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Daily Mexico
English-Spanish Daily On-line 8 pages

A document offering a comprehensive outlook and analysis, including a technical outlook of events and daily movement in 
the (Fixed Income and Corporate) and Forex. 
This analysis is accompanied by a Strategic Global Outlook which puts each valuation and product recommendation into 
context. This is a practical guide for following the markets without losing sight of the underlying issues, allowing readers to 
judge the magnitude of the events in question.

Latin American Insights
English Weekly On-line Variable no. of pages

Periodic publication focusing on cross-asset themes across Latin American countries. The report analyses the impact of 
external and macro conditions on domestic policy-making and asset valuations. It also focuses on relative value trades 
between asset classes and countries.

Rise in risky assets, but intraday volatility 
prevails
•	 Markets are positive again on a combination of 

monetary policy news from the ECB, agreements in 
Greece and US economic data; however, some caution 
prevails.

•	 January inflation does not change the market’s 
expectation. Pressures from volatile components 
and some core items linked to the exchange rate put 
pressure on January’s reading.

•	 The MXN appreciates again due to a slight increase in 
global risk appetite. The risk of profit-taking continues, 
and we would go long on the MXN again at levels of 
12.80.
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Strategic outlook
Ongoing appetite for risk, but signs of an exhaustion are more evident now.

After 3 days of no relevant global news or economic data, different factors drove forex markets during 
Thursday’s session. First, Greece-related news were mixed. Markets opened on an upbeat tone with 
optimism on the austerity measures announced on Wednesday, but turned around this sentiment by noon 
after finance ministers declared a deferral of the ratification of another bailout plan until completing such 
actions. In addition, US jobless claims were slightly lower than expected and boosted risk appetite, but the 
revision in last month’s reading curbed the initial upward reaction in risky assets.

Another important driver for forex markets was the ECB’s monetary policy rate decision and the subsequent 
speech from president Draghi. As expected, rates were unchanged and better still, he said the Committee did 
not discuss a change in interest rates. Draghi noted there were still downside risks to the economy, but also 
some “tentative signs” of economic stabilization. The ECB’s inflation outlook remained broadly balanced. Also 
of note, the ECB president suggested the amount of the second 3-year LTRO slated for the end of February 
would be similar to the first round from Q4/11.

Locally, January’s inflation data surprised slightly on the upside (0.65% vs. 0.71%e), but markets did not 
react to it. Mexican equities, fixed-income assets and currency gained ground on stronger risk appetite, but 
changes are still marginal if compared with January’s trend.

Key Upcoming Data and Event Highlights for the Next 24 Hours

US U. of Michigan consumer confidence index.

EU News on the restructuring of Greece’s debt. 

PLEASE SEE ANALYST CERTIFICATION AND OTHER IMPORTANT DISCLOSURES ON PAGE 7 OF THIS REPORT
This document has been produced by BBVA Bancomer, S.A., Institución de Banca Múltiple, Grupo Financiero BBVA Bancomer
For further information please contact the areas listed in this document. No part of this report may be copied, conveyed or distributed into the countries in which distribution is prohibited by law, or furnished to any 
person or entity in those countries. The failure to comply with these restrictions may breach the laws of the relevant jurisdiction..
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Mexico: MXN > Mbonos > UMS   
Ranking Mexican assets for new balance of risks 
 

We have been positive on the macro story in Mexico over the last couple of months, and expect 
the positive dynamics to push Mexico to outperform its peers, especially Brazil, across a few 
assets. For the most recent comparison between the two, please see the March 13 Latam Insights.  

However, given the improving global environment, both in terms of growth and risk appetite, the 
relative performance between Mexican assets is likely to shift significantly over the medium-term 
(we have in mind the next 12 to 18 months).  

Here we highlight a few key reasons why we have higher expectations over this time frame for 
the MXN than for the local rate market, which in turn we believe will outperform USD Mexican 
sovereign debt (UMS). Please note that in many cases we still see more value in Mexico vs. other 
counties in each asset class, but the goal here is to rank across Mexico’s individual assets.  

The first point is that, for the most part, Mexican assets will be driven by external factors to a 
larger extent than in other countries, such as Brazil and Colombia, where the degrees of freedom 
for fiscal and monetary policy are greater.  

Sure, we have Mexican Presidential elections in a few months, but we think that when we look 
back 18 months from now, the outright performance of each asset will be highly correlated to the 
global performance of its asset class. In other words, the election might affect the relative 
performance of Mexican spreads vs. other EM sovereigns, but at the end of the day where US 
Treasuries end up will likely determine the bulk of the total return for Mexican debt. 

With this in mind, below we highlight a few factors that in our view will drive the relative 
performance across assets:  

 

Three reasons why we prefer local rates to USD sovereign bonds: 

#1. The negative risks from higher US rates are asymmetric to UMS 

#2. Carry valuations are more attractive for local yields 

#3. There is more space for structural inflows into the local curve 

 

Three reasons why we prefer the peso to local rates: 

# 1. The room for monetary policy accommodation has declined substantially 

#2. Relative positioning remains more favorable to the peso 

# 3. Improved conditions for the US consumer should support real inflows into Mexico 

 

We explain each of these factors in detail below.  
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LatAm makes the difference
•	 LatAm remains the strong argument in Telefónica’s investment case. It accounts 

for 49% of Telefónica’s EBITDA and there are no signs of deceleration. In Brazil, 
Telesp-VIVO synergies look largely on track (EUR4.4bne), and despite Telesp’s still 
difficult situation, our CAGR for LatAm 10-12e is +9.7% (+5.1% pro-forma).

•	 In Spain, changes in consumer behaviour are set to maintain pressure and 
postpone recovery. But Telefónica is moving ahead. Its network upgrade and the 
further restructuring should help to moderate declines beyond 2012e. However, 
the rest of 2011e is likely to be as tough as 2010 (Org. EBITDA 11e:-6.6% YoY). 

•	 We have revised our estimates downwards: % rev. Ord. EBITDA 11e -3.8%, 12e 
-5.7%), % rev. EPS 11e -14.5%, 12e -19.4% (due to higher D&A). Nevertheless, the 
very positive outlook for LatAm should still sustain mid-single digit growth in 
the bottom line (CAGR Ord. EPS 10-13e +5.9%), and FCF should be sufficient to 
support a more than attractive remuneration policy (yield 11e: 9.5%). 

•	  We have set a new TP at EUR21.5 (down from our previous EUR24.0), but still 
offering c.20% upside potential. The LatAm exposure and management track-
record give credibility to our estimates. The yield is attractive and the valuation 
appealing. We reiterate Outperform.  

TEF SM / TEF.MC - Telecommunication Services

Closing price as of 9 May 2011: EUR16.93 Outperform

Company update

Stock Market Performance  
(-3y until last close)

Source: Bloomberg

Rating record (-3y or  
since initiating coverage)

 (06/06/2007) O (26/05/2008) 
MP (17/09/2009) O

Basic Data

Market Cap (EUR mn) 1,037,901

Number of shares (million) 4,564

Average daily volume (EUR mn) 458.7

 2010 2011e 2012e 2013e
EPS (EUR) 2.24 1.65 1.64 1.84

Ord. EPS (EUR) 1.57 1.68 1.76 1.84

DPS (EUR) 1.40 1.60 1.75 1.75

P/E (x) 7.61 10.3 10.3 9.2

Ord. P/E (x) 10.9 10.0 9.6 9.2

P/C F(x) 9.40 9.62 10.6 8.03

P/BV (x) 3.17 3.18 3.24 3.19

EV/EBITDA (x) 5.99 5.50 5.51 5.17

FCF yield (%) 10.6% 10.4% 9.4% 12.5%

Dividend yield (%) 8.3% 9.5% 10.3% 10.3%

Source: Datastream, company data and BBVA Research estimates

Iberian Flash
English Daily E-mail Variable no. of pages

The Iberian Flash is a daily product which includes all of the most important news in the last trading day and before the 
market opens on the day in question, together with a summary of BBVA reports published on the companies in our universe 
of coverage in that period. It also includes tables with market prices and valuations of the companies covered, and lists 
of recent reports published and marketing events we are planning. In short, it provides an overview of all BBVA Research 
publications and activities.

Company News
English-Spanish Variable E-mail Variable no. of pages

Company newsflow, more concise than either conventional reports or notes (see below). The purpose of this product is to 
give investors a quick response to company, sector or macro news or events that may affect share prices in the very short 
term, and thus maximize the flexibility of their own response.

Company Report
English Variable On-line Variable no. of pages

Reports can vary in length and style. Shorter notes will contain a concise but detailed analysis of the impact of business, 
sector or macro news concerning a particular company, and how it might be affected by recent events. The note may also 
include revised estimates and/or a change of recommendation. Longer notes are very standardised in terms of format, set 
out our full investment case and contain a more in-depth analysis of the current situation of a company, including updates 
on the sector and competition scenarios. They may also include revised estimates and/or a change of recommendation.

Spain & Portugal

Iberian Flash

REFER TO IMPORTANT DISCLOSURES ON THE LAST TWO PAGES OF THIS REPORT
Banco Bilbao Vizcaya Argentaria, S.A. is a legal person incorporated under Spanish law. BBVA is not a member of the FINRA and is not subject to the rules of disclosure aff ecting such members. The persons who 
have prepared and or contributed to the preparation of this Report are not registered members of the FINRA. No part of this report may be copied, conveyed or distributed into the United States of America or 
furnished to any person or entity in the United States. The failure to comply with these restrictions may breach the laws of the US.

Madrid, 11 May 2011, Market Analysis, Equity

Market Observer

 Close %last %3m %YTD

IBEX35 10,474.4 0.8% -2.9% 6.2%
PSI 20 7,723.1 -0.6% -2.9% 1.8%
DJ EURO 50 2,939.0 1.3% -2.9% 5.2%
EURO/USD 1.44 0.3% 5.9% 7.7%
BRENT 6M $bbl 117.6 1.7% 15.8% 24.7%
SP 10Y Yield (%) 5.28 -0.9% -1.0% -
PT 10Y Yield  (%) 9.71 0.4% 33.1% -
Euribor Yield  (%) 2.15 0.0% 25.9% -

Iberian League

Yesterday’s
Close
(EUR)  %last %3m %YTD

5 Best      
NH Hoteles                    5.8 11.6% 17.7% 72.0%
Endesa                        24.1 4.8% 5.9% 27.3%
Tubacex                       3.0 3.8% -0.2% 20.4%
Indra                         15.8 3.7% 9.1% 23.6%
Telecinco                     6.7 2.8% -15.6% -16.0%
5 Worst     
Almirall                      7.8 -2.4% -1.8% 14.2%
Azkoyen                       2.4 -2.3% 1.1% 15.6%
Prisa                         1.9 -1.3% -15.6% 23.9%
Brisa                         4.5 -1.1% -1.5% -8.2%
EDP Renovaveis                4.9 -1.1% -4.7% 11.0%
Source: Bloomberg

Stock Watch

TOP 
PICKS:

Close  
(EUR)

YTD 
(%)

TP 
(EUR)

Upside 
Pot. (%) 

Large Caps     
Repsol                        23.1 13.1% 30.0 29.8%
Grupo Santander               8.2 5.4% 11.5 40.6%

Small Caps     
Caf                           413.5 6.0% 520.0 25.8%
C. Occidente            17.3 35.0% 23.0 32.9%
Jazztel                       4.3 20.6% 5.0 16.8%
NH Hoteles                    5.8 72.0% 6.3 7.9%
Vueling                       9.3 -4.5% 16.4 76.5%

Top 5 
Yielders

 Close 
(EUR) 2010e 2011e

Telecinco                     6.7 9.8 12.0
Antena 3 TV                   5.8 9.5 11.8
Telefonica                    16.9 9.2 10.3
BME                           22.0 9.0 8.2
Duro Felguera                 5.7 7.6 7.8

Source: BBVA Research estimates
* Prices in the tables above are closing prices as of the day prior to 
the date of this report.

In the Spotlight
NH Hoteles: Strategic agreement with HNA (see our report 
published 11/05/2011)
HNA to buy 20% of NHH for EUR432mn and intend to develop a 
hotel management company in China, reinforcing NHH’s balance 
sheet, giving NHH exposure to fast-growth mid/upscale hotel 
business in China, creating cross-selling opportunities in Europe and 
improving NHH’s position in terms of sector consolidation. Estimates 
revised, TP increased to EUR6.6/share. Outperform.

Company News
Almirall: 1Q11 operating results in line

Amadeus: Confidence in 2011 guidance (see our new report 
published on 5/11/2011)

Cimpor: Results in line with our estimates

ACS: Results in line: good order intake and working capital under 
control

Viscofan: 1Q11 results in line

Next Marketing Events
• Telecoms: 25 May
• Jazztel: 30 May
• Vueling: 8, 29, 30 June
• Inditex: 23 June

Iberian Summary Valuation
Market Multiples

Equity
Market Analysis / Spain
11 May 2011

Isabel Carballo 

Viscofan icarballo@grupobbva.com 
+34 91 374 32 69 

(Market Perform TP: EUR28.2. Closing price as of 09/05/2011 EUR29.72)
 

1Q11 results in line 
1Q11 sales +7% (+11% in 4Q10) with Casings +7% and Vegetables +5%. EBITDA +8% (in line). 
28.2% EBITDA margin at Casings (25.2% in 4Q10). Net profit +15% (also in line with estimates). 
After these 1Q11 results in line with our expectations we see no reason to raise our numbers and 
reiterate our Market Perform rating on the stock (TP EUR28) which leaves no upside potential from 
current levels. 

 1Q11 sales +7% (+11% in 4Q10) with Casings +7% and Vegetables +5% 
Viscofan released its 1Q11 results yesterday after the market closed with group sales +7% 
(+11% in 4Q10) to EUR157mn (in line with estimates). Casing sales +7% (+14% in 4Q10) to 
EUR119mn (fully in line) and Vegetables sales +5% (vs. -2% in 4Q10) to EUR38mn (7% above 
our estimates). Sales in the Casings business benefited from improving volumes in all casing 
segments, especially in collagen, and a positive FX contribution (+3.6%). 

 EBITDA +8% (in line). 28.2% EBITDA margin at casings (25.2% in 4Q10)
1Q11 EBITDA +8% to EUR39mn (in line) with EBITDA margin reaching 24.9% (vs. 22.8% in 
4Q10). In Casings EBITDA improved +8% (vs. +13% in 4Q10) to EUR30mn (in line) reaching a 
28.2% margin (vs. 25.2% in previous quarter). EBITDA at the Vegetables business improved 
by +2% to EUR1.4mn or a 6.1% margin, in line with our EUR1.5mn forecast. Net profit +15% to 
EUR22mn, also in line with our estimates. Net debt of EUR57mn (vs. our FY11e estimate of 
EUR7mn). 

 Market perform 
1Q11 operating results came in in-line with our estimates and we see peak margins at Casings in 
1Q11 and no reason to change our estimates for the rest of the year. We reiterate our Market 
Perform recommendation as our EUR28.0 target leaves no upside potential from current market 
levels.

Ticker 
Mkt. Cap.
(EUR mn) P/E 2011e P/E 2012e

EV/EBITDA
2011e

EV/EBITDA
2012e

EPS CAGR 10-
13e DY 2011e

VIS SM Equity 1385.06 15.07 14.45 8.4 7.64 6.63 3.12%
 Source: BBVA Research estimates 

Q1 10 chg (%) Q1 11 Q1 11e Dif. (%)
Sales 147.3 6.7% 157.2 154.5 1.8%
EBITDA 36.3 7.8% 39.1 38.7 1.2%
Depreciation (9.7) 2.4% (9.9) (9.7) 2.4%
EBIT 26.6 9.8% 29.2 29.0 0.9%
Net financial result (1.3) (80.4%) (0.3) (0.5) (50.9%)
Extraordinaries 0.0 n.s. 0.0 #DIV/0!
PBT 25.3 14.4% 29.0 28.5 1.8%
Taxes (6.4) 11.8% (7.1) (7.1) (0.2%)
Net profit 19.0 15.3% 21.9 21.4 2.4%
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The winning LatAm CRM player
•	 Atento is the leading Customer Relations Management (CRM) service provider 

in the LatAm market. The company generates the majority of its business 
in LatAm, which accounts for c.84% of revenues (Brazil 54%, rest of LatAm 
including US 30%) and c.88% of headcount.

•	 Atento is exposed to growth markets with strong fundamentals (strong LatAm 
macro trends, secular decline of in-house CRM, rise in non-English speaking 
off-shoring) where it holds a leadership position (#2 in Brazil, #1 in LatAm ex-
Brazil, #2 in Spain). Atento benefits from both strong consumer and corporate 
spending (CRM business is ultimately linked to consumer activity and Atento’s 
business is B2B).

•	 The company has a portfolio of 550 corporate clients (364 groups). Revenue 
exposure to the Telefónica Group has been falling over time from the original 
90% in 1999, but remains high (c.50%). Nevertheless, the relationship is 
governed by an extendable framework agreement that runs until 2016 that 
gives Atento preferred supplier status, except where prevented by regulation. 
In any case, Atento has numerous contracts with many different Telefónica 
subsidiaries and has no material exposure to any single contract.

•	 Atento has consistently outpaced the rest of the market, overtaking the 
competition and from a global #4 position in 2006 it is now the global #2 in 
revenue terms. 

•	 We think that Atento should be able to continue to outpace the market thanks 
to its clear competitive advantages: i) scale; ii) cross-selling and up-selling 
capabilities; and iii) footprint. We are forecasting a revenue CAGR 10-14e of 
+11%e (vs. a blended market CAGR 10-14e of +8.8%).

•	 In our view, Atento generates above industry average EBIT margins for 
structural reasons (business mix, efficiency, back-office processes and 
automation). We see scope for further margin expansion thanks to i) improved 
business mix; ii) favourable regional mix; iii) right-shoring capabilities; and iv) 
efficiency improvements. We expect EBIT margins to reach double digits in 
2012e and 11.2% in 2014e.

•	 The combination of top-line growth and EBIT margin expansion is driving 
solid net profit growth (CAGR 10-14e +20.5%). Low capital requirements (long-
term capex to sales of 4.5%e) are reflected in a strong cash flow generation 
profile (free cash flow CAGR 10-14e 74%), which provides scope for attractive 
shareholder remuneration.

Madrid, 10 May 2011
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Tough environment remains; Ferrovial 
stands out
•	 Construction	declines	will	continue…	and	have	an	important	impact	on	

companies	in	the	sector

We maintain our cautious view on the Spanish construction sector and after updating our 
estimates, Ferrovial remains our top pick. The Spanish construction sector is likely to see 
further revenue declines and to continue consuming working capital during 2011 (we expect 
double-digit declines) and most likely beyond. Companies have diversified and have to a 
certain extent prepared for such a situation. However, the exposure of both cash flow and 
valuation is sometimes still higher than suggested by some profit breakdowns. Negative 
surprises could therefore have a material impact on some companies in the sector, giving a 
negative skew to their risk-reward profile.

•	 Pressure	on	de-leveraging	is	increasing	so	action	will	need	to	be	taken

As interest rates rise and banks seek to de-leverage and try to rebalance their sector exposure, 
we expect financial conditions in the construction sector to remain demanding. This is likely to 
translate into further pressure on companies to sell assets and restructure their debt maturity 
timetables, a process entailing some execution risk that in our view is not equally reflected 
at all companies in the sector. Ferrovial has already made material progress regarding this 
de-leveraging process and additional disposals are in the pipeline for the next 12 months. 
Other companies in the sector are proving slower or more reluctant to reduce their financial 
leverage, something which we expect to be a drag on their share-price performance.

•	 Best	way	to	play	the	sector	is	through	relatives:	Ferrovial	is	our	top	pick

Valuations in the construction sector can vary significantly due to the generally high financial 
leverage. However, using a Sum-of-the-Parts methodology and applying similar criteria to 
similar businesses, we see more upside potential (20%) in Ferrovial than its peers (8% on 
average). In addition, the company’s lower exposure to a potentially tougher than expected 
deterioration in construction, as well as its recent financial de-leveraging and debt refinancing 
lead us to see lower risks in this valuation, and a more attractive risk-reward profile. Ferrovial 
is therefore our top pick in the sector: Outperform, target price EUR11.1 (20% upside potential) 
See Table 1.

Table 1

Main	ratios

TP 
EUR/sh

Price 
10/05/11

Up / 
Down

EV/EBITDA P/E

Comp. Rating 2011e 2012e 2013e 2011e 2012e 2013e

ACS Market perform 37.4 33.8 11% 4.3x 5.5x 5.3x 10.6x 11.4x 10.7x

FCC Market perform 22.7 21.6 5% 7.0x 6.7x 6.3x 10.7x 10.2x 9.6x

Ferrovial Outperform 11.1 9.2 20% 10.6x 10.3x 9.3x n.m. n.m. n.m.

