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The Fed is ready for QE2...

The main question prior to the FOMC'’s policy statement on Tuesday was how far they would lean in the
direction of additional quantitative easing (QE2). The tone of the statement went further than expected:
The key change was the shift in focus from the economic recovery to the risks of deflation —-the FOMC
acknowledged that current inflation levels are “somewhat below” those consistent with its mandate. The policy
paragraph sent an explicit signal that QE2 is under consideration: the Fed is “prepared to provide additional
accommodation if needed to support the economic recovery and to return inflation, over time, to levels
consistent with its mandate.” A decision is likely to be made in the next meeting to be held in November. By
shifting the focus to the risks of deflation it seems that it takes economic strength in the near future (unlikely)
to stop them from QEZ2 rather than needing new weakness as was the case before the substantive changes
in the policy statement. This week’s US housing sector data —somewhat better than expected— calmed fears,
but jobless claims unexpectedly rose, underscoring the weakness in the labor market.

... in Europe sovereign risk remains high

Europe has been a matter of concern this week as investors are still perceiving a high sovereign risk.
Concerns focus on the Irish banking system and the doubts on whether Portugal would be able to
accomplish its deficit cut plan. Worries were clearly reflected on the higher yields investors demanded
at this week’s debt auctions. Regarding macro, this month’s PMI indicators sharp drop was larger than
expected after the surprising increase in July and a slight fall in August, and adds more evidence to a
further deceleration in the Euro zone economy, in line with our projections.
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Some tools could prevent appreciation pressures on Latam currencies
Dollar weakness has put pressure in Fx crosses. In Latam, goverment measures could moderate the effect.

Europe’s repo market is resurgent

The European repo market has improved significantly, since December 2009 it has increased 25%
up to € 6,979 bn in June 2010. This pick up in repo activity is led by those strongest banks who are
borrowing more through the repo market, while weaker banks still rely on ECB funding.

Capital flows to emerging markets continue

Flows into emerging markets have evolved strong since the beginning of the year, both in equities and
bonds, despite the recent negative surprises in developed areas, driven by those investors seeking higher
returns given not only the low rates in core countries but also the good perspectives in emerging markets.
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Markets move to the tune of central banks and peripheral economies

Central banks’ determination to prevent any sign which might hint towards a recession will continue
to keep long-term rates low, as will the absence of inflationist pressure (not only for this year, but for
forthcoming years too) and low real rates (a sign that risk aversion will remain an issue, especially as
far as the economy, peripherals and Banks are concerned).

Currencies are also still highly exposed to the decisions made by the respective monetary authorities.
A clear example being the dollar’s depreciation of over 2% vs. other main currencies, as is reflected by
the effective exchange rate. The euro appreciated to the same degree.

Meanwhile, equity markets continue to trade an idiosyncratic risk scenario in which Ireland’s and
Portugal’s problems will remain confined to these two economies. This will allow them to continue
consolidating and trading rangebound, regardless of other supports such as: i) share buyback
announcements; ii) the spread vs. risk-free assets which can be seen through the dividend; and iii)
M&A activity.

Interest rates to remain low

Expectations of extensions of the monetary stimuli put in place by OECD central banks should
continue to bolster our outlook of caps on any attempts at rises in rates. The latest FOMC meeting has
reinforced dovish arguments for interest rate curves, not only for the US, but also other regions (Britain
and the Eurozone), which until now had more of an upward bias. In fact, this trend may even affect the
short end of curves (this is significant in the Eurozone, and should therefore bring an end to the upward
trend of recent weeks).

