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- Relatively high exchange rate risk due to its operations in growth markets

Opportunities / Threats

+ Improving asset quality as a result of sizeable write-offs in recent years
+ Growth opportunities in its global markets

+/-Digital transformation of the banking business

- Impact of the Corona pandemic global economy with Spain being heavily affected
and suffering a strong economic downturn

- High exposure affected to moratorium measures

- Low interest rate environment puts pressure on the Group's interest income
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Company Overview

Banco Bilbao Vizcaya Argentaria, S.A. (hereafter: BBVA, bank or the Group) is a banking
group whose roots date back to 1857. BBVA was formed from a merger of Banco de
Bilbao and Banco de Vizcaya in 1988 (to BBV), and Argentaria (Corporacion Bancaria
de Espafia) in 1999. The bank has its registered address in Bilbao, whereas the head-
quarters are in Madrid. Moreover, BBVA is one of the largest financial institutions in
Spain and in Mexico. The Group is considered as an “other systemically important in-
stitution” and must therefore, comply with additional regulatory requirements. With
125,041 employees (as of June 2020) and 7,699 branches (thereof 2,592 in Spain and
1,866 in Mexico), the Group serves approximately 79 million customers.

BBVA acts as a global universal bank with activities in the insurance sector and a focus
on the customer retail business, as well as on the wholesale business. The Group op-
erates in more than 30 countries and is primarily active in Europe and in North- and
South America. BBVA is divided into the following operating segments: Spain (which
includes the former segment Non-Core Real Estate), The United States, Mexico, Turkey,
South America, Rest of Eurasia and the Corporate Center.

The segment Spain includes BBVA's banking and insurance activities in Spain as well
as the Group's management of problematic real-estate assets (however, most of the
problematic assets were transferred in a joint venture with Cerberus in 2018). The
Corporate Center corresponds to the Group's holding functions and includes the costs
of the head offices that have a corporate function and other administrative services.
The remaining segments include BBVA's activities in the respective geographical re-
gions, and comprise the retail banking business as well as the insurance activities and
wholesale business. We refer to the chapter Profitability for the contribution of each
operating segment to the Group’s gross income and net profit.

The Group has evolved its strategy and has defined six priorities as part of its trans-
formation journey, which it currently focuses on. These priorities include improving
customer financial health, support clients at transition towards a sustainable future,
reach more clients through digital channels, driving operational excellence with auto-
mated processes and foster the Group's data and technology use.

BBVA's shareholder structure is ordinary. The Group's shares are free floating and the
most significant shareholders are currently BlackRock Inc. with 5.5% and Norges Bank
with 3.2%.
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The main subsidiaries and investments with BBVA's total legal shares are as follows:
Chart 1: Main subsidiaries and investments of BBVA as of 2019 | Source: Annual Report 2019 of BBVA
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BBVA's main transactions in recent year are as follows. Sale of BBVA Paraguay for ap-
proximately $270 million with an expected net gain of about $20 million (closing of the
transaction in 2020 is subject to obtaining the regulatory approvals). The sale of BBVA
Chile to the Scotiabank in 2018 generated a capital gain of about €633 million, net of
taxes.

In addition, BBVA bears a significant exchange risk due to its operations in hyperinfla-
tionary countries Argentina and Turkey. In 2019, The Argentine peso depreciated by
36% and the Turkish Lira by 9% against the Euro.
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Business Development

Profitability

BBVA's operating income amounted to €26.6 billion in 2019, increasing by 2.3% in a
year-over-year comparison (€600 million). Chart 2 shows the contribution of each busi-
ness segment to BBVA's gross income. Net interest income was the main driver of in-
crease in BBVA operating income (€610 million YOY) and represents BBVA's major
source income. This increase is primarily a result of increased income from retail port-
folio in Mexico. Net fee and commission income accounted for 19% of operating in-
come, increasing by 3.1% YOY (€154 million). The increase is mainly attributable to
favorable contribution from all the business areas, in particular Turkey and Spain,
whereas credit and debit cards fees contribute the most with almost 41% income from
fees. Net trading income contributed the lowest share of the three main drivers to the
operating income, accounting for 5.2%, but increasing by €160 million YOY mainly as
a result of gains from exchange differences.

Chart 2: Gross income by BBVA's business segments ecl. Corporate Center in 2019 | Source: Annual Report 2019 of BBVA
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Operating expenses amounted to €16 billion in 2019, increasing significantly by 11.4%
in a year-over-comparison (€2.6 million). The main driver of the increase is BBVA's im-
pairment on goodwill of the US segment of about €1.318 billion, which resulted in a
strong increase in the item of depreciation and amortization to about €3 billion. Per-
sonnel expenses accounted for 39.6% of operating expenses, increasing by 3.6% YOY
(€220 million) as a result increase in wages. Other expense decreased by about €573
million YOY mainly due to lower rent expense, which are following a technical change
related to the implementation of IFRS 16 (lease expense). Other expense contains
among others €770 million of contributions to the guaranteed banks deposits funds
and a hyperinflation adjustment of about €538 million related to BBVA's activities in
Argentina.
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BBVA's pre-impairment profit amounted to €10.57 billion in the fiscal year 2019 and
represents a strong decrease YOY due to the aforementioned impairment on goodwiill.
In addition, the Group recorded an increase of the loan-loss provisions, primarily in
the United States for specific clients of the commercial portfolio and the larger write-
offs in the consumer portfolio in South America, for Argentina and Peru, and to a lesser
extent in Mexico, explained by the growth on this portfolio and the impact of the
macro scenario deterioration. On the contrary, Spain recorded a 43.6% year-on-year
reduction for lower provision requirements mainly due to the positive effect of non-
performing loans and write-off portfolios sales in 2019. Ultimately, BBVA achieved a
net profit of about €4.345 billion, which represents a decrease of about 30% YOY,
mainly due to the aforementioned impairment on goodwill of BBVA USA and the sale
of BBVA Chile. Chart 3 shows the contribution of each business segment of BBVA to
the Group's net profitin 2019.