OHL Market perform 28.1 26.1 8% 8.7x 8.1x 7.3x 11.7x 12.2x 9.9x

Source: BBVA Research estimates

Madrid,	13	May	2011

Market	Analysis
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Madrid, 30 May 2011
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Small & Mid Caps

Top Picks

•	 CAF

•	 Catalana Occidente

•	 Jazztel

•	 NH Hoteles

•	 Vueling depósitos
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Sector Report
English Variable On-line Variable no. of pages

Longer reports providing investors with an in-depth analysis of a sector and how the outlook may have changed due to 
new regulatory, macroeconomic or geo-political scenarios and other factors, either domestic or global. These reports also 
include reports on the individual companies in the sector.

IPO Reports
English Variable Posted by mail Variable no. of pages

Long reports providing a very detailed analysis of the company which is the subject of the IPO. The form of these reports 
(cover, printing, etc.) is generally more elaborate than any of the above products.

Small Caps
English Six-monthly On-line Variable no. of pages

Biannual reports which include individual, systematic and standardized reports on each of the small and medium
caps companies that we cover, and more in-depth analysis of our Top Picks. The Small Caps report also includes
a macroeconomic overview, an overview of each sector, a more detailed macro-analysis of Iberia and LatAm and
a review of our equity strategy. This is the most extensive of our Equity Research products and is also presented
at our annual investor conference in London.

Markets
	 LatAm

Global Equity
	 Equity Europe
		  Equity Derivatives
	 Equity LatAm

Global Credit
	 Credit Europe
	 Credit LatAm

Global FX
	 G10 & Asia FX
	 LatAm Fx

Macro &  
Sovereign Bonds 
	 M&SB Europe
	 M&SB LatAm



Page 6* The data, recommendations, prices and images herein contained are only examples included for information purposes and do not reflect the current situation.

Product index
Market Analysis

Product Catalogue
Companies 
come out on top
Equity Strategy 2011

REFER TO IMPORTANT DISCLOSURES ON THE LAST TWO PAGES OF THIS REPORTO
BBVA Global Markets Research, S.A. is a legal person incorporated under Spanish law and is not a member of the New York Stock Exchange or the NASD. The persons who have prepared and or contributed 
to the preparation of this Report are not  registered members of the NASD.

Mayo 2011

Joaquín García Huerga, CFA Estratega Jefe de Renta Variable Europea I jghuerga@grupobbva.com I 91 374 68 30

Nicolás Trillo Coordinador Económico de Europa I nicolas.trillo@grupobbva.com I 91 537 84 95

REFER TO IMPORTANT DISCLOSURES ON THE LAST TWO PAGES OF THIS REPORT
Banco Bilbao Vizcaya Argentaria, S.A. is a legal person incorporated under Spanish law. BBVA is not a member of the FINRA and is not subject to the rules of disclosure affecting such members. The persons who have prepared and or contributed to the 
preparation of this Report are not registered members of the FINRA.

Battling strong 
headwinds, but value 
in European equities
April 2011

Joaquín García Huerga, CFA European Equity Chief Strategist I jghuerga@grupobbva.com I +34 91 374 68 30

Nicolás Trillo European Macro Chief Strategist | nicolas.trillo@grupobbva.com I +34 91 537 84 95

European Equities

Spain: Why now?

February 2011

Joaquín García Huerga, CFA Estratega Jefe de Renta Variable I jghuerga@grupobbva.com I 91 374 68 30

Javier Requena javier.requena@grupobbva.com I +34 91 537 83 99

REFER TO IMPORTANT DISCLOSURES ON THE LAST TWO PAGES OF THIS REPORT
Banco Bilbao Vizcaya Argentaria, S.A. is a legal person incorporated under Spanish law and is not a member of the New York Stock Exchange or the NASD. The persons who have prepared and or contributed to the preparation of this Report are not
registered members of the NASD.

European Equity

Annual Strategy Report
English-Spanish Yearly On-line Variable no. of pages

Global overview of the markets and how this affects our equity strategy.

European Strategy Report
English-Spanish Quarterly On-line Variable no. of pages

Comprehensive analysis of stock markets and explanation of the strategy proposed for the coming months. Includes a 
valuation of the main stock market indices and sector asset allocation. The starting point is the drivers that may be priced into 
markets in coming months, and it combines two focuses – top-down and bottom-up – in order to offer a combined outlook.

Spanish Strategy Report
English-Spanish Quarterly On-line Variable no. of pages

Analysis of the main variables affecting the performance of the equity, credit, interest rate and FX markets in the short term, 
in the Eurozone and the US.
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Shortest-terms distorted by regulatory 
and fiscal issues
•	 Very	short-term	interest	rates	in	the	US	have	been	falling	sharply	over	the	

last	few	weeks
However, this is by no means due to a dovish feeling in the market regarding the Federal 
Reserve’s future monetary policy.

•	 This	downward	movement	in	short-term	rates	is	a	result	of	the	impact	of	
certain	regulatory	and	fiscal	changes:	
i) Roll-off of the Supplementary Financing Programme (SFP); and ii) an increase in the number 
of assets subject to compulsory insurance by the Federal Deposit Insurance Corporation 
(FDIC).

•	 The	US	Treasury’s	decision	not	to	roll	over	the	SFP	from	the	beginning	of	
February	involves	USD25bn	being	rolled	off	in	56-day	T-bills	per	week	from	
February	until	the	end	of	March
This reduces the pool of alternative lending assets in the short term money markets, which 
poses downward pressure on rates for remaining assets (repos, Fed funds, etc.).

•	 As	for	the	new	FDIC	regulation,	the	main	innovation	is	that	the	fee	paid	
by	all	insured	banks	will	be	based	on	all	liabilities	and	not	only	on	insured	
deposits	(as	had	been	the	case	so	far)
Banks try to offset this higher cost (fee) by paying less for Fed Funds. This is having a knock-on 
effect on T-Bills and repo markets rates, in view of the lower potential returns in the Fed Funds 
market.

•	 A	possible	final	resolution	on	the	debt	ceiling	for	US	Treasury	debt	could	
temper	this	phenomenon
A change in Federal Reserve’s policy could also do so, although we believe this is still far in the 
future.

Chart 1
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Iberian Conference
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In-Depth Analysis
English-Spanish Variable On-line Variable no. of pages

These are special notes which may cover a wide range of issues. Because of the speed required in publishing the subject 
matter of the note, or due to their length of the text, they are published in this format. They can cover many different areas, 
such as updates of equity market index valuations or analysis of a period of company results.

Iberian Financials Data Watch
English Weekly E-mail 9 pages

Iberian Financials is a product which aims to summarize the current situation for the Iberian financial sector, in terms of 
valuation. It also attempts to provide the reader with an overview of the performance of financial stocks over the last week, 
month, quarter and YTD. The product gives readers a broad view of the valuation of financial stocks and the sector itself.

Iberian Conference
English Yearly On-line Variable no. of pages

An annual conference in London where the top management of listed Iberian companies meet with investors in one-on-one 
and group meetings.

Spain and Portugal

Iberian Financials Data Watch
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The Extel PAN-EUROPEAN Survey 2011 is now open for voting. BBVA would appreciate your recognition of our 
Country Research and Small & Mid Caps Research (Spain & Portugal) products.

To vote, please click on the following link: http://www.extelsurveys.com/

Table 1 

Main Ratios

Market 
Cap 

(EUR)

Target 
Price 

(EUR)
Last 

Price

Upside/ 
Downside 

Potential

Performance P/E (x) P/NAV (x) Dividend Yield (%)

Last Price 06/05/2011 Rating*   TD -1 W -1 M -3 M -1Y  2011e 2012e 2011e 2012e 2011e 2012e

Spanish Banks
Santander O 69,894 11.5 8.3 39% 5.5% -4.0% 0.6% -7.2% 10.5% 7.8x 7.4x 1.2x 1.1x 7.3% 7.5%

Popular M.P. 5,706 4.1 4.1 0% 7.4% 1.6% -0.5% -5.2% -2.0% 12.4x 10.4x 0.7x 0.7x 4.3% 5.2%

Pastor U 870 2.7 3.2 -15% -13.0% -2.1% -4.4% -19.5% -20.2% 11.4x 8.0x 0.6x 0.6x 2.2% 3.1%

Banesto O 4,282 7.1 6.2 14% 0.0% -1.4% -2.4% -3.8% -6.7% 9.1x 7.4x 0.8x 0.7x 6.1% 6.8%

Sabadell U 4,209 2.3 3.0 -24% 2.3% 1.2% -1.5% -5.2% -13.0% 11.3x 23.8x 0.8x 0.7x 3.1% 4.3%

Bankinter M.P. 2,406 4.3 5.1 -15% 23.3% 0.8% 2.9% 6.7% 8.1% 13.7x 10.0x 1.1x 1.0x 3.4% 4.5%

Portuguese Banks
BCP U 2,769 0.52 0.6 -8% 0.0% 4.8% 4.2% -1.7% -5.3% 8.4x 7.6x 0.7x 0.6x 5.0% 5.5%

BPI M.P. 1,188 1.65 1.3 25% -5.6% 8.7% 9.4% -8.2% -13.2% 6.4x 6.0x 0.8x 0.7x 3.1% 3.4%

BES O 3,550 4.10 3.0 35% 6.4% 7.0% 5.0% -0.2% 0.2% 7.7x 6.8x 0.5x 0.5x 3.9% 4.4%

Insurance & Diversified Financials
BME M.P. 1,876 22.5 22.4 0% 24.4% -1.9% -1.6% 0.9% 13.0% 12.1x 13.3x 4.7x 5.1x 8.9% 8.1%

Mapfre M.P. 8,286 3.2 2.8 16% 31.3% -2.4% 2.2% 6.8% 27.4% 8.2x 7.3x 1.3x 1.1x 6.0% 6.6%

GCO O 2,112 23 17.6 31% 34.5% -0.7% 9.7% 10.0% 36.1% 8.0x 7.3x 1.6x 1.4x 3.2% 3.5%

Median Spanish Banks 11.4x 9.0x 0.8x 0.7x 3.9% 4.8%

Median Portuguese Banks 7.7x 6.8x 0.7x 0.6x 3.9% 4.4%

Median Insurance 8.1x 7.3x 1.5x 1.3x 4.6% 5.0%

* O = Outperform; M.P. = Market Perform; U = Underperform 
Source: Datastream and BBVA Research estimates
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Iberian Financials is a product which aims to summarize the trends of the sector in terms of new lending and deposits 
production, the evolution of spreads and market shares affecting the key performance indicators of the sector. The product 
also gives readers a broad view of the main trends in terms of stocks both on the lending and deposit side as well as the 
evolution in off-balance sheet products. It is published quarterly.
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21 September 2015 Spain – Deposit costs not much scope to decline, volumes the key issue to monitor in 2015 

The deleveraging of the financial sector continued during 2Q15, but at a slower pace than a year ago. Total loans to the private sector 

declined 4.6% YoY as of June 2015 to c.EUR1.357trn (vs. -6.3% in 2Q14). By segments, the mortgage segment which accounts for 41% of total 

private lending, experienced the worst performance, declining 5.3% YoY, surpassing the negative rate achieved a year ago (-3.8% YoY). The 

negative performance of the mortgages segment has been offset by the Corporates and other households segments which declined at slower pace 

than a year ago. Corporates which account for 49% declined by 4.6% YoY (vs. -9.1% YoY in 2Q14) and the other household segment which 

accounts for the remaining 10% declined by 1.5% YoY ( vs. -2.3% YoY in 2Q14). As regards lending to the real estate sector, we have also 

observed an improvement in the rate of contraction which declined by 14.9% YoY (vs. -17.5% a year ago). We would underline that although the 
latest figures in terms of in new production show encouraging signs of improvement (LTM as of July 2015 improved by 9% YoY), we think 
that the weak demand for credit is likely to continue, as there was a strong loan production during 2005-07 which still needs to be 
amortised, this is particularly relevant for residential mortgages. Thus, we believe 2015 should still be a challenging year sector-wide. 

The decline in new production spreads on the deposit side is almost complete, but the sector is still under pressure on the lending side 
affected by Euribor repricing. Household term-deposit spreads continued to improve during 2Q15, declining 6bp QoQ and -34bp YoY reaching 

43bp in June. However, based on the latest available figures (July) the spread remains stable, suggesting that the scope to improve is becoming 

more limited. We do not expect Spanish banks offering negative (or close to zero rates) for deposits. And as the front book has stabilised, we think 

that only positive driver for the sector is the back book converging with the front book. As regards lending spreads, they continued to deteriorate 

across all segments during the quarter except in corporates over EUR1mn. We continue to believe that the decline has been driven by Euribor 

repricing, which should come to an end in 2015, unless additional declines in the Euribor 12-month occurs. We believe competition is less fierce 

than in 2H14 and 1Q15, and consequently we think that corporate loan yields should start to stabilise. 

Portugal – Lending book to continue to be affected by BES, deposit costs  the main catalyst  

Lending to the private sector in Portugal continued to contract (by 5.9% YoY in June 2015) for the fourth consecutive year. By segment: the 

worst deceleration was in lending to corporates which accounted for 43% of the loan portfolio and declined 8.1% YoY, followed by other households 

which account for 10% and declined 3.5% YoY. Mortgages, which account for the remaining 47%, declined by 3% YoY. All the segments declined at 
similar rates YoY, but on a QoQ basis improved slightly except other households. We expect lending to the private sector to continue to 
decline, at least during 2015 and 1H16, as new lending production volumes (for large corporates in particular) still remain under pressure 
due to the BES bail-out.  

The decline in the cost of retail funding is the main catalyst for spreads. Household term deposit spreads narrowed by 15bp QoQ and 66bp 

YoY in June 2015 to 69bp. In our view, the main driver for the system continues to be the ongoing normalisation of funding costs, which remain 

above the levels in the Spanish banking system. We would also underline that the impact of competition on asset spreads should start to be more 

visible in the foreseeable future as the improvement in banks’ funding costs should allow them to be a bit more aggressive on the lending side. 
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Madrid, 21 November 2012

Daily Volatility Report 
Europe

Following a remarkable beginning of the week, global bourses lost steam on Tuesday as 
investors are not only maintaining their expectations about a resolution of the fiscal cliff  but 
they also appear to be eager to hear about it soon. As the year-end approaches, US 
lawmakers are expected to strike a deal on a fiscal policy that involves smooth tax-spending 
adjustments and a credible long-term fiscal programme. In this regard, Ben Bernanke 
warned on Monday that the fiscal cliff is already limiting the US economy and asked political 
leaders to find a solution quickly. 

In Europe, sentiment was more muted after Moody’s downgraded France and claimed that 
the country’s outlook was uncertain. Additionally, EU finance ministers are meeting in 
Brussels to sign off up to EUR 44.0bn of aid to Greece, but their differences about the 
country’s debt levels could hold up the payment of funds. 

In Asia, the Bank of Japan (BoJ) decided to leave the policy rates and the asset purchase 
programme unchanged after a two-day meeting, broadly in line with market expectations. 
The accompanying statement is bland and gives no hints on the next move. 

In this context, the the S&P remained unchanged after being in negative territory during the 
morning, while in Europe the main indexes improved slightly with the exception of the 
FTSE/MIB and the SMI (-0.25% and -0.3% respectively). In terms of volatility, 3m IV went 
down half a vega on average in the main indexes and now trades around the first decile of 
the last 2y in all the indexes. In the 1y tenor, volatility was also offered (-0.2 vegas on average) 
and, as in the 3m tenor, it is close to lows of the last 2y, except for the FTSE/MIB and the Ibex,
whose 1y IV sits around the first quartile of the last 2y. Term structures raised across the 
board, especially in the Ibex, whose 1y – 3m IV spread is at 2.78 vegas, pc 99 of the last 2y 
and close to all time highs.

In terms of skew, this continued to flatten in Europe, as put skew was offered while call skew 
was bid, while in the US S&P’s put skew went up slightly and call skew down.

By sectors, volatility was also offered across the board except for Technology, whose 3m IV 
went up half a vega on average, due to the increases of volatility in Alcatel and Nokia.
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Dividend Report
Madrid, November 19, 2012

Dividend Report 
Europe

During the last week, SX5E dividend futures for the 2014 expiry performed in line with the 
spot while longer expiries outperformed the index (on average by around 1%). Thus, dividend 
yields remained stable for the 2014 expiry, whilst beyond this date they rose slightly. In our 
opinion, going short 2014 dividend yield is still attractive as the expiry remains above mid 
percentiles and is one of the largest expiries together with the 2015. In contrast, yields remain 
below mid percentiles in longer terms. Regarding term structure, spread between the 2014 or 
2015 and longer expiries continues to move closer to lows as the expiry increases. The 
discount vs. consensus mean is hovering around 20% for the 2014 expiry and around 30% for
the 2015 expiry. The latter is still the only one below the lower consensus estimates (-9.5%).
 
Sector-wise, over the week Telecoms’ 2014 dividends were bid. France Telecom’s 2014 DVD 
future rose almost 25% due to the interest shown by some private equity firms to buy part of 
the company’s UK assets, whilst Telefónica’s went up almost 15%. In contrast, Utilities became 
less paid after E.On’s 2014 DVD future dropped more than 20% on the back of a very 
disappointing set of  3Q results (the stock fell 11.5%).
 
By country, Spain is still one of the market’s best performers for the month, being the country, 
along with France, to rise the most last week. On the contrary, Germany lost almost 3% in the 
week, as Utilities’ 2014 DVD futures declined.
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Daily Volatility Report
English Daily E-mail / On-line 12 pages

An interactive excel-based analytical tool which is available on a daily basis and which provides access to our volatility 
database. It provides clients with full access to a wide spectrum of: volatilities, skews, term structures, intra-sector and 
index volatility spreads, as well as analytical and screening tools.

Index Volatility Report
English Weekly E-mail / On-line 11 pages

This interactive and user-friendly report provides a powerful analytical tool and easier access to our proprietary volatility 
database on Index Underlyings. It includes up to 5 years of historical data for IVs, skews and term structures, implied and 
realised correlations and dispersion data.

Dividend Report
English Weekly On-line 8 pages

Interactive tool to perform dividend analysis on the SX5E and its components, including SX5E Dividend Sector Breakdown 
analysis (dividend future market prices vs. consensus), a stress test analysis tool of SX5E dividends, sensitivity analysis of 
SX5E dividend futures vs. the SX5E Index, Performance and Volatility analysis and Open Interest and Volume on Options 
on SX5E Dividends.
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Long Dec12 Volatility on Nokia
We would capitalize on low volatility levels to enter long vega positions on a company which 
is still subject to too many uncertainties

Fundamental Overview
Bernstein Research rates Nokia market perform, with a target price of EUR5.5 (implying downside 
risk of 7%). In Bernstein’s view, the longer term outlook for the company is very uncertain. The 
partnership with Microsoft seems unlikely to solve Nokia’s fundamental problem (innovation 
capabilities lost in a too-large and too-bureaucratic organisation). The bet on Windows is at least 
uncertain as the platform has not yet shown that it can gain traction with customers. The details 
of the partnership remain uninspiring. Finally, consensus expectations remain very high, implying 
a positive outcome of the strategic partnership, which Bernstein Research believes is still rather 
unlikely.

Volatility Analysis
The 6m volatility of the company is 31.3%, percentile 6 of the last two years, one of the lowest in 
the sector, after decreasing around 3.5 vegas since the publication of 1Q11 results (which is also the 
largest decline in the Technology sector during the last month). We also find volatility quite cheap 
if we consider the 6m IV-RV spread which is currently at -4.5 vegas, just percentile 4 of the last two 
years (one of the lowest in our coverage universe).

Proposed strategy
Taking into account the fundamental uncertainties surrounding the stock and, in our view, the 
cheap volatility levels, we suggest entering a long pure volatility position after above-market 
performance since the 1Q11 results were published.

For example we would buy Dec11 6 Straddles, which cost around 19% of the underlying price. 

