
LISTING PARTICULARS DATED 11 June 2004 
BBVA CapitalFunding Ltd. 

Issue of € 50,000,000 Subordinated Floating Rate Notes due 2016 
guaranteed by Banco Bilbao Vizcaya Argentaria, S.A. 

Issue Price 100% 

This Listing Particulars does not constitute, and may not be used for the purpose of, an offer of, or 
an invitation by or behalf of anyone to subscribe or purchase any of the Notes. Application has 
been made to list the Notes on the Luxembourg Stock Exchange. The Notes were accepted for 
settlement in Euroclear and Clearstream, Luxembourg by the Issue Date. 

In relation to the listing of the Notes, Deutsche Bank Luxembourg S.A. has been appointed as 
Listing and Paying Agent. As long as the Notes are listed at the Luxembourg Stock Exchange, a 
Paying Agent will be held in Luxembourg. The Lead Manager of the Issue is Credit Suisse First 
Boston (Europe) Limited.. 

The Issuer having made all reasonable inquiries confirms that this document contains all 
information with respect to the Issuer and the Notes that is material in the context of the issue and 
offering of the Notes, the statements contained in it relating to the issuer and the Notes are in 
every material particular true and accurate and not misleading, the opinions and intentions 
expressed in this Listing Particulars with regard to the Issuer and the Notes are honestly held, 
have been reached after considering all relevant circumstances and are based on reasonable 
assumptions, there are no other facts in relation to the Issuer or the Notes the omission of which 
would, in the context of the issue and offering of the Notes, make any statement in this Listing 
Particulars misleading in any material respect and all reasonable enquiry’s have been made by the 
Issuer to ascertain such facts and to verify the accuracy of all such information and statements. 
The Issuer accepts responsibility accordingly. 

Business and Financial information relating to the Issuer and the Guarantor is attached hereto in 
Section I1 and Section I11 

No person has been authorized to give any information or to make any representation in 
connection with the issue and sale of the Notes other than those contained in this Listing 
Particulars. 

The delivery of this Listing Particulars at any time does not imply that any information contained 
herein is correct at any time subsequent to the date hereof. 
The net proceeds of this Issue are € 50,000,000 million and have been used by the Issuer for 
corporate purposes. 

Copies of the articles of association of the Issuer and a legal notice relating to the issue of the 
Notes will be deposited prior to listing with the Registre de commerce et des sociPtes, where they 
may be inspected and copies obtained upon request. 

Signed for an on behalf of BBVA Capital Funding Ltd 

By: 
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Section 1 

Terms and Conditions of the Notes: 

The following terms and conditions constitutes the Listing Particulars relating to the issue of the 
Notes described herein. Terms used herein shall be deemed to be defined as such for the purposes 
of the Conditions set forth below. 

1. 

2. 

3. 

4. 

5 .  

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

(i) Issuer: 

(ii) Guarantor: 

(i) Series Number: 

(ii) Tranche Number: 

Specified Currency or Currencies: 

Aggregate Nominal Amount: 

- Tranche: 

- Series: 

Issue Price of Tranche: 

Specified Denominations: 

(9 Issue Date: 

(ii) Interest Commencement Date 
(if different from Issue Date): 

Maturity Date: 

Interest Basis: 

RedemptionPayment Basis: 

Change of Interest Basis or Redemption/ 
Payment Basis: 

PuVCall options: 

(i) Status of the Notes: 

BBVA Capital Funding Ltd. 

Banco Bilbao Vizcaya Argentaria, S.A. 

226 

1 

Euro ("€") 

€ 50,000,000 

€ 50,000,000 

100 per cent. 

€ 100,000 

15 October, 2001 

Not Applicable 

15 October, 2016, subject to adjustment in 
accordance with the Modified Following 
Business Day Convention 

Floating Rate 

Redemption at par ( I  00 per cent.) 

Not Applicable 

Not Applicable 

Subordinated 
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(ii) Status of the Guarantee: Subordinated 

14. Listing: Luxembourg Stock Exchange 

15. Method of distribution: Syndicated 

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE 

16. Fixed Rate Note Provisions Not Applicable 

17. Floating Rate Note Provisions Applicable 

Specified Period( s)/Specified 15 January, 15 April, 15 July and 15 
Interest Payment Dates: October in each year, commencing on 15 

January 2002 up to and including the 
Maturity Date, subject to adjustment in 
accordance with the Modified Following 
Business Day Convention. 

In relation to this Listing Particulars the 
next Interest Payment Date will be 15 
July 2004 being the applicable interest 
rate 2,638% 

Business Day Convention: Modified Following Business Day 
Convention 

Additional Business Centre(s): Not applicable 

Manner in which the Rate of Screen Rate Determination 
Interest and Interest Amount is to 
be determined: 

Party responsible for calculating 
the Rate of Interest and Interest 
Amount (if not the Agent): Not Applicable 

Screen Rate Determination: 

Reference Rate: 3-month EURIBOR 

Interest Determination Date(s): Second day on which the TARGET 
System is open prior to the first day of 
each Interest Period 

- Relevant Screen Page: Telerate page 248, or such replacement 
page on that service or any replacement 
service which displays such information 

(vii) ISDA Determination: Not Applicable 
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Margin( s): 

Minimum Rate of Interest: 

Maximum Rate of Interest: 

Day Count Fraction: 

Fall back provisions, rounding 
provisions and any other terms 
relating to the method of 
calculating interest on Floating 
Rate Notes, if different from those 
set out in the Conditions: 

18. Zero Coupon Note Provisions 

19. Index Linked Interest Note Provisions 

20. Dual Currency Note Provisions 

PROVISIONS RELATING TO FW,DEMPTION 

21. Issuer Call 

22. Investor Put 

23. Final Redemption Amount: 

24. Early Redemption Amount(s) payable on 
redemption for taxation reasons or on event 
of default andor  the method of calculating 
the same (if required or if different from 
that set out in Condition 5(e)): 

GENERAL PROVISIONS APPLICABLE TO 
THE NOTES 

25. Form of Notes: 

26. Additional Financial Centre@) or other 
special provisions relating to Payment 
Dates: 

27. Talons for future Coupons or Receipts to 
be attached to Definitive Notes (and dates 
on which such Talons mature): 

5 

Plus 0.60 per cent. per annum 

Not Applicable 

Not Applicable 

ActuaV360 

Not Applicable 

Not Applicable 

Not Applicable 

Not Applicable 

Not Applicable 

Not Applicable 

Par (1 00 per cent.) 

Condition 5(e) applies 

Temporary Global Note exchangeable for 
a Permanent Global Note which is 
exchangeable for definitive Bearer Notes 
only upon an Exchange Event. 

Not Applicable 

No 



28. Details relating to Partly Paid Notes: 
amount of each payment comprising the 
Issue Price and date on which each 
payment is to be made and consequences 
of failure to pay, including any right of the 
Issuer to forfeit the Notes and interest due 
on late payment: Not Applicable 

29. Details relating to Instalment Notes: 
amount of each instalment, date on which 
each payment is to be made: Not Applicable 

3 0. Redenomination applicable : Redenomination not applicable 

3 1. Other terms or special conditions: Notwithstanding Condition 16, no 
substitution of the Issuer can be effected 
without the prior consent of the Bank of 
Spain. 

DISTRIBUTION 

32. (i) If syndicated, names of Managers: Credit Suisse First Boston (Europe) 
Limited 
Banco Bilbao Vizcaya Argentaria, S.A. 

(ii) Stabilising Manager (if any): Credit Suisse First Boston (Europe) 
Limited 

33. If non-syndicated, name of relevant Dealer: Not Applicable 

34. Whether TEFRA D or TEFRA C rules 
applicable or TEFRA rules not applicable: TEFRA D 

35. Additional selling restrictions: Not Applicable 

OPERATIONAL INFORMATION 

36. Any clearing system(s) other than 
Euroclear and Clearstream, Luxembourg 
and the relevant identification number(s): Not Applicable 

37. Delivery: Delivety against payment 

38. (i) Additional Paying Agent(s) (if 
my): Not Applicable 

(ii) Registrar: Not Applicable 

39. Paris Listed Notes: Not Applicable 
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ISIN: XSO 1373 17995 

Common Code: 1373 1799 

RESPONSIBILITY 

The Issuer and the Guarantor accept responsibility for the information contained in this Listing 
Particulars. 

Signed on behalf of the Issuer: Signed on behalf of the Guarantor: 

By . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . By . ..... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . 

Duly authorised Duly authorised 
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Terms and Conditions of the Notes 
The following are the Terms and Conditions of the Notes (sometimes referred to herein as 
“Terms and Conditions’) which will be incorporated by reference into each global Note, each 
definitive Bearer Note and each Registered Note, but in the case of definitive Bearer Notes and 
Registered Notes only if permitted by the relevant stock exchange (if any) and agreed by the 
relevant Issuer and the relevant Purchaser(s) at the time of issue but, if not so permitted and 
agreed, such definitive Bearer Note or Registered Note will have endorsed thereon or attached 
thereto such Terms and Conditions. The applicable Listing Particulars in relation to any Tranche 
of Notes may speciv other terms and conditions which shall, to the extent so specified or to the 
extent inconsistent with the following Terms and Conditions, replace or modify the following 
Terms and Conditions for the purpose of such Notes. The applicable Listing Particulars (or the 
relevant provisions thereof) will be endorsed upon, or attached to, each temporary global Note, 
permanent global Note, definitive Bearer Note and Registered Note. 

This Note is one of a Series of Euro Medium Term Notes issued by the Issuer (the “Issuer”) named in the 
applicable Listing Particulars (as defined below) pursuant to an amended and restated Agency Agreement 
(the “Agency Agreement”) dated 26 April 2001 made between BBVA Global Finance Ltd., BBVA 
Capital Funding Ltd., Banco Bilbao Vizcaya Argentaria, S.A. (the “Guarantor”) and Deutsche Bank AG 
London, as issuing and principal paying agent (the “Agent”, which expression shall include any successor 
agent) and the registrar and other paying agents named therein (together with the Agent, the “Paying 
Agents”, which expression shall include any additional or successor paying agents). 

If this is a Registered Note, in relation to this Note “Registrar” means Deutsche Bank Luxembourg S.A., 
or such other entity specified as registrar in the applicable Listing Particulars. References herein to the 
“Notes” shall be references to the Notes of this Series and shall mean: 

(i) in relation to any Bearer Notes (as defined below) represented by a global Note, units of the lowest 
Specified Denomination in the Specified Currency; 

(ii) definitive Bearer Notes issued in exchange for a global Note; 

(iii) any global Note; and 

(iv) any Registered Note (as defined below). 

As used herein, “Tranche” means Notes which are identical in all respects (including as to listing) and 
“Series” means a Tranche of Notes together with any further Tranche or Tranches of Notes which are 
(i) expressed to be consolidated and forming a single series and (ii) identical in all respects (including as to 
listing) except for their respective Issue Dates, Interest Commencement Dates andor Issue Price. 

Interest bearing definitive Bearer Notes (unless otherwise indicated in the applicable Listing Particulars) 
have interest coupons (“Coupons”) and, if indicated in the applicable Listing Particulars, talons for further 
Coupons (“Talons”) attached on issue. Any reference herein to Coupons or coupons shall, unless the 
context otherwise requires, be deemed to include a reference to Talons or talons. Definitive Bearer Notes 
repayable in instalments have receipts (“Receipts”) for the payment of the instalments of principal (other 
than the final instalment) attached on issue. Global Notes and Registered Notes do not have Receipts, 
Coupons or Talons attached on issue. 

The Listing Particulars for this Note (or the relevant provisions thereof) i s  attached hereto or endorsed 
hereon and supplements these Terms and Conditions and may specify other terms and conditions which 
shall, to the extent so specified or to the extent inconsistent with these Terms and Conditions, replace or 
modify these Terms and Conditions for the purposes of this Note. References herein to the “applicable 
Listing Particulars” are to the Listing Particulars (or the relevant provisions thereof) attached hereto or 
endorsed hereon. 



The holders of the Notes (the “Noteholders”, which expression shall, in relation to any Notes represented 
by a global Note, be construed as provided below), the holders of any Receipts (the “Receiptholders”) and 
any holders of any Coupons (the “Couponholders”, which expression shall, unless the context otherwise 
requires, include the holders of any Talons) are deemed to have notice of, and are entitled to the benefit of, 
all the provisions of the Agency Agreement and the applicable Listing Particulars, which are binding on 
them. The Noteholders, any Receiptholders and any Couponholders are entitled to the benefit of the deed of 
covenant (the “Deed of Covenant”) dated 26 April 2001 and made by the Issuer. The holders of Senior 
Notes are entitled to the benefit of the senior deed of guarantee (the “Senior Guarantee”) dated 26 April 
2001 and made by the Guarantor. The holders of Subordinated Notes are entitled to the benefit of the 
subordinated deed of guarantee (the “Subordinated Guarantee”) dated 26 April 2001 and made by the 
Guarantor, The original of the Deed of Covenant is held by a common depositary for Euroclear Bank 
S.A.N.V., as operator of the Euroclear System (“Euroclear”) and Clearstream Banking, soci6t6 anonyme 
(“Clearstream, Luxembourg”) and the originals of the Senior Guarantee and the Subordinated Guarantee 
are held by the Agent at its specified office for the time being and copies thereof may be obtained upon 
request during normal business hours from the specified offices of each of the Agent, the Registrar and the 
other Paying Agents. 

Copies of the Agency Agreement and the applicable Listing Particulars are available for inspection at (and 
copies of the applicable Listing Particulars may be obtained free of charge from) the specified offices of 
each of the Agent, the Registrar, in the case of Registered Notes, and the other Paying Agents, in the case 
of Bearer Notes, save that, if this Note is unlisted, the applicable Listing Particulars will only be available 
for inspection (and a copy may only be obtained) by a Prospective Noteholder holding one or more Notes 
and such 
Prospective Noteholder must produce evidence satisfactory to the relevant Paying Agent as to identity. 
Words and expressions defined in the Agency Agreement or used in the applicable Listing Particulars shall 
have the same meanings where used in these Terms and Conditions unless the context otherwise requires 
orunless otherwise stated. 

I. FORM AND TRANSFER 

The Notes are either in bearer form (“Bearer Notes”) or in registered form (“Registered Notes”), as 
specified in the applicable Listing Particulars, and, in the case of definitive Notes, serially numbered, each 
in the Specified Currency and the Specified Denomination(s). Bearer Notes of one Specified Denomination 
may not be exchanged for Bearer Notes of another Specified Denomination and Bearer Notes may not be 
exchanged for Registered Notes and vice versa. 

This Note is a Fixed Rate Note, a Floating Rate Note, a Zero Coupon Note, an Index Linked Interest Note, 
any other type of Note or a combination of any of the foregoing, depending upon the Interest Basis shown 
in the applicable Listing Particulars. 

This Note is an Index Linked Redemption Note, an Instalment Note, a Dual Currency Note, a Partly Paid 
Note, any other type of Note or a combination of any of the foregoing, depending on the Redemption/ 
Payment Basis shown in the applicable Listing Particulars. 

This Note is a Senior Note or a Subordinated Note as shown in the applicable Listing Particulars. 

Bearer Notes in definitive form are issued with Coupons attached, unless they are Zero Coupon Notes in 
which case references to interest, Coupons and Couponholders in these Terms and Conditions are not 
applicable. 

Subject as set out below, title to the Bearer Notes, Receipts and Coupons will pass by delivery and title to 
the Registered Notes will pass upon the registration of transfers in accordance with the provisions of the 
Agency Agreement. A Registered Note may be transferred in whole or in part (in the Specified 
Denomination or any integral multiple of the Specified Denomination) by the transferor or a person duly 
authorised on behalf of the transferor depositing the Registered Note for registration of the transfer of the 
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Registered Note (or the relevant part of the Registered Note) at the specified office of the Registrar, with 
the form of transfer endorsed thereon duly completed and signed by or on behalf of the transferor and upon 
the Registrar after due careful enquiry being satisfied with the documents of title and the identity of the 
person making the request and subject to the regulations set out in Schedule 6 to the Agency Agreement, 
the Registrar should enter the name of the transferee in the Register for the Notes as the holder of the Note 
or part thereof specified in the form of transfer. Subject as provided above, the Registrar will, within five 
London Business Days of the request (or such longer period as may be required to comply with any 
applicable fiscal or other laws or regulations), deliver at its specified office to the transferee or (at the risk 
of the transferee) send by regular uninsured mail to such address as the transferee may request a new 
Registered Note of a like aggregate nominal amount to the Registered Note (or the relevant part of the 
Registered Note) transferred. In the case of a transfer of part only of a Registered Note, a new Registered 
Note in respect of the balance of the Registered Note not transferred will be so delivered or (at the risk of 
the transferor) sent to the transferor. For the purposes of this paragraph, the expression “London Business 
Day” means a day (other than a Saturday or a Sunday) on which banks and foreign exchange markets are 
open for business in London. 

In the event of a partial redemption of Notes under Condition 5(c), the Issuer shall not be required: 

(a) to register the transfer of Registered Notes (or parts of Registered Notes) during the period beginning on 
the sixty-fifth day before the date of the partial redemption and ending on the day on which notice is 
given specifying the serial numbers of Notes called (in whole or in part) for redemption (both inclusive); 
or 

(b) to register the transfer of any Registered Note, or part of a Registered Note, called for redemption. 

Noteholders will not be required to bear the costs and expenses of effecting any registration of transfer as 
provided above, except for any costs or expenses of delivery other than by regular uninsured mail and 
except that the Issuer may require the payment of a sum sufficient to cover any stamp duty, tax or other 
governmental charge that may be imposed in relation to the registration or exchange in the Cayman Islands 
or Spain or the United Kingdom or in any other jurisdiction where the Registrar’s specified office is 
located. 

Subject as set out below, the Issuer, the Guarantor, any Paying Agent may deem and treat the bearer of any 
Bearer Note, Receipt or Coupon and the registered holder of any Registered Note as the absolute owner 
thereof (whether or not overdue and notwithstanding any notice of ownership or writing thereon or notice 
of any previous loss or theft thereof) for all purposes but, in the case of any global Note, without prejudice 
to the provisions set out in the next succeeding paragraph. 

For so long as any of the Bearer Notes is represented by a global Note held on behalf of Euroclear andor 
Clearstream, Luxembourg, each person (other than Euroclear or Clearstream, Luxembourg) who is for the 
time being shown in the records of Euroclear andor of Clearstream, Luxembourg as the holder of a 
particular nominal amount of Bearer Notes (in which regard any certificate andor other document issued 
by Euroclear and/or Clearstream, Luxembourg as to the nominal amount of Bearer Notes standing to the 
account of any person shall be conclusive and binding for all purposes save in the case of manifest error) 
shall be treated by the Issuer, the Guarantor and any Paying Agent as the holder of such nominal amount of 
Bearer Notes for all purposes other than with respect to the payment of principal or interest on the Bearer 
Notes, for which purpose the bearer of the relevant global Note shall be treated by the Issuer, the Guarantor 
and any Paying Agent as the holder of such Bearer Notes in accordance with and subject to the terms of the 
relevant global Note (and the expressions “Noteholder” and “holder of Notes” and related expressions 
shall be construed accordingly). Notes which are represented by a global Note will be transferable only in 
accordance with the rules and procedures for the time being of Euroclear or of Clearstream, Luxembourg, 
as the case may be. 

Any reference herein to Euroclear andor Clearstream, Luxembourg shall, whenever the context so permits, 
be deemed to include a reference to any additional or alternative clearance system approved by the Issuer, 
the Guarantor and the Agent. 
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2. STATUS OF THE NOTES, OF THE SENIOR GUARANTEE AND OF THE SUBORDINATED 
GUARANTEE 

(4 
(i) Status of the Senior Notes 
This Condition 2(a)(i) applies only to Senior Notes and references to “Notes” shall be construed 
accordingly. The Notes and any relative Coupons and Receipts will be direct, unconditional and (subject to 
the provisions of Condition 3(a)) unsecured obligations of the Issuer and (subject as aforesaid) rank and 
will rank pari passu, without any preference among themselves, with all other outstanding unsecured and 
unsubordinated obligations of the Issuer, present and future, but, in the event of insolvency, only to the 
extent permitted by applicable laws relating to creditors’ rights. 

(ii) Status of the Subordinated Notes 
This Condition 2(a)(ii) applies only to Subordinated Notes and references to “Notes” shall be construed 
accordingly. 

The Notes and any relative Coupons and Receipts will be direct and (subject to the provisions of Condition 
3@)) unsecured obligations of the Issuer and subordinated to all unsecured and unsubordinated obligations 
of the Issuer. Accordingly, in the event of the bankruptcy, dissolution or winding up of the Issuer, the rights 
of the holders of the Notes to receive payment from any assets of the Issuer shall rank in right of payment 
after the unsecured and unsubordinated creditors of the Issuer but at least pari passu with all other, if any, 
subordinated creditors of the Issuer (other than those expressed to rank behind the rights of the holders of 
the Notes), and in priority to the holders of subordinated obligations which are expressed to rank behind the 
rights of the holders of the Notes, and the rights and claims of shareholders and creditors of the Issuer 
which are characterised as holders of equity. 

(b) 
(i) Status of the Senior Guarantee 

This Condition 2(b)(i) applies only to Senior Notes and references to “Notes” shall be construed 
accordingly. 

The payment of principal and interest in respect of the Notes and any relative Coupons and Receipts and all 
amounts due under the Deed o f  Covenant in respect of the Notes and any relative Coupons and Receipts 
has been unconditionally (save as provided below) and irrevocably guaranteed by the Guarantor pursuant to 
the Senior Guarantee. 

The obligations of the Guarantor under the Senior Guarantee constitute direct, unconditional and (subject to 
the provisions of Condition 3(a)) unsecured obligations of the Guarantor and (subject as aforesaid) rank and 
will rank, subject to any obligations notarised or recorded in a Public Deed (as defined below) which will 
be preferred by law or other applicable statutory exceptions, pan’ passu with all other unsecured and 
unsubordinated indebtedness and monetary obligations of the Guarantor, present or future, including those 
in respect of deposits. 

“Public Deed” means a document which has been notarised as an escritUra pljblica or recorded before a 
Corredor Colegiado de Comercio and thus the rights evidenced thereby obtain the status described in 
paragraph 4 of Article 913 of the Spanish Commercial de (C6odigo de Comercio) or a document that by 
similar processes has substantially the same status under Spanish law as a document so notarised or 
recorded. 

(ii) Status of the Subordinated Guarantee 

This Condition 2(b)(ii) applies only to Subordinated Notes and references to “Notes” shall apply 
accordingly. 
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The payment of principal and interest in respect of the Notes and any relative Coupons and Receipts and all 
amounts due under the Deed of Covenant in respect of the Notes and any relative Coupons and Receipts 
has been unconditionally and irrevocably guaranteed by the Guarantor pursuant to the Subordinated 
Guarantee. 

The payment obligations of the Guarantor under the Subordinated Guarantee constitute direct, unsecured 
and subordinated obligations of the Guarantor. Accordingly, subject to Condition 3(b) below, in the event 
of proceedings relating to the bankruptcy, dissolution or winding up of the Guarantor or any other 
proceeding that requires the application of the priorities provided by the Spanish Commercial Code 
(Cdodigo de Comercio), the Spanish Civil Code (Cddigo Civil) and/or any other applicable Spanish laws 
(collectively, Procedimientos Concursales), and assuming compliance by the Guarantor with the 
undertaking contained in Condition 3@) below, the rights and claims of the holders of the Notes under the 
Subordinated Guarantee shall rank in right of payment, in accordance with Law 13/198S and Law 1 3 4  992, 
Royal Decree 1343/1992 (as amended) and Banco de Espaiia Circular 511993 (as amended): 

(a) after the rights and claims of all the unsecured and unsubordinated creditors (Acreedores Comunes) 
of the Guarantor; 

@) to the extent permitted by Spanish law, at least pari passu with the rights and claims of the holders of 
all other present and future Subordinated Indebtedness (as defined below) of the Guarantor (if any); and 

(c) in priority to the rights and claims of shareholders and creditors of the Guarantor who are characterised 
as holders of equity (otros acreedores a titulo asimilado a la aportaci6n de capital) with respect to 
their claims as such holders. 

“Subordinated Indebtedness” means all indebtedness, contingent or otherwise, of the Guarantor which by 
its terms or their terms is or are, or is or are expressed to be, subordinated upon bankruptcy, dissolution or 
winding up in right of payment to, or the repayment or payment in respect of which is expressed to be 
conditional in any of such circumstances upon the complete payment o f  the claims of all unsubordinated 
creditors of the Guarantor. 

3. NEGATIVE PLEDGES 

(a) This Condition 3(a) shall apply only to Senior Notes and references to “Notes” shall be construed 
accordingly. 

So long as any of the Noes remains outstanding (as defined in the Agency Agreement): 

(1 )  the Issuer will not create or have outstanding any mortgage, charge, lien, pledge or other security 
interest (each a “Security Interest”) upon, or with respect to, any of its present or future business, 
undertaking, assets or revenues (including any uncalled capital) to secure any Indebtedness for 
Borrowed Money (as defined below) or any guarantee of any Indebtedness for Borrowed Money, 
unless the Issuer shall, in the case of the creation of a Security Interest, before or at the same time, 
and in any other case, promptly, take any and all action necessary to ensure that: 
(A) all amounts payable by it under the Notes and any relative Coupons and Receipts and under 
the Deed of Covenant in respect of the Notes and any relative Coupons and Receipts are secured equally 
and rateably with the Indebtedness for Borrowed Money or guarantee, as 
the case may be, by such Security Interest; or 

(B) such other Security Interest or other arrangement (whether or not it includes the giving of a 
Security Interest) is provided as shall be approved by an Extraordinary Resolution of the 
Noteholders; and 

(2) the Guarantor will not, so long as any of the Notes remains outstanding, grant any preference or 
priority (whether by means of a notarisation or recording an obligation in a Public Deed) (other 
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than by operation of law) to, or create or have outstanding any mortgage, lien, pledge or other 
charge upon the whole or any part of its assets or revenues, present or future, (each a “security”) 
to secure any Extemal Indebtedness (as defined below) or any guarantee of any External 
Indebtedness unless: 

(A) the same preference, priority or security shall forthwith be extended equally and rateably to 
the Senior Guarantee; or 

(B) such other security as shall be approved by an Extraordinary Resolution of the Noteholders 
shall previously have been or shall forthwith be extended equally and rateably to the Notes 
and any relative Coupons and Receipts and to the Deed of Covenant in respect of the Notes 
and any relative Coupons and Receipts, provided always that the foregoing provisions shall not apply to 
any preference or priority granted, or security created or arising, (a) in the course of carrying on a banking 
business (as defined below), (b) in respect of the Guarantor’s obligations under issues under the provisions 
of and in accordance with Spanish Law 2/1981 and applicable related legislation or (c) in respect of 
the Guarantor’s obligations to Banco de &sparia (or its successor for the time being carrying on 
the functions of the central bank in Spain). 

(b) This Condition 3@) shall apply only to Subordinated Notes and references to “Notes” shall be 
construed accordingly. 

The Subordinated Guarantee provides that all rights of priority which would otherwise be provided to 
the holder of this Note, any relative Receipt or Coupon under Spanish law by virtue of the Subordinated 
Guarantee relating to this Note being raised to the status of a Public Deed are expressly and unconditionally 
waived by such holder by his acceptance of this Note, Receipt andor Coupon and the 
Subordinated Guarantee (the acceptance of the Subordinated Guarantee being given by thc acceptance 
of this Note and any such Receipt andor Coupon). The Guarantor has undertaken to obtain from the 
holders of any Subordinated Indebtedness incurred on or after 26 April 2001 a legally effective waiver 
of rights of priority substantially similar in content and effect to that described in the previous sentence. 

The Guarantor has undertaken in the Subordinated Guarantee not to raise any document evidencing 
Subordinated Indebtedness incurred on or after 26 April 2001 to a level at which it would, under 
Spanish law, have the benefits of a Public Deed unless, (a) such Subordinated Indebtedness is, at the time 
it is incurred, required under Spanish law to be so raised or @) at the expense of the Guarantor, the 
obligations of the Guarantor under the Subordinated Guarantee are raised to a level at which it would, 
under Spanish law, have the benefits of a Public Deed. 

The Guarantee is only given on the basis that the rights of priority of the Noteholders with respect to 
any other Subordinated Indebtedness not expressed to be junior to the Guarantee arc deemed to be 
waived. Accordingly, the Guarantee contains a statement to such effect. 

The Spanish Commercial Code does not include any reference to the notarisation or recording of 
subordinated indebtedness. Article 913.4 of the Spanish Commercial Code provides that, solely 
in the event of bankruptcy, the rights and claims of the holders of indebtedness which has been 
notarised or recorded in a Public Deed will generally rank prior to those of holders of 
indebtedness that has not been so notarised or recorded. However, Spanish counsel to the 
Guarantor has advised the Guarantor that, in their opinion, although to the best of their 
knowledge there are no judicial precedents directly on the point, under current Spanish law 
Subordinated Indebtedness containing a statement of waiver of the holder’s rights of priority 
with respect to other Subordinated Indebtedness not expressed to be junior to such Subordinated 
Indebtedness will rank equally with such other Subordinated Indebtedness (such as the 
Subordinated Guarantee) containing a similar waiver (irrespective of the date of issue of any such 
Subordinated Indebtedness or whether it has been notarised or recorded in a Public Deed). 
At the date of this Offering, the Guarantor does not have outstanding any Subordinated 
lndebtedness raised to the status of a Public Deed that does not contain such a statement of 
waiver. 
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(c) As used herein: 

“External Indebtedness” means any present or future Indebtedness for Borrowed Money in the form of, 
or represented by, bonds, notes, debentures, loan capital, certificates of deposit, loan stock or other like 
instruments or in relation to which or in respect of which any one or more notes or other like instruments 
are issued (whether or not initially distributed by means of a private placing) and in any such case (x) 
which is or are intended to be, or is or are capable of being, quoted, listed or ordinarily dealt in on any stock 
exchange, over the counter or other established securities market (for which purpose any such indebtedness 
shall be deemed not to be capable of being so quoted, listed or ordinarily dealt in if the terms of issue 
thereof expressly so provide), and (y): 

(i) is not governed by Spanish law; and 

(ii) is not registered at the Spanish CNMV or listed on any Spanish securities exchange; and 

(iii) more than 50 per cent. of which is initially placed with investors resident outside Spain 
but shall not include any Indebtedness for Borrowed Money arising in the course of carrying on a 
banking business; 

“Indebtedness for Borrowed Money” means any moneys borrowed, liabilities in respect of any 
acceptance credit, note or bill discounting facility, liabilities under any bonds, notes, debentures, loan 
stock, securities or other indebtedness by way of loan capital and which, for the purposes of 
Condition 2(c)(i)(2) only, have a stated maturity of or which by their terms are capable of being 
extended for a period of more than one year; 

“banking business” means in relation to any company (A) banking business as ordinarily carried on or 
permitted to be carried on at the relevant time by banking institutions in the country in which such 
company is incorporated or carries on business; or (B) the seeking or obtaining from members of the 
public of moneys by way of deposit; or (C) any other part of the business of such company which an 
expert (which expression shall for this purpose include any officer of the Guarantor) nominated in good 
faith for such purpose by the Guarantor or such company shall certify to be part of, or permitted to be 
part of, such company’s banking business. 

For the purposes of these Terms and Conditions any reference to an obligation being guaranteed shall 
include a reference to an indemnity being given in respect of the obligation. 

4. INTEREST 

(a) Interest on Fixed Rate Notes 
Each Fixed Rate Note bears interest on its nominal amount (or, if it i s  a Partly Paid Note, the amount paid 
up) from (and including) the Interest Commencement Date at the rate(s) per annum equal to the Rate(s) of 
Interest so specified payable in arrear on the Interest Payment Date(s) in each year so specified and on the 
Maturity Date so specified if that does not fall on an Interest Payment Date. 

Except as provided in the applicable Listing Particulars, the amount of interest payable on each Interest 
Payment Date will amount to the Fixed Coupon Amount. Payments of interest on any Interest Payment 
Date will, if so specified in the applicable Listing Particulars, amount to the Broken Amount so specified. 
If interest is required to be calculated for a period ending other than on an Interest Payment Date, such 
interest shall be calculated by applying the Rate of Interest to each Specified Denomination, multiplying 
such sum by the applicable Day Count Fraction, and rounding the resultant figure to the nearest sub-unit of 
the relevant Specified Currency, half of any such sub-unit being rounded upwards or otherwise in 
accordance with applicable market convention. 

“Day Count Fraction” means, in respect of the calculation of an amount of interest in accordance with this 
Condition 4(a): 
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(i) if “ActuaVActual (ISMA)” is specified in the applicable Listing Particulars: 

(a) in the case of Notes where the number of days in the relevant period from (and including) the most 
recent Interest Payment Date (or, if none, the Interest Commencement Date) to (but excluding) the relevant 
payment date (the “Accrual Period”) is equal to or shorter than the Determination Period during which the 
Accrual Period ends, the number of days in such Accrual Period divided by the product of ( I )  the number 
of days in such Determination Period and (2) the number o f  Determination Dates that would occur in one 
calendar year assuming interest was to be payable in respect of the whole of that year; or 

(b) in the case of Notes where the Accrual Period is longer than the Determination Period commencing on 
the last Interest Payment Date on which interest was paid (or, if none, the Interest Commencement Date), 
the sum of: (1) the number of days in such Accrual Period falling in the Determination Period in which the 
Accrual Period begins divided by the product of (x) the number of days in such Determination Period and 
(y) the number of Determination Dates that would occur in one calendar year assuming interest was to be 
payable in respect of the whole of that year; and (2) the number of days in such Accrual Period falling in 
the next Determination Period divided by the product of (x) the numbcr of days in such Determination 
Period and (y) the number of Determination Dates that would occur in one calendar year assuming interest 
was to be payable in respect of the whole of that year; 

(ii) if “Actual/Actual (ISDA)” is specified in the applicable Listing Particulars, the actual number of days 
in the relevant period from and including the most recent Interest Payment Date (or, if none, the Intercst 
Commencement Date) to but excluding the relevant payment date divided by 365 (or, if any portion of 
that period falls in a leap year, the sum of (A) the actual number of days in that portion of the period 
falling in a leap year divided by 366 and (B) the actual number of days in that portion of the period 
falling in a non-leap year divided by 365); 

(iii) if “30/360” is specified in the applicable Listing Particulars, the number of days in the period from 
and including the most recent lnterest Payment Date (or, if none, the Interest Commencement Datc) to but 
excluding the relevant payment date (such number of days being calculated on the basis of I2 30-day 
months) divided by 360; and 

(iv) if “30/360 (ISDA)” is specified in the applicable Listing Particulars, the number of days in the 
relevant period from and including the most recent Interest Payment Date (or, if none, the Interest 
Commencement Date) to but excluding the relevant payment date divided by 360 (the number o f  days to be 
calculated on the basis of a year of 360 days with 12 30-day months (unless (a) the last day of the interest 
period is the 3 I st day of a month by the first day of the interest period is a day other than the 30th or 3 1 st 
day of a month, in which case the month that includes that last day shall not be considered to be shortened 
to a 30-day month, or (b) the last day of the interest period is the last day of the month of February, in 
which case the month of February shall not be considered to be lengthened to a 30-day 
month)); and 

In these Terms and Conditions: 

“Determination Period” means the period from (and including) a Determination Date to but excluding the 
next Determination Date. 

“sub-unit” means, with respect to any currency other than euro, the lowest amount of such currency that is 
available as legal tender in the country of such currency and, with respect to euro, means one cent. 

(b) Interest on Floating Rate Notes and Index Linked Interest Notes 

(i) lnterest Payment Dates 
Each Floating Rate Note and Index Linked Interest Note bears interest on its nominal amount (or, if it is a 
Partly Paid Note, the amount paid up) from (and including) the Interest Commencement Date specified in 
the applicable Listing Particulars and such interest will be payable in arrear on either: 
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(A) the Specified Interest Payment Date(s) (each an “Interest Payment Date”) in each year specified in the 
applicable Listing Particulars; or 

(B) if no Specified Interest Payment Date(s) idare specified in the applicable Listing Particulars, each date 
(each an “Interest Payment Date”) which falls the number o f  months or other period specified as the 
Specified Period in the applicable Listing Particulars after the preceding Interest Payment Date or, in 
the case of the first Interest Payment Date, after the Interest Commencement Date. 
ch interest will be payable in respect of each Interest Period (which expression shall, in these Terms and 
Conditions, mean the period from (and including) an Interest Payment Date (or the Interest Commencement 
Date) to (but excluding) the next (or first) Interest Payment Date). 

If a Business Day Convention is specified in the applicable Listing Particulars and (x) if there is no 
numerically corresponding day on the calendar month in which an Interest Payment Date should occur or 
(y) if any Interest Payment Date would otherwise fall on a day which is not a Business Day, then, if the 
Business Day Convention specified is: 

(1) in any case where Specified Periods are specified in accordance with Condition 4@)(I)(B) above, the 
Floating Rate Convention, such Interest Payment Date (i) in the case of (x) above, shall be the last day 
that is a Business Day in the relevant month and the provisions of (B) below shall apply mutatis mutandis 
or (ii) in the case of (y) above, shall be postponed to the next day which is a Business Day unless it would 
thereby fall into the next calendar month, in which event (A) such Interest Payment Date shall be brought 
forward to the immediately preceding Business Day and (B) each subsequent Interest Payment Date shall 
be the last Business Day in the month which falls the Specified Period after the preceding applicable 
Interest Payment Date occurred; or 

(2) the Following Business Day Convention, such Interest Payment Date shall be postponed to the next day 
which is a Business Day; or 

(3) the Modified Following Business Day Convention, such Interest Payment Date shall be postponed to 
the next day which is a Business Day unless it would thereby fall into the next calendar month, in which 
event such Interest Payment Date shall be brought forward to the immediately preceding Business Day; 
or 

(4) the Preceding Business Day Convention, such Interest Payment Date shall be brought forward to the 
immediately preceding Business Day. 
In this Condition, “Business Day” means a day which is both: 

(A) a day on which commercial banks and foreign exchange markets settle payments and are open for 
general business (including dealing in foreign exchange and foreign currency deposits) in any Additional 
Business Centre specified in the applicable Listing Particulars; and 

(B) either (1) in relation to any sum payable in a Specified Currency other than euro, a day on which 
commercial banks and foreign exchange markets settle payments and are open for general business 
(including dealing in foreign exchange and foreign currency deposits) in the principal financial centre of 
the country of the relevant Specified Currency (if other than any Additional Business Centre and which 
if the Specified Currency is Australian dollars or New Zealand dollars shall be Sydney and Melbourne 
or Auckland and Wellington, respectively) or (2) in relation to interest payable in euro, a day on which 
the TARGET System is open. 

In these Terms and Conditions, “TARGET System” means the Trans-European Automated Real-Time 
Gross Settlement Express (TARGET) System. 

(io Rate of Interest 
The Rate of Interest payable from time to time in respect of Floating Rate Notes and Index Linked Interest 
Notes will be determined in the manner specified in the applicable Listing Particulars. 
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(A) ISDA detemination for Floating Rate Notes 
Where ISDA Determination is specified in the applicable Listing Particulars as the manner in which the 
Rate of Interest is to be determined, the Rate of Interest for each Interest Period will be the relevant ISDA 
Rate plus or minus (as indicated in the applicable Listing Particulars) the Margin (if any). For purposes of 
this subparagraph (A), “ISDA Rate” for an Interest Period means a rate equal to the Floating Rate that 
would be determined by the Agent or other person specificd in the applicable Listing Particulars under an 
interest rate swap transaction if the Agent or the Registrar, as the case may be, or that other person were 
acting as Calculation Agent for that swap transaction under the terms of an agreement incorporating the 
2000 ISDA. Definitions, as amended and updated as at the Issue Date of the first Tranche of the Notes, 
published by the International Swaps and Derivatives Association, Inc. (the “ISDA Definitions”) and 
under which: 

(A) the Floating Rate Option is as specified in the applicable Listing Particulars; 

(B) the Designated Maturity is such period as is specified in the applicable Listing Particulars; and 

(C) the relevant Reset Date is either (i) if the applicable Floating Rate Option is based on the London 
interbank offered rate (“LIBOR”) or on the Euro-zone inter-bank offered rate (“EURIBOR”) for a 
currency, the first day of that lnterest Period or (ii) in any other case, as specificd in the applicable Pricing 
Supplement, For the purposes of this sub-paragraph (A), (i) “Floating Rate”, “Calculation Agent”, 
“Floating Rate Option”, “Designated Maturity” and “Reset Date” have the meanings given to those 
terms in the ISDA 
Definitions. 

(B) Screen Rate determination for Floating Rate Notes 
Where Screen Rate Determination is specified in the applicable Listing Particulars as the manner in which 
the Rate of Interest is to be determined, the Rate of Interest for each Interest Period will, subjcct as 
provided below, be either: 

(1) the offered quotation; or 

(2) the arithmetic mean (rounded if necessary to the fifth decimal place, with 0.000005 being rounded 
upwards) of the offered quotations, 
(expressed as a percentage rate per annum) for the Reference Rate which appears or appear, as the case 
may be, on the Relevant Screen Page as at 11.00 a.m. (London time, in the case of LIBOR, or Brussels 
time, in the case of EURIBOR) on the Interest Determination Date in question plus or minus (as indicated 
in the applicable Listing Particulars) the Margin (if any), all as determined by the Agent, in the case of 
Bearer Notes, or the Registrar, in the case of Registered Notes. If five or more such offered quotations are 
available on the Relevant Screen Page, the highest (or, if there is more than one such highest quotation, one 
only of such quotations) and the lowest (or, if there is more than one such lowest quotation, one only of 
such quotations) shall be disregarded by the Agent or the Registrar, as the case may be, for the purpose of 
determining the arithmetic mean (rounded as provided above) of such offered quotations. 

