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DisclaimerDisclaimerDisclaimerDisclaimer
T h i s  d o c u m e n t  i s  o n l y  p r o v id e d  f o r  i n f o r m a t i o n  p u r p o s e s  a n d  d o e s  n o t  c o n s t i t u t e ,  n o r  m u s t  i t  b e
i n t e r p r e t e d  a s ,  a n  o f f e r  t o  s e l l  o r  e x c h a n g e  o r  a c q u i r e ,  o r  a n  i n v i t a t i o n  f o r  o f f e r s  t o  b u y  s e c u r i t i e s  i s s u e d  b y
a n y  o f  t h e  a f o r e m e n t io n e d  c o m p a n i e s .  A n y  d e c i s i o n  t o  b u y  o r  i n v e s t  i n  s e c u r i t i e s  i n  r e l a t i o n  to  a  s p e c i f i c
i s s u e  m u s t  b e  m a d e  s o l e ly  a n d  e x c l u s iv e l y  o n  th e  b a s i s  o f  t h e  i n f o r m a t i o n  s e t  o u t  i n  th e  p e r t i n e n t
p r o s p e c t u s  f i l e d  b y  th e  c o m p a n y  in  r e l a t i o n  t o  s u c h  s p e c i f i c  i s s u e .  N o b o d y  w h o  b e c o m e s  a w a r e  o f  t h e
i n f o r m a t i o n  c o n t a i n e d  in  t h i s  r e p o r t  m u s t  r e g a r d  i t  a s  d e f i n i t i v e ,  b e c a u s e  i t  i s  s u b j e c t  t o  c h a n g e s  a n d
m o d i f i c a t i o n s .

T h i s  d o c u m e n t  c o n t a i n s  o r  m a y  c o n ta in  f o r w a r d  lo o k in g  s t a t e m e n t s  ( i n  t h e  u s u a l  m e a n in g  a n d  w i t h i n  t h e
m e a n i n g  o f  t h e  U S  P r iv a t e  S e c u r i t i e s  L i t i g a t i o n  A c t  o f  1 9 9 5 )  r e g a r d i n g  i n t e n t i o n s ,  e x p e c t a t i o n s  o r
p r o j e c t i o n s  o f  B B V A  o r  o f  i t s  m a n a g e m e n t  o n  th e  d a t e  t h e r e o f ,  th a t  r e f e r  t o  m i s c e l l a n e o u s  a s p e c t s ,
i n c lu d in g  p r o j e c t io n s  a b o u t  t h e  f u t u r e  e a r n in g s  o f  t h e  b u s i n e s s .  T h e  s t a t e m e n t s  c o n t a i n e d  h e r e in  a r e  b a s e d
o n  o u r  c u r r e n t  p r o j e c t i o n s ,  a l t h o u g h  th e  s a i d  e a r n in g s  m a y  b e  s u b s t a n t i a l l y  m o d i f i e d  in  th e  f u t u r e  b y
c e r t a in  r i s k s ,  u n c e r t a i n t y  a n d  o t h e r s  f a c to r s  r e l e v a n t  t h a t  m a y  c a u s e  t h e  r e s u l t s  o r  f i n a l  d e c i s i o n s  t o  d i f f e r
f r o m  s u c h  i n t e n t io n s ,  p r o j e c t io n s  o r  e s t im a t e s .  T h e s e  f a c t o r s  i n c l u d e ,  w i t h o u t  l i m i t a t i o n ,  ( 1 )  th e  m a r k e t
s i t u a t i o n ,  m a c r o e c o n o m i c  f a c t o r s ,  r e g u l a t o r y ,  p o l i t i c a l  o r  g o v e r n m e n t  g u i d e l i n e s ,  ( 2 )  d o m e s t i c  a n d
i n t e r n a t i o n a l  s t o c k  m a r k e t  m o v e m e n t s ,  e x c h a n g e  r a t e s  a n d  in t e r e s t  r a t e s ,  ( 3 )  c o m p e t i t i v e  p r e s s u r e s ,  ( 4 )
t e c h n o l o g i c a l  c h a n g e s ,  ( 5 )  a l t e r a t i o n s  i n  t h e  f i n a n c ia l  s i t u a t i o n ,  c r e d i t w o r th i n e s s  o r  s o l v e n c y  o f  o u r
c u s t o m e r s ,  d e b t o r s  o r  c o u n t e r p a r t s .  T h e s e  f a c t o r s  c o u ld  c o n d i t i o n  a n d  r e s u l t  i n  a c t u a l  e v e n t s  d i f f e r in g
f r o m  t h e  in f o r m a t io n  a n d  i n t e n t io n s  s t a t e d ,  p r o j e c t e d  o r  f o r e c a s t  i n  t h i s  d o c u m e n t  a n d  o t h e r  p a s t  o r  f u tu r e
d o c u m e n t s .  B B V A  d o e s  n o t  u n d e r t a k e  t o  p u b l i c ly  r e v i s e  t h e  c o n te n t s  o f  t h i s  o r  a n y  o t h e r  d o c u m e n t ,  e i t h e r
i f  t h e  e v e n t s  a r e  n o t  e x a c t l y  a s  d e s c r ib e d  h e r e i n ,  o r  i f  s u c h  e v e n t s  l e a d  to  c h a n g e s  i n  t h e  s t a t e d  s t r a t e g i e s
a n d  i n t e n t i o n s .

T h e  c o n te n t s  o f  t h i s  s t a t e m e n t  m u s t  b e  t a k e n  in t o  a c c o u n t  b y  a n y  p e r s o n s  o r  e n t i t i e s  t h a t  m a y  h a v e  t o
m a k e  d e c i s io n s  o r  p r e p a r e  o r  d i s s e m i n a t e  o p i n io n s  a b o u t  s e c u r i t i e s  i s s u e d  b y  B B V A  a n d ,  i n  p a r t i c u l a r ,  b y
t h e  a n a l y s t s  w h o  h a n d l e  t h i s  d o c u m e n t .  T h i s  d o c u m e n t  m a y  c o n ta in  s u m m a r i s e d  i n f o r m a t i o n  o r
i n f o r m a t i o n  t h a t  h a s  n o t  b e e n  a u d i t e d ,  a n d  i t s  r e c i p i e n t s  a r e  i n v i t e d  to  c o n s u l t  t h e  d o c u m e n ta t i o n  a n d
p u b l i c  i n f o r m a t i o n  f i l e d  b y  B B V A  w i t h  s to c k  m a r k e t  s u p e r v i s o r y  b o d i e s ,  i n  p a r t i c u l a r ,  t h e  p r o s p e c tu s e s
a n d  p e r io d i c a l  i n f o r m a t i o n  f i l e d  w i th  t h e  S p a n i s h  S e c u r i t i e s  E x c h a n g e  C o m m i s s i o n  ( C N M V )  a n d  t h e
A n n u a l  R e p o r t  o n  f o r m  2 0 - F  a n d  in f o r m a t io n  o n  f o r m  6 - K  t h a t  a r e  d i s c lo s e d  t o  t h e  U S  S e c u r i t i e s  a n d
E x c h a n g e  C o m m i s s i o n .