Chart 1
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Indices 3m ATM 2y Pc -1w chng -1m chng -3m chng 3m IV-RV 2y Pc 3m 95-100 2y Pc 3m 105-100 2y Pc 1y-3m ATM 2y Pc

MEXBOL INDEX 17.9 57 2.4 5.0 4.0 7.5 84 0.0 4 0.0 67

BRAZIL BOVESPA INDEX 21.3 36 -0.3 0.0 -2.5 -1.1 42 0.0 1 -0.4 53 2.9 80

ISHARES MSCI EMERGING MKT IN 19.4 0 -0.8 -2.5 -5.6 2.0 38 1.9 5 -1.4 99 3.1 93

ISHARES MSCI MEXICO INVESTAB 18.8 1 -0.3 -2.5 -3.1 3.3 49 2.0 12 -1.6 90 3.4 92

ISHARES MSCI BRAZIL 22.0 0 -1.9 -1.8 -5.3 1.2 39 1.6 1 -1.3 96 2.7 88

ISHARES S&P LATIN AMERICA 40 17.8 0 -2.1 -1.4 -5.4 0.4 38 1.8 13 -1.4 88

ISHARES MSCI CHILE INVESTABL 14.3 0 -1.2 -1.4 -5.6 0.5 39 1.3 3 -1.1 91

ISHARES MSCI PERU CAPPED 15.5 6 -1.1 1.4 -3.3 0.7 1.7 -0.9

Source: BBVA Research & Bloomberg

PLEASE SEE IMPORTANT DISCLOSURES ON THE LAST THREE PAGES OF THIS REPORT

Traded Volume

FX Volatility

ADR vs. Local ATM IV

Indexes

Index Monitor

3m ATM IV

ATM Volatility

Madrid, November 29, 2012

Latam Volatility Report
In a volatile session on Wednesday, markets revealed ongoing doubts about the two major drivers. Firstly, in Europe the fact that the recent approval of the next tranche of aid to 
Greece is still subject to the approval by national parliaments seems to be putting a floor on the reduction of spreads between peripherals and Germany. On the other hand, the 
discussion regarding the US fiscal cliff and news releases indicating that there is, so far, little advance in negotiations, remains a concern clouding better than expected macro readings 
in the US. Meanwhile, the Fed’s Beige Book revealed no major changes in the recent activity in the US, which was characterised as expanding at a “measured pace” with relative 
strength in domestic consumption and weakening manufacturing. On Thursday the macro agenda will be loaded both in the US and Europe. The former will release the second 
reading of 3Q12 GDP. Consensus estimates a higher reading, 2.8% vs. 2.0% previously, but if expectations are confirmed, the increase is not backed by personal consumption, which 
might overshadow an otherwise positive reading. After a weaker than expected reading in new home sales, expectations for today’s pending home sales might be less optimistic. In 
Europe, the UK will release house prices, GE will release employment data and the EZ will publish confidence data.
 
Equity Indexes in Europe and the US posted moderate gains (SX5E +0.13%, SPX +0.79%), with IVs offered fixed strike (-0.3 vol points on average in the 3m tenor). All Indexes are trading 
with IVs at or close to lows of the last two years. Skews steepened slightly (+0.15 vol points on average in the 3m 95-105 skew), remaining significantly flat by historical standards. Term 
structures were broadly unchanged. The Ibex IV term structure is particularly steep, with the 1y-3m ATM IV Spread close to highs of the last five years (5y Pc99), offering an opportunity 
to buy short term vol vs. long terms in the Ibex given the uncertainties still overshadowing EU peripherals. To play Ibex upside, we recommend Mar13-Dec13 Diagonal Call Spreads to 
take advantage of the steep term structure, while selling a quite flat upside skew in Ibex.
 
No remarkable changes fixed strike in single names IVs in yesterday's session. We highlight Siemens (with 3m ATM IV at 16%, close to all time lows) as one of our favorite candidates to 
buy gamma. Siemens' term structure is also one of the steepest in our coverage universe, with its 1y-3m ATM IV Spread close to 4%, at all time highs.
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Long Ibex-35 3m IV vs. short SX5E 
Fundamental Overview
Uncertainty regarding private investor involvement in a Greek bail-in, together with 
concerns about US growth remain the markets’ main focus.

Regarding sovereign risk, peripheral bond spreads have widened significantly. In terms of 
Spain and Italy, markets are punishing Spain more harshly than Italy. The 10 year Spanish bond 
spread increased 34bp in one week, while Italy’s only widened 26bp in one week. Greek and 
Portuguese spreads reached new highs, with their 10 year spreads increasing 14bp and 21bp, 
respectively. The Euro is also being affected, as it down vs. the major currencies.

Volatility Overview
Despite the widening of the Spanish bond spread against the bund, 3m IVs fell in the 
Ibex-35 (-0.4 vegas in the last week) while SX5E’s 3m IV closed the week flat (+0.1 vegas). 
Currently the 3m IV Ibex-35/SX5E spread stands at just 1.3 vegas, Pc0 of the last year.

There has been a significant decoupling of the Ibex-35/SX5E IV spread from the Spain-
Germany bond yield spread. Given the high degree of market uncertainty priced in by 
the credit market and the low level of the Ibex-35/SX5E 3m IV spread, it seems a good 
moment to buy this spread. It is trading at lows and in the short term the credit market is 
pricing in a level of uncertainty that doesn’t justify such a narrow IV spread.

Proposed Strategy
Thus, we propose going long Ibex-35 3m IV and shorting SX5E 3m IV.  We would buy Ibex-
35 Sep11 9,900 Straddles and sell Sep11 SX5E 2750 Straddles. (See table below).

Chart 1

3m IV Ibex-35/SX5E spread and Spain-Germany 10y bond spread
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Volatility Report Latam
English Weekly E-mail 28 pages

Volatility Report on LatAm Indexes, ETFs,and single name underlyings (including Local Listed and ADRs ), with a complete 
analysis of implied and realised volatilities, skews, term structures, and option volumes.
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Data 2y Pc

3m IV 25.6 48

1yr IV 27.4 51

1m IV-RV 0.8 56

3m IV-RV -1.7 37

3m-1y -1.8 43

Z-score (**) -2.9 0

Source: BBVA Research

In-Depth Volatility Analysis
Telefonica

Volatility Radar Chart (*)
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Performance: In the last three months, although Telefónica has dropped -2.9%, it has clearly outperformed its sector index (-2.9% vs. SXKE -12.9%). 
However, in contrast, it has underperformed the Ibex by 7%. 

Fundamental analysis: BBVA Research rates Telefónica Outperform, with a target price of EUR12.00 (+18% upside potential from current levels). 

Dividends: Telefónica’s 2013 dividend future has increased more than 18% in the last month, and currently stands at 0.18, pc19 of the last year. The 
largest discount vs. consensus expectation is seen in the 2015 expiry (2015 dividend future is trading -53% below consensus). Telefónica’s 2013 
consensus dividend yield is 4.4% below its sector, which has a consensus dividend yield of 8%. However, in the 2014 expiry, dividend yields are at 
similar levels. 

Volatility analysis: Telefónica’s IV is trading at mid-percentiles in all the tenors. The 3m IV stands at 25.6, pc48 and is trading 4.8 vegas below its sector. 
Moreover, its z-score is the lowest in the Telecoms sector (-2.9), indicating that its IV is cheap in historical terms compared with its peers. Short-term 
OTM puts are cheap (3m 95-100 at 1.4 vegas, pc 8) while Telefónica’s short term OTM calls are relatively well paid (2m 105-100 skew at -0.6 vegas, 
pc95). 

Open interest & volume: Open interest in Telefónica’s upcoming expiry (Dec12) in close to ATM strikes is concentrated in the 10.5 strike (4.7% above 
the underlying spot price). The strike with the most open interest in the Dec12 expiry is the 12 strike (19.6% above the spot). In general, there is more 
open interest concentrated in the upside strikes and in put options (strike 10). To the downside, the 8 strike (-20.2%) has a notable put volume (10.6k vs. 
0.005 on the call side).

Madrid, November 19, 2012
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Screening Indexes - Largest open interest contract within 90%-110% moneyness strikes upcoming Expiry

Indexes Spot Strike % to spot
Open 

Interest
% av. 30d 

volume
Strike % to spot Open Interest

% av. 30d 
volume

Strike % to spot
Open 

Interest
% av. 30d 

volume

SX5E 2,493 2,600 4.3% 138,391 0.18% 2,400 -3.7% 94,179 0.13% 2,525 1.3% 165,636 0.22%

SPX 1,375 1,500 9.1% 128,278 2.39% 1,300 -5.4% 94,852 1.77% 1,450 5.5% 211,575 3.95%

IBEX 7,732 8,400 8.6% 6,507 0.02% 8,400 8.6% 6,507 0.02% 8,400 8.6% 13,014 0.04%

DAX 7,164 7,400 3.3% 28,947 0.58% 6,500 -9.3% 27,197 0.54% 7,400 3.3% 47,501 0.95%

CAC 3,428 3,650 6.5% 18,417 1.27% 3,200 -6.6% 6,488 0.45% 3,650 6.5% 18,417 1.27%

FTSEMIB 15,329 16,000 4.4% 2,670 0.003% 15,000 -2.1% 3,405 0.00% 15,000 -2.1% 3,959 0.00%

UKX 5,760 6,000 4.2% 9,171 0.013% 5,300 -8.0% 8,864 0.01% 5,800 0.7% 16,420 0.02%

SMI 6,702 6,700 0.0% 4,165 0.098% 6,450 -3.8% 3,162 0.07% 6,700 0.0% 6,854 0.16%

Source: Bloomberg & BBVA Research

Cummulative Open Interest in Closest to ATM Strikes

Indexes Calls Puts Total % Calls % Puts % Total Calls Puts Total % Calls % Puts % Total

SX5E 527,846 497,018 1,024,864 0.71% 0.66% 1.37% 869,290 735,948 1,605,238 1.16% 0.98% 2.14%

SPX 270,394 624,480 894,874 5.05% 11.65% 16.70% 773,950 970,679 1,744,629 14.44% 18.11% 32.56%

IBEX 7,156 7,156 14,312 0.02% 0.02% 0.04% 19,210 19,210 38,420 0.06% 0.06% 0.11%

DAX 129,956 163,559 293,515 2.59% 3.26% 5.86% 202,889 253,719 456,608 4.05% 5.06% 9.11%

CAC 13,725 19,045 32,770 0.95% 1.31% 2.26% 48,398 34,762 83,160 3.34% 2.40% 5.73%

FTSEMIB 5,971 7,057 13,028 0.01% 0.01% 0.01% 10,615 11,508 22,123 0.01% 0.01% 0.02%

UKX 58,819 57,132 115,951 0.08% 0.08% 0.16% 83,917 87,664 171,581 0.12% 0.12% 0.24%

SMI 18,188 19,196 37,384 0.43% 0.45% 0.88% 22,103 25,644 47,747 0.52% 0.60% 1.12%

Source: Bloomberg & BBVA Research

Madrid, November 14, 2012

CALLS PUTS TOTAL

Strikes +/-5% from spot Strikes +/-10% from spot 
Open Interest % av. 30d volumeOpen Interest % av. 30d volume
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Summary: Open Interest in Main Equity Indexes

Open interest in the SX5E upcoming expiry in close to ATM strikes is concentrated in the 2525 strike (1.3% above the underlying spot price). In general, there is more open interest concentrated in upside strikes 
and in call options than in put options. To the upside, the 2600 strike (+4.3%) has a notable call volume (138k vs. just 19k on the put side).

In the SPX, open interest in the Nov12 expiry in close to ATM strikes is concentrated in the 1375 strike (representing 1.9% of the SPX 30-day average volume). The strike with the most open interest in the Nov12 
expiry is the 1450 strike (5.5% above the spot), representing almost 4% of the last 30-day volume of the underlying and 12% of the total open interest of Nov12. 

Open interest in the DAX’s upcoming expiry is concentrated in the 7400 strike, 3.2% above the current spot price, representing 0.95% of the DAX’s average daily volume for the last 30 days. For the closest to 
ATM strikes, the volume is more limited, with 34k contracts in the 7,200 strike (0.7% of the 30-day average volume).
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Equity markets closed the week mixed, with the SX5E down by 0.8% (the DAX underperforming, down by 1.4%) while the SPX closed the week 1% higher after a 
volatile session on Friday where the SPX reached intraday lows of 1893.7, after the disappointing jobs report, to subsequently climb up closing at 1951.36 (+2.9%
from the lows) on expectations of a delay in the rate hike cycle.

Sector wise in Europe, Telecoms (-5%) and Healthcare (-2.25%) led the losses while Oil & Gas (+3.23%), Utilities (+1.79%) and Retail (+1.58%) were the best 
performers.
Fixed strike over the week, 3M IVs were bid across most sectors with Oil & Gas (+1.5 vol points) and Chemicals (+1.3) at the top.

In relative historical terms, vs. the last 5Y, Healthcare (5YPc98), Oil & Gas, Telecoms and Basic Resources (5YPc97) rank as the richest volatilities, while Banks 
(5YPc58) and Insurance (5YPc61) continue to show the cheapest volatilities. Compared with the last 2Y, all the sectors are in the last decile.

From a technical point of view, all of the SXXP sectors trade below their 200D MAs. P&H Goods (-1.4% vs. 200D MA) and Travel & Leisure (-2.4% vs. 200D MA) 
are the sectors with shortest distance to their respective 200D MA, while Basic Resources (28.2% below) and Autos (21.9% below) have continued to move away 
from to their 200D MAs and they now trade with the greatest distance to their respective 200D MA.

Based on consensus bottom-up target prices, and after the sell-off in the Autos, the sector now has the most potential upside (+34.3%) followed by Basic 
Resources (+33.5%) and Chemicals (+22%). On the other hand Food & Beverage (with 7.1% upside) and P&H Goods (+9.4%) have the least upside to the bottom-
up consensus target prices.

In the last month, the consensus EPS 15e has only been revised upwards in Travel & Leisure (+5.7%), Technology and P&H Goods (+0.7%), whereas it has been 
lowered the most in Autos (-6.5%), Basic Resources (-5.9%) and Oil & Gas (-3%). Dividend Yield Z-scores based on Consensus expectations continue to be at 
relatively high levels in Basic Resources (2.7) and Oil & Gas (1.5).

Valuation wise, vs. the last 10Y Telecoms, Media and Healthcare continue rank as the richest sectors, while Autos, Banks and Travel & Leisure rank as the 
cheapest. However, Autos (-9.4%), Basic Resources (-8.5%) and Oil & Gas (-6.7%) have registered the largest TP cuts during the last month (-9.4% , -8.5% and -
6.7% respectively).
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Investors were mainly focused on two major events last week: i) the ECB meeting, and ii) the US employment figures. Both were key to monitor if the 
divergence between central bank policies has increased. As expected, at the monetary policy meeting the ECB Governing Council (GC) announced a 
package of easing stimuli but, judging by the market reaction, the decision disappointed a significant number of investors. On another front, the US 
figures released on Friday were better than expected, which clears the way for a Fed interest rate hike later this month.  
 
Job market figures sent US stocks sharply higher on Friday (SPX +2.05%) to end the week flat (+0.08%), while European equities underperformed with 
the SX5E down by 4.5% over the week. Peripherals outperformed core equity indexes (Ibex -2.25%, FTSEMIB -2.45%, DAX -4.8%, CAC -4.37%), while 
Greek equities fell the most (ASE -6.5%). Volatility indexes fell slightly during the week (VIX -0.31 vol points, V2X -0.39, VXEEM -0.5), while fixed strike 
3M IVs were offered during the week: -0.1 vol points in the SPX, -1.3 vol points in the SX5E and -0.9 in the EEM ETF. 3M 90-110 skews steepened 
across the main DM indexes (+0.3 vol points in both the SPX and SX5E), with skews relatively steeper in the SPX (at 2YPc86) vs. the SX5E (at 
2YPc69).   
 
Sector wise in the US; Energy stocks led the losses (-4.65%) with the WTI falling below USD40/bbl (-4.2% WoW) after OPEC announced it will keep 
pumping about 31.5 million barrels a day, while Technology (+1.6%), Telecoms (+1.3%) and Banks (+1.2%) led the gains. Fixed strike 3M IVs were 
offered the most in Telecoms (-0.9 vol points) and Industrials (-0.6) and bid in Financials (+1 vol points) and Healthcare and Consumer Staples (+0.5 in 
both). 3M ATM IVs dropped the most in Telecoms (-0.7 vol points), Materials (-0.65), and Technology (-0.4) while they rose the most in Energy (+1.3), 
Healthcare (+0.75) and Financials (+0.6).   The richest vols in relative historical terms (in terms of 5Y percentiles) are to be found in Healthcare 
(5YPc84), Energy (5YPc82) and Utilities  (5YPc77), while Materials (5YPc39) and Financials (5YPc43) rank as the cheapest. In absolute terms, Energy 
(with 3M ATM IV at 25.8%) has the highest vol while Consumer staples (with 3M ATM IV at 12.7%) has the lowest.   
 
From a technical analysis perspective, Energy and Utilities rank as the most oversold sectors (with RSI14D at 5YPc11 and 5YPc17 respectively), while 
Telecoms and Insurance (both RSI14D at 5YPc71) rank as the most overbought sectors. Energy is the sector that trades at the greatest distance below 
its 200D MA (10.8% below) while Retail is the sector trading with the largest distance above its 200D MA (11.1%).   
 
Bottom-up consensus estimates suggest the most upside potential (to 12M target prices) is to be found in Energy (+18.9%), Healthcare (+16.7%), and 
Media (+12%) and the least upside potential is in Insurance (+6.3%) and Consumer Staples (+6.6%). Consensus EPS estimates (on average for the next 
3Y) have been revised upwards in the last month the most in Energy (+2.1%) and Materials (+0.4%) and the greatest downwards revisions have been in 
Insurance (-1.9%) and Technology (-0.7%). In terms of relative valuations (vs. last 10Y), Telecoms (with an 11% discount in forward P/E Ratios) and 
Real Estate (3% discount) rank as the cheapest while Energy (111% premium) and Retailing (54% premium) are the richest. 
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Delta Bullish Strategies

Long OTM Calls

Companies Sector Recomm. % to TP ATM IV 2y Pc Z-Score S105 2y Pc

Xstrata Basic Resources O 31.6% 32.1 6 -1.23 -0.80 31

Philips Pers&Hhold Goods O 20.7% 26.3 33 -0.28 -1.10 23

Income Strategies

Short OTM Calls

Companies Sector Recomm. % to TP ATM IV 2y Pc Z-Score S105 2y Pc

Nokia Technology U -43.1% 56.0 65 0.04 0.89 97

Alcatel Technology U -43.0% 70.8 78 0.80 0.89 96

Strategy Screening Engine
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Selected Criteria: Outperform or Market perform Fundamental Recom. based on BBVA and Bernstein (exSpain ); % to TP >20%; 2y Pc 3m IV <40; 2y Pc 3m 105-100 skew < 40

Source: BBVA Research

Selected Criteria: Underperform or Market perform Fundamental Recom. based on BBVA and Bernstein (exSpain ); % to TP < -20%; 2y Pc 3m IV > 60; 2y Pc 3m 105-100 skew > 60

Source: BBVA Research

Madrid, November 19, 2012
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US Sector Volatility Report
English Weekly E-mail 18 pages

Overview of the US S&P SELECT sectors with implied volatility and realised correlation data, consensus fundamental 
valuation ratios, technical indicators and liquidity measures for the US sectors.

Strategies Screening Tool
English Weekly E-mail 8 pages

Weekly Interactive excel tool with flexible filters for volatility, skew, performance on an absolute and relative basis, and 
fundamental ratings to apply your own criteria to screen for candidates to play the most common option strategies 
(Directional strategies, Income strategies,  Spreads, Volatility strategies…). Additionally, your screenings are linked to 
Bloomberg for quick access to market data tables (display screen mid-prices, deltas, vegas, strikes and moneyness levels 
for the candidates for each strategy).

European Sector Volatility Report
English Weekly E-mail 28 pages

Overview of the SXXP and SXXE sectors with implied volatility and realised correlation data, consensus fundamental 
valuation ratios, technical indicators and liquidity measures for the most liquid European sectors.
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Index perfromance

1D change (*)    
(*)

Index implied volatility

Last Last Last Last
3M ATMf IV 17.4 0.6  12.5 -0.4  15.7 0.1  13.1 - 

1Y ATMf IV 19.5 0.1  14.4 -0.2  17.6 0.2  16.3 - 

3M S90 3.9 0.0  4.6 0.0  4.2 0.0  4.9 - 

3M S110 -1.9 -0.1  -1.1 0.3  -1.8 0.0  -3.4 - 

1Y - 3M IV   2.1 -0.5  1.9 0.2  1.9 0.1  3.2 - 
(*)

Eurostoxx 50 3M ATMf IV FTSE 100 3M ATMf IV

Source: BBVA Research Source: BBVA Research

Eurostoxx 50 3m ATMf IV FTSE 100 3m ATMf IV

Close 10:00 12:30 16:00 17:30 Close 10:00 12:30 16:00 17:30

3M IV 16.9 17.1 17.4 3M IV 12.9 12.6 12.5
Source: Reuters & BBVA Research Source: Reuters & BBVA Research

DAX 3m ATMf IV chart S&P 500 3m ATMf IV chart

Source: BBVA Research Source: BBVA Research

DAX 3m ATMf IV S&P 500 3m ATMf IV
Close 10:00 12:30 16:00 17:30 Close 16:00 17:30 20:00 21:30

3M IV 15.5 15.4 15.7 3M IV 13.1
Source: Reuters & BBVA Research Source: Reuters & BBVA Research

From yesterday's close

Eurostoxx 50 FTSE 100 DAX S&P 500

Source: BBVA Research

Change(*) Change(*) Change(*)

From yesterday's close

Change(*)

Eurostoxx 50 FTSE 100 DAX S&P 500

-0.31% 0.04% -0.24% -

Source: Bloomberg

PLEASE SEE IMPORTANT DISCLOSURES ON THE LAST THREE PAGES OF THIS REPORT
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16.9

17.1

17.4

16.5
16.6
16.7
16.8
16.9
17.0
17.1
17.2
17.3
17.4
17.5

Close 10:00 12:30 16:00 17:30

3M IV

12.9

12.6
12.5

12.2

12.3

12.4

12.5

12.6

12.7

12.8

12.9

13.0

Close 10:00 12:30 16:00 17:30

3M IV

15.5

15.4

15.7

15.2
15.3
15.3
15.4
15.4
15.5
15.5
15.6
15.6
15.7
15.7
15.8

Close 10:00 12:30 16:00 17:30

3M IV

13.1

0.0

2.0

4.0

6.0

8.0

10.0

12.0

14.0

Close 16:00 17:30 20:00 21:30

3M IV

Eurostoxx 50 implied correlation

Implied correlation
6M Pc. 
1Y Pc. 
2Y Pc. 
1W change   

1M change   

3M change   

IC-RC
6M Pc. 
1Y Pc. 
2Y Pc. 
1W change   

1M change   

3M change   

Eurostoxx 50 implied dispersion

Implied dispersion
6M Pc. 
1Y Pc. 
2Y Pc. 
1W change   

1M change   

3M change   

ID-RD
6M Pc. 
1Y Pc. 
2Y Pc. 
1W change   

1M change   

3M change   

Relative value: components vs. Eurostoxx

Banco Santander
BMW

3M 6M 1Y

France Telecom
Repsol

Iberdrola
Intesa Sanpaolo

Ab InBev

Siemens
Unilever
Total

RWE
BNP

Deutsche Bank
Intesa Sanpaolo

France Telecom

Siemens
Ab InBev
Unilever

BNP

Repsol
BMW
Societe Generale

Source: Reuters and BBVA GMR. Data as of close of trading on trading on 29 Jan 2014

RWE

L'Oreal
Siemens
Ab InBev
Daimler

Intesa Sanpaolo
Repsol
Iberdrola

Top 5 
cheapest

7.5

7.0

7.13

5.27

3.6

1Y
57.0 55.7 61.1
3M 6M

3.9

96
88
49

63
41
22

6.02

-6.9

89
78
40

4.7

PLEASE SEE IMPORTANT DISCLOSURES ON THE LAST THREE PAGES OF THIS REPORT.

