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Disclaimer

This document is only provided for information purposes and does not constitute, nor must it be interpreted as, an offer to sell or exchange

or acquire, or an invitation for offers to buy securities issued by any of the aforementioned companies. Any decision to buy or invest in

securities in relation to a specific issue must be made solely and exclusively on the basis of the information set out in the pertinent

prospectus filed by the company in relation to such specific issue. Nobody who becomes aware of the information contained in this report

must regard it as definitive, because it is subject to changes and modifications.

This document contains or may contain forward looking statements (in the usual meaning and within the meaning of the US Private Securities

Litigation Act of 1995) regarding intentions, expectations or projections of BBVA or of its management on the date thereof, that refer to

miscellaneous aspects, including projections about the future earnings of the business. The statements contained herein are based on our

current projections, although the said earnings may be substantially modified in the future by certain risks, uncertainty and other factors

relevant that may cause the results or final decisions to differ from such intentions, projections or estimates. These factors include, without

limitation, (1) the market situation, macroeconomic factors, regulatory, political or government guidelines, (2) domestic and international

stock market movements, exchange rates and interest rates, (3) competitive pressures, (4) technological changes, (5) alterations in the

financial situation, creditworthiness or solvency of our customers, debtors or counterparts. These factors could condition and result in actual

events differing from the information and intentions stated, projected or forecast in this document and other past or future documents. BBVA

does not undertake to publicly revise the contents of this or any other document, either if the events are not exactly as described herein, or if

such events lead to changes in the stated strategies and estimates.

This document may contain summarised information or information that has not been audited, and its recipients are invited to consult the

documentation and public information filed by BBVA with stock market supervisory bodies, in particular, the prospectuses and periodical

information filed with the Spanish Securities Exchange Commission (CNMV) and the Annual Report on form 20-F and information on form 6-

K that are disclosed to the US Securities and Exchange Commission.

Distribution of this document in other jurisdictions may be prohibited, and recipients into whose possession this document comes shall be

solely responsible for informing themselves about, and observing any such restrictions. By accepting this document you agree to be bound

by the foregoing Restrictions.
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Challenges ahead for the financial institutions

Growth

Regulation

Changing 

customer 

expectations

� Slow recovery of developed economies

� Emerging markets temporary slowdown

� Capital, RWA and leverage

� Banking Union and loss absorption

� Digitalization

� Responsible banking 

Profitability

BBVA has a distinct position to face these challenges
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Attractive footprint in Developed and Emerging 

Markets

Note: excludes Holding. Year-on-year variation in constant €.

27%

3%

10%

29%

26%

4%
1%

Spain

Rest of Europe

Mexico

South 

America

Turkey
Asia

USA

DevelopedDeveloped

40%
YoY 

change

Weight

-7.0%

EmergingEmerging

60%
YoY 

change

Weight

+16.1%

Breakdown of gross income 
12M13
%

Recovering developed markets and resilient 

and high potential emerging markets
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-2.1%

-4.1%

-2.8%

0.4%

2.0%

2011 2012 2013 2014e 2015e

� Exports to remain as a key 

driver of the recovery…

� … but internal demand will 

start to contribute positively in 

2014

Source: BBVA Research. Estimates as of February, 2014.

Domestic demand: contribution to GDP growth

(%)

Recovery in internal demand is the determining factor 

for new loan production growth

Spain: Recovery process on track and upside risks 

for the first time since the start of the crisis

Main levers

DevelopedDeveloped
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Spain: Lower time deposits costs will continue to 

drive NII in the short term
Cost of time deposits and promissory notes

New production – BBVA Spain
(%)

DevelopedDeveloped

NII has bottomed out in 3Q13

1,188

1,262

3T13 4T13

Net Interest Income + Fees evolution 

BBVA Spain - Banking Activities
(€ Mn)

+ 6%
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5,625

3,187

1,493

910

0

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

2012 2013
RE assets impairtments Loan-loss provisions (Banking activity+developers)

7,118

4,097

Evolution of total provisions and RE assets 
impairments and cost of risk
(€ Mn, %)

- 42%

of Cost of 

Risk
2.7% 1.5%

Spain: NPAs balance has already peaked and 

should decrease in 2014

The reduction of provisions will be the main P&L driver 

for Spain and the Group in the short term

DevelopedDeveloped

NPAs gross entries and recoveries
BBVA Spain – Banking activities
(€ Bn)

