BBVA Research’

Flash

Market Comment | Financial markets improved
following Fed Chairman Powell's comments

Global Financial Markets Unit
18 Jul 2018

e Market mood improved after Fed Chairman Powell delivered an upbeat assessment of the economy,
and continued supporting a gradual monetary policy tightening. However, US yields have been mixed
today. The 2Y yield declined after weak construction data in the _US (see), while the 10Y remained
broadly steady. As a result, the flattening of the US yield curve moderated, line with recent warning
against reading the yield curve flattening as an early recession signal launched by formed Fed Chairman,
Mr. Bernanke and current Trump’s adviser Mr. Kudlow  (see). In Europe the 10Y Bund yield inched
down, after ECB member Villeroy said that the central bank would increase rates from summer
2019 at the earliest, depending on inflation(see).

e Comments from the Fed Chairman helped to improve equity markets’ mood across the board.
However, gains in US markets were limited, as extending declines in oil prices coupled with negative
news on big technology companies (see) offset positive US banking sector earnings (see). European
equities rose, led by export sectors, underpinned by lower yields and the euro’s depreciation. The
bilateral trade deal signed between Japan and the EU may also have contributed to the positive the
mood in the European markets (see).

e The USD rally continued on the back of Powell’s testimony yesterday. In DM FX markets, the GBP
remained under pressure due to ongoing UK political concerns, and the lower-than-expected inflation
data, which may delay August rate hike expectations amid increasing global trade concerns (see). The
strong USD continued to weigh on EM currencies, however the slightly recovering of crude oil prices
supported Latam currencies (see).
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https://www.reuters.com/article/us-usa-economy/u-s-housing-starts-hit-nine-month-low-permits-fall-idUSKBN1K81L4
https://www.cnbc.com/2018/07/18/white-house-economic-advisor-kudlow-says-no-recession-is-in-sight-righ.html
https://www.reuters.com/article/us-ecb-policy-villeroy/inflation-less-sensitive-than-growth-to-risks-ecbs-villeroy-idUSKBN1K81WP?il=0
https://www.reuters.com/article/us-eu-google-antitrust/google-hit-with-record-5-billion-eu-antitrust-fine-idUSKBN1K80U8
https://www.reuters.com/article/us-morgan-stanley-results/morgan-stanley-beats-estimates-on-higher-trading-revenue-idUSKBN1K81BO
https://www.reuters.com/article/us-japan-eu-trade/japan-eu-sign-free-trade-pact-amid-worries-about-trump-idUSKBN1K714I
https://www.reuters.com/article/uk-britain-sterling/sterling-extends-losses-as-brexit-worries-mount-idUSKBN1K80JR
https://www.reuters.com/article/us-global-oil/oil-prices-near-flat-despite-u-s-stockpile-rise-higher-supply-idUSKBN1K802P

BBVA Research’

10-yr sovereign spread vs Germany

France 29 06 06 2 7
tay 216 41 153 6 59
Portugal 1w 28 15 13 7
Spain 94 34 01 14 15
2-yr soversign spread va Germany

France. 20 04 18 10 3
ay 121 33 213 7 24
Portugal 52 12 30 4 2

Spai 12 23 4 7

34
Emerging Markets level iy Weekdy Monthly YTD

Brazd 81
Chie 8
Coombia 6
Argentina 198
B
Peru "
Poland 13
Russia 10
Turkey 155
China 14
India 29
Indonesia 31
cators (change in pp) v1D
2
VSTOXX 1
EM EFT volatity Indec 1
Dolar/euro volatity )
EM FX voatiity index 2
Credit spread (BAA) (change i bps) 12
US bonds volatity index 3
EZInfiaton expectations (5Y5Y)
Banling 5y CDS (bps)* D
s, 1
] 84 00 3 1 a5
UK 2 08 o 10 21
Large Spanish 79 05 4 2 a3
Medium Spanish 89
[Comorate Sy €DS (s * level

EONIA Index. 037 1

032 1
Ewibor 12m 018 1
Ubor 3m 234 65

Ubor 12m

4
2

o

)

)