1.7

16.8

9.3 2.8

11.3 2.7 2.8

-0.1 6.1

Source: Reuters and BBVA GMR. Data as of close of trading on trading on 29 Jan 2014

Source: Reuters and BBVA GMR. Data as of close of trading on trading on 29 Jan 2014

Top 5 
richest

-0.6 -0.8 -0.4
-0.5 -0.5 -0.7

-0.5 -0.78 -0.3
-0.4 -0.53 -0.6

38 68 18 
-2.3 -0.66 -0.4

9 33 2
10 52 10

3M 6M 1Y
5.5 5.8 5.0

94 84

52 87 86 

5.45 10.41 10.26
51 96 74

64

5.03 5.30 4.45
6 37 2

-2.4 -0.7 -0.4

9 58 10 
38 74 23 
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We thank our clients for 
voting us #2 in the pan-
European Extel Survey 2013!
BBVA Equity Derivatives 
Research enters the Top 10, 
with an increase to 7th place 
vs. 15th last year.

SX5E IC analysis 
Europe

Index performance

S&P 500 0.6%  3.2%  0.6%  2.7%  -1.0% 

S&P 500 implied volatility

Forward
ATMf IV

6M Pc
9M Pc
1Y Pc
2Y Pc
1D change    

1W change    

1M change    

RV

S&P 500 implied vs. realised volatility 

IV - RV
6M Pc
9M Pc
1Y Pc
2Y Pc
1D change    
1W change    
1M change    

S&P 500 put skew

80-100
85-100
90-100

6M Pc
9M Pc
1Y Pc
2Y Pc
1D change    
1W change    
1M change    

S&P 500 call skew

120-100
115-100
110-100

6M Pc
9M Pc
1Y Pc
2Y Pc
1D change    
1W change    
1M change    

Source: Reuters and BBVA GMR. Data as of close of 13 February 2014
-1.4 -0.9 -0.4 -0.2
1.7 0.5 0.0 -0.1
0.2 0.0 0.0 0.0
59 83 67 49 
87 66 44 17 
61 55 32 16 
46 46 29 13 

-1.8 -3.0 -3.0 -2.7
-0.8 -3.5 -4.2 -3.8
0.5 -3.4 -4.8 -4.7

Source: Reuters and BBVA GMR. Data as of close of 13 February 2014

3M 6M 9M 1Y

0.1
0.0 0.1 0.1 0.2

11.6 11.4 11.6 11.6

3M YtD
1829.8

1819.8 (10.06 Pt) 1815.4 (14.4 Pt) 1807.6 (22.19 Pt) 1796.7 (33.09 Pt)

Last 1D 1W 1M

0.3 0.2 0.2

0.0 0.0 0.0

92 94 

0.0
78 68 56 59 

84 87 
92 97 92 88

3.8

-2.2 -1.6 -0.2 -0.6

2.6 3.2

56

11
14

19
13
17

14 9 9 

30
22
27

22
16
19

45
31
38
22

8
11
31

17
20
32

1.2

0.0-0.2

26
4032

3
16
21
25

3M 6M

3.4
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Source: Reuters and BBVA GMR. Data as of close of 13 February 2014

-0.1
-1.2

6.4

9M 1Y

3M 6M 9M 1Y

5.9 4.2
9.0

-1.0
0.1

-0.1 -0.1

0.1
-1.5
0.1

-2.0
0.2

-1.7

12.8 13.9 14.8 15.5

3M 6M 1Y9M

5.2 4.5

89 93

0.0
-1.8

-0.2
-2.0

-0.1
-1.6

Source: Bloomberg. Data as of close of 13 February 2014

3.0
88 95

12.2 8.7 7.0 6.1

Source: Reuters and BBVA GMR. Data as of close of 13 February 2014
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We thank our clients for 
voting us #2 in the pan-
European Extel Survey 2013!
BBVA Equity Derivatives 
Research enters Top 10, with 
an increase to 7th place vs 
15th last year.

Intraday Volatility Report
English Four times a day E-mail 6 pages

Análisis de la evolución de la volatilidad intradía para SX5E, DAX, UKX ySPX. Le informe se publicará a las 10.00, 12.30, 
16.00 y 17.30 CEST. SX5E, DAX, UKX and SPX, published at 10.00, 12.30, 16.00 and 17.30 CEST.
Intraday volatility analysis for the SX5E, DAX, UKX and SPX, published at 10.00, 12.30, 16.00 and 17.30 CEST.

SX5E Analysis
English Daily E-mail 9 pages

In depth analysis of the implied volatility and skew of the SX5E. In addition it provides indicative market prices.

SX5E IC Analysis
English Weekly E-mail 8 pages

An in-depth analysis of the implied correlation of the SX5E and how its components trade vs. the index in terms of volatility 
for different tenors.
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Euro Stoxx 50 and call overwritig indexes performance

Euro Stoxx 50
BuyWrite (100%) (1)

BuyWrite (105%) (1)

BBVA - discretionary call overwriting (2)

95% 100%
100% 105%

BBVA - systematic call overwriting (3)

95%-100%105%
100%-105%110%

Source: Bloomberg and BBVA GMR. Data as of close 30/09/Wednesday
(1) Euro Stoxx 50 BuyWrtite indexes with overwriting strike at 100% (SX5EBP2) and 105% (SX5EBP)

BBVA TFI current signal and overwriting strikes for next expiry (Nov-15)


Source: Bloomberg and BBVA GMR. Data as of close 30/09/Wednesday

Euro Stoxx 50 and discretionary call overwriting performance (last 2Y)

Source: Bloomberg and BBVA GMR. Data as of close 30/09/Wednesday

Euro Stoxx 50 and systematic call overwriting performance (last 2Y)

Source: Bloomberg and BBVA GMR. Data as of close 30/09/Wednesday

-0.3%

100%-105%110%

-3.0% 0.5%
-1.9% -5.2% -0.4%

-1M -3M YtD
-5.2% -9.5% -1.5%

Systematic

PLEASE SEE IMPORTANT DISCLOSURES ON THE LAST THREE PAGES OF THIS REPORT.

100% 105%
2950 3100

Discretionary
95% 100%

Index calculations has been made in accordance with the market standards, without taking into account transaction costs and based on price returns (without dividends). For further 
details, please go to the Methodology section

-0.3% -3.0% -0.3%
-1.9% -5.2% -0.4%

(2) X% - Y%: X% strike if bearish range-bound, Y% strike if bearish.  No overwriting if the signal bullish or bullish range-bound

Bearish 3100

(3) X% - Y% - Z%: Z% strike if bullish, Y% strike if range-bound, X% strike if bearish.  No clear trend, only maintain a long position

BBVA TFI (1)

-2.3%

(1) The BBVA TFI is an "in-house optimised weighted" long-term market trend indicator based on the MACD ranged between -1 and 1 that 
provides the following signals: Bullish (), Bullish range-bound (), No trend (), Bearish range-bound (), Bearish (). For further 
details, please go to the Methodology section

-6.3% -2.4%
-4.4% -7.6% -2.6%

95%-100%105%
2950

Call overwriting  
SX5E 
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Index performance

FTSE 100 -0.4%  -4.1%  -3.1%  -3.4%  -3.0% 

FTSE 100 implied volatility

Forward
ATMf IV

6M Pc
9M Pc
1Y Pc
2Y Pc
1D change    

1W change    

1M change    

RV

FTSE 100 implied vs. realised volatility 

IV - RV
6M Pc
9M Pc
1Y Pc
2Y Pc
1D change    
1W change    
1M change    

FTSE 100 put skew

80-100
85-100
90-100

6M Pc
9M Pc
1Y Pc
2Y Pc
1D change    
1W change    
1M change    

FTSE 100 call skew

120-100
115-100
110-100

6M Pc
9M Pc
1Y Pc
2Y Pc
1D change    
1W change    
1M change    

Source: Bloomberg. Data as of close of 29 January 2014

2.7
76 80 

10.7 8.2 6.5 5.8

Source: Reuters and BBVA GMR. Data as of close of 29 January 2014

1.4
0.3
1.1

0.2
1.2

0.2

4.8 4.2

90 100

3M 6M 1Y9M

14.7 14.9 15.3 15.5

0.8
1.2

0.5 0.2

2.2
1.3
1.5

2.5
3.4

1.7

9M 1Y

3M 6M 9M 1Y

5.1 3.8
7.9

3M 6M

3.1
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Source: Reuters and BBVA GMR. Data as of close of 29 January 2014

0.6
0.6

5.9

71
7693

99
99
100
96

57

53
51
63

100
98
99

4.9

0.20.3

48
61

88
72
79

52
44
57

42 33 30 

73
60
70

58

3.3

3.2 3.1 1.9 1.2

4.8 3.0

81

80
63

75 84 
83 83 86 94

0.0
40 39 38 44 

1W 1M

-0.3 0.0 0.1

0.0 0.0 0.0

74 74 

3M YtD
6544.3

6470.8 (73.49 Pt) 6414.4 (129.88 Pt) 6375.7 (168.57 Pt) 6340.6 (203.64 Pt)

Last 1D

9.8 10.1 12.3 12.2

Source: Reuters and BBVA GMR. Data as of close of 29 January 2014

3M 6M 9M 1Y

0.1
0.1 0.1 0.0 0.1

-0.5 -1.2 -2.7 -3.2
-1.5 -1.7 -2.6 -2.8
-2.1 -1.8 -2.1 -2.1

9 50 45 0
21 55 44 7
84 59 52 22 
44 78 75 60 

-0.3 -0.4 -0.1 0.0
-1.1 -0.8 -0.3 -0.2
-2.3 0.1 -0.1 -0.3

Source: Reuters and BBVA GMR. Data as of close of 29 January 2014
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We thank our clients for 
voting us #2 in the pan-
European Extel Survey 2013!
BBVA Equity Derivatives 
Research enters Top 10, with 
an increase to 7th place vs 
15th last year.

Index performance

S&P 500 0.6%  3.2%  0.6%  2.7%  -1.0% 

S&P 500 implied volatility

Forward
ATMf IV

6M Pc
9M Pc
1Y Pc
2Y Pc
1D change    

1W change    

1M change    

RV

S&P 500 implied vs. realised volatility 

IV - RV
6M Pc
9M Pc
1Y Pc
2Y Pc
1D change    
1W change    
1M change    

S&P 500 put skew

80-100
85-100
90-100

6M Pc
9M Pc
1Y Pc
2Y Pc
1D change    
1W change    
1M change    

S&P 500 call skew

120-100
115-100
110-100

6M Pc
9M Pc
1Y Pc
2Y Pc
1D change    
1W change    
1M change    

Source: Reuters and BBVA GMR. Data as of close of 13 February 2014
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Source: Reuters and BBVA GMR. Data as of close of 13 February 2014
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We thank our clients for 
voting us #2 in the pan-
European Extel Survey 2013!
BBVA Equity Derivatives 
Research enters Top 10, with 
an increase to 7th place vs 
15th last year.

S&P 500 Analysis
English Daily E-mail 9 pages

In depth analysis of the implied volatility and skew of the S&P 500. In addition it provides indicative market prices.

Call Overwriting
English Monthly E-mail 9 pages

A monthly report to track the performance of our call overwriting methodology, in a real scenario (with real options and real 
market prices). The report provides the current BBVA TFI signal and the selected strikes and maturities for the short call in 
accordance with our methodology. In addition for comparative purposes, it includes the performance over the last two years 
of the SX5E, the two overwriting indexes calculated by Eurex (SX5EBP and SX5EBP2), and different alternatives for our 
methodology (two discretionary and two systematic strategies).

FTSE Analysis
English Daily E-mail 9 pages

In depth analysis of the implied volatility and skew of the FTSE. In addition it provides indicative market prices.
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Indicative call prices
DAX reference price:

 Indicative market prices (as of 30 April 2014 at 10:00)

Strike % % % % %
11500 ... 0.0% ... ... 0.9%
11400 ... ... 0.2% 0.5% ...
11200 ... ... ... 0.8% ...
11000 0.0% 0.1% 0.5% 1.1% 1.8%
10900 ... ... ... ... ...
10800 0.0% 0.3% ... 1.5% 2.3%
10700 0.0% 0.4% 1.0% ... ...
10600 0.0% ... 1.3% 2.0% 2.9%
10500 0.0% 0.6% 1.5% ... ...
10400 0.1% ... 1.8% 2.7% 3.6%
10300 0.1% 1.1% 2.1% ... 4.0%
10200 0.2% 1.3% 2.4% 3.4% 4.4%
10100 0.4% 1.7% 2.8% 3.8% 4.8%
10000 0.6% 2.0% 3.3% 4.3% 5.3%
9900 0.9% 2.5% 3.7% 4.8% 5.8%
9800 1.2% 2.9% 4.2% 5.3% 6.3%
9700 1.7% 3.5% 4.8% 5.8% 6.9%
9600 2.3% 4.1% 5.4% 6.4% 7.4%

Indicative put prices
DAX reference price:

 Indicative market prices (as of 30 April 2014 at 10:00)

Strike % % % % %
9500 2.0% 3.7% 4.9% 5.9% 6.6%
9400 1.7% 3.3% 4.5% 5.4% 6.2%
9300 1.4% 3.0% 4.2% 5.0% 5.8%
9200 1.1% 2.7% 3.8% 4.7% 5.4%
9100 0.9% 2.4% 3.5% 4.3% 5.1%
9000 0.8% 2.1% 3.2% 4.0% 4.7%
8900 0.6% 1.9% 2.9% 3.7% 4.4%
8800 0.5% 1.7% 2.7% 3.4% 4.1%
8700 0.4% 1.5% 2.4% 3.2% 3.8%
8600 0.4% 1.3% 2.2% 2.9% 3.6%
8500 0.3% 1.2% 2.0% 2.7% 3.3%
8400 0.2% 1.1% 1.8% 2.5% 3.1%
8300 0.2% 0.9% 1.7% 2.3% 2.9%
8200 0.2% 0.8% 1.5% 2.1% 2.7%
8100 0.1% 0.7% 1.4% 1.9% 2.5%
8000 0.1% 0.7% 1.3% 1.8% 2.3%
7900 0.1% ... 1.1%
7800 0.1% 0.5% 1.0%
7700 0.1% 0.9%

...
Moneyness Premium Premium

120.1% ... 1.0 ...
Premium

84.6
119.1% ... ... 19.7 51.5 ...

Premium Premium

...
114.9% 0.3 12.3 52.6 106.0 170.8
117.0% ... ...

...

... 75.1

... ...
112.8% 0.6 24.7 ... 145.7 218.8
113.9% ... ...

111.8% 1.2 34.0 98.8

... ...
110.7% 2.1 ... 120.0

... ...
195.0 276.1

255.1 343.1
109.7% 3.8
108.6% 6.6 ... 170.7

61.1 143.7

107.6% 11.9 102.0 200.5

367.1 462.5
106.5% 20.9 128.8 234.5

... 380.2
326.8 420.1

410.3 507.4
105.5% 34.5
104.5% 54.7 196.1 313.4

160.1 272.4

215.6

505.8 604.8
103.4% 82.1 236.9 357.4

512.8

20-Mar-15 19-Jun-15

456.4 554.8

612.6 711.9

Premium PremiumMoneyness Premium Premium Premium
99.2% 191.3 356.5 472.9

483.2 556.6
98.2% 158.3 319.1 433.7

560.1 635.0
520.5 594.7

447.3 520.3
97.1% 130.6
96.1% 107.8 255.2 364.1

285.6 397.5

95.1% 88.7 227.9 333.5

354.8 423.3
94.0% 73.0 203.3 304.8

414.4 486.1
383.6 453.8

328.0 394.6
93.0% 60.1
91.9% 49.6 161.6 254.4

181.3 278.5

257.7 318.0
89.8% 34.0 128.1 211.8

302.9 367.3
279.5 342.0

237.5 295.7
88.8% 28.2
87.7% 23.4 101.4 175.9

114.0 193.0

185.0 235.8
85.7% 16.2 80.2 145.6

218.4 274.3
200.9 254.6

169.6 218.5
84.6% 13.1
83.6% 10.9 63.4 120.6

71.3 132.6

82.5% 9.1 ... 109.6

80.4% 6.2 90.2

20-Jun-14 19-Sep-14

101.3% 162.4 332.8

9573.3

81.5%

9573.3

406.0
557.8 657.1

100.3% 387.9

PLEASE SEE IMPORTANT DISCLOSURES ON THE LAST THREE PAGES OF THIS REPORT. Page 4

19-Dec-14 20-Mar-15 19-Jun-15

458.3
102.4% 117.9 282.4

90.9% 41.0 143.9

99.57.5 49.9

86.7% 19.5 90.2

20-Jun-14 19-Sep-14 19-Dec-14

160.1

232.2

DAX analysis: Indicative prices

Source: Bloomberg

Source: Bloomberg

DAX analysis
5 May 2014

Index performance and BBVA TFI signal

-1M -3M YtD BBVA TFI (*) MACD (**)

Ibex 35 2.71 -1.16 0.29  

Euro Stoxx 50 -0.60 -2.32 3.30  

DAX -2.00 -6.05 2.97  

CAC 0.79 1.34 10.03  

FTSEMIB 0.59 3.47 17.07  

SMI -2.16 -1.95 -3.37  

FTSE 100 3.00 -1.15 -2.28  

S&P 500 3.75 -1.55 -2.14  
Source: Bloomberg and BBVA GMR. Data as of close 09/10/Friday

(*)

(**)

Index ATMf implied volatility

Last 2Y Pc -1M Last 2Y Pc -1M
Ibex 35 22.5 71 -2.9 22.9 78 -1.6
Euro Stoxx 50 21.5 79 -4.9 21.9 86 -3.3
DAX 21.0 77 -5.0 21.5 84 -3.4
CAC 21.2 81 -4.4 21.6 86 -2.8
FTSEMIB 22.1 58 -3.6 22.8 66 -2.7
SMI 16.9 86 -4.2 17.6 89 -2.5
FTSE 100 15.5 86 -5.8 16.5 90 -3.8
S&P 500 15.0 84 -7.0 16.0 86 -5.3
Source: Reuters and BBVA GMR. Data as of close 09/10/Friday

(*)

Index skew

90 110 90-110 90 110 90-110
Ibex 35 -3.8 (89) 9.4 (83) 4.3 (99) -3.6 (3) 7.8 (98)
Euro Stoxx 50 -3.9 (11) 10.0 (84) 4.6 (43) -3.3 (11) 7.9 (91)
DAX -3.7 (15) 9.8 (83) 4.7 (45) -3.3 (12) 8.0 (85)
CAC -4.6 (11) 10.7 (80) 4.6 (32) -3.7 (9) 8.3 (87)
FTSEMIB -4.7 (47) 10.4 (92) 4.4 (98) -3.4 (4) 7.8 (96)
SMI -4.3 (41) 11.5 (94) 5.4 (88) -3.3 (7) 8.7 (94)
FTSE 100 -5.7 (13) 13.1 (90) 5.5 (50) -4.1 (13) 9.6 (83)
S&P 500 -6.1 (6) 13.5 (88) 6.0 (56) -5.9 (10) 12.0 (87)
Source: Reuters and BBVA GMR. Data as of close 09/10/Friday

(*)

Pc<10 Pc>90

 - Bullish (): If the BBVA TFI is greater than or equal to 0.5
 - Bullish range-bound ():  If the BBVA TFI is greater than 0 and lower than 0.5
 - No trend (): If the BBVA TFI is equal to 0
 - Bearish range-bound (): If the BBVA TFI is lower than 0 and greater than -0.5
 - Bearish (): if the BBVA TFI is lower or equal than -0.5

Signals

 - Bullish () if the MACD Diff >0; Bearish () if the BBVA TFI is lower or equal than -0.5

Performance

For further details, please go to the Methodology section

The BBVA TFI is an "in-house optimised weighted" long-term market trend indicator based on the MACD ranged between -1 and 1 that 
provides the following signals:

3M ATMf IV (*)

The implied volatility (IV) of an option is the volatility factored into the share price. It reflects the market’s expectations regarding the 
volatility of the underlying security over time until maturity. The implied volatility levels which appear in this report should be used only as 
indications and may vary significantly in comparison to trading values subject to factors such as market conditions, the transaction size as 
well as many others

1M ATMf IV (*)

5.5 (89)

7.4 (6)

6.1 (11)

The implied volatility of options on a particular underlying security changes depending on the strike price. Skew (S90 and S110) reflects the 
curve formed by implied volatilities of same-dated options on a single underlying security and with different strike prices. The curve is 
normally negative; the lower the strike price, the higher the volatility and vice-versa. However, there are times when the implied volatility in 
options with higher strike prices can be higher than ATM options and on these occasions the curve takes the shape of a smile (the name 
used to refer to such cases).