1.4

2.0

1.1
1.3

-0.6 -0.7 -0.6
-0.8

3.6

1Q13 2Q13 3Q13 4Q13

Reclassification of refinanced loans Recoveries NPA Gross Entries

Reclassification of 

refinanced loans: €2.5 Bn
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Focus on new BusinessBusiness activity to remain solid

Superior Credit Quality Solid Capital Ratios

6.4%

8.5%

Deposits

Loans

YoY change as of Dec 2013 
Constant euros

90
109 118 120 134

2.4  
1.8  1.5  1.5  1.2  

Dec 12 Mar 13 Jun 13 Sep 13 Dec 13

NPA ratio  

Coverage ratio

• Strong Commercial & Industrial 

performance 

• New loan production offices

• Simple acquisition

The challenge is to accelerate revenue growth in a low rate environment

USA: Outstanding commercial performance, 

impacted by the interest rate environment

DevelopedDeveloped

11.4%

Tier 1 Common Capital Ratio as of Dec 2013(1)

(%)

Tier 1 Common Capital Ratio of 8.5% after 

the Dodd-Frank Act Stress Test (DFAST).

(1) BBVA Compass Bancshares Local Capital Ratio
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23%

1%

9% 10%

Commercial Mortgages Consumer Total loans
(3) (4) (5)

Mexico: significant and recurrent contributor to 

Group’s earnings

(1) Data according to local accounting. Consolidated financial groups. Peers included: Banamex, Banorte, HSBC and Santander. 

(2) Source: CNBV. Data as of December, 2013. (3) Excluding homebuilders. (4) Including credit cards. (5) Total performing loans.

Bottom-line to continue to grow in 2014

� Positive macro environment

with upside risk

� Double digit loan book 

growth, driven by commercial & 

consumer 

� Stable asset quality and risk 

premium

� Strong investment effort to 

improve network and 

segmentation

Higher profitability than peers …

2.1

5.8

1.4

4.4

ROA(%) NII/Avg. Total Assets (%)

Bancomer Peers' average

ROA and NII / Avg. Total Assets (1)

December 2013

… and accelerating lending growth

Y-o-y growth rates and market shares per segment (2)

+151bp -124bp +21bp +29bp

EmergingEmerging

BBVA Bancomer: 

an even better outlook for 2014

Market share 

var. Sep-Dec

2013
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2.0%

3.3%

Real GDP Growth

2014e

2015e

Real GDP growth (1)

(%)

South America: diversified footprint in a high 

growth market…

Solid credit quality indicators

Strong growth area especially
in the Andean region

2.0

1.2

2.7

1.9

Dec-09 Sep-13

BBVA

System

NPA ratio (3)

(%)

(1) Source: BBVA Research. Estimates as of March, 2014. S.America includes BBVA’s footprint in the region: Argentina, Chile, Colombia, Paraguay, Peru, Uruguay and Venezuela. (2) 

Bank-only data, average balances, constant €. (3) Data according to local accounting criteria (excluding Panama in both dates). (4) Consolidated data, December, 2013. Annual Net 

Income (for ROA) and annual Net Interest Income (for NIM) over Average Total Assets.

5th 

Strong profitability (4)

2.5% ROA 

6.3% NII / Avg. Total Assets

Allowing major investment plans to 

capture high growth potential

… with different management priorities across countries

Maintenance of good activity 
dynamism at local level

EmergingEmerging

2010-2012

CAGR (2)
2013

y-o-y

Performing 

Loans +25% +22%

Customer 

Deposits
+23% +29%
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Turkey: resilient performance in a complex 

environment 

Note: Turkey´s economic data as  of end 2012. Estimates by BBVA Research. 

Garanti, best franchise in a high potential market

Garanti Bank: 

A Challenging Year Ahead

� Loans growing at a lower 

rate driven by commercial & 

SMEs

� Margin pressure mainly due 

to higher average cost of 

funding...