The Agency Agreement contains provisions for determining the Rate of Interest in the event that the 
Relevant Screen Page is not available or if, in the case of (1) above, no such offered quotation appears or, 
in the case of (2) above, fewer than three such offered quotations appear, in each case as at the time 
specified in the preceding paragraph. 

If the Reference Rate from time to time in respect of Floating Rate Notes is specified in the applicable 
Listing Particulars as being other than LIBOR or EURIBOR, the Rate of Interest in respect of such Notes 
will be determined as provided in the applicable Listing Particulars. 

(iii) Minimum Rate of Interest andlor Maximum Rate of Interest 
If the applicable Listing Particulars specifies a Minimum Rate of Interest for any Interest Period, then, in 
the event that the Rate of Interest in respect of such Interest Period determined in accordance with the 
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provisions of paragraph (ii) above is less than such Minimum Rate of Interest, the Rate of Interest for such 
Interest Period shall be such Minimum Rate of Interest. 

If the applicable Listing Particulars specifies a Maximum Rate of Interest for any Interest Period, then, in 
the event that the Rate of Interest in respect of such Interest Period determined in accordance with the 
provisions of paragraph (ii) above is greater than such Maximum Rate of Interest, the Rate of Interest for 
such Interest Period shall be such Maximum Rate of Interest. 

(iv) Determination of Rate of Interest and calculation of Interest Amount 
The Agent or, as applicable, the Registrar, in the case of Floating Rate Notes, and the Calculation Agent, in 
the case of Index Linked lnterest Notes, will, on or as soon as practicable after each time at which the Rate 
of Interest is to be determined, determine the Rate of Interest for the relevant Interest Period. In the case of 
Index Linked Interest Notes, the Calculation Agent will notify the Agent or, as applicable, the Registrar, of 
the Rate of Interest for the relevant Interest Period as soon as practicable after calculating the same. 

The Agent or, as applicable, the Registrar will calculate the amount of interest (the “Interest Amount”) 
payable on the Floating Rate Notes or Index Linked Interest Notes in respect of each Specified 
Denomination for the relevant Interest Period. Each Interest Amount shall be calculated by applying the 
Rate of Interest to the Specified Denomination, multiplying such sum by thc applicable Day Count 
Fraction, and rounding the resultant figure to the nearest sub-unit of the relevant Specified Currency, half 
of any such sub-unit being rounded upwards or otherwise in accordance with applicable market convention. 

“Day Count Fraction” means, in respect of the calculation of an amount of  interest for any Interest Period: 

(i) if “Actua1/365” or “Actual/Actual” is specified in the applicable Listing Particulars, the actual number 
of days in the Interest Period divided by 365 (or, if any portion of that Interest Period falls in a leap year, 
the sum of (A) the actual number of days in that portion of the Interest Period falling in a leap year 
divided by 366 and (B) the actual number of days in that portion of the Interest Period falling in a nonleap 
year divided by 365); 

(ii) If “ActuaV365 (Fixed)” is specified in the applicable Listing Particulars, the actual number of days in 
the Interest Period divided by 365; 

(iii) if “Actua1/365 (sterling)” is specified in the applicable Listing Particulars, the actual number of days 
in the Interest Period divided by 365 or, in the case of an Interest Payment Date falling in a leap year, 366; 

(iv) If “ActuaV360” is specified in the applicable Listing Particulars, the actual number of days in the 
Interest Period divided by 360; 

(v) If “30/360”, “360/360” or “Bond Basis” is specified in the applicable Listing Particulars, the number 
of days in the Interest Period divided by 360 (the number of days to be calculated on the basis of a year of 
360 days with 12 30-day months (unless (a) the last day of the Interest Period is the 3 I st day of a 
month by the first day of the Interest Period is a day other than the 30th or 31st day of a month, in which 
case the month that includes that last day shall not be considered to be shortened to a 30-day month, or (b) 
the last day of the Interest Period is the last day of the month of February, in which case the month of 
February shall not be considered to be lengthened to a 30-day month)); and 

(vi) if “30E/360” or “Eurobond Basis” is specified in the applicable Listing Particulars, the number of 
days in the Interest Period divided by 360 (the number of days to be calculated on the basis o f  a year o f  
360 days with 12 30-day months, without regard to the date of the first day or last day of the Interest 
Period unless, in the case of the Final Interest Period, the Maturity Date is the last day of the month of 
February, in which case the month of  February shall not be considered to be lengthened to a 30-day 
month). 

(v) Notification of Rate of Interest and Interest Amount 
The Agent or, as applicable, the Registrar, will cause the Rate of Interest and each Interest Amount for each 
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Interest Period and the relevant Interest Payment Date to be notified to the Issuer and the Guarantor, any 
stock exchange on which the relevant Floating Rate Notes or Index Linked Interest Notes are for the time 
being listed, and notice thereof to be published in accordance with Condition 14 as soon as possible after 
their determination but in no event later than the fourth London Business Day thereafter. Each Interest 
Amount and Interest Payment Date so notified may subsequently be amended (or appropriate alternative 
arrangements made by way of adjustment). Any such amendment will be promptly notified to each stock 
exchange on which the relevant Floating Rate Notes or Indcx Linked Interest Notes are for the time being 
listed and to the Noteholders in accordance with Condition 14. 

(vi) Certificates to be final 
All certificates, communications, opinions, determinations, calculations, quotations and decisions given, 
expressed, made or obtained for the purposes of the provisions of this Condition 4(b), whether by the Agent 
or the Registrar, or, if applicable, the Calculation Agent shall (in the absence of wilful default, bad faith, 
negligence or manifest error) be binding on the Issuer, the Guarantor, thc other Paying Agents and all 
Noteholders, Receiptholders and Couponholders and (in the absence as aforesaid) no liability to the Issuer, 
the Guarantor, the Noteholders, the Receiptholders or the Couponholders shall attach to the Agent or thc 
Registrar, andor, if applicable, the Calculation Agent in connection with the exercise or non-exercise by it 
of its powers, duties and discretions pursuant to such provisions. 

(c) Interest on Dual Currency Notes 
In the case of Dual Currency Notes, if the rate or amount of interest falls to be determined by reference to 
an exchange rate, the rate or amount of interest payable shall be determined in the manner specified in the 
applicable Listing Particulars. 

(d) Interest on Partly Paid Notes 
In the case of Partly Paid Notes (other than Part Paid Notes which are Zero Coupon Notes), interest will 
accrue as aforesaid on the paid-up nominal amount of such Notes and otherwise as specified in the 
applicable Listing Particulars. 

(e) Accrual of interest 
Each Note (or in the case of the redemption of part only of a Note, that part only of such Note) will cease to 
bear interest (if any) from the due date for its redemption unless, upon due presentation thereof, payment of 
principal is improperly withheld or refused, In such event, interest will continue to accrue until whichever 
i s  the earlier of: 

(1) the date on which all amounts due in respect of such Note have been paid; and 

(2) the date on which the full amount of the moneys payable in respect of such Note has been received by 
the Agent in the case of Bearer Notes or the Registrar in the case of Registered Notes and notice to that 
effect has been given in accordance with Condition 14. 

5. REDEMPTION AND PURCHASE 

(a) Redemption at maturity 
Unless previously redeemed or purchased and cancelled as specified below, each Note will be redeemed by 
the Issuer at its Final Redemption Amount specified in, or determined in the manner specified in, the 
applicable Listing Particulars in the relevant Specified Currency on the Maturity Date. 

(b) Redemption for tax reasons 
All the Notes, but not some only, may, subject in the case of Subordinated Notes which shall only be 
redeemed at any time on or after 5 years from the issue date in respect of such Subordinated Notes (or at 
any time prior to such date if so permitted by the applicable Spanish capital adequacy requirements then in 
force) subject to the prior consent of Banco de €spa na, be redeemed at the option of the Issuer, at any 
time (in the case of Notes other than Floating Rate Notes and Index Linked Interest Notes) or on any 
Interest Payment Date (in the case of Floating Rate Notes and Index Linked Interest Notes), on giving not 
less than 30 nor more than 60 days’ notice in accordance with Condition 14 (which notice shall be 
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irrevocable), at their Early Redemption Amount referred to in Condition 5(e), together (if appropriate) with 
any interest accrued to the date fixed for redemption, if: 

(i) either the Issuer has or will become obliged to pay additional amounts as provided or referred to in 
Condition 9 or the Guarantor would be unable for reasons outside its control to procure payment by the 
Issuer and in making payment itself would be required to pay such additional amounts as a result of any 
change in, or amendment to, the laws or regulations of the Cayman Islands or Spain or any political 
subdivision or any authority thereof or therein having power to tax, or any change in the application or 
official interpretation of such laws or regulations, which change or amendment becomes effective on or 
aRer the Issue Date of the first Tranche of the Notes; and 

(ii) such obligation cannot be avoided by the Issuer or, as the case may be, the Guarantor taking reasonable 
measures available to it. 

provided that no such notice of redemption shall be given earlier than 90 days prior to the earliest date on 
which the Issuer or, as the case may be, the Guarantor would be obliged to pay such additional amounts 
were a payment in respect of the Notes then due. 

Prior to the publication of any notice of redemption pursuant to this Condition 5@),  the Issuer or, as the 
case may be, the Guarantor shall deliver to the Agent in the case of Bearer Notes or the Registrar in the 
case of Registered Notes (x) a certificate signed by two Directors of the Issuer (or if at the time that such 
certificate is to be given the Issuer has only one Director, such certificate may be signed by such Director) 
or, as the case may be, the Guarantor stating that the Issuer is entitled to effect such redemption and setting 
forth a statement of facts showing that the conditions precedent to the right of the Issuer so to redeem have 
occurred, 
(y) an opinion of independent legal advisers of recognised standing to the effect that the Issuer or, as the 
case may be, the Guarantor has or will become obliged to pay such additional amounts as a result of such 
change or amendment and (2) in the case o f  Subordinated Notes, a copy of Banco de €spa na's consent 
to redemption. 

(c) Redemption at the option of the Issuer (Issuer Call) 
If Issuer Call is specified in the applicable Listing Particulars, the Issuer may, subject in the case of 
Subordinated Notes which shall not be redeemed unless in compliance with the applicable capital adequacy 
regulations of Banco de ESP8 - na from time to time in force (and only on or after 5 years from the issue 
date in respect of such Subordinated Notes, or as otherwise specified in the applicable Listing Particulars) 
and then only with the prior consent of the & T I C O  de Espa - na, having given (unless otherwise specificd 
in the applicable Listing Particulars) not more than 60 nor less than 30 days' notice (or such lesser period 
specified in the applicable Listing Particulars) in accordance with Condition 14, to the holders of the Notes 
(which notice shall be irrevocable), redeem all or some only of the Notes then outstanding on the Optional 
Redemption Date(s) and at the Optional Redemption Amount(s) specified in, or determined in the manner 
specified in, the applicable Listing Particulars together, if appropriate, with accrued interest. In the event of 
a redemption of some only of the Notes, such redemption must be of a nominal amount being the Minimum 
Redemption Amount or a Higher Redemption Amount, both as indicated in the applicable Listing 
Particulars. In the case of a partial redemption of definitive Bearer Notes or Registered Notes, the Notes to 
be redeemed will be selected individually by lot (in such place as the Agent, in the case of Bearer Notes, or 
the Registrar, in the case of Registered Notes, may approve and in such manner as the Agent or, as 
applicable, the Registrar, shall deem to be appropriate and fair) not more than 40 days prior to the date 
fixed for redemption and a list of the Notes called for redemption will be given in accordance with 
Condition 14 not less than 30 days prior to such date. In the case of a partial redemption of Bearer Notes 
which are represented by a global Note, the relevant Bearer Notes will be selected in accordance with the 
rules of Euroclear andor Clearstream, Luxembourg. 

(d) Redemption at the option of the Noteholders (Investor Put) 
If Investor Put is specified in the applicable Listing Particulars, upon the holder of this Note giving to the 
Issuer in accordance with Condition 14 not more than 60 or less than 30 days' notice (or such lesser period 
specified in the applicable Listing Particulars) (which notice shall be irrevocable) the Issuer will, upon the 
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expiry of such notice, redeem subject to, and in accordance with, the terms specified in the applicable 
Listing Particulars in whole (but not in part) this Note on the Optional Redemption Date and at the Optional 
Redemption Amount specified in, or determined in the manner specified in, the applicable Listing 
Particulars together if appropriate, with accrued interest. No such redemption option will be specified in the 
applicable Listing Particulars relating to any Subordinated Notes without the prior consent of Banco de 
Espailna or which provides for redemption prior to the fifth anniversary of the Issue Date of the relevant 
Note, except as permitted under Banco de Espai’s requirements for such redemption. 

To exercise the right to require redemption of the Note the holder of the Note must deliver, at the specified 
office of any Paying Agent (other than the Registrar), at any time during normal business hours of such 
Paying Agent falling within the notice period, a duly completed and signed notice of exercise in the form 
(for the time being current) obtainable from any specified office of any Paying Agent (a “Put Notice”) and 
in which the holder must specify a bank account (or, if payment is required to be made by cheque, an 
address) to which payment is to be made under this Condition accompanied by, if this Note is in definitive 
form, this Note or evidence satisfactory to the Paying Agent concerned that this Note will, following 
delivery of the Put Notice, be held to its order or under its control. 

Any Put Notice given by a holder of any Note pursuant to this paragraph shall be irrevocable except whcre 
prior to the due date of redemption an Event of Default shall have occurred and be continuing in which 
event such holder, at its option, may elect by notice to the Issuer to withdraw the notice given pursuant to 
this paragraph and instead to declare such Note forthwith due and payable pursuant to Condition 10. 

(e) Early Redemption Amounts 
For the purposes of Condition 5(b) and Condition 10, each Note will be redeemed at an amount (the “Early 
Redemption Amount”) calculated as follows: 
(i) in the case of Notes with a Final Redemption Amount equal to the Issue Price, at the Final Redemption 
Amount thereof: or 

(ii) in the case of Notes (other than Zero Coupon Notes but including Instalment Notes and Partly Paid 
Notes) with a Final Redemption Amount which is or may be less or greater than the Issue Price or which 
is payable in a Specified Currency other than that in which the Notes are denominated, at the amount 
set out in, or determined in the manner set out in, the applicable Listing Particulars or, if no such 
amount or manner is set out in the Listing Particulars, at their nominal amount; or 

(iii) in the case of Zero Coupon Notes, at an amount (the “Amortised Face Amount”) calculated in 
accordance with the following formula: 

Amortised Face Amount = RP x (1 + AY)x 

where: 

“RP” equals the Reference Price; 

“AY” equals the Accrual Yield; and 

“x” is a fraction the numerator of which is equal to the number of days (calculated on the basis of a 
360-day year consisting of 12 months of 30 days each) from (and including) the Issue Date of the first 
Tranche of the Notes to @ut excluding) the date fixed for redemption or (as the case may be) the date 
upon which such Note becomes due and repayable and the denominator of which is 360, 
or on such other calculation basis as may be specified in the applicable Listing Particulars. 

(f) lnstalments 
Instalment Notes will be redeemed in the Instalment Amounts and on the Instalment Dates. In the case of 
early redemption, the Early Redemption Amount will be determined pursuant to paragraph (e) above. 

(e) Partly Paid Notes 
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Partly Paid Notes will be redeemed, whether at maturity, early redemption or otherwise, in accordance with 
the provisions of this Condition as amended or vaned by the applicable Listing Particulars. 

(h) Purchases 
The Issuer, the Guarantor or any of their respective subsidiaries may at any time purchase Senior Notes in 
the open market or by tender at any price. In the case of a purchase by tender, such tender must be made 
available to all holders of Senior Notes alike. Senior Notes purchased as aforesaid may, at the option of the 
Guarantor, be held, resold or surrendered for cancellation (provided that, in the case of definitive Bearer 
Notes, all unmatured Receipts and Coupons appertaining thereto are surrendered therewith) except that all 
Senior Notes purchased by the Issuer must be surrendered for cancellation. None of the Issuer, the 
Guarantor or any of their respective consolidated subsidiaries may at any time purchase Subordinated 
Notes except in accordance with prevailing Spanish law and Banco de €spa - ria's requirements. 

(i) Cancellation 
All Notes redeemed or purchased and surrendered for cancellation will be cancelled forthwith (together 
with, in the case of definitive Bearer Notes, all unmatured Receipts and Coupons surrendered therewith or 
attached thereto) and may not be reissued or resold. 

(i) Late payment on Zero Coupon Notes 
If the amount payable in respect of any Zero Coupon Note upon redemption of such Zero Coupon Note 
pursuant to Condition 5(a), (b), (c) or (d) or upon its becoming due and repayable as provided in 
Condition IO is improperly withheld or refused, the amount due and repayable in respect of such Zero 
Coupon Note shall be the amount calculated as provided in Condition S(e)(iii) as though the references 
therein to the date fixed for redemption or the date upon which the Zero Coupon Note becomes due and 
repayable were replaced by references to the date which is the earlier of: 

(1) the date on which all amounts due in respect of the Zero Coupon Note have been paid; and 

(2) the date on which the full amount of the moneys payable in respect of the Zero Coupon Note has been 
received by the Agent, in the case of Bearer Notes, or the Registrar, in the case of Registered Notes, and 
notice to that effect has been given in accordance with Condition 14. 

6. PAYMENTS 
(a) Method of payment 
Subject as provided below: 

(i) payments in a Specified Currency other than euro will be made by credit or transfer to an account in the 
relevant Specified Currency (which, in the case of a payment in Yen to a non-resident of Japan, shall be 
a non-resident account) maintained by the payee with, or, at the option of the payee, by a cheque in 
such Specified Currency drawn on, a bank in the principal financial centre of the counhy of such 
Specified Currency (which, if the Specified Currency is Australian dollars or New Zealand dollars, shall 
be Sydney or Auckland, respectively); and 

(ii) payments in euro will be made by credit or transfer to a euro account (or any other account to which 
euro may be credited or transferred) specified by the payee or, at the option of the payee, by a euro 
cheque. 

Payments will be subject in all cases to any fiscal or other laws and regulations applicable thereto in the 
place of payment, but without prejudice to the provisions of Condition 9. 

(b) Presentation of Bearer Notes, Receipts, Coupons and Talons 
Payments of principal in respect of definitive Bearer Notes will (subject as provided below) be made in thc 
manner provided in Condition 6(a) against presentation and surrender (or, in the case of part payment of 
any sum due, endorsement) of definitive Bearer Notes and payments of interest in respect of definitive 
Bearer Notes will (subject as provided below) be made as aforesaid against presentation and surrender (or, 
in the case of part payment of any sum due, endorsement) of Coupons, in each case at the specificd office 
of any Paying Agent outside the United States (which expression, as used herein, means the United States 
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of America (including the States and the District of Columbia, its territories, its possessions and other areas 
subject to its jurisdiction)). 

In the case of Bearer Notes, payments of instalments of principal (if any), other than the final instalment, 
will (subject as provided below) be made against presentation and surrender (or, in the case of part payment 
of any sum due, endorsement) of the relevant Receipt. Payment of the final instalment will be made against 
surrender (or in the case of part payment of any sum due, endorsement) of the relevant definitive Bearer 
Note, Each Receipt must be presented for payment of the relevant instalment together with the definitive 
Bearer Note to which it appertains. Receipts presented without the definitive Bearer Note to which they 
appertain do not constitute valid obligations of the Issuer. Upon the date on which any definitive Bearer 
Note becomes due and repayable, unmatured Receipts (if any) relating thereto (whether or not attachcd) 
shall become void and no payment shall be made in respect thereof. 

Fixed Rate Notes in definitive bearer form (other than Dual Currency Notes, Index Linked Notes and Long 
Maturity Notes (as defined below) should be presented for payment together with all unmatured Coupons 
appertaining thereto (which expression shall for this purpose include Coupons falling to be issued on 
exchange of matured Talons) failing which the amount of any missing unmatured Coupon (or, in the case 
of payment not being made in full, the same proportion of the aggregate amount of such missing unmatured 
Coupon as the sum so paid bears to the sum due) will be deducted from the sum due for payment. Each 
amount of principal so deducted will be paid in the manner mentioned above against surrender of the 
relative missing Coupon at any time before the expiry of ten years after the Relevant Date (as defined in 
Condition 9) in respect of such principal (whether or not such Coupon would otherwise have become void 
under Condition 13) or, if later, five years from the date on which such Coupon would otherwise have 
become due. 

Upon any Fixed Rate Note in definitive bearer form becoming due and repayable prior to its Maturity Date, 
all unmatured Talons (if any) appertaining thereto will become void and no further Coupons will be issued 
in respect thereof 

Upon the date on which any Floating Rate Note, Dual Currency Note, Index Linked Note or Long Maturity 
Note in definitive bearer form becomes due and repayable, unmatured Coupons and Talons (if any) relating 
thereto (whether or not attached) shall become void and no payment or, as the case may be, exchange for 
further Coupons shall be made in respect thereof. A “Long Maturity Note” is a Fixed Kate Note (other 
than a Fixed Rate Note which on issue had a Talon attached) whose nominal amount on issue is less than 
the aggregate interest payable thereon provided that such Note shall cease to be a Long Maturity Note on 
the Interest Payment Date on which the aggregate amount of interest remaining to be paid after that date is 
less than the nominal amount of such Note. 

If the due date for redemption of any definitive Bearer Note is not an Interest Payment Date, interest (if 
any) accrued in respect of such Note from and including the preceding Interest Payment Date or, as the case 
may be, the Interest Commencement Date shall be payable only against surrender of the relevant definitive 
Bearer Note. 

Payments of principal and interest (if any) in respect of Bearer Notes represented by any global Note will 
(subject as provided below) be made in the manner specified above in relation to definitive Bearer Notes 
and otherwise in the manner specified in the relevant global Note against presentation or surrender, as the 
case may be, of such global Note at the specified oftice of any Paying Agent outside the United States. A 
record of each payment made against presentation or surrender of such global Note, distinguishing between 
any payment of principal and any payment of interest, will be made on such global Note by the Paying 
Agent to which the global Note is presented and such record shall be prima facie evidence that thc payment 
in question has been made 

The holder of the relevant global Note shall be the only person entitled to receive payments in respect of 
Bearer Notes represented by such global Note and the Issuer or, as the case may be, the Guarantor will be 
discharged by payment to, or to the order of, the holder of such global Note in respect of each amount so 
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paid. Each of the persons shown in the records of Euroclear or Clearstream, Luxembourg as the holdcr of a 
particular nominal amount of Notes must look solely to Euroclear or Clearstream, Luxembourg, as the case 
may be, for his share of each payment so made by the Issuer or the Guarantor to, or to the order of, the 
holder of the relevant global Note. No person other than the holder of the relevant global Note shall have 
any claim against the Issuer or the Guarantor in respect of any payments due in respect of that global Note. 
Notwithstanding the foregoing, if any amount of principal andor interest in respect of the Notes is payable 
in U.S. dollars, such U.S. dollar payments of principal andor interest in respect of such Notes will be made 
at the specified ofiice of a Paying Agent in the United States if: 

(i) the Issuer and the Guarantor have appointed Paying Agents with specified offices outside the United 
States with the reasonable expectation that such Paying Agents would be able to make payment at such 
specified offices outside the United States of the full amount due on the Notes in the manner provided 
above when due; 

(ii) payment of the full amount due at all such specified offices outside the United States is illegal or 
effectively precluded by exchange controls or other similar restrictions; and 

(iii) such payment is then permitted under United States law without involving, in the opinion of the Issuer 
and the Guarantor, adverse tax consequences to the Issuer or the Guarantor. 

(e) Payments on Registered Notes 
Payments of principal in respect of Registered Notes will be made in the manner provided in paragraph (a) 
above against presentation and surrender (or, in the case of part payment of any sum due, endorsement) of 
such Registered Notes at the specified office of the Registrar or at the specified office of any Paying Agent. 
Payments of interest due on a Registered Note and payments of instalments (if any) of principal on a 
Registered Note, other than the final instalment, will be made to the person in whose name such Registered 
Note is registered at the close of business on the fifteenth day (whether or not such fifteenth day is a 
business day (being for the purpose a day on which banks are open for business in the city where the 
specified office of the Registrar is located)) (the “Record Date”) prior to such due date. In the case of 
payments by cheque, cheques will be mailed to the holder (or the first named of joint holders) at such 
holder’s registered address on the due date. If payment is required by credit or transfer as referred to in 
paragraph (a) above, application for such payment must be made by the holder to the Regiswar not later 
than the relevant Record Date. 

(d) Payment Day 
If the date for payment of any amount in respect of any Note, Receipt or Coupon is not a Payment Day, the 
holder thereof shall not be entitled to payment until the next following Payment Day in the relevant place 
and shall not be entitled to further interest or other payment in respect of such delay. For these purposes, 
“Payment Day” means any day which (subject to Condition 13) is: 

(1) a day on which commercial banks and foreign exchange markets settle payments and are open for 
general business (including dealing in foreign exchange and foreign currency deposits) in: 

(A) the relevant place of presentation; 

(B) any Additional Financial Centrc specified in the applicable Listing Particulars; and 

(ii) either (I)  in relation to any sum payable in a Specified Currency other than euro, a day on which 
commercial banks and foreign exchange markets settle payments and are open for general business 
(including dealing in foreign exchange and foreign currency deposits) in the principal financial centre of 
the country of the relevant Specified Currency (if other than the place of presentation and any 
Additional Financial Centre and which if the Specified Currency is Australian dollars or New Zealand 
dollars shall be Sydney and Melbourne or Auckland and Wellington, respectively) or (2) in relation to 
any sum payable in euro, a day on which the TARGET System is open. 

(e) Interpretation of principal and interest 
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Any reference in these Terms and Conditions to principal in respect of the Notes shall be deemed to 
include, as applicable: 

(i) any additional amounts which may be payable under Condition 9; 

(ii) the Final Redemption Amount of the Notes; 

(iii) the Early Redemption Amount of the Notes; 

(iv) the Optional Redemption Amount(s) (if any) of the Notes; 

(v) in relation to Notes redeemable in instalments, the Instalment Amounts; 

(vi) in relation to Zero Coupon Notes, the Amortised Face Amount; and 

(vii) any premium and any other amounts which may be payable under or in respect of the Notes. 

Any reference in these Terms and Conditions to interest in respect of the Notes shall be deemed to include, 
as applicable, any additional amounts which may be payable under Condition 9. 

7.  AGENT, REGISTRAR AND OTHER PAYING AGENTS 
The names of the initial Agent and the other initial Paying Agents (other than the Registrar) and their initial 
specified offices are set out below if this is a Bearer Note or the name and initial specified office of the 
initial Registrar are set out below if this is a Registered Note. 

The Issuer and the Guarantor are entitled to vary or terminate the appointment of any Paying Agent andor 
appoint additional or other Paying Agents and/or approve any change in the specified office through which 
any Paying Agent acts, provided that: 

(i) if, and so long as, Bearer Notes are listed on any stock exchange, there will at all times be a Paying 
Agent having a specified office in each location required by the rules and regulations of thc relevant 
stock exchange; 

(ii) if any European Union Directive on the taxation of savings implementing the conclusions of the 
ECOFIN Council meeting of 26-27 November 2000 or any law implementing or complying with, or 
introduced in order to conform to, such Directive is introduced, there will at all times be a Paying Agent 
in a Member State of the European Union that will not be obliged to withhold or deduct tax pursuant to 
such Directive or law; 

(iii) there will at all times be an Agent; and 

(iv) there will at all times be a Registrar which, so long as Registered Notes are listed on any stock 
exchange or any relevant authority, will have a specified oftice in each location required by the rules and 
regulations of the relevant stock exchange or relevant authority. 

In addition, the Issuer and the Guarantor shall forthwith appoint a Paying Agent having a specified office in 
New York City in the circumstances described in the final paragraph of Condition 6@). Any variation, 
termination, appointment or change shall only take effect (other than in the case of insolvency, when it 
shall be of immediate effect) after not less than 30 nor more than 45 days’ prior notice thereof shall have 
been given to the Noteholders in accordance with Condition 14 provided that no such variation, 
termination, appointment or changes shall take effect (except in the case of insolvency) within 7 days 
before any due date for the payment of any Note or any related Receipt or Coupon 

8. EXCHANGE OF TALONS 
On and after the Interest Payment Date on which the final Coupon comprised in any Coupon sheet matures, 
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the Talon (if any) forming part of such Coupon sheet may be surrendered at the specified ofice of the 
Agent or any other Paying Agent except the Registrar in exchange for a further Coupon sheet including (if 
such further Coupon sheet does not include Coupons to, and including, the final date for the payment of 
interest due in respect of the Bearer Note to which it appertains) a further Talon, subject to the provisions 
of Condition 13. Each Talon shall, for the purposes of these Terms and Conditions, be deemed to mature on 
the Interest Payment Date on which the final Coupon comprised in the relative Coupon sheet matures. 

9. TAXATION 
All payments in respect of the Notes and any related Receipts and Coupons by the Issuer or under the 
Guarantee by the Guarantor shall be made without withholding or deduction for, or on account of, any 
present or future taxes, duties, assessments or governmental charges of whatever nature (“Taxes”) 
imposed or levied by or on behalf of the Cayman Islands (in the case of payments by the Issuer) or Spain 
(in the case of payments of the Guarantor), or any political subdivision thereof or any authority therein or 
thereof having power to tax, unless the withholding or deduction of the Taxes is required by law. In that 
event, the Issuer or, as the case may be, the Guarantor will pay such additional amounts as may be 
necessary in order that the net amounts received by the Noteholders and any relative Receiptholders and 
Couponholders after such withholding or deduction shall equal the respective amounts which would have 
been received by them in respect of such Notes, Receipts or Coupons, as the case may be, in the absence of  
such withholding or deduction; except that no additional amounts shall be payable in relation to any 
payment in respect of any Note, Receipt or Coupon: 

(i) to, or to a third party on behalf of, a holder who is liable to Taxes in respect of such Note, Receipt or 
Coupon by reason of his having some connection with the Cayman Islands (in the case of payments by 
the Issuer) or Spain (in the case of payments by the Guarantor) other than the mere holding of such 
Note, Receipt or Coupon; or 

(ii) where the Note, Receipt or Coupon is presented for payment more than 30 days after the Relevant Date 
except to the extent that a holder would have been entitled to additional amounts on presenting the 
same for payment on such thirtieth day; or 

(iii) to a holder of such Note, Receipt or Coupon who is able to avoid such deduction or withholding by 
making a declaration of non-residence or other similar claim for exemption to the relevant tax 
authority; or 

(iv) where such withholding or deduction is imposed on a payment to an individual and is required to be 
made pursuant to any European Union Directive on the taxation of savings implementing the 
conclusions of the ECOFM Council meeting of 26-27 November 2000 or any law implementing or 
complying with, or introduced in order to conform to, such Directive or law; or 

(v) where the Note, Receipt or Coupon is presented for payment by or on behalf of a holder who would 
have been able to avoid such withholding or deduction by presenting the relevant Note, Receipt or 
Coupon to another Paying Agent in a Member State of the European Union. 

In these Terms and Conditions, “Relevant Date” means the date on which such payment first becomes due 
but, if the full amount of the moneys payable has not been received by the Agent on or prior to such due 
date, it means the date on which, the full amount of such moneys having been so received, notice to that 
effect shall have been duly given to the Noteholders in accordance with Condition 14. 

I O .  EVENTS OF DEFAULT 

(a) This Condition lO(a) applies only to Senior Notes and references to “Notes” shall be construed 
accordingly. 

If any of the following events (each an “Event of Default”) shall have occurred and be continuing: 
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(i) a default is made for more than 14 days in the payment of any principal due in respect of any of 
the Notes or 21 days or more in the payment of any interest due in respect of any of the Notes; or 

(ii) a default is made in the performance by the Issuer or the Guarantor of any other obligation under 
the provisions of the Notes or under the provisions of the Guarantee relating to the Notes and 
such default continues for more than 30 days; or 

(iii) any Indebtedness for Borrowed Money of the Issuer or the Guarantor where the principal amount 
of  such indebtedness is in any one case in excess of U.S.$10,000,000 or its equivalent in another 
currency or other currencies or any guarantee by the Issuer or the Guarantor of any Indebtedness 
for Borrowed Money of any other person is not (in the case of Indebtedness for Borrowed Money) 
paid when due as extended by an applicable grace period therefor or becomes prematurely 
repayable following a default on the part of, or an event of default with reference to, the Issuer or 
the Guarantor or (in the case of a guarantee) honoured when called upon; or 

(iv) an order of any competent court or administrative agency is made or any resolution is passed by 
the Issuer for the winding-up or dissolution of the Issuer (other than for the purpose of an 
amalgamation, merger or reconstruction approved by an Extraordinary Resolution of the 
Noteholders of this Series); or 

(v) an order is made commencing bankruptcy or suspension of payment proceedings against the 
Guarantor or an order is made or a resolution is passed for the dissolution or winding up of the 
Guarantor (except (i) in any such case for the purpose of a reconstruction or a merger or 
amalgamation which has been previously approved by an Extraordinary Resolution of the 
Noteholders or (ii) where the entity resulting from any such reconstruction or merger or 
amalgamation is a Financial Institution (“Entidad de Crbdito” according to article 1’-2 of Real 
Decreto Legislativo 1298/1986 dated 28 June 1986, as amended by article 5” of Ley 3/94 dated 
14 April 1994) and will have a rating for long-term senior debt assigned by Standard & Poor’s 
Rating Services or Moody’s Investors Services equivalent to or higher than the rating for long-term 
senior debt of the Guarantor immediately prior to such reconstruction or merger or 
amalgamation), or any other proceedings (Pmcedimienfos Concursales) are commenced which 
requires the application of priorities provided by the Commercial Code (Cddigo de Comercio), the 
Civil Code (Cddigo Civitj or any other applicable Spanish laws; or 

(vi) the Issuer or the Guarantor is adjudicated or found bankrupt or insolvent, or any order of any 
competent court or administrative agency is made for, or any resolution is passed by the Issuer or 
the Guarantor to apply for, judicial composition proceedings with its creditors or for the 
appointment of a receiver or trustee or other similar of€icial in insolvency proceedings in relation 
to the Issuer or the Guarantor or of a substantial part of the assets of either of them (unless in the 
case of an order for a temporary appointment, such appointment is discharged within 30 days); or 

(vii) the Issuer or the Guarantor stops payment of its debts generally; or 

(viii) the Issuer (except for the purpose of an amalgamation, merger or reconstruction approved by an 
Extraordinary Resolution of the Noteholders) or the Guarantor (except (i) for the purpose of an 
amalgamation, merger or reconstruction approved by an Extraordinary Resolution of the Noteholders or (ii) 
where the entity resulting from any such reconstruction or merger or amalgamation is a Financial 
Institution (“Entidad de Cr’edito” according to article 1 a -2 of Real Decreto Legislativo 1298/1986 dated 
28 June 1986, as amended by article 5’ of Ley 3/94 dated 14 April 1994) and will have a rating for long- 
term senior debt assigned by Standard & Poor’s 

Rating Services or Moody’s Investor Services equivalent to or higher than the rating for long-term senior 
debt of the Guarantor immediately prior to such reconstruction or merger or amalgamation) ceases or 
threatens to cease to carry on the whole or substantially the whole of its business; or 

(ix) an encumbrancer takes possession of the whole or any substantial part of the assets or 
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undertaking of the Issuer or the Guarantor or an application is made for the appointment of an 
administrative or other receiver, manager, administrator or similar official in relation to the Issuer 
or the Guarantor or in relation to the whole or any substantial part of the undertaking or assets of 
the Issuer or the Guarantor, or a distress or execution is levied or enforced upon or sued out 
against any substantial part of the undertaking or assets of the Issuer or the Guarantor and is not 
discharged within 30 days; or 

(x) the Issuer or the Guarantor shall (other than, in the case of the Guarantor, in the course of carrying 
on a banking business (as defined in Condition 3(c)) sell or dispose of a major part of its business 
or assets, whether as a single transaction or a number of transactions, related or not, to any 
subsidiary of  the Issuer or, as the case may be, the Guarantor; or 

(xi) the Senior Guarantee ceases to be, or is claimed by the Guarantor not to be, in full force and 
effect, 

the holder of any Note may, by written notice to the Issuer at the specified office of the Agent or the 
Registrar, as the case may be, effective upon the date of receipt thereof by the Agent or the Registrar, as the 
case may be, declare such Note to be forthwith due and payable, whereupon the same shall become 
immediately due and payable at its Early Redemption Amount (as described in Condition 5(e)), together 
with accrued interest (if any) to the date of repayment. 

For the purpose of Condition lO(a)(v), (vi), (vii), (viii) and (ix) a report by the auditors for the time being of 
the Issuer or the Guarantor, as the case may be, as to whether any part of the undertaking, business or assets 
of the Issuer or the Guarantor is “substantial” or “major” or as to what constitutes “substantially the 
whole of the business” of the Issuer or the Guarantor shall, in the absence of manifest error, be conclusive. 

(b) This Condition 10(b) shall apply only to Subordinated Notes and references to “Notes” shall be 
construed accordingly. 

If any of the following events (each an “Event of Default”) shall have occurred and be continuing: 

(i) a default is made for more than 14 days in the payment of any principal due in respect of any of 
the Notes or 2 1 days or more in the payment of any interest duc in respect of any of the Notes; or 

(ii) an order is made declaring the Issuer insolvent or an order is made or an effective resolution is 
passed for the dissolution or winding up of the Issuer (other than for the purpose of an 
amalgamation, merger or reconstruction approved by an Extraordinary Resolution of the 
Noteholders of this Series); or 

(iii) an order is made commencing bankruptcy or suspension of payment proceedings against the 
Guarantor or an order is made or a resolution is passed for the dissolution or winding up of the 
Guarantor (except (i) in any such case for the purpose of a reconstruction or a merger or 
amalgamation which has been previously approved by an Extraordinary Resolution of the 
Noteholders or (ii) where the entity resulting from any such reconstruction or merger or 
amalgamation is a Financial Institution (as defined in Condition lO(a)) and will have a rating for 
long-term subordinated debt assigned by Standard & Poor’s Rating Services or Moody’s Investors 
Services equivalent to or higher than the rating for long-term subordinated debt of the Guarantor 
immediately prior to such reconstruction or merger or amalgamation), or any other proceedings 
(Procedimientos Concursales) are commenced which requires the application o f  priorities 
provided by the Commercial Code (Cbdigo de Comercio), the Civil Code (Cddigo Civil) or any 
other applicable Spanish laws, 

the holder of any Note may, by written notice to the Issuer at the specified ofice of the Agent or the 
Registrar, as the case may be, effective upon receipt thereof by the Agent or the Registrar, as the case may 
be, declare such Note to be forthwith due and payable, whereupon the same shall become immediately due 
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and payable at its Early Redemption Amount (as described in Condition S(e)), together with accrued 
interest (if any) to the date of repayment. 

11. MEETINGS OF NOTEHOLDERS; MODIFICATION; WAIVER 
The Agency Agreement contains provisions for convening meetings of the Noteholders to consider any 
matter affecting their interests, including the modification by Extraordinary Resolution of the Terms and 
Conditions of the Notes, the Agency Agreement or any Receipts or Coupons relating thereto. The quorum 
at any such meeting for passing an Extraordinary Resolution will be one or more persons present holding or 
representing a clear majority of the nominal amount of the Notes for the time being outstanding, or at any 
such adjourned meeting one or more persons present being or representing the Noteholders whatever the 
nominal amount of the Notes held or represented by them, except that at any meeting, the business of 
which includes, inter alia, reduction of  the amount or variation of the currency of, or postponement of the 
date for, payment of principal or interest in respect of the Notes, the necessary quorum for passing an 
Extraordinary Resolution will be one or more persons present holding or representing not less than two- 
thirds, or at any such adjourned meeting not less than one third, of the nominal amount of the Notes for the 
time being outstanding. 

Any resolution passed at any meeting of the Noteholders will be binding on all the Noteholdcrs, whether or 
not they are present at the meeting, and on all the holders of any Receipts and any Coupons relating to such 
Notes. Any Notes which are for the time being held by any person (including but not limited to the Issuer, 
the Guarantor or any of its or their subsidiaries) for the benefit of the Issuer, the Guarantor or any of  its or 
their subsidiaries shall (unless and until ceasing to be so held) be deemed not to be outstanding for the 
purposes of the right to attend or participate in any way at any meeting of Noteholders. 

The Agent and the Registrar may agree, without the consent of the Noteholders or any relative 
Receiptholders or Couponholders, to any modification of any of these Terms and Conditions or any of the 
provisions of the Agency Agreement which is not, in the opinion of  the Agent and the Registrar, materially 
prejudicial to the interests of the Noteholders or to any modification which is of a formal, minor or 
technical nature or to correct a manifest error. 

Any modification shall be binding on the Noteholders and the relative Receiptholders and the 
Couponholders and, unless the Agent and the Registrar agree otherwise, any modification shall be notified 
by the Issuer to the Noteholders as soon as practical thereafter in accordance with Condition 14. 

