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Highlights

U.S. Trade Gap Widens in December as Exports Dip

The U.S. international trade deficit widened more than forecasted in December after shrinking dramatically the
month prior. After reaching the smallest deficit of the year in November, the trade balance moved in the
opposite direction as total exports declined 1.8% in December and imports nudged up 0.3% for the month. This
unexpected drop in exports may influence a downward revision of GDP growth for 4Q13, which initially was
forecasted at 3.2% QoQ SAAR. However, looking at the big picture, the improving trade balance continues to
be a bright spot for the U.S. economy. Even with the dip, exports of goods and services rose 1.4% on a YoY
basis, propelled by the domestic energy boom which has led to an increase in domestic energy production and
subsequently an increase in national petroleum exports.

A continued improvement in the United States trade balance would have an upward impact on the 2014 GDP
figure. One threat to an increasing export figure is economic slowdown abroad, specifically in China, which has
started to show signs of tempered growth from previous years. However, if GDP growth abroad remains
relatively robust, we expect that U.S. exports will play a considerable role in a domestic recovery. Although net
exports only compose about 12% of total GDP, the energy boom is likely to still have a positive effect on GDP,
not only because the U.S. continues to increase exports, but also because cheaper domestic energy should
help boost growth for companies operating in the country.

Another Surprising Jobs Report, but Lack of Clarity Still Stands

Graph 1

Employment reports have been somewhat surprising in recent months, lacking any clear direction for where
the labor market is heading. January’s figures are no different, with payrolls surprising to the downside but the
unemployment rate dropping for the third consecutive month to 6.6%. Even more surprising, the participation
rate ticked back up again to 63.0%, unlike recent trends where falling labor force participation has played a key
role in subsequent declines in the unemployment rate.

January’s report also included historical revisions to nonfarm payrolls. Net revisions were approximately 59M
for the entire series dating back to 1939, though much of this was frontloaded within the past decade.
Throughout 2013, revisions boosted total payrolls by 5.2M, of which 1.5M occurred during 4Q13. In general,
though, revisions had a very minor impact on overall employment trends, as YoY growth rates remain stable
throughout the series.
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Week Ahead

JOLTS (December, Tuesday 10:00 ET)

Forecast: 3.9M Consensus: -- Previous: 4.0M

The recent trends from the latest JOLTS reports suggest that job openings are increasing at a faster rate than hiring,
which is cause for concern with regards to structural unemployment. In November’'s JOLTS report, job openings
increased 70K, reaching the highest level since March 2008. However, hiring remained mostly unchanged, and
private hiring fell by 6K. It is a good sign that businesses are more inclined to hire, but it's discouraging that they are
finding it difficult to find workers with the necessary skillsets for a position. As the economy continues to signs of
robust growth, we will be watching the ratio of job openings to hiring very carefully. After December’s disappointing
job’s report, our expectations for job openings and hires are not quite tilted to the upside.

Retail Sales, Ex Autos (January, Thursday 8:30 ET)
Forecast: -0.1%, 0.1% Consensus: 0.0%, 0.1% Previous: 0.2%, 0.7%

Retail sales surprised to the upside in December as last-minute shoppers made purchases just in time for the holiday
season. Excluding auto sales, which slowed down towards the end of the year, retail sales were a bright spot for the
economy in 2013. High sales numbers are typically a reflection of increased consumer spending, which is essential
for an economy still recovering from the aftershocks of the Great Recession. Furthermore, the large retail sales
improvements seen in recent months are a reflection that consumers are more freely spending and are steadily
becoming more confident in the recovery. After the jump last month, we expect retail sales to drop slightly from
December as consumers take a breath following the holidays and the unusually cold weather has an impact
nationwide. However, we still forecast an upward trend in spending throughout 2014.

Business Inventories (December, Thursday 10:00 ET)
Forecast: 0.3% Consensus: 0.4% Previous: 0.4%

Business inventories have posted MoM increases for six consecutive months in mid-to-late 2013, a sign that
companies are optimistic about future consumer demand and spending. Encouragingly, sales have kept up with
inventories, so the increase in inventories is not due to a lack of sales, and instead appears to be attributed to an
increase in the demand for goods. For December, we expect overall business inventories to remain positive, in line
with the trend set for manufacturing inventory growth during the month. For 2014, we expect that business inventories
and sales will remain strong, as consumer spending continues to propels GDP upward throughout the year.