� …Partially mitigated by a 

higher contribution from 

the securities portfolio

Contribution 
to BBVA

A market with high
growth potential

EmergingEmerging

� Critical mass (population of c.75 mn)

� High potential GDP growth (estimates 

~4.5%)

� Favorable demographics (~60% population 

<35 years, population growth ~15% until 

2025e)

� Low banking penetration (loans/GDP, 52%)

2013 Net Income of

€ 267 Mn
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BBVA’s decentralized management model serves as 

a backstop to manage FX contagion risk

While other business models allowed 

contagion within units…
…BBVA’s model ring-fences risks 

within subsidiaries  

Parent 

Company

SubsidiarySubsidiary

Liquidity 

Inflows / 

Outflows

Active FX hedging policy to minimize 

core capital ratio volatility and P&L impact

Parent 

Company

Subsidiary Subsidiary

Liquidity 

Inflows / 

Outflows

Liquidity 

Inflows / 

Outflows
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Capital 

Adequacy 

from

Risk-based 

capital ratios 

Combination of 

risk-based and 

leverage 

to

Credit 

Worthiness

Sovereign 

support 

Loss absorption 

capacity

Banking Union first developments: focus turning from 

core capital to leverage and loss absorption capacity

Regulation is challenging certain business models
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Strong track record of capital generation

105bps average capital generation per year

in the period 2007-2013

10.8% 9.8%

0%

2%

4%

6%

8%

10%

12%

14%

Phased-In Fully-Loaded

BIS III Core Capital ratios (%)
BBVA Group

Dec 2013

+83 pbs

5.3%
6.2%

8.0%

9.6%
10.3% 10.8%

11.6%

2007 2008 2009 2010 2011 2012 2013

+ 630 pbs

BIS II Core capital ratio and S&P Rating

BBVA Group

CORE € 37.5Bnx 2.3

AA-

AA AA
AA

A+

BBB- BBB-

€ 16Bn

Since 2007, BBVA has more than 

doubled its BIS II Core Capital base

Expected BIS III phase-in impact through 

the transition period: 25 bps/year

Transitional BIS III CET1 level expected 

to be >10% through the phase – in period1 2

Capital AdequacyCapital Adequacy
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BBVA stands out for the quality of its capital and its 

low leverage 

Capital AdequacyCapital Adequacy

RWAs / Total Assets (%)
BBVA Group vs. European Peer Group (1)

Dec. 2013 (2) 

CRD IV fully loaded Leverage ratio 
BBVA Group vs. Peer Group (1)

Dec. 2013 (2) 

5.8

Proforma 

including 

recently issued 

€ 1.5Bn AT1

(1) European Peer Group: BARCL, BNPP, CASA, CMZ, CS, DB, ISP, HSBC, LBG, RBS, SAN, SG, UCI and UBS

(2) Except for UCI (Data as of September 2013)

Peer group 

average: 

3.7%

Not disclosed

Not disclosed

19
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26

27

31

31

31

35

38

41

43

44

50
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Peer 14

Peer 13

Peer 12

Peer 11

Peer 10

Peer 9

Peer 8

Peer 7

Peer 6

Peer 5

Peer 4

Peer 3

Peer 2

Peer 1

BBVA

3.1

3.4

3.5

3.1

3.7

4.1

3.1

3.3

3.6

4.4

4.9

5.6

Peer 14

Peer 13

Peer 12

Peer 11

Peer 10

Peer 9

Peer 8

Peer 7

Peer 6

Peer 5

Peer 4

Peer 3

Peer 2

Peer 1

BBVA

Not disclosed

Peer group 

average: 

33%
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The Recovery and Resolution Directive proposal provides a common loss 

absorption framework

The Directive proposal is an important milestone 

to break the sovereign-banking link (8% bail-in + 5% resolution fund)

BBVA has one of the highest percentages of capital and loss absorption 

instruments over total liabilities 

1

2

3

Loss Absorption Capacity: EU’s Recovery and 

Resolution Directive proposal

The RRD is an important milestone to break the sovereign – banking link

Credit WorthinessCredit Worthiness

10.4%
9.3% 9.0% 8.8% 8.3%

7.4% 7.1% 6.5% 6.4%
5.6% 5.2% 4.8%

BBVA Peer 1 Peer 2 Peer 3 Peer 4 Peer 5 Peer 6 Peer 7 Peer 8 Peer 9 Peer 10 Peer 11

8%

(1) Data as of June, 2013, except for BBVA as of December, 2013. Consolidated figures