3

El

3

1

ASE Athens 774 11 36 04 5
MSClLatam* 85985 13 22 62 0
Ibovespa (Brazid 77740 05 45 114 0
Mexbol (Mexico) 48921 04 02 a8 2
Merval (rgentina) 27003 09 08 24 3
M Europe * 5266 05 25 13 2
Poland 2149 02 02 01 A3
Micec10 Russia) 4384 14 34 14 6
152100 (Turkey) 92322 08 11 08 21
MSCIEM Asia * 883 04 04 54 4
‘Shanghai Com (China) 2787 04 03 78 A7
Jakarta (ndonesia) 02 02 7

4
5
1
ms 34 65 02 3
o 06 30 05 9
EZbanks 01 04 s a7
BNP. 4 01 10 35 6
Crédit Agricole 02 07 29 8
Deusche Bark 18 81 92 35
ne 01 06 22 19
Inesa . 07 05 35 11
56 04 11 02 5
Unicredito 45 40 43 A0
UK banke. 07 11 14 8
HSBC 14 24 A0 %
REs 04 00 38 12
Barclays. 03 08 31 7
Uoyds 01 03 15 8
Large Spanish banks 10 03 07 A5
Santander 08 01 01 5
BBVA 60 12 07 14 A5
Medum Spanish banks. 701 04 20 19 9
Caxabank 37 03 03 14 5
Sabadel 14 06 26 31 8
Bankintar 84 06 17 s

8
2
4
1
9
USDPLN (Poland) 369 02 07 02 7
USDRUB (Russia) 6295 05 09 07 9
USDTRY (Turkey) 479 02 17 18 27
USDCHY (China) 672 02 05 44 3
USDINR (ndie) 6862 02 02 09 8
USDIDR (indonesia) 1414 03 02 35 7
ADXY 02 01 4

0
Wix 68 03 29 4 13
Copper 275 03 05 12 6

1227 00 12 4 7
6P Spotcommadity * 52 02 17 3 2
6P Brent Spot * 615 06 15 4 B
SGP Metals Spot * 32 06 08 a1 A3
S5 Agricultra* 279 10 24 5 2

* Wit one day de
Source: Bloomberg, Datastream and Haver

Flash



BBVA Research’

Fuente: BBVA Research

Flash



BBVA Research’

Flash

changes in bp

Developed Markats
Us yn)
us

GER Q-yn)
Germany.
France
Spain

I

Portugal
G

Japan @-yr)
Japan

Country risk (

France 20 04 18 10 3
Iy 121 33 213 7 84
Portugal 52 12 30 4 2
Spain 34 12 23 1 7

Emerging Markets ly Weeky Monthly YTD

5-yr sovereign CDS *

Brazd 1 2 &1
Chie 1 1 8
Coombla 8 15 6
Argentina 14 25 198
Mexico 4 29 8
Peru 1 5 1
Poland o 2 13
Russi 2 16 10
Turkey 19 6 155
China 3 7 1
India 2 10 29
Indonesia 7 13 31

5
i <
e sttty :
SRR 0
P vty i B
Cradproe (A hargs Y
o oLt
[ p—) CR——
2 e s BYEY) ;s
Sarins 5 CoS o Daty" Weedy Momty" Y70
s O E——
w s o 0 o
s s ——
Lo L
A R —

2 3 10
o

0 o
) 1
) 2
1 2

Ibovespa (Brazid 77740 05 45 114 0

e -
Sy
BTy -
SR o
BT .

Y 1119
cit 702
BoA 202
s 509
s 2325
EZbanks 902
BNp. 52.1
Crédit Agricoe 114
Deutsche Bark 104
NG 123
Inesa 25
56 365
Unicredito 142
UK banks 850
HSBC 717.4
RES 2449
Barclays 188.9
Uoyds. 625
Large Spanish banks 720
Santander 46
BBVA 60
Medum Spanish banks 70.1
37

Sebadel

USDARS (Argentina) 2766
USDBRL (Brazi) 383
USDCLP (Chie) 654.35
USDCOP (Colombia) 2871
USDMXN (Mexico) 18.84
USDPEN Per) 327
Lact 58.06
USDPLN (Poland) 369
USDRUB (Russa) 6295
USDTRY (Turkey) 479
USDCNY (China) 672
USDINR (ndia) 68.62

USDIDR (Indonesia)
ADXY

Brent
Wik 68

Copper 275

Gold 1227
5P Spotcommedity * 452

S&P Brent Spot * 615

6P Metals Spot * 342

5P Agricultural* 279
* With one day delay

Source: Bloomberg, Datastream and Haver



BBVA Research’

Flash

Fuente: BBVA Research

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
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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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