D i s t r i b u t i o n  o f  t h i s  d o c u m e n t  in  o t h e r  j u r i s d i c t i o n s  m a y  b e  p r o h ib i t e d ,  a n d  r e c i p i e n t s  i n t o  w h o s e
p o s s e s s i o n  th i s  d o c u m e n t  c o m e s  s h a l l  b e  s o l e l y  r e s p o n s i b l e  f o r  i n f o r m i n g  th e m s e lv e s  a b o u t ,  a n d
o b s e r v i n g  a n y  s u c h  r e s t r i c t i o n s .  B y  a c c e p t i n g  th i s  d o c u m e n t  y o u  a g r e e  t o  b e  b o u n d  b y  t h e  f o r e g o in g
r e s t r i c t i o n s .
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BBVA is a financial services group BBVA is a financial services group BBVA is a financial services group BBVA is a financial services group 
with a solid strategic focuswith a solid strategic focuswith a solid strategic focuswith a solid strategic focus

SpainSpainSpainSpainSpainSpainSpainSpain Latin AmericaLatin AmericaLatin AmericaLatin AmericaLatin AmericaLatin AmericaLatin AmericaLatin America

Mk. ShareMk. ShareMk. ShareMk. Share RankingRankingRankingRanking
Loans               16%         1Loans               16%         1Loans               16%         1Loans               16%         1stststst

Deposits          14%         2Deposits          14%         2Deposits          14%         2Deposits          14%         2ndndndnd

Mutual Funds   19%         2Mutual Funds   19%         2Mutual Funds   19%         2Mutual Funds   19%         2ndndndnd

Pension Funds  20%         1Pension Funds  20%         1Pension Funds  20%         1Pension Funds  20%         1stststst

Num. of customers 10 million Num. of customers 10 million Num. of customers 10 million Num. of customers 10 million 

Mk. Share Mk. Share Mk. Share Mk. Share (1)(1)(1)(1) Ranking Ranking Ranking Ranking 
Mexico                  28%Mexico                  28%Mexico                  28%Mexico                  28% 1111stststst

Rest of Rest of Rest of Rest of LatamLatamLatamLatam(2)      8% (2)      8% (2)      8% (2)      8% 2222ndndndnd

Num. of customers  23 millionNum. of customers  23 millionNum. of customers  23 millionNum. of customers  23 million
(1)(1)(1)(1) DepositsDepositsDepositsDeposits
(2)(2)(2)(2) Excluding Brazil and MexicoExcluding Brazil and MexicoExcluding Brazil and MexicoExcluding Brazil and Mexico

Focus on its home markets

33 million customers and presence 33 million customers and presence 33 million customers and presence 33 million customers and presence 
in 14 Latin American countries in 14 Latin American countries in 14 Latin American countries in 14 Latin American countries 
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… with a balanced  distribution of assets… with a balanced  distribution of assets… with a balanced  distribution of assets… with a balanced  distribution of assets

GROUP ASSETS BREAKDOWN (%)GROUP ASSETS BREAKDOWN (%)GROUP ASSETS BREAKDOWN (%)GROUP ASSETS BREAKDOWN (%)

SPAIN, EU & 
USA

76% 19%
LATAM “INV. 

GRADE”(1)

5%
LATAM 

“NON INV. 
GRADE”

(1) Mexico, Chile and Puerto Rico
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... ... ... ... andandandand a a a a well diversified businesswell diversified businesswell diversified businesswell diversified business mixmixmixmix

Attributable ProfitAttributable ProfitAttributable ProfitAttributable Profit bybybyby Business AreasBusiness AreasBusiness AreasBusiness Areas (%)(%)(%)(%)

RETAIL BANKING SPAINRETAIL BANKING SPAINRETAIL BANKING SPAINRETAIL BANKING SPAIN
51%51%51%51%

AMERICAAMERICAAMERICAAMERICA
33%33%33%33%

WHOLESALE BANKINGWHOLESALE BANKINGWHOLESALE BANKINGWHOLESALE BANKING
16%16%16%16%
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Well positioned against European peers  Well positioned against European peers  Well positioned against European peers  Well positioned against European peers  

62626262

52525252 15.015.015.015.0

18.418.418.418.4 12.112.112.112.1
12.712.712.712.7

8.78.78.78.7 8.58.58.58.5

European
Banks (1)

BBVA

Data as of December 2003
(1) Average of 17 main European listed Banks

European
Banks (1)

BBVA European
Banks (1)

BBVA

EFFICIENCY % (1)EFFICIENCY % (1)EFFICIENCY % (1)EFFICIENCY % (1) ROE (%)ROE (%)ROE (%)ROE (%) BIS RATIO (%)BIS RATIO (%)BIS RATIO (%)BIS RATIO (%)

TierTierTierTier IIII
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… and solid ratings… and solid ratings… and solid ratings… and solid ratings
AaaAaaAaaAaa Aa1Aa1Aa1Aa1 Aa2Aa2Aa2Aa2 Aa3Aa3Aa3Aa3 A1A1A1A1 A2A2A2A2 A3A3A3A3 Baa1Baa1Baa1Baa1 Baa2Baa2Baa2Baa2 Baa3Baa3Baa3Baa3

Lloyds Barclays BBVABBVABBVABBVA ABN B. Intesa Commerz. HVB
RBS BNP PAR Credit Sui. Dresdner

HSBC B. Deutsche B.
ING B. Fortis B.
UBS San Paolo

Unicredito SOCGEN
SCH

AAAAAAAAAAAA AA+AA+AA+AA+ AAAAAAAA AA-AA-AA-AA- A+A+A+A+ AAAA A-A-A-A- BBB+BBB+BBB+BBB+ BBBBBBBBBBBB BBB-BBB-BBB-BBB-
UBS Barclays BBVABBVABBVABBVA San Paolo Dresdner HVB

Lloyds ABN Credit Sui. Commerz.
RBS BNPP SCH B. Intesa

HSBC B.
ING B.

SOCGEN
Unicredito
Fortis B.

Deutsche B.

MOODY'SMOODY'SMOODY'SMOODY'S

STANDARD & POOR'SSTANDARD & POOR'SSTANDARD & POOR'SSTANDARD & POOR'S
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BBVA strategic issuesBBVA strategic issuesBBVA strategic issuesBBVA strategic issues
In 2002 we drew  up a new strategic plan based in In 2002 we drew  up a new strategic plan based in In 2002 we drew  up a new strategic plan based in In 2002 we drew  up a new strategic plan based in In 2002 we drew  up a new strategic plan based in In 2002 we drew  up a new strategic plan based in In 2002 we drew  up a new strategic plan based in In 2002 we drew  up a new strategic plan based in 

three pillarsthree pillarsthree pillarsthree pillarsthree pillarsthree pillarsthree pillarsthree pillars

1. 1. 1. 1. Strengthening of Group fundamentalsStrengthening of Group fundamentalsStrengthening of Group fundamentalsStrengthening of Group fundamentals
2. Corporate culture and organisational  2. Corporate culture and organisational  2. Corporate culture and organisational  2. Corporate culture and organisational  

changeschangeschangeschanges
3. A value creation model based in 3. A value creation model based in 3. A value creation model based in 3. A value creation model based in 

profitable growthprofitable growthprofitable growthprofitable growth
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587587587587

1.7191.7191.7191.719

1.1661.1661.1661.166

1.6551.6551.6551.655

2.2272.2272.2272.227

1.1671.1671.1671.167

1.7391.7391.7391.739

514514514514

Q1Q1Q1Q1 H1H1H1H1 9mth9mth9mth9mth 12mth12mth12mth12mth

2002
2003

AttributableAttributable
netnet incomeincome

€ m€ m

……surpassing its commitment to the market (€ 2.15bn)surpassing its commitment to the market (€ 2.15bn)

Group performance Group performance Group performance Group performance has has has has already already already already 
improvedimprovedimprovedimproved in 2003in 2003in 2003in 2003
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BBVA BBVA GroupGroup
CurrentCurrent € m € m 

NetNetNetNet interest incomeinterest incomeinterest incomeinterest income

Core RevenuesCore RevenuesCore RevenuesCore Revenues

Ordinary revenuesOrdinary revenuesOrdinary revenuesOrdinary revenues

Operating ProfitOperating ProfitOperating ProfitOperating Profit

AttribAttribAttribAttrib. . . . incomeincomeincomeincome

1,6501,6501,6501,650

2,4562,4562,4562,456

2,6532,6532,6532,653

1,2171,2171,2171,217

514514514514

This positive trendThis positive trendThis positive trendThis positive trend hashashashas been confirmedbeen confirmedbeen confirmedbeen confirmed in in in in 
1Q041Q041Q041Q04 resultsresultsresultsresults . . .. . .. . .. . .

