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Observatorio BCE

Europa

BCE: cautelosamente alerta mientras
evallla los efectos de las recientes
medidas politicas

e Tal como lo habia previsto el consenso, el BCE no vario los tipos de
interés, dejandolos en el 1,0%.

o EIBCE mantuvo un tono moderado, indicando que en este momento se
mantenia cautelosamente alerta mientras evalua los efectos de las
recientes medidas politicas

o EIBCE cree que la primera subasta a tres afos tuvo éxito en evitar una
“crisis crediticia”, y prevé una sustancial demanda de la segunda
subasta de liquidez a 3 afios (29 de febrero), ya que dispondran de una
variedad mas amplia de colaterales para pedir prestado

e Mario Draghi tuvo la precaucion de dejar las puertas abiertas a un
nuevo recorte de tipos si se acumulasen tensiones financieras o si las
perspectivas econémicas siguiesen deteriorandose. Seguimos
pensando que el reciente recorte no sera el ultimo

Tal como se esperaba, vy tras los dos recortes consecutivos de 25 pb, en la reunion de politica
monetaria de hoy, el BCE mantuvo invariables los tipos de interés, dejandolos en el 1,0%. La
decision fue unanime, y no se debatio el recorte de tipos. En general, el tono fue moderado vy la
evaluacion econdmica pesimista, y se mantuvo la tendencia hacia la flexibilizacion. Al parecer,
en este momento el BCE se mantendra cautelosamente alerta mientras evalla los efectos de
las recientes medidas politicas. Las perspectivas econdmicas “siguen sujetas a una gran
incertidumbre y a sustanciales riesgos de retroceso’, mientras que el BCE contintia creyendo
que la actividad econdmica se recuperara “muy gradualmente” durante 2012. Sin embargo, si
tomamos los datos preliminares mas recientes (es decir, los indicadores de las encuestas), el
BCE considera gue se observan "indicios tentativos de estabilizacion de la actividad econdmica
a niveles bajos". Por otra parte, Draghi parecio sentirse alentado por las iniciales, y todavia
timidas, sefiales de alivio de las tensiones de los mercados (por ejemplo, los resultados positivos
de las subastas de bonos espafioles e italianos realizadas ayer) tras las medidas recientemente
adoptadas por el BCE.

Enlo que respecta a liquidez, parte de las preguntas y respuestas posteriores a la reunion se
centraron en la subasta a 3 afos realizada en diciembre pasado. Draghi adopto una posicion de
defensiva de sus politicas de liguidez. Sefiald gue el BCE ha visto indicios de que la barra libre de
liguidez "ha evitado efectivamente una posible e importante restriccion de la financiacion'.
Manifestd que "los fondos no se quedan solamente en la ventanilla de depdsito’, e hizo hincapié
en gue hay sefales "de gue este dinero esta fluyendo a la economia’. El presidente del BCE
anadio que "algunos mercados de bonos sin garantias se han reabierto’. En nuestra opinion, se
trata de una perspectiva optimista de los resultados de la subasta, aunque coincidimos con el
argumento de que estas nuevas medidas han impedido una importante restriccion de la
financiacion. Por el momento, hemos observado una ligera mejora en los mercados monetarios,
en tanto que la banca sigue acaparando fondos (sobre todo para hacer frente a sus
obligaciones de deuda), y solamente los bancos europeos mas soélidos han vuelto a los
mercados primarios. Por consiguiente, consideramos gue es demasiado pronto inferir gue la
reciente inyeccion de liquidez del BCE esta dando los resultados adecuados.
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Cuando se le pregunto, Draghi no respondid explicitamente si habra proximamente un nuevo
recorte de tipos. No obstante, tuvo cuidado de no descartarlo si volviesen a escalarse las tensiones
financieras o si el actual deterioro de las perspectivas econdmicas acaba demostrando ser peor de
lo previsto. Ademas, aungue el objetivo de las recientes medidas fue evitar una “crisis crediticia” y
que “se ha abordado la falta de financiacion para los bancos’, continda la inquietud en este frente,
dado que “los efectos de la oferta de crédito pueden manifestarse con retraso” y, por ende, la entidad
mantendra “una estrecha vigilancia de la evolucion del crédito en este periodo’”.

Dado gue el BCE pretende consolidar sus recientes medidas de politica monetaria, un posible nuevo
recorte de los tipos dependera de los efectos sobre el mercado de la segunda subasta de liquidez a
3 anos, de la evolucion de las tensiones de la deuda soberana, del grado de deterioro de la actividad
economica y de la ausencia de presiones inflacionistas. Dicho esto, seguimos pensando que la
actividad mantendra una tendencia moderada hacia el retroceso, mientras que el alivio de las
tensiones financieras seguira siendo gradual. La volatilidad continuara alta. Por consiguiente, nuestro
escenario de referencia sigue siendo un recorte de tipos de 25 pb en la reunion del 8 de marzo,
aungue hoy se han incrementado un tanto las probabilidades de que se produzca mas adelante.
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Annex 1: Introductory statement, tracking the changes

Mario Draghi, President of the ECB,
Vitor Constancio, Vice-President of the ECB,
Frankfurt am Main, 8-Becermber26H12 January 2012

Ladies and gentlemen, the Vice-President and | are very pleased to welcome you to our press
conference. Let me wish you all a Happy New Year. We will now report on the outcome of
today’s meeting of the Governing Council.

