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¢ Financial markets rallied after Emmanuel Macron, the pro-EU candidate, won the first round of the

French elections (see results), easing concerns about a potential Frexit. Mr. Macron will face off against
Ms. Marine Le Pen, the eurosceptic candidate, in the second round of the elections on 7 May. However,
based on the results of the first round, it is widely expected that Macron will comfortably beat Le Pen
(bookmakers’ odds suggest an 85% probability of a Macron win), easing political uncertainty in France.

¢ As aresult, investors abandoned the cautious stance of the last few weeks, thereby dragging down core

European bond vyields and boosting both European stocks and European peripheral debt, with a
significant narrowing of peripheral risk premiums. The EUR also appreciated significantly, throwing off
fears of a potential euro zone break-up (see).

The increase in European stocks (especially French stocks and in the banking sector) led German
stocks to all-time highs _(see) and spread a noticeable risk-on sentiment through global markets, as
reflected in the performance of sensitive assets. Gold fell appreciably, as it did the JPY, both being
perceived as safe-haven assets. Meanwhile, equity volatility narrowed significantly around the globe.

Despite the fact that the Fitch rating agency downgraded Italy to just two notches above junk last
Friday (see), Italian sovereign debt also benefited from the moderation of political risk in the EMU. On the
other hand, Portugal’s risk premium narrowed sharply after the credit rating agency DBRS decided to
maintain its sovereign credit rating (BBB low),easing concerns about a potential downgrade below
investment grade.

ECB’s Thursday meeting: What to expect?

At its 27 April meeting, we expect the ECB to leave rates on hold.

e During the past month, markets have shifted their expectations of ECB monetary policy significantly

downwards, following the recent dovish comments by central bank officials (reluctant to alter the
expected sequence of exit measures and cooling expectations of an early hike in the deposit rate) and
disappointing inflation figures.

e After the outcome of the first round of the French elections, uncertainties regarding political

developments in the euro area eased somewhat, removing some pressure from the ECB or, at least
allowing it to pay increasing attention to the economic outlook.

e The euro zone economy has been gaining momentum since the beginning of this year, while the increase

in inflation has not so far been a problem. Confidence data continued to surprise slightly upwards over
1Q17, but this positive mood has yet to be confirmed by hard data, especially after disappointing retail
sales and industrial output figures, although trade data point to the economy’s benefiting from the


https://www.theguardian.com/world/ng-interactive/2017/apr/23/french-presidential-election-results-2017-latest
http://www.reuters.com/article/us-global-forex-idUSKBN17P12R
http://uk.reuters.com/article/uk-europe-stocks-idUKKBN17Q167
http://www.reuters.com/article/italy-rating-fitch-idUSL8N1HW0IC
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improvement in global demand. Regarding prices, both headline and core inflation moderated in March
somewhat more than expected, mainly due to the change in the Easter calendar, but they should
increase again in April, though still remaining somewhat below the ECB’s target. Overall, there have not
been any significant changes in the economic outlook over the past month, so we do not expect any
significant adjustments in the ECB’s assessment of the macroeconomic outlook, especially as inflation
pressures are still subdued.

In the April meeting, the Governing Council (GC) will maintain a cautious mood regarding any change in
the monetary policy stance, along the lines of the March meeting minutes and ECB members’ recent
speeches. However, the central bank is expected to gradually reassess its forward guidance as
economic conditions improve.

Thus, in the short term, it is probable that it could adopt a neutral bias regarding interest rates (removing
the downward bias) although maintaining a very cautious stance. Probably it will wait until the June
meeting to make changes in its communication, but we cannot rule out its doing so at this week’s
meeting. Regarding the normalization process, our baseline scenario remains unchanged: changes in
forward guidance at the coming meetings, tapering talks by summer, slower pace of asset purchases to
start by early 2018, QE to end by mid-2018 and rate hike cycle to start by end 2018. In all this process,
communication will be key, trying to avoid any “taper tantrum”.
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Table 1



BBVA Research’

Developed Markets
US @-yr)
us

GER 2-y1)
Germany

France

exi
peru
Poind
Russia
Turkey
India
Indonesia

level Weekly Monthly YTD
France. 50 185 229 11 3
tay 185 157 278 1 26
Portugal 323 261 469 54 39
Spain 128 166 244 2 12
2-yrsovereign spread vs Germany
France. % 241 278 3 15
taly 6 149 202 5 4
Portugal 107 150 191 34 40
Spain 47 139 206 6 -1