1,6841,6841,6841,684

2,5082,5082,5082,508

2,6722,6722,6722,672

1,2791,2791,2791,279

667667667667

+2.1+2.1+2.1+2.1

+2.1+2.1+2.1+2.1

+0.7+0.7+0.7+0.7

+5.2+5.2+5.2+5.2

+29.9+29.9+29.9+29.9

ChgChgChgChg (%)(%)(%)(%)

Revenue growth compensates the effectsRevenue growth compensates the effects
of currency devaluations (13.6%)of currency devaluations (13.6%)

1Q031Q031Q031Q03
ChgChgChgChg. (%). (%). (%). (%)

constantconstantconstantconstant fxfxfxfx....

+9.0+9.0+9.0+9.0

+9.0+9.0+9.0+9.0

+7.3+7.3+7.3+7.3

+12.5+12.5+12.5+12.5

+35.0+35.0+35.0+35.0

1Q041Q041Q041Q04



13

. . . . . . . . . . . . supported supported supported supported by a by a by a by a positive evolutionpositive evolutionpositive evolutionpositive evolution
of operating profitof operating profitof operating profitof operating profit

1.2171.2171.2171.217 1.2091.2091.2091.209

1.2791.2791.2791.279

1Q031Q031Q031Q03 4Q034Q034Q034Q03 1Q041Q041Q041Q04

Operating ProfitOperating ProfitOperating ProfitOperating Profit
€ m€ m€ m€ m

+5.2%+5.2%+5.2%+5.2%+5.2%+5.2%+5.2%+5.2%

Based on growing earnings from theBased on growing earnings from the moremore recurrent recurrent 
activitiesactivities ((operating profitoperating profit ex ex –– trading incometrading income: +9.3%): +9.3%)
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... ... ... ... With healthy growth in resultsWith healthy growth in resultsWith healthy growth in resultsWith healthy growth in results
of domestic businessesof domestic businessesof domestic businessesof domestic businesses

€ € millionmillion

NetNetNetNet interest incomeinterest incomeinterest incomeinterest income

Core revenuesCore revenuesCore revenuesCore revenues

Ordinary revenuesOrdinary revenuesOrdinary revenuesOrdinary revenues

Operating ProfitOperating ProfitOperating ProfitOperating Profit

1Q041Q041Q041Q041Q031Q031Q031Q03 ChgChgChgChg. %. %. %. %

897897897897

1,2741,2741,2741,274

1,4021,4021,4021,402

606606606606

985985985985

1,3831,3831,3831,383

1,4931,4931,4931,493

696696696696

9.99.99.99.9

8.68.68.68.6

6.56.56.56.5

15.015.015.015.0
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... ... ... ... And And And And a a a a positive evolution of profits positive evolution of profits positive evolution of profits positive evolution of profits in in in in 
BBVA BBVA BBVA BBVA AmericaAmericaAmericaAmerica

296296296296
292292292292

268268268268

1Q031Q031Q031Q03 4Q034Q034Q034Q03 1Q041Q041Q041Q04

+10.6%+10.6%+10.6%+10.6%+10.6%+10.6%+10.6%+10.6%

NetNetNetNet incomeincomeincomeincome
€€€€ millionmillionmillionmillion
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€ € € € millionmillionmillionmillion

514514514514

653653653653
572572572572

488488488488

667667667667

1Q031Q031Q031Q03 2Q032Q032Q032Q03 3Q033Q033Q033Q03 4Q034Q034Q034Q03 1Q041Q041Q041Q04

+29.9%+29.9%+29.9%+29.9%+29.9%+29.9%+29.9%+29.9%

ThusThusThusThus, , , , the Group the Group the Group the Group has has has has produced produced produced produced in 1Q04in 1Q04in 1Q04in 1Q04 the highestthe highestthe highestthe highest
netnetnetnet attributableattributableattributableattributable profitprofitprofitprofit in in in in thethethethe lastlastlastlast eleven eleven eleven eleven quartersquartersquartersquarters
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Leading to Leading to Leading to Leading to a a a a further progressionfurther progressionfurther progressionfurther progression
in in in in profitabilityprofitabilityprofitabilityprofitability

20,320,320,320,3
18,418,418,418,4

16,916,916,916,9

1Q031Q031Q031Q03 2003200320032003 1Q041Q041Q041Q04

ROE (%)ROE (%)
BBVA GROUPBBVA GROUP
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Group efficiency continues to improveGroup efficiency continues to improveGroup efficiency continues to improveGroup efficiency continues to improve

1,2281,2281,2281,228
1,2491,2491,2491,249

2,4562,4562,4562,456

2,5082,5082,5082,508

1Q031Q031Q031Q03 1Q041Q041Q041Q04

General & Adm. ExpensesGeneral & Adm. ExpensesGeneral & Adm. ExpensesGeneral & Adm. Expenses
Basic MarginBasic MarginBasic MarginBasic Margin

CostCost//incomeincome ratioratio
(%)(%)

€ € € € millionmillionmillionmillion

DrivenDriven by by growthgrowth in in recurrent revenuesrecurrent revenues

46.046.046.046.0

47.147.147.147.1

1Q031Q031Q031Q03 1Q041Q041Q041Q04

+2.1%+2.1%+2.1%+2.1%

----1.7%1.7%1.7%1.7%

CoreCore RevenuesRevenues &  &  
General Adm. ExpensesGeneral Adm. Expenses



19

NPL ratio NPL ratio and coverageand coverage (%)(%)

Outstanding asset quality and Outstanding asset quality and Outstanding asset quality and Outstanding asset quality and 
coveragecoveragecoveragecoverage ratiosratiosratiosratios

1.781.781.781.78

1.231.231.231.23

209.8209.8209.8209.8
167.5167.5167.5167.5

1Q031Q031Q031Q03 1Q041Q041Q041Q04

COVERAGECOVERAGECOVERAGECOVERAGE
RATIORATIORATIORATIO

NPLNPLNPLNPL
RATIORATIORATIORATIO

210210210210

95959595

1Q031Q031Q031Q03 1Q041Q041Q041Q04

NetNet entries toentries to NPL NPL 
(€ (€ millionmillion))
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… with a significant volume of Group … with a significant volume of Group … with a significant volume of Group … with a significant volume of Group 
special credit reserves  special credit reserves  special credit reserves  special credit reserves  

Loan loss “FOCEI” provisionLoan loss “FOCEI” provisionLoan loss “FOCEI” provisionLoan loss “FOCEI” provision 1,0351,0351,0351,035

Loan loss generic provisionLoan loss generic provisionLoan loss generic provisionLoan loss generic provision 1111,,,,332332332332

TotalTotalTotalTotal 2222,3,3,3,367676767

MarchMarchMarchMarch 2004 (2004 (2004 (2004 (€ € € € millmillmillmill))))
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Active Active Active Active management of structural risksmanagement of structural risksmanagement of structural risksmanagement of structural risks

� 70% 70% 70% 70% ofofofof BV BV BV BV ofofofof BBVA América BBVA América BBVA América BBVA América 
coveredcoveredcoveredcovered atatatat corporatecorporatecorporatecorporate levellevellevellevel
((((MarchMarchMarchMarch 04)04)04)04)

� ““““PerfectPerfectPerfectPerfect” ” ” ” hedginghedginghedginghedging in in in in Mexico  Mexico  Mexico  Mexico  
& Chile (67% & Chile (67% & Chile (67% & Chile (67% and and and and 71%  71%  71%  71%  
respectivelyrespectivelyrespectivelyrespectively as as as as of March of March of March of March 04) 04) 04) 04) 