Based on its regular economic and monetary analyses, the Governing Council decided today to
lewerkeep the key ECB interest rates by-25-basispeirtsunchanged, following the 25 basis
pomt deeFeasedecreases on 3 November and 8 December 2011 —I-Hﬂaeeﬂ—os—l-rkexlﬁe—seaéyeaeeve
. fied The information
that has become avallable smce earlv December broadlv conﬂrms our previous assessment.
Inflation is likely to stay above 2% for several months to come, before declining to below 2%. At
the same time, the underlying pace of monetary expansion remains moderate. As expected,
ongoing financial market tensions are-eertrtirgcontinue to dampen economic activity in the
euro area-ane-the-, while, according to some recent survey indicators, there are tentative signs
of a stabilisation in activity at low levels. The economic outlook remains subject to high
uncertainty and substantial downside risks. In such an environment, cost, wage and price
pressures in the euro area should remain modest and inflation rates should develop in line with

price stability over the policy-relevant horizon. Atthesarre-timethetnderyingpaceof
menetaryr-expanstorrermatrsrregerate-Overall, it is essential for monetary policy to maintain

price stability over the medium term, thereby ensuring a firm anchoring of inflation
expectations in the euro area in line with our aim of maintaining inflation rates below, but close
to, 2% over the medium term. Such anchoring is a prerequisite for monetary policy to make its
contribution towards supporting economic growth and job creation in the euro area. A very
thorough analysis of all incoming data and developments over the period ahead is warranted.
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reserveregairermentsisetneededteThe provision of liquidity and the allotment modes for

refinancing operations will continue to support euro area banks, and thus the financing of the
real economy. The extensive recourse to the first three-year refinancing operation indicates that
our non-standard policy measures are providing a substantial contribution to improving the
funding situation of banks, thereby supporting financing conditions and confidence. In addition,
we are actively working towards the implementation of all the measures announced at our
December meeting, which should provide additional support to the economy. As stated on
previous occasions, all the non-standard monetary policy measures are temporary in nature.

Let me now explain our assessment in greater detail, starting with the economic analysis. Real
GDP in the euro area grew by 0.1% guarter on guarter in the third quarter of 2011. At present, a
number of factors seem to be dampening the underlying growth momentum in the euro area.
They include moderate global demand growth and weak business and consumer confidence in
the euro area. Domestic demand is likely to be dampened by the ongoing tensions in euro area
sovereign debt markets, as well as the process of balance sheet adjustment in the financial and

non- fmanoal sectors At the same e*teﬂt—as—a-ﬁeleeﬂe%makewe&ms%%ees—te—steeemeﬁey

continue to expect euro area economic acthltv to recover, albe|t verv gradually, in the course of

2012, suooorted bv developments in %he—ﬁea%h—eaaﬁeeef—tﬁs—ye&%ntm%beeef—ﬁaete%s—seeﬂe

global demand very Iovv short term
interest rates and all the measures taken to support the functioning of the financial sector.

In the Governing Council's assessment, substantial downside risks to the economic outlook for
the euro area continue to exist in an environment of high uncertainty. Bewnsiderisks-They
notably relate to a further intensification of the tensions in euro area firareatdebt markets and
their potential spillover to the euro area real economy. Downside risks also relate to the global
economy, which-ay-be-weakerthan-expectedaswellaste-protectionist pressures and the
possibility of a disorderly correction of global imbalances.

_With regard to price developments, euro area annual HICP inflation was 3:62.8% in

NevermberDecember 2011, according to Eurostat’s flash estimate, trehanged-from-thetwo
previedsenthsafter 3.0% in the preceding three months. This decline was expected and
reflects a downward base effect stemming from energy prices. Inflation rates have been at
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elevated levels since the end of fastyear2010, mainly driven by higher energy and other
commodity prices. Looking ahead, they are likely to stay above 2% for several months to come,
before declining to below 2%. This pattern reflects the expectation that, in an environment of
weaker growth in the euro area and globally, underlying cost, wage and price pressures in the
euro area should alse-remain modest.

The Governing Council continues to view the risks to the medium-term outlook for price
developments as broadly balanced. On the upside, the main risks relate to further increases in
indirect taxes and administered prices, owing to the need for fiscal consolidation in the coming
years, and possible increases in commaodity prices. The main downside risks relate to the impact

of weaker than expected growth in the euro area and globally.