Chart 3: Net profit of BBVA by business segment in 2019 | Source: Annual Report 2019 of BBVA
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Considering the current impact of the Corona pandemic and BBVA's half-year 2020
results, the Group reports a distinct net loss of about €823 million (H1-2019: €2.9 bil-
lion net profit). The negative result has two major driver. First, BBVA more than dou-
bled its impairments on financial assets (primarily customer loans) to €4.1 billion (H1-
2019: €1.7 bn) following the impact of the Corona pandemic. Second, the Group re-
ported a huge impairment on goodwill of the Group’s USA subsidiary of about €2,084
billion following the negative macroeconomic scenario following COVID-19. These fac-
tors are accompanied by a lower net interest income of about €288 million (primarily
related to Mexico) and lower net fee and commission income of about €366 million.
Moreover, the Group annualized cost of risk ratio increased tremendously to about
210bp in the first half-year 2020 (H1-2019: 91bn). BBVA's cost of risk are one of the
highest in our peer group comparison.

Despite the negative H1-2020 result and the Corona pandemic, BBVA expects to
achieve a positive net profit by the end of the year 2020 due to improvements in Mex-
ico. In addition, the bank expects to improve its cost of risk ratio to about 150-160bps.
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A detailed group income statement for the years of 2016 through 2019 can be found

in Figure 1 below:

Figure 1: Group income statement | Source: eValueRate / CRA

Income Statement 2016 2017 2018 % 2019
Net Interest Income 17.060.000 17.759.000 17.592.000 +35 18.202.000
Net Fee & Commission Income 4.718.000 4.921.000 4.879.000 +3,2 5.033.000
Net Insurance Income 1.107.000 1.070.000 1.055.000 +8,0 1.139.000
Net Trading Income 2.133.000 1.968.000 1.224.000 +13,1 1.384.000
Equity Accounted Results 25.000 4.000 -7.000 >+100 -42.000
Dividends from Equity Instruments 467.000 334.000 157.000 +32 162.000
Other Income 1.272.000 1.439.000 1.085.000 34,8 707.000
Operating Income 26.782.000 27.495.000 25.985.000 +2,3 26.585.000

Pre-impairment Operating Profit

10.153.000

11.661.000

11.612.000

Depreciation and Amortisation 1.947.000 1.751.000 1.346.000 | >+100 3.046.000
Personnel Expense 6.722.000 6.571.000 6.120.000 +3,6 6.340.000
Tech & Communications Expense 673.000 692.000 1.368.000 +4,8 1.434.000
Marketing and Promotion Expense 294.000 269.000 336.000 -5,7 317.000
Other Provisions 1.186.000 745.000 373.000 +65,4 617.000
Other Expense 5.807.000 5.806.000 4.830.000 11,9 4.257.000
Operating Expense 16.629.000 15.834.000 14.373.000 +11,4 16.011.000

10.574.000

Asset Writedowns

3.800.000

4.803.000

3.981.000

4.197.000

Non-Recurring Income 175.000 133.000 815.000 97,4 21.000
Non-Recurring Expense 136.000 60.000 - -
Pre-tax Profit 6.392.000 6.931.000 8.446.000 24,2 6.398.000
Income Tax Expense 1.699.000 2.169.000 2.219.000 75 2.053.000

Discontinued Operations

Attributable to minority interest (non-controlling interest)

1.218.000

1.243.000

827.000

833.000

Attributable to owners of the parent

3.475.000

3.519.000

5.400.000

3.512.000

Due to BBVA's reduced net profit in 2019, all of the Group's earnings figures worsened
year-over-year.

Despite the worsening of BBVA's ROA before and after taxes figures, the Group is still
able to clearly outperform the peer group with regard to this ratios. In addition, BBVA's
ROE and RORWA before and after taxes are still more favorable than the average of
the peer group. The Group's distinctly benefits from its diversified business model with
its highly profitable overseas activities. BBVA's net interest margin was at an impres-
sive 2.99% and remained at this outstanding level over the recent years. In addition,
BBVA still shows sound cost to income ratios, which are still ahead of its competitors.
Eventually, despite the movements in its net profit over the recent years, BBVA is able
to outperform the peer group in all of the analyzed years with regard to its earnings
figures.

