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This year has been very challenging for financial and commodity markets, with some of them reaching newrecord lows amid increasing market volatility. In the eurozone, investors have been learning how to deal withnegative yields, after the launch of the ECB’s EUR1.1trn bond-buying programme dragged eurozonesovereign bond yields deep into negative territory. However, 2015 was a really tough year for emergingmarkets (EM), handling a stronger-than-expected economic slowdown in China, which severely impacted incommodity prices, on top of the first Federal Reserve rate increase since 2006. Portfolio flows to EMcollapsed across the board, mainly driven by these global factors. The scale of net capital outflows has beensubstantial (similar to that during the ‘tapering tantrum’) and investors did not discriminate betweencountries. Furthermore, domestic setbacks in some EM systemic countries have also contributed toincreasing anxiety about EM. However, in a wise move to calm down financial markets amid external risks,the Fed shifted the market focus to a future gradual tightening rate trajectory following its first interest ratehike, helping the growing angst to give way to a tense stability after the Fed’s lift-off.  ECB and Fed monetary policy divergence finally started in 2015. The ECB launched the PSPP in March anddeepened the deposit rate into negative territory (-0.3%), which had a substantial impact on Europeanfinancial markets, flattening yield curves and weakening the euro. Moreover more than the 20% of the ECB’sQE-eligible bond universe is pricing in negative yields. At the end of the year, the Fed raised the federalfunds rate by 25bp for the first time since 29 June 2006 without wreaking havoc, as the market had alreadypriced the move in. Monetary policies in EM have been mixed, with South American central banks tighteningmonetary policy to curtail the pass-through from depreciation to inflation and Mexico following the Fed’smove, while China eased its monetary policy to curtail the slowdown and to reduce financial market tension.
Divergent monetary policies reflected in bond markets. The US short-term bond prices, which are more
closely linked to monetary policy, fell and the 2Y yield increased by 42bp over the year. However, the
expected gradual tightening limited the increase in the 10Y US treasury (+14bp) over the year. In Europe,
2015 has been a year characterised by high volatility in European sovereign bond markets. The main
market drivers have been the ECB and the liquidity concerns partially due to its QE programme.
Additionally, political noise has been key in explaining peripheral bond markets, although we should
highlight how the QE has kept spreads relatively compressed. The ECB’s policies have affected the front
end of the curves, as they remain pretty much anchored by the ECB’s purchasing power and the depo
facility rate limit for QE purchases (2Y benchmark yields are -25bp in Germany and France and -30-50bp
in peripherals). The longer end, despite a very volatile year, has seen yields ending up the year at
roughly the same levels at which they started. Bunds (currently at 0.63%) approached yields of 0% just
after the ECB’s QE programme was implemented, and bounced above 100bp a few weeks later. This
movement virtually mimics the V-shaped reactions to QE announcements experienced in Japan and the
US, that could be explained by buy-the-rumour/sell-the-news trades, the consequence of a previous herd
behaviour and the liquidity and scarcity concerns that a QE programme naturally produces. The second
half of the year was characterised by concerns about the global macro outlook and particularly by the
slowdown in China and its implications for the emerging world. On the other hand, EM bond markets
have suffered from the Fed’s lift-off and continuing concerns about a slowdown in China and the slump in
oil prices, widening the spread of the Global Emerging Market bond index (EMBIG) by 40bp in the year to
440bp, with the Latam EMBIG surging by 88bp to 596bp.

Oil prices plunged dramatically during the year, reaching multi-year low levels (-34.3% YtD, trading below
USD37/bbl). This was fuelled by worries about the Chinese slowdown, the USD appreciation and
OPEC’s decision to keep its production targets unchanged despite the oversupply and the doubts about
demand. Meanwhile, metals prices also slumped, although more moderately (-22.6%YtD).

On FX markets, the USD has appreciated across the board. The tightening in the Fed’s monetary policy
has underpinned the USD’s appreciation against its major peers (DXY Index -8.9% YtD). Moreover, the
divergence in monetary policy between US and the eurozone highlighted the depreciation of the euro
(1.091, -9.8%YtD). The USD has also appreciated against EM currencies, which have been dragged by
the domestic and global cyclical concerns and the plunge in commodity prices. Latam currencies were
the most punished (LACI Index -24.2% YtD) as they were more exposed to commodity prices, while
Depreciation of Asian currencies was less dramatic (ADXY Index -5.6% YtD). Furthermore, various
idiosyncratic factors also dragged some Latam currencies, such as the Argentine peso which depreciated
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-53.4% YtD after the new president lifted capital controls, and the Brazilian real which was -50.1% YtD on
political and economic concerns). 

Equity markets showed a mixed performance. Equity markets in the US remained broadly unchanged in
2015 despite the first rate hike in years, which was due mainly to the improvement in the US economy
(S&P 500: +1.0% YtD). In the euro area, the equity indices have increased across the board with the
exception of the Ibex-35 (Euro Stoxx +5% YtD). In EM markets, the concerns about China, the sharp falls
in commodity prices and the Fed’s lift-off contributed to the declines in most regional indices. The falls in
Latam indices were the most extreme (MSCI Latam -10.5%YtD), while Eastern Europe fell slightly (MSCI
EM Europe -3.3%YtD). Asian equity markets declined (MSCI EM Asia -7.7% YtD) although China’s
indexes eventually improved over the year. 
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*CDS, EMBI & MSCI indices with one day delay
**Credit spread (BAA) with two days delay

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 are 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 investment and, in such circumstances; investors may be required to pay more money to support
those losses. Thus, before undertaking any transaction with these instruments, investors should be aware of
their operation, as well as the rights, liabilities and risks implied by the same and the underlying stocks.
Investors should also be aware that secondary markets for the said instruments may be limited or even not
exist.
BBVA or any of its affiliates, as well as their respective executives and employees, may have a position in
any of the securities or instruments referred to, directly or indirectly, in this document, or in any other related
thereto; they may trade for their own account or for third-party account in those securities, provide consulting
or other services to the issuer of the aforementioned securities or instruments or to companies related
thereto or to their shareholders, executives or employees, or may have interests or perform transactions in
those securities or instruments or related investments before or after the publication of this report, to the
extent permitted by the applicable law.
BBVA or any of its affiliates´ salespeople, traders, and other professionals may provide oral or written market
commentary or trading strategies to its clients that reflect opinions that are contrary to the opinions
expressed herein. Furthermore, BBVA or any of its affiliates’ proprietary trading and investing businesses
may make investment decisions that are inconsistent with the recommendations expressed herein. No part
of this document may be (i) copied, photocopied or duplicated by any other form or means (ii) redistributed
or (iii) quoted, without the prior written consent of BBVA. No part of this report may be copied, conveyed,
distributed or furnished to any person or entity in any country (or persons or entities in the same) in which its
distribution is prohibited by law. Failure to comply with these restrictions may breach the laws of the relevant
jurisdiction.
In the United Kingdom, this document is directed only at persons who (i) have professional experience in
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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) (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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