BBVA Research’

Flash

Market Comment | Italian politics remain in the
spotlight

Global Financial Markets Unit
28 May 2018

e The focus of financial markets remained on European political issues (particularly Italy) in a day in
which the main financial centres (New York and London) remained closed for Bank holidays. This fact
could contribute to sharper movements as liquidity remained below its regular average during the day.

* The latest developments in Italy hit ltalian assets, with some contagion to other peripherals. The
coalition plans between the M5S and the Lega and ongoing warnings from rating agencies weighed
during last week to drive the risk premia to its highest level since 2013. In this context, market sentiment
improved slightly early this morning after yesterday's rejection of the candidate for finance minister and
the resignation of the coalition’s PM candidate (see). Nonetheless, today’s announcement of the
appointment of Cottarelli to form the new government brought back the uncertainty to financial markets
as an early election seems more likely (see).

e There was a safe-haven movement as the German Bund vyield hit its lowest level in five months
(0.35%) coupled with increasing risk premia and deterioration of peripheral assets. The scale of the
contagion was clearly bigger in Portugal than in Spain in both equity and bonds, despite the
announcement that the no-confidence vote will take place on Friday (see).

e Against this backdrop, the EUR hit its lowest since the middle of last year, while the USD
remained almost unchanged against its peers (GBP, JPY). Emerging currencies showed a mixed
performance: markets gave a break to the Turkish lira, which recovered some ground after the recent sell-
off once the authorities announced the simplification of its rate regime (see). Meanwhile the Brazilian
real underperformed today. The sharp drop in oil prices amid potential increase in oil supply of main
producers (see) had a mild effect on currencies of net exporting countries (COL, RUB).
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https://www.politico.eu/article/italys-premier-designate-steps-down-after-failed-cabinet-talks/
https://www.reuters.com/article/us-italy-politics/italys-league-leader-dismisses-talk-of-presidents-impeachment-idUSKCN1IT0GK
https://elpais.com/elpais/2018/05/28/inenglish/1527501731_740131.html
https://www.bloomberg.com/news/articles/2018-05-28/turkey-raises-repo-rate-to-16-5-percent-in-simplification-move
https://www.reuters.com/article/global-oil/oil-prices-fall-as-supply-from-top-3-producers-set-to-rise-idUSL5N1SY0UX

BBVA Research’

S (change in pp)
ix O —
EMEFT vty ndoc o 1
Dok vy o 1 i
M X vty e 0o 1
et v B chonge 1 b R
15 o oy e A
5 fton rectons Y5 ) 239 T
£ oo epcibons Y8V Te ;5 s
abing 5703 - = Weaky Mortty YT
® 5 R
w 5 s & m
. a6 2 a0 s
oo Spmin 55 L 50 s
Comorate 57 €03 0p = \esky Moty YTD
5 Nanirond I52 T
e tovtnanc 7e o2 s
o R

EONIA Index 037 0 o [ o
032 o o 1 1
Ewribor 12m 019 0 0 o 0
Ubor 3m 232 0 1 5 6
Libor 12m 2.73 1 3 4 62
il
5&P500 2721 1
Dow Jones 24753 0
Nkl 2281 1
ETSE 100 2.730 il
EuroStoxx 50 3.484 o
1BEX 9778 3
DAX 12,363 0
cac 5509 4
mB 21902 1
ASE Athens 8
MSClLatam* 85.435 o
Tbovespa (Brazid 75.780 3
Mexbol (Mexico) 45,031 10
Merval (rgentina) 28674 8
1SCIEM Europe * 5378 o
Poland 2218 10
Mice 10 (Russia) a.492 s
152100 (Turkey) 106,525 E)
MSCIEM Asia * 03 1
Shanghai Com (China) 3435 3
Jatarta (Indonesia) 5
Banling sector vel YD
banks 1460 2
Y 1107 3
cit 8
EoA 1
Ms. Y 2
G 2350 8
EZbanks 11
BNP 4
Crédit Agricok. 11
Deusche Bark 36
e 15
Inesa 7
sc 7
Unleradito 5
UK banls. 1
HSBC 7328 4
RES 2897 4
Barciys 2062 1
Uoyds 3
Large Spanish barks. 12
Santander 10
BBVA 13
Medum Spanish banks 3
Caixaban 3
‘Sabadel 5
Bankinter 5
Ka 15
Currendies (%, red fo
EURUSD 1163 0. 14 39
GBPUSD 133 Y 09 44 2
UsDJPY 109.35 15 00 3
XY 94.40 03 34 El
USDARS (Argentina) 2463 02 10 34
USDBRL Brazi) a5 09 B
USDCLP (Chie) 00 20 3
USDCOP (Colombia) 00 00 2
USDMXN 02 12 )
USDPEN Peru) 00 04 1
uct 06 07 7
USDPLN (Poland) 041 16 7
USDRUB (Russis) 03 13 9
USDTRY (Turkey) 25 00 22
USDCNY (China) 01 02 1
USDINR (nda) 05 10 5
USDIDR (indonesia) 09 14 4
XY 102 o
Brent a5 B0 1 13
Wix 21 80 3 10
Copper 03 09 2 6
Gold 02 05 4 a
5P Spotcommadiy * as 22 2 ]
'SP Brent Spot * 30 35 4 15
56 Metals Spot * 05 03 0 2
6P Agricultural* 27 s 1