BBVA's earnings ratios are despite the worsening YOY the best performers in any of
the areas analyzed.
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Considering the development in 2020, we expect a strong decline of BBVA's profitabil-
ity due to increasing loan loss provisions following the Corona pandemic as well as
due to the aforementioned one-off effect related to the USA subsidiary. However,
BBVA expects to achieve a positive result at year-end 2020, which would be a remark-
able result in the midst of the current Corona pandemic.

A detailed overview of the income ratios for the years of 2016 through 2019 can be
found in Figure 2 below:

Figure 2: Group key earnings figures| Source: eValueRate / CRA

Income Ratios (%) 2016 2017 2018 % 2019
Cost Income Ratio (CIR) 62,09 57,59 55,31 +4,91 60,23
Cost Income Ratio ex. Trading (CIRex) 67,46 62,03 58,05 +5,49 63,53
Return on Assets (ROA) 0,64 0,69 0,92 -0,30 0,62
Return on Equity (ROE) 8,47 8,93 11,78 -3,87 7,91
Return on Assets before Taxes (ROADBT) 0,87 1,00 1,25 0,33 0,92
Return on Equity before Taxes (ROEbT) 11,53 13,00 15,97 -4,33 11,65
Return on Risk-Weighted Assets (RORWA) 1,21 1,31 1,79 -0,60 1,19
Return on Risk-Weighted Assets before Taxes (RORWADT) 1,64 1,91 2,43 0,67 1,76
Net Interest Margin (NIM) 2,81 3,14 2,97 +0,02 2,99
Pre-Impairment Operating Profit / Assets 1,39 1,69 1,72 -0,20 1,51
Cost of Funds (COF) 1,64 1,94 2,05 +0,04 2,09
Change in %- Points

Asset Situation and Asset Quality

BBVA's financial assets accounted for 94% of total assets in 2019, increasing by 3.5%
(€22. billion). Net loans to customers represent the largest share of assets, accounting
for 55%, and increasing by 2.1% YOY (€8 billion). In this respect, BBVA noticed an in-
crease in the business areas in Mexico and to a lesser extent, in the United States,
South America and Eurasia, which was partially offset by a decline of its loans in Spain.
As of June 2020, BBVA reported a further increase in it loan activities, primarily in Spain
due to government support measures. Total securities, as the second largest asset,
represent 20.2% of BBVA's total assets and increasing significantly by 13.3% YOY (€16.5
billion). As of now, BBVA holds primarily government related securities at about €103
billion, thereof €45.9 billion related to Spain, €31.7 billion related to Latin America, and
€19.8 billion related to the US. The increase in government related securities is the
main driver of the increase in total securities. As of June 2020, BBVA increased its hold-
ing in government related debt securities related to Spain by about €8 billion since the
end of the year 2019. Moreover, as of June 2020 BBVA increased its cash position held
at the central Bank of Spain by about €20 billion following the TLTRO Il participation.
As of 30 June 2020, BBVA's total volume of exposures affected by supporting measures
amounted to €50 billion (€36 billion under deferment payments and €14 billion under
public guarantee).

BBVA's item of non-current assets held for sale & discontinued operations at the
amount of €23.8 billion in 2017, comprises the sale of BBVA's stake in BBVA Chile (at a
price of approximately $2.2 billion), as well as the agreement to create a joint venture
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with a subsidiary of Cerberus Capital Management L.P. to transfer the real estate busi-
ness in Spain.

A detailed look at the development of the asset side of the balance sheet for the years
of 2016 through 2019 can be taken in Figure 3 below:

Figure 3: Development of assets| Source: eValueRate / CRA

Assets (€000) 2016 A PANE] % 2019
Cash and Balances with Central Banks 48.933.000 49.980.000 62.137.000 21,8 48.578.000
Net Loans to Banks 15.812.000 12.400.000 9.979.000 +19,6 11.932.000
Net Loans to Customers 407.363.000 376.771.000 375.763.000 +2,1 383.749.000
Total Securities 142.029.000 125.004.000 124.310.000 +13,3 140.880.000
Total Derivative Assets 45.805.000 37.725.000 33.407.000 +4,6 34.942.000
Other Financial Assets 22.852.000 25.415.000 28.034.000 +27,6 35.784.000
Equity Accounted Investments 765.000 1.588.000 1.578.000 -5,7 1.488.000
Other Investments 691.000 195.000 163.000 +54,6 252.000
Insurance Assets 447.000 421.000 366.000 -6,8 341.000
Non-current Assets & Discontinued Ops 3.603.000 23.853.000 2.001.000 +53,9 3.079.000
Tangible and Intangible Assets 18.036.000 15.460.000 15.380.000 49,1 16.781.000
Tax Assets 18.244.000 16.888.000 18.100.000 5,6 17.083.000
Total Other Assets 7.276.000 4.359.000 5.471.000 -30,5 3.801.000

BBVA's asset quality remained largely at the same level as in the previous year, which
is overall at a below peer group average level.

The NPL ratio of 3.8% is, despite the slight improvement YOY, still less favorable than
the average of the Group's competitors. In addition, BBVA's NPL ratio reflects the
higher risk of BBVA activities in South and Middle America. Moreover, the competitors
were able to improve this ratio YOY more significantly than BBVA. However, despite
the less favorable NPL ratio, BBVA presents a NPL to RWA ratio, which is in line with its
competitors, which shows a moderate risk of BBVA's loans in comparison to its risk-
weighted assets. However, this is a result of BBVA's relatively high RWA ratio which is
at 52% and thereby clearly worse than the average of the peer group. This RWA ratio
is among other a result of its significant business activities in emerging markets. In
addition, 78.5% of BBVA's RWAs are related to credit risk.