� Hedge of Hedge of Hedge of Hedge of 2004 2004 2004 2004 resultsresultsresultsresults

FOREIGN EXCHANGEFOREIGN EXCHANGEINTEREST RATESINTEREST RATES

� €24 €24 €24 €24 bn bond portfolio to bn bond portfolio to bn bond portfolio to bn bond portfolio to 
cover interest rate riskcover interest rate riskcover interest rate riskcover interest rate risk
((((MarchMarchMarchMarch 04)04)04)04)

� Short Short Short Short durationdurationdurationduration: 1.8 : 1.8 : 1.8 : 1.8 years years years years 
� 65% 65% 65% 65% of latent of latent of latent of latent capital capital capital capital gains gains gains gains 

are are are are locked locked locked locked inininin
� AdditionalyAdditionalyAdditionalyAdditionaly, , , , €8 €8 €8 €8 bn bn bn bn IRS IRS IRS IRS to to to to 

hedge the spread hedge the spread hedge the spread hedge the spread 3333----12 12 12 12 
month euribormonth euribormonth euribormonth euribor
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... while maintaining high levels of ... while maintaining high levels of ... while maintaining high levels of ... while maintaining high levels of 
capital adequacycapital adequacycapital adequacycapital adequacy

BIS Ratio (%)BIS Ratio (%)
BBVA BBVA GroupGroup

5.75.75.75.76.06.06.06.0

1Q031Q031Q031Q03 1Q041Q041Q041Q04

CORECORECORECORECORECORECORECORE

TIER ITIER ITIER ITIER ITIER ITIER ITIER ITIER I 8.08.08.08.08.08.08.08.08.58.58.58.58.58.58.58.5

BISBISBISBISBISBISBISBIS 12.112.112.112.112.112.112.112.112.612.612.612.612.612.612.612.6

... In ... In lineline withwith expectationsexpectations, , after the impact of theafter the impact of the
BBVA BBVA Bancomer transactionBancomer transaction
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SuccesfulSuccesfulSuccesfulSuccesful acquisitionacquisitionacquisitionacquisition
of BBVAof BBVAof BBVAof BBVA BancomerBancomerBancomerBancomer minoritiesminoritiesminoritiesminorities

TheTheTheTheTheTheTheThe €2€2€2€2€2€2€2€2 billion share issue was wellbillion share issue was wellbillion share issue was wellbillion share issue was wellbillion share issue was wellbillion share issue was wellbillion share issue was wellbillion share issue was well--------received received received received received received received received 

High acceptance of share offerHigh acceptance of share offerHigh acceptance of share offerHigh acceptance of share offerHigh acceptance of share offerHigh acceptance of share offerHigh acceptance of share offerHigh acceptance of share offer

Impact of the transactionImpact of the transactionImpact of the transactionImpact of the transactionImpact of the transactionImpact of the transactionImpact of the transactionImpact of the transaction

BetterBetterBetterBetterBetterBetterBetterBetter capitalcapitalcapitalcapitalcapitalcapitalcapitalcapital allocation within the Groupallocation within the Groupallocation within the Groupallocation within the Groupallocation within the Groupallocation within the Groupallocation within the Groupallocation within the Group

1.7 times oversubscribed in record time

Current holding: 99.7%

Positive impact on EPS from year one

Generating resourcesGenerating resourcesGenerating resourcesGenerating resourcesGenerating resourcesGenerating resourcesGenerating resourcesGenerating resources by by by by by by by by reallocatingreallocatingreallocatingreallocatingreallocatingreallocatingreallocatingreallocating capital capital capital capital capital capital capital capital 

Core Capital of €847 million
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� BBVABBVABBVABBVA Overview Overview Overview Overview 
� Activity and resultsActivity and resultsActivity and resultsActivity and results
� Spanish mortgage marketSpanish mortgage marketSpanish mortgage marketSpanish mortgage market
� BBVABBVABBVABBVA mortgage portfoliomortgage portfoliomortgage portfoliomortgage portfolio
� ConclusionsConclusionsConclusionsConclusions
� AnnexAnnexAnnexAnnex: “Cédulas Hipotecarias”: “Cédulas Hipotecarias”: “Cédulas Hipotecarias”: “Cédulas Hipotecarias”

IndexIndexIndexIndex
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Strong growth of the Spanish mortgage Strong growth of the Spanish mortgage Strong growth of the Spanish mortgage Strong growth of the Spanish mortgage 
marketmarketmarketmarket inininin the last yearsthe last yearsthe last yearsthe last years

Mortgage loans evolutionMortgage loans evolution
€€ BnBn

Source: Bank of Spain and Spanish Mortgages As.

98989898 109109109109 124124124124
147147147147

175175175175
210210210210

251251251251
297297297297

354354354354

425425425425
454454454454

1994199419941994 1995199519951995 1996199619961996 1997199719971997 1998199819981998 1999199919991999 2000200020002000 2001200120012001 2002200220022002 2003200320032003 mar-mar-mar-mar-
04040404

CAGR:+17.8%CAGR:+17.8%CAGR:+17.8%CAGR:+17.8%
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Residential mortgage loans * over GDP, % (2002)Residential mortgage loans * over GDP, % (2002)

* Source:  European Mortgage Federation

However, the Spanish Market is still However, the Spanish Market is still However, the Spanish Market is still However, the Spanish Market is still 
bellow the European averagebellow the European averagebellow the European averagebellow the European average
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RealRealRealReal state marketstate marketstate marketstate market ““““boomboomboomboom”””” driversdriversdriversdrivers

MacroMacroMacroMacro
driversdriversdriversdrivers

� Interest rate decrease 
� Structural adjustment to a low and stable  interest   

rate enviroment
� Positive GDP evolution and job creation
� Improvement of personal income

SectorSectorSectorSector
driversdriversdriversdrivers

� Better financing conditions: longer maturities and 
increased product range

� Mortgage payments are more affordable

Demographic Demographic Demographic Demographic 
driversdriversdriversdrivers

� Acceleration in household formation
� Decrease in household members per home (higher 

home demand for the same number of inhabitants)
� More than one income per home (improvement of 

the family access to a new home)
� Foreign demand: Immigration and tourism 
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Healthy growthHealthy growthHealthy growthHealthy growth inininin population and population and population and population and 
household formationhousehold formationhousehold formationhousehold formation

46,546,546,546,5

40,840,840,840,8
38,938,938,938,9

37,737,737,737,7

17,617,617,617,6

14,314,314,314,3
11,711,711,711,710,410,410,410,4

1981198119811981 1991199119911991 2001200120012001 2011E *2011E *2011E *2011E *

PopulationPopulationPopulationPopulation HouseholdsHouseholdsHouseholdsHouseholds

2.62.62.62.6 million households createdmillion households createdmillion households createdmillion households created in 10in 10in 10in 10 yearsyearsyearsyears (1991(1991(1991(1991----2001)2001)2001)2001)
andandandand 3.33.33.33.3 millionmillionmillionmillion moremoremoremore expectedexpectedexpectedexpected inininin the nextthe nextthe nextthe next tentententen period yearsperiod yearsperiod yearsperiod years

MillionsMillionsMillionsMillions

* Source: BBVA Economic Research Department
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............ andandandand aaaa positive trend of employment positive trend of employment positive trend of employment positive trend of employment 
andandandand GDPGDPGDPGDP perperperper capitacapitacapitacapita

16.616.2
15.7

15.2
14.6

14.0
13.1

12,612.312.0

87.486.1
84.383.483.581.079.779.579.077.6

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

SS Affiliates (millions)SS Affiliates (millions)SS Affiliates (millions)SS Affiliates (millions)
GDP as % average EU GDPGDP as % average EU GDPGDP as % average EU GDPGDP as % average EU GDP