3M Skew (2Y pc) (*)

6.1 (15)
6.2 (11)

1M Skew (2Y pc) (*)

7.4 (13)
7.2 (41)
5.7 (47)

PLEASE SEE IMPORTANT DISCLOSURES ON THE LAST THREE PAGES OF THIS REPORT.
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BBVA TFI
English Weekly E-mail 9 pages

In depth analysis of the implied volatility and skew of the S&P 500. In addition it provides indicative market prices.

Ad-hoc Research Reports
English Variable E-mail Variable no. of pages

Specific research reports produced for specific clients (on request), either as a one-off or on a regular basis.

DAX Analysis
English Daily E-mail 9 pages

In depth analysis of the implied volatility and skew of the DAX. In addition it provides indicative market prices.
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Mexican Flash 
Mexico 

Mexico D.F., 11 December 2012, Market Analysis, Equity 

In the spotlight 
 Walmex: November LfL +5.5% beats tough comps 

In Mexico, Walmex reported LfL sales growth of 5.5% in November 
(4.2% YtD 2012), slightly below our estimate of 6.1% and despite 
difficult comps (12.6%). With the strongest sales yet to come in late 
December, we maintain our Outperform recommendation. 

Company news 
 GModelo: Foreign investment authorities give green light to 

acquisition of GModelo 

Economics 
 Mexican Budget 2013: no changes in tax structure and a 

balanced budget 

 After Chinese data, sights will now be on the Fed 

Latest reports 
 06/12/2012 

Gruma: Seeks to buy back its shares from ADM 

 05/12/2012 
Telecom: Fair tender offer for Maxcom 

 04/12/2012 
GFNorte: Conference call: Acquisition of Afore Bancomer 

 04/12/2012 
MFrisco: A fistful of projects 

 04/12/2012 
Mining: Peñoles-Fresnillo: Caution remains 

Market Observer
Close %last %3m %YTD

IPC 43,134.5         0.8% 7.9% 16.3%

Dow Jones 13,169.9         0.1% -0.6% 7.8%

S&P 500 1,418.6           0.0% -0.7% 12.8%

Bovespa (BR) 59,248.2       1.3% 1.4% 4.4%

Ipsa (CH) 4,136.1           0.0% -0.9% -1.0%

Igbvl (PER) 19,904.7        -0.2% -3.1% 2.2%

Source: BBVA Research

IPC
5 Best Close %last %3m %YTD

GRUMA 38.60            4.1 14.2 46.2

GFNORTE 81.73              3.4 18.1 93.1

OHLMEX 25.01             2.5 24.3 15.7

ICH 88.29            1.8 20.0 88.1

AMX 15.09             1.8 -8.5 -4.6

5 Worst Close %last %3m %YTD

GEO 14.2 -4.8 -5.0 -18.2

BOLSA 31.15 -2.0 15.6 38.8

GAP 67.43 -1.1 25.7 42.8

HOMEX 25.97 -1.0 -2.8 -33.5

AZTECA 8.53 -0.8 -1.8 -4.0

Source: BBVA Research

Non IPC
5 Best Close %last %3m %YTD

KUO 32.30            8.6 17.9 46.9

CERAMIC 23.40            6.4 14.7 20.6

HERDEZ 38.18             6.1 20.4 53.4

NUTRISA 80.00           5.0 17.6 58.4

SAB 10.07             3.8 -11.1 -2.3

5 Worst Close %last %3m %YTD

GFREGIO 56.14             -5.0 25.4 87.1

AXTEL 2.26               -2.6 -7.4 -49.2

VITRO 16.50             -1.8 2.8 41.0

C 476.85          -1.4 14.8 29.2

SIMEC 55.76             -1.0 8.4 65.8

Source: BBVA Research

 

Mexico: Summary Valuation 
Market Multiples                                
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RESEARCH 

Alfa 
Mexico 

Company update / Change of fundamental value 

ALFAA MM – Conglomerates 
Closing price as of April 15, 2011: Ps167.28 UNDERPERFORM 

Will consolidate 100% of Alestra 

 Alfa announced that will acquire the 49% stake in Alestra formerly held by AT&T, 
which will remain a strategic partner of the company. Thus, the Mexican 
conglomerate, which was already consolidating Alestra before this acquisition, will 
be its full owner. 

 The company did not reveal the amount paid on the deal, but given the multiple 
at which its domestic peers are trading (forward EV/EBITDA of 6.3x), and our 
EBITDA 11e for Alestra, we calculate that Alfa will be paying around Ps5bn, which 
could be 100% funded by debt. 

 Taking this into account, along with the operating guidance released by the 
company in its conference call on the 1Q11 results, we are adjusting our estimates 
for Alfa's various subsidiaries and have a new fundamental value of Ps175.0 per 
share. 

 Because we think this valuation is rich (+34% in terms of forward EV/EBITDA vs. its 
historic average) and the lack of short-term drivers, we reiterate Underperform. 

 

 
 
 
Basic Data 
Mkt. Cap. (Ps mn) 89,908  
Number of shares 537,000  
Average daily volume * 880.2  

 2010 2011e 2012e  
EPS (Ps) 9.22 14.59 14.46  
Ord. EPS (Ps) 9.22 14.59 14.46  
DPS (Ps) 2.37 2.27 2.30  
P/E (x) 18.1 11.5 11.6  
Ord. P/E (x) 18.1 11.5 11.6  
P/C F(x) 8.8 6.7 6.5  
P/BV (x) 2.8 2.2 1.8  
EV/EBITDA (x) 8.7 7.0 5.8  
FCF yield (%) -3.7 5.1 12.8  
Dividend yield (%) 1.4 1.4 1.4  
No. of shares in mn. *Average daily volume in thousand shares.  
Source: Company data and BBVA Research 

Mexico City, April 19, 2011 

Market Analysis 

Equity Research 

Conglomerates Industry  

Pablo Abraham Peregrina (*) 
pablo.abraham@bbva.bancomer.com 
5255 5621 9975 
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Stock Market Performance  
(-3y until last close) 
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Rating record (-3y or 
since initiating coverage) 
01/04/11 U.   19/04/11 U.  
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RESEARCH 

Cemex 
Mexico 

1Q11 Estimates  Release date: April 29, 2011 

CEMEXCPO MM – Cement 
Closing price as of April 26, 2011: Ps10.07 HOLD 

Operating report will not be a driver 

 CX will publish its 1Q11 results on April 29 before the market opens. 

 We expect a stable operating report vs. 1Q10, with sales of US$3.15bn and EBITDA 
of US$510mn, showing changes of +3.4% and -1.0% YoY, respectively. We believe 
that in 1Q, CX benefited from a recovery of volume and prices in most markets 
and the appreciation of the peso and the euro against the dollar. 

 We expect annual growth of 4% in cement volume in the US, 5% in Mexico and 
6% in Europe, except for Spain, where we see a decline of -8%. We believe the 
report could show the first fruits of its annual cost and expense cutting program. 
We therefore expect an EBITDA margin of 16.2%, +240bp QoQ, but 73bp lower 
than in 1Q10. 

 We will once again see a net loss. As CX mentioned in its Form 6-K, negative 
seasonal trends in 1Q and high financial expenses will be reflected in a net loss, 
which we estimate at US$235mn. 

 If our estimates are correct, this report should be neutral for the stock, and 
attention will focus on the 2011 guidance that Cemex may announce in its 
upcoming conference call. We reiterate Hold and FV of Ps12.5 per CPO. 

 

 
Basic Data 
Mkt. Cap. (Ps mn) 104,730  
Number of shares 10,400  
Average daily volume * 34.5  

 2010 2011e 2012e  
EPS (Ps) -1.65 -0.10 0.25  
Ord. EPS (Ps) -1.65 -0.10 0.25  
DPS (Ps) 0.42 0.50 0.52  
P/E (x) NA NA 40.4  
Ord. P/E (x) NA NA 40.4  
P/C F(x) 51.5 5.8 4.8  
P/BV (x) 0.5 0.5 0.4  
EV/EBITDA (x) 10.6 9.1 7.9  
FCF yield (%) 5.7 7.1 11.2  
Dividend yield (%) 4.2 5.0 5.2  
No. of shares in mn. *Average daily volume in thousand shares.  
Source: Company data and BBVA Research 

Mexico City, April 27, 2011 
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Rating record (-3y or 
since initiating coverage) 
18/02/10 O.   31/01/11 H. 

Company Report
English-Spanish Variable On-line Variable no. of pages

Short reports, very standardized in terms of format, offering the analysis of a particular aspect of a company or sector: 
change of recommendation, revision of estimates, evaluation of an event with significant impact on a stock, etc.

Méxican Flash
Spanish/English Daily E-mail Variable no. of pages

The Méxican Flash is a daily product which includes all of the most important news in the last trading day and before the 
market opens on the day in question, together with a summary of BBVA reports published on the companies in our universe 
of coverage in that period. It also includes tables with market prices and valuations of the companies covered, and lists 
of recent reports published and marketing events we are planning. In short, it provides an overview of all BBVA Research 
publications and activities.

Company News
English-Spanish Variable On-line Variable no. of pages

Remarks on companies, more concise than conventional reports, aiming to give a fast response regarding facts which may 
affect share prices in the very short term. 
The aim of this product is to give shareholders a flexible vehicle.
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RESEARCH 

Housing 
Mexico 

1Q11 Results 

Geo and Urbi: Best reports of 1Q 

 Geo: Working capital investment drives solid growth. Coming in better than our 
estimates, Geo reported revenues growth of +19.7%, EBITDA of +24.4% and net 
income +25.7% YoY. The company resumed growth in titling and average price 
(13.2% and 6.7% YoY, respectively). The EBITDA margin grew 86bp due to 
efficiency in the productive process and expense controls. As we expected, in 1Q 
Geo invested heavily in work in progress, bringing an 11-day deterioration in the 
financial cycle (to 522 days), an FCFF of -Ps1.86bn and leverage of 2.0x. We 
believe the report will have a positive impact on the price. With a valuation we see 
as attractive (a 6% discount against the industry in terms of EV/EBITDA 12e), we 
reiterate our Outperform recommendation. 

 Urbi: Strong operating growth. The company delivered revenues growth of +17.1% 
and EBITDA growth of +11.7% YoY, slightly higher than we expected. The 5.8% 
expansion in housing revenues were complemented by land sales and other 
revenues, which totaled Ps377mn (13% of total revenues). The EBITDA margin was 
26.8%, -130bp YoY, due to a sales mix slanted more toward affordable entry-level 
housing. Investments in working capital affected the financial cycle, and net debt 
rose 25% QoQ to Ps6.05bn, bringing leverage to 1.5x (vs. 1.2x at the close of 2010). 
This report could have a positive impact on the stock price. We reiterate 
Outperform. 

 Homex: Weak volume and no improvement in working capital. The 1Q report was 
in line with our estimates, with revenues +14.1%, EBITDA +3.4% and net income 
+37.0% YoY. Sales growth was driven by a 12.9% YoY rise in the average price, 
which made up for a 1.9% drop in titling. The EBITDA margin shrank 208bp due to 
higher operating expenses in Brazil and in the tourist housing division. Homex is 
still unable to improve its financial cycle, which was 653 days, only 2 days less 
than in the preceding quarter. With negative FCFF of -Ps471mn, net debt rose 4% 
to Ps9.75bn, and leverage was 2.3x. We reiterate Underperform. 

Housing companies under BBVA Bancomer Coverage 
 

Recommendation 
Last 

Price 

Last 
Price  

in US$ 
Market 

Cap in US$
1 

Month
3 

Months
12 

Months

CAGR 
EBITDA  

10-12E 

P/E  
11E  
(x) 

P/E
 12E (x)

EV/
EBITDA

 11E (x)

EV/
EBITDA
 12E (x)

Ara Underperform 6.8 0.6 764.7 -8.2% -13.4% -20.1% 10.2% 10.8 10.0 6.9 6.2
Geo Outperform 33.7 2.9 1,609.2 -2.6% -21.6% -13.7% 12.1% 10.5 10.3 6.0 5.4
Homex Underperform 52.4 4.6 1,531.0 -8.1% -18.5% -11.7% 12.9% 9.4 8.4 5.9 5.1
Sare Underperform 3.1 0.3 185.3 -4.6% -10.7% -26.5% 16.0% 18.5 13.4 9.2 7.8
Urbi Outperform 26.7 2.3 2,266.2 -5.2% -8.7% -6.0% 12.7% 12.2 11.1 6.7 5.9

Source: Bloomberg, BBVA Research 
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Spain: Why now?

February 2011

Joaquín García Huerga, CFA Estratega Jefe de Renta Variable I jghuerga@grupobbva.com I 91 374 68 30

Javier Requena javier.requena@grupobbva.com I +34 91 537 83 99

REFER TO IMPORTANT DISCLOSURES ON THE LAST TWO PAGES OF THIS REPORT
Banco Bilbao Vizcaya Argentaria, S.A. is a legal person incorporated under Spanish law and is not a member of the New York Stock Exchange or the NASD. The persons who have prepared and or contributed to the preparation of this Report are not
registered members of the NASD.

European Equity

Mexico: An opportunity amid 
the uncertainty
Mexico Equity Strategy

December 2011

Octavio Gutierrez Engelman LatAm Chief Strategist | Macro Strategy LatAm | o.gutierrez3@bbva.bancomer.com I 52 55 5621 9245

Rodrigo Ortega Salazar LatAm Chief Analyst | Equity LatAm | r.ortega@bbva.bancomer.com I 52 55 5621 9701

PLEASE SEE IMPORTANT DISCLOSURES ON THE LAST PAGES OF THIS REPORT
This report has been prepared by BBVA Bancomer, S.A. Institución de Banca Múltiple, Grupo Financiero BBVA Bancomer. For more information please contact the individuals listed on the cover page of this document. No part of this report may be 
copied, conveyed or distributed in countries in which distribution is prohibited by law, or furnished to any person or entity in those countries. Failure to comply with these restrictions may constitute a breach of the laws of the jurisdiction in 
question.

Latam Strategy Report
English-Spanish Quarterly On-line Variable no. of pages

Analysis of the main variables affecting the short-term performance of the equity markets in Brazil, Chile, Colombia, Mexico 
and Peru.

Sector Report
English-Spanish Variable On-line Variable no. of pages

Short reports, very standardized in terms of format, offering the analysis of a particular aspect of a company or sector: 
change of recommendation, revision of estimates, evaluation of an event with significant impact on a stock, etc.

Mexico Strategy Report
English-Spanish Quarterly On-line Variable no. of pages

Analysis of the main variables affecting the short-term performance of the Mexican equity market.

Markets
	 LatAm

Global Equity
	 Equity Europe
		  Equity Derivatives
	 Equity LatAm

Global Credit
	 Credit Europe
	 Credit LatAm

Global FX
	 G10 & Asia FX
	 LatAm Fx

Macro &  
Sovereign Bonds 
	 M&SB Europe
	 M&SB LatAm



Page 18* The data, recommendations, prices and images herein contained are only examples included for information purposes and do not reflect the current situation.

Product index
Market Analysis

Product Catalogue

IPC Outlook 
México 

Arca, Chdraui, Ich and Lab join the IPC  

• Finally, the BMV published the selection of 35 companies that will make up the new 
IPC sample starting on the first trading day of September (Wednesday the 1st), 
according to a new selection filter based on turnover and market cap of float stock. 

• Outgoing: Autlan and Gfamsa. 

• At the same time, the BMV announced the adjustment to the IPC according to 
weight caps. This resulted in a reduction in the weight of Amx from 26.8% to 25.0% 
on the IPC and some adjustments to the Rentable Index (adding Arca), underlying 
indexes of Naftrac and Mextrac. The aforementioned implies a redistribution of the 
excess weight among the companies that comply with the limits (<25% on the IPC 
and <10% on the Rentable). 

• Since the June information already gave us some indication of the candidates for 
joining the IPC, part of the flow effect may be already priced in due to foreign 
investors and arbitrage traders, so the remaining source of change will be short-
term movements in this stocks resulting from the Naftrac and Mextrac trackers and, 
to a lesser extent, passively-managed indexed funds. 

• Buy-side pressure has appeared on Gruma and sell-side pressure on Gfamsa, 
because the June data indicated that Gruma would be leaving the IPC sample. The 
trend could continue but at a lower pace. 

• Other flow effects may result from changes in the percentage of float stock in the 
IPC, according to the new BMV rules. The beneficiaries would be Femsa, Tvaztca 
and Urbi; those from which float was "subtracted" would be Asur, Axtel, Elektra, Gap 
and Gruma. 

• On the whole, the most positive effects will be in Ich, Chdraui, Femsa, Tvaztca and 
Urbi; while the negative surprises would fall on Asur, Gfamsa, Elektra, and Gap. 

PLEASE SEE ANALYST CERTIFICATION AND OTHER IMPORTANT DISCLOSURES STARTING ON PAGE 4 
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RESEARCH 

Top Picks 
Mexico 

Top Picks Update  

Geo Out, Arca In 

 Why unload Geo? We believe the company remains the best alternative for 
growth and upside potential in the housing industry. But following a report of 
solid operating growth —better than our projections and those of the 
consensus— the market's reaction shows a greater aversion to the financial risks 
and cash cycle of this industry than we initially expected. Since we last changed 
our list of top picks, the stock has fallen -6.0%, vs. -2.6% for the IPC. We think 
drivers may not materialize until the second half of the year, so we prefer to 
avoid exposure to this industry group in the short term. 

 Why buy Arca? Based on the recent incorporation of Ecuador bottling Company 
and the upcoming merger with Contal, Arca offers an attractive growth profile for 
the years ahead, due to: 1) non-organic incorporation of operations; and  
2) expected synergies from the merger. We expect synergies of no less than 
US$125mn (5% of total cost and expenses). One more positive element is that, 
given what we saw in 1Q11, among consumer product companies, beverage 
companies have best been able to transfer input cost pressures to their end 
consumers. Additionally, strong cash flow generation increases the company's 
appeal due to dividend payout (a yield of ~2%). Thus, with a growth-adjusted 
EV/EBITDA 11e of 0.2x (vs. an average of 1.2x for international peers), we reiterate 
Outperform (FV: Ps81.50). 

 Our top picks list is now as follows: 

Recommended Portfolio (Top Picks) 
Issue Recommendation Industry 

Arca Outperform Beverages 

Bimbo Outperform Food 

Femsa Outperform Beverages 

Lab Outperform Consumer Goods 

Walmex Outperform Retail 

Source: BBVA Research 
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Chief Analyst 
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Francisco Chavez 
f.chavez@bbva.com 
+52 55 5621 9703 
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Mauricio Hernandez 
mauricio.hernandez.1@bbva.com 
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Mining / Industrials / Transport
Jean Baptiste Bruny  
jean.bruny@bbva.com 
+52 55 5621 9849 

Mining / Industrials / Conglomerates 
Javier Santiago 
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+52 55 5621 9975

Telecoms / Media / Housing 
Alejandro Gallostra, CFA 
alejandro.gallostra@bbva.com 
+52 55 5621 9870 
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Fernando Olvera  
fernando.olvera@bbva.com 
+52 55 5621 9804 
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Miguel Ulloa  
miguel.ulloa@bbva.com 
+52 55 5621 9706 

Outlook: IPC
English-Spanish Weekly On-line Variable no. of pages

View of Mexican equities based on global market drivers and local factors.