All of BBVA's net-write off ratios are significantly worse than the average of the peer
group, which is another sign of BBVA's higher risk profile with regard to its assets. By
contrast, the reserves / NPL ratio of BBVA is more favorable than that of its competi-
tors on average. This indicates a prudent approach and an awareness of its risk profile.

According to BBVA's half-year 2020 report, the Group reports stable asset quality fig-
ures with regard to the stock of non-performing loans. However, we expect a strong
decline of the asset quality in the upcoming years due to the ending of public guaran-
tees as well as the end of moratorium measures. According to the ECB, moratorium
measures are not automatically a trigger of unlikeliness to pay. Thus, we perceive a
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high credit risk in addition to a high level of uncertainty with regard to BBVA's asset
quality as of now, which requires a close monitoring of the upcoming development.

BBVA's asset quality figures are the least favorable performers in any of the areas an-
alyzed.

A detailed overview of the asset quality for the years of 2016 through 2019 can be
found in Figure 4 below:

Figure 4: Development of asset quality| Source: eValueRate / CRA

Asset Ratios (%) 2016 2017 2018 % 2019
Net Loans/ Assets 55,66 54,60 55,53 -0,61 54,92
Risk-weighted Assets/ Assets 53,15 52,59 51,47 +0,70 52,16
NPLs*/ Net Loans to Customers 5,63 5,15 3,90 -0,10 3,80
NPLs*/ Risk-weighted Assets 5,89 5,34 4,69 0,32 4,38
Potential Problem Loans**/ Net Loans to Customers 1,16 1,25 8,16 +0,53 8,69
Reserves/ NPLs* 69,71 65,75 75,02 +2,87 77,89
Reserves/ Net Loans 3,92 3,38 3,26 -0,03 3,24
Net Write-offs/ Net Loans 0,93 1,27 1,06 +0,03 1,09
Net Write-offs/ Risk-weighted Assets 0,98 1,32 1,14 +0,01 1,15
Net Write-offs/ Total Assets 0,52 0,70 0,59 +0,01 0,60
Change in %- Points

* NPLs are represented from 2017 onwards by Stage 3 Loans.
** Potential Problem Loans are Staae 2 Loans where available.

Refinancing and Capital Quality

BBVA's financial liabilities accounted for 95% of total liabilities in 2019, increasing by
3% YOY (€17.6 billion). Total deposits from customers represent the largest share of
the Group's liabilities with 59.6%, increasing by 2.1% YOY (€8 billion). Approximately
47.5% of the customer deposits are customer deposits from Spain. As of June 2020,
BBVA was able to attract even more customer deposits and reached about €402 billion
due to the liquidity measures by central banks. In general, BBVA denotes increasing
deposits at current accounts, while time deposits are decreasing.

Total debt, accounting for only 10.8% of BBVA's liabilities, increasing by 8.7% YOY (€5.6
billion) and consists primarily of senior debt. In addition, approximately 34% of the
Group's debt securities are denominated in foreign currencies, primarily in US Dollar.
Moreover, about 71% of BBVA's Debt certificates have fixed-interest rates and 29%
have variable interest rates. In addition, about €16 billion of BBVA's debt securities are
covered bonds (mostly denominated in euros). Other Financial Liabilities consists of
various repurchase agreements. As of June 2020, BBVA took part at the ECB TLTRO Il
operation and took about €35 billion at very favorable conditions.

Again, the non-current liabilities held for sale & discontinued operations in 2017 com-
prises mostly the aforementioned sale of BBVA's stake in BBVA Chile. By contrast, the
increase in BBVA's total equity is attributable to retained earnings of the previous year.

As of June 2020, the Group's total equity decreased significantly due to dividend pay-
ments for fiscal year 2019, which was payed before the recommendation of the ECB
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to suspend dividend payments. However, most of the peer banks suspended their div-
idend payments. Thus, BBVA's capitalization decreased in comparison to its peers.
Considering the dividends for the 2020 fiscal year, BBVA intends not to pay any divi-
dend until the uncertainties caused by COVID-19 pandemic will disappear.

A detailed overview of the development of liabilities for the years of 2016 through
2019 can be found in Figure 5 below:

Figure 5: Development of refinancing and capital adequacy| Source: eValueRate / CRA

Liabilities (€000) PAES) A 2018 % 2019
Total Deposits from Banks 69.821.000 66.727.000 54.290.000 5,7 51.181.000
Total Deposits from Customers 387.951.000 367.303.000 375.737.000 +2,1 383.684.000
Total Debt 76.375.000 63.915.000 63.970.000 +8,7 69.563.000
Derivative Liabilities 45.465.000 39.042.000 34.494.000 +8,0 37.251.000
Securities Sold, not yet Purchased - - - -
Other Financial Liabilities 68.957.000 58.004.000 67.980.000 +6,5 72.426.000

Insurance Liabilities 9.139.000 9.223.000 12.993.000 +15,6 15.016.000
Non-current Liabilities & Discontinued Ops - 17.197.000 - 1.554.000
Tax Liabilities 4.668.000 3.298.000 3.276.000 14,3 2.808.000
Provisions 9.071.000 7.477.000 6.772.000 35 6.537.000
Total Other Liabilities 4.981.000 4.550.000 4.303.000 -13,0 3.745.000

BBVA's regulatory (fully loaded) capital ratios are clearly below the average of the peer
group. In addition, the peer group was able to improve in these ratios average more
distinctly than BBVA.