Emerging Markets Daily _Weekly Monthly YTD

5-yr sovereign CDS *

Brazil 21 3 2 15 51
Chie 78 1 2 1 -4
Cobmba 134 1 o 10 29
Mexico 129 2 o 13 28
Pery 104 1 1 4 -
Venezuela 3561 71 71 82 345
Polnd 1 1 1 ©
Russi 162 1 5 15 14
Turkey 228 0 3 7 45
cnm 86 3 2 1 31
104 o 4 4
\nd\msla 132 2 5 0
11 221 22 13
VSTOXX 6 353 31 8
EMEFT volatiity Index 6 187 19 10 19
Doler/euro volatiity 8 367 39 A 21
EM FX voatiity index 9 21 4 3 20
Credi spread (BAA) (bps) 225 1 s 4 5 1
US bonds votiky index 9
Ianllng!vms (ops) * Inlly waekly Ihmty YD
51 0.1
EZ 1M as 5 o 3
UK 79 03 2 3 1
Large Sparish 105 01 1 a 1z
Medium Spanish 165 0.8 [
[Corporate 5y CDS (bps) * [ mm Ilmﬂty YD
US Nonfinancial 152 0.1
EZ Non-francl 5 o

EONIA Index 036 0.00
Eurbor 3m 033 000 cu o.u 0.0
Euribor 12m 012 000 00 00 00
Libor 3m 116 000 00 00 02
Libor 12m 174 001 00 04 01
EZTED spread 3m 477 180 05 135 187

Stock markets (%)

level
S&P500 2370 09 09 1 4
Dow Jones 20742 09 05 0 4
Nikkei 18876 14 28 1 -
FTSE 100 7265 21 09 A 1
EuroStoxx 50 3577 40 37 4 8
1BEX. 10767 38 43 4 14
DAX 12455 34 29 3 B
cAc 5260 4.1 39 5 s
MIE 20684 42 46 3 5
ASE Athens. 683 17 00 7 4
MSQl Latam * 76280 01 02 o 4
Ibovespa @Brazi) 64508 13 04 2 5
] 49465 10 09 2 6
MSCl EM Europe * 4799 04 12 2 5
Poland 2207 15 28 3 15
Micex Russia) 1980 18 19 3 A3
Ise 100 (Turkey) 93803 15 35 4 23
C1 EM Asia * 762 05 03 0 °
Shanghai Com (China) 3130 14 29 ] 4
Jakarta (Indonesia) 5664 12 09 2
Banking sector level nally Weekly Monthly _ YTD
US banks 1169 0 2
M 874 34 17 0 1
Citi 503 27 05 2 3
BoA 25 34 30 2 2
Ms 433 35 43 2 Bl
G5 2237 31 A4 4 8
EZbanks 133 88 137 8 7
BNP 667 75 143 9 6
Crédit Agricole 138 109 157 12 12
Deutsche Bank 170 92 123 8 4
ING 151 60 94 s s
Intesa, 27 75 108 6 6
G 509 99 169 7 5
Unicredito 154 132 198 7 10
UK banks 8.4 36 35 1 2
HSBC 6383 23 09 1 5
RBS 2493 40 92 4 6
Barchys 2192 54 31 2 7
u 662 29 56 3 2
Large Spanish banks 914 66 102 5 17
Santander 6.0 58 93 5 17
BBVA 76 723 1A 6 17
Medium Spanish banks 827 a1 8.7 3 13
Cababank a1 44 96 4 25
Popular 07 16 124 25 30
‘Sabadell 18 51 112 4 28
Bankinter 83 33 53 7 10
C 1.1 46 94 2 8

USDIDR (Indonesi) 13310 01 02 01
ADXY

Brent 2 9
wix 49 64 3 7
Copper 255 a7 3 o
Gold 1275 F 07 2 10
$6P Spot commodiy * 383 E 41 1 3
S&P Brent Spot * 446 1 62 4 7
S&P Metals Spot * 37 0 09 4 4
S&P Agricutural * 288 19 1 4

Flash



BBVA Research’



BBVA Research’

Flash

Developed Markets Month  YTD
US @-yn) 3
us 15 7
GER 2y 4 8
Germany 10 5
21 2
a3 9
9 31
61 62
95 a4
6 2

