of PMI levels,
after improving in Q1, towards those registered at the end-2011 when the GDP fell by -0.3% g/q. Across sectors, we
also expect both manufacturing and service PMIs to remain broadly stable, although the outlook remains gloomy as
slowing global demand could end weighing on the former and depressed domestic spending on the latter.
Nonetheless, increasing concerns about the situation in periphery countries could end up weighing more than
anticipated on confidence. Our short-term MICA model estimates a slight contraction of around -0.1% g/q in Q2-12,
although it is too early to draw conclusions with still limited hard indicators for the current quarter, while risks continue
to be tilted on the downside.

US: Housing Starts and Building Permits (May, June 19th)
Forecast: 720K, 725K Consensus: 725K, 730K Previous: 717K, 715K

Recent trends in housing activity have been positive, and new home starts and permits are both expected to increase
slightly in May. The homebuilder confidence index for the month jumped to the highest level of the recovery,
suggesting that current conditions improved significantly from April. However, the latest weakness in consumer data
and the discouraging labor market conditions may limit housing activity in May. Building permits, which offer a leading
look at the housing sector, dropped in April and indicate that gains in new home starts may be minimal.

US: FOMC Meeting Announcement (June, June 20th)
Forecast: 0.25% Consensus: 0.25% Previous: 0.25%

The latest FOMC statement and minutes had noted a slightly more centrist committee with lower probability of
gquantitative easing. However, increasing uncertainties stemming from the situation in Europe and the data released
throughout the intermeeting period may influence more immediate action. Recent speeches from Fed presidents
highlight mixed responses to the extremely weak labor market data, presenting a more divided committee compared
to the meeting minutes. The probability of extending Operation Twist, which expires this month, has increased
significantly and quantitative easing remains an option, depending on whether the weak trends continue throughout
the next few months. The more likely scenario would be an extension of OT. While this would have only a small
impact on rates and economic activity, it could be a tailwind to financial markets since the policy action would indicate
that the Fed is ready to act whenever it is needed. With 10-year rates at all-time lows, it will be difficult, if not
impossible, to stimulate the economy further with monetary policy unless the Fed gets creative.

Taiwan: Export Orders (May, June 20th)
Forecast: -2.2% yly Consensus: -3.0% yly Previous: -3.5% yly

As a 3-month leading indicator of Taiwan’s exports, export orders will be watched for further signs of weakening
external demand, both for Taiwan and for the region. April export orders were disappointing (-3.5% yoy), and suggest
that near-term external demand might remain sluggish, despite a surprisingly encouraging export outturn for China in
the month of May (+15.3% y/y). We expect Taiwan's export orders to decline again, but at a decelerating rate. Export
orders to China should begin to stabilize, especially following stimulus policies to support growth. The Taiwanese
central bank will likely keep its wait-and-see approach to further interest rate cuts at its next quarterly policy meeting,
a day after the export orders release.
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Weekly Publications

Country Date Description
USA 14/06/2012 % U.S. Economic Watch. Structural Series: Transportation Infrastructure
Closing the Funding Gap via Public-Private Partnership
14/06/2012 &% U.S. Inflation Flash. Falling Gas Prices Drag Down Headline Inflation in May
Headline inflation dropped 0.3% MoM in May following no change in April. Energy index fell
4.3%, led mostly by a 6.8% decline in gas prices. Core prices increased 0.2% for the third
consecutive month
11/06/2012 &% U.S. Weekly Flash: "Fedspeak Mixed Leading up to June FOMC Meeting"

E M U 14/06/2012

Spal n 13/06/2012

13/06/2012

12/06/2012

11/06/2012

Latin America
Chile 14/06/2012

Mexico 14/06/2012
13/06/2012
13/06/2012
13/06/2012

11/06/2012

The latest speeches from the Federal Reserve suggest mixed responses to extremely weak
labor market data (Chinese version) (Spanish version)

#3 Europe Flash: "Eurozone inflation decelerates somewhat faster than expected"
Inflation eased in May for the second month in a row to 2.4% yly, after remaining broadly stabl
at 2.7% yly in the first quarter. We expected a more moderate slowing.

£% Consumption Outlook. First Half 2012
Weak fundamentals mean that consumption, especially of durable goods, is expected to
decline.

#3 Flash Espafia: "IPC en mayo"
El IPC de mayo confirma la desaceleracion esperada de la inflacion debido, fundamentalment
a la moderacién del crecimiento de los precios de la energia y los alimentos no elaborados.

#3 Situacion Madrid. Primer semestre 2012
La economia madrilefia experimenta un menor impacto de la crisis por los menores
desequilibrios y la mayor rapidez en el ajuste. A largo plazo, resulta fundamental mantener el
esfuerzo educativo.
Presentacién de "Situacion Madrid. Primer semestre 2012"

#3 Flash Espafia: "Compraventa de viviendas en abril de 2012"
En el mes de abril se vendieron 21.551 viviendas, un 0,5% menos que en el mes anterior, tras
corregir la serie de variaciones estacionales y efectos de calendario (cvec).

#3 Banco Central mantiene tasa de referencia en 5% y sesgo neutral
Se menciona que la actividad se ha desacelerado en linea con lo esperado y que los registros
y expectativas de inflacion continlan anclados en torno a la meta.