4.64.64.64.6 million jobs createdmillion jobs createdmillion jobs createdmillion jobs created inininin the lastthe lastthe lastthe last 10101010 yearsyearsyearsyears(1994(1994(1994(1994----2003)2003)2003)2003)
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Housing pricesHousing pricesHousing pricesHousing prices: a: a: a: a catchcatchcatchcatch----upupupup processprocessprocessprocess

Housing Prices & GDP per capita.Housing Prices & GDP per capita.Housing Prices & GDP per capita.Housing Prices & GDP per capita.
 Spain/Europe Spain/Europe Spain/Europe Spain/Europe
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Source: BBVA

TheTheTheThe averageaverageaverageaverage housing pricehousing pricehousing pricehousing price inininin
Spain isSpain isSpain isSpain is 85%85%85%85% of theof theof theof the averageaverageaverageaverage
European housing priceEuropean housing priceEuropean housing priceEuropean housing price
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OutlookOutlookOutlookOutlook for mortgate demandfor mortgate demandfor mortgate demandfor mortgate demand:::: affordability affordability affordability affordability 
remains favourableremains favourableremains favourableremains favourable

• The price increases The price increases The price increases The price increases 
registeredregisteredregisteredregistered inininin the recent the recent the recent the recent 
past have been past have been past have been past have been 
compensated tocompensated tocompensated tocompensated to aaaa
significant degreesignificant degreesignificant degreesignificant degree bybybyby the the the the 
fallfallfallfall inininin mortage interest mortage interest mortage interest mortage interest 
rates  rates  rates  rates  
• ThusThusThusThus,,,, forforforfor a 2003a 2003a 2003a 2003 price price price price 
increaseincreaseincreaseincrease inininin house prices house prices house prices house prices 
of approxof approxof approxof approx. 17%,. 17%,. 17%,. 17%, the the the the 
affordabilityaffordabilityaffordabilityaffordability ratioratioratioratio only only only only 
wentwentwentwent upupupup aroundaroundaroundaround 4% 4% 4% 4% 

For theFor theFor theFor theFor theFor theFor theFor the averageaverageaverageaverageaverageaverageaverageaverage Spanish family withSpanish family withSpanish family withSpanish family withSpanish family withSpanish family withSpanish family withSpanish family with 1.451.451.451.451.451.451.451.45 membersmembersmembersmembersmembersmembersmembersmembers inininininininin employmentemploymentemploymentemploymentemploymentemploymentemploymentemployment,,,,,,,,
mortgage payments represent approximatelymortgage payments represent approximatelymortgage payments represent approximatelymortgage payments represent approximatelymortgage payments represent approximatelymortgage payments represent approximatelymortgage payments represent approximatelymortgage payments represent approximately 27.5%27.5%27.5%27.5%27.5%27.5%27.5%27.5% of its gross of its gross of its gross of its gross of its gross of its gross of its gross of its gross 
incomeincomeincomeincomeincomeincomeincomeincome,,,,,,,, assuming interest rates atassuming interest rates atassuming interest rates atassuming interest rates atassuming interest rates atassuming interest rates atassuming interest rates atassuming interest rates at 4%4%4%4%4%4%4%4% andandandandandandandand a 20a 20a 20a 20a 20a 20a 20a 20--------year morgageyear morgageyear morgageyear morgageyear morgageyear morgageyear morgageyear morgage
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Spanish mortgagesSpanish mortgagesSpanish mortgagesSpanish mortgages areareareare cheap cheap cheap cheap 
compared to Europecompared to Europecompared to Europecompared to Europe

Interest rates on mortagesInterest rates on mortagesInterest rates on mortagesInterest rates on mortages ((((excluding feesexcluding feesexcluding feesexcluding fees)))) SpainSpainSpainSpain EUEUEUEU

WithinWithinWithinWithin 1111 year of initial rateyear of initial rateyear of initial rateyear of initial rate datedatedatedate 3.59%3.59%3.59%3.59% 3.87%3.87%3.87%3.87%
1111 totototo 5555 years from initial rateyears from initial rateyears from initial rateyears from initial rate datedatedatedate 3.60%3.60%3.60%3.60% 4.23%4.23%4.23%4.23%
5555 totototo 10101010 years from initial rateyears from initial rateyears from initial rateyears from initial rate datedatedatedate 5.95%5.95%5.95%5.95% 4.94%4.94%4.94%4.94%
MoreMoreMoreMore thanthanthanthan 10101010 years from initial rateyears from initial rateyears from initial rateyears from initial rate datedatedatedate 4.27%4.27%4.27%4.27% 4.90%4.90%4.90%4.90%

Volumes and percentage structureVolumes and percentage structureVolumes and percentage structureVolumes and percentage structure SpainSpainSpainSpain EUEUEUEU

WithinWithinWithinWithin 1111 year of initial rateyear of initial rateyear of initial rateyear of initial rate datedatedatedate 79%79%79%79% 43%43%43%43%
1111 totototo 5555 years from initial rateyears from initial rateyears from initial rateyears from initial rate datedatedatedate 19%19%19%19% 18%18%18%18%
5555 totototo 10101010 years from initial rateyears from initial rateyears from initial rateyears from initial rate datedatedatedate 1%1%1%1% 21%21%21%21%
MoreMoreMoreMore thanthanthanthan 10101010 years from initial rateyears from initial rateyears from initial rateyears from initial rate datedatedatedate 1%1%1%1% 18%18%18%18%

New transactionsNew transactionsNew transactionsNew transactions (2003 (2003 (2003 (2003 €€€€ millionsmillionsmillionsmillions)))) 8,5998,5998,5998,599 46,30446,30446,30446,304

Source: ECB and Bank of Spain
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LTV @70%LTV @70%LTV @70%LTV @70%

For the Spanish system, the risk of the market value of mortgageFor the Spanish system, the risk of the market value of mortgageFor the Spanish system, the risk of the market value of mortgageFor the Spanish system, the risk of the market value of mortgageFor the Spanish system, the risk of the market value of mortgageFor the Spanish system, the risk of the market value of mortgageFor the Spanish system, the risk of the market value of mortgageFor the Spanish system, the risk of the market value of mortgaged d d d d d d d 
properties falling below the principal amount only starts to properties falling below the principal amount only starts to properties falling below the principal amount only starts to properties falling below the principal amount only starts to properties falling below the principal amount only starts to properties falling below the principal amount only starts to properties falling below the principal amount only starts to properties falling below the principal amount only starts to 
materialise for price falls of 30materialise for price falls of 30materialise for price falls of 30materialise for price falls of 30materialise for price falls of 30materialise for price falls of 30materialise for price falls of 30materialise for price falls of 30--------40%, for LTV @70%  and for 40%, for LTV @70%  and for 40%, for LTV @70%  and for 40%, for LTV @70%  and for 40%, for LTV @70%  and for 40%, for LTV @70%  and for 40%, for LTV @70%  and for 40%, for LTV @70%  and for 

mortgages issued after 2002mortgages issued after 2002mortgages issued after 2002mortgages issued after 2002mortgages issued after 2002mortgages issued after 2002mortgages issued after 2002mortgages issued after 2002
Source: BBVA with data from Ministry for Public Works and  Bank of Spain
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risks underrisks underrisks underrisks under controlcontrolcontrolcontrol

Mortgage Collateral
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� Mortage lending is the core activityMortage lending is the core activityMortage lending is the core activityMortage lending is the core activity inininin the Spanish the Spanish the Spanish the Spanish 
Banking SystemBanking SystemBanking SystemBanking System
� Outstanding mortgages over privateOutstanding mortgages over privateOutstanding mortgages over privateOutstanding mortgages over private sectorsectorsectorsector loansloansloansloans::::

Saving BanksSaving BanksSaving BanksSaving Banks (67%),(67%),(67%),(67%), BanksBanksBanksBanks (48%)(48%)(48%)(48%) andandandand BBVA (53%)BBVA (53%)BBVA (53%)BBVA (53%)

