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US Weekly Flash

Highlights

e JOLTS Report for April Notes Widening Gap Between Openings and Hires

Job openings in April jumped significantly from March’s level to 4455K, marking the largest monthly gain in
more than a year and coming very close to the pre-recession peak of 4657K. Most sectors saw
improvements, with the primary drivers being arts, entertainment, and recreation, professional and business
services, and retail trade. Job openings in manufacturing increased a modest 3.0%, not quite enough to
recover from declines earlier in the year. Unfortunately, construction remains the weak link, with job
openings in the sector down nearly 19.0% as housing activity struggles to regain momentum.

Hiring was a different story, holding steady in April but not nearly as encouraging as the job openings report.
In level terms, hiring has barely recovered 50% from the depths of the recession, and the gap between
openings and hires continues to widen. This supports the argument for increasing structural unemployment,
mainly in the form of skill mismatch and the inability of businesses to find the appropriate candidates. When
it comes to jobseeker confidence, conditions appear to be improving slowly, with the quits rate up slightly in
April as employees feel more comfortable with their job flexibility.

e Retail Sales Rise Modestly in May Following Better-than-Expected Data for April

Graph 1

Total retail sales were somewhat unimpressive in May, up 0.3% for the month compared to consensus
expectations for a 0.6% gain. However, the more encouraging piece of the report was an upward revision to
April’s growth, from 0.1% to 0.5% for the headline figure. The primary drivers for both April and May were
autos and building materials. Sales at gasoline stations increased 0.4% following a 0.9% jump in April,
though much of this may have been a result of higher gas prices throughout the past few months.

Excluding autos, retail sales increased a modest 0.1% in May, the slowest pace of monthly growth since
January. Even more disappointing was the ex-auto and gas figure, holding flat in May after rising 0.3% in
April. Thus far, data for 2Q14 appear to have improved from 1Q14, but not by much. Fortunately, consumer
spending was one of the only positive pieces to the economic growth story in the first quarter, so it is fitting
that this would carry over into the coming months. Overall, we are confident that consumer demand will gain
strength throughout the rest of the year, holding steady as a primary contributor to growth in 2014.
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Week Ahead
Empire State Manufacturing Survey (June, Monday 8:30 ET)

Forecast: 11.5 Consensus: 15.0 Previous: 19.0

The Empire State Manufacturing Survey provides a first look at the sector’s activity for the month, yet it is not always
a good indication of demand and production on a national level. In May, the index jumped significantly to the highest
level in nearly four years due to a big push from hiring, shipments, and new orders. For June, we expect that this
momentum will continue, though at a slightly slower pace. Rising new orders points to an increase in shipments in the
coming months, while inventories are expected to continue on an upward trend as demand expectations improve. On
the hiring side, we don’t expect to see such a big gain in the number of employees in June given that the component
approached a recovery high in May. Overall, the index should support continued growth in the manufacturing sector
at a healthy pace throughout the rest of the year.

Industrial Production (May, Monday 9:15 ET)
Forecast: 0.8% Consensus: 0.5% Previous: -0.6%

Industrial production took a minor detour in April, falling at the fastest overall monthly pace since August 2012.
However, we expect that this was just a small setback in an otherwise strong recovery from a weak 1Q14. In May, we
should see industrial production rebound mostly due to upward pressure from the manufacturing component, which
was only a marginal driver of the decline in April. Various manufacturing indicators suggest a clear pickup in the
sector’s activity for the month that should boost total output. In regards to other components of the index, mining
activity has remained healthy throughout the past few months and is unlikely to shift downward anytime soon. Utilities
fell sharply in April but should rebound in May, contributing to overall positive growth for the industrial production
index.

Consumer Price Index, Core (May, Tuesday 8:30 ET)
Forecast: 0.2%, 0.2% Consensus: 0.2%, 0.2% Previous: 0.3%, 0.2%

Inflation indicators are finally starting to show signs of life as transitory downward pressures fade. In April, the CPI
increased at the fastest monthly pace in nearly a year, both at the headline and core levels. For May, energy prices
have certainly picked up when it comes to crude oil, but natural gas prices have declined for three consecutive
months. Food prices will likely provide some added pressure to the headline index, similar to the situation in April. At
the core level, the usual drivers of shelter and medical care services will continue to provide moderate pressure,
though not to an overwhelming extent. Annual inflation rates are finally starting to gain traction but are not likely to
reach the Fed’s target anytime soon.

Housing Starts and Building Permits (May, Tuesday 8:30 ET)
Forecast: 1010K, 1045K Consensus: 1030K, 1060K Previous: 1072K, 1059K

Housing starts and building permits are expected to decline slightly in May, mostly as a correction from April’s
significant gains. Both series spiked in April following a minor setback to start 2014, approaching recovery highs.
Given the usual trends in the data, it is unlikely that either series will post another strong increase in May. However,
the recent gains in building permits are a good indication of future housing construction throughout the coming
months. In general, we expect that housing activity will play a bigger role in economic growth as the year progresses,
moving away from a negative 1Q14.