The Group’s increase in the fully-loaded CET1 ratio by 0.40 percentage points is at-
tributable to retained earnings. However, the overall increase was partially offset by
increased risk-weighted assets. Eventually, BBVA's CET1 ratio is clearly less favorable
than the ones of the peer group on average (see chart 4). In addition, BBVA has carried
out two issues of AT1 instruments (1 billion EUR and $1 billion USD) in 2019 to coun-
teract the amortization of €1.5 billion issue in February 2020. Following that, BBVA was
able to increase its AT1 capital ratio, but is still a below peer group average ratio with
its value. Moreover, we appreciate the additional issue of AT1 capital in July 2020 of
about €1 billion. Referring the Group's Tier 2 capital, we acknowledge a reduction,
however; BBVA carried out two issuances in 2020 to counteract this development.
Nevertheless, a total capital ratio of 15.22% as of June 2020 (fully loaded) is clearly less
favorable in comparison to the peer group.

As the net result of 2020 will likely be significantly lower than in 2019, the announced
suspension of the dividend payment might lead to only a small increase in BBVA cap-
italization. As of June 2020, BBVA's objective is to maintain a buffer on its fully loaded
CET ratio requirement (which is currently at 8.59%) between 225 and 275 basis points.
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In general, BBVA's credit rating would clearly benefit from a significant increase in the
bank's regulatory capital ratios.

Chart 4: Boxplots of the peer group analysis of BBVA's CET1 and Leverage ratio in 2019 | Source: Own presentation
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By contrast, the Group displays a sound leverage ratio, which is above the average of
the peer group (see chart 4); however, BBVA reports a drop in its leverage ratio to 6.2%
as of June 2020. The total equity ratio of the Group is also more favorable than the one
of the peer group on average. Overall, BBVA meets comfortably all regulatory capital
requirements.

A detailed overview of the development of capital ratios for the years of 2016 through
2019 can be found in Figure 6 below:

Figure 6: Development of capital ratios | Source: eValueRate / CRA

Capital Ratios (%) 2016 2017 2018 % 2019
Total Equity/ Total Assets 7,57 7,73 7,81 +0,05 7.86
Leverage Ratio 6,49 6,71 6,51 +0,39 6,90
Fully Loaded: Common Equity Tier 1 Ratio (CET1) 10,90 11,00 11,34 +0,40 11,74
Fully Loaded: Tier 1 Ratio (CET1 + AT1) 12,50 12,80 12,91 +0,46 13,37
Fully Loaded: Total Capital Ratio (CET1 + AT1 + T2) 14,70 15,10 15,45 -0,03 15,42
Change in %- Points

In general, BBVA's capital and debt instruments have been notched down following
the down notching of the long-term issuer rating. Due to BBVA's bank capital and debt
structure, the Group's preferred senior unsecured debt instruments have not been
notched down in comparison to the long-term issuer rating. Due to the seniority struc-
ture, BBVA's non-preferred senior unsecured debt has been notched down by one
notch. However, the Group's Tier 2 capital rating is three notches below the long-term
issuer rating based on the bank's capital structure and seniority in accordance with
our rating methodology. Additional Tier 1 capital is rated four notches below the long-
termissuer rating, reflecting a high bail-in risk in the event of resolution. However, AT1
Capital has not been notched down in comparison to the previous rating due to the
increased subordinated CET1 Capital.
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Liquidity

The Group's LCR of 129% is below the average of the peer group. However, BBVA
meets clearly the regularity requirement. By contrast, BBVA's Net Stable Funding Ratio
of about 120% is in line with the peer group, however, the regulatory requirement
regarding this ratio entry into force initially in 2021.

The customer deposits to total funding ratio of shows the Group's stable and favorable
source of funding - the deposits of its customers. In addition, the equal LTD ratio with

about 100% shows an adequate demand for the Group’s loans. However, the peer
group reports a distinctly higher LTD ratio on average.

Up to now, we do not perceive any liquidity issues at BBVA and the whole banking
sector.

A detailed overview of the development of liquidity for the years of 2016 through 2019
can be found in Figure 7 below.

Figure 7: Development of liquidity | Source: eValueRate / CRA

Liquidity (%) 2016 2017 2018 % 2019
Net Loans/ Deposits (LTD) 105,00 102,58 100,01 +0,01 100,02
Interbank Ratio 22,65 18,58 18,38 +4,93 23,31
Liquidity Coverage Ratio - 128,00 127,00 +2,00 129,00
Customer Deposits / Total Funding (excl. Derivates) 61,49 61,45 63,76 -0,50 63,26
Net Stable Funding Ratio (NSFR) 120,00
Change in %- Points
© Creditreform Rating AG 06 October 2020 12/20
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Environmental, Social and Governance (ESG) Score Card

BBVA has one significant and two moderate ESG rating driver
ESG Score

+ Corporate Governance is identified as a highly significant rating driver. The relevance for
the credit rating results from the impact of the corporate governance factor on all other ESG
factors and the overall well-being of the bank. This sub-factor is rated positive due to 3,8/5
BBVA's strong and sustainable earning figures, the widespread ESG policies and its
ambitious ESG targets.