12. REPLACEMENT OF NOTES, RECEIPTS, COUPONS AND TALONS 
Should any Note, Receipt, Coupon or Talon be lost, stolen, mutilatcd, defaced or destroyed, it may be 
replaced at the specified office of the Agent or, as the case may be, the Registrar (or such other place as 
may be notified to the Noteholders) upon payment by the claimant of  the expenses incurred in connection 
therewith and on such terms as to evidence and indemnity as the Issuer may reasonably require. Mutilated 
or defaced Notes, Receipts, Coupons or Talons must be surrendered before replacements will be issued. 

13. PRESCRIPTION 
The Notes (whether in bearer or registered form), Receipts and Coupons will become void unless presented 
for payment within a period of ten years (in the case of principal) and five years (in the case of interest) 
after the Relevant Date (as defined in Condition 9) therefor. There shall not be included in any Coupon 
sheet issued on exchange of a Talon any Coupon the claim for payment in respect of which would be void 
pursuant to this Condition or Condition 6(b) or any Talon which would be void pursuant to Condition 6@ 

14. NOTICES 
All notices regarding the Bearer Notes shall be published (i) in one leading English language daily 
newspaper with circulation in London (which is expected to be the Financial Times) and (ii) if and for so 
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long as the Notes are listed on the Luxembourg Stock Exchange and the rules of the Luxembourg Stock 
Exchange so require, in a daily newspaper of general circulation in Luxembourg (which is expected to be 
the Luxemburger Wort). Any such notice shall be deemed to have been given on the date of the first 
publication in all required newspapers. 

All notices to holders of Registered Notes will be valid if mailed to their registered addresses appearing on 
the register, and shall be published if and for so long as the Notes are listed on the Luxembourg Stock 
Exchange and the rules of the Luxembourg Stock Exchange so require, in a daily newspaper of general 
circulation in Luxembourg (which is expected to be the Luxemburger Wort). Any such notice shall be 
deemed to have been given on the fourth day after the day on which it is mailed. 

Until such time as any definitive Bearer Notes are issued, there may, so long as any global Notes 
representing the Notes are held in their entirety on behalf of Euroclear and Clearstream, Luxembourg, be 
substituted for such publication in such newspaper(s) the delivery of the relevant notice to Euroclear and 
Clearstream, Luxembourg for communication by them to the holders of the Notes except that if the Notes 
are listed on the Luxembourg Stock Exchange notice will in any event be published in accordance with the 
rules of the Luxembourg Stock Exchange. Any such notice shall be deemed to have been given to the 
holders of the Notes on the third day after the day on which the said notice was given to Euroclear and 
Clearstream, Luxembourg 

Notices to be given by any holder of the Notes shall be in writing and given by lodging the same, together 
with the relative Note or Notes, with the Agent or the Registrar, as the case may be, each at its specified 
office. Whilst any of the Bearer Notes are represented by a global Note, such notice may be given by any 
holder of a Note to the Agent via Euroclear andor Clearstream, Luxembourg, as the case may be, in such 
manner as the Agent and Euroclear and/or Clearstream, Luxembourg, as the case may be, may approve for 
this purpose. 

15. FURTHER ISSUES 
The Issuer shall be at liberty from time to time without the consent of the Noteholders or any 
Receiptholders or Couponholders to create and issue further Notes having terms and conditions the same as 
the Notes or the same in all respects (or in all respects save for the amount and date of the first payment of 
interest thereon) and so that the same shall be consolidated and form a single series with the outstanding 
Notes. 

16. SUBSTITUTION 
(1) Substitution of the Issuer 
(a) The Issuer may, without the consent of the Noteholders but, in the case of Subordinated Notes, subject 
to the prior consent of Banco de Espa - na, be replaced and substituted by the Guarantor or any other 
company of which more than 90 per cent. of the shares or other equity interests (as the case may be) 
carrying the right to vote are directly or indirectly owned by the Guarantor, as principal debtor (in such 
capacity, the “Substituted Debtor”) in respect of the Notes provided that: 

(i) a deed poll and such other documents (if any) shall be executed by the Substituted Debtor, the 
Issuer and (if the Substituted Debtor is not the Guarantor) the Guarantor as may be necessary to 
give full effect to the substitution (together the “Documents”) and (without limiting the generality 
of the foregoing) pursuant to which the Substituted Debtor shall undertake in favour of each 
Noteholder to be bound by the Terms and Conditions of the Notes and the provisions of  the 
Agency Agreement and the Deed of Covenant as fully as if the Substituted Debtor had been named 
in the Notes, the Agency Agreement and the Deed of Covenant as the principal debtor in respect 
of the Notes in place of the Issuer (or any previous substitute) and (if the Substituted Debtor is not 
the Guarantor) pursuant to which the Guarantor shall unconditionally and irrevocably guarantee 
(the “New Guarantee”) in favour of each Noteholder the payment of all sums payable by the 

Substituted Debtor as such principal debtor on the same terms mutatis mutandis as the Senior 
Guarantee andor the Subordinated Guarantee, as the case may be; 
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(ii) without prejudice to the generality ofcondition 16(l)(a)(i), where the Substituted Debtor is 
incorporated, domiciled or resident for taxation purposes in a territory other than the Cayman 
Islands, the Documents shall contain a covenant by the Substituted Debtor andor such other 
provisions as may be necessary to ensure that each Noteholder has the benefit of a covenant in 
terms corresponding to the provisions of Condition 9 with the substitution for the references to 
the Cayman Islands of references to the territory in which the Substituted Debtor is incorporated, 
domiciled andor resident for taxation purposes. The Documents shall also contain a covenant by 
the Substituted Debtor and (if the Substituted Debtor is not the Guarantor) the Guarantor to 
indemnify and hold harmless each Noteholder against all liabilities, costs, charges and expenses 
provided that insofar as the liabilities, costs, charges and expenses are taxes or duties, the same 
arise by reason of a law or regulation having legal effect or being in reasonable contemplation 
thereof on the date such substitution becomes effective, which may be incurred or levied against 
such holder as a result of any substitution pursuant to this Condition and which would not have 
been so incurred or levied had such substitution not been made (and, without limiting the 
foregoing, such liabilities, costs, charges and expenses shall include any and all taxes or duties 
which are imposed on any such Noteholder by any political sub-division or taxing authority of 
any country in which such Noteholder resides or is subject to any such tax or duty and which 
would not have been so imposed had such substitution not been made); 

(iii) the Documents shall contain a warranty and representation by the Substituted Debtor and (if the 
Substituted Debtor is not the Guarantor) the Guarantor (a) that the Substituted Debtor and (if the 
Substituted Debtor is not the Guarantor) the Guarantor have obtained all necessary governmental 
and regulatory approvals and consents for such substitution and (if the Substituted Debtor is not 
the Guarantor) for the giving, by the Guarantor of the New Guarantee in respect of the 
obligations of the Substituted Debtor on the same terms mutatis mutandis as, that each of the 
Substituted Debtor and the Guarantor (if the Substituted Debtor is not the Guarantor) has 
obtained all necessary governmental and regulatory approvals and consents for the performance 
by each of the Substituted Debtor and the Guarantor (if the Substituted Debtor is not the 
Guarantor) of its obligations under the Documents and that all such approvals and consents are in 
full force and effect and (b) that the obligations assumed by each of the Substituted Debtor and the 
Guarantor (if the Substituted Debtor is not the Guarantor) under the Documents are all legal, 
valid and binding in accordance with their respective terms and enforceable by each Noteholder; 

(iv) each stock exchange which has the Notes listed thereon shall have confirmed that following the 
proposed substitution of the Substituted Debtor the Notes would continue to be listed on such 
stock exchange; 

(v) the Issuer shall have delivered to the Agent and the Registrar or procured the delivery to the Agent 
and the Registrar of a legal opinion from a leading firm of Cayman Islands lawyers acting for the 
Issuer and, where the Substituted Debtor is not incorporated under the same laws as the Issuer, a 
legal opinion from a leading firm of local lawyers acting for the Substituted Debtor, to the effect 
that the Documents constitute legal, valid and binding obligations of the Issuer and the 
Substituted Debtor, such opinion@) to be dated not more than seven days prior to the date of 
substitution of the Substituted Debtor for the Issuer and to be available for inspection by 
Noteholders at the specified offices of the Agent and the Registrar; 

(vi) the Guarantor shall have delivered to the Agent and the Registrar or procured the delivery to the 
Agent and the Registrar of a legal opinion from a leading firm of Spanish lawyers acting for the 
Guarantor to the effect that in the case where the Substituted Debtor is not the Guarantor, the 
Documents (including the New Guarantee given by the Guarantor in respect of the Substituted 
Debtor) constitute legal, valid and binding obligations of the Guarantor, such opinion to be dated 
not more than seven days prior to the date of substitution of the Substituted Debtor for the Issuer 
and to be available for inspection by Noteholders at the specified offices of the Agent and the 
Registrar; 
(vii) the Guarantor shall have delivered to the Agent and the Registrar or procured the delivery to the 
Agent and the Registrar of a legal opinion from a leading firm of English lawyers to the effect that 
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the Documents (including the New Guarantee given by the Guarantor in respect of the Substituted 
Debtor) constitute legal, valid and binding obligations of the parties thereto under English law, 
such opinion to be dated not more than seven days prior to the date of substitution of the 
Substituted Debtor for the Issuer and to be available for inspection by Noteholders at the specified 
offices of the Agent and the Registrar; 

(viii) the Substituted Debtor shall have appointed the process agent appointed by the Issuer pursuant to 
Condition 18 as its agent in England to receive service of process on its behalf in relation to any 
legal action or proceedings arising out of or in connection with the Notes or the Documents; 

(ix) there is no outstanding Event of Default in respect of the Notes; and 

(x) any credit rating assigned to the Notes will remain thc same or be improved when the Substituted 
Debtor replaces and substitutes the Issuer in respect of the Notes. 

(b) Upon the execution of the Documents as referred to in Condition 16(l)(a) above, the Substituted Debtor 
shall be deemed to be named in the Notes as the principal debtor in place of the Issuer (or of any 
previous substitute under these provisions) and the Notes shall thereupon be deemed to be amended to 
give effect to the substitution. The execution of the Documents shall operate to release the Issuer as 
issuer (or such previous substitute as aforesaid) from all of its obligations as principal debtor in respect 
of the Notes. 

(c) The Documents shall be deposited with and held by the Agent and the Registrar for so long as any Note 
remains outstanding and for so long as any claim made against the Substituted Debtor or (if the 
Substituted Debtor i s  not the Guarantor) the Guarantor by any Noteholder in relation to the Notes or 
the Documents shall not have been finally adjudicated, settled or discharged. The Substituted Debtor 
and (if the Substituted Debtor i s  not the Guarantor) the Guarantor shall acknowledge in the Documents 
the right of every Noteholder to the production of the Documents for the enforcement of any of the 
Notes or the Documents. 

(d) Not later than 15 London Business Days after the execution of the Documents, the Substituted Debtor 
shall give notice thereof to the Noteholders in accordance with Condition 14. 

(2) Substitution of the Guarantor 
(a) The Guarantor may, without the consent of the Noteholders but, in the case of Subordinated Notes, 
subject to the prior consent of Banco de €spa * na, be replaced and substituted by another company 
incorporated, domiciled and resident for tax purposes in Spain as the guarantor (in such capacity, the 
“Substituted Guarantor”) in respect of the Notes provided that: 

(i) a deed poll and such other documents (if any) shall be executed by the Guarantor and the 
Substituted Guarantor as may be necessary to give full effect to the substitution (together the 
“Documents”) and (without limiting the generality of the foregoing) pursuant to which the 
Substituted Guarantor shall undertake in favour of each Noteholder to be bound by the Terms 
and Conditions of the Notes and the provisions of the Agency Agreement, and the Senior 
Guarantee or the Subordinated Guarantee, as the case may be, as fully as if the Substituted 
Guarantor had been named in the Notes, the Agency Agreement and the Senior Guarantee or the 
Subordinated Guarantee, as the case may be, as the guarantor in respect of the Notes in place of 
the Guarantor (or any previous substitute) and pursuant to which the Substituted Guarantor shall 
unconditionally and irrevocably guarantee (the “New Guarantee”) in favour of each Noteholder 
the payment of all sums payable by the Issuer as such principal debtor on the same terms mutatis 
mutandis the Senior Guarantee and/or the Subordinated Guarantee, as the case may be; 

(ii) the Documents shall also contain a covenant by the Substituted Guarantor to indemnify and hold 
harmless each Noteholder against all liabilities, costs, charges and expenses provided that insofar 
as the liabilities, costs, charges and expenses are taxes or duties, the same arise by reason of a law 
or regulation having legal effect or being in reasonable contemplation thereof on the date such 
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substitution becomes effective, which may be incurred or levied against such holder as a result of 
any substitution pursuant to this Condition and which would not have been so incurred or levied 
had such substitution not been made (and, without limiting the foregoing, such liabilities, costs, 
charges and expenses shall include any and all taxes or duties which are imposed on any such 
Noteholder by any political sub-division or taxing authority of any country in which such 
Noteholder resides or is subject to any such tax or duty and which would not have been so 
imposed had such substitution not been made); 

(iii) the Documents shall contain a warranty and representation by the Substituted Guarantor (a) that 
the Substituted Guarantor has obtained all necessary govemmental and regulatory approvals and 
consents for such substitution and for the giving by the Substituted Guarantor of the New 
Guarantee that the Substituted Guarantor has obtained all necessary govemmental and regulatory 
approvals and consents for the performance by the Substituted Guarantor of its obligations under 
the Documents and that all such approvals and consents are in full force and effect and @) that the 
obligations assumed by the Substituted Guarantor under the Documents are all legal, valid and 
binding in accordance with their respective terms and enforceable by each Noteholder; 

(iv) each stock exchange which has the Notes listed thereon shall have confirmed that following the 
proposed substitution of the Substituted Guarantor such Notes would continue to be listed on the 
stock exchange; 

(v) the Guarantor shall have delivered to the Agent and the Registrar or procured the delivery to the 
Agent and the Registrar of a legal opinion from a leading firm of Spanish lawyers acting for the 
Guarantor to the effect that the Documents constitute legal, valid and binding obligations of the 
Guarantor and the Substituted Guarantor, such opinion to be dated not more than seven days 
prior to the date of substitution of the Substituted Guarantor for the Guarantor and to be 
available for inspection by Noteholders at the specified offices of the Agent and the Registrar; 

(vi) the Substituted Guarantor shall have delivered to the Agent and the Registrar or procured the 
delivery to the Agent and the Registrar of a legal opinion from a leading firm of English lawyers to 
the effect that the Documents (including the guarantee(s) given by the Substituted Guarantor) 
constitute legal, valid and binding obligations of the parties thereto under English law, such 
opinion to be dated not more than seven days prior to the date of substitution of the Substituted 
Guarantor for the Guarantor and to be available for inspection by Noteholders at the specified 
offices of the Agent and the Registrar; 

(vii) the Substituted Guarantor shall have appointed the process agent appointed by the Issuer pursuant 
to Condition 18 as its agent in England to receive service of process on its behalf in relation to any 
legal action or proceedings arising out of or in connection with the Notes or the Documents; 

(viii) there is no outstanding Event of Default in respect of the Notes; 

(ix) the Substituted Guarantor complies with the requirements of Banco de EspaAa circular 5/1993, 
norme octava punto 6 andlor any further circular of Banco de Espaiia or other law or regulation 
of Spain which amends or supplements such circular; and 

(x) the Substituted Guarantor has ratings for long-term senior and subordinated debt assigned by 
Standard & Poor’s Ratings Services, a division of the McGraw-Hill Companies Inc. or Moody’s 
Investors Service, Inc. which are the same as or higher than the credit rating for long-term senior 
and subordinated debt of the Guarantor or any previous Substituted Guarantor immediately prior 
to such substitution. 

@) Upon the execution of the Documents as referred to in Condition 16(2)(a) above, the Substituted 
Guarantor shall be deemed to be named in the Notes as the guarantor in place of the Guarantor (or of 
any previous substitute under these provisions) and the Notes shall thereupon be deemed to be amended 
to give effect to the substitution. The execution of the Documents shall operate to release the Guarantor 
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as guarantor (or such previous substitute as aforesaid) from all of its obligations as guarantor in respect 
of the Notes. 

(c) The Documents shall be deposited with and held by the Agent and the Registrar for so long as any Note 
remains outstanding and for so long as any claim made against the Substituted Guarantor by any 
Noteholder in relation to the Notes or the Documents shall not have been finally adjudicated, settled or 
discharged. The Substituted Guarantor shall acknowledge in the Documents the right of every 
Noteholder to the production of the Documents for the enforcement of any of the Notes or the 
Documents. 

(d) Not later than 15 London Business Days after the execution of the Documents, the Substituted 
Guarantor shall give notice thereof to the Noteholders and to The Luxembourg Stock Exchange in 
accordance with Condition 14 and a Prospectus Supplement will be produced.. 

17. CONTRACTS (RIGHTS OF THIRD PARTIES) ACT 1999 
This Note confers no right under the Contracts (Rights of Third Parties) Act 1999 to enforce any term of 
this Note, but this does not affect any right or remedy of a third party which exists or is available apart from 
that Act. 

18. GOVERNING LAW AND SUBMISSION TO JURISDICTION 
The Agency Agreement, the Senior Guarantee, the Subordinated Guarantee, the Notes, the Receipts and the 
Coupons are govemed by, and shall be construed in accordance with, English law except that the 
provisions of Condition 2(a)(ii) are governed by, and shall be construed in accordance with, Cayman 
Islands law and that the corresponding provisions of the Subordinated Guarantee which are summarised in 
Condition 2(b)(ii) and Condition 3@), respectively, are governed by, and shall be construed in accordance 
with, Spanish law. 

The Issuer irrevocably agrees for the benefit of the Noteholders, the Receiptholders and the Couponholders 
that the courts of England are to have jurisdiction to settle any disputes which may arise out of or in 
connection with the Agency Agreement, the Notes, the Receipts or the Coupons and that accordingly any 
suit, action or proceedings arising out of or in connection therewith (together referred to as “Proceedings”) 
may be brought in the courts of England. 

The Issuer irrevocably waives any objection which it may have now or hereafter to the laying of the venue 
of any Proceedings in the courts of England and irrevocably agrees that a final judgment in any 
Proceedings brought in the courts of England shall be conclusive and binding upon the lssuer and may be 
enforced in the courts of any other jurisdiction. Nothing contained in this Condition shall limit any right to 
take Proceedings against the lssuer in any other court of competent jurisdiction, nor shall the taking of 
Proceedings in one or more jurisdictions preclude the taking of Proceedings in any other jurisdiction, 
whether concurrently or not. 

The Issuer hereby appoints the Guarantor at its principal place of business for the time being in England as 
its agent for service of process in England in respect of any Proceedings and undertakes that in the event of 
it ceasing so to act it will appoint another person as its agent for that purpose. 

Use of Proceeds 
The net proceeds from the sale of the Notes will be used by the relevant Issuer for its general corporate 
purposes. 
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SECTION 11: INFORMATION RELATING TO THE ISSUER 

Euro medium term notes (2) 
Total Indebtedness 
Shareholders' Equity 
Share capital 
Reserves 
Total capitalisation and indebtedness (3) (4) 

2.1 General Description of the Issuer BBVA Capital Fundinp Ltd 

3,914 3,378 
3,914 3,378 

324 468 
1 1 

4,239 3,847 

BBVA Capital Funding Ltd (BCFL) 

BCFL is a directly wholly-owned subsidwy of Banco Bilbao Vizcaya Argentaria S.A. (the Bank) 
and was incorporated on 18 February 1994 for an unlimited duration with limited liability as an 
exempt company (registration number 25287W83) in the Cayman Islands under the Companies Law 
of the Cayman Islands. 

BCFL is an overseas finance vehicle for the Bank and has no subsidiaries of its own. BCFL was 
orignally formed under the name Argentaria Capital Funding Limited as the overseas financing 
vehicle for Corporacion Bancaria de Espaiia (which later changed its name to Argentaria, Caja Postal 
y Banco, Hipotecario, S.A.). Following the merger of BBV and Argentaria. BCFL changed its name 
to BBVA Capital Funding Ltd. BCFL does not have any subsidiaries. 

2.2 Capitalisation 

The following table sets out the capitalisation and indebtedness of BCFL, as at 3 1 December 2003 and 
3 1 December 2002. 

All indebtedness of BCFL is unsecured but is guaranteed by the Guarantor, Banco Bilbao Vizcaya 
Argentaria, S A .  
Euro medium term notes denominated in other currencies have been translated into US$ at the 
rates prevailing at 3 1 December 2003 and 3 1 December 2002. Exchange rates on 3 1 December 
2003 were US$/€ 1,263 and JPY/US$ 135,05. 
BCFL did not have any contingent liabilities or guarantees outstanding at 11 June 2004. 
Save as disclosed above, there has been no material change in capitalisation, indebtedness, 
contingent liabilities and guarantees of BCFL since 3 1 December 2003. 

BCFL did not have any contingent liabilities or guarantees outstanding at 11 June 2004. Save as 
disclosed above, there has been no material change in capitalisation, indebtedness, contingent 
liabilities and guarantees of BCFL since 3 1 December 2003. 
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2.3 Manapement 

The Directors of BCFL as of 18th May 2004 are: 

Agustin Boras, who is also employed in the Cayman Islands branch of the Bank 
Isabel Cirdenas, who is also employed in the Cayman Islands branch of the Bank 
William A. Chisholm, who is also employed at BBVA America Fund Manager Limited 
Carlos Pertejo, who is also a Director of Financial Management of the Bank 
Jose Luis Dominguez de Posada, who is also a Director of Funding of the Bank 
Ana Fernandez Manrique, who is also a Director of the Bank 

The Head Ofice of BBVA Capital Funding Ltd is 

P.O.Box 11 15, 
Safehaven Corporate Centre 
Windward Three, 5" Floor 
Seven Mile Beach 
George Town 
Gran Cayman 

2.4 - Financial Statements 2003. 

At the date of this Listings Particulars no financial statement for the year ended 31.12.03 has been 
prepared. In principle, the Issuer is not required by Caiman law to publish audited financial 
statements. However, the Issuer intents to publish audited financial statements by the end of August 
2004. Copies of the audited financial statements will be available, free of charge, for collection and 
inspection at the office of the Luxembourg Listing Agent. 

The Issuer does not publish interim financial statements. 

Financial Statements 2002 

The following tables sets out the audited Financial Statements 2002 of BCFL 

BBVA Capital Funding Limited 

Financial Statements 
For the years ended December 31,2002 and 2001 
Together with Independent Auditors' Report 
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hdependcnt Audttors’ Report 

TothashsrchoMaof 
BBVA Capital Fuuding Limited: 

We havc audikd the Bccompanpng balance s k d  of BBVA CAPrrAt W I N O  L I M E D  (a 
wh1Iy m a d  subddhy, directly or indirectly, of Banco Bilbao VizCaya h@ttarh S.A., 8 S@eh 
banking institution) BS of Dooemba 31.2002. and t)re nlatcd statcmmts of opmtim wd mined 
earnings, changer in dmeholda’~ equity and of a s h  flows for the year thrn onded (all expressed in 
United Staw dallm), h i d  gtatcments are the mpmibility of the Company’$ 
menngcmmt. Our rtapanslldity is to srp~tss an opinion on thwe financial basad an om 
audit. The financial statCmnt8 of BBVA Capital Fwxlmg Limited for tht rear ea&d D t c m k  5 1, 
2001 w m  auditad by other auditors whose regat dated March 12,2002 e x p = d  an unquplificd 
opinion on rhosc stakmmts. 

We conducted w audit in accwdnncc with auditing standards perally accepted in thc United S t a h  
of Americs. Tbcisc s tdards  require that we plan md pafarm the audit to obtain reasonable 
“KaBce about w m  the hancid stsffn#ltB are h e  of msterial Wstatanent. h audit includes 
cxrrmining, an a test h i s .  evidence the munta and disclostm in the flnanciill 
stBtemmb. An audit also includcs wash thc accounting principles us& urd aienificMt estimates 
madt by rmmagcmtnt, as well as mluathg the o m 1 1  financial stattmmt prcscntation. We believe 
that our audit provida a rrnsoneblc basis for om opinion. 

In our opinion, the fuwtcirl8taf”ta referred to above pr-t fpirly, in all mated rcspecrs, the 
f i m i a l  mitim of BBVA Capital Funding Limittd as of December 31,2002, and thc results of i t3  

Operationo. change3 In its Bhanholda’a equity and its cash flows for thc yaar then eadcd in 
cmftrmity with aooounting primiplcs gmcrally accepted in tllc United staltar of America. 

The Company is e~onaricdty d e  66 Bmcb 3Jbw V i w y  Argcntwia S A  (the “BmP’) (w 
nom 1 and 5) and its continuing cxbtcncc i s  b a d  solely on the ability of the BsnL to fulfill its 
obligations to the Compury for the marest and matmi@ of deposita and pamk of the rcdcmption 
VaRW of shsrts. 

’ 

Tohmatru 
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BBVA CAPITAL FUNDING LIMITED 
BALANCE SHEETS 

DECEMBER 31,2002 AND 2001 

{CURRENCY-U.S. DOLLARS) 

iSSETS: 

:ash and cash equivalents 
.ong Term Assets due from Parent (Note 5) 
ihort Term Assets due from Parent (Note 5) 
Ieferred issuance costs (Note 2.c) 
rccrued interest receivable from Parent 
Ither accounts receivable 
ntangible assets 
-otal assets 

.IABILITIES: 

.ong Term Euro Medium Term Notes (Note 3) 
rccrued interest payable to noteholders 
'repaid commissions (Note 2.c) 
Ither accounts payable 
Xher liabilities 

;HAREHOLDERS EQUITY: 

:ommon stock, $0.01 par value, 75,000,001 shares 
Authorized, 1,000 shares issued and outstanding 

Jon-cumulative Guaranteed Non-voting Euro Preference 
Shares, €12.78 par value, 16,000,000 shares authorized (Note 4)- 
Series A - 8,000,000 shares authorized, 9.00%, 889,812 shares 
issued and outstanding at December 31,2001 

Series B - 8,000,000 shares authorized, 9.00%, 7,110,188 
shares issued and outstanding at December 31,2001 

Jon-cumulative Guaranteed Non-voting USD Preference 
Shares, $100 par value, 2,000,000 shares authorized - 
Series C - 7.20%. 2,000,000 shares 
issued and outstanding at December 31.2002 and 2001 (Note 4) 

Jon-cumulative Guaranteed Non-voting Euro Preference 
Shares, E51 .I 3 par value, 5,000,000 shares authorized- 
Series D - 6.35%, 5,000,000 shares 
issued and outstanding at December 31,2002 and 2001 (Note 4) 

Zetained earnings 
'otal liabilities and shareholder's equity 

U.S. 
2002 

3,363,634 
3,371,432,567 

468,095,899 
7,690,256 

73,573,566 

5,630 
3,924,161,552 

3,377,567,506 
67,084,137 
4,094.963 

666 
6,202,816 

10 

200,000,000 

268,095,898 

1,115,556 
3,924,161,552 

Nars 
2001 

2,242,004 
3,626,829,153 

90,120,304 
7,621,273 

68,653,365 
4,000 
6,816 

3,795,476,915 

3,207,392,657 
60,313,360 
3,857.704 

7,921,620 

10 

10,023,766 

80,096,538 

200,000.000 

225,300,761 

570,499 
3,795,476,915 

The accompanying notes to financial statements form 
an integral part of these financial statements 
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BBVA CAPITAL FUNDING LIMITED 
STATEMENTS OF OPERATIONS AND RETAINED EARNINGS 

I 

FOR THE YEARS ENDED DECEMBER 31,2002 AND 2001 

U.S. Dollars I 

[CURRENCY-U.S. DOLLARS) 

34,703,725 37,220,265 

Interest income from Parent 
Net gains and losses arisen In foreign currency transactions 
Interest expense to noteholders 

Financial margin 

Amortization of prepaid commissions (Note 2.c) 
Amortization of issuance costs (Note 2.c) 
Fees and commissions paid 
Other expenses 

Net income 

Dividends paid or declared 
Retained earnings, beginning of the year 
Retained earnings, end of the year 

2,073,653 (374,841) 

446,692 305.788 

(34,158,668) (36,664,606) 
570,499 214,840 

1,115,556 570,499 

(1,097,014) (936,937) 

(1 09,526) (178,307) 
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BBVA CAPITAL FUNDING LIMITED 
STATEMENTS OF CHANGES IN SHAREHOLDER'S EQUITY 
FOR THE YEARS ENDED DECEMBER 31.2002 AND 2001 

Number issued and outstanding common stock shares- 

Number issued and outstanding Series A Preference Shares- 

Number issued and outstanding Series B Preference Shares- 

Number issued and outstanding Series C Preference Shares- 

Number issued and outstanding Series D Preference Shares- 

Balance at the beginning and at the end of the year 

Balance at the end of the year 

Balance at the end of the year 

Balance at the end of the year 

Balance at the end of the year 

Par value per share- 
Ordinary shares 
Series A Preference Shares 
Series B Preference Shares 
Series C Preference Shares 
Series D Preference Shares 

Common stock- 
Balance at the beginning and at the end of the year 

Preferred stock- 
Series A Preferred Stock at the end of the year 
Series B Preferred Stock at the end of the year 
Series C Preferred Stock at the end of the year 
Series D Preferred Stock at the end of the year 

Retained earnings- 
Balance at the beginning of the year 
Net Income 
Dividends paid or declared 
Balance at the end of the year 

Capital stock and Retained Earnings, end of the year 

U.S. I 
2002 

1,000 

2.000,000 

5,000,000 

$0.01 

$100 
€ 51.13 

10 

200,000,000 
268,095.898 
468,095,898 

570,499 
34,703,725 

(34,158.668) 
1,115,556 

469,211,464 

illars 
2001 

1,000 

889.812 

7,110,188 

2,000,000 

5,000,000 

$0.01 
E 12.78 
E 12.78 

$100 
f 51.13 

10 

10,023,766 
80,096.538 

200,000,000 
225,300.761 
51 5,421,065 

214,840 
37.220.265 

(36,864,606) 
570,499 

515,991,574 

The accompanying notes to financial statements form 
an integral part of these financial statements 
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BBVA CAPITAL FUNDING LIMITED 
STATEMENTS OF CASH FLOWS 

FOR THE YEARS ENDED DECEMBER 31,2002 AND 2001 

;ASH FLOWS FROM OPERATING ACTIVITIES: 
iet income 
rdjustments to reconcile net income to net cash provided by (used in) operating 
ictivities- 

Amortization of issuance costs 
Accrual of prepaid commissions and income receivable 
Accrual of implicit interest 
Intangible assets depreciation 
Decrease (Increase) in accrued interest receivable from Parent 
Increase (Decrease) in interest payable to noteholders 
Decrease (Increase) in other accounts receivable 
Increase (Decrease) in other accounts payable 

Jet cash provided by operating activities 

:ASH FLOWS FROM INVESTING ACTIVITIES: 
Iecrease (Increase) in loans to Parent 

Loans to Parent linked to new issues 
Decrease in loans to Parent due to redemption 

Jet cash provided by (used in) investing activities 

;ASH FLOWS FROM FINANCING ACTIVITIES: 
iuro Medium Term Notes issuance 
furo Medium Term Notes redemption 
'reference Shares redemption 
ssuance Costs 
'repaid Commissions 
Nvidends paid 
Jet cash (used in) provided by financing activities 

JET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 

iffect of currency translations 
;ash and equivalents, beginning of the year 
:ASH AND CASH EQUIVALENTS, END OF THE YEAR 

us. 
2002 

34,703,725 

1,097,014 
(446,692) 
(280,581) 

1,186 
3,646,054 

( I  ,255,140) 
4,000 

666 
37,471,032 

340,238.749 
340,230,749 

(250,000,000) 
(90,018,121) 

(34,181,801) 
(374,199,922) 

3,509,859 

(2,388,229) 
2,242,004 
3,363,634 

ollars 
2001 

37,220,265 

936,937 
(305.788) 
(266.148) 

1,186 
(1 2,080,967) 

9,917.178 
(752,500) 
(71,356) 

34,590,807 

(660,233,571) 
50,000,000 

(610,233,571) 

660,233,571 
(50,000,000) 

2,206,453 
(2,206,453) 

(37,293,754) 
572,939,817 

(2,694,947) 

2,037,612 
2,899,339 
2,242,004 

The accompanying notes to financial statements form 
an integral part of these financial statements. 

The cash paid by the Company for interest for the years ended December 3 1,2002 and 2001 
was as follows: 

Interest expense 
12131l02 

152,372,659 
1 2131 101 

152,558,637 
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BBVA Capital Funding Limited 

Notes to financial statements 
December 31,2002 and 2001 
(Currency4J.S. Dollar) 

I. GROUP AFFILIATION, PRINCIPAL ACTIVITY AND TAX REGULATION 

BBVA Capital Funding Limited (the “Company”) is a wholly owned subsidiary of Banco Bilbao Vizcaya Argentaria 
S.A.. Bilbao, Spain (the “Bank or the “Parent“) and was incorporated in the Cayman Islands on February 18. 
1994. 

The Company’s principal activity is to act as a financing entity for the Bank. The objectives for which the 
Company is established are to issue debt obligations and preference shares, to lend the proceeds received to its 
Parent, to borrow funds from its Parent and to lend the proceeds to any subsidiary of its Parent, and any other 
activities incidental to the borrowing and lending of such funds. 

The Cayman Islands currently have no taxes on profits, corporate income or capital gains. 

The Company uses the United States of America (“U.S.”) dollar (“U.S. Dollars“) as its functional currency. 

2. SIGNIFICANT ACCOUNTING PRINCIPLES AND COMPARATIVE 
INFORMATION 

Accounting principles 

The financial statements of the Company are prepared under accounting principles generally accepted in the 
United States of America with significant policies applied below. 

Recognition of revenues and expenses- 

For accounting purposes, revenues and expenses are recorded on the accrual basis of accounting including 
dividends on preference shares declared and not paid. Accordingly, certain issuance discounts and 
premiums assumed by the Company are recognized In the income statement over the term of the underlying 
notes. Certain other costs and expenses incurred by the Company in connection with the issues (see Notes 
3 and 4) were assumed or paid by the Parent or other affiliates without charge and are not reflected in the 
accompanying financial statements. 

Use of estimates- 

The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenses during the reporting period. Actual results 
could differ from those estimates. 

Issuance costs- 

Issuance costs represent fees paid and out-of-pocket costs incurred in connection with the offering of the 
following Euro Notes issues: 

Issues 33, 36, 43 and 52: These issues were transferred during 2000 from BBVA Global Finance Limited, 
(also a wholly owned subsidiary of the Bank) (Note 3). Issuance costs are being amortized over a period up 
to the maturity date of each issue. During 2002 and 2001. the amortization of the issuance costs related to 
these issues amounted to $369,741 and $365,001 and were recorded under the “Amortization of issuance 
costs” caption in the statements of operations and retained earnings as of December 31, 2002 and 2001, 
respectively. 
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Issue 66-B: The fees paid for this issue, which was originally issued by BBVA Global Finance Limited, and 
was transferred to the Company during 2000 (Note 3), amount to €2.975.000. The Company records these 
costs with a charge to the "Deferred Issuance cost" caption, and are amortized over a period up to the 
redemption date of the Issue. During 2002 and 2001, the expense amortized amounted to $280,581 and 
$266,148, respectively and were recorded under the "Amortization of issuance costs" caption in the 
statements of operations and retained earnings as of December 31,2002 and 2001. 

Issues 33,36,43 and 52 
Issue 6643 

Issue 191 
Issue 207 

Issues 191 and 207: The fees paid for these issues amounted to €2,130,000 and €2,605,000, respectively 
and were paid by the Company. The Bank has paid in advance to the Company a wmmission of 
€2,130,000 and €2,605,000, respectively, for the issue of the debt. Therefore, in order to reflect these 
Issuance fees, the Company has recorded an Issuance Cost and a Prepaid Commission for the same 
amount for each of the Issues. Both accounts are being amortized up to the redemption date. During 2002 
and 2001 the expense related to the amortization of issuance costs amounted to $446.692 and $305,788 
and are recorded under the "Amortization of Issuance costs" and "Amortization of prepaid commissions'' 
captions, respectively, in the statements of operations and retained earnings as of December 31, 2002 and 
2001. 

U.S. Dollars 
2002 200 1 

1,362,592 1,614,650 
2,232,702 2,143,859 
3,595,294 3,758,509 
1,770,625 1,678,246 
2,324,337 2,184,5 I8 
7.690.256 7.621 -273 

The unamortized issuance costs are recorded under the "Deferred issuance costs" caption in the Balance 
Sheet as of December 31, 2002 and 2001. The detail of unamortized issuance costs as of December 31, 
2002 and 2001, Is as follows: 

Statements of cash flows- 

All highly liquid instruments with maturity of three months or less when acquired or generated are 
considered cash and cash equivalents for purposes of preparing these statements. 

Foreign currency transactions- 

Assets and liabilities in foreign currencies have been translated to US. Dollars at the year-end exchange 
rate. Revenues and expenses in foreign currencies have been translated to U.S. Dollars at the average 
exchange rates in each year. 

Income taxes- 

No income taxes are levied on corporations by the Cayman Islands and, therefore, no income tax provision 
has been reflected in the accompanying financial statements. 

3. EURO MEDIUM TERM NOTES 

In July 1995, the Parent entered Into a "USD 5,000,000,000 Euro Medium Term Notes Programme" whereby the 
Company will serve as issuer of Euro Medium Term Notes unconditionally guaranteed by the Parent. The amount 
of the Euro Medium Term Notes Programme was increased from USD 5,000,000,000 to USD 10,000,000,000 in 
accordance with the agreement of the Company's Board of Directors meeting held on February 15. 1996. The 
Company's Board of Directors meeting held on April 26. 2000 approved the Company's accession to the BBVA 
Global Finance Limited Euro Medium Term Note Programme, with a limit amount of Euros 20,000.000.000. 
In order to reorganize the finance subsidiaries in the Banco Bilbao Vizcaya Argentaria Group, in 
2000, the Company assumed six subordinated debt obligations from BBVA Global Finance 
Limited (Note 2.c). As a result, the following subordinated Notes issued under the Euro Medium 
Term Note Programme of BBVA Global Finance Limited were transferred to the Company 
effective April 27,2000: 
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Issue I Date ofIssuance I Amount 

Issue 33 due 2004 
Issue 36 due 2005 
Issue 43 due 2006 
Issue 5 I due 2007 
Issue 52 due 2009 

Issue 66-B due 20 10 

1995 
1995 
1996 
1997 
I997 
2000 

USD 100,000,000 
USD 150,000,000 
USD 200,000,000 
EUR76,693,782 

EUR 228,673,526 
EUR 500.000.000 

All the subordinated loans to the Parent with respect of the subordinated debt issued by the BBVA Global 
Finance Limited pursuant to its Euro Medium Term Note Programme have also been transferred to the Company 
effective April 27,2000. 

Both Euro Medium Term Note Programmes are subordinated debt. 

Subordinated Notes and any relative Coupons and Receipts will be direct and unsecured obligations of the 
Company and subordinated to all unsecured and unsubordinated obligations of the Company. Accordingly. in the 
event of bankruptcy, dissolution or winding up of the Company, the rights of the holders of the Notes to receive 
payment from any assets of the Company shall rank in right of payment after the unsecured and unsubordinated 
creditors of the Company but at least pari passu with the rest of subordinated creditors and in priority to the rights 
and claims of shareholders and creditors of the Bank who are characterised as holders of equity. 

