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e During this week global financial markets remained at low volatility levels. The main exception was

Spain, which suffered political uncertainty, but it affected only its domestic financial markets.

High volatility of Spanish assets amid political tensions between Spanish government and
Catalonia region (see). Sovereign bond yields rose appreciably, while stock prices declined sharply,
amid institutional interventions: King Felipe VI (see) and Puigdemont (see). However, pressure declined
as the week went by, coinciding with the change of HQ address of some companies. Main equity indices
in Europe showed a positive bias this week, while other peripheral countries’ sovereign risk premiums did
not widen, signalling low contagion of Spanish political uncertainty.

US assets showed a positive performance on the back of favourable economic data, although Non-
farm payrolls missed expectations. Nonetheless, US bond yields increased and USD appreciated after
the data, as the previous employment data was revised upwards, average earnings increased
above expectations and unemployment rate declined (see). All in all there were higher expectations
of interest rate rises and fiscal stimulus. This fuelled the equity indices, which broke their highest
historical levels. US sovereign yields inched up, backed by the hawkish tone of some Fed officials. In this
regard, the USD continued on its upward trend, amid talks of a more hawkish successor to Fed Chair
Janet Yellen (see).

The EUR dropped - slightly dragged down by politics - in the week in which the ECB released its
minutes (see). The minutes revealed an internal debate about the QE exit strategy, a choice between a
longer but lower quantity extension of the QE programme and a shorter but higher quantity extension.
The GBP depreciated sharply amid political uncertainty, insufficient progress on Brexit negotiations
in the EU parliament (see) and fading hawkish sentiment regarding BoE monetary policy (see), after
disappointing UK September construction PMI.

Oil prices declined, on signs of higher output (see) both in the US and in OPEC countries. Moreover,
the combination of a higher USD and lower oil prices led to a depreciation of EM currencies.
Nonetheless, investors will be watching out for a potential new OPEC deal, as Saudi Arabia and Russia
could limit production through next year (see).

BBVA Research suggests the following reading list:


https://www.bloomberg.com/news/articles/2017-10-05/these-analysts-are-skeptical-of-lasting-catalonia-equity-impact
http://www.bbc.com/news/av/world-europe-41491743/spanish-king-catalan-society-is-fractured
http://www.bbc.com/news/av/world-europe-41494090/catalonia-referendum-puigdemont-will-declare-independence-in-matter-of-days
https://www.bls.gov/news.release/empsit.nr0.htm
http://www.reuters.com/article/us-global-markets/dollar-surges-as-fed-talk-boosts-treasury-yields-idUSKCN1C61WV
https://www.ecb.europa.eu/press/accounts/2017/html/ecb.mg171005.en.html
http://uk.businessinsider.com/eu-parliament-says-there-has-been-insufficient-progress-in-brexit-talk-2017-10
http://www.reuters.com/article/uk-britain-sterling/sterling-hits-3-week-lows-as-boe-rate-hike-optimism-dissipates-idUSKBN1CA0TW
http://www.reuters.com/article/us-global-oil/oil-falls-below-56-on-signs-of-higher-output-idUSKCN1C7025
https://www.reuters.com/article/us-global-oil/oil-rises-as-talk-of-new-opec-deal-trumps-record-u-s-exports-idUSKBN1CA026
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= The new-Keynesian liquidity trap (see)
= | a cumbre del FMI y las siete y media (see)

= Tax Cuts, Sold as Fuel for Growth, Widen Gap Between Rich and Poor (se€)
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http://www.sciencedirect.com/science/article/pii/S0304393217300922
http://rsocial.expansionpro.orbyt.es/epaper/xml_epaper/Expansi%C3%B3n/06_10_2017/pla_3634_Nacional/xml_arts/art_15267311.xml?SHARE=6C23C0F29C6C4F158F7CA6264B486305D486270626DC5C115005213CD8782801A8D4292C9CD41DA3A0D2EA6D8F3C11F3DCC690A62BF8DCD00B78704A161ED89C3B4EC8B622605B24756B2CB68ABEDFFFC167888BFFF7B1AFFAE1807B5F33C57B
https://www.nytimes.com/2017/10/03/business/economy/tax-rates-growth.html?smid=tw-share