(2) European Peer Group: BARCL, BNPP, CASA, CMZ, DB, ISP, HSBC, LBG, SAN, SG and UCI

(Equity + Subordinated liabilities )/ (Total Liabilities +/– Net Derivative Positions) (1) 
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BBVA SP2 UK1 UK2 UK3 UK4 SW1 SW2 GER1 GER2 FR1 FR2 FR3 IT1 IT2

Average SCAP

AA

AA-

A+

A

A-

BBB+

BBB

BBB-

Sovereign Uplift Sovereign Penalization

BBVA’s rating does not properly reflect its capital 

adequacy and credit worthiness

-2 +2 / +3 +2 +2 +1 0
Sovereign 

Uplift

Bank’s fundamentals will become more relevant under 

the Banking Union
Note: Rating according to S&P
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Banks unable to adapt fast enough will loose competitiveness

and customer’s appeal

Customized solutions  

and personalized 

attention

Integrated 

channels

Integrated in daily  

activities and social 

networks

A wide variety of 

contact points

Convenient, simple 

and transparent 

relationships

Digitalization

New customer 

expectations

More productive 

and efficient 

operations 

In traditional retail banking, the rules of the game 

have changed

Competitive 

prices and real-

time execution
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Banks have vast information about their clients, 

a competitive advantage and a real opportunity 

Traditional banks need to transform their business 

model, a multi-year effort  

Products/ 

Contents

Customer

experience

Technological

Platform � Major IT investments

� Process reengineering

� Adapt corporate culture

� Change working habits

� Organizational structure
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State of the art platforms after 6 years of investments, 

currently focused on the omnichannel distribution model

BBVA is well ahead in its business model  

transformation

Technological

Platform

Operating 

Model

Distribution 

Model

The most complex and costly element –

the IT platform - almost completed

300

500

850

700

2007 2008-10 2011-13
Av.

2014e-16e
Av.

Lower expected investment needs

Technology and operations investments evolution  
(€Mn)

BBVA’s transformation progress by region
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BBVA is already benefiting from this investments 

Our clients are becoming increasingly digital

BBVA Group Branch activity 

breakdown
% of hours 

BBVA Group YTD growth of 

internet and mobile active 

customers (1)

(%) Dec. 12 – Dec. 13

17%

84%

Internet active
customers

Mobile active
customers

10.1 Mn 3.25 Mn

Nº of active customers as of Dec-13 (Millions)

BBVA Group’s Business 

Market Share:

1.4 times (1)

Branches market share

A more efficient and 

sales-oriented network

(1) Group average 

Servicing

Back office

Commercial 

activities

14% 12%

29%
23%

57%
65%

2010 2013
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Already developing our digital offer

BBVA Wallet WizzoBBVA link

‘P2P payments 

network targeted to 

‘unbanked’ teenagers 

‘All your cards in 

your smartphone’ 

‘P2P payments 

through Facebook’ 
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Close to €100Bn(1) in fines in the 

last 2 years with reputational 

implications.

BBVA has avoided any relevant issues

Key to maintain a loyal and high value customer franchise

Principle-based 

profitability
Prudence

Transparency

Integrity

How we conduct our business 

also matters

(1) Source company filings. Figures as of December 2013. Includes fines to our European & US peers including, among others charges related to EURIBOR and LIBOR manipulation, 

Misleading Hedges, PPI and Mortgage related charges in the US. European & US Peer Group: BARCL, BNPP, CASA, CMZ, CS, DB, ISP, HSBC, LBG, RBS, SAN, SG, UCI, UBS, BOA, JPM, CITI 

and WFC.

Responsible Banking: The industry is paying the 

consequences of past excesses

Clients and regulators will require 

higher standards from banks
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In sum, BBVA has a distinct position to face future 

challenges

Growth

Regulation

Customer 

expectations

� High growth potential emerging economies

� Recovering developed economies

� Strong capital generation with low leverage

� High loss absorption capacity

� Well ahead in the bank’s digitalization process

� Principle-based profitability 

Ready to deliver sustainable profit growth



28

BBVA: well positioned for the 

challenges of the financial industry

Morgan Stanley - 10th Annual – European Financials Conference

From AQR to Recovery. Key Debates in European Financials – London, March 26th, 2014  

Jaime Sáenz de Tejada, Chief Financial Officer