As of December 31, 2002 and 2001, the Company had outstanding $3,377,567,506 and $3,207,392,657 notes 
which bore interest at an average of 5.01% and 5.54% with maturities between 2 to 14 and 3 to 15 years, 
respectively. The notes consisted of the following: 
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Issue Amount 

Issue 19 due 2010 
Issue 24 due 2005 

lssue 25 due 2007 

lssue 27 due 2015 
Issue 28 due 2015 

lssue 38 due 2006 
Issue 66-A due 2007 

Issue 70 due 2007 

Issue 191 due 2010 

Interest Rate 

Issue 207 due 201 1 
(***) 
Issue 221 due 201 1 
(***) 
Issue 222 due 2016 

lssue 225 due 2016 

Issue 228 due 201 6 

Issue 234 due 201 6 

Issue 33 due 2004 r) 
Issue 36 due 2005 r) 
Issue 43 due 2006 (*) 

Issue 51 due 2007 (*) 

Issue 52 due 2M)9 r) 
Issue 66-B due 2010 

(+*+) 

(***) 

,"\ 

Date of 
Issuance 

1995 
1995 

1995 

199s 
1995 

1996 
1997 

1997 

2000 

2001 

2001 

2001 

2001 

2001 

2Mll 

1995 

1995 
1996 

1997 

1997 
2000 

JPY 3,000,000,000 
EUR 13,613,406 

USD 100,000,000 

EUR 73.000,oM) 
IPY 10,000,000,000 

USD 250,000,000 
USD 150,000,000 

EUR 45,734,705 

EUR 750,000,000 

EUR 500,000,000 

EUR 60,000,000 

EUR 40,000,000 

EUR 50,000,OM) 

EUR 55,000,000 

EUR S6,000,000 

USD 100,000,000 

USD 15O,ooO,ooO 
USD 200,000,000 

EUR 76,693,782 

EUR 228,673,526 
EUR 500,000,000 

Fixed 3.45% 
Floating rate based on 6-month Aibor plus 

0.90% 
Floating rate based on 3-month Libor plus 

0.375% 
Fixed 6.35% 

Fixed €3,966.921 annual 
Fixed AUD 8,102,633 annual (**) 

Fixed 6.375% 
Floating m e  based on 3-month Libor plus 

0.25% 
Floating rate bsed  on 3-month Pibor plus 

0.22% 
Floating rate based on 3-month Euribor plus 

0.60% @month Euribor plus 1.1% from 
December 4,2005 on) 

Fixed 5.5% (Floating rate bascd on 3-month 
Euribor plus 1.1 % from July 4,2006 on) 

Fixed 5.729% 

Fixed 6.078% 

Floating rate based on 3- 
Month Euribor plus 0.6% 
Floating rate based on 3- 
Month Euribor plus 0.7% 
Floating rate based on 3- 
Month Euribor plus 0.7% 

Floating rate based on 6-month Libor plus 
0.40% 

Fixed 6.815% 
Floating rate based on 6-month Libor plus 

0.3125% 
Floating rate based on 3-month Libor plus 

0.19% 
Fixed 6% 

Fixed 6.375% 

us. c 
12.3 1.2002 

25,292,226 
14,216,379 

76,555,100 
84,307,420 

250,000,000 

47,96 1,985 

786,525,000 

524,350.000 

62,922,000 

41,948,000 

52,435,000 

57,678,500 

58,727,200 

100,000.000 

150,000,000 
200,000,000 

80,428,769 

239,809,927 
524,350,000 

3,377,567,506 

r) Issues transferred from BBVA Global Finance Limited. r) The Issue shall bear interest in AUD or EUR, in fixed amounts, at the option of the Company. 
(..*) During 2001 the Company's Board of Directors approved these issues under the Euro Medium 
Term Note Programme 
Libor: London Interbank Offered Rate 
Aibor: Amsterdam Interbank Offered Rate 
Pibor: Paris Interbank Offered Rate 

The issues 25 and 66-A may be redeemed early at the option of the Company, once seven and five years have 
elapsed from the issue date, respectively. The USD 150,000,000 (Issue 66-A) and USD 100,000,000 (Issue 25) 
floating rate subordinated notes issued on February 25, 1997 and September 20, 1995, respectively, were 
redeemed early on February 25, 2002 and September 20. 2002, respectively, according to the general conditions 
of the Issue. 
The issue 19 may be redeemed early at the option of the Company on August 9, 2005 subject to the prior 
consent of the Bank of Spain. The issues 191 and 207 may be redeemed early at the option of the Company on 
December 4, 2005 and July 4, 2006, respectively, and on each payment date after those dates, subject to the 
prior consent of the Bank of Spain. 
The issues can be redeemed prior to their original maturity for taxation reasons or on event of default, according 
to the general conditions in the Offering Circular of the Euro Medium Term Note Programme. 

llars 
12.3 1.2001 

22,924,573 
11,997,496 

100,000,000 

64,334,899 
76,415,244 

250,000,000 
150,000,000 

40,305,991 

660,974,988 

440,649,992 

52,877,999 

35,251,999 

44,064,999 

48,471,499 

49,352,799 

1oo.ooo.000 

150,000,M)O 
200,000,000 

67,590,229 

201,529,957 
440,649,993 

3,207392,657 
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4. PREFERENCE SHARES 

On April 10, 1995, the Company issued 8,000,000 shares of 9.00% Non-cumulative Guaranteed Non-voting 
Shares, Series A and B, DM 25 par value. On April 12. 2001. 149,047 Preference Shares of class A were 
converted into class B Preference Shares. 
On April 12, 2002, the Series A and B Preference Shares have been redeemed at a price of €12.78 per 
Preference Share plus, the annual and quarterly dividend accrued to April 12,2002 In respect of the class A and 
B Shares, respectively, according to the general conditions of the Issues. 
On April 20, 1998, the Company Issued 5,000,000 shares of 6.35% Non-cumulative Guaranteed Non-voting 
Shares, Series D, DM 100 par value, for $268,095,898 and $225.300.761 as of December 31, 2002 and 2001, 
respectively and 2,000,000 shares of 7.20% Non-cumulative Guaranteed Non-voting Shares, Series C, $100 par 
value, for $200,000,000 as of December 31, 2002 and 2001. The payment of dividends and payments on 
liquidation or redemption are unconditionally guaranteed by the Parent. 
The preference shares are redeemable, at the option of the Company (with the consent of the Parent) in whole or 
in part at any time on or after April 20, 2003 for Series C and D. In addition, under certain conditions, the 
Preference Shares are redeemable, subject to the prior consent of the Bank of Spain, at the option of the 
Company (with the consent of the Parent) at any time. 
In the event of liquidation of the Parent, holders of Preference Shares will be entitled to receive for each 
Preference Share a liquidation preference of $100 in the case of Series C and E51.13 in the case of Series D, in 
each case plus accrued and unpaid dividends for the then current dividend period to the date of payment. Such 
entitlement will arise rateably among the Preference Shares mentioned above before any distribution of assets is 
made to holders of ordinary shares or any other class of shares of the Company ranking junior as to participation 
in assets to the mentioned Preference Shares, Therefore, mmmon shareholders are entitled to any residual 
value remaining after Preference Shares have received their redemption value in liquidation. 
The Preference Shares entitle holders to receive non-cumulative preferential cash dividends, at an annual-rate 
of: 

7.20 per cent of the liquidation preference of $100 per Series C Share. 
and 6.35 per cent of the liquidation preference of E51.13 per Series D Share. 

These non-cumulative dividends are payable quarterly in arrears, when declared by the Company commencing 
on July 20, 1998 in the case of the Series C and D Preference Shares. 
Dividends are payable only to the extent that distributable profits of the Parent, as defined, for the preceding 
fiscal year are sufficient to cover the payment of dividends on the Preference Shares together with any dividends 
previously paid in the current fiscal year and any dividends proposed to be paid during the current calendar 
quarter, on either the Preference Shares or any other preference shares of the Parent or any affiliate ranking pari 
passu with the Preference Shares. Holders of the Preference Shares will have no other right to participate in any 
profits of the Company. 
The owners of common shares, unlike those of Preference Shares, have voting rights, the right to attend to 
General Shareholder's meetings and preemptive subscription right. 
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During 2002 and 2001, the Company's Board of Directors declared the following dividends on Preference Share 
to holders: 
2002- 

2001- 

Series of 
Pref-Shares 

Series A 
Series B 
Series C 
Series D 
Series C 
Series D 
Series D 
Series C 
Series C 
Series D 

Series of 
Pref-S hares 

Series A 
Series B 
Series C 
Series D 
Series B 
Series C 
Series D 
Series B 
Series C 
Series D 
Series B 
Series C 
Series D 

Date of 
Meeting 

January 28,2002 
January 28,2002 
February 26,2002 
February 26,2002 

May 27,2002 
May 27,2002 
July 22,2002 
July 22,2002 

October 28,2002 
October 28.2002 

Date of 
Meeting 

January 12,2001 
January 12,2001 
January 12,2001 
January 12,2001 

June 19,2001 
June 19,2001 
June 19,2001 
July 12,2001 

September 25,2001 
September 25,2001 
October 3 1,200 I 

December 13,2001 
December 13,2001 

Date of 
Payment 

April 12,2002 
April 12,2002 
April 20,2002 
April 20,2002 
July 20,2002 
July 20,2002 

October 20,2002 
October 20,2002 
January 20,2003 
January 20,2003 

Date of 
Payment 

April 12,2001 
April 12,2001 
April 20,200 1 
April 20,200 1 
July 12,2001 
July 12,2001 
July 12,2001 

October 12,2001 
October 20,2001 
October 20,200 1 
January 12,2002 
January 20,2002 
January 20,2002 

Dividend 
Paid 

Per Share 

9% annual 
9% quarterly 

7.20% quarterly 
6.35% quarterly 
7.20% quarterly 
6.35% quarterly 
6.35% quarterly 
7.20% quarterly 
7.20% quarterly 
6.35% quarterly 

Dividend 
Paid 

Per Share 

9% annual 
9% quarterly 

7.20% quarterly 
6.35% quarterly 

9% quarterly 
7.20% quarterly 
6.35% quarterly 

9% quarterly 
7.20% quarterly 
6.35% quarterly 

9% quarterly 
7.20% quarterly 
6.35% quarterly 

5. ASSETS DUE FROM PARENT 

The proceeds from the issuance of the Euro Medium Term Notes, and the Preference Shares were loaned to the 
Parent. 
With respect to the Euro Medium Term Notes, the loans to the Parent mature on the same date. The deposits 
relating to Euro Medium Term Notes originally issued by Argentaria Capital Funding earn interest at the same 
rate as the Notes. Some of the deposits relating to the issues transferred from BBVA Global Finance Limited earn 
interest at a rate different from the Notes rate. With respect to the Preference Shares, the loans accrue interest at 
approximately the same annual rate as the dividends, payable on the same dates as the dividends. 
With respect to the loan to the Parent related to the Issue 66-B, due 201 0, this loan was originally 
placed at a discount and amounted to €497,025,000. It will mature at an amount that matches the 
maturity amount of the related issue (€500,000,000). Therefore, this deposit earns implicit 
interest, which is the difference between the initial amount and the maturity amount. The 
Company recognizes such implicit interest over a period up to the maturity date of the issue, 
which is ten years from the issuance date. During 2002 and 2001, the income accrued for this 
issue was $280,581 and $266,148, respectively, and was recorded under "Interest income from 
Parent" caption, in the statements of operations and retained earnings as of December 31, 2002 
and 200 1. 
The detail is as follows: 
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Deposit 
I 

Deposits at Parent relating to: 
Issue 19 due 2010 
Issue 24 due 2005 

Issue 25 due 2007 

Issue 27 due 2015 
Issue 28 due 2015 

12.3 1.02 

Issue 38 due 2006 
Issue 66-A due 2007 

Issue 70 due 2007 

Issue 191 due 2010 

- , - . .  
EUR 497,025,000 

Issue 207 due 201 1 

Fixed 6.41 5% 522;117;299 
3,371,432,568 

Issue 221 due 201 1 
Issue 222 due 2016 
Issue 225 due 2016 

Issue 228 due 2016 

Issue 234 due 2016 

Issue 33 due 2004 (*) 

Issue 36 due 2005 (*) 
Issue 43 due 2006 r) 
lssue 5 1 due 2007 r) 
Issue 52 due 2009 (*) 
Issue 66-8 due 2010 (*) 

USD 2~,ood,000 
EUR 255,646,000 

Deposits at Parent relating to: 
Series A Preference Shares 
Series B Preference Shares 
Series C Preference Shares 
Series D Preference Shares 

Fixed 7.2625% 200,000,000 
Fixed 6.35% 268,095,898 

468,095,898 
3,839,528,466 

Date of 
issuance 

1995 
199s 

1995 

1995 
1995 

1996 
1997 

1997 

2000 

2001 

2001 
2001 
2001 

2001 

2001 

1995 

1995 
1996 

1997 

1997 
2000 

1995 
1595 
1998 
1998 

Outstanding at Amount I lnterest Rate I 

JPY 3,000,000,000 
EUR 13,613,406 

USD 100,000,000 

EUR 73,000.000 
JPY 10,000,000,000 

USD 250,000,000 
USD 150,000,000 

EUR 45,734,705 

EUR 750,000,000 

EUR 500,000,000 

EUR 60,000,000 
EUR 40,000,000 
EUR 50,000,000 

EUR 55,000,000 

EUR 56,000,000 

USD 99,115,290 

USD 148,344,000 
USD 199,740,000 

EUR 76,693,782 

EUR 227.623.152 

Fixed 3.45% 
Floating rate based on 6-month 

Aibor plus 0.90% 
Floating rate based on 3-month 

Libor plus 0.375% 
Fixed 6.35% 

Fixed €3,966,921 annual 
Fixed AUD 8,102,633 annual 

("1 
Fixed 6.375% 

Floating rate based on 3-month 
Libor plus 0.25% 

Floating rate based on 3-month 
Pibor plus 0.22% 

Floating rate bmed on 3-month 
Euribor plus 0.63% (3-month 

Euribor plus 1.13% from 
December 2,2005 on) 

Fixed 5.52% (Floating rate 
based on 3-month Euribor plus 

1.12% from July 4,2006 on) 
Fixed 5.729% 
Fixed 6.078% 

Floating rate based on 3- 
Month Euribor plus 0.6% 
Floating rate based on 3- 
Month Euribor plus 0.7% 
Floating rate based on 3- 
Month Euribor plus 0.7% 

Floating rate based on 6-month 
Libor plus 0.60% 

Fixed 6.97% 
Floating rate based on 6-month 

Libor plus 0.335% 
Floating rate based on 3-month 

Libor plus 0.19% 
Fixed 6.07% 

25,292,226 
14,276,379 

76,555,100 
84,307,420 

250,000,000 

47,961,985 

786,525,000 

524,350,000 

62,922,000 
41,948,000 
52,435,000 

57,678,500 

58,727,200 

99,115,290 

148,344,000 
199,740,000 

80,428,169 

238.708.400 

EUR 11,373,844 Fixed 9% 
EUR 90.884.556 Fixed 9% I 

i 

12.3 1.01 

22,924,573 
1 1,997.496 

100,000,000 

64,334,899 
76,415,244 

250,000,000 
150,000,000 

40,305,991 

660,974,988 

440,640.992 

52,877,999 
35,251,999 
44,064,999 

48,471,499 

49,352,799 

99,115,290 

148,344,000 
199,740,000 

67,590.228 

200.604.264 
438,5 12,132 

3,201,528,392 

10,023,766 
80,096,538 

200.000.000 
225;300;761 
515,421,065 

3,7 16,949,457 

(*) Issues transferred from BBVA Global Finance Limited. 
(") The Issue shall bear interest in AUD or EUR, in fixed amounts, at the option of the Company. 
Libor: London Interbank Offered Rate 
Aibor: Amsterdam Interbank Offered Rate 
Pibor: Paris Interbank Offered Rate 
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6. FAIR VALUE OF FINANCIAL INSTRUMENTS 

Issue 66-8 due 2010 

Depoaits at Parent linked to 

As required by Statement of Financial Accounting Standards ("SFAS) No. 107 "Disclosures about Fair Value of 
Financial Instruments", the Company presents estimated fair value information about financial instruments for 
which it is practicable to estimate that value. 
The actual carrying amounts and estimated fair values of the Company's financial instruments that are included 
in the balance sheets as of December 31,2002 and 2001 are as follows: 

522,117,299 618,555,918 438,512,132 
3,371,432,568 3,680,981,941 3,201,528,392 

I U.S. Dollars. 12.31.02 I U.S. Dollan 

Euro Medium Term Note 
Programme issues: 
Issue 19 due 2010 
Issue 24 due 2005 
Issue 25 due 2005 
Issue 27 due 2015 
Issue 28 due 2015 
Issue 38 due 2006 
Issue 66-A due 2007 
Issue 70 due 2007 
Issue 191 due 2010 
Issue 207 due 201 1 
Issue 221 due 201 1 
issue 222 due 2016 
Issue 225 due 2016 
Issue 228 due 2016 
Issue 234 due 2016 
issue 33 due 2004 
Issue 36 due 2005 
Issue 43 due 2006 
Issue 51 due 2007 
Issue 52 due 2009 
Issue 66-B due 2010 

Carrvina amount I Fair Value 

25,292,226 
14,276,379 

76,555,100 
84,307,420 

250,000,000 

47,961,985 
786,525,000 
524,350,000 

62,922,000 
41.948.000 
52,435,000 
57,678,500 
58,727,200 

100,000,000 
150,000,000 
200,000,000 

80,428,769 
239,809,927 
524,350,000 

30,990,290 
14,276,379 

90,593,497 
123,639,585 
292,940,414 

47,961,985 
766,525,000 
575,104,640 
70,170,030 
48,341,332 
52,435,000 
57,678,500 
58,727,200 

100.000.000 
167,098,142 
200,000,000 
80.428.769 

267,921,232 
626,020,879 

Carrying amount 

22,924,573 
11,997,496 

100,000,000 
64,334.899 
76,415,244 

250,000,000 
150,000,000 
40,305,991 

660.974.988 
440,649,992 

52,877,999 
35,251,999 
44,064,999 
48,471,499 
49,352,799 

100,000,000 
150,000,000 
200,000.000 
67,590,229 

201,529,957 
440,649,993 

3,377,567,506 I 3,690,852,874 I 3,207,392,657 
Deposits at Parent linked to 
issues: 
Issue 19 due 2010 
Issue 24 due 2005 
Issue 25 due 2005 
Issue 27 due 201 5 
Issue 28 due 2015 
Issue 38 due 2006 
Issue 66-A due 2007 
Issue 70 due 2007 
Issue 191 due 2010 
Issue 207 due 201 1 
Issue 221 due 2011 
Issue 222 due 2016 
lssue225due2016 
Issue 228 due 2016 
Issue 234 due 2016 
Issue 33 due 2004 
Issue 36 due 2005 
Issue 43 due 2006 
Issue 51 due 2007 
Issue 52 due 2009 

25,292,226 
14,276,379 

76.555. I 0 0  
84,307,420 

250,000,000 

47,961,985 
786,525,000 
524,350,000 

62,922,000 
41,948.000 
52.435.000 
57,678,500 
58,727,200 
99,115,290 

148,344,000 
199,740,000 
80,428,769 

238.708.400 

30,990,290 
14,278,379 

90,593,497 
123,639,585 
292,940,414 

47,961.985 
766,525,000 
575,496,999 

70,170,030 
48,341,332 
52,435,000 
57,678,500 
58,727,200 
99.1 15,290 

165,657,643 
199,740,000 
80,428,769 

267,706,110 

22,924,573 
11,997,496 

100,000,000 
64,334,899 
76.415.244 

250,000,000 
150,000,000 
40,305,991 

660.974.988 
440,649,992 

52,877,999 
35,251,999 
44,064,999 
48,471,499 
49,352,799 
99,115,290 

148,344,000 
199,740,000 
67,590,228 

200,604,264 

2.31.01 
Fair Value 

27,591,652 
11,997,496 

100,000,000 
70.991.902 

112,362,936 
294,994,627 
150.000,OOO 
40,305,991 

660,974,988 
440,649,992 

55,533.932 
37,987.794 
44.064.999 

49,352,799 
100,000,000 
161.927.614 
200.000.000 

67,590,228 
21 3,644,160 
501,293,808 

3.389.736.417 

48.471.499 

27,591,652 
11,997,496 

100,000,000 
70,991,902 

112,362,936 
294.994.627 
150,000,000 
40,305,991 

660,974,988 
440,649,992 

55,533,932 
37,987,794 
44,064,999 
48,471,499 
49,352,799 
99,115,290 

160,651,857 
199,740,000 
67,590,228 

213,581,006 
501,293,808 

3,387,252,796 



Preference Shares: 
Linked to Series A 
Linked to Series B 
Linked to Series C 
Linked to Series D 

The following assumptions were used by the Company in estimating the fair value of financial instruments for 
which it is practicable to estimate that value: 

(i) The face value of floating interest rate loans to Parent and floating interest rate Notes represents fair 
value as required by SFAS No. 107. 

10,023,766 10,821,918 
80,096,538 82,918,897 

200,000,000 206,451,794 200,000,000 213,820.201 
268,095,896 274335.465 225,300,761 236,061,759 
468,095,898 480,787,259 515,421,065 543,6zz,rr5 

3,839,526,466 4,161,769,200 3~16,949.45r 3,93o,ar5,5r1 

(2) Demand deposits at Parent- 

For these short-term instruments, the carrying amount is a reasonable estimate of fair value. 

(3) lnterest bearing loans to Parent- 

(a) 

(b) 

For the loans maturing within three months, the carrying amount is a reasonable estimate of 
fair value. 

For loans maturing in over three months, the fair value represents the present value of 
estimated future cash flows discounted at the Euro, YEN and USD zero coupon curve interest 
rates, as applicable, as of December 31,2002 and 2001. 

7. DERIVATIVE INSTRUMENTS 

In June 1998, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting 
Standards No. 133, Accounting for Derivative Instrument and Hedging Activities (SFAS 133). Statement 133, as 
amended, is effective for fiscal years beginning after June 15, 2000. The Company has not arranged any 
derivative transactions during 2002, consequently SFAS 133 has no impact on the financial statements as of 
December 31.2002. 

8, SUBSEQUENT EVENTS 

On February 11, 2003, the Company's Board of Directors, with the prior consent of the Bank of Spain, has 
approved to redeem its Series C Preference Shares on April 20, 2003, at a price of $100 per Preference Share 
plus the quarterly dividend accrued to April 20,2003. 
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SECTION 111: INFORMATION RELATING TO THE GUARANTOR 

3.1 General Information of the Guarantor BBVA Group S.A. 

Banco Bilbao Vizcaya Argentaria, S.A. (“the Bank” or “BBVA”) is a private-law entity governed by 
the rules and regulations applicable to banks operating in Spain. The Bank conducts its business 
through branches and offices located throughout Spain and abroad. 

On June 1, 1988, the Special Shareholders’ Meetings of Banco de Bilbao, S.A. and Banco de Vizcaya, 
S.A. resolved, inter alia, to approve the equal-footing merger of the two companies by dissolving 
them without liquidation and transferring en bloc to the new company, which adopted the name of 
Banco Bilbao Vizcaya, S.A. (BBV), by universal succession, the assets and liabilities of the two 
dissolved companies. 

On December 18, 1999, the Special Shareholders’ Meetings of Banco Bilbao Vizcaya, S.A. and 
Argentaria, Caja Postal y Banco Hipotecario, S.A. approved the merger of the two entities through the 
absorption of Argentaria by Banco Bilbao Vizcaya, S.A. The Shareholders’ Meetings also approved 
the audited merger balance sheets of the two entities as of September 30, 1999. After the mandatory 
time periods had elapsed and the relevant administrative authorisations had been obtained, on January 
25, 2000, the related public deed was executed, the registration of which at the Vizcaya Mercantile 
Registry on January 28, 2000, determined the legal effectiveness of the merger, and simultaneously 
the corporate name of Banco Bilbao Vizcaya, S.A. was changed to Banco Bilbao Vizcaya Argentaria, 
S.A. 
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3.2 Capitalisation 

ISubordinated debt I 7,439 I 

CAPITALISATION 

Debentures and bonds 
Promissory notes 
Total lona-term debt 

The following table sets out the consolidated capitalisation and indebtedness of BBVA as at 3 1 March 
2004. 

31,996 
5,647 

45.082 

ILong term debt I I 

I 
1231 1 iRetained earnings and other reserves 

!Capital stock 1,662 
Total stockholders eauitv 14,173 

 stockholders equity I 
I 

IMinoritv interest I 4,597 I 

Source: Banco Bilbao Vizcaya 

Save as disclosed in the capitalisation table, there has been no material change in the 
capitalisation, indebtedness, contingent liabilities and guarantees of the BBVA Group since 3 1 March 
2004. 

3.3 Financial information of the Guarantor 





DUVA annual report 2003 

HIGHLIGHTS 

"In 2003 BBVA entered a period 
of clear dynamic profitable growth 
which will be consolidated further in 2004." 
Francisco Gonz6lez, Chairman and CEO 

> > >  

BBVA GROUP HIGHLIGHTS 
1CONSfL4MTEo SIGURES) 

BqlANCE SHEET (millions of euros) 
Total assets 
Total lending (gross) 
On-balance-sheet customer funds 
Other customer funds managed 
Total customer funds managed 
Shareholders' funds" 

31-12-03 
US$''' Euros . X 31-12-02 

362,670 287,150 2.7 279,542 
193,581 153,271 4.7 146,413 

230,916 182,830 1.3 180,570 
142,812 113,075 3.9 108,815 

373,728 295,905 2.3 289,385 

15,674 12,410 0.5 12,354 

INCOME STATEMENT (milliok of euros) 
Net interest income 
Core revenues 
Ordinary revenues 
Operating profit 
Operating profit (accounting for Argentina and Brazil by the equity method) 
Pretax profit 
Net attributable profit 

" " "  

DATA PER SHARE AND MARKET CAPITALIZATION 
Share price 
Market capitalization (millions of euros) 
Net attributable profit 
Book value 
Dividend 

PER (Price/eamings ratio: times) 
P/BV (Pricdbwk value ratio; times) 

31 -12-01 

309,246 
156,148 

199,486 
124,496 
323,982 

13,315 

7,626 6,741 (13.7) 7,808 8,824 

11,316 10.004 (12.8) 11,476 12,862 

12,053 10,656 (12.9) 12,241 13,352 

5,537 4,895 (12.2) 5,577 5,599 

5,523 4,883 (4.3) 5,103 5,042 

4,312 3,812 22.2 3,119 3,634 

2,519 2,227 29.5 1,719 2,363 

13.83 10.95 20.1 9.12 13.90 

44,198 34,995 20.1 29,146 44,422 

0.79 0.70 29.5 0.54 0.74 
4.90 3.88 0.3 3.87 4.17 

0.485 0.384 10.3 0.348 0.383 
15.7 17.0 18.8 
2.8 2.4 3.3 
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NcT ATTRIBUTABLE PROFIT 
MnuwIS QF EURbrsr 

2,363 
-...- "-. 18.0 
t29.5X 

2 221 

. . - - - -. 

profit I Average equity) 

ERiciency ratio 

NPL ratio 

NPL coverage ratio 

CA IOS (BIS regulations) (K) 
Total 

Core capital 
TIER I 

OTHER INFORMATION 
Number of shares (millions) 

Number of shareholders 
Number of employees 

Spain 

Americam . Rest ot the world 
Number of branches 

Spain 
*Americam 

(1) 11,1Iexcludingmeenrwrdinar).wraedormsrecorded inhelmquarter d2002. 

31-12-03 31-12-02 31-12-01 

i! >97* 

1.75 1.93 1 -85 
18.4 13.7 18.0 
1.04 0.85 0.99 
1.74 1.48 1.78 
47.2 47.2 50.4 
1.74 2.37 1.71 
166.3 146.8 221.6 

- 'I ~ 

< A  

12.7 12.5 12.6 
6.2 5.9 6.0 
8.5 8.4 8.5 

3,196 3,196 
1,158,887 1.1 79,074 

86.197 93,093 
31,095 31,737 
53,100 59,293 
2,002 2,063 
6,924 7,504 
3,371 3,414 
3,353 3,886 - Rest of the world 200 204 

(1) Exchange rates USKI -Balance shm €0.791766/USI 1 (12131103) - l n m e  swement UG44048/US$l (M(u average) 
(2) Aher distribution of i n m e  lor the year. 
(3) Including those relating to the BBVA Group's banking and pension fund manapnenl activities In all he LaUn-American cwntrles In whkh It is presenr 
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3,196 
i.203.a28 

98.588 
31,686 
64,835 
2,067 
7,988 
3,620 
4,161 
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LETTER FROM THE CHAIRMAN 

This is the second year running that BBVA 
publishes its Corporate Social Responsibility 
Report, We consider it an ideal way to 
demonstrate our accountability to all our 
stakeholders: our shareholders, our customers, 
our employees, our suppliers and society as a 
whole. It describes what we have done and 
what we aspire to do to comply with our vision 
statement: working towards a better future for 
people. 

Much more than a slogan, our mission 
statement is a tool to guide our organisation’s 
conduct - a burning ambition. We believe in it 
and we stand accountable for it. A big 
financial group like BBVA, owned by nearly 
1,200,OO shareholders, serving 35 million 
customers in 35 countries, with over 86,000 
employees, has an important impact on the 
lives of all these people and their societies. It 
has to acknowledge its duties towards them. It 
has to do more each day to serve them and it 
has to do it better. These commitments are 
reflected in this report. Along with the report 
on the Bank’s activities (which provides the 
financial results of our endeavours) and the 
report on corporate governance (which refers 
to our efforts to implement good governance) 
it provides a comprehensive overview of all we 
have done and all we want to do to be better 
each day. 

This second report is considerably more 
detailed than last year’s; we believe that detail 
forms part of our undertaking to disclose 
information as transparently as possible. It has 
been drawn up following criteria from the 
Global Reporting Initiative (GRI). We have 
observed both the general guidelines and the 
specific recommendations it gives in its 
supplement on financial services. Our report is 
intended to be a reasonable, balanced 
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Business nowadays must recognise and define its 
role in society.” 

presentation of the economic, environmental 
and social performance of our enterprise. 

Business nowadays must recognise and 
define its role in society. Our company is 
committed to its material, natural and social 
environment, This is not a fad or a public 
relations strategy, but common-sense. These 
kinds of commitment make for better business 
in all senses of the word: 

Better and more profitable, because 
consumers appreciate the commitments and 
take them into account when selecting a 
supplier, and stay loyal to a supplier they 
feel good about. 
Better and more integrated, because 
employees feel proud to be part of a 
committed company, and their pride 
strengthens their ties to the business, 
diminishing wasteful churn of talent and 
boosting performance. 
Better and more efficient, because a socially 
responsible business, especially one that 
cares about its environment, can do more 
with less. It does not waste resources in its 
production processes and it lives up to its 
commitment to pass on a more sustainable 
environment to future generations. 
Better and with more future, because a 
commitment to corporate social 
responsibility clearly strengthens the 
company’s reputation and its brand. 
Although intangible, these are strategic 
elements in building the company’s future. 
In BBVA, we believe in this new concept of 

how a business should be. As I have said on 
several occasions, I believe that corporate 
social responsibility is not just a set of good 
principles or best practices. Rather, it is a 
philosophy that is profitable for the enterprise, 
as it adds value. 
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In recent years we have taken decisive steps 
to consolidate our corporate social responsibility 
strategy. Amongst other things, we have 
approved and implemented a BBVA system of 
corporate governance, specific details of which 
are given in a separate report. This system has 
been well received, both in Spain and abroad. 
Although some elements are yet to be fully 
developed, I consider our system to be a sound 
guarantee for our stakeholders, for the business 
community and for society wherever we work. 

of conduct for the BBVA Group and our 
environmental policy, setting up a monitoring 
committee to enforce it. BBVA has been 
accepted onto the two main indexes for socially 
responsible companies: the Dow Jones 
Sustainability Word Index (DJSWI) and the 
lTSE4Good. 

I would also like to make a very special 
mention of the efforts we have put into 
implementing The BBVA Experience, both in- 
house and in society at large. This is something 
that has very close ties to our corporate social 
responsibility. Because our vision, our 
principles of corporate culture and our 
commitments help us to establish our own, 
unique niche; they set us in a class apart. They 
define us amongst ourselves, with respect to 
our shareholders, customers and suppliers, but 
also with respect to our competitors and 
society as a whole. 

Our corporate principles make it very clear 
what we have to do to help society to develop 
in the areas where we work. 

But we would not be comfortable with a 
mere declaration of ideas. We must turn our 
commitment into fact, with results that we can 
feel inside the company and that people can see 
from outside too. That is what The BBVA 

In December 2003, we also approved a code 
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LETTER FROM THE CHAIRMAN 

“ Our staff have always had an important sense of 
social duty, trying to make corporate responsibility 
part and parcel of their professional life.” 

Experience is all about. It provides us with a 
consistent, practical guide to who we are, what 
we want and how we mean to achieve it and 
communicate it. It is a way of linking our 
principles of corporate culture with our 
everyday business operations. The degree to 
which we put our principles into practice is the 
yardstick of the depth and earnest nature of 
our commitment. 

All of these advances would be incomplete 
without a process we have been implementing 
throughout 2003 and will take further in 2004: 
our Action Plan in Society. All the banks that 
make up today’s Group and BBVA itself have 
deep-rooted ties to their respective societies, 
where they have long been important patrons of 
the local arts, sciences, culture and social events. 
However until now, little attempt was made to 
connect these endeavours in a systematic manner 
that could give them a more focused significance. 

When deciding how we want to operate in 
society, we must take into account who we are 
and what is expected of us. We have come up 
with a plan that matches our personality, what 
we say and what we do. That is why we have 
focused on families. We speak of families in the 
plural, because we recognise that in our society 
there is no single model that defines the family 
as an institution. Families come in all shapes 
and sizes, 

It is to all these families that we address our 
social programmes, applying special criteria to 
help them deal with their particular financial 
needs. And we begin with the most special (and 
most essential) event of all: the birth of a child. 
Our zero-interest New Baby Loan epitomises 
our philosophy: we are working towards a 
better future for people, ie, we are helping 
people to construct their future at precisely the 

moment when this is uppermost in their minds, 
with the arrival of a new child. 

But that is just the beginning. Along with 
our programme of social financial initiatives, 
we have also set up the BBVA Family Centre. 
This is our way of channelling concern related 
to today’s family. We want to provide society 
with a forum for debate, somewhere it can find 
true and independent information to help it 
form a more balanced view of today’s families 
and their new and old problems, without 
getting bogged down in hackneyed clichis. 

These initiatives have not sprung up in a 
vacuum. Our staff have always had an 
important sense of social duty, trying to make 
corporate responsibility part and parcel of their 
professional life. This is something they believe 
in and it guides their actions. Let me reiterate 
something we are proud of: we are building on 
a rich history of contribution to the societies 
where we work. 

This year, the Group -largely through its 
foundations- has invested more than 34 million 
euros in actions of social interest. These 
resources have gone into diverse initiatives, all 
of them important to us. For example, opening 
our own art collections to the public or 
contributing to exhibitions of prominent artists 
such as Vermeer at the Prado Museum or 
Calder at the Guggenheim, Chillida at the Mir6 
Foundation or Matisse at the IVAM. Or 
developing programmes to help research in 
economics, social sciences, biomedicine and 
health sciences, and public opinion, through 
the BBVA Foundation and the Bank’s other 
foundations in Latin America. Or rewarding 
the best initiatives to improve the quality of 
teaching. Or continuing to promote our BBVA 
Quetzal Route, a magnificent bridge of 
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understanding between young people on either 
side of the Atlantic. 

All our specific initiatives, all our plans for 
the future, are formed by one guiding principle 
that a big financial group like ours cannot afford 
to lose sight of. This principle epitomises our 
vision and is something we try to apply in the 
work we do on a day-to-day basis: to provide 
our shareholders with sustained, profitable 
growth; to provide our staff with resources and 
conditions to make their work a way of finding 
self realisation and professional satisfaction; to 
establish fair, balanced agreements with our 
suppliers; and to offer a firm commitment to the 
societies in which we work. 

mutually beneficial, long-term relationship with 
all our customers, helping them make their 
dreams come true and putting their plans into 
action, growing with them and being there 

And above all, to establish a balanced, 
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whenever they need us. All our corporate 
communication bears the word “adelante” 
(forward!). This is both a challenge and an 
invitation. A challenge that obliges us to offer 
ever better solutions to our customers, 
increasingly tailored to their personal needs. And 
an invitation to all of them to travel down the 
road with us towards a future in which we will 
become better day-by-day. 

Count on us to do our part. We mean it 
when we say: adelante. 

Francisco Gonzdez Rodriguez 
Chairman of BBVA 
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BBVA: READY TO GROW 

BBVA started a new era in 2002. At that time a 
new way of understanding the Group was 
defined: a new customer-centric business model 
based on diversification, outstanding risk 
management and the continuous improvement 
of productivity and efficiency through 
innovation, At that time, the macroeconomic 
data signaled an economic slowdown and, 
accordingly, BBVA commenced the intense work 
of adapting to that new environment. The 
following months confirmed those trends and 
significant geopolitical uncertainty added to the 
macroeconomic weakness. 

to strengthen the Group's fundamentals. The 
optimization of risk management, the 
maintenance of high balance-sheet solvency 
levels and improving productivity were shaped 
as the main keys to successfully coping with a 
complex environment, without losing sight of 
the medium- and long-term and working on 
new growth projects with one clear objective: to 
be among the top three banks in the Euro Stoxx 
50 (an index that includes the main companies 
in the euro zone) in terms of growth in earnings 
per share, return on equity and efficiency ratio. 

The correct management of credit and 
structural risk has borne fruit: BBVA now has 
the highest coverage ratio (201%) and one of the 
lowest nonperforming loan ratios (1.31%) of its 

Against this backdrop, BBVA's strategy was 

main competitors in the Euro Stoxx 50. At the 
same time, the Group has sound capital ratios: 
core capital of 6.2% and a BIS ratio of 12.7%. 

BBVA has also improved its risk profile and 
has a suitable business mix: the domestic 
businesses (Retail and Wholesale Banking and 
Corporate Activities) generate 68% of attributed 
profit and America accounts for 32%. 

key areas on which BBVA's management has 
rested in recent years. A very considerable effort 
has been made in this area, not only to effectively 
harness the potential synergies arising from the 
integration of the networks after the merger, but 
also to implement continuous improvements in 
processes and in the approximation of the 
businesses to their respective markets. The 
productivity improvements obtained in these years 
were transformed into ongoing improvements in 
efficiency for both the Group and each business 
area. Now BBVA, with an efficiency ratio of 
46.6%, is more efficient than its main 
competitors. 

ago has met the targets set with regard to 
strengthening the Group. In fact, during this 
period BBVA has maintained an excellent level of 
creditworthiness at the head of the major banks in 
the euro zone and, at 2003 year-end, according to 
the latest available data, BBVA was among the top 
three in the following aggregates: growth in 
earnings per share, ROE and efficiency. 

Productivity management is another one of the 

In short, the strategy embarked upon two years 
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In the last two years the improvement in 
productivity and the optimal risk management 
have been key objectives for the BBVA Group, 
but not the only ones; in 2002 and 2003 BBVA 
undertook a significant structural transformation 
process that gave rise to the following specific 
actions: the BBVA Experience, Corporate 
Governance, Social Responsibility, a new 
organizational model and a new management 
team. 

that goes beyond traditional brand management 
because it brings together a company’s main 
intangible assets: its brand, its corporate culture 
and its corporate reputation. This is a project 
with a wide scope, which has been launched in 
Spain and Latin America, and consisted of the 
development of a significant role for all the 
Group’s stakeholders (customers, employees, 
shareholders and society) and its internal and 
external implementation. 

The renewal of corporate culture is a key 
factor in this context, and has made it possible 
for the BBVA Experience to exist and to generate 
business and internal cohesion. BBVA now has a 
solid corporate culture that defines the life of the 
Group, affects its way of doing things and enables 
it to successfully meet the challenges of the future. 

The BBVA Group has also accepted the 
importance for large institutions of a system of 

The BBVA Experience is an innovative project 
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Corporate Governance that lays down principles 
to orient the structure and functioning of its 
management bodies in the interests of the 
Company and its shareholders. Corporate 
Governance is a central element of management 
in the BBVA Group, and reflects the Group’s 
ethical and corporate responsibility 
commitment, for the purpose of generating 
confidence. This is a dynamic model that will be 
fine-tuned over the course of time on the basis 
of the demands made on it by society. 

As part of this area of Corporate 
Governance, in January 2004 BBVA launched a 
new Code of Conduct, which covers all the 
Group’s executives and employees. The Code is 
based on four key values: respect for the dignity 
and the rights of the individual, strict 
observance of the law, respect for the equality of 
individuals and their diversity, and professional 
objectivity, 

In the last two years the BBVA Group has 
also made significant progress in Corporate 
Social Responsibility, where it has become a 
benchmark for European financial entities, 
and it firmly intends to continue to progress in 
this area. 

Another important internal transformation 
milestone in 2003 was the definition of the 
BBVA Group’s new organizational model that 
enables it to meet the new challenges and 
opportunities in the industry and has brought 
the organization closer to the demands of 
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society. This reorganization gave the BBVA 
Group a more flexible structure, gave the 
business units more autonomy and focused more 
closely on the current and future needs of the 
company and the business. This model made it 
possible to reduce the number of business areas 
to three: Retail Banking Spain and Portugal, 
Wholesale and Investment Banking and America 
while Human Resources and Services, Systems 
and Operations, Risk and Financial 
Management were established as support areas. 

Lastly, in October 2003, the BBVA Group 
restructured its management team by expanding 
it to 1,690 people and adapting its management 
model to the new era that started in 2002 and to 
the new corporate culture that came into force 
in the same year. The new model focuses clearly 
on the customer. In fact, of the current 1,690 
members, two thirds belong to the Group’s three 
business areas referred to above. The BBVA 
management team’s new management policy is 
based on the executive’s duties and 
responsibilities and transparency, and is in line 
with the strictest international standards. In 
short, this boosts the concept of a flexible, 
transparent organization, facilitating the 
professional development of BBVA’s executives. 

Considering the difficult macroeconomic 
climate which typified 2003, the BBVA Group 
can be given top marks for its position at the 
end of a year in which it even exceeded its own 
initial projections. 

amounted to €2,227 million, 29.5% up on the 
previous year. This sizable increase in profit 
was achieved following the continuous 
improvement in all income items of the 
statement of income and was supported by the 
sustained recovery of the activity of the 
Group’s three business areas, despite the 
weakness of the dollar and the Latin-American 
currencies against the euro and the 
pronounced decline in interest rates to 
extremely low levels. 2003 was clearly a year 
in which things went from less to more, as 
BBVA predicted to the financial markets at the 
beginning of the year. 

This positive performance of profit resulted 
in large rises in profitability ratios in the year: 
ROE stood at 18.4%, in comparison with 
13.7% in 2002 and ROA climbed to 1.04% 
from 0.85% the previous year. The proposed 

Net attributable profit in the year 
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dividend per share of €0.384 exceeded the 
figure for the previous year by 10.3%. 