+ Corporate Behaviour and Green Financing / Promoting are identified as moderate rating
driver. While Green Financing / Promoting is rated neutral due to relatively low amount of
green bonds, Corporate Behaviour is rated neutral due the misconduct in recent years in
relation with money laundering and the corruption investigations.

ESG Score Guidance

>3,5-4,25 Above-average

>25-35 Average
>1,75-2,5 Substandard

Relevance
Factor Sub-Factor Consideration Scale 2020 Eval.
__ |1.1 Green Financing / The sub-factor "Green Financing/Promoting" has a moderate relevance for the 3 O)
ﬁ Promoting credit rating and is rated neutral in terms of the CRA ESG criteria.
(=
w .
£ |1.2 Exposure to Environ- The sub-factor "Exposure to Environmental Factors" has a low relevance for 2 )
g mental Factors the credit rating and is rated neutral in terms of the CRA ESG criteria.
S
=
|.E 1.3 Resource Efficienc The sub-factor "Resource Efficiency" has no significant relevance for the credit 1 )
' y rating, but is rated positive in terms of the CRA ESG criteria.
. The sub-factor "Human Capital" has low relevance for the credit rating, but is
2.1 Human Capital actor P ree & 2 | @
w rated positive in terms of the CRA ESG criteria.
3
v . S The sub-factor "Social Responsibility" has no significant relevance for the
2.2 Social Responsibili I ) ) o 1 ++
P by credit rating and is rated neutral in terms of the CRA ESG criteria. ++)
The sub-factor "Corporate Governance" is highly relevant for the credit rating
3.1 Corporate Governance . o - 4 +
) P and is rated positive in terms of the CRA ESG criteria. ™)
[*]
f=
2 3.2 Corporate Behaviour The sub-factor "Corporate Behaviour" has a moderate relevance for the credit 3 0)
a ! p rating and is rated neutral in terms of the CRA ESG criteria.
>
8
The sub-factor "Corporate Transparency" has no significant relevance for the
3.3 Corporate Transparenc - : . o 1 ++
P P y credit rating and is rated potive in terms of the CRA ESG criteria. *+)
ESG Relevance Scale ESG Evaluation Guidance
5 [Highest Relevance (++) [strong positive
4 |High Relevance (+) Positive
3 Moderate Relevance ( ) Neutral
2 [Low Relevance (-) Negative
1 No significant Relevance (--) Strong negativ
The ESG Score is based on the Methodology "Environmental, Social and Governance Score of Banken (Version 1.0)" of Creditreform Rating AG, which is available on our
homepage https://creditreform-rating.de/en/about-us/regulatory-requirements.html. In addition, we refer to CRA's position paper "Consodering the Impact of ESG Factors".
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Conclusion

Overall, Banco Bilbao Vizcaya Argentaria, S.A. (Group) shows a stable year of perfor-
mance in 2019 without the one-off effects, but faces a very challenging fiscal year 2020.
The Corona pandemic has a massive impact on the world economy market and in
particular in Spain, which is one main market of BBVA. Moreover, the current eco-
nomic development is characterized by a high degree of uncertainty for one of the
largest banks in Spain despite its globally diversified business model.

The Group reported a sound level of profitability with its earnings figures in 2019.
However, we expect a strong negative impact on the profitability of BBVA in the fiscal
year 2020 due the Corona pandemic. The massive increase in loan loss provisions has
a significantly negative impact on the banks profitability next to the huge impairment
on goodwill of the USA subsidiary. Moreover, a second wave of the pandemic might
lead to a further decline of the profitability. In addition, BBVA reports one of the high-
est cost of risk values as of H1-2020. By contrast, BBVA benefits from its cost cutting
measures, its diversified business model and its high operating income. In addition,
due to improved developments, BBVA expects a positive result in 2020.

The asset quality of BBVA remains at a low level even though BBVA was able to im-
prove its quality in the recent years. However, the sudden impact of the Corona pan-
demic and the following strong economic downturn, especially in Spain, is likely to lead
to regression with regard to BBVA's reduction of its NPL portfolio. The global economic
downturn imposes a huge burden for BBVA. However, BBVA loans activities increased
following the government economic measures undertaken by the authorities. Never-
theless, we expect a strong decline in BBVA's asset quality following the Corona pan-
demic.

On the liabilities side, BBVA records a sound growth in its customer deposits following
the Corona pandemic. In addition, BBVA benefits from the ECB's TLTRO Il operations
through very favorable costs of funding. BBVA's regulatory capital ratios are clearly
below the average of its competitors. At least BBVA announced to not pay any dividend
for fiscal year 2020, which might increase the banks capital ratio slightly. The liquidity
situation of BBVA remains sufficient.