35 4
Weekly Monthly  YTD
7 33

18 44
28.0 75
29.0 71
9.5 56
3.4 74
Developed Markets ‘Weekly Monthly YTD
10-yr sovereign spread vs Germany
Spain 128 166 244 2 12
2-yrsovereign spread vs Germany
France 26 -24.1 278 3 15
Italy 65 14.9 20.2 5 4
Portugal 107 15.0 19.1 34 -40
Spain 47 13.9 20.6 1
5-yr sovereign CDS *
Brazil 22 3 2 -15 51
Chie 78 -1 2 4
Cobmbia 134 Al 0 -29
o I
. S A
= =
Russia 162 1 5 15
Turkey 228 [ 3 7
China 86 3 2 1
India 104 0 4 -4
Indonesia 132 2 5 0

vIX 1 221 22 3 0
VSTOXX 16 353 31 8 o
EMEFT volatiity Index 6 187 19 10 9
Dolbrfeuro voletity 8 367 39 A 21
EM FX votiity index 9 21 4 3 20
Credit spread BAR) (bps) 26 18 4 5 1
US bonds volatiity index 77 4.5 9 18 1
Banking 5y CDS (bps) * level  Daily Weekly Monthly YTD
Us 61 01 1 6 10
£z 1 a6 5 o 3
UK 79 03 2 3 1
Large Spanish 105 01 1 8 12
Medium Spanish 165 08 0 o 13
Corporate 5y CDS (bps) * level  Daily Weekly Monthly YTD
US Nonfinancial 152 0.1 1 6 10
EZNonfiranchl 102 16 5 o 3
UK Norrfinancial 122 0 2 2 3

EONIA Index 036 000 00 00 0.0
Eurbor 3m 033 000 00 00 00
Euribor 12m 012 000 00 00 0.0
Libor 3m 116 000 00 00 02
Libor 12m 174 001 00 01 01
EZTED spread 3m 47.7 180 05 135 187

Stock markets %)

level _ Daily _Weekly Monthly

S&P500 2370 09 09 1 4
Dow Jones. 20742 09 05 )
Nikkei 18876 14 28 Bl 4
FTSE 100 7265 21 09 A 1
EuroStoxx 50 3577 40 37 4 8
IBEX 10767 38 43 4 14
DAX 12455 34 20 3 B
CcAC 5260 4.1 39 5 B
Mg 20684 48 46 3 5
ASE Athens 683 17 00 7 a
MSCl Latam * 76280 01 08 0 a
Ibovespa @BraziD 64508 13 04 2 5
Mexbol 49465 10 09 2 6
MSCI EM Europe * 4799 0.1 12 2 5
Poland 2297 15 28 3 15
Micex Russia) 1980 18 19 3 13
Ise 100 (Turkey) 93803 15 35 4 23
MSCIEM Asia* 762 05 03 0 9
Shanghai Com (China) 3130 4 29 a4 Rl
Jakarta (ndonesia) 5664 12 09 2 7
US banks 1169 3.2 16 0 2
M 874 34 1.7 0 1
Cii 503 27 05 2 3
BoA 25 34 30 2 2
Ms 433 35 43 2 1
GS 2237 34 11 -4 8
EZbanks 1133 88 137 8 7
BN 667 75 143 9 6
Crédit Agricole 138 109 157 12 12
Deutsche Bank 170 92 123 8 4
ING 151 60 o1 B B
Intesa 27 75 108 6 6
6 509 99 169 7 5
Unicredito 154 132 198 7 10
UK banks 8.4 36 35 A 2
HSBC 6383 23 09 A E
RBS 2493 40 92 4 6
Barchys 2192 54 31 2 7
Uoyds 662 29 56 3 2
Large Spanish banks 914 66 102 5 17
Santander 6.0 58 93 5 17
BBVA 76 73 1 6 17
Medium Spanish banks 827 a1 87 3 13
4
2

Emerging level _ Daily Weekly Morthly Year

USDARS (Argentina) 1545 02 16
USDBRL (Brazi) 313 07 08 05 3
USDCLP (Chile) 655.00 0.4 14 12 2
USDCOP (Colombia) 2875 0.1 08 15 3
USDMXN (Mexico) 1869 06 11 12 13
USDPEN (Peru) 324 02 02 00 )
6596 0.3 09 06 7

JSDPLN (Poland) 391 16 19 11 6
USDRUB Russia) 5587 14 01 26 7
USDTRY (Turkey) 358 18 34 16 0
USDCNY (China) 688 00 01 00 1
USDINR (India) 6444 03 01 17 5
USDIDR (Indonese) 13310 0.1 02 01 1
ADXY 1055 0.1 00 0.1 2

Brent 517 X 67 2
wrx 49 § 64 3 7
Copper 255 17 3 0
Gold 1275 07 2 10
S&P Spot commadiy * 383 E 41 1 3
S&P Brent Spot * 446 62 4 7
S&P Metals Spot * 317 -0 09 4 4
S&P Agricutural * 288 . 19 A 4



BBVA Research’

Flash

Source: Bloomberg, Datastream and Haver
* With one day delay

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 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
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



BBVA Research’

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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