Efficiency also improved in the year and 
dropped to 46.6% (with Argentina and Brazil 
accounted for by the equity method) from 
47.6% in 2002, by virtue of zero growth in 
expenses in all domestic businesses and an 
increase in expenses in America which was 
lower than the region’s average inflation rate. 

Also worth noting were the fall in the 
nonperforming loan ratio to 1.31 %, excluding 
Argentina and Brazil (1.70% as of December 
31,2002), the rise in coverage to 201.1’70 
(191.1% as of December 31,2002) and the 
strengthening of the Group’s already favorable 
capital ratios. Core capital rose to 6.2% (5.9% 
last year), Tier I advanced to 8.5% (8.4%) and 
the BIS ratio increased to 12.7% (12.5%). 

The activity in Retail Banking Spain and 
Portugal showed a clear recovery. Accordingly, 
this business area ended the year with year-on- 
year growth in lending of 13.9% (in 
comparison with 10.3% in March 2003) and 
of 9.0% in customer funds (0.6% in March). 
The main characteristics of Retail Banking in 
the year were the launch of innovative and 
creative solutions in a broad spectrum of 

banking products and services and taking 
advantage of better market conditions for its 
customers: solutions for insurance, mortgages, 
SMEs, second-generation mutual funds and 
pensions. This incessant activity is continuing 
in 2004, when a new commercial offensive 
was launched in mortgages. 

an excellent year, showing highly recurrent 
earnings. Thus, net attributable profit grew 
22.5% to €468 million in a difficult year for 
this business. The franchise was strengthened 
by strong progress in efficiency which now 
stands at 31.7%. The important achievements 
of Wholesale Banking in the year were the 
result of an innovative strategy based on using 
its own clearly customer-oriented business 
model and, a t  the same time, combining the 
overall vision, characteristic of a multinational 
group like BBVA, with local vision in each of 
the countries and markets where it is present. 

America achieved a 24.0% increase in net 
attributable profit (disregarding the effect of 
the exchange rate) and showed higher levels 
of activity: a year-on-year increase of 8.3% in 
lending and 12.5% in customer funds, with 
widespread gains in share in most markets. 
Mexico was a key contributor, achieving 
record levels of net attributable profit in 
2003. The America business area was also 
very active throughout 2003 in the 
development and implementation of strategic 
business plans: the launch of “Project 
Customer”, the development of quality 
improvement plans, the customer 
segmentation plan, the extension of the use of 
global banking and lending models to 
America and the new international private 
banking model. 

year was reflected in the growth of BBVA’s 
share price during the year: it appreciated 
20.1% in 2003 in comparison with the 15.7% 
increase in the Euro Stoxx 50 Index. 

Wholesale and Investment Banking ended 

The upturn in activity and earnings in the 
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At the beginning of 2004, BBVA decided to 
make a tender offer for 40.6% of BBVA 
Bancomer in order to raise its holding in the 
Mexican bank from 59.4% to 100%. This 
transaction enabled the BBVA Group to 
consolidate its firm commitment to Latin 
America and, in particular, to Mexico’s 
economy which has become firmly established 
as one of the Group’s growth levers in the 
next few years. 

BBVA Bancomer is the largest financial 
franchise in Mexico and the leading private 
banking group in Latin America. It is leader in 
its domestic market both in the banking 
business (number one by market share in 
lending and customer funds), and in the 
nonbanking business (number one in 
bancassurance and the transfers business and 
number two in the pensions business). 

BBVA Bancomer has an excellent 
competitive position: it has more than nine 
million customers; it stands out due to its 
commercial strength (number one in branches 
with a market share of 24.2%) and powerful 
brand image (number one in brand 

recognition and preference). Furthermore, its 
distribution network is ranked first in 91% of 
the states of Mexico. 

Since it took over management of BBVA 
Bancomer in mid-2000, BBVA has performed 
very satisfactorily: it pushed net profit up 
from MXP 1,681 million in 2000 to MXP 
7,653 million in 2003 and obtained an 
efficiency ratio in local currency of 53.3% in 
2003 in comparison with 69.9% in 2000. The 
market appreciated and rewarded BBVA’s 
successful management of the bank and BBVA 
Bancomer’s shares have appreciated 111 % 
since mid-2000. 

This excellent management track record, 
together with Mexico’s current favorable 
macroeconomic data and its outlook (increasing 
importance and weight of the Mexican 
economy in the international financial scenario, 
strong interconnection with the US economy, 
high growth potential, record low interest and 
inflation rates, small public debt, low country- 
risk) are factors which led to the tender offer 
presented to the markets on February 2,2004. 

BBVA will pay MXP 12 in cash for each 
share of BBVA Bancomer, which represents a 
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premium of 13.7% on the closing price on 
Friday January 30 and a premium of 
18.9% on the average market price in the 
30 preceding sessions. The amount of the 
tender offer, the purpose of which is to take 
BBVA Bancomer private, is MXP 45.2 
billion, approximately €3,300 million. 

The acquisition will have an immediate 
positive impact on the EPS of BBVA, 
enabling the Group to accelerate its growth, 
it has no integration risks and fits within 
BBVA's profitable growth strategy. 

core capital at  year-end, the offer will be 
financed through three channels: firstly, 
through the core capital generated in 2004; 
secondly, through recent divestments from 
the Group's industrial portfolio and of 
non-strategic financial holdings; and 
finally, through the recent capital increase 
which took place on February 4,2004, 
when €2,000 million of new shares were 
placed with institutional investors. The 
placement was completed successfully in 
only four hours and was oversubscribed 
1.7 times. 

In order to maintain its objective of 6% 

Having ended an outstanding year in 2003 and 
presented the tender offer for BBVA Bancomer, 
the BBVA Group is optimistic about its future for 
several reasons. 

Firstly, in times of high uncertainty, BBVA has 
been able to consolidate its sound competitive 
position in terms of solvency, asset quality, 
profitability and productivity. 

Secondly, because BBVA has a clear growth 
strategy for each of the three business areas. The 
earnings obtained support its strategy. Also, 
BBVA has managed to gain a foothold in markets 
and businesses with high growth potential. 

Thirdly and lastly, because everything seems 
to point to a macroeconomic recovery in 2004, 
which will be particularly noteworthy in Latin 
America. 

In short, BBVA's strategy during recent years 
has laid the foundations for growth. 
Consequently, 2004 must be the year of growth. 
For this reason, the business areas will continue 
to implement the strategic plans which began in 
recent years and will remain in a leading position 
in the launch of innovative and creative solutions 
for its customers. 
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The long-awaited recovery of the world 
economy again suffered a setback at the 
beginning of 2003, due to uncertainties 
relating to the business sector and those caused 
by the new risks arising from the geopolitical 
situation, In this context, employer, consumer 
and investor confidence suffered and interest 
rates remained low. 

end to the uncertainties. Although the 
geopolitical risks waned, the timid signs of 
growth increased fears of a recession and a 
period of deflation, which triggered a drop in 
long-term interest rates, which was also the 
result of the reference interest rate cuts by the 
Federal Reserve and the European Central 
Bank in June to historical lows of 1.0% and 
2.0%, respectively. 

Expectations changed radically from the 
summer onwards. When the third-quarter 
indicators started to emerge, there was 
growing optimism and increased confidence, 
particularly in the business sector, for a 
number of reasons. 

Firstly, not only did a recovery in the U.S. 
appear likely, but also the improved 
expectations concerning the Japanese economy 
and the dynamism of the Chinese economy 
lent greater solidity to the growth phase, since 
they reduced the world economy’s dependence 
on the health of the U.S. economy. 

Second, there were indications that, after 
almost three years of cutbacks, the business 
sector might be prepared to increase its capital 
expenditure, in view of the reduction in 
indebtedness, the lengthening of borrowing 
terms and the increased self-financing capacity. 
In addition, the low interest rates, the recovery 
of stock markets and the reduction in 
corporate debt spreads provided companies 
with favorable borrowing conditions. 

productivity in the US., albeit based on the 
reluctance of companies to hire employees, 

The war in Iraq in the spring did not put an 

Lastly, it was considered that the improved 

had a component of permanence that would 
continue to sustain business activity in the 
future. 

Accordingly, long-term interest rates 
increased in the second half of the year and 
there were signs that the official interest rates 
would be increased in 2004. 

However, whereas US. economic growth 
was gathering pace, the value of the U.S. dollar 
continued to slide. The explanation for this 
apparent paradox lies in the fear that the 
growth was not sustainable after the factors 
stimulating demand had ceased to exist, since 
because the current account deficit was at an 
all-time high, there was a significant 
dependence on foreign saving, making this 
economy vulnerable, particularly if foreign 
investors restrict their flows of capital. 
However, the value of the U.S. dollar did not 
fall against all currencies. It did so against 
currencies such as the euro, which dampened 
expectations of a recovery in Europe, but it did 
not fall against others such as the Chinese 
yuan. 

Growth in the euro zone was weak, 
reaching around 0.5% of GDP, and was even 
lower in some of the main economies, such as 
France and Germany, although the prospects 
for 2004 are more promising. In 2003, as in 
previous years, Spain achieved GDP growth 
which, at around 2.4%, was higher than the 
figure for the European Union as a whole, 
although inflation is still running a t  levels 
higher than the EU average. 

In Latin America, following the drop in 
economic activity of half a percentage point in 
2002, the region’s GDP grew by a modest 
1.2%, which was more moderate than was the 
case in times of recovery from past recessions. 
In Mexico, the economy grew at a rate of 
1.1%, due to the weakness of U.S. industrial 
activity, although inflation fell once again and 
the reactivation of private-sector lending was 
consolidated. There was zero growth in Brazil 
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due to the policies aimed at reducing demand 
aimed at containing inflation and controlling 
public debt. Argentina witnessed the highest 
growth, of 8%,  as a result of a “rebound 
effect” following four years of recession. 2003 
was also a good year for Chile, Colombia and 
Peru. In contrast, Venezuelan GDP fell again 
(by 9.3%) in 2003, partly as a result of 
political instability. 

In general terms, the modest economic 
upturn in the region in 2003 was due to the 
positive performance of exports, since 
domestic demand remained depressed. In 2003 
there was a record trade surplus as a result of 
the dynamic export scenario, fostered by the 
depreciation of the currencies in the region 
and, in particular, by the increase in the price 
of basic necessities, which are the main exports 
of the region, due to the upturn in demand in 
developed countries and in China. Mexican 
exports did not benefit, however, from this 
effect, as a result of the relatively low 
percentage of total exports represented by raw 
materials and because its commercial 
integration with the US. means that its export 
sales are directly dependent on U S .  industrial 
production figures. 

The high trade surplus contributed to the 
Latin American current account surplus in 
2003 which, together with the improved 

flows of capital, led to an accumulation of 
reserves. Net private capital flows increased 
with respect to 2002, although they remain 
low because direct foreign investment, which 
represents a significant part of foreign 
financing in these economies, continued to 
drop and, at present, only accounts for 50% 
of the level achieved at  the end of the 
nineties. 

long-term interest rates a t  an all-time low, 
resulted in a very favorable cost of financing, 
which many countries took advantage of in 
order to make sovereign issues and cover 
financing needs for 2004. For 2004 domestic 
demand is expected to recover in the region, 
which could achieve GDP growth rates that 
are more in line with its potential. 

In addition to the sharp fall in interest rates 
in most countries, 2003 was also characterized 
by a significant fall against the euro by the 
US. dollar, which dragged most of the Latin 
American currencies down with it. The table 
below shows the trend in the last two years in 
both the year-end exchange rates (used to 
translate the balance sheets and business 
aggregates to euros) and in the cumulative 
average exchange rates for each year (used to 
translate the income statements in local 
currency to euros). 

The low sovereign spreads, together with 

- - - - ~ - - - 
Mexican peso 

Venezuelan bolivar 

Colombian peso 

Chilean peso 
Peruvian new sol 
Argentine peso 
U.S. dollar 

(1) Expressed in currenqhm. 

Year-end Exchange Ra?es 
. X on . %on 

31-12-03 previous year 31-12-02 previous year 

14.1882 (22.7) 10.9700 (26.4) 
2,020.20 (28.1) 1,453.49 (53.5) 

3,508.77 (14.4) 3,003.00 (32.9) 
748.50 0.9 755.29 (22.9) 

4.3810 (15.9) 3.6867 (17.7) 

3.7195 (4.8) 3.5394 (75.1) 
1.2630 (1 7.0) 1.0487 (1 6.0) 

” - ”  
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Averaqe Exchanqe Rates 
. %on . %on 

12.2131 (25.0) 9.1639 (8.7) 
1,828.15 (39.2) 1,112.35 (41.7) 

3,246.75 (26.5) 2,386.63 (13.6) 

779.42 (16.1) 653.59 (12.9) 

3.9347 (15.4) 3.3289 (5.7) 

3.3363 (9.5) 3.0192 (70.4) 

1.1312 (16.4) 0.9454 (5.3) 

2003 previous year 2002 previous year 
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Earnings 
NET INTEREST 
INCOME 

CORE REVENUES 

ORDINARY 
REVENUE5 

OPERATING PROFIT 

INDUSTRIAL 
PORTFOLIO 

PROVISIONS AND 
EXTRAORDINARY 
ITEMS 

PROFIT AND ITS 
DISTRIBUTION 

The BBVA Group's net attributable profit in 
2003 amounted to €2,227 million, an increase 
of 29.5% with respect to the €1,719 million 
obtained in 2002 (42.7% excluding the effect 
of the depreciation of the Latin-American 
currencies on earnings in the region). Also, the 
net income obtained by the Group was 3.8% 
higher (12.1% at constant exchange rates) 
than the €2,146 million that would have been 
obtained in 2002 had it not been for the 
extraordinary writeoffs recorded in the fourth 
quarter of that year, which was the target set 
by Group management for 2003. 

Consequently, ROE was 18.4%, an 
improvement on the 13.7% obtained in 2002 
(and on the 17.1% that would have been 
obtained without the aforementioned 
extraordinary writeoffs), and earnings per 
share increased by 29.5% to €0.70, the same 
increase as the net attributable profit. 

The positive ROE, earnings per share and 
efficiency ratio performance of the Group in 
2003 put BBVA in a clearly leading position 
among the large banking groups in the euro 
zone in these significant ratios, which were set 
as benchmark objectives for Group 
management. 

line in 2003 was the result of its proven 
capacity to generate revenues -against a 
backdrop of low interest rates in the Spanish 
and Latin American markets-, of its 
permanent control of costs, back to normal 
performance of income by the equity method 
and of the writeoffs recorded in 2002 due to 
extraordinary factors. 

Bradesco, which meant that the results obtained 
in Brazil are included by the equity method, and 
the accounting instability in Argentina in 2002, 
the accounting income statement is presented 
together with a consolidated management 
income statement in which the results obtained 
in Argentina and Brazil in 2002 and 2003 are 

The improvement in the Group's bottom- 

In view of the sale of BBV Brazil to 
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included by the equity method; however, this 
does not give rise to a change in the attributable 
profit. Unless otherwise stated, the following 
comments refer to this management income 

statement, which enables the Group’s earnings 
to be analyzed in a uniform way. 

Similarly, the sharp depreciation of the 
Latin-American currencies and the US. dollar 

ATED INCOM EMEN 
UROS) 

Financial revenues 
Financial expenses 
Dividends 

NET INTEREST INCOME 
Net fee income 

CORE REVENUES 
Net trading income 

2M)3 . %  2002 2001 

12,537 (27.2) 17,234 21,608 
(6,260) (36.0) (9,784) (13,279) 

464 29.6 358 495 

6,741 (13.7) 7,808 
3,263 (11.1) 3,668 

8,824 
4,038 

10,004 (12.8) 11,476 12,862 
652 (14.8) 765 490 

6 (12.9) 12,241 13,352 

Personnel costs (3,263) (11.8) (3,698) (4,243) 
General expenses (1,768) (14.7) (2,074) (2,482) 

GENERAL ADMINISTRATIVE EXPENSES 
Depreciation and amortization 
Other operating income and expenses (net) 

PROFIT l12.2) 
n.m. Net income from companies accounted for by the equity method 383 

Pro memoria: correction for payment of dividends 
Amortization of goodwill 
Net income from Group transactions 
Net loan loss provisions 
Net securities writedowns 

(319) 31.7 

(639) (5.9) 
553 53.3 

(1,277) (26.8) 

n.m. 
Net extraordinary income (loss) (103) (76.2) 

5,599 
393 

(379) 
(623) 
954 

(1 31 9) 

(43) 
(727) 

FIT 22.2 3,119 3,634 
Corporate income tax 40.1 (653) (625) 

17 2,466 3,009 
Minority interests (670) (10.2) (747) (646) 

Preferred shares (214) (22.2) (276) (316) 
* Minority interests (456) (3.2) (471) (330) 

NET ATTRIBUTABLE PROFIT 2,227 29.5 1,719 2,363 
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against the euro in 2002 and 2003, which 
significantly affected the translation to euros 
of the results obtained by the Group’s 
subsidiaries in America, makes it advisable to 

include in the consolidated management 
income statement (with results in Argentina 
and Brazil accounted for by the equity 
method) a column showing the fluctuations at 

ED tNCQME STATEMENT WITH ARGENTINA AND NTED 
UlTY METHOD 

. X at constant 
2003 . X exchange rates 2002 2001 

Financial revenues 12,256 (17.9) (6.9) 15,077 19,494 

Financial expenses (6,029) (25.6) (16.2) (8,253) (12,102) 

Dividends 464 30.4 33.3 356 494 

MET I&~S~@I$ME 
Net fee income 

9,863 
599 

(7-71 4.9 10,689 11,432 

(6.8) 5.0 642 435 

10,462 0.7) 1,331 11,867 
Personnel costs (3,177) (8.9) 1.4 (3,489) (3,747) 

General expenses (1,701) (10.9) 4.1 (1,909) (2,175) 

GENERAL ADMINIS~~~%E EXPENSES (4,878) ( 9 0  2.3 (5,398) (5,922) 

Depreciation and amortization (490) (15.4) (4.2) (579) (637) 

Other operating income and expenses (net) (211) (16.1) 2.6 (251) (266) 

d JI* 

$4,883 ,OPERATING PROFIT 
Net income from companies accounted for by the equity method 385 

Pro memoria: correction for payment of dividends (31 9) 

Amortization of goodwill (639) 
Net income from Group transactions 553 

? X I  

Net loan loss provisions 
Net securities writedowns 
Net extraordinary income (loss) 

(4.3) 8.7 
n.m. n.m. 

(5.9) (5.9) 

31.7 35.5 

7.5 7.3 
(24.7) (14.2) 
n.m. n.m. 
81.7 164.6 

P R ~ ~ ~ X R O F I T  I - A  3,753 19.2 35.6 3,149 4,104 

Corporate income tax (857) 22.8 43.2 (697) (964) 

NET PROF1 2,896 33.5 
Minority interests (669) (8.6) 9.8 (733) (857) 

Preferred shares (214) (22.2) (22.2) (276) (31 5) 

Minority interests (455) (0.4) 36.2 (457) (542) 

-*NET ATTRIBUTABLE PROFIT 2,227 ~ 29.5 :,42d+ :: “1,719 2,363 
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constant exchange rates (calculated by 
applying the 2003 average exchange rates to 
2002 earnings) to which references are made 
when relevant. 

compared with the rates for 2002, the most 
significant depreciations, against the euro were 
those of the Mexican peso (-25.0%0), the 
Venezuelan bolivar (-39.2%), the Colombian 
peso (-26.5%) and the U.S. dollar (-16.4%). 

amounted to €4,883 million (with Argentina 
and Brazil included by the equity method), 
which represents growth of 8.7% in the year 
at  constant exchange rates (a fall of -4.3% in 
current euros). This growth demonstrates the 
BBVA Group's capacity to generate recurring 

When the 2003 average exchange rates are 

In 2003 the BBVA Group's operating profit 

CONSOLIDATED INCOME STATEMENT 
(EXPRESSED AS A U  OF ATM) 

" NET,lNTEREST INCOME ' >  

Net fee income 

CCRE REVENUES 
Net trading income 

ORDINARY REVENUES 
General administrative expenses 
Other operating expenses 

<> OPERTING PROFIT, , r: %' ~ 

2003 

2.42 
1.17 

(1.80) 

(0.26) 

1.75 

income even in complex environments. In 
addition, the trend was positive throughout 
the year since, in constant euros, operating 
profit was higher in every quarter in 2003 than 
it was in the corresponding quarter in 2002, 
and the same can be said of net interest 
income, core revenues and ordinary revenues. 

The growth in operating profit was due to 
the 4.9% increase in revenues (the 7.7% fall in 
ordinary revenues was because of the 
depreciation of the Latin-American currencies) 
and to the containment of operating expenses, 
which increased by only 2.3% (decreased by 
9.6% in current euros) as a result of the zero 
growth in these expenses in the domestic 
business and an increase that was below the 
average rate of inflation in America. 

2002 

2.70 
1.27 

3.97 
0.27 

4.24 

(2.00) 
(0.31) 

1.93 
Net income from companies accounted for by the equity method 0.01 
Net income from Group transactions 0.20 0.13 
Total net writedowns (1) (0.69) (1.01) 

Other extraordinary income (loss) (0.04) 0.02 

0.14 

PRE-TAX PROFIT 1.37 1.08 

Corporate income tax (0.33) (0.23) 

NET PROFIT 1 .w 0.85 

MEMORANDUM ITEM: 
Average total assets (millions of euros) 

(1) Including pmvisians to speclal a11owancs. 

2001 

2.92 

1.33 

4.25 
0.16 

4.41 

(2.22) 
(0.34) 

, , 1,85 
0.13 
0.32 

(1.16) 

0.07 

1.20 
(0.21) 

0.99 

i a  

279,245 288,712 302,662 
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Consequently, the efficiency ratio, with 
Argentina and Brazil accounted for by the 
equity method, improved from 49.9% in 2001 
and 47.6% in 2002 to 46.6% in 2003, thus 

consolidating one of the BBVA Group's 
traditional strengths. 

Most noteworthy in operating profit and 
attributable profit was the recovery of more 

QUARTERLY EVOLUTION 

2003 2002 
4Q 3Q 2Q 1Q 49 3Q 2Q 1Q 

Financial revenues 
Financial expenses 

Dividends 

2,994 2,978 3,190 3,375 3,813 4,240 4,662 4,519 
(1,408) (1,372) (1,653) (1,827) (2,077) (2,569) (2,649) (2,489) 
132 69 161 102 77 66 131 84 

NET INTEREST lNCOME 1,718 1,675 1,698 1,650'' " 1,813 1,737 2,144 2,114 
Net Fee income 815 850 792 806 920 866 911 971 

CORE REVENUES 2,533 2,525 2,490 2,456 2,733 2,603 3,055 3,085 
Net trading income 149 100 206 197 231 182 146 206 

ORDINARY REVENUES 2,682 2,625 2,696 2,653 <2,964 2,785 3,201 3,291 
Personnel costs (835) (799) (800) (829) (895) (860) (941) (1,002) 
General expenses (471) (435) (442) (420) (539) (470) (515) (550) 

GE INISRATWE EXPENSES (1,306) (1,234) W 4 2 )  0,249) ) (1,330) (1,456) (1,552) 
Depreciation and amortization (124) (129) (130) (128) (146) (142) (166) (177) 
Other operating income and expenses (net) (43) (55) (62) (59) (58) (57) (66) (80) 

OPERATING PROFIT 1,209 

(105) 
Amortization of goodwill (208) 
Net income from Group transactions 159 
Net loan loss provisions (223) 
Net securities writedowns 

Net extraordinary income (loss) (200) 

Net income from companies amounted for by the equity method 98 
Pro memoria: correction for payment of dividends 

(323) 

(97) 

1,326 
77 

PRE-TAX PROFIT 
Corporate income tax 

NET PROFIT 650 747 817 683 219 653 791 $,'803 
Minority interests (162) (175) (164) (169) (155) (164) (212) (216) 

Preferred shares (46) (48) (56) (64) (63) (63) (74) (76) 
Minority interests (116) (127) (108) (105) (92) (101) (138) (140) 
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normal levels of income from companies 
accounted for by the equity method which in 
2002 were affected by the adjustments made 
by the main investees, writeoffs, the 

extraordinary provisions recorded at the 
closing of 2002, the appreciation of the euro, 
and the provision for taxes. 

DATED INCOME STATEMENT (WITH 

(MILLIONS OF EL@OS) 

2003 2002 
49 39 29 1Q 49 39 29 19 

Financial revenues 2,931 2,922 3,129 3,274 3,624 3,569 3,818 4,066 
Financial expenses (1,374) (1,332) (1,579) (1,744) (1,986) (1,947) (2,082) (2,238) 
Dividends 132 69 161 102 76 66 129 84 

NET INTEREST INCOME 
Net fee income 

1,689 1,659 1,711 1,632 1,714 1,688 1,865 1,932 
789 828 771 784 891 836 872 910 

Net trading income 

ORDINARY REVENUES 

Personnel costs 

General expenses 

151 112 176 160 

2,629 2,599 2,658 2,576 
(811) (777) (779) (810) 
(453) (419) (425) (404) 

G"EERAL'A~MINISTRATIVE EXPENSES (1,264) (1,196) (1,204) (1,214) 
Depreciation and amortization (120) (121) (126) (123) 
Other operating income and expenses (net) (40) (53) (60) (58) 

OPERATING PROFIT 1,205 
Net income from companies accounted for by the equity methotl 97 

(1 05) 

Amortization of goodwill (208) 
Net income from Group transactions 159 
Net loan loss provisions (205) 
Net securities writedowns 
Net extraordinary income (loss) (21 2) 

Pro memoria: correction for payment of dividends 

PRE-TAX PKOFIT 836 1,087 940 890 
Corporate income tax (185) (341) (124) (207) 

N 651 816 683 
Minority interests (163) (174) (163) (169) 

Preferred shares (47) (47) (56) (64) 
Minority interests (116) (127) (107) (105) 

NET AllRlBUTABLE PROFIT 488 572 653 514 

77 

208 98 178 159 

2,813 2,622 2,915 2,981 
(856) (817) (894) (922) 
(497) (435) (480) (498) 

(1,353) (1.251) (1,374) (1,420) 
(138) (135) (150) (155) 
(56) (56) (63) (77) 

1,266 1,180 
(131) (130) 
(54) (30) 

(288) (130) 
58 (29) 

(267) (295) 

(118) 179 

1,329 
145 
(59) 

(1 36) 
112 

(379) 
3 

(5) 

520 776 784 1,069 
(318) (120) 5 (264) 

203 655 'p.789 805 
(138) (167) (210) (218) 
(63) (63) (75) (76) 
(76) (104) (135) (142) 

64 489 579 587 

.. . .. . ... - . . . 
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NET INTEREST INCOME 

Net interest income was €6,691 million, a 
year-on-year increase of 5.9% in constant 
euros and a decline of -6.8% in current euros. 
Net interest income performed well 
throughout the year since, in constant euros, it 
was higher in every quarter in 2003 than it 
was in the corresponding quarter in 2002, and 
in cumulative terms the percentage variations 
improved quarter by quarter, at both current 
exchange rates (from -14.6% in the first 
quarter to the aforementioned -6.8% for the 
whole year) and at constant rates (from 2.3% 
to 5.9% in the same periods). 

(yield on loans less cost of deposits) 
progressively narrowed during the year as a 
result of the falls in interest rates, since the 
reduction in the cost of funds to the tight level 
of 1.13% in the fourth quarter of 2003 did not 
offset the fall in returns on lending. Despite 
this, the Retail Banking Spain and Portugal 
area recorded an increase in net interest income 
of 1.0% by increasing lending and funds 
volumes and adequate price management. 

Since the earnings from the financial 
management of the Group, more specifically 
from the management of assets and liabilities 

In the domestic market, the customer spread 

NET INTERE 
p l l W S  OF EUROSj 

Current exchange rates # 
Constant exchange rates 

7,886 

(1) Wivl Argwuna and Brazil a c t "  for by he equity inelhod. 

and hedges, which are used to offset the 
impact of the falls in interest rates on spreads, 
are included in the Corporate Activities area, 
for the purposes of analyzing the performance 
of net interest income in domestic business it is 
more relevant to consider the aggregate of 
Retail Banking Spain and Portugal, Wholesale 
and Investment Banking and Corporate 
Activities, i.e. the Group excluding the 
America business area. The net interest income 
of this business group recorded year-on-year 
growth that breaks down as negative growth 
of -8.1% in the first quarter, of -2.0% in the 
first half, positive growth of +0.4% in the 
period from January to September, and 3.0% 
growth for the whole year compared to 2002. 

11.4% at constant exchange rates, which is 
particularly important in an environment 
marked by sharp falls in interest rates. This 
was made possible by the increase in business 
volume, especially in the most profitable areas 
(consumer loans, credit cards and cash and 
cash equivalents) and active price 
management. Net interest income in the rest of 
the America area in local currency and, 
accordingly, net interest income in the area as 
a whole increased by 10.3% a t  constant 
exchange rates (-17.7% at current rates). 

In Mexico, net interest income increased by 

Customer spread 

3-month Euribor ?" 
3.65 _._. 

- 
i2.17 j2.18 

(1) Retum on tola1 net lending less cmt of deposits. 
78 
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Credit entities 
Euros 
Foreign currencies 

* Euros 
Total net lending 

- Domestic 
- Other 

Foreign currencies 

Fixed-income securities 

Securities portfolio 

- Euros 
- Foreign currencies 

- Investments accounted for by the equity method 

- Other investments 

Non-interest earning assets 

AVERAGE TOTAL ASSETS 

Credit entities 

Equity securities 

Euros 
Foreign currencies 

Customer deposits 

Customer funds 

- Euros 

- Domestic deposits 

- Other 

- Foreign currencies 

- Euros 
- Foreign currencies 

Debt and other marketable debt securities 

Shareholders' funds 

Other non-interest bearing liabilities 

AVERAGE TOTAL LIABILITIES 

NET INTEREST INCOMWATA 2 

CORE REVENUES 
Fees were €3,172 million, a 2.7% increase on 
2002 at constant exchange rates (in current 
euros they fell by -9.6%). If the fees from 
placements recorded in the fourth quarter of 
2002 are excluded, the year-on-year increase 

2003 2002 2001 
K of ATA K Yleld/Cost % of ATA % YieldKost K of ATA K Yleld/Cost 

10.3 4.02 9.4 5.25 12.8 5.83 
3.8 2.12 3.3 2.69 6.3 3.34 
6.5 5.10 6.1 6.62 6.6 8.19 

79 

53.0 
40.9 

37.1 

3.8 
12.1 
27.9 

24.4 
14.4 
10.0 

3.5 
2.5 

5.42 51.3 7.40 48.0 8.22 
4.54 35.7 5.33 31.0 6.1 2 

4.62 32.6 5.43 28.3 6.16 

3.81 3.1 4.29 2.8 5.68 

8.38 15.6 12.10 17.0 12.07 
4.87 29.8 6.03 30.9 8.32 
4.88 26.2 6.38 27.0 8.90 
3.28 14.0 4.22 12.6 5.19 
7.16 12.2 8.87 14.4 12.16 
4.79 3.6 3.45 3.8 4.25 
4.69 2.5 3.44 2.8 4.44 

1 .o 5.05 1.1 3.45 1 .o 3.75 
8.8 9.5 8.3 

1m.o 4.66 100.0 6.09 100.0 7.31' 

19.7 3.29 20.8 4.54 22.6 5.53 
12.0 2.45 11.4 3.49 11.7 4.68 
7.7 4.58 9.4 5.81 10.9 6.44 

65.2 2.35 64.2 3.70 62.9 4.83 

51 .O 
30.4 
19.2 

11.2 

20.6 
14.2 

12.1 
2.1 
4.4 

10.7 

100.0 

2.16 52.6 3.59 52.2 4.80 

1.55 28.4 2.19 25.4 2.61 

1.25 18.4 1.55 17.3 1.96 

2.07 10.0 3.38 8.1 3.98 

3.05 24.2 5.24 26.9 6.86 
3.06 11.6 4.17 10.7 5.00 
2.88 8.4 3.84 7.1 3.91 
4.12 3.2 5.04 3.6 7.10 

4.4 4.4 
10.6 10.1 

2.24 100.O"L 3.39, ~ 100.0 4.39 

2.42 2.70 2.92 

would be 5.1% with an upward trend during 
the year. Fees from banking services grew by 
11.2% and those from pension funds by 6.O%, 
while fees from mutual funds and from securities 
fell, especially underwriting and placement fees, 
since fewer transactions of this type were 
performed because of the market situation. 
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2003 . %  2002 2001 

3,546 (9.6) >, x 3,509 NET ~EE~IMOIW t:" ~ < >  3,172 

Collection and payment services 

Credit and debit cards 
Other collection and payment services 

Asset management 
Mutual and pension funds 
Managed portfolios 

Other securities services 

Purchase/sale of securities 
Underwriting and placement 

Administration and custody services 

Other fees 
(1) With Argentina and Brazil account& lor by the equky mehod. 

In the America business area, which 
contributed half of the Group's fees, these 
increased by 10.9% at constant exchange 
rates, most noteworthy being the 17.0% rise in 
fees in Mexico. This increase in fees, together 
with the containment of costs, means that the 
recurrence ratio, which measures these two 
items, rose to 80.1% in 2003 from 73.8% in 
2002. In Mexico the situation was even better: 
the recurrence ratio soared to 86.2% in 2003 
from 77.1% in 2002. 

Fees in the Retail Banking area rebounded 
in 2003, and increased from €346 million in 
the first quarter to €409 million in the fourth, 
due to the 10.4% increase in fees on cards, 
account management and insurance, and the 
recovery in fees from fund management. 
However, in comparison with 2002, fee 
volume fell by 2.3% in the year as a result of 
the reduction in fees from securities 
(extraordinary placement fees received in the 
fourth quarter of 2002) and mutual fund 

1,342 (4.4) 1,404 1,323 

576 1.4 568 506 

766 (8.4) 836 81 7 

1,048 (1 1.4) 1,184 1,274 

963 (10.7) 1,079 1,162 

85 (19.1) 105 112 

456 (19.0) 563 626 

130 (2.4) 133 179 
59 (55.9) 134 155 

267 (9.7) 296 292 

326 (8.9) 358 323 

management fees. Mutual fund management 
fees were impacted in the first half by the 
performance of the assets under management 
and the decrease in average commissions due 
to customers' preference for lower risk funds 
which, accordingly, earn lower fees. On the 
other hand, in the second half, the success of 

Current exchange rates 

Constant exchange rates 

(1) With Argentina an Brazil accwnted for the quay  mahod. 
80 
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the guaranteed funds launched by the Group 
meant that assets under management 
increased substantially and average fees were 
stabilized. Consequently, fees recovered to 
levels above those of the corresponding period 
in 2002. 

The net interest income and fees referred 
to  above meant that the Bank obtained core 
revenues of 69,863 million in 2003, 4.9% 
more than in 2002 at constant exchange rates 
(7.7% less a t  current exchange rates). 
Growth in this revenue line increased over 
the year a t  ever-increasing rates a t  constant 
exchange rates (from +2.8% in the first 
quarter) and fell a t  ever-decreasing rates at 
current exchange rates (from -14.4% at  the 
end of March). 

ORDINARY REVENUES 
Net trading income, at €599 million, was up 
5.0% at constant exchange rates (-6.8% in 
current euros) on the corresponding figure for 
2002, and this, together with core revenues, 
meant that ordinary revenues amounted to 
€10,462 million, up 4 .9% on 2002 at 
constant exchange rates, which became a fall 
of 7.7% as a result of the depreciation of the 
American currencies. 

TRADING INGQMlE (I) 
@ALlKmS OF EUF~ISJ 

599 
642 

(1) With ArgRltina an Brazil accounted for the q u Q  melhod. 
81 

Current exchange rates 

Constant exchange rates .. 

11.867 

(1) Wivl Argentina an Brazil accounted for the equQ method. 

OPERATING PROFIT 
As in previous years, in 2003 the control of 
operating costs led to an increase in recurring 
income. Accordingly, at constant exchange rates, 
personnel costs increased by only 1.4%0, general 
costs by 4.1% and the aggregate of the two by 
2.3% (with decreases of 8.9%, 10.9% and 9.6%0, 
respectively, in current euros). The growth of these 
expenses in the aggregate domestic business was 
practically zero, and the 5.5% increase in America 
business area in local currencies (4.5% in Mexico) 
was lower than the average rate of inflation for 

G WE EXPENSES 0) 
IM 

Curront exchange rates 
Constant exchange rates 

5.923 

(1) With Argentina an Brazil accwnted for the equity meihod 
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NERAL AND N EX 11 
LIONS OF EUROS1 

PERSONNEL COSTS 
Wages and salaries 

Fixed compensation 
Variable compensation 

Employee welfare expenses 
Of which: pension funds 

Training expenses and other 

Premises 
IT 
Communications 
Advertising and publicity 

Corporate expenses 
Other expenses 

Levies and taxes 

$&%Vi%/€ 
(1) Wnh Argenuna and Brazil eccwnled for by the equlry method. 

the region and which, in current euros, becomes a 
decrease of 20.5% (-21.6% in Mexico). 

process in 2003. The headcount was reduced by 
6,896 employees (7.4%), particularly in America 
(a reduction of 6,193 (10.4%) of which 4,610 
relate to the departure from Brazil, although 
significant cuts were also recorded in Venezuela 
and Argentina), while in Spain the reduction 
amounted to 642 people (2.0%), as a result of 
the combination of the policy of early 
retirements and of hiring a significant number of 
recent university graduates. Since 2000, when 
Bancomer joined the Group, the headcount has 
fallen from 108,082 employees as of December 
31,2000, to 86,197 as of December 31,2003, a 
20.2% reduction, including more than 2,600 net 
terminations in Spain and more than 19,000 in 
Latin America, mainly in Mexico, Venezuela, 
Argentina and Colombia, together with the 
departure from Brazil. 

T h e  Group continued its restructuring 

2003 . %  

3.1 77 (8.9) 
2,395 (8.2) 
1,901 (10.3) 

494 1 .o 
558 (5.0) 
135 1.7 

224 (23.5) 

1,701 
351 

357 
189 
130 
66 

465 

143 

(10.9) 

(1 -2) 
(19.3) 
(12.1) 

(10.1) 

(7.3) 

(15.8) 

(15.3) 

2002 2001 

3,489 ' 3,747 > 

2,609 2,853 
2,119 2,289 

490 564 
587 568 
133 122 
293 326 

1,909 
417 

361 
235 

148 
77 

517 

154 

2,175 
496 

463 
278 
156 

91 
490 

201 

4,878 (9.6) 5,398 5,922 

At 2003 year-end the Group's branch 
network comprised 6,924 points of sale, 7.7% 
fewer than as of December 31,2002, mainly 
as a result of the sale of the Brazilian 
operation; the number of branches fell slightly 
in Spain and by 2% in the rest of America. 
Since 2000 year-end 2,022 branches (22.6%) 

MBER OF EMP 

Spain 

America and rest of the world I;! 

98,588 93,093 IIF. i a i  

82 
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F BRANCHES 

Spain 

America and the rest of the world 
1.988 

have been closed, 493 of which were in Spain 
(-12.8%) and 1,512 in America (-31.1%), 
mainly in Brazil, Mexico and Argentina. 

The sound performance of ordinary 
revenues and of operating expenses enabled the 
BBVA Group to once again improve the 
efficiency ratio, and to remain, in terms of this 
highly significant index, one of the leading 
European banks. Therefore, disregarding 
Argentina and Brazil, the efficiency ratio was 
46.6% in 2003, 1 percentage point better than 
the 2002 figure and 3.3 percentage points 
better than the 49.9% recorded in 2001. 
Progress was made in all three business areas: 
Retail Banking Spain and Portugal's efficiency 

' EFn'ClENCY 
2, 

49.9 

(1) Wivl Argentina an Brazil accwnled for lhe equQ mehod. 
83 

ratio was 44.7%, 0.1 percentage points better 
than in 2002 and 3.7 points better than in 
2001, Wholesale and Investment Banking's 
efficiency ratio improved by 3.9 percentage 
points to 31.7%; and America business area 
maintained its improvement to reach 44.1%, 
compared to 46.0% in 2002 and 48.9% in 
2001 (the figures in Mexico were 42.3%, 
46.0% and 48.2%, respectively). 

The evolution of revenues and expenses also 
enabled operating profit to reach €4,883 million, 
which represents growth of 8.7% in the year at 
constant exchange rates (a fall of 4.3% at current 
rates, where performance improved during the 
year after a fall of 11.1% in the first quarter). 

All the business areas contributed to the 
improvement in operating profit. The domestic 
business areas performed as follows: Retail 
Banking Spain and Portugal recorded a year- 
on-year increase of 0.7%, Wholesale and 
Investment Banking increased by 12.6% and 
this, together with the operating profit 
contributed by Corporate Activities which 
includes the impact of asset and liability 
management and hedging transactions, means 
that the aggregate figure increased by 3.4% on 
2002. Operating profit from America business 
area increased by 15.8% at constant exchange 
rates (-12.1% in current euros), a figure that 
increased to 25.4% in the case of Mexico. 

