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US Weekly Flash

Highlights

e U.S. International Trade Gap Narrows Significantly on Oil Related Shifts

The U.S. international trade deficit shrank far more than expected, falling to its lowest level since October
2009. Reaching -$34.2bn, the trade deficit fell largely due to a change in the petroleum dynamics of the
U.S. economy. The nation actually exported far more oil than it imported, creating the smallest petroleum
trade balance since January 2010. This was due to a large increase in demand for U.S. petroleum products
at a pace that has not been seen in years. The petroleum export figure rose 13.2% while imports declined
7%, a scenario that the U.S. economy has been shifting towards as the nation becomes more energy
independent. Despite the massive boost from petroleum products, other sectors managed to show export
growth even with the purported stale global economy that has persisted over the past few quarters

Imports in June did their part to positively impact the trade balance, down 2.5% after jumping back and forth
over the past two quarters. Unlike exports, which saw growth throughout various sectors, the decline in
imports was primarily focused in the aforementioned petroleum component. The large decline in the deficit
may provide a 0.2-0.4pp boost to 2Q13 real GDP growth, all else remaining equal.

e JOLTS Report Notes Rise in Job Openings but Decline in Hiring

The Job Openings and Labor Turnover Survey (JOLTS) report for June 2013 showed a mixed bag of data
as job openings rose, hires declined, and separations fell. Job openings rose 29K (0.7%) for the third
straight month to the highest level since May 2008. The breakdown in terms of sectors was mixed with
construction, retail trade and accommodation & food services showing moderate to strong growth.
Professional services were the driver in June however, adding 69K available jobs in June after a deep
decline the month prior. Total private hiring fell 278K, the fastest pace since November 2008 as all but one
category showed a decline. The industries with the largest declines were trade & transport (47K) and
education & health (87K) services with the remaining components still showing overall weakness. The only
industry to add any hires was arts & entertainment, which added 6K.

Separations for June were a bright spot in the report, declining 300K overall with every industry reporting
fewer separations. Similar to May’s report, the decline in separations was primarily in the layoffs and
discharges category, purportedly the least favorable given that it reports the involuntary separation of an
employee rather than the quits level.
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Week Ahead

Retail Sales, Ex Autos & Gas (July, Tuesday 8:30 ET)
Forecast: 0.5%, 0.2% Consensus: 0.3%, 0.4% Previous: 0.4%, -0.1%

Headline retail sales for July are expected to increase at a moderate pace due to stronger auto sales. According to
Edmunds car research data, July auto sales are expected to outperform months prior in total dollar value, resulting in
a strong driver for headline growth in retail sales. Unit sales reported by Autodata actually declined slightly for the
month, though this doesn’t always translate directly to the retail sales data. Nominal headline sales may be
dampened slightly by the decline in gasoline prices across the U.S., but given the strength of the auto sector as of
late, we do not expect much of an impact from gasoline. Turning toward the core, more brick and mortar type retail,
the situation looks to be moderately stronger than in June. Back to school shopping and continued summer sales
should help to drive apparel and multipurpose department stores. According to the Goldman Sachs chain store
indicator, sales are up 0.4% in July and the Redbook retail sales index for the month came in at 0.8% after falling in
June. However, given the weaker than expected summer months that have produced strong headline figures and
moderate core figures, there is some downside potential considering the lagged effect from the income tax increase
earlier in the year.

Consumer Price Index, Ex Food & Energy (July, Thursday 8:30 ET)
Forecast: -0.1%, 0.1% Consensus: 0.2%, 0.2% Previous: 0.5%, 0.2%

Headline inflation is expected to decline slightly as the price of gasoline fell in July and food prices remain only
marginally up. According to the Energy Information Agency, an average of all gasoline grades across the U.S.
declined 2¢ and as much as 6¢ for regular unleaded. While not enough to make daily commuters rejoice, given the
fact that gasoline prices have been rising steadily since the beginning of the year, the decline in price will hamper CPI
growth for July. Further dampening the headline CPI figure, S&P’s index for agricultural and livestock prices fell 5.2%
along with additional indicators that have foodstuffs declining in July. As for the core CPI numbers, we expect much
the same situation as has been the case year-to-date with shelter prices driving most of the growth and certain
textiles or commaodities fluctuating causing higher or lower core rates. June’s core rate was due to continuing growth
in housing and medical prices coupled with an unexpected rise in apparel prices. Given the steady rise in home and
medical prices we expect a less severe decline in headline prices and a soft, but not negative core rate.

Industrial Production & Capacity Utilization (July, Thursday 9:15 ET)
Forecast: 0.4%, 77.8% Consensus: 0.3%, 77.9% Previous: 0.3%, 77.8%

We expect industrial production to continue to rise in July as better-than-expected manufacturing conditions have the
potential to drive further industrial growth, in addition to the increase in utilities use and mining capability. Looking at
the breakdown of the index, utilities is the first component that we expect to have a positive impact on July’s report
due to the hotter than expected month in certain regions. Mining is also considered to be a continuous strong point for
industrial production overall given the increase in the demand and prices for certain commodities. In terms of
manufacturing, regional Federal Reserve Surveys are, on the whole, optimistic about July’s outcome. Both the
Philadelphia and New York Fed indices on manufacturing and the business outlook suggested significant growth in
shipments for July after a weak reading in June. Kansas City’s report was magnitudes more positive with its
production index reaching two-year highs. However, the Richmond Fed reported a 15% drop in its shipments index
and an overall 11% decline in its composite index. Nevertheless, coupling the forward looking data available, the
sentiment remains positive and on par with our forecasts for a stronger industrial outlook in 2H13.