Industrial Production (January, Friday 9:15 ET)
Forecast: 0.4% Consensus: 0.2% Previous: 0.3%

The industrial production index has posted five consecutive months of positive MoM gains and began experiencing
the biggest YoY gains since mid-2012 during the latter portion of 2013. It is further encouraging that all sectors of
industrial production have contributed to overall gains, as manufacturing, mining, and utilities have all witnessed
healthy YoY growth. Market participants will want to keep an eye on the industrial production figure, because
fluctuations in GDP are often linked to changes in in the index. Specifically, investors will be keeping an eye out on
the manufacturing component of the report, as concerns for the sector have resurfaced after a recent wave of data
pointed to a slowdown. For January, we expect a healthy boost in industrial production, driven primarily by utilities, as
the polar-like weather experienced over the last month has people cranking up their heaters and using more power
than usual. However, manufacturing indicators have pointed to somewhat of a slowdown in growth to start the new
year, and we could see this reflected in the industrial production index as well.

Market Impact

After pulling back nearly 7%, the stock market quietly posted a healthy overall gain for this past week, despite a dull
jobs report that did not see any revisions to December’'s employment figure. Looking ahead, investors should be
taking a good look at the JOLTS report to help make sense of the recent cloudy employment data. Thursday’s retail
sales report will also provide investors with the pulse of consumers with regards to spending now that we are over the
holiday season.



Economic Trends
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Financial Markets
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Financial Markets
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Interest Rates

Table 1 Table 2
Key Interest Rates (%) Key Interest Rates (%)
4-Weeks 4-Weeks
Last  Weekago ago  Yearag Last  Weekago  ago Year ag
Rrime Rate 3.5 3.5 3.05 3.5 IMFed 0.07 0.07 0.07 0.14
) , 3M Libor 0.23 0.24 0.24 0.29
Credit Card (variable) 14.23 14.23 14.23 14.10 6M Libor 033 033 034 047
New Auto (36-months) 257 2.36 244 246 12M Libor 0.56 0.57 0.58 0.76
Heloc Loan 30K 5.38 5.40 5.30 5.39 2yr Swap 0.42 0.46 0.49 0.42
5/1 ARM* 3.08 3.12 3.15 2.90 Syr Swap 1.58 1.61 1.71 1.02
15-year Fixed Mortgage * 333 340 3.56 323 10Yr Swap 2.81 279 2.95 207
30-year Fixed Mortgage 13 43 451 399 S0yr Swap 306 360 378 301
"year ke gage ' ' ' ' 30day CP 0.12 0.12 0.11 0.13
2-year CD 0.81 0.81 0.83 0.75 90day CP 0.12 0.13 0.13 0.17
*Freddie Mac National Mortgage Homeowner Commitment US Source: Bloomberg & BBVA Research

Source: Bloomberg & BBVA Research

Quote of the Week

Barack Obama, President of the United States
Obama Announces Investment Push as he Signs Bill
7 February 2014

"Instead of wasting time creating crises that impede the economy, we’re going to have a Congress that’s ready to
spend some time creating new jobs, new opportunities.”

Economic Calendar

Date Event Period Forecast Survey Previous
11-Feb  Wholesale Inventories (MoM) DEC 0.40% 0.50% 0.50%
11-Feb JOLTS Job Openings DEC 3.9M -- 4.0M
13-Feb Retail Sales (MoM) JAN -0.10% 0.00% 0.20%
13-Feb Retail Sales, Ex Auto (MoM) JAN 0.10% 0.10% 0.70%
13-Feb Retail Sales Control Group JAN 0.10% 0.20% 0.70%
13-Feb Initial Jobless Claims 8-Feb 335K 330K 331K
13-Feb  Continuing Claims 1-Feb 2970K 2968K 2964K
13-Feb Business Inventories DEC 0.30% 0.40% 0.40%
14-Feb Import Price Index (MoM) JAN 0.00% -0.10% 0.00%
14-Feb Industrial Production MoM JAN 0.40% 0.20% 0.30%
14-Feb  Capacity Utilization JAN 79.10% 79.30% 79.20%
14-Feb  University of Michigan Confidence FEB 81.0 80.5 81.2
Forecasts
2012 2015 2016
Real GDP (% SAAR) 1.8 2.8 1.8 2.5 2.5 2.8
CPI(YoY %) 3.1 2.1 1.5 2.3 2.4 2.4
CPI Core (YoY %) 1.7 2.1 1.8 2.3 2.4 2.3
Unemployment Rate (%) 8.9 8.1 7.4 6.8 6.2 5.9
Fed Target Rate (eop, %) 0.25 0.25 0.25 0.25 0.50 1.50
10Yr Treasury (eop, % Yield) 1.98 1.72 3.03 3.37 3.64 4.05
US Dollar/ Euro (eop) 1.31 1.31 1.37 1.30 1.38 1.36

Note: Bold numbers reflect actual data. Forecast revisions pending.
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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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