� MoreMoreMoreMore thanthanthanthan 2/32/32/32/3 of all loans to householdsof all loans to householdsof all loans to householdsof all loans to households areareareare
residential mortgagesresidential mortgagesresidential mortgagesresidential mortgages: BBVA 76%: BBVA 76%: BBVA 76%: BBVA 76% vsvsvsvs 66%66%66%66% Spanish Spanish Spanish Spanish 
Banking SystemBanking SystemBanking SystemBanking System

� BBVABBVABBVABBVA is the leading mortgage playeris the leading mortgage playeris the leading mortgage playeris the leading mortgage player inininin SpainSpainSpainSpain: 12.2%: 12.2%: 12.2%: 12.2%
market sharemarket sharemarket sharemarket share

BBVA inBBVA inBBVA inBBVA in the Spanish mortgage marketthe Spanish mortgage marketthe Spanish mortgage marketthe Spanish mortgage market

BBVA is the leading mortgage player in Spain, with a BBVA is the leading mortgage player in Spain, with a BBVA is the leading mortgage player in Spain, with a BBVA is the leading mortgage player in Spain, with a BBVA is the leading mortgage player in Spain, with a BBVA is the leading mortgage player in Spain, with a BBVA is the leading mortgage player in Spain, with a BBVA is the leading mortgage player in Spain, with a 
strong focus in residential mortgagesstrong focus in residential mortgagesstrong focus in residential mortgagesstrong focus in residential mortgagesstrong focus in residential mortgagesstrong focus in residential mortgagesstrong focus in residential mortgagesstrong focus in residential mortgages
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BBVA: excellent evolution of its stock of BBVA: excellent evolution of its stock of BBVA: excellent evolution of its stock of BBVA: excellent evolution of its stock of 
mortgagesmortgagesmortgagesmortgages

42424242 43434343
45454545

47474747
49494949

41414141

56565656
53535353

50505050

Mar-02Mar-02Mar-02Mar-02 Jun-02Jun-02Jun-02Jun-02 Sep-02Sep-02Sep-02Sep-02 Dec-02Dec-02Dec-02Dec-02 Mar-03Mar-03Mar-03Mar-03 Jun-03Jun-03Jun-03Jun-03 Sep-03Sep-03Sep-03Sep-03 Dec-03Dec-03Dec-03Dec-03 Mar-04Mar-04Mar-04Mar-04

Mortage loans evolution Mortage loans evolution (€ (€ BnBn))

+14. 6%+14. 6%+14. 6%+14. 6%

+19.0%+19.0%+19.0%+19.0%
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............withwithwithwith a recorda recorda recorda record quarterquarterquarterquarter inininin new new new new 
residential mortgage productionresidential mortgage productionresidential mortgage productionresidential mortgage production

5.1465.1465.1465.146

4.0744.0744.0744.0743.7943.7943.7943.794

Avg. qtr 1H03Avg. qtr 1H03Avg. qtr 1H03Avg. qtr 1H03 Avg. qtr 2H03Avg. qtr 2H03Avg. qtr 2H03Avg. qtr 2H03 1Q041Q041Q041Q04

New mortgagesNew mortgagesNew mortgagesNew mortgages
€ € € € millionmillionmillionmillion

+47.9%+47.9%+47.9%+47.9%+47.9%+47.9%+47.9%+47.9%
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…and a well diversified mortgage portfolio…and a well diversified mortgage portfolio…and a well diversified mortgage portfolio…and a well diversified mortgage portfolio(1)(1)(1)(1)
geographicallygeographicallygeographicallygeographically

Region %portfolio(1) %GDP
Catalonia 19.7 18.3
Madrid 19.3 17.3
Andalusia 16.0 13.8
Valencia 11.4 9.8
Canary Is. 5.7 3.9
Castille-Leon 4.2 5.7
Basque C. 3.7 6.7
Balearic Is. 3.6 2.3
Galicia 3.5 5.4
Other 13.1 16.8
(1)(1)(1)(1) SourceSourceSourceSource: INE 2002): INE 2002): INE 2002): INE 2002)

(1) Residential mortgages

� More than 150.000 homes financed by BBVA during 2003More than 150.000 homes financed by BBVA during 2003More than 150.000 homes financed by BBVA during 2003More than 150.000 homes financed by BBVA during 2003
� 782.000 outstanding mortgages782.000 outstanding mortgages782.000 outstanding mortgages782.000 outstanding mortgages
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Key mortgage quality indicatorsKey mortgage quality indicatorsKey mortgage quality indicatorsKey mortgage quality indicators show ashow ashow ashow a low risk low risk low risk low risk 
profile forprofile forprofile forprofile for BBVA BBVA BBVA BBVA 

NewNewNewNew
Total stockTotal stockTotal stockTotal stock ProductionProductionProductionProduction (1)(1)(1)(1)

AverageAverageAverageAverage sizesizesizesize 54.160 54.160 54.160 54.160 €€€€ 102.190 102.190 102.190 102.190 €€€€

AverageAverageAverageAverage lifelifelifelife ((((yearsyearsyearsyears)))) 19.119.119.119.1 23232323

L.T.V. L.T.V. L.T.V. L.T.V. ((((initial amountinitial amountinitial amountinitial amount)))) 55.9%55.9%55.9%55.9% 63.5% 63.5% 63.5% 63.5% (2)(2)(2)(2)

L.T.V. L.T.V. L.T.V. L.T.V. ((((Outstanding amountOutstanding amountOutstanding amountOutstanding amount)))) 44.7%44.7%44.7%44.7% 61.2% 61.2% 61.2% 61.2% (2)(2)(2)(2)

NPL ratioNPL ratioNPL ratioNPL ratio 0.33%0.33%0.33%0.33%

(1) 2003 and January to May 2004
(2) 2002/2003 average data 
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The L.T.V. is 44.7% for outstanding  principalThe L.T.V. is 44.7% for outstanding  principalThe L.T.V. is 44.7% for outstanding  principalThe L.T.V. is 44.7% for outstanding  principal

Current mortgage book structure Current mortgage book structure (1)(1)(1)(1)/ Initial appraisal value/ Initial appraisal value

66,9%66,9%66,9%66,9%

17,9%17,9%17,9%17,9%
15,2%15,2%15,2%15,2%

<70%<70%<70%<70% 70 / 80%70 / 80%70 / 80%70 / 80% >80%>80%>80%>80%

Initial principal amount / 
Appraisal value

55,9%55,9%55,9%55,9%

Outstanding principal / 
Appraisal value

44,7%44,7%44,7%44,7%

(1) Residential mortgage portfolio
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0.330.330.330.33

0.430.430.430.43

0.550.550.550.55
0.620.620.620.62

0.220.220.220.22

0.600.600.600.60

0.480.480.480.48

0.340.340.340.34

Dec 01 Dec 02 Dec 03 mar-04

� High High High High NPL’sNPL’sNPL’sNPL’s coverage ratio: 270%coverage ratio: 270%coverage ratio: 270%coverage ratio: 270%
� Powerful and fully implemented creditPowerful and fully implemented creditPowerful and fully implemented creditPowerful and fully implemented credit----analysis tools : credit scoring is analysis tools : credit scoring is analysis tools : credit scoring is analysis tools : credit scoring is 

integrated throughout the internal approval processintegrated throughout the internal approval processintegrated throughout the internal approval processintegrated throughout the internal approval process

ImprovementImprovementImprovementImprovement inininin the quality of the mortgage the quality of the mortgage the quality of the mortgage the quality of the mortgage 
portfolio portfolio portfolio portfolio 

NPL’s ratio (%)NPL’s ratio (%)NPL’s ratio (%)NPL’s ratio (%)

NPL’s NPL’s NPL’s NPL’s entries entries entries entries ratio (%)ratio (%)ratio (%)ratio (%)
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AAAA very strong overcollateralization very strong overcollateralization very strong overcollateralization very strong overcollateralization 

New issue3.0

MortgageMortgageMortgageMortgage
PortfolioPortfolioPortfolioPortfolio

Mortgage for CHMortgage for CHMortgage for CHMortgage for CH Max. IssuanceMax. IssuanceMax. IssuanceMax. Issuance CédulasCédulasCédulasCédulas
HipotecariasHipotecariasHipotecariasHipotecarias

55.6 

Figures in € Bn.