Market Impact

Various items on the economic calendar could be market movers this week. Industrial production and other
manufacturing surveys will be important to watch as relevant indicators for 2Q14 GDP growth. Consumer inflation for
May will also be heavily watched given the lower-than-expected reports of slow import and producer price growth for
the month. Most importantly, markets will be on high alert for signals coming from the FOMC meeting announcement
and Chair press conference on Wednesday.



Economic Trends
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BBVA US Weekly Activity Index
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BBVA US Monthly Activity Index & Real GDP
(4Q % change)
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Financial Markets
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Financial Markets
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Interest Rates

Table 1 Table 1
Key Interest Rates (%) Key Interest Rates (%)
4-Weeks 4-Weeks
Last  Week ago ago Year ago Last Week ago ago Year ago
Prime Rate 35 3% 3% 3% IMFed 009 0.09 0.09 010
) . 3M Libor 0.23 0.23 0.23 0.27
Credit Card (variable) 1482 14.82 1482 14.10 6M Libor 0.33 0.32 0.32 0.41
New Auto (36-months) 2.85 281 2.58 240 12M Libor 0.54 0.54 0.55 0.67
Heloc Loan 30K 5.06 507 520 534 2yr Swap 0.60 0.54 0.51 0.42
5/1 ARM* 3.05 293 301 2.90 Syr Swap 178 172 165 126
15-year Fired Mortgage * TR VB 1/ BV 10Yr Swap 271 271 262 231
NyearFedNorgage* 420 414 4D 399 1 Suap SR e ame s
yearrixe gage ' ' ' ' 30day CP 0.10 0.12 0.11 0.12
2-year CD 0.82 0.80 0.80 070 90day CP 0.13 0.13 0.13 0.15
*Freddie Mac National Mortgage Homeowner Commitment US Source: Bloomberg & BBVA Research

Source: Bloomberg & BBVA Research

Quote of the Week

President Barack Obama
Remarks by the President at Worcester Technical High School Commencement Ceremony
11 June 2014

“Together, you’re an example of what’s possible when we stop just talking about giving young people opportunity, when
we don't just give lip service to helping you compete in the global economy and we actually start doing it.”

Economic Calendar

Date Event Period Forecast Survey Previous
16-Jun  US Empire State Manufacturing Survey General Business Conditions SA JUN 115 15.0 19.0
16-Jun  US Industrial Production MoM 2007=100 SA MAY 0.8 0.5 -0.6
16-Jun  US Capacity Utilization % of Total Capacity SA MAY 78.9 789 78.6
16-Jun  US Industrial Production Industry Groups Manufacturing MoM SA MAY 0.4 0.6 -0.4
16-Jun  National Association of Home Builders Market Index SA JUN 46 47 45
17-Jun  US CPI Urban Consumers MoM SA MAY 0.2 0.2 0.3
17-Jun  US CPI Urban Consumers Less Food & Energy MoM SA MAY 0.2 0.2 0.2
17-Jun  US CPIUrban Consumers YoY NSA MAY 2.0 20 2.0
17-Jun  US CPIUrban Consumers Less Food & Energy YoY NSA MAY 18 1.9 18
17-Jun  US New Privately Ow ned Housing Units Started by Structure Total SAAR MAY 1010 1030 1072
17-Jun  Private Housing Authorized by Bldg Permits by Type Total SAAR MAY 1045 1060 1059
18-Jun  Federal Funds Target Rate US JUN 18 0.25 0.25 0.25
18-Jun  US FOMC Agency Mortgage Backed Security Purchases JUN 15 15 20
18-Jun US FOMC Treasury Purchase Program Pace Announced at FOMC Meeting JUN 20 20 25
19-Jun  US Initial Jobless Claims SA JUN 14 313 313 317
19-Jun  US Continuing Jobless Claims SA JUN7 2650 2600 2614
19-Jun  Philadelphia Fed Business Outlook Survey Diffusion Index General Conditions JUN 13.7 14.0 15.4

19-Jun Conference Board US Leading Index MoM MAY 0.3 0.6 0.4



Forecasts

2015
Real GDP (% SAAR) 1.8 2.8 1.9 2.5 2.5 2.8 2.8
CPI(YaY %) 3.1 2.1 15 1.8 2.2 2.3 2.4
CPl Core (YoY %) 1.7 2.1 1.8 1.9 2.1 2.3 2.4
Unemployment Rate (%) 8.9 8.1 7.4 6.6 5.9 5.6 5.2
Fed Target Rate (eop, %) 0.25 0.25 0.25 0.25 0.50 1.50 2.50
10Yr Treasury (eop, % Yield) 1.98 1.72 2.90 341 3.80 4.10 4.34
US Dollar/ Euro (eop) 131 131 1.37 1.35 1.32 1.37 1.36

Note: Bold numbers reflect actual data

Kim Fraser
Kim.Fraser@bbvacompass.com
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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 is 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 initial 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 (i) 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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