Credit: uncertainty about Ireland and its banking system

The credit markets and especially financials have been under a renewed stress, particularly due
to a possible default by Anglo Irish Bank. This has caused significant volatility in both European
peripheral sovereign countries and Banks (Portuguese Banks mainly). Meanwhile, the primary market
remained fairly strong in terms of volume of issuance, but behaviour in the secondary market has
not been consistent across the board, with some issues widening since the launch. Finally, following
announcement of less stringent Basel Il capital requirements, and after strong initial performance,
Tier 1 has underperformed over the last week across the capital structures of all European financials,
losing some of its gains.
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Financial Seenarios Some tools could prevent appreciations pressures on Latam currencies
Maria Martinez Alvarez Despite the fact that OCDE currencies could suffer some risk of appreciation, after the FOMC'’s
maria.martinez.alvarez@grupobbva.com - statement, most of Latin American currencies could maintain relative stability. In our opinion, this
+34 91537 66 83 could happen on the back of domestic measures that curbs the appreciation movements. Recently

Cristina Varela Donoso comments by some Latin American authorities indicate a certain intervention risk. In this regard,
cvarela@grupobbva.com Brazilian government announces SWF will buy dollar with the intention of moderating appreciation
+34 91 537 7825 pressures. In the same line, Colombian authorities have been forced to resume it's dollar purchase

program. Moreover, Peru government has been forced to step up non traditional measures: increase
in reserve coefficient and further loosening on restriction to AFP foreign asset purchases. Also, there
is some risk of Chilean peso intervention following the movements by its neighbours mentioned
above, even though comments from Chilean president point at the country feels comfortable with the
current CLP levels. Summing up, Latin American authorities resist appreciation pressures with hints of
increased bias towards intervention.

Europe’s repo market is resurgent

The European repo market has improved significantly according to European Repo Market Survey
published by ICMA last week. Since december 2009 it has increased 25% up to € 6,979 bn in June 2010
confirming an ongoing recovery. This figure is above the previous (and highest) amount € 6,775 bn,
recorded in June 2007 before the financial crisis. This pick up in repo activity is led by those strongest
banks who are borrowing more through the repo market, while weaker banks still rely on ECB funding. Itis
also remarkable the fact that a significant number of operations are registered and cleared across Central
Clearing Counterparts which allows reducing counterpart risk. Thus, the cost of borrowing using these
platforms is less than 1% which institutions pay the ECB and below the Euribor 1-month, however not
all institutions have access to these platforms. Regarding Spain, early August LCH-Clearnet (the largest
clearer of repos in Europe) decided to accept Spanish government bonds as collateral for REPOS, and
in August Spanish repo service cleared €130 billion (Spanish banks have around % of Spanish bonds).

This survey refers to data up to 9 June 2010, not providing therefore information about the development of the
funding markets after the maturity 12m LTRO. We consider that this event joined to the extent that financial
risks have eased since June will yield an increase in volumes traded through the repo market in the near
future. Against this background, taking into account European banks return to markets and the improving in
repo activity, we think that such institutions will rely less on the ECB funding in the coming months.

Capital flows to emerging markets continue

Flows into emerging markets have evolved strong since the beginning of the year, both in equities and
bonds, despite the recent negative surprises in developed areas. By contrast, flows into developed
markets have been fallen strongly since May. This trend is driven by those investors seeking higher
returns given not only the low rates in core countries but also the good perspectives in emerging markets,
what may have motivated investors opting to invest in such markets. According to developments
occurred so far this year, if medium and large economies growth (albeit at a slower pace) continues
and concerns about sovereign debt relax (and, of course, maintaining the macroeconomic stability in
emerging countries) we forecast slight risk in this trend to be reversed along the year.
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Calendar: Indicators

Eurozone: Flash estimate inflation (September, September 30th)

Forecast: 1.8% yly Consensus: 1.8% yly Previous: 1.6% yly

Comment: Although inflation slowed in August, we forecast a slight rebound in September due to higher
energy inflation, as a consequence of the base effect as well as higher oil prices and a slight depreciation of
euro. The flash estimate does not provide information about core inflation, but we also expect it to increase
by 0.1pp to 1.1% yly driven by an acceleration in both services and non-energy industrial goods inflation.
We continue to see some upside risks resulting from both the impact of tax hikes and significant industrial
inflation on consumer prices, as well as some strains in food market. Market Impact: A negative surprise
could be seen as a sign of weakness in households’ spending, but a positive surprise could raise fears of
earlier than expected rate rises by the ECB, after positive growth figures.