#3 Mexico GDP Flash. 1Q12 GDP: growth based on private spending and exports,
disposable income and access to financing
Growth in the 1Q12 rested in private demand, household spending and business investment
and in exports (Spanish version)

#3 Flash Inmobiliario México. La demanda de vivienda crece con fuerza, ¢Por qué la oferta
no la sigue?
En los primeros cuatro meses del afio, el monto de financiamiento en créditos hipotecarios
otorgados por el sistema financiero ha crecido 34% en términos reales

#3 Real Estate Flash Mexico. Construction GDP grew by more than 4%, in line with our
forecast
In line with our forecast set out in the previous edition of this Real Estate Flash, construction
GDP grew by more than 4%, although it fell short of 5% (Spanish version)

#3 Real Estate Flash Mexico. Strong growth in housing demand; why does supply not follo
suit?
In the first four months of the year, the volume of mortgage lending granted by the financial
system grew by 34% in real terms

#3 Mexico Flash. Industrial production in April: 0.7% m/m, about the same as expected,
external demand continues to pull in activity
Industrial production slightly higher than expected (0.5% expected, 0.7% observed). Good
performance in the manufacturing industry (1.1%) and mining lags (-0.5% m/m) (Spanish
version)
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Asia 14/06/2012 % Asia Daily Flash | 14 June 2012: Hong Kong issues measures to support liquidity in the
offshore RMB market; India’s inflation rises; Philippines holds rates
The Hong Kong Monetary Authority unveiled two new measures today to support liquidity in the
offshore RMB market.

14/06/2012 % India Flash: Benign core inflation builds case for policy easing next week
India¢ s wholesale price inflation rose in May, to 7.55%y/y (Consensus: 7.5%) from 7.23% in
April driven mainly by higher food and fuel prices.

13/06/2012 &% Asia Daily Flash | 13 June 2012: A proposed change to Hong Kong's peg makes a stir;
Fitch affirms Australia's AAA rating; Thailand holds interest rates
In newly published academic paper the former head of the HKMA says the authorities should
consider eventually delinking Hong Kongg¢,s currency peg from the USD, causing a stir

12/06/2012 % Asia Daily Flash | 12 June 2012: India's IP growth remains flat; Indonesia keeps interest
rates unchanged; IMF praises Japan's economic resilience
India's industrial production growth came in below expectations for April (0.1% y/y vs.
consensus: 1.1%), but up from a -3.2% contraction in March.

11/06/2012 &% Asia Daily Flash | 11 June 2012: China indicators show growth moderation and scope for
policy stimulus; China's monetary and credit data picks up; Singapore's exports increase
Positive news from Europe on Spain¢s banking package and somewhat better-than-expected
data outturns in China lifted sentiment today.

11/06/2012 % China Flash: May indicators point to gentle growth moderation and scope for more
policy stimulus
The latest batch of monthly activity indicators for May, released over the weekend, show
continuing growth moderation, with some outturns exceeding expectations.
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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 content 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.


http://www.bbvaresearch.com/KETD/fbin/mult/120614_Asia_Daily_Flash_new_tcm348-333546.pdf�
http://www.bbvaresearch.com/KETD/fbin/mult/120614_Asia_Daily_Flash_new_tcm348-333546.pdf�
http://www.bbvaresearch.com/KETD/fbin/mult/120614_Asia_Daily_Flash_new_tcm348-333546.pdf�
http://www.bbvaresearch.com/KETD/fbin/mult/120614_Flash_India_May_WPI_Inflation_tcm348-333538.pdf�
http://www.bbvaresearch.com/KETD/fbin/mult/120614_Flash_India_May_WPI_Inflation_tcm348-333538.pdf�
http://www.bbvaresearch.com/KETD/fbin/mult/120613_Asia_Daily_Flash_new_tcm348-333373.pdf�
http://www.bbvaresearch.com/KETD/fbin/mult/120613_Asia_Daily_Flash_new_tcm348-333373.pdf�
http://www.bbvaresearch.com/KETD/fbin/mult/120613_Asia_Daily_Flash_new_tcm348-333373.pdf�
http://www.bbvaresearch.com/KETD/fbin/mult/120612_Asia_Daily_Flash_new_tcm348-333176.pdf�
http://www.bbvaresearch.com/KETD/fbin/mult/120612_Asia_Daily_Flash_new_tcm348-333176.pdf�
http://www.bbvaresearch.com/KETD/fbin/mult/120612_Asia_Daily_Flash_new_tcm348-333176.pdf�
http://www.bbvaresearch.com/KETD/fbin/mult/120611_Asia_Daily_Flash_new_tcm348-333025.pdf�
http://www.bbvaresearch.com/KETD/fbin/mult/120611_Asia_Daily_Flash_new_tcm348-333025.pdf�
http://www.bbvaresearch.com/KETD/fbin/mult/120611_Asia_Daily_Flash_new_tcm348-333025.pdf�
http://www.bbvaresearch.com/KETD/fbin/mult/120611_Flash_China_May_indicators_EN_tcm348-332985.pdf�
http://www.bbvaresearch.com/KETD/fbin/mult/120611_Flash_China_May_indicators_EN_tcm348-332985.pdf�
http://www.bbvaresearch.com/KETD/fbin/mult/120611_Flash_China_May_indicators_EN_tcm348-332985.pdf�
http://www.bbvaresearch.com/�
http://www.bbvaresearch.com/KETD/ketd/esp/index.jsp�
http://twitter.com/#!/BBVAResearch�

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”),
(i) 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.
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