Housing Starts & Building Permits (July, Friday 8:30 ET)
Forecast: 875K, 900K Consensus: 903K, 950K Previous: 836K, 911K

While the housing market has been on a tear since early 2012, a handful of indicators, housing starts included, have
experienced some mild volatility as of late. Focusing on housing starts, the multifamily component of the indicator has
been on a bumpy trajectory since November as the glut of condos and apartment buildings have finally come into
contact with a market that is incentivizing home ownership. As prices continue to rise on new and used homes, single
family units should begin to accelerate given that credit remains tight for most construction firms and single family
units are both less expensive and easier to construct. This shift may have been captured by the National Association
of Homebuilders index which reached a multiyear high and bolstered the continued optimism that has been hard to
deny throughout the housing recovery. We therefore expect single family housing starts and building permits to
continue to rise at a modest pace. Although we expect multifamily units to rise in July, we still maintain our belief that
they will begin to wane as single family units regain popularity.

Market Impact

This week will be rather dynamic day-to-day with multiple key data points being released. Touching on the Fed, we
expect the weaker CPI figures to continue to accommodate their policy actions while stronger retail sales may invoke
some calls that tapering is around the corner. Overall, we expect a bumpy ride for markets but an overall positive
week baring any breaking international news.



Economic Trends
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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 395 395 395 395 1M Fed 0.09 0.09 0.09 0.13
! ) 3M Libor 0.26 0.27 0.45 0.44
Credit Card (variable) 14.16 14.16 14.16 14.10 &M Libor 0.39 0.40 065 0.00
New Auto (36-months) 231 250 245 293 12M Libor 0.66 0.67 0.98 1.05
Heloc Loan 30K 530 521 532 549 2yr Swap 0.48 0.47 0.53 0.47
511 ARM* 319 268 310 290 Syr Swap 1.53 1.53 1.61 0.91
15-year Fixed Mortgage * 343 2.76 339 323 10Yr Swap 215 217 281 177
) 30yr Swap 3.62 3.64 3.61 2.53
30-year Fixed Mortgage * 440 3.57 429 399 30day OP 012 013 013 030
Money Market 044 04 M DR 60day CP 0.14 0.15 0.15 0.34
2-year CD 073 073 0.73 0.6 90day CP 0.16 0.15 0.16 0.36
*Freddie Mac National Mortgage Homeowner Commitment US Source: Bloomberg & BBVA Research

Source: Bloomberg & BBVA Research

Quote of the Week

President Barack Obama
Speech on housing reform in Phoenix, Arizona
6 August 2013

“That begins with winding down the companies known as Fannie Mae and Freddie Mac. For too long, these companies
were allowed to make big profits buying mortgages, knowing that if their bets went bad, taxpayers would be left holding
the bag. It was “heads we win, tails you lose.” And it was wrong. The good news is that there’s a bipartisan group of
Senators working to end Fannie and Freddie as we know them.”

Economic Calendar

Date Event Period Forecast Survey Previous
13-Aug Retail Sales JuL 0.5% 0.3% 0.4%
13-Aug Retail Sales Ex. Autos & Gas JUL 0.2% 0.4% -0.1%
13-Aug Buisiness Inventories JuL 0.2% 0.3% 0.1%
14-Aug Producer Price Index JUL 0.3% 0.3% 0.8%
14-Aug PPl Ex Food & Energy JUL 0.2% 0.2% 0.2%
15-Aug Consumer Price Index JUL -0.1% 0.2% 0.5%
15-Aug CPl Ex Food & Energy JuL 0.1% 0.2% 0.2%
15-Aug Initial Jobless Claims 10-Aug 338K 330K 333K
15-Aug Continued Claims 3-Aug 3000K 3018K
15-Aug Empire State Manufacturing Index AUG 7.3 10.0 9.4
15-Aug Industrial Output JUuL 0.4% 0.3% 0.3%
15-Aug Capacity Utilization JUL 77.8% 77.9% 77.8%
15-Aug Philadelphia Fed Survey AUG 13.2 15.3 19.8
16-Aug Houisng Starts JUL 875K 903K 836K
16-Aug Building Permits JUL 900K 950K 911K

16-Aug Consumer Sentiment AUG 854 85.5 85.1



Forecasts

2011 2012 2013 2014 2015
Real GDP (% SAAR) 1.8 2.2 1.8 23 2.5
CPI(YoY %) 3.1 2.1 1.6 2.3 24
CPI Core (YoY %) 1.7 2.1 1.9 2.0 2.1
Unemployment Rate (%) 8.9 8.1 7.6 7.0 6.4
Fed Target Rate (eop, %) 0.25 0.25 0.25 0.25 0.50
10Yr Treasury (eop, % Yield) 1.98 1.72 2.90 3.28 3.64
US Dollar/ Euro (eop) 1.32 1.31 1.31 1.30 1.35
Note: Bold numbers reflect actual data
Kim Fraser Alejandro Vargas
Kim.Fraser@bbvacompass.com Alejandro.Vargas@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 (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.



