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Calm markets during the week, in which political tension in Spain has been one of the main drivers of
market movements although, after the fall the previous week, Spanish assets have recovered slightly. On
the other hand, central banks have been another key factor in financial markets, pending the Communist
party meeting in China.

Spanish political risk continues to take centre stage. The Catalonian president’s fudged intervention
(see) has forced the Spanish government to ask for a formal clarification of whether this was indeed a
unilateral declaration of independence (see). And depending on the answer (due next Monday), the
government will respond accordingly. However, market reaction would appear to indicate that the tension
has eased, at least momentarily.

Eventful week for monetary policy in the US as most members offered their view on the Fed’s next
steps regarding rate hikes in the normalization process. Kaplan (see) said that more inflation signalling is
needed before raise rates again, while Evans(see) supports a more gradual increase in policy rates (in
December) after an “honest discussion”. The lack of inflation continues to be the main concern of Fed
members according to the latest FOMC minutes (released on Thursday), but the Fed is holding onto its
course for a December rate hike. (see)

The EUR appreciated on hawkish comments from the ECB’s Lautenschlaeger (see), who called for a
start on winding down QE. Meanwhile, Peter Praet (see) stuck to his dovish position, maintaining a
cautious tone and defending the need for support on the monetary side. European equity indices also
showed a positive performance on the back of positive economic data, especially in Germany (see)

The TRY fell sharply on tensions between the United States and Turkey, as both sides suspended
visa services (see) and on top of this the main Turkish stock index also fell significantly (see). EM
currencies fell across the board, despite oil prices rising above $56 per barrel on Saudi Arabia cutting
output in November and signs of an oil market rebalancing (see). The MXN in particular due to the
NAFTA negotiation process.

Chinese assets outperformed this week as FX reserves showed a higher than expected figure
despite the disappointing Caixing Services PMI (September) ahead of next week’s Communist party
meeting, where the main policies for the next five years will be discussed (see).

BBVA Research suggests the following reading list:

e World Economic Outlook by the IMF (see)
e Rethinking Macroeconomic Policy (The Peterson Institute will hold a conference coordinated by Olivier

Blanchard and Lawrence H. Summers) (see),


http://www.telegraph.co.uk/news/2017/10/10/spain-braced-possible-catalonian-independence-declaration/
https://www.theguardian.com/world/2017/oct/11/spanish-government-to-hold-crisis-talks-on-catalan-independence
http://www.reuters.com/article/us-usa-fed-kaplan/feds-kaplan-says-low-10-year-yield-an-ominous-sign-idUSKBN1CG005
https://www.bloomberg.com/news/articles/2017-10-11/fed-s-evans-says-weak-inflation-may-not-be-temporary-phenomenon
https://www.federalreserve.gov/monetarypolicy/files/fomcminutes20170920.pdf
http://uk.reuters.com/article/uk-global-forex/forex-german-trade-data-pulls-euro-to-1-week-highs-idUKKBN1CF01G
https://www.reuters.com/article/us-ecb-policy-praet/ecbs-praet-makes-case-for-longer-stimulus-extension-idUSKBN1CG2U6
https://www.destatis.de/EN/PressServices/Press/pr/2017/10/PE17_358_51.html
https://www.bloomberg.com/news/articles/2017-10-09/emerging-market-currencies-shrug-as-visa-spat-roils-lira-chart?cmpid=BBD100917_MKT&utm_medium=email&utm_source=newsletter&utm_term=171009&utm_campaign=markets
https://www.bloomberg.com/news/articles/2017-10-09/lira-plunge-a-reminder-that-fed-isn-t-only-emerging-market-risk?cmpid=BBD100917_MKT&utm_medium=email&utm_source=newsletter&utm_term=171009&utm_campaign=markets
http://www.reuters.com/article/us-global-oil/oil-rises-above-56-on-saudi-export-cut-idUSKBN1CF043?rpc=401&
https://www.theguardian.com/world/2017/oct/12/chinas-communist-party-congress-all-you-need-to-know
https://www.bloomberg.com/news/articles/2017-10-10/the-imf-s-view-brightens-takeaways-from-world-economic-outlook
https://piie.com/events/rethinking-macroeconomic-policy
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e Maintaining price stability with unconventional monetary policy measures (Speech by Peter Praet)
(see)
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https://www.ecb.europa.eu/press/key/date/2017/html/ecb.sp171011.en.html
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Developed Markets
US @-yn)
us
GER (2:y1)
Germany
France
Spain
ttaly
Portugal
Greece
Japan 2-y1)
Japan
Brazil . . E -
Chie
Colombia
Mexico
Peru
Poland
Russia
Turkey 1094 30 140 56 6
Inda 673 19 23 15 35
Indonesia 656 05 34 12 128

)
Developed Markets level  Daily Weekly Monthly YTD
10-yr sovereign spread vs Germany
France 4 06 18 3 28
ttaly 166 12 57 A 4
Portugal 191 31 48 51 164
Spain 19 03 61 1 3
2-yr sovereign spread vs Germany
France 20 05 46 A 10
ttaly 49 05 12 -4 12
Portugal 70 18 24 1 76
Spain 44 0 3

tors.