OPERATING PROFIT 0) 

Current exchange rates 

Constant exchange rates I 

5,042 5,103 

(1) With Argentina an Brazil nccwnted [Or h e  equity meVlod 
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INDUSTRIAL PORTFOLIO 

In the management income statement, income 
from companies accounted for by the equity 
method amounted to €704 million in 2003, of 
which €319 million were collected as 
dividends and €385 million were recorded 
under net income from companies accounted 
for by the equity method. These figures 
represent a significant increase on those 
recorded in 2002: total income of €81 million, 
split into €242 million of dividends collected 
and a net loss from companies accounted for 
by the equity method of €161 million. 

Ne1 Income from companies accounted for by the equily method 

704 

81 

(1) Wivl Argentina an Brazil accwnled for he equity method. 

Of the €704 million, €660 million relate to 
the Group’s industrial portfolio (€31 9 million 
were collected as dividends and €341 million 
were recorded under net profit from companies 
accounted for by the equity method) and the 
remaining 644 million were generated by the 
Group companies in Argentina and Brazil. 

industrial portfolio from €281 million in 2002 
to €660 million in 2003 was due, on the one 
hand, to the improvement in the investees’ 
earnings, which took contributions to the 
Group’s income statement back to more normal 
levels and, on the other, to the lower amounts of 
the adjustments recorded in 2003 after the 
publication of these companies’ final results 
compared to the adjustments recorded in the 
same connection in 2002. In fact, while these 
adjustments amounted to €96 million in 2003 
after the publication of the final 2002 results of 
companies such as Telefhica and Terra, in 
2002 the extraordinary adjustments included 
charges of €104 million for Repsol and Banca 
Nazionale del Lavoro and €209 million relating 
to the write-off of UMTS licenses by Telefbnica. 

The Group companies in Argentina generated 
income of €10 million in 2003 and a loss of €9 
million in 2002, both of which derived mainly 
from the insurance and pensions business, since 

The increase in the contribution made by the 

2m3 . %  2002 2001 

Dividends 319 31.8 242 379 

Net income from companies accounted for by the equity method 385 n.m. (161) 163 

A:TOTAL INCOME FROM QdPPJlES ACCOUHdQ FOR BY THE EQUW METHOD 704 n.m. 81 542 

Industrial investments 291 215.3 77 333 
Financial entities and insurance companies 361 94.7 185 326 

Real estate companies and other 8 (60.3) 19 97 

Argentina 10 n.m. (9) (218) 
Brazil 34 n.m. (191) 4 

(1) Wlvl AqenUna and Brazil acccunted for by the equity method. 
84 



annual report 2003 31 DBVA 

earnings in the banking business are still 
Offsetting the provision recorded to that effect in 
December 2001. With regards to Brazil, earnings 
of €34 million were recorded in 2003, relating 
to the pretax profit obtained by BBV Brasil 
before it became part of Bradesco, while in 2002 
a loss of €191 million was recorded, including 
the charge of €245 million for exchange losses 
arising from the sale of BBV B r a d  

The realization of capital gains through the 
industrial portfolio turnover generated income 
from Group transactions of €553 million, 7.5% 
more than the €515 million obtained in 2002. 
The main transactions in 2003 were the sale of 
the holding in Credit Lyonnais in the first half as 

part of the tender offer launched by Credit 
Agricole, which resulted in a gain of €343 
million, and the divestments of industrial 
portfolio holdings in the last few months of the 
year to partially finance the acquisition of shares 
of Bancomer held by minority shareholders, 
while the main transactions in 2002 were the sale 
of 27.7% of the capital of Metrovacesa, which 
resulted in a gain of €375 million, and the sale of 
7.6% of Acerinox, with a gain of 666 million. 

PROVISIONS AND 
EXTRAORDINARY ITEMS 
In 2003 the BBVA Group recorded provisions 
totaling €1,983 million, if Argentina and Brazil 
are accounted for by the equity method. This 
figure is 16.1% less than in 2002 due to the 
exchange rate effect, the reduction in net loan 
loss provisions (basically due to the country-risk 
provisions recorded in 2002) and the 
extraordinary writeoffs the Group made in the 
fourth quarter of 2002 (the extraordinary 
amortization of €129 million of the goodwill 
relating to investments in countries below 
investment grade and a provision of €81 million 
to special provisions for early retirement). 
Mention should be made of the fact that, in the 
management income statement under analysis, 

the charge of €245 million for exchange losses 
arising from the sale of BBV Brasil is included, 
as stated above, by the equity method. 

Net loan loss provisions amounted to 
€1,088 million, 24.7% less than in 2002, 
mainly as a result of the fluctuations in interest 
rates (when the fluctuations are adjusted out, 
this fall was 14.2%) and of the provisions of 
€103 million booked in 2002 as a result of the 
reclassification of Argentina from country-risk 
Group 4 to Group 5. The reduction in the 
Group’s nonperforming loans enabled the 
specific risk provisions to be reduced with 
consequent increases in the general-purpose 
provision (arising from growth in total 
lending) and in the provision for the statistical 
coverage of loan losses, to which more than 
€300 million were booked, taking the balance 
of this provision to €920 million. 

Amortization of goodwill amounted to 
€639 million, 5.9% less than €679 million in 
2002, when the figure included the 
aforementioned extraordinary amortization of 
€129 million of the goodwill relating to 
investments in countries below investment 
grade recorded at 2002 year-end, In 2003, €49 
million of goodwill relating to the acquisition 
of the holding in Bradesco were amortized and 
€70 million of goodwill relating to the holding 
in Gas Natural were amortized early. 

IONS 

1,983 

Net loan Amortization Special Total net 
loss of goodwill provisions provisions 

provisions and other 
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COME FROM G CTlON OTAL 
(MILLIONS OF EUROS1 

TOTAL NET PROVISIONS 

Net loan loss provisions 
Amortization of goodwill 

Net securities writedowns 

Provisions to special reserves 

(1) Wnh Argentina and Brazil accwntd for by the equky method. 

TOTAL NET PROVISIONS AND INCOME ON 
GROUP TRANSACTIONS (1) * 
GULLDM5 OF E I X I S J  " <' 

Total net provlsions 

Income on Group transanctions 

2.268 2,364 

(1) With Argentina an Brazil lrccwnted for the equily method. 

PROFIT AND ITS DISTRIBUTION 
The sound performance of operating profit, 
excluding the exchange rate effect, and the return 
to more normal levels of income from companies 
accounted for by the equity method and of 
provisions mean that pre-tax profit compared to 
2002 increased by 19.2% to €3,753 million 
(which would have been 35.6% at constant 
exchange rates), The provision for corporate 
income tax increased by 22.8% to €857 million. 

Net profit after taxes amounted to €2,896 
million, an increase of 18.1% on 2002 
(+33.5%0 at constant exchange rates). The 
portion of income corresponding to minority 
interests decreased by 8.6% due to the 
reduction in the cost of preferred shares 

2003 . x  2002 2001 

553 7.5 51 5 954 

resulting from the redemption of former issues 
and the lower interest rates of those issued in 
the year. Consequently, net attributable profit 
in 2003 amounted to €2,227 million, with an 
increase of 29.5% with respect to the €1,719 
million obtained in 2002; this increase rises to 
42.7% if the depreciation in American 
currencies against the euro is disregarded. 

The distribution by business area is as 
follows: Retail Banking Spain and Portugal 
contributed €1,239 million (2.1% less than in 
2002 due to the impact of the general-purpose 
and statistical provisions recorded as a result of 
the growth in lending); Wholesale and 
Investment Banking earned €468 million (an 
increase of 22.5%), America business area 
earned €715 million (+24.0%0 at constant 
exchange rates and a decrease of 2.8% a t  
current rates); and Corporate Activities 
obtained a loss of €195 million in 2003, 
compared to the €665 million loss in 2002. 

increase of 29.5% on the €0.54 of 2002, an 
identical percentage increase to that of net 
attributable profit, and the return on equity 
(ROE) was 18.4%, thus improving the 13.7% 
of 2002 (and the 17.1% that would have been 
obtained in that year if the aforementioned 
extraordinary write-offs were excluded), and, 
accordingly, BBVA is one of the leading banks 
in the euro zone in terms of both earnings per 
share and ROE. The return on average total 

Earnings per share amounted to €0.70, an 
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NET:AlTRiBUTABLE PROFIT 0) 
(MILLIONS OF EUROS) 

2003 . x  2002 2001 

E-TAX PROF17 3,753 19.2 3,149 4,104 

Corporate income tax (857) 22.8 (697) (964) 

NET PROFIT 
Minority interests 

Preferred shares 

9 Other 

T A ~ I B U T A B L E  PROFIT 2,221 1,719 2,363 

Reserves 1,003 64.4 61 0 1,141 

Dividends 1,224 1,109 1,222 

(1) Wrlh Argentina and Brazil accounted for by the equlty method. 
assets (ROA) increased to 1.04% in 2003 
(from 0.85% in 2002, or 1.00% excluding the 
aforementioned extraordinary writedowns) and 
the return on risk weighted assets (RORWA) 
climbed to 1.74% (1.48% in 2002). 

The dividend paid against the 2003 profit 
that the Bank’s Board of Directors plans to 
propose to the Shareholders’ Meeting amounts 
to €0.384 per share, a 10.3% increase on the 
€0.348 per share paid against the 2002 profit. 
This dividend per share figure means that the 
total amount to be distributed to the 
shareholders is €1,224 million (€1,109 million 
in 2002) and the pay out ratio is 55.0%, 
compared to 64.5% in 2002. 

GS PER SHARE 

0.74 
- - - - - - -  
t29.5X 
* - - - - - - O S 4  

ENDS 

1.04 1.222 1,224 
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The most noteworthy trend in the BBVA 
Group’s main business aggregates in 2003 in 
the domestic market was the solid growth 
achieved in lending to customers, in particular 
in mortgage loans and also in loans to small 
businesses and companies. As regards funds 
under management, the increase in stable funds 
centered on mutual and pension funds and that 

Balance 
sheet and 
Business 
activity 
LENDING 

CUSTOMER FUNDS 

OTHER 

ITEMS 
BALANCE-SHEETS 

in transaction deposits on savings accounts. 
Also, as a reflection of burgeoning trade, these 
two sides of the business showed an upward 
trend throughout the year, with increasingly 
high levels of year-on-year growth. 

In Latin America the growth of deposits 
continued to outstrip that of lending, above all 
in certain countries. However, the increases 
achieved in local currencies were adversely 
affected on translation to euros by the 
depreciation of the Latin-American currencies. 
This led, inter alia, to an increase in the 
growing relative importance of the domestic 
business in the BBVA Group’s balance sheet 
and a reduction in that of the Latin-American 
business, in particular in the non-investment 
grade countries, which gave rise to an 
improvement of the Group’s risk profile. 

Also worthy of note in 2003 was the 
increase in the quality of the assets managed 
by the Group, which led to  a substantial 
decrease in the nonperforming loans ratio. At 
the same time there was an improvement in the 
coverage ratio. 

In order to correctly analyze the variations 
in the balance-sheet aggregates and the Group’s 
business activity, the impact of the depreciation 
of the American currencies against the euro 
must be taken into account. In the wake of the 
sharp falls in their values in 2002, 2003 saw 
further depreciations of the Mexican peso 
(22.7%), the Venezuelan bolivar (28.1%), the 
Peruvian new sol (15.9%), the Colombian peso 
(14.4%) and the U.S. dollar (17.0%). 

Group’s total assets amounted to €287 billion, 
As of December 31,2003, the BBVA 
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an increase of 2.7% over 2002 year-end, 
despite the aforementioned depreciation of the 
American currencies. Disregarding the effect of 

currency depreciation, the increase in total 
Group assets was 8.5% (10.7% if Brazil and 
Argentina are also excluded). Latin America 

Cash on hand and deposits at central banks 
Due from credit entities 
Total net lending 
Fixed-income securities portfolio 

Government debt securities 
*Debentures and other debt securities 

*Accounted for by the equity method 
*Other investments 

Consolidation goodwill 
Property and equipment 
Treasury stock 
Accumulated losses at consolidiated companies 
Other assets 
TOTAL ASS 

Equity securities portfolio 

Due to credit entities 
On-balance-sheet customer funds 

*Deposits 
*Marketable debt securities 
*Subordinated debt 

Other liabilities 
Net profit for the year 
Minority interests 
Capital stock 
Reserves 
TOTAL LIABILITIES AND EQUITY 

Other customer funds managed 
*Mutual funds 
*Pension funds 
*Customer portfolios 

MEMORANDUM ITEM! 
Average total assets 
Risk-weighted average assets 
Average shareholders' funds 

8,110 

20,907 
148,827 
71,881 
18,945 
52,936 
9,740 
6,648 

3,092 
3,707 

3,790 

66 
3,611 

16,511 
287,150 

61,570 
182,832 
141,049 
34,383 
7,400 

19,341 
2,897 

5,426 
1,566 

13,518 

287,150 

0.7 8,050 9,240 

(2.7) 21,476 23,199 
5.3 141,315 150,220 
4.3 68,901 81,816 

(4.2) 19,768 20,165 
7.7 49.1 33 61,651 

(3.3) 10,071 11,430 

(5.9) 7,064 7,756 
2.8 3,007 3,674 

(12.9) 4,257 4.61 7 
(18.2) 4,634 6,172 

(32.4) 98 76 

(1.1) 3,650 2,885 

(3.4) 17,090 19,591 

2.7 279.542 309,246 

9.7 
1.3 

( 3 4  
24.9 
14.1 

0.6 
17.5 

(4.4) 

(2.9) 

I < 2.7 

56.1 19 
180,570 
146,560 

27,523 
6,487 

19,221 
2.466 

5,674 
1,566 

13,926 

279,542 

64,588 
199,486 
166,499 

25,376 
7,611 

20,634 
3,009 
6,394 
1,566 

13,569 

309,246 

113,075 3.9 108,815 124,496 
45,752 5.0 43,582 49,901 
40,016 9.4 36,563 41,249 
27,307 (4.8) 28,670 33,346 

279,245 (3.3) 288,712 302,662 
166,050 (0.1) 166,163 169,028 
12,069 (3.7) 12,531 13,159 
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PHICAL BREAKDOWN OF ASSETS 

Latin America 
non-investment grade 

Lath America $@ 
investment grade 

S ainand 
rest of t i e  w r l d  

accounted for 24.0% of total Group assets at 
2003 year-end (down from 29.1% and 36.4%, 
respectively, at 2002 and 2001 year-end), as a 
result of which the relative importance of the 
assets in Spain and the rest of the world rose 
to 76.0% (from 70.9% in 2002 and 63.6% in 
2001). Within Latin America, the assets 
relating to investment-grade countries 
(Mexico, Chile and Puerto Rico) represented 
19.2% of the Group's total assets at 2003 
year-end (down from 22.4% and 25.9%, 
respectively, at 2002 and 2001 year-end), and 
those located in below-investment-grade 
countries fell to 4.8% (from 6.7% and 10.5%, 
respectively, at 2002 and 2001 year-end), due 

442 

(1) Total net lending plus total cunomer funds. 
(2) Excluding Argentina and Brazil. At cmstant exchange rates 

both to the depreciation of the respective 
currencies and to the sale of BBV Brasil. 

Business volume, calculated as the sum of 
gross lending and total customer funds under 
management, amounted to €449 billion, with 
a year-on-year increase of 3.1%, despite the 
exchange rate fluctuations and the divestment 
in Brazil, since, if these two factors and 
Argentina are disregarded, business volume 
rose by 9.5% to €442 billion, with steady 
growth from quarter to quarter (2.5% in 
March, 5.1% in June and 8.2% in September). 
Within this aggregate, total lending to 
customers amounted to €153 billion, up 4.7% 
on the figure at  2002 year-end, and total 

BUSINESS VOLUME GROWTH (1) 
[H.YUR~RII\IY)NU 

Total net lending 

Total customer funds 

10.1 

(1) Excluding Argenlina and Brazil. At constant exchange rates. 
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customer funds managed, comprising the on- 
balance-sheet customer funds, mutual and 
pension funds and the customer portfolios, 
amounted to €296 billion, an increase of 
2.3% with respect to the previous year. 
Disregarding Argentina and Brazil and at 
constant exchange rates, total gross lending 
rose by 10.1% and total customer funds 
managed by 9.3%. 

LENDING 
Total gross lending grew steadily throughout 
the year, showing improved year-on-year 
growth from quarter to quarter, both in overall 
terms and in each of its main components. 
Thus, a t  current exchange rates, growth in 
June stood at 0.9%, rising to 4.7% at year- 
end. Comparing the two years on a uniform 

TOTAL LENUING 
(MILLIONS OF EUROS) 

Public sector 
Other domestic sectors 

Secured loans 
Commercial loans - Other term loans 

Credit card debtors 

Other 
Financial leases 

Non-domestic sector 

Secured loans - Other loans 
Nonperforming loans 
TOTAL LENDING fstROoSS) 

basis (disregarding Argentina and Brazil and at 
constant exchange rates), the growth rate in 
gross lending was similar, increasing from 
5.6% in June to 10.1% in December. 

TOTAL LENDING (GROSS) ('1 
(RILLIONS OF N A O S )  

% 

124 

(1) Excluding Argentina and Brazil . At constanl exchange rates. 

31-12-03 

13,334 
101,532 

53,166 
8,309 

33,222 
1,076 

1,507 
4,252 

35,732 
10,473 

25,259 
2,673 

153,271 

Loan loss provisions (4,444) 

448.827 " ,  TOTAL NET LENDING > ,  + _  

%kM&ANbLlM ITEM (exclad$ Ggentina and &&it): 
Total net lending 147,110 

151 

. %  31-12-02 

6.6 12,506 
13.4 89,539 
18.4 44,912 
2.7 8,093 

7.8 30,821 
8.4 993 

17.9 1,278 

23.5 3,442 
(12.6) 40,895 
(13.2) 12,069 
(12.4) 28,826 

3,473 (23.1) 
4.7 ' 146,413 

I *  

(12.8) (5,098) 

5.3 141.315 

6.9 137,564 

31-12-01 

12,155 
82,259 
39,077 

7,242 

30,502 
900 

1,700 

2.838 
59,059 
16,877 
42,182 

2,675 
156,148 

(5,928) 

150,220 

140,299 
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Of the €153 billion of total lending at 2003 
year-end, €13.3 billion related to the public 
sector, up 6.6% on 2002, confirming the 
Group's leading position in this business segment 
of the domestic market; €101.5 billion to other 
domestic sectors (which, up 13.4% on 2002, 
spearheaded the growth in lending); €35.7 
billion to non-domestic sectors (a year-on-year 
fall of 12.6% in current euros, but a 3.5% rise 
in uniform terms and at constant exchange 
rates); and €2.7 billion to nonperforming loans 
(which fell sharply by 23.1% in 2003). 

the domestic market, coupled with the impact 
of the depreciation of the Latin-American 
currencies, the relative importance of lending 
to the domestic sector (public sector and other 
domestic sectors) rose again in 2003, 
accounting for 75.5% of total Group lending 
(up from 70.3% and 61.0%, respectively, at 
2002 and 2001 year-end). At the same time, 
lending to non-domestics decreased to 24.5% 
of the total a t  2003 year-end (from 29.7% in 
2002 and 39.0% in 2001). By geographical 
area, lending in below-investment-grade Latin- 
American countries represented only 4.0% of 
total Group lending at  2003 year-end 
(compared with 6.2% and 1 l.6%, respectively, 
as of December 31,2002 and 2001), whereas 

Due to the burgeoning growth of lending in 

OTHER DOMESTIC 

102 

lending in investment-grade Latin-American 
countries (Mexico, Chile and Puerto Rico) fell 
from 16.7% in 2001 and 14.0% in 2002 to 
11.6% as of December 31,2003. 

As mentioned earlier, lending to other 
domestic sectors rose by 13.4% to reach 
€101.5 billion as of December 31,2003, steady 
growth having been achieved throughout the 
year (9.1% in Illarch, 9.7% in June and 10.8% 
in September). Secured loans, which amounted 
to 653  billion, proved to be the most dynamic 
form of lending in 2003, achieving year-on-year 
growth of 18.4% in December (19.4% in the 
financing of unsubsidized housing, disregarding 

ING (GROSS) 

Latin America: :.. 

Latin America: &A 

S ainand 

nan-imeslment grade 

investment grade 

rest of tl?o rmrld 
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DETAIL OF TOTAL GROSS LENDING TO OTHER 
DOMESTIC SECTORS 
P W W  > 

Securedloans lli 
Other loans 

financing under Government-Subsidized 
Housing schemes, which fell slightly in 2003). 
As a result, secured loans accounted for 52.4% 
of total lending to other domestic sectors, 
nearly five percentage points up on 2001. SME 
and business financing also experienced 
substantial growth ( ISYO). Particularly 
noteworthy in this respect were financial leases 
which, for the second consecutive year, 
increased by over 20%. 

Lending to non-domestics totaled nearly 
€36 billion at 2003 year-end, down 12.6% on 
the figure for December 2002, due to the 
divestment in Brazil and the exchange rate 
fluctuations, since disregarding these factors 
and excluding Argentina, the year-on-year 

(MILLIOHS OF EUROS) 

Net variation 

+Entries 
- outflows 
- Write-offs 

PERIOD-END BALANCE 

93 

variation would have been +3.5%. In America 
the Group applied a prudent, selective lending 
policy responsive to the particular situation 
prevailing in each country, which led to 
increases, in local currency terms, of 15.3% in 
Chile and 10.1% in Colombia. In Mexico, the 
year-on-year growth of the loan portfolio as a 
whole stood at 4.8% (14.6% in manageable 
loans -excluding the historical mortgage 
portfolio-, the pace of growth having 
accelerated throughout the year). In contrast, 
lending in Venezuela fell by 14.3% in 2003 due 
to the instability that reigned in that country. 

Asset quality is one of BBVA's permanent 
strategic priorities. In 2003 doubtful loans fell 
by 23.1% to €2.7 billion, which, together 
with the growth in lending, triggered a 
substantial improvement of all risk quality 
indicators. The Group's nonperforming loans 
ratio ended the year at 1.74%, down from 
2.37% at 2002 year-end (1.63% and 2.24%, 
respectively, including off-balance-sheet risk 
exposure). Disregarding Argentina and Brazil, 
the nonperforming loans ratio declined to 
1.31% (1.70% as of December 31, 2002). 

to an all-time low (0.72% in lending to other 
domestic sectors, down from 0.85% at 2002 
year-end). In Retail Banking Spain and 
Portugal, nonperforming loans have fallen year 
after year to 0.88% as of December 31,2003 

In Spain, the nonperforming loans ratio fell 

' ,,, Ij 

3Q 03 29 03 1Q 03 

3,126 3,274 3,473 

2,948 3,126 3,274 
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TOTAL NONPERFORMING ASSETS 
Nonperforming loans 

Public sector 
Other domestic sectors 
Non-domestic sectors 

Nonperforming off-balance sheet items 

TOTAL RISK MPOSURE , , 
Total lending (gross) 
Off-balance-sheet items 

PRO\IISIONf ', 7 

Loan loss provisions 
Provisions for off-balance-sheet items 

31-12-03 

2.777 
2,673 

69 
734 

1,870 

104 

. %  31 -12-02 

(23.1) 3,473 
22.9 56 

(4.9) 771 
(29.3) 2,646 
(50.7) 211 

31-12-01 

2.167 
2,675 

41 
786 

1,848 
92 

169,923 3-3 104,57&~,~ $6 172,624 
153,271 4.7 146,413 156,148 
16,652 (8.3) 18.1 57 16,476 

4,653 (1 3.3) 5,37&"' ' *  k 6,113 
4,444 (12.8) 5,098 5,928 

209 (22.9) 272 185 

MEMORANDUM ITEM 
Foreclosed assets 373 (25.4) 500 856 

Foreclosed asset provisions 202 (22.1) 260 338 

Coverage 6) 54.2 52.0 39.5 

NPERFORMI OVE 
CENTAGE) 

31 -1 2-03 31-12-02 31-12-01 

NONPERFORMING LOAN RATIOS 
Nonperforming loansllotal lending (gross) 1.74 2.31 1.71 

Nonpetforming assetsfiota1 risk exposure 1.63 2.24 1.60 

VERAGE RATIOS: 
Nonperforming loan coverage ratio 166.3 146.8 221.6 

Total risk exposure coverage ratio 167.6 145.7 220.9 
Coverage ratio including secured loans 184.2 166.1 249.0 

MEMORANDUM ITEM (excluding Argentina and Brazil): 

Nonperforming loan coverage ratio 201 .I 191.1 209.7 
Nonperforming loansllotal lending (gross) 1.31 1.70 1.55 

(from 1.00% and 1.13% at 2002 and 2001 
year-end, respectively). The nonperforming 
loans ratio was also down in Wholesale and 
Investment Banking, where it stood at 0.66%, 
compared with 1.24% as of December 31, 
2002. In America, after rising in the first half 

due to the application of corporate 
classification methods in certain countries, the 
ratio fell back to end the year at 4.01%. In 
Mexico the nonperforming loans ratio 
declined from 4.22% as of December 31,2002 
to 3.95% at 2003 year-end. 
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NONPERFORMING LOAN RATIO ('1 
PERCENTAGE1 

1.70 

(1) Excluding Argentina and Brazil. 

COVERAGE RATIO ('1 
PERENTAGFj 

11) Excluding Argentina and Brazil. 

Simultaneously, the Group's level of 
nonpcrforming loans coverage increased in the 
year to reach to 166.3% as of December 31, 
2003 (from 146.8% at 2002 year-end), rising 
to 201.1% if Argentina is excluded (up from 
191.1% disregarding this country and Brazil at 
2002 year-end). 

CUSTOMER FUNDS 
Total customer funds managed by the 

Group, including both on-balance-sheet funds 
and mutual funds, pension funds and customer 
portfolios, amounted to €296 billion as of 

December 31, 2003, up 2.3% on the previous 
year. At constant exchange rates and 
disregarding Argentina and Brazil, the year-on- 
year increase was 9.3%, steady growth having 
been achieved throughout the year (1.8% in 
March, 4.9% in June and 8.5% in September). 

Of the total customer funds managed, on- 
balance-sheet funds amounted to €183 billion, 
up 1.3% in current euros, and off-balance- 
sheet funds totaled €113 billion, with a year- 
on-year increase of 3.9%. In constant euros 
and disregarding Argentina and Brazil, on- 
balance-sheet funds rose by 8.6% and off- 
balance-sheet funds by 10.3%. 

A >  

CUSTOMER FUNDS MANAGED (1) 
@ I L l K m  OF ELaKlsJ 

(XI-balance-sheet customcr funds 

On-balance-sheel cuslomer funds Y 

291 

(1) Excluding Argentina and Brazil. At constant exchange ratcs. 

BREAKDOWN OF CUSTOM 
WERCENTAGD 

Timodeposits 

TransacUon deposils'zt .. 
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(1) Excluding Argemina and Brazil. 
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UUVA 42 annual report 2003 

FINANCIAL REPORT 

In 2003 the Group once again improved its 
deposit structure by achieving increased growth, 
both in the domestic market and in America, in 
transaction deposits (current accounts and 
savings accounts), which, less costly for the 
Bank, accounted for 52.9% of total deposits as 
of December 31,2003 (excluding Argentina 
and Brazil), up from 52.2% and 50.7% at 2002 
and 2001 year-end, respectively. 

Public sector deposits totaled €8 billion, 
down 12.4% on 2002 due to the cancellation 
of the Law Courts accounts. Other-domestic- 
sector deposits amounted to €66 billion, up 
2.6% on the previous year, the most notable 
increase being that achieved in current and 
savings accounts (4.3%), giving rise to a 
concomitant reduction, due to the structural 
effect, of the cost of deposits. As at overall 

STOMER FUN 
(MILLIONS OF EURDS] 

31-12-03 . x  31-12-02 31-12-01 

O~-BALANCE-SHE!ZWSTOM~R FUNDS 182,830 1.3 180,570 196,406' 

Public sector 
Other domestic sectors 

Current accounts 
*Savings accounts 
*Time deposits 
-Assets sold under repuchase agreement 

*Current and savings accounts 
*Time deposits 
*Assets sold under repuchase agreement and other accounts 

Non-domestic sector 

141,048 
8,115 

65,917 
19,874 

17,144 
17,466 

11,433 

67,016 
24,535 

37,147 

4,734 

(3.8) 146,560 
(12.4) 9,264 

2.6 64,221 

(2.7) 20,430 
13.7 15,078 
3.1 16,944 

(2.9) 11,769 

(8.3) 73,075 
(1.3) 24,870 

(6.3) 40,268 
(40.4) 7,937 

166,499 
6,638 

65,502 
20,480 
14,173 
17,008 
13,841 

94,359 
33,308 

49,793 
11,258 

MARKETABLE DEBT SECURITIES 34.302 24.9 27,523 25,376 
Mortgage bonds 11,741 33.8 8.717 6,083 

Other marketable securities 22,641 20.8 18,746 19,293 

OT UNDS MANAGE 113,075 3.9 108.815 2&496 

Mutual funds 45,752 5.0 43,582 49,901 

Pension funds 40,016 9.4 36,563 41,249 

Customer portfolios 27,307 (4.8) 28,670 33,346 

TOTAL CUSTOMERFUNDS MANAGED 295,905 2.3 289,385 323,982 

M M IT &Argentina and Brazil): 
On-balance-sheet customer funds 
Other customer funds managed 
Total customer funds managed 

180,560 2.2 176,624 188,410 
110,365 4.2 105,913 117,759 
290,925 3.0 282,537 306,169 
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Group level, transaction deposits grew in 2003 
to account for 56.2% of other-domestic-sector 
deposits, up from 55.3% in 2002 and 52.9% 
at 2001 year-end. This was the result of the 
strong performance of savings accounts, which 
rose by 13.7% to €17 billion owing to the 
success of the Libret6n “savings fortnight” 
campaigns conducted in May and November. 
Current accounts totaled €20 billion. 

Although in 2003 the growth in stable 
funds centered mainly on mutual funds, time 
deposits rose by 3.1% to €17 billion, owing to 
the new Libreta Flexible (flexible savings 
account) launched in the course of the year, 
which enabled the Group to capture over 
€2,300 million. Assets sold under repurchase 
agreement fell by 2.9% to €11 billion. 

Non-domestic-sector deposits amounted to 
€67 billion as of December 31,2003, 
representing a year-on-year decrease of 8.3% 
at current exchange rates, although on a 
uniformly comparable basis (disregarding 
Argentina and Brazil and at constant exchange 
rates) they grew by 9.1%. In local currency 
terms, the most notable performances were 
those achieved in Venezuela and Colombia, 
with increases of around 50% and 20%, 
respectively, and in Mexico, where the 4.2% 
rise in total deposits conceals a 15.9% increase 
in traditional branch network deposit-taking. 

Marketable debt securities rose by 24.9% 
to €34 billion, as result of the 33.8% growth 
in mortgage bonds to nearly €12 billion, due 
to the issuance of €3,000 million of euro- 
denominated mortgage bonds in the first 
quarter, and the 20.8% increase in other 
marketable securities to over €22 billion. 
Subordinated debt totaled 67.4  billion at 2003 
year-end, having risen by 14.1% as a result of 
the €1,350 million of subordinated debt issues 
made in the year. 

Off-balance-sheet customer funds (mutual 
funds, pension funds and customer portfolios) 
rose by 3.9% to €113 billion in 2003, despite 

the depreciation of the Latin American 
currencies, without which, and disregarding 
Argentina and Brazil, the year-on-year increase 
was 10.3%. 

In Spain, off-balance-sheet funds grew by 
9.7% to nearly €61 billion, of which €37 
billion related to mutual funds (+ l l .6%),  €12 
billion to pension funds (+10.7%) and €11 
billion to managed customer portfolios 
(+2.8%). 

2003 saw an upturn in the trend of assets 
managed in mutual funds (following a year- 
on-year decrease of -9.2% in March, these 
funds recorded year-on-year variations of - 
0.9% in June, +6.4% in September and the 
aforementioned +1l.6% in December), due 
mainly to the fact that the Group was 
particularly active in the marketing of 
innovative guaranteed equity funds. The 
products launched in the first half of the year 
were the BBVA Garantizado Doble 6 2006, 
the BBVA Ranking and the BBVA Ranking 11, 
which led to the collection of over €1,900 
million. This policy was further strengthened 
in the second half of the year with the launch 
of the BBVA 5x5 Extragarantizado, the BBVA 
Extra 5 and the BBVA Extra 5 11, through 
which funds in excess of 63,800 million were 
collected. This enabled the Group to increase 
its market share for high value-added funds 
(guaranteed funds, equity funds, balanced 
funds and long-term fixed income funds) by 
50 basis points in the second half of 2003, 
resulting in a rise of 7 basis points for the year 
as a whole, thus consolidating BBVA’s leading 
position -with a market share of 21.2%- in 
this type of fund. As regards the Group’s 
performance in terms of total mutual funds, in 
the second half of the year it regained 22 basis 
points of market share, which as of December 
31, 2003, stood at 18.5%. Once again in 
2003, the BBVA Propiedad real estate 
investment trust recorded substantial growth, 
rising 79.8% to €572 million. 
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SPAIN 

MUTUAL FUNDS 
Mutual Funds (ex Real State) 

Money market 
Fixed-income 

Balanced 

Equity 

Of which: Guaranteed 

Of which: International funds 

Of which: Guaranteed 

International funds 

Global 
Real estate investment trusts 

'̂ PENSION FUNDS ' 

Individual pension plans 

Corporate pension funds 

CUSTOMER WRTFOLiOS 

*"EST OF THE WORLD 
Mutual funds 
Pension funds 
Customer portfolios 

n-. 
OTHER CUSTOMER FUNDS MANAGED 

BBVA is the market leader in pension funds 
in Spain, with total managed assets of €12 
billion and a market share of 20.0%. The 
10.7% year-on-year growth in assets under 
management was the result of the launch of 
the Ranking Plan in June and, above all, that 
of the innovative BBVA Protecci6n Pension 
Plans which, coinciding with the traditional 
end-of-year campaign, collected €801 million. 
Also, managed customer portfolios grew by 
2.8% in 2003 to €11 billion. 

Off-balance-sheet funds relating to the 
other markets in which the Group operates 

31-12-03 

60,596 

37,245 

36,673 
10,666 
11,057 
5,609 

2,393 
2,288 

12,019 

8,957 
2,426 

538 
572 

.12,208 
6,413 

5,795 

31.143 

52,419 
8,507 

27,808 
16,164 

313,075 

. n  31-12-02 31-12-01 

9.7 55,24%<"9 GY 58,604 
xA>A" *^ 

11.6 33.377 ,:I 36,691 
10.9 33,059 36,517 
4.6 10,201 10,378 

(1 1.3) 12,471 11,803 

(13.8) 6,504 5,847 
(25.1) 3,197 5,009 

(10.5) 2,557 4,037 
82.7 6,577 9,272 

139.4 3,742 4,556 

2.4 2,370 4,052 
(12.1) 613 55 

79.8 318 174 

10:7 10,680 
14.6 5,596 5,303 
6.7 5,432 5,317 

2.8 10,838 11,233 

(2.0) 53.572 65,892 
(16.6) 10,205 13,210 

8.9 25,535 30,569 

(9.4) 17,832 22,113 

3.9 108.81 5 124,496 

amounted to €52.5 billion, down 2.0% 
on 2002 due to the depreciation of the 
Latin-American currencies, without 
which they would have increased by 
10.2%. Pension funds, in which BBVA 
leads the Latin-American market with a 
share of 28.6%, totaled nearly €28 
billion and experienced an upward trend 
in 2003, achieving growth of 20.5% a t  
constant exchange rates (8.9% in current 
euros), whereas mutual funds amounted 
to €8.5 billion and managed portfolios 
€16.2 billion. 
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OTH ER BALANCE - SH E ET 
ITEMS 

The most noteworthy variation in the 
securities portfolio in 2003 was the increase in 
the volume of the fixed-income portfolio, 
which grew by approximately €3,000 million 
(4.3%) due to the increase in the positions 
arising from the management of assets and 
liabilities on the Group’s balance sheet. The 
equity securities portfolio fell by 3.3% as a 
result of the reductions in BBVA’s investments 
in industrial corporations and financial 
entities, the most notable of which, due to the 
gains obtained, was the disposal of its holding 
in Cridit Lyonnais. 

As regards the other items on the asset side 
of the balance sheet, the most notable 
development was the decrease in the non- 
revenue-earning assets: goodwill fell by 

GOODWILL IN CONSOLIDATION 
(MILtlONS OF EUROS1 

Global and propotional integration method 

Banks in America - Pension fund management companies in America 

Other 
Companies accounted for by the equity method 

GOODWILL IN CONSOLIDATION x > <  < 

12.9%, property and equipment by 18.2% 
and other assets by 3.4%, as a result of which 
the proportion of assets producing no yield to 
total assets dropped to 8.6% from 9.5% as of 
December 31, 2002, with the concomitant 
positive effect on the balance-sheet return. 

in 2003 since the total amount amortized 
-ordinary period amortization and writeoffs 
arising on the sales of investees- was higher than 
the addition resulting from the increase in the 
Group’s holding in Bancomer. The reduction in 
property and equipment was particularly 
noteworthy in Mexico, where the fixed asset 
rationalization process is still underway. The 
variations in the Troperty and Equipment” 
caption included a 25% reduction in the balance 
of the foreclosed assets held by the Group, 
which as of December 31,2003 accounted for 
only 4.8% of total property and equipment. 

The balance of the “Goodwill” caption fell 

31-12-03 . K  31-12-02 31-12-01 
” ”  

2,651 (7.7) 2,871 3,045 

1,961 (5.6) 2,077 2,022 
447 (13.4) 51 5 709 

243 (12.9) 279 31 4 

1,056 (23.8) 1,386 1,572 

, ”  

3.707 (1 2.9) 4,257 4,617 
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Capital 
Base 

BBVA's on-going objective is to maintain a 
solid capital base. At the close of 2003 the 
Group had a sound standing in terms of its 
capital and its capital ratios exceeded those of 
the previous year placing them among the 
highest of the main banks in the Euro zone. 

Efficient capital base management 
throughout the financial year enabled BBVA to 
offset the effect on equity of the severe 
depreciation of the Latin American currencies 
and the dollar against the euro, and of the 
4.2% increase in risk-weighted assets. 
Consequently, at December 31,2003, the 
BBVA Group's capital base stood at €21,584 
million in accordance with the criteria of the 
Bank for International Settlements (BIS), 6.2% 
higher than a t  December 31,2002, with a 
surplus of €7,057 million in excess of the 
required amount, 27.4% up on the €5,540 
million recorded a t  the close of 2002. 

As of December 31,2003, core capital stood 
at €10,501 million, 9.3% higher than the figure 
as of December 31,2002, and higher than the 
rise in risk-weighted assets between the two 
dates; consequently, the ratio climbed to 6.2% 
in comparison with 5.9% in December 2002. 

In order to optimize the structure and cost 
of the capital base, in 2003 preferred stock 
was repaid early, as follows: in March BBVA 
repaid US$350 million with the coupon at 
7.2%, in April it repaid US$200 million with 
the coupon at 7.2% and in June it repaid 
US$248.25 million with the coupon at 8%. In 
order to partially offset these repayments, in 
December €350 million of preferred stock 
were issued on the domestic market. 

If the preferred stock is included, whose 
share of total higher quality capital dropped 
by nearly 3 points in the year to 27.0%, Tier I 
capital stood a t  8.5% as of December 31, 
2003 (8.4% in December 2002). 

Also, lower quality or Tier I1 capital was 
boosted in 2003 through two subordinated 
debt issues for institutional investors. €600 

1 00 



annual report 2003 47 BBVA 

CAPITAL BASE (SI$ REGULATIONS) 
(MILLIONS Of EUROS) 

1) 
Capital stock 

Reserves''' 
Minority interests 

Preferred shares 
Other 

Deductions 

OTHER ELIGIBLE CAPITAL (TIER I 
Subordinated debt 

Revaluation reserves and other 

Deductions 

Minimum capital requirement 

CAPITAL SURPLUS 

CORE CAPITAL 

TIER 1 6) 

TlER I1 (%) % *  > 

(1) Not irduding revaluation reserves, since these am wnsidered asTlER II. 

million of subordinated debt maturing 
in 2013 and €750 million of subordinated 
debt maturing in 2015 were issued in July 
and November, respectively, As a result, 
Tier I1 capital increased by a tenth in the year 

At the close of 2003, the BIS ratio was 
to 4.2%. 

12.7% in comparison with 12.5% as of 
December 31, 2002. 

31-12-03 . %  31 -1 2-02 

14,392 5.2 1$6W 
1,566 1,566 
10,734 0.2 10,709 
5,837 (4.6) 6,120 
3,891 (4.5) 4,075 
1,946 (4.8) 2,045 
(3.745) (20.6) (4,715) 

7,192 8.2 6,646 
6,328 30.5 4,848 
1,590 (38.4) 2,583 

(726) (7.5) (785) 

>? 3 

21,584 6.2 >V 20,326 

14,527 (1.7) 14,786 

7,057 , 27.4 5,540 

170,024 4.2 163,110 

12.7 12.5 

6.2 5.9 

8.5 8.4 

4.2 4.1 

31-12-01 
14,812 
1,566 
11,649 
6,990 
4,349 
2,641 
(5,333) 

7,229 
5,569 
2,479 
(81 9) 

22,101 

15,783 

6,318 

174,927 

12.6 

6.0 

8.5 

4.1 

In 2003 Moody's and Fitch confirmed their 
long-term ratings assigned to BBVA of Aa2 
and AA, respectively. In June Standard & 
Poor's improved the Bank's outlook and 
maintained the long-term rating of AA and the 
short-term rating of A-l+. This decision, based 
on the lower risk of the investments in Latin 
America, reflected the expectation that BBVA's 
operating profit will remain strong, due to the 
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high quality of its loans, the high profitability 
of its domestic franchise and the gradual 
improvement of earnings from Latin America, 
particularly from Mexico. Standard & Poor’s 

Moody’s 
Fitch - IBCA 
Standard & Poor’s 
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decision recognized the Group’s successful 
management and its sound competitive 
position among Europe’s largest financial 
entities. 