Coverage Handbook
English Six-monthly On-line Variable no. of pages

Biannual reports which include individual, systematic and standardised reports on each of the companies that we cover. 
This is our most extensive Equity Research product in Mexico.

Mexico Top-Picks
English-Spanish Monthly On-line 18 pages

A report aimed at providing our clients with the ideas in which we identify more long-term value and which, given the 
dominant vectors at a specific time, should have the greatest potential in the short term. It is published on a regular monthly 
basis; however, the goal of this report is to enhance flexibility in the decision-making process.
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Company Highlight 
Mexico 

Description and Update of Issues 

The issues included in this document are: 

     
ALFA   GAP   LAB  

ALSEA   GCARSO   MAXCOM  

AMX   GEO   MEGA  

ARA   GFAMSA   MEXCHEM  

ARCA   GFINBUR   OMA  

ASUR   GFNORTE   PAPPEL  

AUTLAN   GIGANTE   PE&OLES  

AXTEL   GMARTI   PINFRA  

BIMBO   GMD   POCHTEC  

BOLSA   GMEXICO   SARE  

CEMEX   GMODELO   SIMEC  

CICSA   GRUMA   SORIANA  

CMOCTEZ   HERDEZ   TELMEX  

COMERCI   HOMEX   TLEVISA  

COMPART   ICA   TVAZTCA  

CONTAL   ICH   URBI  

CYDSASA   IDEAL   VITRO  

ELEKTRA   KIMBER   WALMEX  

FEMSA   KOF    
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Dividend Analysis
Mexico 

Update 

IPC 

IPC: Next dividend payments 
Est./ Amount Actual Payment

Company Ex Date Payable Announ. (P$/share) Price Div.Yield

ARA 23/05/11 26/05/11 a 0.089                       6.58$                     1.347%

ASUR 15/05/11 17/05/11 a 3.000                       69.04$                   4.345%

AZTECA 26/05/11 31/05/11 e 0.004                       7.78$                      0.055%

BOLSA 04/05/11 09/05/11 a 0.910                        23.54$                    3.866%

COMPARC 13/05/11 18/05/11 a 0.250                        21.34$                     1.172%

GAP 26/05/11 31/05/11 e 1.442                         48.72$                   2.961%

GCARSO 12/05/11 17/05/11 a 0.250                        42.75$                    0.585%

GFINBUR 05/05/11 10/05/11 a 0.600                       59.26$                   1.012%

GFNORTE 05/05/11 10/05/11 a 0.180                        56.28$                   0.320%

GMEXICO 02/05/11 05/05/11 a 0.400                       38.00$                  1.053%

SORIANA 26/05/11 31/05/11 e 0.170                        35.95$                    0.473%

TLEVISA 24/05/11 27/05/11 a 0.350                        54.60$                   0.641%

Source: The companies and BBVA Research 
Note: Page 3 of this report shows dividend payments on IPC stocks for 2011 

IPC: Highest yielding companies in 2010 and 2011e 

DPS 10 DPS 11e

Company (Ps/share) Yield 10 Company (Ps/share) Yield 11e
BOLSA 1.643                  11.09% TELMEX 0.550                 5.49%

PE&OLES 21.460               7.70% KIMBER 3.400                4.49%

KIMBER 3.200                 5.46% ASUR 3.000                4.29%

TELMEX 0.500                4.56% GAP 1.923                  3.82%

GAP 1.783                  4.38% BOLSA 0.910                 3.51%

CEMEX 0.570                 3.96% CEMEX 0.424                 3.35%

GCARSO 0.660                3.74% GMEXICO 1.686                  3.33%

ASUR 2.500                 3.68% AMX 1.110                    3.13%

GMODELO 2.057                 2.82% GMODELO 2.230                 2.92%

GMEXICO 0.730                 2.43% ARCA 1.400                 2.33%

IPC 1.0730                 1.80% IPC 1.0313                  2.14%

Source: The companies and BBVA Research 

Yield 10*: Yield calculation with 2009 closing prices 

Yield 11e**: Yield calculation with 2010 closing prices 
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RESEARCH 

Cardinal 
Mexico 

The IPC: Fundamental view 
Shift toward safe assets  
[click to enter ] 

Technical Analysis
Worst week of the year for the IPC  
[click to enter ] 

Macroeconomic Climate 
Macro risk in the US tempered by payroll expansion, but signs of weakness 
persist 
[click to enter ] 

Sectorial Analysis 
[click to enter ] 

 Banks and Retail 

 Conglomerates and Services 

 Construction and Housing 

 Consumer goods 

 Media and Telecom 

 Mining and Petrochemical

 Transport

Credit 
Spreads on various non-bank corporate bonds continue to narrow 
[click to enter ] 
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Company Highlight
English-Spanish Variable On-line 18 pages

Informative report for new investors.
Includes basic information about Mexican companies, regarding: 1) Company activities; 2) Integration of the board;  
3) Historical performances of prices; 4) Summary of the main financial results.

Cardinal
English-Spanish Weekly On-line 18 pages

Weekly report focusing on the Mexican equity market.
Includes events and expectations for markets, economies, sectors and companies. It also has an appendix with extensive 
graphs/statistics, as well as technical, economic and valuation indicators amongst others.

Dividend Analysis
English-Spanish Variable On-line Variable no. of pages

These products are mainly focused on the dividends of the Ibex35 and Eurostoxx50 companies to provide investors with 
more information on their profitability and with more visibility on derivative products.
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Quick Watch
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Bankia reveals how it will fund its ‘bad bank’
Bankia, the entity created by the merger between Caja Madrid, Bancaja and five other smaller 
savings banks yesterday revealed how it will fund its ‘bad bank’ (Banco Financiero de Ahorros).

Banco Financiero de Ahorros will be funded as follows: EUR9,265m from the group’s preference 
shares, EUR6,145m from subordinated debt and EUR7,146m from GGBs (Government Guaranteed 
Bonds ), totalling EUR22,556m of debt. The EUR4,465m of hybrid capital injected by the FROB 
must then also be added to this. This means that senior debt, covered bonds and the remaining 
GGBs (EUR9.3bn) will be placed at Bankia (the good bank).

The group has already stated which assets will remain with BFA:

•	 Foreclosed land.

•	 Land which has been reclassified as substandard.

•	 Portfolio of Industrial participation, valued at EUR5.5bn. According to the information 
available, the group’s major stakes include: 5.7% in Iberdrola, 15% in Mapfre, 23% in Iberia and 
20% in Indra. In addition, the group holds a 15.7% stake in NH Hoteles, 5% in Enagas, 10% in 
SOS, 20% in Mecalux and 27% in Realia. The 38% stake in Banco de Valencia should remain 
with Bankia.

•	 The stake in Bankia itself should be valued at around EUR12bn.

Although the management has insisted that the creation of the bad bank will not have any major 
implications for the payments related to Banco Financiero de Ahorros securities, as bondholders 
we would clearly rather stay closer to the core banking business than the ‘bad bank’. While this 
entity is not strictly a bad bank it certainly has a weaker credit profile than the entity that will 
launch the IPO, Bankia. This is a typical case of structural bond subordination, where the cash flow 
available for the repayment of the debt that remains with BFA will come from both the dividend 
upstream arising from Bankia and the performance of BFA’s assets. 

The market already knew that senior debt was going to be placed at Bankia (good bank). 
Although senior bonds have remained unchanged this morning, we still think that senior debt 
as well as covered bonds of the whole group should benefit from yesterday’s news. We 
recommend for example the Caja Madrid FRN 2013 (ISIN ES0314950686) at DM+275bp. 
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Peripheral Corporates – Weathering the 

storm through deleveraging  

 Not only are asset disposals used for cash flow enhancement, but they also 
play a crucial role in helping meet corporates’ financial obligations, in our view 
Amongst the three major ways that corporates usually use to repay debt (by organically 

generated cash, asset disposal proceeds and refinancing), we believe that asset disposals are 

likely to become a more popular method and more regularly used. Deteriorated market 

conditions and restricted bank lendings have created difficulties for some corporates 

(especially in the periphery Europe) to refinance. Given the still-weak underlying business 

trend, CFOs continue to be under pressure. Corporates could be pushed to optimise their 

existing assets, and spin-off businesses/assets to help fund their near-term maturities.  

 Most of the utilities across Europe have outlined the use of asset disposals 
(especially, sales of minority stakes) as a tool to boost cash 
The liquidity concerns prompt corporates to prioritise their investments, and reshuffle their 

portfolio to focus on core businesses. We have seen a clear trend of such disposals, and 

consider that some companies have more choices and leeway than others, as the potential 

transactions depend on a lot of factors, such as timing, prices and the quality of underlying 

businesses etc. 

 We have classified peripheral corporates into two groups (1 & 2) according 
to their potential ability to undertake asset sales in the near-term 

 Group 1: Corporates that may not be able to do asset disposals 
This category entails both corporates that have limited options as they previously sold their 

‘non-core’ assets (Brisa, Atlantia, Telecom Italia, Gas Natural and Terna), and those that have 

‘postponed’ deals due to a lack of appetite for the assets they had for sale. 

 Group 2: Corporates that still have the potentials to dispose ‘non-core’ assets 
This category includes companies that are likely to benefit from their size and 

asset/geographical diversifications (Iberdrola, Telefónica, Abertis, Repsol, Enel, Eni and EDP). 
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
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Covered Bonds Corner
English Fortnightly On-line Variable no. of pages

A bi-weekly report on the latest developments in the European Covered Bond market: bond issuance, regulatory changes, 
credit trends, ratings downgrades and trading recommendations. 
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RESEARCH 

Gruma 
Mexico 

Company Update  

GRUMAB MM – Food 
Closing price as of April 25, 2011: Ps23.33 OUTPERFORM 

Strengthening US operations 

 Gruma acquires assets in southern USA. The company announced its purchase 
of the assets of Albuquerque Tortilla Company (ATC) for US$8.8mn. We believe 
the payment for this deal is already included in 2011 Capex (about US$100mn). 

 ATC will contribute only about 0.4% of Gruma's total revenues. Albuquerque 
Tortilla brought in US$14mn in sales in 2010, which would be 0.8% of Gruma's US 
sales. 

 The financial position will not be effected. We assume the purchase can be 
financed with debt, with a US$225mn loan Gruma took out in March. We would 
expect the net debt / EBITDA ratio to remain unchanged (2.2x as of 1Q11e). 

 We see the transaction multiple as reasonable, at 0.6x EV/Sales, although the 
purchase was a small one. Gruma is quoting at an EV/Sales ratio of 0.6x. This 
compared to an average of 1.1x for similar companies in Mexico, and an average 
ratio of 0.8x on transactions in the food industry during the past 12 months. 

 We maintain Outperform with a fundamental value of Ps30.80. Although the 
impact on results is modest, we think the purchase will help Gruma strengthen its 
presence in the US market. 

 
Basic Data 
Mkt. Cap. (Ps mn) 13,150  
Number of shares 564  
Average daily volume * 1,104  

 2010 2011e 2012e  
EPS (Ps) 0.91 7.36 2.12  
Ord. EPS (Ps) 0.91 1.46 2.12  
DPS (Ps) 0.0 0.0 0.0  
P/E (x) 25.7 3.2 11.0  
Ord. P/E (x) 25.7 16.0 11.0  
P/C F(x) 6.7 2.3 4.6  
P/BV (x) 1.2 0.6 0.6  
EV/EBITDA (x) 8.5 6.1 5.2  
FCF yield (%) 27.8 8.0 14.6  
Dividend yield (%) 0.0 0.0 0.0  
No. of shares in mn. *Average daily volume in thousand shares.  
Source: Company data and BBVA Research 

Mexico City, April 25, 2011 

Market Analysis 

Equity Research 

Food Industry 

Fernando Olvera Espinosa  
de los Monteros (*)  
fernando.olvera@bbva.bancomer.com 
5255 5621 9804 

 
(*) Author/s of this report 

Snapshot

Stock Market Performance  
(-3y until last close) 
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RESEARCH 

Credit: Pemex 
Mexico 

Credit Research 

• Pemex's 1Q11 report showed, as expected, solid growth in revenues, to Ps353mn 
(+14.6% YoY), primarily due to a rise in oil prices (+29% YoY) and an increase in 
export volume to 1.372mbd (+10% YoY, close to 53.3% of production). EBITDA rose 
to Ps158.07bn (+17.0%YoY). 

• Pemex maintains a solid liquidity position (cash totals Ps126.72bn, -3% YoY) for 
covering proximate short-term maturities (Ps96.50bn, +1.1% YoY) while cost-
bearing debt (not including pensions) is Ps621.9mn (+5.6% YoY). Additionally, 
Pemex announced liquidity lines totaling US$3.5bn, of which it has only used 7.1%. 

• The state-owned oil company also confirmed the discovery at Pareto-1 in 
Tabasco, where it estimates crude oil production of 3,019bd, although this is 
currently in the initial characterization study to calculate the certifiable reserves. 
As of January 1, 2011, Pemex reported 1P reserves of 13,796 equivalent mnbd (-1.4% 
YoY), 68% of which are developed. 

• Pemex may begin its financing plan on international markets, according to 
Bloomberg the company is about to begin its roadshow in Europe. The 
corporation expects to issue up to US$3bn in bonds on international markets, and 
possibly another local market issue additionally to the Ps10bn issued in March, 
although it has not confirmed any dates for the moment. 

• In April, Pemex z-spreads performed better than those of Petrobras. In mid-April, 
Pemex´19 vs. Petrobas´19 reached its lower differential (@-30bp) since beginning 
of the year, in the first week of May is @-20pb. Pemex´35 and Petrobras´40 
spread is @+5bp to +15bp, similar range since the beginning of the year. 

• In our opinion, there is still value in Pemex bonds. We believe the stability of 
production and reserves, the rise in exports and increase in oil prices continue to 
improve the fundamentals of this company; a future driver for results could be 
integrated E&P contracts, which would be beneficial to its results. We also see 
appeal in the spread of 40-75bp (depending on the term) paid on Pemex bonds 
above UMS bonds. We reiterate our Buy recommendation on bonds of this state-
owned company. 

Mexico City, May 5, 2011 

Market Analysis 

Credit 

Edgar Cruz Borges (*)  
edgar.cruz@bbva.bancomer.com 
5255 5621 9774 

 
(*) Author/s of this report 

Credit: Food 
Mexico 

credit research 

Strengthening presence in the Americas 

• Mexican corporations operating in the food industry have made an effort to build 
a presence in some regions of the US via acquisitions. Bimbo (BBB/BBB/Baa2)1, 
Sigma (BBB-/BBB-)  and Herdez (mxAA/AA(mex)  have made leveraged 
acquisitions through debt, a situation that in some cases has pressured some of 
their credit metrics. Additionally, despite pressures on profit margins caused the 
rise in the price of some commodities, they have maintained stable operating 
cash generation, and in some cases used it to pay down debt. 

• Sigma is making an effort to lower its debt after acquiring Bar-S Foods, and a 
possible refinancing of its dollar-denominated syndicated loan maturing in 2013 
could make its debt maturity profile more comfortable. S&P currently has the 
corporate on negative watch because it believes debt levels will decline more 
slowly than the company is planning. S&P expects a total debt to EBITDA ratio of 
2.6x in 2011, and 2.1x in 2012. In our opinion, these ratios are feasible for Sigma if it 
devotes a substantial portion of its operating flow to pay down debt. In our 
opinion, Sigma's global issue at 6.875% 2019 is attractive, comparing well against 
other notes in the LatAm industry, even lower-rated ones, like BRFSBZ 7.25% 
2020 by Brazil Foods. The local note with a floating benchmark also compares 
well against similar notes by Bimbo, Herdez and others in the local AA rating 
range (global: BBB). 

 

Figure 1 
Z-Spread on LatAm food industry investment grade global notes 
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México City, May 12, 2011 
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Credit Snapshot
English-Spanish Daily On-line Variable no. of pages

This is used to provide a quick view of a company’s results, of a piece of news which we deem very important, regulatory 
change proposals, etc. It is not published on a regular basis. 

Global Credit
English-Spanish Variable On-line Variable no. of pages

In-depth reports about relevant Latam credit market topics for international investors. It is not published on a regular basis 
and the main difference with an Issuer Report is that it is longer and that it usually does not need to be released so quickly 
as a snapshot. This type of document is focused on global markets.

Local Credit
English-Spanish Variable On-line Variable no. of pages

In-depth reports about relevant Latam credit market topics for local investors. It is not published on a regular basis and the 
main difference with an Issuer Report is that it is longer and that it usually does not need to be released so quickly as a 
snapshot. This type of document is focused on global markets.
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Credit Outlook 
Mexico 

Credit Research   

Return of high-yield bonds to local market 

• Some companies that had not placed any local debt issuances from some time 
may auction notes. Financiera Independencia (IDR: ‘BB- / BB-’) could issue up to 
P$1.5bn and Alsea P$1bn. These bonds would join recent placements in that rating 
range from Elektra (P$2bn) and Grupo Famsa (P$1bn). Recent local high-yield 
bond issuances have offered a coupon of TIIE28 +200 to 300bp with a three-year 
maturity, which investors with greater risk appetite could find relatively more 
appealing than investment grade issuances.  

• In the local market, the spreads of Elektra ‘A(mex)’ have tighten between @20bp - 
@40bp while the spread of Coppel (‘mxA’ / ‘A+(mex)’)’s bond has narrowed by 
almost 30bp following Fitch’s upgrade on an improvement in its credit 
fundamentals.  

• There is ongoing appetite for high-yield issuers in the international market in 
dollars. Mexican issuers (Satmex, Maquinaria GEO and KCS Mexico) have placed 
US$685mn in recent weeks. Of the eight issuers that have made debt placements 
so far this year, only two have had investment grade.  

• The state-owned electrical corporation (CFE) may issue a bond in international 
markets. According to Reuters the bond will be for US$1bn and maturity a 10 year 
maturity. CFE credit ratings are the same as Mexico and Pemex.  

• Maxtel 11% 2014 (‘B-’ / ‘Caa1’) is one of the dollar-denominated Mexican bonds 
undergoing the biggest narrowing of spreads in recent weeks on the possibility of 
paying lower interconnection rates after the High Court ruled that Cofetel 
resolutions will prevail. This means all of Cofetel’s interconnection resolutions will 
be applicable when operators fail to reach an agreement. 

Mexico City, May 13, 2011 

Market Analysis 

Credit 

Edgar Cruz Borges (*)  
edgar.cruz@bbva.bancomer.com 
5255 5621 9774 

 
(*) Author/s of this report 

Credit Outlook
English-Spanish Variable On-line Variable no. of pages

Document describing local and global credit markets denominated in dollars in which Mexican corporates participate.
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FX Insights 

   
 
 

 

Madrid, 18 April 2012 
 

Market Analysis 

FX 

 

One Foot In, One Foot Out 
 Choppy Markets Still Ahead 

Although still tepid, we believe that we have passed the peak of the EMU crisis; this does not 
mean there are not lingering issues, but structural reform looks to be gaining traction and 
policymakers appear to be working more in-sync. For the FX space, this likely means 
continued choppy markets through the end of Q2 as the market remains fractured not only 
on EMU issues, but also on the possibility of additional QE from the Fed and IMF funding. 

 Weaker JPY, AUD, BRL Near-term; Stronger MXN at Year-end 
With our general macro views remaining the same, our directional FX views remain little-
changed. Within the G10 FX space we have adjusted our near-term USDJPY view higher to 
reflect possible FX intervention around 80 as well as AUDUSD higher to reflect the recent 
change in spot and a less aggressive EMU view. Within the EM FX space we have adjusted 
our near-term USDBRL view higher on the notion the BCB will be successful in defending 1.80 
and we have revised our year-end USDMXN lower on expectations of US cyclical 
outperformance as well as expectations of strong fixed income inflows. 

 Rolling Out NOK and SEK 
This month sees the addition of NOK and SEK to our coverage universe; please see pages 8-9.