Volatilty indicators (%) level  Daily Weekly Monthly YTD
VIX 10 2.2 0 8
VSTOXX 12 2.9 -4 8 4
EM EFT volatiity Index 16 0.0 2 5 23
Dolr/euro volatiity 7 1.7 2 9 31
EM FX volatiity index 8 1. 3 5 27
Credit spread (BAA) (bps) 203 29 4 14 24
US bonds voatiity index 52 1.6 5 1 32
us 51 25 4 3 20
74 0.0 0 3 54
UK 0 0 -43
Large Spanish 5 5 64
EONIA Index 036 000 00 00 00
Eurbor 3m 033 000 00 00 00
Euribor 12m 018 000 00 00 01
Libor 3m 136 000 00 00 04
Libor 12m 181 000 00 01 0.1

2
3
Nikkei 21155 1.0 22 6 8
FTSE 100 7542 02 03 2 5
EuroStoxx 50 3606 0.0 0.1 2 9
1BEX 10264 0.1 08 Bl 8
DAX 12,988 0.0 0.2 3 12
CcAC 5353 02 01 3 9
MiB 22429 0.1 02 1 14
ASE Athens 763 1.6 23 6 16
MSCl Latam * 86372 01 02 2 18
Ibovespa Brazi) 76660 00 08 3 24
Mexbol 49963 00 07 0 7
MSCI EM Europe * 5252 0.1 13 1 4
Poland 2535 0.1 22 1 2
Micex Russia) 2100 02 03 2 7
1se 100 (Turkey) 106,076 0.1 19 2 39
MSCI EM Asia * 906 0.4 19 3 30
Shanghai Com (China) 3391 01 12 0 7
Jakarta (indonesia) 5924 0.7 0.4 1 12
level ily Weekly Monthly YTD
1312 00 3.1 5 9
%0 00 10 5 10
724 00 43 4 18
255 00 29 5 1
486 0.0 2.4 5 1
Gs 2398 00 25 6 1
EZbanks 137 09 29 1 8
BNP 660 10 36 5
Crédiit Agricole 148 07 43 3 21
Deutsche Bank 140 09 46 A 14
ING 156 04 08 2 12
Intesa 29 0.1 23 Bl 13
G 473 23 34 3 2
Unicredito 170 04 18 4 21
UK banks 893 05 07 3 2
HSBC 7434 05 18 2 1
RBS 2742 00 06 10 17
Barclays 1905 13 01 Bl 19
Lioyds 661 03 0.8 2 2
Large Spanish banks 873 06 14 A 12
Santander 56 08 32 [ 1
BBVA 73 04 02 Bl 13
Medium Spanish banks 769 03 04 3 5
Caixabank 40 10 A2 7 23
Sabadell 17 0.4 14 4 22
Bankinter 79 05 08 Bl 5
Bankia 4.0 0.0 0.8 0 1

Currencies (%, red for currency depreciation)

Daily Weekly Monthly Year

EURUSD 119 03 11 02 13
GBPUSD. 133 04 19 08 8
USDJPY 11185 0.4 07 12 5
DXY 9286 02 10 04 10
Emerging level  Daily Weekly Monthly Year
USDARS (Argentina) 1741 0.0 02 21 8
USDBRL Brazi) 316 04 01 2
USDCLP (Chile) 62110 05 18 8
USDCOP (Colombia) 2027 05 04 1
USDMXN (Mexico) 12
USDPEN (Peru) 4
LACI 6
USDPLN (Poland) 14
USDRUB (Russia) 5
USDTRY (Turkey) 2
USDCNY (China) 5
USDINR (India) 5
USDIDR Gndonesi) 0
ADXY 5

Brent 574 2.0 31 4 2
Wrx 52 2.0 47 5 3
Copper 31 0.2 32 5 22
Gold 1300 05 19 2 12
S&P Spot commodity * 398 04 16 1 0
S&P Brent Spot * 477 12 09 2 1
S&P Metals Spot * 376 11 20 5 24
S&P Agricultural * 279 05 02 Bl 7
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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
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
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