Financial 
Long term Short term strength 

Aa2 P-1 B t  
A4- F - l+  B 

AA- A-I + 
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The BBVA 
share 

At the close of 2003 BBVA's market 
capitalization stood at €34,995 million after 
increasing €5,849 million in the year. In 
market value terms, BBVA ranks fourth among 
the European banks listed in the Euro Stoxx 
50 (the index representing the general average 
of the market in the Monetary Union). The 
BBVA share ended 2003 at a price of €10.95, 
having gained 20.1% since December 31, 
2002, more than the Euro Stoxx 50, which 
gained 15.7% during the same period. 

markets experienced a significant recovery 
following the decline which began in 2000 and 
worsened in 2001 and 2002. However, there 
were two different stages in the behavior of 
international stock markets during the year. 

In the first stage, which lasted from the 
beginning of the year to mid-March, there 
were widespread declines on the stock 
markets. Investor attention focused on the 
conflict in Irak, and share prices therefore 
factored-in a war premium and volatility was 
at  a record high. In this period, the weakness 
of the world economy was always at the 
forefront of investors' minds and the 
euro/dollar exchange rate became the main 
indicator of market sentiment. The absence of 
any prospect of growth had a particularly 
damaging effect on the evolution of the 
dollar, the price of which evidenced a luster 
lack US economy, interest rate spreads, the 
current account deficit and lower capital 
inflows. 

In the second stage, the stock markets 
managed to buck the downward trend and 
began to recover once the principal 
geopolitical uncertainties had been overcome 
and, consequently, volatility fell considerably. 
In this period the market reflected the 
improved prospects of growth in the world 
economy, in particular in the US economy, 
although the macroeconomic data that were 
published were not always interpreted 

During the year the international securities 
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THE BBVA 

Number of shareholders 

Number of shares issued 
Daily average number of shares traded 

Daily average trading (millions of euros) 
Maximum price (euros) 
Minimum price (euros) 
Closing price (euros) 

Book value per share (euros) 

Market capitalization (millions of euros) 

positively. In general, business results were in 
line with or better than expected. As a result 
of the gradual reduction in volatility, the 
major stock market indexes closed the year at  
annual highs. 

The BBVA share price was also caught up 
in the general market behavior, although it was 
affected differentially by the political, 
economic and social situation in Latin 
America, given its economic exposure in the 
region, which is why it gained slightly less 
ground than the Euro Stoxx Banking Index 
(the index representing the sector in the Euro 
zone), which rose 31.0%, and the IBEX 
Financials Index, which gained 31.1%. 

31-12-03 

1,158,887 

3,195,852,043 

32,436,618 
297.86 

10.99 
6.83 

10.95 

3.88 
34,995 

31-12-02 

1.1 79,074 

3,195,852,043 
24,392,253 

272.21 
14.21 

7.06 
9.12 
3.87 

29,146 

31-12-01 

1,203,828 

3,195,852,043 

15,199,693 
21 3.97 

17.30 
9.18 

13.90 
4.17 

44,422 

At year-end the BBVA share P/E ratio stood 
at  15.7 times. The book value per share was 
€3.88, with a priceibook value multiple of 2.8 
times. EPS was E0.70, 29.5% higher than in 
2002, similar to the increase in net attributable 
profit, as the number of shares did not change 
in 2003. 

In July and October 2003 and January 
2004, BBVA's shareholders were paid three 
interim dividends of €0.09 each out of 2003 
results. Adding the final dividend of €0.114, 
which is to be submitted to the Shareholders' 
Meeting for approval, shareholders will receive 
a total dividend out of 2003 results of €0.384 
per share, 10.3% more than the €0.348 

ICE INDEX 
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Euro Stoxx 50 
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SHARE PERFORMANCE RATIOS 
< * <SA;> 

PricelBook value (times) 

PER (PricelEarnings; times) 

Yield (Dividend/Price; X) 

distributed out of 2002 results. Consequently, 
the pay-out ratio was 55.0% and the dividend 
yield, calculated on the basis of the share price 
at year-end, was 3.51%. 

On a medium and long term investment 
horizon, BBVA remains one of the companies 
with the greatest shareholder value generating 
capacity, as evidenced in the table below which 

DIVIDEND PER SH 
EUmI 

n RR? 0.384 

31-12-03 31-12-02 31 -1 2-01 

2.8 2.4 3.3 
15.7 17.0 18.8 
3.51 3.82 2.76 

displays investor returns on BBVA shares over 
the last eight years for each purchase and sale 
date (considering share price changes, 
reinvestment of dividends and paybacks). In 
the period 1996-2003, the annual average 
return on the BBVA share was 19.4%, 
meaning that anybody who invested in BBVA 
shares as of December 31, 1995, has more 
than quadrupled their capital by December 31, 
2003, while the Ibex 35 only gained 113.2% 
in the same period. 

As of December 31,2003, BBVA's 
shareholders numbered 1,158,887, the 
broadest shareholder base in the Spanish 
financial system. No individual shareholder 
owned 5% or more of the Bank's share 
capital. 95.5% of the shareholders own fewer 
than 4,501 shares, representing 16.6% of the 
capital, and the average holding per 
shareholder is 2,757 shares, equivalent to an 
amount of €30,197 at the year-end price. 
44.1% of the capital is owned by individual 

TOTAL ARE 
(1996-200 

Average annual retum at the end of each period 6) 
1996 1997 1998 1999 2mo 2001 2002 2003 

1995 50.6 74.0 63.4 47.4 40.1 30.1 18.7 19.4 
1996 97.6 69.6 46.0 37.4 26.2 14.0 15.3 
1997 47.1 26.1 22.1 13.1 2.3 5.6 

g? 1998 8.1 11.3 3.6 (6.6) (1.2) 
14.5 1.5 (11.0) (3.4) 

(10.1) (21.6) (8.7) 4 2000 
2001 (31.6) (7.9) 
2002 23.9 

E 

P lgg9 

.- c .- - 

. x  
cumulative 

2003 

311.8 
171.5 
38.8 
(5.7) 
(12.8) 
(23.8) 
(15.3) 
23.9 

106 (1) Considering share price variations. reinvestment of dlvldends and nominal refunds. 
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SHAREH RE 
(31-12.03) 

Number of shares 

Up to 150 
151 to 450 

451 to 1,800 
1,801 to 4,500 

4,501 to 9.000 
9.001 to 45,000 
More than 45,000 

TOTAL- 

investors, 54.7% by institutional investors and 
the remaining 1.2% by members of the Board. 
Non-resident shareholders account for 44.8 YO 
of the share capital, a slightly lower figure 
than that reported last year. 

The BBVA share trades on the Spanish 
electronic stock market, on the major 
European markets as well as on the New York 
Stock Market (as ADSs represented by ADRs). 
The BBVA share is listed on the Ibex 35 and 
Euro Stoxx 50, with weightings of 12.2% and 
2.4%, respectively. 

The BBVA share, characterized by its high 
liquidity, traded on the 250 days of the 2003 

Shareholders 
Number K 

447,725 38.6 
347,959 30.0 
243,116 21 .o 
68,312 5.9 

25,842 2.2 
21,767 1.9 
4,166 0.4 

1,158,887 100.0 

Shares 
Number K 

36,729,873 1.1 
91,365,696 2.9 

210,477,164 6.6 

191,003,480 6.0 
162,070,175 5.1 

387.048.451 12.1 

2,117,157,204 66.2 

3,195,852,043 1W.O 

stock exchange calendar. During the year, 
8,109 million shares were traded on the 
electronic market (33.3% more than in 2002), 
representing 253.7% of the share capital. On 
average, 32.4 million shares, or 1.01% of the 
Bank's share capital, were traded every day, 
representing a mean daily cash volume of 
€298 million, 9.6% more than in 2002. The 
block market (market for institutional 
investors that requires a minimum volume to 
trade) and special transactions accounted for 
40.3% of this mean daily volume, and the 
remaining 59.7% was traded on the ordinary 
market. 

Individuals 41.3% 
Financial 5.5% 

. .  

entities 
A- 

I Employees 2.8% 
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RISK AT BBVA 

The assumption of risk is inherent to financial 
activity. The correct management of risk should 
contribute to the reliable and sustainable 
generation of value over time, so that 
shareholders, customers, and employees can be 
confident that the Group has a sound and 
consistent risk management model. 

The BBVA Group considers that risk 
management is a basic component of its 
competitive advantage, and in order to achieve 
this objective devotes the required effort and 
resources to ensure that the risks incurred by 
the Group in the course of its various business 
activities are duly identified, measured, valued 
and managed. 

The Group manages customers, products, 
portfolios or balance sheets in the business or 
geographical areas it operates in, and BBVA 
addresses the management of credit or 

GLOBAL RISK MANMIEMEM 

^ > ^  
> > *  

UIS'IOMERS 

PRODUCTS 

counterparty risk, market risk, operational risk 
and structural risk in those areas. Structural 
risks include liquidity, interest and exchange 
rate risks, which are implicit to the Group's 
balance sheet. 

In an ever more globalized and 
interdependent world, the appropriate 
management of different types of risks 
associated with each area involves overall 
management of all of them. 

This is particularly complex, because in 
general, credit risks relate to customers, market 
risks to portfolios and products, structural risks 
to balance-sheet aggregates and operational 
risks are normally identified in processes and 
circuits. 

The heterogeneous nature of the areas in 
which risk needs to be measured, the variety of 
types of risk and the interdependence between 
them make it necessary to have uniform tools 
and models to make it easier to manage them. 

DIFFERENT ENVIRONMENTS 
MULTIPLE INTERACTION 
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Two basic factors help to achieve this 
objective. The first, quantitative, factor is the 
use of a common measure that enables the 
different risks implicit in processes, products, 
customers or portfolios to be measured in a 
uniform way. This measure is economic capital 
and the expected losses associated with each 
business activity. Only with these measurement 
instruments it is possible to manage risks 
globally across such diverse activities and to 
consider the many interactions between the 
different areas and the risks themselves. 

The second, mure qualitative factor, is the 
implementation of a uniform risk management 
model at the Group. This means that the 
measurement tools, circuits, procedures, 
information and monitoring systems, limits, 
policies and control patterns must reflect risk 
management methods and indicators that are 
common to the whole Group. 

implementation of the risk model in 2003, as is 
explained in the following pages. The tasks 
performed to that end, in terms of both the 
development and renewal of rating and scoring 
tools and their use in day-to-day decision- 
making processes, and in the creation of 
databases and the uploading of information to 
enable loss-given-default (LGD), expected 
losses, economic capital, etc., to be calculated, 
have at  all times borne in mind the future 
regulatory framework, known as Basel II, that 
will govern financial entities. 

The Group made consistent progress in the 

NEW REGULATORY CAPITAL 
PROPOSAL: BASEL I I  
On April 29,2003, the Basel Committee 
published the third and final consultative paper 
which includes a Proposal for a New Capital 
Accord to replace the current Accord. BBVA has 
performed a very active role in the long period 
of dialog between the Committee, the financial 
entities and the supervisory authorities, which 

will give rise to the final draft of the paper. The 
definitive version is expected to be published in 
the first half of 2004. 

BBVA is aware that from both, the 
standpoint of the overall direction pursued by 
Basel 11, and the approach followed in its 
implementation, benefits will be generated not 
only for the banks directly involved, but also 
for the financial system as a whole. The 
sensitivity of regulatory capital to economic 
risks will be clearly increased, the banks’ 
knowledge of the risks they incur will improve 
and, in short, the financial system will be more 
secure, sound and efficient. 

However, one of the aspects in which the 
Basel I1 model most needs to be improved is in 
the recognition of diversification, the benefits 
of which are only partially taken into account 
in the Committee’s proposal. 

BBVA has performed several studies that 
attempt to find feasible solutions for modeling 
diversification in the context of the Basel 11 
model, without losing the simple structure of 
the current proposal. 

Accordingly, in 2003 BBVA sent to the 
regulators certain specific proposals that 
would, in a simple way, include the benefits of 
diversification in the Basel I1 model. 

BBVA is convinced that the New Basel 
Capital Accord will not only affect the capital 
adequacy ratios required of banks but will also 
have a significant impact on the way the banks 
operate, manage risk and assign resources. 

developments that will enable us to opt to use 
Basel I1 internal models from the beginning. 

Mention should be made, among other lines 
of action, of the fact that the Group has 
consolidated the Internal Risk Control function, 
the basic purpose of which is to check that the 
risk management processes are effective, and in 
line with best practices in the market and with 
the Group’s management model. The Internal 
Control Unit is seeking to fully cover the Basel 

Therefore, BRVA has been preparing different 
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Pillar II requirements, and to this end it has 
launched tlaunched the “Contigo Plan” 
(internal risk control plan) to review with the 
business areas their main processes and identify 
any gaps needing improvement. 

Also, work is being performed on the Risk- 
adjusted Return (RAR) Project, which is 
creating the infrastructure and default and 
LGD databases required for economic capital, 
expected loss and RAR to be calculated for the 
whole Group. This will enable the internal 
model information and management 
requirements envisaged in the future Basel 
regulations to be met. 

GLOBAL RISK MANAGEMENT 

Economic capital is a basic element in the 
calculation, on a properly risk-adjusted basis, 
of returns and intrinsic value of the various 
different businesses and activities, and for the 
continuous evaluation of capital adequacy in 

economic terms, beyond the purely regulatory 
measures. This makes the Group’s capital 
assignment process more efficient. 

BBVA measures economic capital by 
portfolio, which means that aggregates by 
business unit, product type, country or risk 
type can be calculated. 

in 2003 to provide the Group with better 
measures of economic capital that are fully 
integrated in the Group’s management 
structures. 

Firstly, further progress was made on the 
aforementioned RAR (Risk-adjusted Return) 
Project, and at 2003 year-end an inventory was 
available wirh calculations from transaction level 
of expected loss, economic capital, regulatory 
capital per Basel I1 (for all the envisaged options) 
and Risk-adjusted Return for the Parent Bank’s 
portfolios. The system is flexible enough to 
include any changes that may be made in the 
final version of the New Capital Accord. 

Work was performed in the following areas 

5’*. 
rational 

^ ^  
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The calculations of the different types of 
risk and the inclusion of the information 
available in the different corporate and 
business management tools are expected to be 
added in 2004. 

subsidiaries, work was performed in 2003 on 
the functional design stage of the project and 
the construction of the regional infrastructure 
in Mexico that will facilitate the development 
of the project in the various countries. 

Also in 2003 the economic capital 
calculation methodology was reviewed and it 
was decided to retain an internal capital 
calculation method that is basically similar to 
the advanced internal models in Basel 11. 
Consequently, economic capital will be 
calculated using the methodologies developed 
in-house on the basis of the information 
available, and the Basel 11 assumptions will 
only be used when it is considered that they 
faithfully reflect the risk. 

internal methodology and the calculations in 
the advanced internal models in the New 
Accord are as follows: 

In the case of the Latin-American 

Some of the material differences between the 

The economic capital calculation only 
includes unexpected losses, while expected 
losses are removed. Also, an adjustment is 

made to the economic capital base for the 
difference between the total volume of 
provisions and the calculated amount of 
expected losses. 

internally, as opposed to the standards 
included in Basel 11, where there is ample 
scope for improvement in the treatment of 
diversification. 
The economic capital calculations include 
certain risks not explicitly envisaged in 
Pillar I of the New Accord. 

In short, maintaining internal measures of 

Credit correlations are estimated 

economic capital differing from those required 
by regulators is part of the objective of having 
capital measures that are as closely linked as 
possible to the risks incurred. 

Lastly, in 2003 risk-adjusted capital ratios 
were designed and quantified to facilitate 
monitoring of the Group’s capital level with 
respect to the consumption of economic 
capital. These ratios supplement the traditional 
Basel ratios that enable uniform comparison 
with competitors to be made. 

The accompanying graph shows the 
distribution by business areas of the Group’s 
economic capital as of December 31,2003, in 
attributable terms -net of minority interests-. 
Retail Banking Spain and Portugal represents 

Industrialand 13% 

America 24% 1 
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35%, 51 % of which is absorbed by the 
Commercial Banking unit and 27% by the 
Corporate Banking unit. America accoiints 
for 24% of economic capital, of which 
Mexico absorbs almost half (45%), 
Wholesale and Investment Banking represents 
17% of capital, while Corporate Activities, 
which basically include investments in 
industrial corporarions and in financial 
entities and the ALCO's activity, accounts for 
the remaining 24%. 

By type of risk, credit risk continues to 
account for a major portion (48%) of the 
Group's use of economic capital, which is in 
line with the Group's business portfolio, and 
was at a similar level to rhat of 2002. LMarket 
risk, which includes the structural balance- 
sheet risk associated with variations in interest 
rates and exchange rates and the equities 
portfolio risk, stood a t  34% of total capital, 
and operational risk at 12%. The remaining 
6% iiicludes real estate and the use of capital 
deriving from the business activity of the 
Group's insurance companies. 

CREDIT RISK MANAGEMENT 

Evolution of credit risk exposure and 
quality 

In 2003 the BBVA Group's overall credit risk 
exposure increased by 1.9% to €321 billion a t  
yea r-end. 

Customer lending (48% of the total) and 
credit lines drawable by third parties (16%) 
increased by 4.7% and 8.4%) respectively, in 
the year, whereas the potential exposure to 
credit risk in market operations (31% of the 
total) and contingent liabilities (so/) decreased 
by 3.4% and 8.3%, respectively. 

The bulk of the exposure to customers is in 
Retail Banking Spain and Portugal, which 
accounts for 59% of the roral (53% as of 
December 31, ZOOZ), followed by Wholesale 
and Investment Banking (25%) the same 
percentage as in 2002). 

In 2003, the percentage weight of total 
lending made by the Group in Spain (including 
the subsidiaries abroad, basically in Europe) 
again increased, by more than four percentage 
points to 81.6%). The rest of Europe accounted 
for M Y 0 ,  while the exposure in Latin- 
American countries declined from 20.2%) to 
15.6'3'0, due to the depreciation of most of the 

> "  
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ROSS LEN 
AREA 

Latin-American currencies an+ to the sale of 
the investment in Brazil. Of the 15.6%, 11.6% 
was concentrated in investment-grade-rated 
countries (8.1% in Mexico, 2.0% in Chile and 
1.5% in Puerto Rico) and, accordingly, only 
4.0% of the Group’s loans are in countries 
below investment grade. 

The BBVA Group’s main credit risk quality 
indicators improved in 2003. Thus, its 
nonperforming loans ratio was 1.74% at 2003 
year-endy down 63 basis points with respect to 
Decemher 31,2002. Disregarding Argentina 
and Brazil, the ratio was 1.31% (1.70% as of 

AND 

average ratio W 
Nonporforming loans ratio 

209.7 201.1 
191.1 v 

1.31 

11) Excluding Argenlina and Brazil. 

December 31, 2002). Also, including 
contingent liabilities and excluding country-risk 
positions, the Group’s nonperforming loans 
ratio fell to 1.37%, down 48 basis points from 
2002 year-end. 

This performance was due to the reduction 
in the rate of loans becoming nonperforming 
from 2.92% in 2002 to 1.62% a t  2003 year- 
end, and to the improvement in the recovery 
race to 27.8%) of critical assers (the 
nonperforming loan balance plus new 
nonperforming loans in 2003) from 25.5% 
in 2002. 

Lalin America 15.6% 
Spain I 81.6% 

RestofEurope W 2.8% 

Mexico 8.1% 

Chile ff 2 0% 
(+branches 

abroad) 

Colombia H 0.6% 

Other btin-American 0.6% 
countnos 

114 



OUVA 62 annual report ZOO3 

RISK MANAGEMENT 

nonperforming loans ratio for America 
(disregarding Argentina) was 4.01%, after the 
application of corporate classification methods 

2.92 

As a result of these developments, the 
lionperforming loan balance decreased by 
23.1% to 62,673 million, 38.1% of which 
related to Spain, 26.0% to Argentina and 
18.3% to Mexico. 

All the business areas performed highly 
satisfactorily: Retail Banking Spain and 
Portugal reduced its nonperforming loans ratio 
by 12 basis points to 0.88% as of December 31, 
2003, and recorded an all-time low in its new 
nonperforming loans ratio (0.70%) of lending), 
Wholesale and Investment Banking saw a sharp 
fall in its rate to 0.66%) due to the absence of 
significant new nonperforming loans and to 
recoveries in the doubtful portfolio, while the 

in certain countries. In Mexico the ratio fell 
from 4.22% as of December 31,2002, to 
3.95%) at 2003 year-end. 

The BBVA Group’s coverage ratio increased in 
2003 to 166.3%1,19.5 percentage points higher 
than at 2002 year-end. If Argentina and Brazil are 
excluded this figure rises to 201.1 %, compared 
with 191.1% as of December 31,2002. 

The Group’s lending to the private-sector 
resident in Spain amounted to €102 billion, 
and the risk was highly diversified between 
financing for individuals (44.0%) and business 
activities (56.0%), and there was no material 
concentration in the sectors inost sensitive to 
the current economic and political situation. 

The purpose of most of this lending is to 
finance individuals’ purchases of their own 
home. This type of lending accounted for 
31.oV0 of the total and a lionperforming loan 
ratio of 0.42% (9 basis points lower than as of 
December 31, 2002). 

Financing of business activities is 
conveniently distributed across various 
industries, the most noteworthy being the 
services-real estate business (1 3 YO), 
manufacturing industry (IO%), construction 
(8%) and trade and services and repairs (7%). 

Rest ofEurope 1.1% 

Mexico 18.3% 
Argentina w 26.0% 

Latin America w 60 5% 

h e r t o  RlCO 1 .I% 
Chile w 1.5% 

Colombia 4; 3.0% 
Mher W 2.3% 
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Credit risk profile 

Early measurement of credit risk, basically 
expected loss and economic capital, permits 
advanced monitoring of the portfolio’s risk 
profile. 

The two basic components of these 
measures are probability of default and LGD, 
which are described below, followed by certain 
expected loss indicators relating to the Group’s 
various portfolios. 

Probability of default 
This is determined by in-house measuring tools 
(rating and scoring) that include the specific 
risk factors of the various customer segments 
and rransaction types. 

In general, default is understood to mean a 
payment delay of more than 90 days and is 
usually measured for a one-year time horizon, 
which is in line with the Basel I1 consultative 
paper. 

The rating and scoring tools provide a 
measure of the level of risk which, by means of 
a statistical process known as calibration, is 
associated with a specific probability of default. 
This probability of default is then mapped onto 
a rating on a master scale, which enables the 
Group’s various risk portfolios to be uniformly 

Master Default Probability 
Scale (in basis points1 
Rating 

AAA 1 0 2 

AA 3 2 5 

Average Minimum Maximum 

A 

EBB+ 
BBB 
BBB- 

BB+ 
BB 
BB- 
B+ 

B 
B- 
ccc 

7 

14 
20 

5 11 
1 1  17 

17 24 
31 24 
51 39 
88 67 

150 116 

39 
67 
116 
194 

255 19h 335 

441 335 581 
785 58 1 1,061 

2.122 1.061 L.2W 

classified. The narrowest version of the master 
scale classifies outstanding risks in 13 categories 
(the version used covers 34 risk levels). 

Applying this master scale to the risks of the 
Parent Bank and its subsidiaries in Spain with 
companies, financial entities, institutions and 
sovereign borrowers discloses a distribution of 
ratings, weighted by exposure, in which 62% 
of the credit risk exposure is concentrated in 
the A-rated or higher bracket. 

AAAlAA A EBB+ BBB BBB- BE+ BB BB- E t  E B- ccc 
(1) AdiviIi~s of the Parent Company and subsidiaries In Spain Companies. financial entities and sovereign risks 
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ccc 
, ,  

AAAlAA A BBBt EBB EBB- BE+ BB BB- E+ E B- 

(1) Activities of  the Parent Company and subsidiaries in Spain. Companies, financial entities and instilutions 

If we exclude sovereign risks, 49% of the 
exposure is still rated A or above and 72% is 
rated BBB- or higher. 

development and completion of several 
historical default and LGD databases, and 
these enable very precise estimates to be 
obtained of the probability of default and 
LGD inputs required in credit risk 
management. 

enable how the term affects the probability of 
default to be analyzed. In the retail segment 
-mortgages and consumer loans- this effect is 
clearly shown in the graphs below, which were 
obtained by segmenting the historical 
information of the risk of BBVA’s consumer 
and mortgage loan portfolio in Spain. If these 
graphs are compared with those shown in the 
2002 Annual Report, 3 slight reduction in the 
yearly default rates for the two portfolios can 
be observed. 

The two methods used for grouping the 
information were as follows: 

The scores were divided into five groups, 
Group 1 being the best-scored loans and 
Group 5 the worst-scored loans. 

In 2003 work continued on the 

Among many other aspects, these databases 

The time, in years, that has elapsed since 

As can be seen, the scorings do have an 
adequate prediction capability, because the 
best-scoring loans are seen to have the least 
probability of default, and vice versa. In 
both business segments and for all the 
scoring groups, it can be seen that the 
estimated probability of default increases 
until the second year, when there is a change 
of trend and the probability of default starts 
to decrease. 

Since a further year of database 
performance is now available (compared tu 
the graphs shown in the 2002 Annual 
Report), it can be seen even inore clearly that 
the score ceases to play an absolutely 
decisive role in the probability of default of 
sufficiently mature transactions (all the 
curves converge at a single average default 
rate). 

In  short, most of the BBVA Group’s 
activities subject to credit risk are assessed 
at origin with rating or scoring tools, so 
each transaction has an  associated 
probability of default that is consistent and 
homogeneous with corporate requirements. 

the loan was granted. 
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Ihighest score) 

Group 2 

Group 3 4 

Group 4+ 

Gmup 5+ 
(lowest score) 

I 2 3 I 5 6 I 8 
Years elapsed since granting of loan 

2.0% 

1.5% 

Group 1 +. 
(highest score) 

Group 2 

Group 3 

Group 4+ 

Group 5+ 
(lowest score) 

1 2 3 6 5 6 
Years elapsed since concession 

"" " 

BABlLlTlE 
997-2002) 

Consumer 4- 

Mortgage f 

1 2 3 4 5 6 
Years elapsed since loan granted 

118 



BBVA 66 annual report 2003 

RISK MANAGEMENT 

Loss-given-default (LGD) 
LGD can be defined as the percentage (of the 
total risk exposure at the time of the default) of 
final loss in the event of a default on a 
transaction, i.e. the percentage that is not 
finally recovered. 

BBVA is permanently working in two 
areas: on the one hand to comprehend and 
adequately estimate this economic variable 
and, on the other, to reduce the figure using 
more flexible and efficient recovery 
mechanisms. 

databases in 2003 gave rise to considerable 
improvements in the estimates of the LGD in 

As stated above, the development of new 

the loan portfolios. These databases enable the 
information on recovery processes to be 
separated and analyzed using various 
segmentation methods and studies to be made 
to ascertain the relevant axes (product, 
collateral, the loan to value relationship, etc.). 

The following graphs show the first 
estimates for the retail segment -mortgages and 
consumer loans -. They were obtained, as the 
graphs relating to the probability of default 
were obtained, froin historical information on 
BBVA's consumer and mortgage loan portfolio 
in Spain. 

The graph shows that more than 80% of 
mortgages have a recovery rate in excess of 

MORTGAGE 

90% 

BOX 

10% 
60% 

- 5 502 
6OX ' 30% 
20x 
1 ox 

0 

Recovery rate 

t 
50% 

60% 
P 
I 30% r 

20% 
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" 0  

- 

Recovery rate 
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90% (it must be borne in mind that LGD is 
100% less the recovery rate). 

The following graph shows the analysis 
performed on BBVA Spain’s consumer loan 
portfolio. In the retail consumer loan segment 
the recovery rates are, logically, lower than 
those in the mortgage loan segment. The trend 
falls into two categories: there are many 
defaulted consumer loans for which the 
recovery rate is very low and many others, as 
was the case with mortgage loans, for which 
the recovery rates is over 90%. 

Expected losses 
During 2003 the estimates of the BBVA 
Group’s expected losses were adjusted in line 
with the new information provided by the 
historical risk databases, which enable 
recurring information to be obtained by 
geographical areas and by business areas and 
segments. 

The breakdown of the Group’s expected 
losses, as a percentage of exposure, shows that  
the domestic banking Group accounts for 81% 
of total exposure and has an expected loss of 
0.24%) of that exposure, whereas Mexico and 
the rest of the Group have expected losses of 
0.68Y0 and 0.88%), respectively. 

Weigh1 of exposure/total Gmup exposure ( x )  

Expecled loss ( X  exposure) + 

0.88 

Domestic Banking Group Mexico Rest of BBVA Group 

120 

The attributable expected loss in the main 
business areas by exposure -Wholesale and 
Investment banking represents 38% of 
exposure and Retail Banking Spain and 
Portugal 36%- was 0.06% and 0.47%, 
respectively. America (excluding Mexico) had 
an expected loss of 1.03% of exposure. The 
related table also shows the expected loss rates 
for the domestic banking Group’s main 
business segments. 

WwgM of exposurellolal Gmup exposure (x )  

Expected loss ( X  exposure) + 

Rclail Bankina Mexico Rest of Wholcsale Coruoratlve 
5 ainand - America and lnvtstmtnl Aclivilies 
kort ugai Banking and Other 

ECTED 8Y SE 
MAQE OFWEUREAT3l-I2-OI) 

0.57 

Authoriliesll) and Small 
Companies 

VI Activities of lhe Parent Company and subsidiaries in Spain. 
(1) Excluding sovereign nsks. 
(2) Large companies with approximate billing exceeding €150 million. 
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Credit risk in market activities of OTC financial instrument collateralization 
agreements. 

valid netting agreements with each of the 
jurisdictions in which it operates, which 
account for a significant share of total 
exposure. 

The net market value of the OTC 
financial instruments in the portfolio a t  year- 
end was €3,876 million, with a mean 
residual term of 95 months. The average 
replacement value, measured in gross terms, 
was €4,915 million. 

Measurement of the credit risk in OTC 
financial instruments to counterparties is 
carried out by daily marking to market of the 
positions held plus an estimate of the 
maximum increase in the value of the security 
that can be expected through maturity. 

The equivalent maximum credit risk 
exposure to counterparties was €14,669 
million as of December 31,2003,24.9% down 
on the previous year's figure. This reduction in 
risk was mainly due to the intense development 

BBVA continued its policy of signing legally 

Gmss Net Equivalent Average 

Exposure (Months) Value 
Replacement Replacement Maximum Term 

OTC FINANCIAL INSTRUMENTS 
I RS 3.370 2.794 8,786 135 
FRAs 0 (1 ) 43 4 
Interest rate options 373 355 764 92 

L On: INTER iRIVATIVES 7 .3.1 131 

* "  ~ >, 
Value 

> ,^MMM^xwm , --- 

Forward forex 
Currency swaps 

133 (2) 522 8 
51 6 247 2.107 31 

Currency options 91 67 272 45 
IVATIV 1 s"" 

OTC equity 95 95 696 19 

Fixed-income and other 332 320 1.480 23 
428 41 2.175 22: 

4.91 3.876 14,669 5 

Upto 1 to5 Over Upto 1 t o 5  Over 
I 1 year years 5years Total TYPE OF PRODUCT 

OTC interest rate 8 36 56 100 15 34 51 100 
"" " " 

OTC exchange rate 
OTC equity and other 

51 37 13 100 60 30 10 100 
50 48 2 100 75 22 3 100 
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The following chart shows the distribution 
by residual term of the equivalent maximum 
exposure in OTC financial instruments 
compared to the related data as of 2002 
year-end. 

The counterparty risk assumed in OTC 
financial instrument transactions is with 
entities with top credit ratings, of A- or higher 
in 89% of cases. 

Exposure is concentrated at financial 
entities (83%); the remainder (17%) is to 
corporations and customers, and is suitably 
diversified. 

The distribution of risk by geographical 
area can be seen in the accompanying graph, 
which shows that most of it is in Europe (82%) 
and North America (16.60/), which together 
represent 98.6% of the total. 

credit risk in terms of expected loss plus 
econumic capital for the activities performed 
with each counterparty andor issuer using the 
tool specifically developed for this purpose, as 
shown in the graph. 

In addition, the Bank continued to measure 

Spain 30.1% 
Other euro zone 28.2% 

RestofEumpe 23.6% Deposits 8% 
NorthAmerica 16.7% 
Latin America 1.2% 

Asia-Pacific 0.2% 
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MARKET RISK MANAGEMENT 

The possibility of using internal models for 
calculating capital requirements, as envisaged 
in Directive 98/3 1/EC, amending the CAD 
(1 99 3 Capital Adequacy Directive) became a 
reality for Spanish credit entities with the 
entry into force of Bank of Spain Circular 
3/2003 to Credit Entities amending Rank of 
Spain Circular 5/1993 on the calculation and 
control of minimum equity. The Circular 
determines, inter alia, the minimum 
conditions to be met by internal risk 
management models, the organization of the 
entity and its internal controls so that, after 
these factors have been individually appraised, 
they can be used to calculate the minimum 
equity requirements for the coverage of 
market risks on the trading portfolio, 
exchange rate and commodity and gold 
positions. 

is responsible for the integrated management 
of risk in these areas at the BBVA Group, 
including market risk which, as its name 
implies, is to be found in the Group’s market 
or treasury activities, that are characterized by 
holding positions sensitive to fluctuations in 
market prices. This Unit, which is organically 
separate from and independent of the business 
units, is responsible for adapting and 
managing risk measurement and control tools 
and for ensuring that that the business units 
comply with the risk limits and policies. The 
Unit also periodically reports to the Executive 
Committee, the Risks Committee, the 
Management committee and the Internal Risk 
Committee on levels of risk, results and the 
degree of compliance with such limits in the 
Group, at individual and aggregate level. 

In this respect, another of the basic pillars 
of the BBVA Group’s market risk management 
model is the limit structure, which consists of 
an overall VaR limit for each business unit, 

The Global Market Risk Management Unit 

supplemented by a series of specific sublimits 
by desk, business line, and risk or product 
type. Proposals for the overall limits for all the 
business units and for certain sublimits are 
approved by the Executive Committee. The 
business units, together with the Risk Area, 
are responsible for distributing these limits by 
desk, business line or risk type. These VaR 
limits are supplemented by others based on 
non-statistical measures such as delta 
sensitivity, nominal exposure or stop-loss on 
the results of the market areas. This limit 
structure is part of the Group’s general control 
system, which includes the definition of a 
variety of prior warning signs which trigger 
the contingency plans to attempt to prevent 
situations that might adversely affect the 
Group’s results. 

and measurement model currently in place a t  
the BBVA Group is to measure both general 
market risk and specific risks, for which the 
Croup employs the Value-at-Risk (VaR) 
methodology, which aims to measure the 
maximum loss that can occur in the value of 
the portfolio as a result of fluctuations in 
general conditions on the financial markets, as 
shown by changes in interest rates, exchange 
rates and equity security prices if the portfolio 
is maintained for a certain period. To these 
three major risk factors must be added basis 
risk (which arises, for example, when there are 
debt positions on which rhe interest rate risk is 
hedged by swap transactions, generating a risk 
because there is a variable spread between the 
interest rate curves relevant for the valuation of 
these positions) and spread risk (associated 
with corporate securities or credit derivatives 
on corporate issuers), and also including, in the 
case of option positions, volatility and 
convexity risk and, in certain cases, correlation 
risk, since all the above are risk factors that 
might influence the market prices of certain 
products. 

The purpose of the market risk management 
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The VaR model used is based on the 
covariance matrix (parametric model), with a 
confidence level of 99% and a time horizon of 
one day, improved to take into account 
convexity and other risks associated with 
option positions and structured derivative 
products. In addition, periodical 
supplementary settlement VaR calculations are 
performed for certain business units, which 
include adjustments to factor in the specific 
liquidity of the position, taking into account 
the liquidity conditions on the financial 
markets at any time. 

measurement platform which, in addition to 
the advantage of enabling market risk to be 
integrated with credit risk thus facilitating an 
overall view of existing risk, makes it possible 
to calculate market risk using the covariance 
matrix, the historical simulation and the 
Monte Carlo simulation methodologies. 

By way of example, the accompanying 
graph shows the distribution of the changes in 
the value of the portfolio of long-term interest 
rate options in a set of scenarios generated by 
Monte Carlo analysis. The histogram shows 
the frequency of the various changes in value 
in the simulation. The 1 Yo percentile of the 

The Group is also implementing a new risk 

distribution shows the value at risk figure 
with a one-day time horizon for a confidence 
level of 99%. 

Similarly, the distribution of the variations 
in the value of the long-term interest rate 
options portfolio in a historical simulation is 
shown. 

The market risk measurement model 
includes a back-testing or ex post contrast 
program, which to a certain extent guarantees 
the suitability of the risk measures that are 
performed. Comparisons are made, inter alia, 
of the levels of ex ante risk provided by the 
model with the ex post results obtained by the 
units each day to validate the VaR 
measurement system. 

tool for market risk management, especially 
after the recent crises in Argentina and Brazil 
and the upheaval in the financial markets after 
the events of September 11,2001. Accordingly, 
in order to strengthen risk management and 
control, the BBVA Group periodically calculates 
the exposure to losses of each business unit in 
response to events beyond the predetermined 
confidence interval for the daily measurement 
of market risk. This enables senior inanagement 
to ascertain whether the level of exposure to 

Stress-testing is an essential supplementary 
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losses under these potential scenarios fits in 
with the bank's appetite for risk, and to design, 
on the basis of that exposure, the contingency 
plans that must be implemented immediately if 
an unusual situation similar to those examined 
should occur. 

Market risk in 2003 

In 2003 the behavior of the markets was 
marked by recovery, especially so in the case 
of the emerging markets. Thus, in Latin 
America the stock markets appreciated 
considerably, while the spreads on sovereign 
debt in several countries in the area recorded 
all-time lows during the year. The evolution of 
market risk in the BBVA Group's markets 
areas in 2003 was characterized by a low risk 
profile in the first few months of the year as a 
result of the conservative management 
approach in view of the increasing 
international uncertainty regarding the Iraq 
crisis, and of the gradual increase in risk from 
May onwards, while a higher level of 
exposure was maintained practically 
throughout the second half of the year, 
coinciding with the expectations of recovery 
in the main world economies. 

The average risk in the BBVA Group's 
market areas in 2003, in VaR terms, was 
€21,985 thousand, with a maximum and 
minimum of €28,587 thousand and 614,138 
thousand, respectively, and a median of 
€22,766 thousand. The maximum levels were 
recorded in July, coinciding with a period of 
increased volatility in the Mexican market. 
Compared to 2002, there was a reduction both 
in the average level of risk and, in particular, in 
the dispersion of risk, as a result of active risk 
management, Considering a time horizon of ten 

t 60.000 

J F H A M J J A S O N D  
2003 

125 



annual report 2003 73 B w A  

days, as recommended by the Basel Committee, 
the estimated average loss in the year with a 
confidence level of 99% was €69,524 
thousand. 

The main risk in the Group is interest rate 
risk (76% of the total a t  year-end), which 
includes both systematic risk and the specific 
risk ried to the spreads that are applied to the 
market curve for the various corporate issuers 
based on their creditworthiness. Far below are 
Vega risk and correlation risk tied to options 
and structured derivative products, which 
represent 8% and 7% of the total, 
respectively, and stock market and currency 
risk, which account for 4% each. It should be 
noted that currency risk relates to the 
operating exchange positions of the Group’s 
market areas. 

With regard to the distribution of the 
Group’s risk by geographical area, most of the 
Group’s total market risk relates to banking in 
Europe and the U S .  (basically BBVA’s 
investment banking), while the Group’s Latin- 
American banks together represent 39.7% of 
the total in average annual terms, of which 
28.7% is concentrated in Mexico. 

the percentage of use by the Group’s main 
business units. The average use of the limits 
authorized by the Executive Committee for 
2003 was 41%. 

The graph of the average use of limits shows 
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The graph represents the back-testing 
carried out for the Group’s aggregate risk in 
2003, which consisted of comparing for each 
day the results of the revaluation of the 
positions with the level of risk estimated by 
the model, and confirms the correct 
functioning of the management risk model 
used by the BBVA Group. The same 
conclusion is drawn from the comparisons 
performed for other representative levels 
lower than Group aggregate risk. 
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STRUCTURAL INTEREST RISK 
Structural interest risk is defined as an entity’s 
exposure to variations in market interest rates 
arising from mismatches in the maturity and 
repricing dates (depending on whether the 
related instruments are tied to a fixed or 
floating rate, respectively) of the entity’s assets 
and liabilities, including derivatives. 

Supervision, in the consultative paper 
The Base1 Committee on Banking 
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“Principles for the Management and 
Supervision of Interest Rate Risk”, 
established the basic principles for the 
management, measurement and monitoring of 
structural interest risk that banks must 
comply with. 