Eurozone: Unemployment rate (August, October 1st)

Forecast: 10% Consensus: 10% Previous: 10%

Comment: Unemployment is thought to have remained broadly stable in August, supported by the rebound
of economic activity. In addition, hiring intentions from the EC survey declined slightly in August, interrupting
the upwards trend observed since end-2009, while consumer’s unemployment expectations declined
further. However, the trend of unemployment will be to increase slightly in coming months, in line with a
scenario of a weaker activity. Market Impact: A negative surprise would be interpreted as a sign of renewed
downward pressures in economic activity, with negative effects on economic confidence.

US:Consumer Confidence (September, Tuesday 10:00 ET)

Forecast: 53.5 Consensus: 54.0 Previous: 53.5

Comment: Consumer confidence has been subdued since the start of the financial crisis. The index
decreased from 111.2 in February 2007 to its historical low of 25.3 in February 2009. The index is currently
at 53.5 which is still significantly lower than its historical average due to high unemployment, weak labor
market and high uncertainty in business conditions. We expect consumer confidence to remain flat in
September. Market impact: A significant increase in consumer confidence would be a good surprise for
the market and help dispel some of the pessimism in the market.

US: GDP (2Q10 Final, Thursday 08:30 ET)

Forecast: 1.6% Consensus: 1.6% Previous: 1.6%

Comment: Bureau of Economic Analysis (BEA) will release its final estimate of GDP for 2Q10. BEA had
estimated 1.6% annualized growth for 2Q10 and we expect no further revision. Based on the latest data, in
2Q10, PCE increased by 2.0% which is the highest growth rate since 1Q07. However, we keep our baseline
scenario of low PCE growth due to ongoing household deleveraging process, increased uncertainty in the
economy and high unemployment rates. The market will be waiting for the BEA's preliminary estimate for
3Q10 which will be released on October 29. Market impact: Although we do not expect any new surprises,
any significant downward revision would increase doubts over sustainability of economic recovery and
incite double-dip fears.

Mexico: July’s IGAE, (monthly economic indicator)

Forecast: -0.2 m/m sa Consensus: na Previous: -0.4%

Comment: The Mexican “monthly GDP” will point to a slower growth phase at the beginning of 3Q10 after
the peak registered in the previous quarter. Market impact: an incoming phase of more moderated growth
due to weaker US demand is the scenario that the market is considering. Tentatively, a very negative
surprise on IGAE'’s could weight on markets perception of the rhythm of the deceleration of the Mexican
economy and its resilience to US lower growth.

China: PMI (Oct 1st)

Forecast: 53.5 Consensus: 52.8 Previous: 51.7

Comment: Growth momentum has re-gained some strength in the past month as indicated by last month’s
PMI reading, and more recent data in August on industrial production, retail sales, and imports. In line
with these stronger-than-expected indicators, and usual seasonality trends, we expect another strong PMI
reading for September. Market impact: With observers now more relaxed about prospects of a soft-landing
for China’s economy, a significantly weaker PMI reading could put markets on edge, while a stronger
reading might intensify expectations of interest rate hikes or other forms of monetary tightening.
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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.

This document is provided in the United Kingdom solely to those persons to whom it may be addressed according to the Financial Services and Markets
Act 2000 (Financial Promotion) Order 2001 and it is not to be directly or indirectly delivered to or distributed among any other type of persons or entities.
In particular, this document is only aimed at and can be delivered to the following persons or entities (i) those outside the United Kingdom (ii) those with
expertise regarding investments as mentioned under Section 19(5) of Order 2001, (iii) high net worth entities and any other person or entity under Section
49(1) of Order 2001 to whom the contents hereof can be legally revealed.

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 and the rest of entities in the BBVA Group which are not members of the New York Stock Exchange or the National Association of Securities Dealers,
Inc., are 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”.