 

Figure 1  

Spot and Forecasts 

Forecasts 

FX Pair 
Spot* 1M 3M 6M 9M 12M 24M 

Medium-term (12M) 
Revision 

EURUSD 1.3137 1.2700 1.2500 1.2800 1.2600 1.2900 1.3300 ◄► 

EURGBP 0.8243 0.7900 0.7830 0.7880 0.7857 0.7745 0.7520 ◄► 

EURJPY 106.04 102.24 101.88 106.88 106.47 109.65 118.70 ◄► 

EURCHF 1.2016 1.2150 1.2400 1.2600 1.270 1.290 1.3700 ◄► 

EURNOK 7.5393 7.4000 7.3000 7.2000 7.1000 6.9500 6.8000 N/A 
EURSEK 8.8832 8.8500 8.7800 8.6800 8.7000 8.5500 8.2500 N/A 

GBPUSD 1.5936 1.6076 1.5964 1.6244 1.6036 1.6656 1.7687 ◄► 

USDJPY 80.72 80.50 81.50 83.50 84.50 85.00 89.25 ◄► 

USDCHF 0.9146 0.9567 0.9920 0.9844 1.0079 1.0000 1.0301 ◄► 

USDNOK 5.7423 5.8268 5.8400 5.6250 5.6349 5.3876 5.1128 N/A 

USDSEK 6.7625 6.9685 7.0240 6.7813 6.9048 6.6279 6.2030 N/A 

USDCAD 0.9865 1.0250 1.0250 0.9800 0.9900 1.0200 0.9500 ▲ 

AUDUSD 1.0407 1.0000 1.0100 1.0400 1.0633 1.0733 1.1067 ▲ 

USDARS 4.3915 4.4783 4.5729 4.7365 4.8748 5.0381 5.7898 ◄► 
USDBRL 1.845 1.814 1.784 1.804 1.804 1.819 1.857 ◄► 

USDCLP 485.37 484.36 486.82 489.51 492.63 49562 510.80 ◄► 

USDCOP 1769.10 1760 1730 1740 1790 1740 1760 ▼ 

USDMXN 13.084 12.85 12.90 12.65 12.60 12.39 12.57 ◄► 

USDPEN 266 2.65 2.64 2.62 2.60 2.58 2.52 ◄► 

USDCNY 6.3048 6.2888 6.2467 6.2000 6.0800 5.9833 5.6982 ◄► 

USDSGD 1.2480 1.2717 1.2667 1.2350 1.2300 1.2167 1.1900 ◄► 
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* 17/04/12; 17:30h 
Source: BBVA Research estimates 
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  Daily FX 
  European Opening 

  
 

Market Analysis 

Fx  Madrid, 16 May 2011 
  
OECD Concerns Over Greece Still Dominate 

EUR traded lower despite a positive Q1 euro zone GDP print, as EU leaders still appeared to be 
indecisive in granting fresh aids to Greece ahead of their meetings at Brussels today and 
tomorrow. 
 
Today, markets await Eurozone inflation figure and US Empire State 
Manufacturing data 
The market will focus this week on: 16-17 May Eurogroup meeting (details of Portugal's 
EUR78bn aid package, but no decisions about further aid to Greece are expected to be made); 
Fed, RBA and BoE minutes; and bond auctions in Greece, Belgium, Spain and Portugal 
 
March machinery orders in Japan fared better than expected… 
... but the reaction of JPYUSD has been muted. The pair will likely remain range-bound 
depending on global risk premium 
 

 

Latam 

Calendar 

 

Another Session of Risk Aversion in Markets 
Diverse EU risk premium factors weighed down on most Latam currencies. 
 
The PEN Again Is the Exception 
The nuevo sol closes with gains, still reacting solely to local electoral developments. 
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IMM Report
English-Spanish Weekly On-line 5 pages

This report analyses the performance of non-commercial positioning in currency futures of the Chicago Mercantile 
Exchange. This analysis allows us to value market sentiment and detects any extreme levels that could represent a risk of 
significant changes in the spot market.

Global Daily FX
English-Spanish Daily On-line 5 pages

This report offers news from the world of currencies from both a global and a local point of view, integrating different 
approaches: flow analysis, technical analysis, economic research, etc. The situation analysis is combined with specific 
short-term recommendations within our medium and long-term scenarios. It is updated three times a day for the Asia, 
Europe and America open.

FX Insights
English-Spanish Monthly On-line 30 pages

FX Insights is FX Strategy’s flagship publication and is produced monthly in both English and Spanish. The publication 
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Position Current Change 3Y Max 3Y Min

% 

vs. Max

3Y 

Percentile

USD Short -514 4,162 41,053 -41,516 1.24% 52.20%

EUR Short -13,293 -2,522 18,419 -33,326 39.89% 35.20%

GBP Long 817 -1,113 5,260 -6,972 15.54% 79.00%

JPY Short -4,788 1,445 9,688 -10,264 46.65% 13.00%

CHF Short -1,171 -1,131 3,716 -4,636 25.26% 32.00%

CAD Long 6,601 -906 11,518 -2,808 57.32% 84.30%

AUD Long 7,111 817 9,461 -4,985 75.16% 82.30%

NZD Long 1,562 -38 2,121 -417 73.65% 88.80%

MXN Long 3,674 -715 5,750 -1,273 63.89% 71.80%

Madrid, 19 November 2012

Net Non-commercial Position in CME (USDmn) USD Net Non-commercial Position in CME (USDmn)

Source: Bloomberg and BBVA Research estimates
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IMM FX Update
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IMM Speculators Sold EUR and GBP as Eurozone Concerns Linger
According to this week’s CFTC report dated 13 November, speculative investors increased their bets against EUR for the fourth consecutive week. EUR net-short positions grew 

circa USD2.5bn to around USD13.3bn, the largest position since mid-September. Nonetheless, given the rebound seen in EUR crosses since Tuesday, this positioning could have 

shifted in the last few sessions. 

After five weeks of selling JPY, investors had a net short JPY positioning. We would point out that the data was collected before the election was announced, with net-short JPY 

positioning standing at circa 46% of 3-year peak. Since then USDJPY has risen around 2.5%, so the bets against JPY have probably increased. However, we think positioning 

should not hinder USDJPY climbing higher on expectations of an LDP victory, given that the opposition party mandate is to more aggressively use monetary easing policies to 

stimulate growth. on expectations of an LDP victory, given that the opposition party mandate is to more aggressively use monetary easing policies to stimulate growth.

USD net short positions decreased circa USD4.1bn, remaining in a neutral net-short position (circa USD0.5bn). Hopes of a fiscal agreement between Democrats and Republicans 

in conjunction with an ongoing improvement in US fundamental figures favoured the continuation of the correction in USD net shorts. 

Hedge funds and other institutional accounts increased their net-short CHF position and squared their net-long GBP position.  Nonetheless, the positioning in both currencies is 

far from stretched. We note that these are respectively the biggest short and smallest long positions seen since the beginning of September.

Within the commodity bloc, investors remained generally net long. However, investors increased their bets on AUD for the fourth consecutive week after the improvement in 

unemployment figures. CAD and MXN longs are still at high levels, around 57% and 64% above their three year maximums respectively, although they suffered a significant 

correction last week. Finally net-long NZD positioning remains the largest in the G10 (relative to history), increasing the risk of a short-squeeze if sentiment deteriorates or 

domestic macro figures surprise to the downside.
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Shortest-terms distorted by regulatory 
and fiscal issues
•	 Very	short-term	interest	rates	in	the	US	have	been	falling	sharply	over	the	

last	few	weeks
However, this is by no means due to a dovish feeling in the market regarding the Federal 
Reserve’s future monetary policy.

•	 This	downward	movement	in	short-term	rates	is	a	result	of	the	impact	of	
certain	regulatory	and	fiscal	changes:	
i) Roll-off of the Supplementary Financing Programme (SFP); and ii) an increase in the number 
of assets subject to compulsory insurance by the Federal Deposit Insurance Corporation 
(FDIC).

•	 The	US	Treasury’s	decision	not	to	roll	over	the	SFP	from	the	beginning	of	
February	involves	USD25bn	being	rolled	off	in	56-day	T-bills	per	week	from	
February	until	the	end	of	March
This reduces the pool of alternative lending assets in the short term money markets, which 
poses downward pressure on rates for remaining assets (repos, Fed funds, etc.).

•	 As	for	the	new	FDIC	regulation,	the	main	innovation	is	that	the	fee	paid	
by	all	insured	banks	will	be	based	on	all	liabilities	and	not	only	on	insured	
deposits	(as	had	been	the	case	so	far)
Banks try to offset this higher cost (fee) by paying less for Fed Funds. This is having a knock-on 
effect on T-Bills and repo markets rates, in view of the lower potential returns in the Fed Funds 
market.

•	 A	possible	final	resolution	on	the	debt	ceiling	for	US	Treasury	debt	could	
temper	this	phenomenon
A change in Federal Reserve’s policy could also do so, although we believe this is still far in the 
future.

Chart 1
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BBVA is the world’s number one 
ranked EURUSD forecasting 
house for the year ending 2Q13 , 
according to Bloomberg survey of 
the top 67 financial institutions 
 

BBVA rated top forecaster for 
Latin American currencies by 
Bloomberg for 2012 

Volatility tumbles after the Fed delays the start of its QE tapering 
Yesterday, the FOMC took the markets by surprise as the Fed decided to delay tapering its QE programme at its September meeting. The 
immediate reaction in the global markets saw risk appetite surging, with the USD being the logical collateral victim of this shock. Meanwhile, like 
most other asset classes, G10 FX volatilities (and USD crosses in particular) slumped in the aftermath of the Fed’s dovish decision. While we 
recommended long vega positions into the September FOMC meeting, the entire EURUSD implied curve shifted much lower, with part of the 1M 
to 1Y tenors curve reaching their lowest levels since late 2007. Nonetheless, in our view, the potential for further downside appears to be limited. 
First of all, the very weak EURUSD realised vols will start to act as a strong floor for implied volatilities. Secondly from a more fundamental point of 
view, the decision of the Fed to move away from its pre-telegraphed view has increased the overall level of uncertainty in global markets. 
Furthermore, residual sovereign market concerns remain in the EMU that could re-emerge at any time. Thus, going long 1Y EURUSD volatility at 
a 5-year low seems a great entry point in order to play for a continuation of the YtD range. On the smile side, EURUSD risk reversals have 
significantly edged north, paying on average 0.30 vol less for EUR puts along the curve than a week ago.  

While the FX volatilities retraced significantly in the high-beta space, the most important correction occurred in the USDJPY vol curve. Although 
the spot completely recouped the ground lost post-FOMC, USDJPY implied volatilities slumped to fresh 6-month lows.   

Figure 1   
Figure 2  

G10 FX volatility dashboard  1M ATM implied volatility, 1-week change

Last 1W % chg. Last 1W chg. 6M Pc. 1M RV 1M IV-RV 1W chg. 6M Pc. Last 1W chg. 6M Pc.
EURUSD 1.355 1.9% 6.70 -0.51 0% 6.63 0.07 -0.73 59% -0.64 0.30 95%
USDJPY 98.9 -0.7% 10.55 -1.41 0% 9.86 0.69 -0.97 62% -0.48 0.30 40%
EURJPY 134.0 1.2% 10.08 -1.30 0% 8.94 1.14 -0.47 85% -0.74 0.30 75%
GBPUSD 1.609 1.8% 6.45 -0.41 2% 6.70 -0.25 -0.89 42% -0.51 0.14 100%
EURGBP 0.843 0.1% 5.98 -0.50 0% 5.87 0.11 -0.56 58% -0.34 0.00 8%
USDCHF 0.910 -2.2% 7.98 -0.90 21% 8.15 -0.17 -0.82 62% 0.79 -0.35 18%
EURCHF 1.233 -0.4% 4.59 -0.44 30% 3.79 0.80 -0.04 76% 1.40 -0.03 40%
EURNOK 7.83 0.0% 7.68 -0.46 65% 9.15 -1.47 0.28 26% 0.80 -0.12 63%
EURSEK 8.56 -1.3% 6.75 -0.32 41% 7.51 -0.76 -0.46 49% 0.75 0.01 82%
USDCAD 1.020 -1.2% 6.01 -0.63 23% 5.96 0.05 -0.95 60% 0.69 -0.10 4%
AUDUSD 0.951 2.6% 9.45 -1.03 29% 11.63 -2.18 -1.77 23% -1.45 0.40 72%
NZDUSD 0.842 3.4% 10.16 -1.15 28% 12.92 -2.76 -1.68 22% -1.14 0.49 78%

Spot* 1M ATM IV 1M vol. premium 1M 25D RR
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* 19/09/13; 11:00 h  
Source: BBVA GMR and Bloomberg

 Source: BBVA GMR and Bloomberg 

   

REFER TO IMPORTANT DISCLOSURES ON THE LAST TWO PAGES OF THIS REPORT
Banco Bilbao Vizcaya Argentaria, S.A. is a legal person incorporated under Spanish law. BBVA is not a member of the FINRA and is not subject to the rules of disclosure affecting such members. The persons who have prepared and or contributed to the 
preparation of this Report are not registered members of the FINRA.

Battling strong 
headwinds, but value 
in European equities
April 2011

Joaquín García Huerga, CFA European Equity Chief Strategist I jghuerga@grupobbva.com I +34 91 374 68 30

Nicolás Trillo European Macro Chief Strategist | nicolas.trillo@grupobbva.com I +34 91 537 84 95

European Equities

Markets
	 LatAm

Global Equity
	 Equity Europe
		  Equity Derivatives
	 Equity LatAm

Global Credit
	 Credit Europe
	 Credit LatAm

Global FX
	 G10 & Asia FX
	 LatAm Fx

Macro &  
Sovereign Bonds 
	 M&SB Europe
	 M&SB LatAm



Page 26* The data, recommendations, prices and images herein contained are only examples included for information purposes and do not reflect the current situation.

Product index
Market Analysis

Product Catalogue
FX Strategy 
Market Analysis 
11 January 2016 

PLEASE SEE IMPORTANT DISCLOSURES ON THE LAST TWO PAGES OF THIS REPORT. 
Page 1 

LatAm FX Watch 

New York: 
Alejandro Cuadrado 
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Still hangover 
The depressed risk environment continues to take its toll on LatAm. The Chinese inspired correction and sustained 
uncertainty about FX and other policy responses has increased investor concerns; commodities also remain under 
pressure and all together they send LatAm currencies toward new lows (MXN, CLP, PEN). Some flows have managed to 
keep some of the most affected in 2015 (BRL, COP) from marking new lows, which also speaks of valuations and the long 
road traveled already. The USD has nevertheless been reinforced too by both, a more consistent macro backing and 
certain disregard of Chinese and market noise from Fed members. And LatAm continues to offer minimal resistance. For 
MXN, Banxico auctions remain a technical intraday resistance that has not prevented the climb toward the 18 handle. In 
Colombia, BanRep’s intervention remains muted but Treasury actions have had a notable impact and helped to dampen 
the oil correlation. This should still proof temporary though, and we continue to warn of COP vulnerability. It still comes 
down to sentiment though. Without some improvement in global risk appetite volatility will continue to undermine carry and 
a reversal in LatAm trends to taste like a 2015 hangover. 
Central banks looking the other way, uninspiring activity and local flows 

Beyond the key risk recovery, attention locally focuses on Chile and Peru’s central bank decisions and Colombia’s Isagen 
sale (after the late start of the week). Investors will watch for any 11th hour legal action that could derail a sale that has 
otherwise received the confidence boost of two formal bidders. This implies that actual flows into COP (for up to USD3bn) 
may only materialize later this month and eventually extend the COP streak (relative to oil and other LatAm). Regional 
activity remains uninspiring. Brazil retail sales will likely continue to drop with job destruction dragging domestic demand, 
while in Mexico IP may be just steady. In Chile consensus is in full for a BCCh pause at 3.50%. This was telegraphed in 
the bank’s minutes and inflation report, but it still may be worthy to have an eye on inflation expectations. More hikes may 
come, but they will be gradual and the timing less certain as activity has continued to disappoint. The opposite may be true 
for Peru’s BCRP as pressures have increased to raise rates again, to 4.00%, after new climbs in inflation and expectations 
and a less evident drag in activity. The higher PEN implied yields should still dilute the effects of a hike though, with a 
bigger focus on the balance between NDF maturities and FX swaps. In that regard this week could see a steadier 
USDPEN. But we still use dips to renew long USDPEN, and also expect FX swap maturity pressure to increase later this 
month.  

  
Key Economic Releases 

 
Source: Bloomberg 
 
 

Country/ Release Implications Date Period Survey Prior
United States
Retail Sales Advance MoM Steady consumption may be key for Fed response 15-Jan Dec 0.0% 0.2%
Industrial Production MoM Output drags limit the USD yield push 15-Jan Dec -0.2% 0.3%
U. of Mich. Sentiment 15-Jan Jan 93.0 92.6
Europe
ECB meeting minutes 14-Jan Dec
Brazil
Retail Sales YoY New drops underscore the bottomless recession 13-Jan Nov -9.3% -5.6%
Mexico
Industrial Production NSA YoY Steadier growth reinforces fundmentals 11-Jan Nov 1.5% 0.5%
Colombia
Markets closed for local holiday 11-Jan
Isagen sale auction Watch for legal actions and final price 13-Jan
Chile
Central Bank's Economist Survey To watch after the latest price climb 12-Jan Jan
Central Bank's Traders Survey 13-Jan 1H-Jan
Overnight Rate Target Full consensus for pause, mild CLP negative 14-Jan Jan 3.50% 3.50%
Peru
Reference Rate Pressures for hike increase but higher PEN yields mute FX effect 14-Jan 3.75% 3.75%
Economic Activity YoY Slowdown in activity seems less compelling in Peru 15-Jan Nov 3.8% 3.0%

LatAm FX Watch
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The LatAm FX Watch is a short-term update of LatAm FX and macro trends, released on a weekly basis. It includes a full 
agenda of upcoming key events and calendar, both globally and for LatAm markets. The report is in published English 
and outlines our fundamental and technical views on LatAm currencies as well as revised short-term forecasts and trading 
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Shortest-terms distorted by regulatory 
and fiscal issues
•	 Very	short-term	interest	rates	in	the	US	have	been	falling	sharply	over	the	

last	few	weeks
However, this is by no means due to a dovish feeling in the market regarding the Federal 
Reserve’s future monetary policy.

•	 This	downward	movement	in	short-term	rates	is	a	result	of	the	impact	of	
certain	regulatory	and	fiscal	changes:	
i) Roll-off of the Supplementary Financing Programme (SFP); and ii) an increase in the number 
of assets subject to compulsory insurance by the Federal Deposit Insurance Corporation 
(FDIC).

•	 The	US	Treasury’s	decision	not	to	roll	over	the	SFP	from	the	beginning	of	
February	involves	USD25bn	being	rolled	off	in	56-day	T-bills	per	week	from	
February	until	the	end	of	March
This reduces the pool of alternative lending assets in the short term money markets, which 
poses downward pressure on rates for remaining assets (repos, Fed funds, etc.).

•	 As	for	the	new	FDIC	regulation,	the	main	innovation	is	that	the	fee	paid	
by	all	insured	banks	will	be	based	on	all	liabilities	and	not	only	on	insured	
deposits	(as	had	been	the	case	so	far)
Banks try to offset this higher cost (fee) by paying less for Fed Funds. This is having a knock-on 
effect on T-Bills and repo markets rates, in view of the lower potential returns in the Fed Funds 
market.

•	 A	possible	final	resolution	on	the	debt	ceiling	for	US	Treasury	debt	could	
temper	this	phenomenon
A change in Federal Reserve’s policy could also do so, although we believe this is still far in the 
future.

Chart 1
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Limited impact of a  
potential US debt downgrade 
•	 A US debt rating downgrade; not impossible, but still not very likely either

The announcement of a negative outlook for US debt by S&P in April was accompanied 
by a 33% probability that this downgrade would lead to a rating cut within the next 2 years. 
However, in our opinion, such an outcome should still be considered as remote at this stage.

•	 According to our analysis, the potential impact of a one notch downgrade 
on 10y yields would be no more than 60bp
There has been an impact of around 12bp-15bp on 10y rates since the announcement of the 
negative outlook on 18 April. According to our model, a scenario of 100% probability of a one 
notch downgrade would imply an overall 55bp-60bp upward impact on the 10y Treasury 
levels prior to the announcement (15bp already priced in and 45bp still remaining).

•	 Two main factors should support Treasuries and justify this limit to an 
upward reaction in yields
Foreign flows remain robust implying that for the time being it is unlikely that US Treasuries 
will lose their role as a global store of value. Moreover, the share of domestic holders, 
supposedly less sensitive to rating factors, has increased recently (particularly in the case  
of the Fed).

Chart 1
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No acceleration in rate rise outlook
•	 The ECB has confirmed its first rate rise 

However, the ECB left its message on future movements unchanged: it will act based on the 
evidence. The main focus of concern is the anchoring of price expectations and, for now, there 
is no evidence that this is breaking down. 

Our economists still expect another 25bp rise in July followed by a pause for the rest of the 
year. In 2012 they foresee another 50bp. This is a slightly more dovish scenario than the 
market is discounting (another 50bp this year and 50/75bp in 2012).

•	 Inflationary risk factors are gaining in importance as pressure on 
commodities drags on
The ECB is fading as an issue since rate tightening has been virtually priced in for the next 
few quarters. Government and swap curves are still tending upward and still moderate in their 
movements. Yields generally are close to the top end of their forecast ranges for the first half 
of 2011 (2.60% 2Y Swap and 3.90% for the 10Y Swap) and offer little more upside.

•	 Little change in slopes
Movements in yields have mainly been driven by global factors (risk premiums and the 
general inflationary environment). The ECB’s unchanged message favours a relatively stable 
curve in the short term.