It remains to be seen whether the Group will achieve a positive result in 2020 and
whether the loan loss provision proves to be sufficient. In addition, the impact of the
Corona pandemic bears a high risk for the Group next to the still challenging low in-
terest rate environment. Nevertheless, we expect BBVA as a globally active bank to
overcome this challenging environment. However, the development is strongly corre-
lated to the wellbeing of the banks major markets in Spain and Mexico.
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Best-case scenario: A-

Worst-case scenario: BBB-

Please note:

The scenarios are based on information
available at the time of the rating. Within
the forecast horizon, circumstances may
occur that could lead to a change of the
rating out of the indicated range.

© Creditreform Rating AG

Outlook

We consider the outlook of Banco Bilbao Vizcaya Argentaria, S.A. (Group) long-term
issuer rating and its bank capital and debt instruments as stable. The stable outlook is
based on the assumption that the bank will achieve a positive net result in 2020 ac-
cording to BBVA despite the Corona pandemic impact underpinned by its strong op-
erating income. In particular, we expect BBVA to regain its profitability level in the fol-
lowing years. However, we will observe how the bank will deal with the Corona
pandemic effects on the economy and especially the impact on the banks quality of
assets. In addition, we assume no significant economic worsening due to the Corona
pandemic and stable political environment in the banks markets of operations.

Scenario Analysis

In a scenario analysis, the bank is able to reach an “A-“ rating in the “best case” scenario
and an “BBB-" rating in the "worst case" scenario. The ratings of bank capital and sen-
ior unsecured debt would behave similarly based on our rating mechanism. These rat-
ings are especially sensitive to changes in total equity and to the bank capital and debt
structure in general.

We might upgrade BBVA's (Group) long-term issuer credit rating and its bank capital
and debt instruments if we see that BBVA is able to improve its capital ratios signifi-
cantly in addition to an improved asset quality while at least maintaining its level of
profitability.

By contrast, a downgrade of the Group s long-term issuer credit rating and its bank
capital and debt instruments is likely if we see that BBVA cannot achieve its announced
positive result in 2020, which would eventually lead to declining earnings figures as
well as a worsening of the Group's capital ratios. In particular, we will observe the on-
going Corona pandemic impact on BBVA's asset quality and its business activities in
general.
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Appendix

Bank ratings

The bank ratings are dependent on a host of quantitative and qualitative factors. An
improvement in either sub-category may result in a higher rating score.

LT Issuer / Outlook / Short-Term BBB+ / stable /L3

Bank Capital and Debt Instruments Ratings

The ratings for bank capital and debt instruments are inter alia dependent on subor-
dination and relative size of the instrument class, based on the long-term issuer rating

of the bank.

Preferred Senior Unsecured Debt (PSU): BBB+
Non-Preferred Senior Unsecured Debt (NPS): BEE
Tier 2 (T2): BB+
Additional Tier 1 (AT1): BB

Rating History

Please consult our website www.creditreform-rating.de for additional information re-
garding the dates of publication.

Figure 8: Rating History

Initialrating 22.06.2018 A-/ stable / L2
Update 15.07.2019 A-/ stable / L2
Monitoring 24.03.2020 A-/NEW /L2
Update 06.10.2020 BBB+ / stable / L3

[ sank Capitaland Debt nstruments | Ratingate | Result
Senior Unsecured / T2 / AT1 (Initial) 22.06.2018 A-/ BBB- / BB+
PSU/NPS/T2/AT1 15.07.2019 A-/ BBB+/ BBB-/ BB
PSU/NPS /T2 /AT1 (NEW) 24.03.2020 A-/ BBB+/ BBB-/ BB
PSU/NPS/T2/AT1 06.10.2020 BBB+/BBB / BB+ /BB
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Regulatory

Creditreform Rating AG was neither commissioned by the rating object nor by any other third
party for the rating. The analysis took place on a voluntary basis by Creditreform Rating AG and
is to be described in the regulatory sense as an unsolicited rating. The following scheme clarifies
the level of participation of the rated entity (rating object):

Unsolicited Credit Rating
With Rated Entity or Related Third Party Participation No
With Access to Internal Documents No
With Access to Management No

The rating is based on publicly available information and internal evaluation methods for the
rated bank. The quantitative analysis is based mainly on the latest annual accounts, interim
reports, other investor relations information of the bank, and calculated key figures by eValu-
eRate / CRA. Subject to a peer group analysis were 24 competing institutes.

The information and documents processed met the requirements of the rating system of Credit-
reform Rating AG as published on the website www.creditreform-rating.de. The rating was car-
ried out on the basis of the rating methodology for bank ratings as (Version 2.0), the methodol-
ogy for the rating of bank capital and unsecured debt instruments (Version 2.0) as well as the
rating methodology for Environmental, Social and Governance Score for Banks (Version 1.0) in
conjunction with Creditreform'’s basic document Rating Criteria and Definitions (Version 1.3).

The complete presentation of the rating methodologies used by Creditreform Rating AG and
the basic document Rating Criteria and Definitions (Version 1.3) are published on our homep-
age:

https://www.creditreform-rating.de/en/about-us/regulatory-requirements.html

On 06 October 2020, the rating was presented by the analysts to the rating committee and
adopted in a resolution.