BBVA Research’

Flash

Greece
Japan @-yn) 014 00 15 1 5
Japan 006 12 44 1 1
Brazil 03 167 11 51
Chie 01 74 16 16
Colombia 72 22 59
Mexico 214 22 57
Peru 40 23 56
Poind 136 32 21
Russia 51 15 73
Turkey 140 35 8
India 94 25 38
Indonesia 33 4 131
Developed Markets level  Daily Weekly Morthy YTD
27 06 06 4 19
168 14 33 [ 16
194 07 14 56 161
123 15 88 1 5
2 05 09 2 1
45 10 08 9 16
68 03 06 10 78
44 57 4 4
Emerging Markets level  Daily Weekly Monthly YTD
5-yr sovereign CDS
Brazil 183 14 a4 4 89
Chie 56 04 - 1 26
Cobmbia 14 09 9 5 49
Mexico 106 26 3 7 51
Peru 79 0.0 4 6 29
Venezuela 6110 1613 563 23 2205
Poland 48 1 6 6 27
Russa 130 28 14 9 46
Turkey 33 45 13 100
China 1.0 5 1 58
India 02 Bl 5 51
Indonesia 0.6 5 2 56

level  Daily Weekly Monthly YTD

ity i

Dolbr/euro volatiity

EM FX volatility index

Credit spread (BAA) (bps)

US bonds volatilty index 56 2.0 5 5 27
48 0

Us K]

5 62
US Nonfinancial 140 1.3 5 24
73 05 1 53

106 0.1

Libor 3m 135 000 00 00 03

-
Dow Jones 22,763 0.1 16 4 14
EuroStoxx 50 3,606 0.2 0.3 5 9
IBEX 10,175 04 2.0 0 8
DAX 12,972 0.0 1.1 6 12
CAC 5,365 0.3 0.7 5 9
MiB 22,424 0.6 1.2 3 14
ASE Athens 747 0.3 1.1 ) 14
MSCI Latam * 86.527 0.1 29 4 18
s .
Mexbol 50.339 03 0.0 0 8
MSCI EM Europe * 5,184 0.3 0.8 0 3
Poland 2,475 0.5 09 -1 24
Micex (Russia) 2,095 0.3 0.8 4 -7
Ise 100 (Turkey) 104015 0.3 11 5 37
MSCI EM Asia* 889 0.0 26 3 28
Jakarta (Indonesia) 5.905 0.8 1.1 1 12
A e A T
BoA 26.2 0.4 35 12 14
MS 499 0.6 36 1 14
GS 246.0 0.0 37 12 1
EZ banks 117.2 0.1 0.4 7 1
BNP 68.5 0.0 0.4 9 9
Crédit Agricole 156 0.2 11 7 26
R el e ™ s
Intesa 29 05 23 4 15
SG 489 0.7 1.3 6 1
Unicredito 173 0.7 -39 2 23
UK banks 89.8 0.3 0.4 5 2
HSBC 755.9 0.1 26 4 13
Uoyds 66.7 0.9 -15 6 3
Large Spanish banks 88.4 05 29 5 13
Santander 5.8 0.0 2.4 9 14
BBVA 73 1.0 3.4 1 13
Medium Spanish banks 76.3 0.6 36 -1 4
Caixabank 4.1 0.7 -39 -1 24

Currencies (%, red for currency depr

USDARS (Argentina) 1753 0.8 1.3 1.9 9
USD BRL (Brazil) 3.17 05 0.2 22 2
. D
USDMXN (Mexico) 18.60 06 1.9 46 13
USDPEN (Peru)
LACI

USDPLN (Poland)
USDRUB (Russia)
USDTRY (T urkey)
S
USDIDR (ndonesia)
ADXY

S&P Spot commodity *
S&P Brent Spot *
S&P Metals Spot *
S&P Agricultural *




BBVA Research’

Flash

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



BBVA Research’

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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