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The ECB decided to maintain its monetary policy stance unchanged, but changed the wording
slightly, introducing a small tweak that could be the prelude to additional changes in the coming
months (see BBVA Research note). Inflation has been revised significantly upwards this year to 1.7%
YoY on increasing energy prices, but the ECB has barely changed its broad view on core inflation. The
EUR appreciated and German government bond yields increased, after Mario Draghi’s remarks admitting
that the probability of “lower” rates has decreased and that there is a lesser sense of urgency about
easing monetary policy. The banking sector also benefited from lower expectations of looser monetary
policy. (Official statement). Moreover, the reaction of the money market rates suggest markets are
bringing forward the the ECB rate hike.

Sovereign bond yields increased significantly amid increasing odds of a rate-hike in  next week’s
FOMC meeting (market implied probability at 100%) also boosted by today’s US payrolls data (better
than expected, despite the sluggish increase in earnings, see). As a result, the USD appreciated and US
Treasury yields rose (pushing up other sovereign bond yields significantly), with no negative impact on
equities, which are hovering around their historical highest level.

The oil price was also a very significant driver in financial markets during the week as it
plummeted on doubts about the effectiveness and the persistence of OPEC measures to maintain the
price (see). Under these circumstances, commodity currencies depreciated during the week.

Equity indices showed a good performance globally during the week, backed, among other factors, by
positive economic data in China as foreign exchange reserves rose unexpectedly in February (see).
In EZ, equity markets retained their positive mood as political tensions eased in France (according to
latest surveys) ahead of the first elections in the EZ next week (the Netherlands). The fact that there
were no negative surprises in EZ GDP growth 4Q16 (1.7% YoY see) also helped.

The GBP depreciated against the USD amid political uncertainty, when Theresa May received a
setback to her Brexit plans, as the Lords (the upper house of the UK parliament) voted to amend Brexit
legislation, including the requirement for ministers to bring the final Brexit deal back to parliament for final
approval (see). The GBP recovered some of its losses after the UK government revised its growth
forecast for this year upwards (see).

BBVA Research suggest the following reading list:

= ECB exit strategy need not mimic the Fed’s (see)
= CDS markets signal rising fear of euro breakup (see)
= Demand and Supply of Populism (see)


https://bbva.research.com/wp-content/uploads/2017/03/0317-ECB-Watch.pdf
https://www.ecb.europa.eu/press/pressconf/2017/html/is170309.en.html
http://www.adpemploymentreport.com/
http://www.reuters.com/article/us-global-oil-idUSKBN16G02Y
http://www.reuters.com/article/uk-china-economy-forex-reserves-idUSKBN16E0XE
http://ec.europa.eu/eurostat/documents/2995521/7895028/2-07032017-AP-EN.pdf/a2cd0972-84a9-43a5-bfd1-a75b25faede8
http://www.bbc.co.uk/news/uk-politics-39200658
http://cdn.budgetresponsibility.org.uk/March2017EFO-231.pdf
https://www.ft.com/content/c0537668-0330-11e7-ace0-1ce02ef0def9
https://ftalphaville.ft.com/2017/03/06/2185614/guest-post-cds-markets-signal-rising-fear-of-euro-breakup/
http://www.heliosherrera.com/populism.pdf
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= Revisiting the Paradox of Capital: The Reversal of Uphill Flows (see)
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Source: Bloomberg, Datastream and Haver
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Source: Bloomberg, Datastream and Haver
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Brazil 236 4 14 2 35
Peru 103 1 2 2 5
Venezuela 3,376 11 49 23 529
Poland 67 2 o -4 8
Turkey 239 5 3 15 34
China 92 2 3 15 25
India 101 0 2 -1 -26
Volatilty indicators (%) level  Daily Weekly Monthly YTD
VIX 12 45 7 0
. vonoL T
Doler/euro volatiity 7 23 -4 -1 33
EM FX volatility index 10 1.8 2 8 14
Credit spread (BAA) (bps) 217 0.9 0 9 -10
A S
EzZ 107 1.1 2 10 1
72 0.7 1 12 18
Large Spanish 109 1.2 I =1 8
e A S
EZ Non-financal 98 1.1 2 10 1
UK Non-financial 113 1.4 3 5 12
EONIA Index 0.35 0.00 0.0 0.0 0.0
Eurbor 3m 0.33 0.00 0.0 0.0 0.0
Euribor 12m -0.11 0.00 0.0 0.0 0.0
EZTED spread 3m 54.4 -1.80 2.1 6.5 -12.0

Stock markets (5)

Daily Weekly Mornthly

Ise 100 (Turkey)
MSCIEM Asia *
Shanghai Com (China)
Jakarta (indonesia)
anking sector

Medium Spanish banks
Cababark

EURUSD 107 07 03 04
GEPUSD. 122 4l 14 34 1
USDJPY 11506 0.1 09 28 2
DXY 10151 03 00 12 1

USDARS (Argentina) 0.3 0.3 1.2 4
s e o2z
USD CLP (Chile) 0.2 0.9 2.5 1
USD COP (Colombia) 0.3 0.3 3.8 -1
USDMXN (Mexico) 0.7 0.9 3.8 8
o —-_——
USDPLN (Poland) 0.5 0.4 1.0 2
USDRUB (Russia) 0.5 1.3 0.3 2
USDTRY (Turkey) 0.9 -1.0 0.6 5
USDINR (India) 0.2 03 0.9 2
USDIDR (Indonesia) 0.1 0.1 0.4 [
ADXY 0.2 0.2 -0.3 1
Daily Weekly Monthly Year
Brent 1.1 7.6 6 9
= s
i FER
Gold 28 3 3
S&P Spot commodity * 4.0 4 3
S&P Brent Spot * 6.3 5 7
o e, EEE
S&P Agricultural * 2 3
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Source: Bloomberg, Datastream and Haver

* With one day 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 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
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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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