Table 1

Forecast ranges

 Spot* 1M (e) 3M (e) 6M (e)
Mid-term  

outlook update

ECB Rate 1.25 1.25 - 1.25 1.25 - 1.50 1.50 - 1.50 ↔
3M Rate 1.33 1.20 - 1.35 1.40 - 1.60 1.50 - 1.75 ↔
2Y Swap 2.40 2.30 - 2.50 2.30 - 2.60 2.45 - 2.60 ↔
10Y Swap 3.71 3.70 - 3.80 3.80 - 3.90 3.80 - 3.95 ↔
 2Y Govt 1.86 1.80 - 2.00 1.90 - 2.10 2.00 - 2.10 ↔
10Y Govt 3.42 3.30 - 3.50 3.40 - 3.60 3.50 - 3.70 ↔
*15/4/11 
Source: BBVA Research estimates
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Market Update 
Yesterday

 
● EMU​ ​GDP​. The second estimate confirmed a 0.3% QoQ GDP growth in 3Q15, decelerating  from 0.4% QoQ in 

2Q15 (in annual terms growth remained unchanged at 1.6% YoY).  Breakdown details: Private consumption 
accelerated to 0.4% QoQ from 0.3% QoQ, whereas public consumption registered a remarkable increase of 0.6% 
QoQ (from the previous 0.3% QoQ). Fixed capital formation remained almost flat (­0.01% QoQ) after having also 
been quite feeble in 2Q15 (+0.08% QoQ). Exports posted a remarkable deceleration (0.2% QoQ from 1.6% QoQ 
in 2Q15), growing below imports, which repeated the 0.9% QoQ growth seen in 2Q15 (as a consequence of this, 
net external demand had a negative impact of 0.3pp QoQ on GDP growth from a 0.4pp positive contribution in 
2Q15).  ​Our view ​. The breakdown details have not helped to dispel the concerns about the EMU cyclical 
momentum which: i) still allows limited scope of acceleration; ii) offers specific weakness in terms of the 
contribution by demand components (some concerns arise from the fact that fixed investment has been almost flat 
over the last two quarters as well as from the weakness of exports despite the support which they are supposed to 
be receiving from the euro’s depreciation)and iii) it does not offer any reassurement from a geographical 
perspective: Germany (from 0.4% QoQ to 0.3% QoQ) Italy (from 0.3 to 0.2%), Spain (from 1.0% to 0.8%) and 
Belgium (0.5% to 0.2%) have decelerated this quarter whereas the Netherlands repeated the quite scarce 0.1% 
QoQ growth. The only improvement was that of France (+0.3% QoQ growth from the previous 0% QoQ, albeit with 
a significant role being played by inventory accumulation).  

● Japan​: 3Q15 GDP growth was revised yesterday from ­0.8% QoQ annualised to 1.0% QoQ annualised (vs. ­0.5% 
QoQ in 2Q15). One of the components contributing the most to this upward revision was Private non­residential 
investment which is now estimated to have grown 2.3% QoQ annualised from c. ­5% initially estimated. Private 
consumption increased 1.5% QoQ ann. from ­2.1% in 2Q15. Exports increased 11.1% QoQ ann. and imports 
+7.0% (­16% and ­10.0% in 2Q15, respectively).  

● China trade figures. ​The RMB value of exports fell by ­3.7% YoY in November in line with last month’s figures 
but below what the markets were expecting (consensus: ­2.9% YoY).The pace of imports continued to decline and 
narrowed by ­5.6% YoY, although this is better than what the markets expected (consensus: ­11.3% YoY).  

● SPGB Flows.​ These last couple of days our trading activity has been milder due to the long­weekend in Spain. 
Overall this activity was focused on the 5­10Y area that continues to be the hotspot of the curve. There we saw 
foreign accounts buying in moderate clips, mostly in maturities closer to the 5Y and the 10Y areas, while some 
local banks and asset managers were sellers in the 5Y area. 

● BTP Flows.​ Activity for has been relatively stronger for BTPs in the last couple of days despite the national 
holidays. We saw good amounts in the short­end due to portfolio adjustment trades before the year end, although 
in terms of positioning the sweet spot continues to be in the 5­10Y area. Within this area we saw some local banks 
and eurobanks adding duration to their portfolios switching out the 5Y into the 10Y area, while we saw some 
fast­money flows engaged in more technical trades around the belly of the curve. 
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Special Notes
English Weekly On-line 5 pages

Ad-hoc notes which look at the current features of the interest rate markets in Europe and the US that we consider to be 
particularly significant. Generally combines analysis of the trend in the underlying, a specific position with regards to the 
foreseeable trend and recommendations for products that capitalize on our outlook. They may take the form of in-depth 
analysis of current issues or short notes with analysis and recommendations for opportunities that have arisen from short-
term movements on the market.

European Periphery Daily
English Daily On-line Variable no. of pages

Daily coverage of the most relevant events impacting on the EMU interest rates with special focus on sovereign bond 
markets of Spain, Portugal and Italy. This includes an specific focus on the economic issues (macro data, politics, financial 
events,..) as well as on the performance of the peripheral sovereign bond curves (flow analysis, short and mid term outlook, 
recommendations on both directional and relative value trades, ...)

Euro Overview
English-Spanish Monthly On-line Variable no. of pages

Analysis of the Euro interest rate curves, looking at the outlook for the action to be taken by the ECB, monetary curves, 
direction of Govt and Swap rates and the profile of slopes (including the relative value per tranches).
Includes a range of forecasts for both the next 4/6 weeks and a medium-term outlook (12/24 month forward) as well as a 
probability analysis for the distribution of the rates according to the tranches within this forward scenario.
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Product index
Market Analysis

Product Catalogue

 


 







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

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Relative Value
English Weekly On-line 8 pages

Four main methodologies (principal components analysis, z spread, adjustments to the theoretical curve and carry & 
roll down) are presented in order to detect which bonds in the Spanish and Italian curves could be trading out of synch 
compared with the rest. Together with these methodologies we offer relative value ideas with an attractive profile of mean 
reversion.

Flow Report
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Copom is dovish, Banxico is divided, as 
simple as that    
 
Bottom Line: After statements and minutes containing mixed messages from both the Copom 
and Banxico, our previous recommendations remain: receive Jan 14s Brazilian rates and 
concentrate at the longer-end of the Mexican local curve.  

 
 
A very quick return to square one  

The volatility of local Brazilian and Mexican local fixed income markets increased over the last few 
weeks, as investors digested the most recent batch of official communications. In both cases, the 
minutes of the March policy decisions appeared to signal a more balanced approach, i.e., the 
possibility of policy accommodation in Mexico, and of a less dovish stance by the Copom, which 
was seen as signaling the end of the easing cycle. Our take on the March minutes was that the 
committees had indeed balanced the previous biases, but that at the end of the day they were 
unlikely to imply drastic changes, in part because they reflected diverging views within the boards 
(For more details see the April 3 piece, Sell the statement, buy the minutes?).  

The subsequent decisions and statements actually tilt the balance back towards the long-
standing positions, i.e., a Banxico on hold and a dovish Copom. We think that these shifts tell us 
quite a bit about the collective thinking and dynamics in each committee, and provide important 
clues about future decisions.  
 
 
Copom: Forget historical levels, now it is about "parsimonious" easing  

The Copom not only cut rates by 75bps as widely expected at the April 18 meeting, but the official 
communication since then has opened the door (albeit only moderately) to further interest rate 
cuts. Indeed, by removing the previous reference to an end of the cycle with Selic “slightly above 
the historic low levels,” we are back to a scenario without an official floor for monetary policy 
rates. In fact, the most recent references point towards more “parsimonious” easing at the 
upcoming meetings. It was as if the previous reference had never taken place.  

At this point, it seems that the most important constraint for the committee is the interest rate 
offered to savings accounts rather than any natural macro limits. As a result, the Brazilian curve 
has increasingly become uncorrelated with external factors and to some extent with short-term 
domestic growth indicators. 

What is very clear is that the committee has consistently emphasized: a) the positive trajectory of 
inflation, and b) a structural decrease of the real neutral rate, although it has not offered any 
additional guidance on specific levels.  This suggests that, at a minimum, the committee is ready 
to keep interest rates at the current low levels for a while, and that there could be space for 
further cuts. Our economist is expecting a 25bps cut at the May meeting followed by a long 
pause.   

 

 

 

Mexico

Fixed Income Overview

Mexico City, March 20, 2012

Market Analysis

Interest Rates

Fixed Income

Interest Rates Mexico/Brazil
Chief Strategist

Ociel Hernández
o.hernandez@bbva.bancomer.com
+5255 5621 96 16

PLEASE SEE ANALYST CERTIFICATION AND OTHER IMPORTANT DISCLOSURES STARTING ON PAGE 6
This report has been prepared by BBVA Bancomer, S.A. Institución de Banca Múltiple, Grupo Financiero BBVA Bancomer. For more information please contact the individuals listed on the cover page of this document. 
No part of this report may be copied, conveyed or distributed into the countries in which distribution is prohibited by law, or furnished to any person or entity in those countries. The failure to comply with these 
restrictions may breach the laws of the relevant jurisdiction.

Fundamentals remain fairly supportive 
for local rates
•	 Another year without monetary triggers: Banxico on hold given balanced economic risks. 

•	 As expected, the yield curve is gaining appeal: The curve is still expensive but carry-trades 
are attractive. 

•	 Tactical trading ranges will continue outweighing directional ones. We open a 7Y/30Y 
flattener (previous recommendation does not apply). 

•	 Fundamentals remain fairly supportive, we are looking for an opportunity window to add 
naked longs in the TIIE and/or Mbono curves at more attractive levels.

Another year without a monetary trigger
Banco de México Banxico keep holding the fonde rate at 4.5% without hinting any change of 
stance in the near future. Recent Banxico’s assessment of economic risks seems to be pretty 
balanced, with remaining uncertainty about the current cycle pace, slack economic and 
employment conditions, and contained inflation risks – but almost 1pp above the target. Given 
extremely low inflation during the first half of 2011, the base effects will lead to y/y inflation of 
almost 4.0% (the upper end of the variability range) for the next two quarters. This narrows the 
scope for a fondeo rate cut as the current economic slowdown seems to be developing smoothly. 

Another likely trigger of a monetary policy change is the MXN performance. Despite the recent 
appreciation trend, the monetary conditions have remained mostly unchanged. The MXN will 
only be a significant factor at play if its appreciation is coupled with a stronger fall in economic 
activity. However, such combination seems unlikely as markets have typically shorted MXN when 
negative economic surprises take place. The development of domestic monetary conditions 
along with the economic balance of risks will resolve Banxico’s forthcoming strategy. 

How to monitor the monetary conditions?
As argued in earlier reports, Banxico’s balance of risks takes into account the size of the output 
gap, inflation deviation from its target, any direct effect resulting from USDMXN movements, and 
international monetary rates. Our extended Taylor rule includes the monetary conditions index 
(MCI), which allows for the effects of both MXN and real rate movements on the economy and 
prices. Based on it, an appreciation of the MXN to levels below 12.5 combined with 1Q12 and 2Q12 
GDP growth close to 0.0% would result in an estimated fondeo rate cut of 25-50bp. As mentioned 
above, this is clearly not a likely combination. 

As shown in chart 1, there is a straightforward relationship between a leading economic indicator 
and the MCI. Banxico allows the MCI to ease if economic conditions deteriorate; thus, as long as 
the economic cycle keeps expanding, Banxico will not cut the fondeo rate and will just allow the 
real exchange rate to play its expansionary role. 
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 External environment postpones hikes 

The increased attention on European sovereign issues has validated the concerns of central 
bankers across the region that have been focusing on the potential downside risks to a much 
greater extent than the markets. In particular, although domestic activity has remained 
generally supportive, several committees have advocated a more dovish stance in their latest 
communication, including the potential for interest rate cuts by Banxico as early as the next 
meeting. In addition, the COPOM has surprised the markets by leaving open the possibility of 
additional cuts following another 75bps move at the last meeting, further underscoring their 
concerns about the weakness in the industrial sector.  This could not only delay potential 
hikes down the road, but also imply an asymmetric response against BRL appreciation. Even 
in Colombia, where the central bank remains more hawkish, our economists now expect a 
pause for the next few months. 

 However, we stay clear of directional trades at very front-end  

We find it easier to stick to fundamentally-sound structural trades rather than chasing short-
term moves, especially at the very front-end of nominal curves, where we have not 
recommended payers. Deterioration of the external environment could quickly shift the 
stance of central banks that have turned more hawkish. In Chile, we think that there is enough 
positive momentum in domestic demand for break-evens to head higher, while the direction 
of the nominal curve remains correlated to global risk sentiment. We also keep our 
recommendation for receivers in Brazil (Jan 14s), as we think that the COPOM remains by far 
the most dovish central bank in the region. More importantly, the correlation to the external 
environment seems very asymmetric towards lower rates in Brazil. Although Banxico has 
clearly leaned towards a more dovish stance, which includes a relatively high chance of 
interest rate cuts at the next meeting, we do not find receivers at the very front-end of the 
curve particularly attractive given the elevated uncertainties for the next moves.  We focus 
instead on the longer-end of the curve, which benefits from the more dovish bias without 
being overly dependent on a cut at the next meeting. We continue to find the long-end of the 
Peruvian local curve an attractive defensive trade.  

 FX: Focus on long-term PEN and COP value, tactical on high-beta  

Latam currencies are likely to be driven by global risk appetite rather than domestic 
conditions, even in cases in which there has been a revision of short-term monetary policy 
such as Mexico.  This could imply higher volatility as European concerns have resurfaced 
even when global growth conditions appear to have somewhat solidified. This implies 
continued choppy markets through the end of Q2 with additional market fractures potentially 
coming from the possibility of additional QE from the Fed, IMF funding and China’s growth 
We, therefore, do not find much value in overly directional short-term trades, although we 
retain our medium-term positive bias for the MXN over the BRL and the CLP.  At the same 
time, however, the uncertainties for Banxico have increased significantly, and FDI inflows and 
recent depreciation underpin support for BRL, providing some value within the recent ranges. 
On the other hand, we think that medium-term valuations for the COP and particularly for the 
PEN, are stronger insofar as structural inflows remain very solid and there is little scope for 
authorities to effectively change the overall direction.  

 Credit: Overweight Mexico & Peru vs. Brazil & Colombia 

Over the medium-term we see more value in local-denominated debt than in USD credits, as 
we expect the latter to be driven mostly by the direction of US rates. Given the current levels, 
we do not find much scope for further compression of spreads, even as the quality of the 
fiscal fundamentals in low-beta credits is strong.  We think that the risk premia continues to be 
excessive in Peruvian spreads, but is too tight in Colombia and Brazil.  
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 External environment postpones hikes 

The increased attention on European sovereign issues has validated the concerns of central 
bankers across the region that have been focusing on the potential downside risks to a much 
greater extent than the markets. In particular, although domestic activity has remained 
generally supportive, several committees have advocated a more dovish stance in their latest 
communication, including the potential for interest rate cuts by Banxico as early as the next 
meeting. In addition, the COPOM has surprised the markets by leaving open the possibility of 
additional cuts following another 75bps move at the last meeting, further underscoring their 
concerns about the weakness in the industrial sector.  This could not only delay potential 
hikes down the road, but also imply an asymmetric response against BRL appreciation. Even 
in Colombia, where the central bank remains more hawkish, our economists now expect a 
pause for the next few months. 

 However, we stay clear of directional trades at very front-end  

We find it easier to stick to fundamentally-sound structural trades rather than chasing short-
term moves, especially at the very front-end of nominal curves, where we have not 
recommended payers. Deterioration of the external environment could quickly shift the 
stance of central banks that have turned more hawkish. In Chile, we think that there is enough 
positive momentum in domestic demand for break-evens to head higher, while the direction 
of the nominal curve remains correlated to global risk sentiment. We also keep our 
recommendation for receivers in Brazil (Jan 14s), as we think that the COPOM remains by far 
the most dovish central bank in the region. More importantly, the correlation to the external 
environment seems very asymmetric towards lower rates in Brazil. Although Banxico has 
clearly leaned towards a more dovish stance, which includes a relatively high chance of 
interest rate cuts at the next meeting, we do not find receivers at the very front-end of the 
curve particularly attractive given the elevated uncertainties for the next moves.  We focus 
instead on the longer-end of the curve, which benefits from the more dovish bias without 
being overly dependent on a cut at the next meeting. We continue to find the long-end of the 
Peruvian local curve an attractive defensive trade.  

 FX: Focus on long-term PEN and COP value, tactical on high-beta  

Latam currencies are likely to be driven by global risk appetite rather than domestic 
conditions, even in cases in which there has been a revision of short-term monetary policy 
such as Mexico.  This could imply higher volatility as European concerns have resurfaced 
even when global growth conditions appear to have somewhat solidified. This implies 
continued choppy markets through the end of Q2 with additional market fractures potentially 
coming from the possibility of additional QE from the Fed, IMF funding and China’s growth 
We, therefore, do not find much value in overly directional short-term trades, although we 
retain our medium-term positive bias for the MXN over the BRL and the CLP.  At the same 
time, however, the uncertainties for Banxico have increased significantly, and FDI inflows and 
recent depreciation underpin support for BRL, providing some value within the recent ranges. 
On the other hand, we think that medium-term valuations for the COP and particularly for the 
PEN, are stronger insofar as structural inflows remain very solid and there is little scope for 
authorities to effectively change the overall direction.  

 Credit: Overweight Mexico & Peru vs. Brazil & Colombia 

Over the medium-term we see more value in local-denominated debt than in USD credits, as 
we expect the latter to be driven mostly by the direction of US rates. Given the current levels, 
we do not find much scope for further compression of spreads, even as the quality of the 
fiscal fundamentals in low-beta credits is strong.  We think that the risk premia continues to be 
excessive in Peruvian spreads, but is too tight in Colombia and Brazil.  
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Mexican Elections and Markets Volatility
 On July 1, 2012, presidential and congress elections will take place in 

Mexico. Given mounting concerns from markets about its effects on local 
assets as the date approaches,  
in this piece we analyze potential volatility in domestic markets that could result from the 
electoral period. We provide both anecdotic and analytical evidence on the relationship 
between the behavior of markets and general elections.  

 We review the last three elections in selective Latam countries by 
contrasting them against the circumstances surrounding the 2000 and 
2006 vote in Mexico 
Though financial markets have been hit during electoral periods in most countries, volatility has 
tended to decrease with the improvement of macro fundamentals. We highlight that 
macroeconomic stability in Mexico has been in place for the last decade as opposed to other Latam 
countries, and so the possibility of financial markets being structurally affected has declined. 

 The evidence suggests that idiosyncratic features of past elections have 
contributed to some local market volatility, but the global economic 
context was also a key factor at play 
We found out that estimated volatility resulting from external factors explains most of the MXN, 
interest rate and IPC fluctuations in the weeks before the elections. We also highlight that the 
behavior of local markets is highly synchronized with the estimated volatility in other emerging 
markets. In other words, the main source of domestic market fluctuations was not a local one.  

 It is also noteworthy that presidential races in Mexico have occurred in 
tandem with tightening monetary cycles in the US that have caused 
outflows from most emerging markets 
Accordingly, we highlight the sensitivity of domestic markets to US economic and monetary 
cycles. Once we take into account the Fed stance, we find out that half of both 2000 and 
2006 volatility is explained by such monetary policy. Thus, when talking about 2000 and 
2006 elections volatility, the markets are clearly overstating what they actually experienced in 
both years. By not considering the role of an important global liquidity supplier such as the 
Fed, the public is misreading the true stylized facts in both presidential races. 

 Given that the Fed stance during the 2012 presidential race is radically 
different from the prevailing one in the two previous electoral cycles, 
our findings suggest that we should not expect a local/idiosyncratic source of volatility of 
more than 35-40 cents for the MXN and 30bp for the 10yr Mbono (ceteris paribus).  

 As we discuss below, Mexico is facing this electoral year with strong 
monetary and fiscal credentials, a constructive economic cycle, and a 
buoyant global liquidity background 
On the back of these fundamentals, and on expectations of continued well-managed 
macroeconomic policies, we believe any depreciation in local assets resulting from volatility related 
with the electoral period should be taken as an opportunity to take long MXN and local yield curve 
positions. 

 

Latam Perspectives
English-Spanish Monthly On-line 11 pages

Monthly publication that summarises current views and trade recommendations across rates, currencies, and sovereign 
credit in the region. It provides a brief outlook for the overall drivers for the region, followed by country summaries. Each 
country page contains a brief update on recent macro developments, as well as our views on currencies and bonds. The 
publication also presents FX and rate forecasts, as well as a section with cross-country charts.

Special Notes
English-Spanish Variable On-line Variable no. of pages

Ad-hoc notes which look at the current features of the LatAm interest rate market that we consider to be particularly 
significant. Generally combines analysis of the trend in the underlying, a specific position with regards to the foreseeable 
trend and recommendations for products that capitalize on our outlook. They may take the form of in-depth analysis 
of current issues or short notes with analysis and recommendations for opportunities that have arisen from short-term 
movements on the market.

Presentations
English-Spanish Variable On-line Variable no. of pages

Presentations relating to a specific issue in the market whether it be a whole group of products or forecasting the 
performance of a series of market variables. The presentations have no fixed release schedule, however, they always have 
a definitive aim in terms of positioning, or coverage and investment strategy for the markets of LatAm and/or Mexico.
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