Total Non-Total Non-Total Non-Total Non-
elegible: 15.1elegible: 15.1elegible: 15.1elegible: 15.1

Total Elegible
40.6 Max. Issuance

36.5

Market issues
14.7

90%

(1) Elegible mortgages loans: first mortgages with max. LTV of 80% for residential and 70% for commercial

OvercollaterizationOvercollaterizationOvercollaterizationOvercollaterization
After new issueAfter new issueAfter new issueAfter new issue

310%310%310%310%
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0000

10101010

20202020

30303030

40404040

50505050

60606060
Outs. Mortg. Loans(1)Outs. Mortg. Loans(1)Outs. Mortg. Loans(1)Outs. Mortg. Loans(1) C.H. (2)C.H. (2)C.H. (2)C.H. (2)

............ Even without increasing theEven without increasing theEven without increasing theEven without increasing the poolpoolpoolpool of of of of 
outstanding mortgagesoutstanding mortgagesoutstanding mortgagesoutstanding mortgages

31.03.0431.03.0431.03.0431.03.04 31.12.0431.12.0431.12.0431.12.04 31.12.0531.12.0531.12.0531.12.05 31.12.0631.12.0631.12.0631.12.06 31.12.0731.12.0731.12.0731.12.07
310310310310 325325325325 304              281304              281304              281304              281 332332332332

OvercollateralizationOvercollateralizationOvercollateralizationOvercollateralization (%)(%)(%)(%)

Mortgages loans Mortgages loans &  C.H.: &  C.H.: Maturity matrix Maturity matrix 31.03.04 (1) 31.03.04 (1) 

(1) Without taking into account future mortgage portfolio increases
(2) Including the new CH issue of € 3 Bn

€ BN€ BN€ BN€ BN
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NewNewNewNew 2014 CH2014 CH2014 CH2014 CH Issue Main Characteristics Issue Main Characteristics Issue Main Characteristics Issue Main Characteristics 

� Issuer: BBVA

� Format: Cédulas Hipotecarias

� Issue Rating: Moody’s Aaa

� Amount: 3.000 million €

� Maturity: 10 years

� Lead-Managers: Barclays, BBVA, DB, SG

� Listing: A.I.A.F
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Conclusions Conclusions Conclusions Conclusions 
� Significant advance in strategy in 2003, confirmed in Significant advance in strategy in 2003, confirmed in Significant advance in strategy in 2003, confirmed in Significant advance in strategy in 2003, confirmed in 

1Q04, with strong focus in profitable growth1Q04, with strong focus in profitable growth1Q04, with strong focus in profitable growth1Q04, with strong focus in profitable growth

� Strengthening of the Group fundamentalsStrengthening of the Group fundamentalsStrengthening of the Group fundamentalsStrengthening of the Group fundamentals

� BBVABBVABBVABBVA remains the leaderremains the leaderremains the leaderremains the leader inininin the Spanish residential the Spanish residential the Spanish residential the Spanish residential 
mortgage marketmortgage marketmortgage marketmortgage market,,,, withwithwithwith aaaa low risk profile and an excellent low risk profile and an excellent low risk profile and an excellent low risk profile and an excellent 
protectionprotectionprotectionprotection

� The newThe newThe newThe new 2014201420142014 issueissueissueissue completes BBVA completes BBVA completes BBVA completes BBVA ““““CHCHCHCH”””” curvecurvecurvecurve

� BBVA BBVA BBVA BBVA ““““CHCHCHCH”””” represents an attractive investment represents an attractive investment represents an attractive investment represents an attractive investment 
alternativealternativealternativealternative



JuneJuneJuneJune 2004200420042004

BBVA“CEDULAS HIPOTECARIAS”BBVA“CEDULAS HIPOTECARIAS”BBVA“CEDULAS HIPOTECARIAS”BBVA“CEDULAS HIPOTECARIAS”
CREDIT STORY AND CREDIT STORY AND CREDIT STORY AND CREDIT STORY AND 

MORTGAGE BUSINESSMORTGAGE BUSINESSMORTGAGE BUSINESSMORTGAGE BUSINESS
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Cédulas Hipotecarias (CH) are:

�On balance sheet secured obligations issued by regulated Spanish financial 
institutions

�Secured on an issuer’s entire mortgage loan book (residential and 
commercial)

�10% BIS risk weighted

�Overcollateralised: banks cannot issue CHs with value higher than 90% of 
eligible mortgage loans (monitored by Bank of Spain). LTV must not be 
higher than 70% (commercial) or 80% (residential)

�25% investment ratio according to the EU investment directive

�Eligible collateral to the European Central Bank 

� If mortgage collateral not enough to repay, CH Creditors are to be treated 
pari passu with senior bond creditors

CédulasCédulasCédulasCédulas HipotecariasHipotecariasHipotecariasHipotecarias: Overview: Overview: Overview: Overview
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o The first Spanish mortgage law was introduced in 1861 and CH were first 

introduced in  1869

o The Mortgage Market Law was  last amended in 1981, to promote  the 

development of the mortgage market,

o Key elements of the mortgage market law law:

� Extension of CH issuance to all financial institutions regulated by the Bank of 

Spain (BoS)

� Clear specification of the types of secured bonds (CH included) which 

regulated  mortgage lenders can issue

� Establishment of a rigorous regulatory and supervisory framework 

(monitored by the Ministry of Economy and supervised  by the BoS)

o New Spanish Insolvency Law: 

• Better protection for CH holders

• Effective September 1 , 2004 

Cédulas HipotecariasCédulas HipotecariasCédulas HipotecariasCédulas Hipotecarias:  Legal  Framework (the :  Legal  Framework (the :  Legal  Framework (the :  Legal  Framework (the 
Mortgage Market Law and Insolvency Law)Mortgage Market Law and Insolvency Law)Mortgage Market Law and Insolvency Law)Mortgage Market Law and Insolvency Law)
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Cédulas HipotecariasCédulas HipotecariasCédulas HipotecariasCédulas Hipotecarias: CH Investor (Legal : CH Investor (Legal : CH Investor (Legal : CH Investor (Legal 
Status)Status)Status)Status)

� Investors of CH have a preferential claim over the entire mortgage the entire mortgage the entire mortgage the entire mortgage 
book book book book of the issuing bank

� The legislation grants the right for the CH holder to an executory
action against  the issuer, in the case of failure to pay principal 
and/or interest 

� As there has never been a default on a CH, there is no practical
experience with respect to the time horizon for setting the 
preferential claim granted to CH holders

CH INVESTORS ARE SPECIALLY PRIVILEGED CREDITORS
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New Insolvency Law 22/2003 (I)New Insolvency Law 22/2003 (I)New Insolvency Law 22/2003 (I)New Insolvency Law 22/2003 (I)

� The new law clarifies and improves the regime applicable to The new law clarifies and improves the regime applicable to The new law clarifies and improves the regime applicable to The new law clarifies and improves the regime applicable to 
holders of holders of holders of holders of Cédulas Hipotecarias Cédulas Hipotecarias Cédulas Hipotecarias Cédulas Hipotecarias in case of insolvency of the in case of insolvency of the in case of insolvency of the in case of insolvency of the 
issuerissuerissuerissuer