* Wi one day delay
‘Source: Bloomberg, Datastream and Haver

Flash



BBVA Research’



BBVA Research’

Debt markets (10Y, %, changes  bp)
vel  Dady  We

Morth  ¥TD
P T —
295 28 s 4
ctna as 11 s
e Pt S
Fance a1 12 1
S s 25 o
o 80 03 &
gl G 3 s
Greocs 55 s
Sopn 2 o a4
Soran A N
R R T
47 00 s 10 s
Ge1 07 61 16 1
Jes o2 25 d0 6
38 14 o1 45 s
325 18 0 17 o
S e o5 )
1367 io 810 13 231
774 54 89 5
715 21 351 e e

changes in bp)
Daily Weekly Monthly YTD

35 49 59 13 7
234 281 469 118 71
173 184 246 64 19

18 120 195 50 3
France 1 20 a5 2 5
tay 157 466 681 132 120
Portugal 80 79 227 23 12
Spai 53 64 192 30 26

[Emerging Markets vel  Daiy _Weeky Monthly YTD

S-yr sovereign CDS *

pi a2
P ca 4 3 4
ot 5o 53 s
oz a6 70 109
P R 1
F T ")
P T S Y
os w0 5 0
W 1 e s
o8 a4 e
o 1 e m
R S
iy o conge ) i sy Wity Moy
T T ——
vt R T
EMEFT vty indec B o0 o a2
Dokerea ooty SO A —
Credit spread (BAA) (change in bps) 189 0.0 6 7 "
5 vt ey e I S T
5 o opecons Y5 ) 23 —T—
B et G120 I T
enins 5703 - oo Daty ety Moty
S R ——
& FA R I S S
G % sz w0

Stock markets (%)

level  Daly Weeldy Monthly YTD

S&P500 1
Dow Jones 0
” 1
FTSE100 1
EwoStoxx 50 0
1BEX 3
DAX 0
cac 4
MIB 1
ASE Athens 8
MSClLatam* o
Ibovespa (Brazi) 3
Mexbol (Meco) 10
terval (Argentina) 8
MSCIEM Europe * o
nd 10
Micex 10 (Russia) 9
152100 (Turkey) 9
MSCIEM Asia * 1
Shanghai Com (China) 5
Jakarta (indonesia) 5
YD
2
3
8
=
2
o 8
EZbanks a
BNP 4
Crédit Agricoke a
Deutsche Bark 36
NG 15
Inesa 7
56 7
Unlcredito 5
UK banks 1
HSBC 4
RES 4
Barclays 1
Uoyds. 3
Large Spanish banks a2
Santander 10
[Beva) 3
Medium Spanish banks 3
Cainabank 3
Sabadl 5
Bankintar s
Eanica 15
‘Currencies (5%, red for currency depreciaion)
Developed vol  Dally Weeldy Monthly YTD
EURUSD 1163 02 14 39 4
GBPUSD. 133 00 09 44 2
usDIPY 10935 01 15 00 3
XY 9440 02 08 31 3
Emersing level  Day Weeldy Monthly YTD
USDARS (Argentina) 2463 02 10 198 34
USDBRL (Braz 371 45 09 67 4
USDCLP (Chie) 62371 00 20 34 3
USDCOP (Colombia) 2878 00 00 21
USDMXN (Mexico) 1959 02 12 41 0
USDPEN Peru) 327 00 04 0 1
uct 5890 06 07 57 7
USDPLN (Poland) 370 01 16 59 7
USDRUB (Russia) 6239 03 13 05 9
USDTRY (Turkey) 458 29 00 126 22
USDCNY (China) 640 01 02 10 1
USDINR (india) 6743 05 10 10 6
USDIDR (Indonesia) 13995 09 14 07 4
ADXY 1098 01 02 08 0
Commodities (5
vel  Dady Weekdy Monthly YTD
Brent 753 15 50 1 13
Wix 66 21 80 3 10
Copper 306 03 09 2 6
Gold 1200 02 05 1 1
5P Spot commadity * a2 19 22 2 o
6P Brent Spot * 651 30 35 4 15
S&P Metals Spot * 38 05 03 0 2
6P Agricultural® 37 11 27 5 1

* With one day delay
Source: Bloomberg, Datastream and Haver

Flash



BBVA Research’

Flash

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
Spain with number 0182.
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