The rating result was communicated to Banco Bilbao Vizcaya Argentaria, S.A. (Group), and the
preliminary rating report was made available to the bank. There was no change in the rating
score.

The rating is valid until withdrawal and is subject to monitoring from the rating date (see cover
page). The rating will be comprehensively reviewed at least once every year. Within this period,
the rating can be updated.

In 2011 Creditreform Rating AG was registered within the European Union according to EU Reg-
ulation 1060/2009 (CRA-Regulation). Based on the registration Creditreform Rating AG (CRA) is
allowed to issue credit ratings within the EU and is bound to comply with the provisions of the
CRA-Regulation.

Conflict of Interests

No conflicts of interest were identified during the rating process that might influence the anal-
yses and judgements of the rating analysts involved or any other natural person whose services
are placed at the disposal or under the control of Creditreform Rating AG and who are directly
involved in credit rating activities or approving credit ratings and rating outlooks.
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In case of providing ancillary services to the rated entity, CRA will disclose all ancillary services
in the credit rating report.

Rules on the Presentation of Credit Ratings and Rating Outlooks

The approval of credit ratings and rating outlooks follows our internal policies and procedures.
In line with our policy “Rating Committee,” all credit ratings and rating outlooks are approved by
a rating committee based on the principle of unanimity.

To prepare this credit rating, CRA has used following substantially material sources:
1. Aggregated data base by eValueRate

2. Annual Report and interim reports

3. Investors relations information and other publications

4. Website of the rated bank

5. Public and internal market analyses

6. Internet research

There are no other attributes and limitations of the credit rating or rating outlook other than
displayed on the CRA website. Furthermore CRA considers satisfactory the quality and extent of
information available on the rated entity. In regard to the rated entity Creditreform Rating AG
regarded available historical data as sufficient.

Between the disclosure of the credit rating to the rated entity and the public disclosure no
amendments were made to the credit rating.

The “Basic data” information card indicates the principal methodology or version of methodol-
ogy that was used in determining the rating, with a reference to its comprehensive description.

In case where the credit rating is based on more than one methodology or where reference only
to the principal methodology might cause investors to overlook other important aspects of the
credit rating, including any significant adjustments and deviations, Creditreform Rating AG ex-
plains this fact in the credit rating and indicates how the different methodologies or these other
aspects are taken into account in the credit rating. This information is integrated in the credit
rating report.

The meaning of each rating category, the definition of default or recovery and any appropriate
risk warning, including a sensitivity analysis of the relevant key rating assumptions, such as
mathematical or correlation assumptions, accompanied by worst-case scenario credit ratings
as well as best-case scenario credit ratings are explained in mentioned methodologies and / or
in the credit rating report.

The date at which the credit rating was released for distribution for the first time and when it
was last updated including any rating outlooks is indicated clearly and prominently in the “Basic
data” card as a “Rating action”; first release is indicated as “initial rating”, other updates are in-
dicated as an “update”, “upgrade or downgrade”, “not rated”, “confirmed”, “selective default” or
“default”.

In the case of a rating outlook, the time horizon is provided during which a change in the credit
rating is expected. This information is available within ,Basic data” information card.
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In accordance to Article 11 (2) EU-Regulation (EC) No 1060/2009 registered or certified credit
rating agency shall make available in a central repository established by ESMA information on
its historical performance data, including the ratings transition frequency, and information
about credit ratings issued in the past and on their changes. Requested data are available at the
ESMA website: https://cerep.esma.europa.eu/cerep-web/statistics/defaults.xhtml.

An explanatory statement of the meaning of Creditreform'’s default rates are available in the
credit rating methodologies disclosed on the website.

Disclaimer

Any rating performed by Creditreform Rating AG is subject to the Creditreform Rating AG Code
of Conduct which has been published on the web pages of Creditreform Rating AG. In this Code
of Conduct, Creditreform Rating AG commits itself - systematically and with due diligence - to
establish its independent and objective opinion as to the sustainability, risks and opportunities
concerning the enterprise or the issue under review.

Future events are uncertain, and forecasts are necessarily based on assessments and assump-
tions. This rating is therefore no statement of fact, but an opinion. For this reason, Creditreform
Rating AG cannot be held liable for the consequences of decisions made on the basis of any of
their ratings. Neither should these ratings be construed as recommendations for investors, buy-
ers or sellers. They should only be used by market participants (entrepreneurs, bankers, inves-
tors etc.) as one factor among others when arriving at corporate or investment decisions. Rat-
ings are not meant to be used as substitutes for one’s own research, inquiries and assessments.

We have assumed that the documents and information made available to us by the client are
complete and accurate and that the copies provided to us represent the full and unchanged
contents of the original documents. Creditreform Rating AG assumes no responsibility for the
true and fair representation of the original information.

This report is protected by copyright. Any commercial use is prohibited without prior written
permission from Creditreform Rating AG. Only the full report may be published in order to pre-
vent distortion of the report’s overall assessment. Excerpts may only be used with the express
consent of Creditreform Rating AG. Publication of the report without the consent of Creditre-
form Rating AG is prohibited. Only ratings published on the Creditreform Rating AG web pages
remain valid.

Creditreform Rating AG
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