� Credit under Credit under Credit under Credit under Cédulas Cédulas Cédulas Cédulas is acknowledged as special privilege credit is acknowledged as special privilege credit is acknowledged as special privilege credit is acknowledged as special privilege credit 
(article 90.1)(article 90.1)(article 90.1)(article 90.1)

� Acknowledges the priority of the Acknowledges the priority of the Acknowledges the priority of the Acknowledges the priority of the cédulascédulascédulascédulas holders with respect to holders with respect to holders with respect to holders with respect to 
employees and fiscal authorities from the amounts obtained employees and fiscal authorities from the amounts obtained employees and fiscal authorities from the amounts obtained employees and fiscal authorities from the amounts obtained 
from the assets which cover the from the assets which cover the from the assets which cover the from the assets which cover the cédulascédulascédulascédulas

� Uninterrupted services of Interest: Interest will continue beingUninterrupted services of Interest: Interest will continue beingUninterrupted services of Interest: Interest will continue beingUninterrupted services of Interest: Interest will continue being
paid up to the proceeds from the backing assets (mortgages) paid up to the proceeds from the backing assets (mortgages) paid up to the proceeds from the backing assets (mortgages) paid up to the proceeds from the backing assets (mortgages) 

� No recourse to default or to cancel the No recourse to default or to cancel the No recourse to default or to cancel the No recourse to default or to cancel the cédulascédulascédulascédulas while interest and while interest and while interest and while interest and 
principal continue to be paidprincipal continue to be paidprincipal continue to be paidprincipal continue to be paid

Strengthening the protection of Strengthening the protection of Strengthening the protection of Strengthening the protection of CedulasCedulasCedulasCedulas holdersholdersholdersholders
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� The retroactivity period rule has been replaced by a reintegratiThe retroactivity period rule has been replaced by a reintegratiThe retroactivity period rule has been replaced by a reintegratiThe retroactivity period rule has been replaced by a reintegration on on on 
rule: the risk of the retroactivity of the insolvency as well asrule: the risk of the retroactivity of the insolvency as well asrule: the risk of the retroactivity of the insolvency as well asrule: the risk of the retroactivity of the insolvency as well as the the the the 
risk of being declared null any transaction carried out during risk of being declared null any transaction carried out during risk of being declared null any transaction carried out during risk of being declared null any transaction carried out during 
such a period will be removed (article 71)such a period will be removed (article 71)such a period will be removed (article 71)such a period will be removed (article 71)

� The reintegration period can maximally reach back 2 years from The reintegration period can maximally reach back 2 years from The reintegration period can maximally reach back 2 years from The reintegration period can maximally reach back 2 years from 
the date of the insolvency being declared and only on those the date of the insolvency being declared and only on those the date of the insolvency being declared and only on those the date of the insolvency being declared and only on those 
transactions causing damage to the social assetstransactions causing damage to the social assetstransactions causing damage to the social assetstransactions causing damage to the social assets

� Therefore the risk of the Therefore the risk of the Therefore the risk of the Therefore the risk of the Cédulas Cédulas Cédulas Cédulas investors to become senior investors to become senior investors to become senior investors to become senior 
unsecured creditors due to  moving back the date of insolvency unsecured creditors due to  moving back the date of insolvency unsecured creditors due to  moving back the date of insolvency unsecured creditors due to  moving back the date of insolvency 
will be removedwill be removedwill be removedwill be removed

New Insolvency Law 22/2003 (II)New Insolvency Law 22/2003 (II)New Insolvency Law 22/2003 (II)New Insolvency Law 22/2003 (II)

Strengthening the protection of Strengthening the protection of Strengthening the protection of Strengthening the protection of CedulasCedulasCedulasCedulas holdersholdersholdersholders
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Cédulas HipotecariasCédulas HipotecariasCédulas HipotecariasCédulas Hipotecarias: Strengths : Strengths : Strengths : Strengths 

� Investors of CH have a preferential claim over other Investors of CH have a preferential claim over other Investors of CH have a preferential claim over other Investors of CH have a preferential claim over other 
creditors in a default scenariocreditors in a default scenariocreditors in a default scenariocreditors in a default scenario

� High degree of security        reduced severity of loss,       High degree of security        reduced severity of loss,       High degree of security        reduced severity of loss,       High degree of security        reduced severity of loss,       
generally two notches above senior debt ratinggenerally two notches above senior debt ratinggenerally two notches above senior debt ratinggenerally two notches above senior debt rating

� Substantial overSubstantial overSubstantial overSubstantial over----collateralisation & generally high collateralisation & generally high collateralisation & generally high collateralisation & generally high 
quality of cover assetsquality of cover assetsquality of cover assetsquality of cover assets

� Stringent eligibility criteria underpinned by sound legal Stringent eligibility criteria underpinned by sound legal Stringent eligibility criteria underpinned by sound legal Stringent eligibility criteria underpinned by sound legal 
frameworkframeworkframeworkframework

� Rigorous and timely supervision by Bank of SpainRigorous and timely supervision by Bank of SpainRigorous and timely supervision by Bank of SpainRigorous and timely supervision by Bank of Spain
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Cédulas HipotecariasCédulas HipotecariasCédulas HipotecariasCédulas Hipotecarias: Investor Rationale : Investor Rationale : Investor Rationale : Investor Rationale 

� A higher yield as compared to many assets of identical A higher yield as compared to many assets of identical A higher yield as compared to many assets of identical A higher yield as compared to many assets of identical 
ratingratingratingrating

� A low solvency ratio (10% vs. 20% for banks)A low solvency ratio (10% vs. 20% for banks)A low solvency ratio (10% vs. 20% for banks)A low solvency ratio (10% vs. 20% for banks)
� In Germany, Spain, France: benefit of the Art.22 /4 of the In Germany, Spain, France: benefit of the Art.22 /4 of the In Germany, Spain, France: benefit of the Art.22 /4 of the In Germany, Spain, France: benefit of the Art.22 /4 of the 

European Investment Directive: Institutional investors’ European Investment Directive: Institutional investors’ European Investment Directive: Institutional investors’ European Investment Directive: Institutional investors’ 
investment ratio of 25% instead of usual 5% limitinvestment ratio of 25% instead of usual 5% limitinvestment ratio of 25% instead of usual 5% limitinvestment ratio of 25% instead of usual 5% limit

� An eligible collateral to the Central BankAn eligible collateral to the Central BankAn eligible collateral to the Central BankAn eligible collateral to the Central Bank
� An asset class of high liquidityAn asset class of high liquidityAn asset class of high liquidityAn asset class of high liquidity
� A regulated environmentA regulated environmentA regulated environmentA regulated environment
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BBVA BBVA BBVA BBVA OutstandingOutstandingOutstandingOutstanding Jumbo Cédulas Jumbo Cédulas Jumbo Cédulas Jumbo Cédulas 
Hipotecarias Hipotecarias Hipotecarias Hipotecarias issuesissuesissuesissues

The new 2014 issue completes BBVA CH curve The new 2014 issue completes BBVA CH curve The new 2014 issue completes BBVA CH curve The new 2014 issue completes BBVA CH curve 

IssueIssueIssueIssue DateDateDateDate MaturityMaturityMaturityMaturity SizeSizeSizeSize ((((EurEurEurEur)))) CouponCouponCouponCoupon
24-Sep-99 24-Sep-04 1.500.000.000 4,75%
26-Sep-02 26-Sep-07 3.000.000.000 4,25%
10-Jan-99 1-Oct-09 1.000.000.000 5,50%
27-Sep-00 27-Sep-10 1.500.000.000 5,75%
29-Jan-03 29-Jan-13 3.000.000.000 4,25%

TOTALTOTALTOTALTOTAL 13.000.000.00013.000.000.00013.000.000.00013.000.000.000
15-Mar-04 15-Mar-11 3.000.000.000 3,50%