Turning to the monetary analysis, taking the appropriate medium-term perspective, the
underlying pace of monetary expansion continues to be moderate. The annual growth rate of
M3 decreased to 260% in SeteberNovember 2011, after 3:8%-r-Septermber2.6% in October. As
in the previous three months, monetary developments in November were affected by the
heightened uncertainty in financial markets.

The ahhual grovvth rate of loans to the pr|vate sector adjusted for Ioah sales and secur|t|sat|0h

Onthe-counterpartside-the-decreased to 1.9% in November, from 3.0% in October. The annual
growth rates of loans to non-financial corporations and loans to households, adjusted for loan
sales and securitisation, remratred-breadhythchangedtr-Octoberat 23%and25%both
moderated in November and stood at 1 8% and 23% respectwely#he—ehaelfusteel—g%ewth—mtes
-, with slightly negative
monthly flovvs observed for MFI loans to non-financial Corporat|0h5 Overall, despite the
moderation in loan growth, the f|gures on Iehdmg do not so far suggest that the he|ghtehed
financial market tensions Aav
Hewever-led to a sizeable curta|lmeht of credlt in the euro area as a Whole in the period to
November. At the same time, given that credit supply effects can manifest themselves with lags,

close scrutiny of credit developments is warranted in the period ahead.

The soundness of bahk balahce sheets supported by the increase in caoltal DOSItIOI’]S vv||| be a
key factor i :
m&Heets—t—heFeey—faohtatmg an approphate provmon of cred|t to the economy over tlme Jihe

eahkmgeeetee&Fe%aqee%equemedﬁmteFm—MH&Feseeeeetlt is esseht|al that haﬂehat
supepwsers-enstre-thatthe implementation of banks' recapitalisation plans does not result in
developments that are detrimental to the financing of economic activity in the euro area.

To sum up, irflebierincoming information broadly confirms our previous assessment. Inflation is
likely to stay above 2% for several months to come, before declining to below 2%. irtensifiedAs
expected, ongoing financial market tensions are-certirgirgcontinue to dampen economic
activity in the euro area-are-he-, while, according to some recent survey indicators, there are
tentative signs of a stabilisation in activity at low levels. The economic outlook remains subject
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to high uncertainty and substantial downside risks. In such an environment, priee-cost, wage
and wageprice pressures in the euro area should remain modest and inflation rates should
develop in line with price stability over the policy-relevant horizon. A cross-check with the
signals from the monetary analysis confirms this picture, with the underlying pace of monetary
expansion rerratrirgcontinuing to be moderate.

Turning to fiscal policies, al-euro area governments trgenthy-need to do their utmost to
support fiscal sustamab|l|ty m%heeaFe—aFea—as—aAqule—A—ﬁew—ﬁseakeamaePeemaﬂaﬁg—a

by correctmg excessive deficits
|n accordance W|th the aqreed tlmetables and m@vﬁebv moving to a structural balanced buége%s

w-l-l—su-eaer—tbudqet or surolus DOS|t|on over the med|um term. SllDDaOeS in the |mDIementat|on

of fiscal consolidation plans of vulnerable countries must be corrected swiftly by structural fiscal
improvements. With regard to the new provisions of the EU economic governance framework
that recently came into force, it is crucial that all the elements be implemented rigorously. Only
ambitious policies to prevent and correct macroeconomic and fiscal imbalances will foster
public confidence in the soundness of policy actions, and thus strengthen overall economic
sentiment.

The Governing Council welcomes the European Council's agreement to move to a stronger
economic union, which was announced on 9 December 2011. The new fiscal compact,
comprising a fundamental restatement of the fiscal rules together with the fiscal commitments
that euro area governments have made, is an important contribution to ensuring the long-run
sustainability of public finances in the euro area countries. The wording of the rules needs to be
unambiguous and effective. The further development of the European financial stability tools
should make the operation of the European Financial Stability Facility and the European Stability
Mechanism more effective. The swift deployment of these tools is now urgently needed.
Concerning the involvement of the private sector in financial assistance for indebted countries,
we welcome the reaffirmation that the decisions taken on 21 July and 26 and 27 October 2011
concerning Greek debt are unigue and exceptional.

To accompany fiscal consolidation, the Governing Council fasrepeatedhy-catledforcalls for the
urgent implementation of bold and ambitious structural reforms. Going hand in hand, fiscal
consolidation and structural reforms would strengthen confidence, growth prospects and job
creation. Key reforms should be irrrediatelyrapidly carried out to help the euro area countries
to improve competitiveness, increase the flexibility of their economies and enhance their
longer-term growth potential._Product market reforms should focus on fully opening up
markets to increased competition. Labour market reforms should focus on removing rigidities
and enhancing wage flexibility -ProgduetrrarketrefermssheuldHecuson-fully-operingtp

P e e e ey
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DISCLAIMER

This document and the information, opinions, estimates and recommendations expressed herein, have been prepared by Banco Bilbao Vizcaya Argentaria,
SA. (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 (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 (i) 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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