The BBVA Group includes these 
recommendations in its structural interest risk 
control and management procedures. 
Accordingly, an organizational structure was 
defined to establish a separate assignment of 
functions and responsibilities, maintaining at 
all times the separation of control and 
management functions. 

The Executive Committee (CDP) is the 
body responsible for approving strategies and 
policies relating to the management and 
control of structural interest risk. This 
Committee delegated responsibility for 
monitoring this risk to the Risks Committee, 
for which purpose it is periodically notified of 
the level of risk assumed. 

The Asset-Liability Committee (ALCO), 
for its part, is the body responsible for 
actively managing BBVA’s balance sheet in 
order to stabilize net interest income without 
prejudice to net asset value. This Committee’s 
work is supplemented by the other Group 
entities’ ALCOs, which are coordinated and 
controlled through a corporate strategy 
committee. The ALCOs meet at least every 
month. 

The responsibility for controlling and 
monitoring structural interest rate risk falls 
on the Risk area, which periodically 
measiires this risk from a dual perspective: 
on the one hand, from the net interest 
income standpoint and, on the other, from 
that of the economic value. In the former 
case, net interest income is projected for the 
next 12 months; and in the case of the 
analysis of economic value, a discounted 
current value is calculated of expected future 
flows in the balance sheet. The impacts of 

fluctuations in interest rates on both 
measures are calculated by using both 
parallel shifts in interest rate curves and 
shocks that take into account changes of 
slope and curvature. Several interest rate 
curve simulation methodologies have been 
developed to determine these changes of 
slope and curvarure and these methodologies 
are used to  calculate expected losses in net 
interest income and in economic value with a 
confidence level of 99%. 

The Group ensures that exposure to 
structural interest rate risk remains within 
levels consistent with internal policies, for 
which purpose limits and procedures are set 
to guarantee compliance with the those levels. 
The limits structure is revised and updated 
every year so that it is in line with market 
conditions and the new business structure. 
The accompanying graph shows the average 
use of BBVA’s limits for 2003. 

The gap table shows, as of December 31, 
2003, the distribution of maturities or 
repricing dates (depending on whether the 
items are tied to a fixed or a floating rate, 
respectively) of the sensitive asset and liability 
aggregates in the balance sheet in euros, 
grouped by market type. 

CTUaAL INT ISK: 
‘S AVERAGE LIMITS 

40% 

20% 

0% 

128 



OIIVA 76 annual report 2003 

RISK MANAGEMENT 

-6 Braail 

- 

Chili 
0 

MATRIX OF MATURITIES OR R DATES IN THE C 
ITHOWSANDS OF EU 

Balance 1-6 months 6-12 months 1-3years 3-lo years Over 10 yean 

6 

-6 * Continenhi 

Money market 619.608 32,932 

Lending 111.402.967 64.873.395 32.207.989 7.209,085 5.945.353 1.167.146 

Securities portfolio 37.198.628 11.056. 

TOTAL SENSITIVE 169.91 6,375 94.261 

LI 
M 346,103 370.133 

Customer deposits 66.182.497 34.179.002 1584.805 2.516.993 27.801.679 18 

Wholesale financing 37A01.384 19.624.600 1,810.111 858.364 13.933.380 1.174.930 
35.061.057 757.734 928.522 1.713.8M 1,218.706 

5,589.1 16 6%.9S2 43.822$95<, 2,400,341 

Aggregating these volumes determines the The accompanying graph shows a 
on-balance-sheet gap which, together with the 
off-balance-sheet gap form the total BBVA 
Group’s total balance sheet gap in euros. The 
maturity or repricing matrices of the other 
significant currencies in the Group arc 

comparison of levels of risk among the BBVA 
Group’s main financial entities, the 
diversification of which reduces the risk of  the 
Group as a whole, 

calculated in a similar way. LIQUIDIT/ RISK 

AL 

I.H.: lmpacl on 
Net lnteresl Income (%) 

ILK lmpacf on 
Economic Value (x) 

‘Ganadero 

I I I.H. 
@Provincial 

Liquidity risk relates to the potential difficulty 
of resorting to the financial markets in order to 
meet payment obligations. 

The Basel Committee, in the consultative 
paper “Sound Practices for lManaging 
Liquidity in Banking Organizations”, 
enumerates a series of basic principles for the 
monitoring and control of liquidity risk, 
aimed at increasing awareness on the part of 
banks of the importance of the proper 
management of this risk. 

In the BBVA Group, the Executive 
Committee is the body responsible for 
approving strategies and policies relating to the 
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management of liquidity at corporate level, 
without prejudice to the fact that each of the 
main Group entities independently manages its 
own liquidity requirements. 

Each entity’s Asset-Liability Committee 
(ALCO) is responsible for ensuring, a t  
medium-term, that  the entity has the required 
resources to carry on the business. Also, 
corporate monitoring is performed of the 
liquidity position of each of the entities 
composing the Group, and of their projected 
medium-term liquidity profiles, The so-called 
Liquidity and Emergency Committees exist to 
act in the event of anticipated or actual 
liquidity crises. 

liquidity contingency plan which dctails the 
actions and procedures to be followed in the 
event of an emergency, together with the 
responsibilities of each of the areas involved in 
the liquidity risk management and control 
process. 

standpoints, On the one hand, a map is 
prepared daily analyzing the projected 
collection and payment flows for the next few 
days, as well as the assets available to meet 
existing payment commitments. In parallel, 
every month, liquidity profiles are calculated by 
business structure and financing type (gap of 
markets, credit, wholesale financing, equity, 
rediscountable assets and other), and expected 
future cash flows are projected for a time 
horizon of 12 months. 

BBVA establishes quantitative and 
qualitative limits and warning signals that 
enable it to anticipate possible financing 
tensions. There is also a policy of 
diversification of sources of financing: 
wholesale, equity and the interbank market. 

In order to avoid situations of tension and 
to guarantee the Group’s liquidity, each entity 
defines various hypothetical systemic and 
specific crisis scenarios, and analyzes the 

Each major Group entity has established a 

Liquidity monitoring is performed from two 

various financing needs and alternatives. Thcse 
scenarios address market factors, assumptions 
about renewal of financing at maturity, gradual 
withdrawals of funds, sudden withdrawals of 
funds, nonrenewal, etc. 

STRUCTURAL 
RATE RISK 

,NGE 

An entity’s structural exchange rate risk refers 
to the potential losses in the value of structural 
positions arising from variations in exchange 
rates. 

BBVA’s exposure to structural exchange rate 
risk arises mainly from the investments in other 
entities, insofar as these assets are denominated 
in currencies other than those in which they are 
financed. 

The Asset and Liability Committee (ALCO) 
is the body responsible for actively managing 
structural exchange rate risk based on future 
exchange rate expectations. The committee 
meets every month and evaluates hedging 
decisions to mitigate the adverse impact of 
possible fluctuations in exchange rates. 

The Risk area periodically measures 
structural exchange rate risk using a statistical 
simulation model that includes certain 
exchange rate crisis scenarios to which certain 
estimated probabilities of occurrence are 
assigned. Another factor in the model is the 
projection at one year of the exchange rates of 
the currencies involved. Every month the total 
risk is calculated in annual VaR terms with a 
confidence interval of 99%. 

74% of the total exchange risk is 
concentrated in the Mexican peso, the 
Venezuelan bolivar and the Brazilian real. 
Several hedging transactions were arranged 
during the year to reduce the exposure to 
losses, thus considerably mitigating thc impact 
of possible depreciations. Due mainly to the 
hedges arranged, the open structural position 
was reduced, compared with 2002. 
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Internally operational risk is defined as that 
which is neither credit nor market risk. This 
definition embraces that proposed by the Basel 
Committee on Banking Supervision (risk 
which can give rise to losses as a result of 
human error, inadequate or defective internal 
processes, systems failures or external causes), 
in addition to other risks such as strategic or 
business risk and regulatory risk. The last of 
these risks would impact the Group in the 
event of regulatory changes affecting the 
income statement or its ability to generate 
business. 

In 2003 the Group continued to deploy the 
three basic tools created in-house (Ev-Ro, 
TransVaR and SIRO), as the main vehicles for 
identifying, measuring, evaluating and 
controlling risks of this kind. BBVA considers 
that proper management of operational risk 
fosters the creation of value for the 
shareholders. On the one hand, it improves 
the income statement by mitigating the risks 
that give rise to losses or loss of profits and, 
on the other, it makes it possible to reduce the 
regulatory capital to the minimum level 
possible under the new Basel regulations. 

BBVA: 
Operational risk is managed in two ways a t  

The quantitative method: this consists of 
developing event databases similar to the 
credit risk default databases, which are 
used to model and calculate capital at 
risk. 

of operational risk identification, 
valuation and mitigation tools. The 
particularity of the qualitative approach 
resides in the fact that exposure to 
operational risk can be detected and, 
consequently, mitigated, without having 
to manifest itself in the form of adverse 
events. 

The qualitative method: based on the use 

The combination of the quantitative (ex 
post) and qualitative (ex ante) approaches is 
present in the tools used by the Group: 

1. Ev-Ro: this is a tool for the identification 
and valuation of operational risk by 
business or support area. The information 
obtained is used to draw up risk maps. It 
is also used as a starting point for 
mitigation processes, putting particular 
emphasis on the most relevant aspects. 

EV-RO: DISTRIRJRON DF OPERATIONAL 
RISK IN OLOBAL CORPORATE BANKING 

DISTRIBUTION 0 
BAL CORPORATE 
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2. TransVaR: this is a monitoring tool that 
uses indicators or variables that 
characterize each area's processes and are 
linked to the causes of operational risk. 
The tool mixes quantitative and 
qualitative indicators. Both TransVaR and 
Ev-Ro are used for proactive management 
of operational risk a t  husiness and support 
units without adverse events having to 
take place. 

3. SIR0 (Integrated Operational Risk 
System): this consists of a set of databases 
of operational risk events classified by risk 
type and business line. They are located in 
each country and every month feed a 
central database called S IR0  Global, 
which consolidates the information. 

ION BY RISK TYPE 

ExlernalFraud Ip 26X 
In-houseFraud I 151 

Unauthorized 2% 
Activity 

Technological failures 1 X 
Human Resources 1 % 

Commerwal 6% 
Practices 
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RlSTRlBUT 
YECM 

Cobmbia 4% 

OW (Operational Risk Exchange) 

In order to complete the Group’s database and, 
accordingly, to have more information to 
model risk with, in 2002 BBVA decided to 
become a founding member of the ORX 
International Consortium, in which 12 leading 
banks initially participate, Four information 
exchanges took place in 2003, with retroactive 
effect from January 1, 2002. Therefore, at 
2003 year-end ORX had two years of 
operational risk events with more than 6,000 
events recorded and classified according to the 
Basel criteria. 

The management model 

Operational risk management is incumbent on 
all business and support areas. Therefore, the 
corporate tools have been designed to be used 
in those units as sources of risk information, 
events and causes, constituting the basis of the 
mitigation processes. 

Each business or support unit where the 
tools are implemented creates an Operational 
Risk Manager (generally located in the unit’s 
own risk or internal control area) and an 
Operational Risk Committee, which meets 

periodically to analyze the available 
information and to determine the most 
appropriate mitigation plans. 

following types of operational risk in its tools: 
The Group distinguishes between the 

Processes: risk of errors in habitual 
operations, due to human error in 
processes, documentation or the controls 
thereof. 

includes the risk and events arising from 
the perpetration of criniinal acts, and also 
the risk arising from unauthorized internal 
activities such as exceeding powers. 
Technology: includes the operational risk 
associated with technological failures 
(occasional or ongoing), due to problems 
with software, hardware or 
communications. 

the human resources hiring and 
management policy and occupational 
safety and hygiene. 
Commercial practices: the risk of losses 
arising from indemnities for improper 
sales practices or product defects. 
Disasters: the risk associated with the 
occurrence of cxternal events (whether 
natural, accidental or provoked) which 
cause damage to physical assets or 
interrupt one of the Group’s services. 
Suppliers: the dependence on certain 
external suppliers in processes (both the 
supply of materials and services) generates 
an operational risk if the contracted 
service is not performed. 

Fraud and unauthorized activity: this 

Human resources: the risk associated with 

Current situation 

The Group is making good progress in the 
implementation of the Ev-Ro and/or TransVaR 
tools. In Spain implementation has been 
completed in just over 70% of all areas, 
including the following units: Treasury, 
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Corporate Banking, Capital Market, Securities 
Company, Media, Systems, Altura Markets, 
Uno-e, Finanzia, Depository and Custody 
Services, Private Banking and Asset 
Management. In Latin America, the level of 
implementation currently exceeds 50% in the 
business and support areas. 

In January 2002 and in July 2002, S IR0  
(the event database) was effectively 
implemented in Spain and in Latin America, 
respectively. 2003 saw the development of 
procedures to enhance the efficiency of the data 
capture processes. 

Reputational risk 

Reputational risk involves exposure to earnings 
uncertainty as a result of events that may 
negatively influence the perception that 
stakeholders have of the Group. lMost 

reputational risk events are caused by factors 
characteristic of other kinds of risk, such as 
business or operational risk. 

Aware of the importance of reputational 
risk, and since it is largely endogenous in 
nature, i.e. it can be managed, BBVA cakes it 
into account in the decision-making process. 

In order to facilitate the management of 
reputational risk, work on the implementation 
of a new tool called RepTool commenced in 
Spain at the end of 2003. RepTool is a 
methodology for the identification and 
assessment of reputational risk factors, which it 
relates to the internal causes that may give rise 
to this risk. As is customary in processes of this 
kind, assessment is performed on the basis of 
impact and probability of occurrence. The risk 
factors detected are classified by order of 
importance using scales of seriousness, which 
determine the type of action that must be taken. 
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This chapter breaks down the BBVA Group’s 
business activities and earnings into the 
different lines of business that contribute 
towards generating such earnings. 

for controlling and monitoring the different 
lines of business. In order to prepare this 
information, the starting point is the lowest- 
level units, where all the accounting data 
related to the businesses that they handle are 
to be found. Subsequently, in accordance with 
the existing area structure, they are classified 
and aggregated in order to determine the 
composition of each of the areas. Similarly, all 
the companies composing the Group are also 
assigned to businesses in line with their activity 
and, whenever necessary, they are segmented 
and their activity is allocated to various units if 
required by the diversity of their business. 

Once the structure of each area has been 
established, the management adjustments 
inherent to the model are applied. These 
adjustments include the allocation of equity 
with the assignment of economic capital based 
on the risks incurred by each business, 
evaluating the capital needs and credit, 
operational and market risks. The first stage is 
to quantify the volume of equity strictly 
speaking (capital and reserves) assigned to the 
risks of each business area, and this serves as a 
reference for determining the Return on Equity 
(ROE) of each business: this is followed by the 
allocation of other capital base resources 
(eligible subordinated debt, preferred shares) 
as well as the costs associated therewith. There 
is one exception to this equity allocation 
system. In the America and Mexico units, 
BBVA has maintained the book equity that 
would be derived from setting up a 
consolidated sub-group in each of the 
countries. Therefore the strict equity figure 
represents the BBVA Group’s share holding, 
while the minority interests are recorded under 
Other eligible funds. 

Information by areas is a fundamental tool 

Direct and indirect expenses are allocated 
to the business areas, except for markedly 
corporate or institutional expenses, which are 
not closely and clearly linked to the 
businesses. 

Lastly, it should be underscored that the 
method used to calculate the volume of business 
of each area (Retail, Wholesale and America) 
does not eliminate any intergroup transactions 
that affect different areas, which are considered 
an integral part of each business unit’s activities 
and management. Accordingly, the intergroup 
eliminations arising from consolidation are 
allocated to the Corporate Activities area and 
this may lead to certain captions in its balance 
sheet presenting negative balances. 

With the objective of showing the economic 
reality of the businesses and in order to be able 
to uniformly monitor the areas, the results 
generated by the Group’s companies in 
Argentina and Brazil were consolidated by the 
equity method in the Corporate Activities area. 

Thus, the information by area included in 
this Annual Report is broken down into the 
following lines of business: 

Retail Banking in Spain and Portugal: this 
includes the retail banking, asset 
management and private banking 
businesses engaged in by the Group in 
Spain and Portugal. Consequently, it 
combines the residential customer and 
SME segments in the domestic market, the 
FinanziakJno-e group (engaging in the e- 
banking business, consumer financing, 
card product distribution and renting 
activities), BBVA Portugal, the Private 
Banking business, mutual and pension 
fund managers and the results of the 
insurance business. 

covers the Group’s business activities with 
large companies and institutions through 
national and international corporate 
banking and institutional banking. In 

Wholesale and Investment Banking: this 
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addition, it also includes the trading room 
businesses located in Spain, Europe and 
New York, the equity distribution and 
origination business and the security 
deposit and custody service business, as 
well as the business and real estate project 
businesses that are not conducted through 
the Group's holdings in large 
corporations. 
America: this covers the activity and 
profits of the Group's subsidiary banks in 
Latin America and of their investees, 
including pension management 
companies and insurance companies, as 
well as the International Private Banking 
business. As mentioned above, with the 
objective of uniformly monitoring the 
businesses, this area does not include the 
results generated in Argentina and Brazil, 
which are included in the Corporate 
Activities area. 

holdings in large industrial corporations 
Corporate Activities: includes the 

and in financial entities, as well as the 
activities and results of the support units, 
such as the ALCO area. In addition, this 
caption includes the other items that, by 
their nature, cannot be assigned to the 
business areas, such as country risk 
writedowns and amortization of 
goodwill (except for that relating to the 
holdings owned by the Business and Real 
Estate Projects unit, which is included in 
the Wholesale and Investment Banking 
area). Lastly, for the reasons explained 
above, the results of the Group 
companies in Argentina are included and 
presented under the equity accounting 
heading. 

This areas structure is in line with the 
current internal organization established to 
manage and monitor the businesses in the 
BBVA Group. The figures for the financial 
years 2001 and 2002 which are presented for 
comparison purposes were prepared following 
the same criteria. 

FIT BY BUSINESS AR 

Retail Banking Spain and Portugal 

2003 . %  2002 2001 

1,239 (2.1) 1,266 1,173 
Wholesale and Investment Banking 468 22.5 382 531 
America 71 5 (2.8) 7 36 807 
Corporate Activities (195) (70.6) (665) (148) 

''BiQAkROUP NET ATRIBUTABLE PROFIT > I  " 2,227 , 29.5 I 1,719 2,363 

Y RATIO 

ROE Efficiency ratio 
2003 2002 2m1 2003 2002 2001 

Retail Banking Spain and Portugal 30.9 33.6 31.7 411 ~ 44.8 48.4 
Wholesale and Investment Banking 
America 

23.0 19.5 23.1 31.7 35.6 32.3 
24.0 22.7 17.5 44.1 46.0 48.9 

b 18.4 13 18. 46.6O' 47.60' 49.90' 
(1) Wlvl Argemina and Brazil amounted for try the eqully method. 

137 



DUVA 86 annual report 2003 

BUSINESS AREAS 

Retail Banking Spain and Portugal is the area 
responsible for managing the Croup’s 
individual, commercial and SME customers in 
Spain, together with the management of 
mutual and pension funds and insurance. This 
area also includes. through Finanzia and Uno- 
e, the e-banking business, the financing of 
consumer product sales, card distribution, ,L. q 

Retail 
Banking 
Spain and 
Portugal 
2003: THE FIRST YEAR 
0 F I M P LE M E NTATION 

renting activities, and transfers OF immigrants’ 
remittances. The area has 26,330 employees 
and a network of 3,424 branches, 104 of 
which are located in Portugal. 

profit of €1,239 million in 2003, which 
represents 55.6% of the total income obtained 
by the Group in the year and gives an ROE of 
30.9%. The 2.1% decrease in year-on-year 

Retail Banking achieved a net attributable 

OF THE FINANCIAL terms is explained by the increase in provisions 
SERVICES PLAN 

COMM ERCl AL 
BANKING IN SPAIN 

SME BANKING 

ASSET 
MANAGEMENT AND 
PRIVATE BANKING 

SPECIAL FINANCIAL 
SE RVlC ES 

BBVA PORTUGAL 

EUROPEAN 
INSURANCE 

For regulatory purposes, related to the growth 
in lending, since operating profit increased by 
0.7%. These operating profit figures should be 
evaluated in the context of the domestic retail 
business in the year, which was characterized 
by a sharp fall in interest rates and by the 
performance of the fees collected by the Group 
relating to mutual funds and securities 
compared to the previous year. 

Against this backdrop, the area’s main I 
of activity focused on implementing the 
Financial Services Plan (including the 
Personal, Commercial and Special Plans), 
which are the focus of the new business mt 
launched by BBVA at the end of 2002. in 
advance of other initiatives in the same 
connection that have been launched in the 

ines 

idel 

domestic market. At the same time, a firm 
effort was made to boost commercial activity 
by means of innovative higher value-added 
products for customers. 

Noteworthy regarding commercial activity 
is that business volumes handled by the area 
followed an upward path throughout the year, 
with year-on-year rates of growth in loans and 
deposits that increased quarter by quarter. 
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Retail Banking Spain and Portugal 

2003 . %  
CET INTEREST INCOME 
Net fee income 

Net trading inmme 44 (3.2) 
"@&-" REVENUES 4,741 (0.1) 
Personnel costs (1,391) 0.4 
General expenses (728) (1.4) 
GENERAL ADMINISWATWE EXPENS (2,119) (0.2) 
Depreciation and amortization (114) (7.0) 
Other operating income and expenses 
OPERATING PROFIT 
Net inme (loss) fran companies auxxlntd fw by the equity m 
Amortization of goodwill - n.m. 
Net income (loss) from Grwp transactions (1) n.m. 
Net loan loss pmvisions (492) 13.6 

aordinary income (loss) and other (10) n.m. 
FIT > >  1,970 (2.2) 

Corporate income tax (650) (2.4) 
NET PROFIT 1,320 (2.1) 

NETAllRIBUlABLE PROFIT 1,239 (2.1) 

CORE REVENUES 4.697 - 

Minoriq interests (81) (2.0) 

2002 2001 
3,189 3,025 
1,510 1,555 
4,699 4,580 

46 63 
4,745 4,643 
(1,386) (1,465) 

(738) (783) 
(2,124) (2,248) 

(123) (125) 

2,447 2,211 
(6) 28 
1 -  

(433) (402) 
5 6 

2,014 1,843 
(666) (587) 

1,348 1,256 
(82) (83) 

1,266 1,173 

(51) (59) 

BALANCE 
(MILLIONS OF E 

Total net lending 
Securities portfolio 
Liquid assets 
Inter-area positions 
Property and equipment and intangible assets 
Other assets 
TOTAL ASSETS / LIABILITIES AND M U  
Deposits 
Debt securities 
Net profit for the year 
Equity - Shareholders. funds 

Other eligible funds 
Liquid liabilities 
Inter-area positions 

31-12-03 
91,295 

535 
2,048 

16,975 
659 
969 

112,481 
51,888 

6 
1,320 
7,130 
4,125 
3,005 
3,477 

45.257 

. X 31-12-02 31-12-01 
13.9 80,152 72,095 

155.1 210 753 
(44.9) 3,718 4,123 

2.5 16,565 15,447 
(0.5) 663 732 
24.3 777 870 
10.2 102,085 '94,020 
(1.3) 52,581 51,258 

(47.3) 11 84 
(2.1) 1,348 1,256 
5.0 6,792 6,295 
5.7 3,903 3,821 
4.0 2,889 2,474 

28.7 2,701 2,712 
27.2 35,593 29,191 

Memorandum Item: 
Commercial and Asset Mana ement 

SME Banking and Private &inking 
2003 . X 2003 . % 
2.890 0.3 1 (22.4) 

,250 (1.6 5 (6.1) 
,140 (0.3) 246 (9.3) 

40 (12.1) 1 n.m. 
4,180 (0.4) 247 (8.0) 
(1,263) (0.1) (51) 6.6 

(634) 0.5 (31) (4.0) 

(101) (6.1) (4) (9.7) 
(40) (17.8) (1) (30.0) 

2,142 (0.2) 160 (12.4) 

- n.m. 

(450) 16.3 (4) 91.8 
(5) n m .  (3) (40.4) 

I,W' (4.6) 153 (13.8) 
(563) (4.8) (51) (13.2) 

1,121 (4.6) 102 (14.1) 
(69) (12.0) (7) (11.6) 

1,052 (4.0) 95 (14.3) 

(2) (50.9) - (82.9) 

(1) - - -  

31 -12-03 
85,245 

9 
1,198 

15,485 
543 
525 

l0@305 
48,065 

1,121 
5,977 
3,448 
2,529 

25 
44,772 

. x  
14.2 

(11.2) 
2.9 
0.6 
1.5 
9.2 

11.7 
1.7 

(4.6) 
6.0 
5.9 
6.2 

(27.0) 
26.6 

31-12-03 , % 
765 4.4 
149 153.3 
127 (92.6) 

1,267 31.6 
10 (40.0) 
63 62.2 

2,381 (32.3) 
1,287 (48.6) 

102 (14.1) 
542 4.7 
322 4.4 
220 5.0 

2 (98.7) 
298 117.6 

Other liabilities 3,403 1 3,224 3,045 150 
OTHER CUS"tOMkP~EUNq$~MANAGED - Mutual funds 

Pension funds 
Customer portfolios1" 

36,912 12.8 32,732 36,674 32.210") 1.3 4,233") nm.  
12,422 10.5 11,240 10,801 6,018 9.6 6,183" 11.4 
7,199 (41.6) 12,331 10,858 717 (52.0) 6,482 (40.2) 

SIGNIFICANT RATIOS 
(PERCENTAGE) 

31-12-03 31-12-02 31-12-01 31-12-03 31-12-03 
" - ~  ^ ^  

ROE 30.9 33.6 31.7 31.6 29.4 
Efkiency ratio 44.7 44.8 48.4 45.4 33.4 
Nonperforming loan ratio 0.88 1.00 1.13 0.84 0.02 
Coverage ratio 271.1 220.8 183.1 278.8 n.m. 

(1) In Ihe second quaner of 2003. €3 billion were wansferred Irom Commercial and W E  Banklng to Asset Management and Private Banking In homcgenous terms the p a r  on 

(2) In the second quaner of 2003 €220 million were Iranslerrej from Commercial and SME Banking to Asset Management and Prrvate Banking In homogenous terms, the year. 

(3) In Ihe second quaner of 2003. €2 6 blllion were Vansferred 0 America business area (Private InternaUonal Banking) and € 2  5 Dillion lo Wholesale and lnveslment Banking 

year varlallons In these areas would be 11 7% and 19 65. respenively 

on-year variations In these areas would be 14 IS and 12%. respectwely 

(Instnwonal Banking) 
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The year-on-year growth in total net 
lending, which was 10.3% in March, 
gradually increased to 13.9% at year-end, as a 
result of the acceleration of activity in all 
segments, the increases on December 31, 2002 
being 14.3% in individuals (18.6% in market 
mortgages), 13.9% in companies and 17.1 % 
in businesses. 

On-balance-sheet customer funds decreased 
by 1.3% in 2003 due to the fall in repos and 
to the cancellation of the Law Courts account. 
However, if these two factors are discounted, 
on-balance-sheet customer funds increased by 
4.2%. If mutual and pension funds are added 
to these deposits, total funds under 

RETAIL BANKlN 

13.9 

ER MANAGEMENT 

9.0 

(1) Excluding rhe Law Couns account. 

management by this area reflected growth of 
9.0% as of December 31, 2003, following the 
upward trend shown in the year starting with 
the +O.6% year-on-year increase recorded in 
March. This progress can be observed in both 
transactional deposits (down 4.1% in March, 
but up +4.6% in December) and in stable 
funds (basically time deposits and mutual and 
pension funds), where growth of 2.4% in 
March increased to 12.0% at year-end. 

highlight was the favorable reception the 
market afforded the innovative funds that 
were launched from July onwards, which 
attracted more than €3,850 million in the 
second half of 2003, thus enabling the Group 
to increase its market share by 22 basis points 
in that period, a figure that increases to 50 
basis points in terms of the higher value-added 
funds (guaranteed, equity, balanced and long- 
term fixed-income funds), which reinforced 
BBVA's leading position in these funds. 
Accordingly, the mutual funds managed by this 
area increased by 12.8% in the year. 

Net interest income amounted to €3,221 
million, up 1.0% on 2002, supported by 
higher volumes of loans and deposits together 
with appropriate price management, which 
more than offset the adverse impact of the 
downward trend in interest rates, given the 
significant relative weight of funds that are not 
sensitive to interest rate fluctuations. 

2003 saw a significant turnaround in the 
trend in total fees, which experienced growth 
each quarter from €346 million in the first to 
€409 million in the last, backed by the good 
performance of card, account administration 
and insurance fees, which together achieved a 
year-on-year increase of 10.4%. and by the 
upturn in mutual and pension fund fees, which 
increased by 7.0% in the fourth quarter on a 
year-on-year basis. Despite this upward trend 
in the year, cumulative fees for 2003 were 
down 2.3% on the figure for 2002, although 

As far as mutual funds are concerned, the 
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they would have remained flat if security 
underwriting fees, which were higher in 2002, 
had been excluded. 

The sum of net interest income and fees 
resulted in core revenues of €4,697 million 
which, together with the €44 million of 
income from net trading income (down 3.2%). 
determined ordinary revenues of €4.74 1 
million, a similar level to that recorded in 
2002. Operating expenses fell by 0.2% in the 
year, enabling the efficiency ratio to improve 
to 44.7%. 

Operating profit amounted to €2,465 
million which, as stated above, is 0.7% higher 
than in 2002. When the fees from the 
placement of securities are excluded (€54 
million in 2002 and €24 million in 2003), this 
increase becomes 2%. Mention should be 
made of the fact that operating profit rose 
from quarter to quarter in 2003 climbing from 
€585 million in the first quarter to €66 1 
million in the last (€637 million million 
disregarding security Underwriting fees). 

again, to 0.88% from 1 .OO% at 2002 year- 
end, net loan loss provisions increased by 
13.6% due to the higher statistical and 
general-purpose provisions recorded as a result 
of the growth in lending and, accordingly, the 

Although the nonperforming loans ratio fell 

IN AND PORTUGAL. 

661 1') 

606 

coverage ratio rose to 27 1.1% from 220.8% 
as of December 31, 2002. This, together with 
the absence of extraordinary items, meant that 
the area's pre-tax profit fell 2.2% to €1,970 
million. 

Of the 2003 net attributable profit of 
€1,239 million, €1,052 million relate to 
Commercial Banking and Business Banking, 
€95 million to Asset Management and Private 
Banking, €68 million to European Insurance, 
6 18 million to Special Financial Services and 
€6 million to Portugal. 

2003: THE FIRST YEAR OF 
IMPLEMENTATION OF THE 
FINANCIAL SERVICES PLAN 
Significant progress was made in 2003 in the 
development of the three customer approach 
methods devised by the Retail Banking area: 
Personal Financial Services (for individual 
customers), Commercial Financial Services (for 
businesses and SMEs) and Special Financial 
Services (which are offered through 
FinanzidUno-e's business activities). 

Plan, which was launched in 2002, is the focal 
point of the Bank's new approach to individual 
customers in the domestic market, and is based 
on a new relationship model, an innovative 
product range and on increasing the value 
provided to customers through individual 
advisory services and improved service quality. 

Accordingly, the 450 most important 
branches in the retail network now have a 
strengthened, sales-driven structure, and more 
than 6,000 employees in the commercial 
network now have responsibilities and 
functions in line with the new model. Of 
particular significance in this regard is the 
training initiative aimed at improving the 
advisory services offered to individual 
customers. This is a pioneering project in 
Spain since these skills are certified externally 

The Personal Financial Services (SFP's) 

(1) €637 millim excluding security underwriiing fees. 
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and recognized at European level. The first 
course, in which 451 employees obtained 
EFPA (European Financial Planning 
Association) certification, was completed in 
December, and another 2,500 employees are 
expected to participate in the program in 
2004. 

As expected, in 2003. 150 of the main 
branches in Spain were physically transformed, 
which meant that their role as sales and 
customer services centers was redefined and 
strengthened, thus bringing together 
operational efficiency and the differentiation 
of service levels based on customers’ 
requirements. 

feature, its “passion for the customer”, in 
2003 the Customer Project was consolidated 
throughout the commercial network in Spain 
with the direct involvement of each of its more 
than 20,500 employees. Accordingly, each 
branch has developed specific action plans 
under the leadership of the quality developer, 
and the sharing of these plans through 
participation forums has enabled best 
customer service practices to be exchanged. As 
a result, BBVA met its target of increasing 
customer satisfaction levels, as shown by the 
increase of 89 basis points in the indexes 
calculated as part of the periodic internal 
measurement of satisfaction and the 24% 
reduction in the number of complaints 
received. The Customer Project will continue 
in 2004 to help BBVA to achieve its objective 
of offering a quality premium as a 
differentiating factor in its service offering. 

The reorganization of the private banking 
business, which is also a part of the 
transformation of the retail business, led to the 
integration, from January 2003, of the asset 
management, personal banking and private 
banking activities into a new Asset 
Management and Private Banking unit under 
the auspices of Retail Banking Spain and 

In order to reinforce BBVAs distinguishing 

Portugal. This has brought product creation 
closer to the distribution networks, thus 
obtaining an overall view of the high-income 
segment of individual customers. 

With respect to Commercial Financial 
Services, which are aimed at  liberal 
professionals, businesses and SMEs, the 
business models and organizational changes 
channeled toward improving BBVA’s market 
position and taking it closer to its customers 
were defined. Specifically, work is being 
performed in the risk, human resources, 
organization, technology and systems, 
products and channels areas to ensure that the 
actions required to enable BBVA to implement 
its new, strengthened approach to the segment 
are performed in 2004. 

Lastly, the new Special Financial Services 
unit, which includes the capital goads, vehicles 
and consumer goods financing businesses, and 
renting, on-line banking and immigrants’ 
remittances, completed the redefinition of the 
business model after the integration of 
Finanzia and Uno-e in 2003. 

COMMERCIAL BANKING 
IN SPAIN 
This unit, which manages the business from 
the individual, commercial and SME segments 
in Spain, including the specialist Mortgage 
Banking services. accounts for 73% of the 
area’s ordinary revenues; 7 1 % of its lending 
and 78% of its customer deposits. 

In 2003, the unit’s core revenues was 
€3,439 million, similar to that recorded in 
2002, which would have increased by 0.6% 
but for the extraordinary placement fees. This, 
together with the containment of operating 
costs, and despite the 15.5% fall in net trading 
income, led to operating profit amounting to 
€ 1,64 1 million, around the same as that 
obtained in 2002. Net Loan loss provisions 
increased by 13.9%. which was due to the 
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higher general-purpose provisions recorded 
because of the increase in business activity, 
since the nonperforming loan ratio fell to 
0.86% (1.01% at 2002 year-end). The net 
attributable profit was €84 1 million, down - 
3.0% on 2002, and the ROE was 37.6%. 

The dynamic management of the branch 
network aimed at strengthening BBVA‘s 
commercial capacity continued in 2003. In 
addition to the implementation of the new 
Personal Financial Services model, 52 new 
branches were opened in areas of expansion 
and 83 that duplicated the work of existing 
branches were integrated with those branches. 
Also, 1,637 new commercial management 
posts were created out of administration areas. 

The new business model also includes 
innovative value-added loan and deposit 
products for customers, and these enabled the 
rate of growth in lending and collecting 
customer deposits to be increased. 

The increase in the dynamism in lending 
was consolidated: lending increased by 10.7% 
in March and ended the year with year-on-year 
growth of 14.2%. Housing financing for 
individuals performed well, as did financing 
aimed at shops and small businesses. The 
catalog of mortgage products now includes a 
wide range of solutions in response to 

COMMERG KING I 
MARKET MORTGAGES 

EUROS) 

39,545 

Lending (balance) Loans sold 

expected future interest rate increases. These 
products include the first 30-year fixed-rate 
mortgage in the Spanish market, the Hipoteca 
Mix Dos Tramos. which guarantees a fixed 
rate for the first five years, and a cap that can 
be arranged by the customer to protect himself 
against interest rate hikes. Mortgages sold in 
the year rose 20.2% with respect to 2002 and 
totaled €15,734 million, €6 billion of which 
relate to developer loans arranged by the 
Mortgage Banking unit. BBVA still leads the 
mortgage financing market, with a 13.0% 
share of financial system, per the latest 
available data. 

Also worthy of mention are the actions 
performed in the SME field, such as Immediate 
Solutions, which enable businesses to finance 
their sales on the spot, and the 18.8% rise in 
leasing revenues. The SME campaign launched 
in 2003 enabled 13,250 new POS terminals to 
be installed and more than 24,200 customers 
to be attracted. 

As far as customer funds are concerned, the 
commercial actions carried out during the year 
were aimed at increasing on-balance-sheet 
funds and the distribution of innovative 
savings and investment products. 

In the two “savings fortnights” that were 
held in 2003, the Libretbn BBVA captured 
gross deposits of around €3 billion, and this, 
together with the favorable performance of 
current accounts, enabled transaction deposits 
to grow by 4.8%. Noteworthy in the time 
deposit sphere was the launch of the Libreta 
Flexible in the early part of the year. This 
product combines the simplicity of the 
traditional passbook account with assured 
returns and at year-end had a balance of 
€2,353 million. 

available to customers in order to take 
advantage of the bullish situation in the 
markets and, at  the same time. protect the 
investment made. The two versions of the 

Several mutual fund products were made 
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Extra 5 fund, which was launched In 
September, have attracted more than 63.4  
billion and currently have around 134,000 
unit holders. A new range of pension plans has 
also been launched, under the name BBVA 
Proteccibn. These plans are tailored to each 
customer’s needs and risk profile, and have 
attracted more than €800 million. 

As a supplementary vehicle for optimizing 
the Commercial Banking area’s sales capacity, 
a specialized unit has been created for the 
management of the prescriptors channel in the 
consumer, business, mortgage and agent 
intermediation markets, with overall 
responsibility for the commercial management, 
approval and arrangement of transactions on a 
centralized basis. This unit has 357 managers 
and in 2003 handled business worth €3.2 
billion, a year-on-year increase of 32%. 

the market leader by the number of cards 
issued with more than 7 million units. This 
position was strengthened by the launch of the 
Tarjeta Diez (Ten card), which is the first ten- 
day loan, and the Tarjeta Infinite (Infinite 
card) designed for high-net worth customers, 
with a program of exclusive advantages, 
insurance with high coverage and the Personal 
Assistant service. BBVA also launched new 
means of payment such as BBVA VIA T, for 
tollroad payment, or the Mobipay service, 
using mobile telephony. Lastly, the Group’s 
position vis-a-vis payment transactions in 
stores with the new InternetlADSL terminals 
has been strengthened: this has reduced 
waiting times and improved the information 
on processed transactions. 

The strategy of migrating transactions to 
alternative channels continued in 2003, with 
plans to improve the quality of the service 
provided to our customers by installing self- 
service machines -there are now more than 
7,000 ATMs and passbook updaters in 
service-, improving their functionalities and 

In the means of payment segment, BBVA is 

BBVA NET, TRANSACTIONS 
#ChloW 

17.5 

providing proper marketing support. All this 
meant that in 2003 the number of transactions 
performed at branches fell by almost 20 
million, 72% of transactions having migrated 
to other channels. 

banking users increased by more than 15% and 
new on-line banking functions were developed, 
such as the new virtual correspondence service 
-which enables documents sent by mail to be 
consulted on BBVA net-, which contributed to 
increasing the number of transactions by 
29.2% to 77.5 million, and made it possible for 
BBVA net to be awarded, for the second 
consecutive year, the Best Consumer Internet 
Bank in Europe prize awarded by Global 
Finance magazine. BBVA also took first place 
in the Aqmetrix ranking, which evaluates more 
than 600 variables and analyzes the on-line 
banking services provided by the main banks 
and savings banks in Spain. 

As regards other channels, telephone 

SME BANKING 

SME Banking, the second most important unit 
in the Retail Banking area, in terms of both 
business volume and contribution to income, 
specializes in the management of the SME 
segment in Spain. BBVA is the market leader 
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with market penetration of 34.1% (and 15.7% 
as first-choice financial services provider), 
according to the latest report by FRS IbCrica 
in 2003. 

In a falling interest rate scenario, SME 
Banking obtained operating profit of €50 1 
million, a similar amount to that recorded in 
2002. The 21.5% increase in net loan loss 
provisions, due to the increase in business 
activity, since the nonperforming loan ratio fell 
to 0.80%. gave net attributable profit of €21 1 
million, compared to €229 million in 2002. 

As of December 31, 2003, the unit managed 
€20.5 billion of loans and around €7 billion of 
customer deposits, with year-on-year growth of 
14.5% and 12.2%. respectively. 

The leasing, renting and confirming 
business lines were the most active lending 
segments, with increases of 22.3%, 30.2% and 
34.3%, respectively. In connection with this, 
BBVA entered into an agreement with the 
Spanish Small and Medium-Sized Enterprise 
Confederation (CEPYME) to foster 
technological development and e-commerce in 
Spanish SMEs, which will have access to 
BBVKs financing and foreign trade solutions. 

in I C 0  financing lines, where it is the clear 
leader in the marketing of SME transactions 

Mention must again be made of BBVA's role 

SME BANKING. 
IN SPECIALIST 
WILWNS OF EUROS1 

Dec.M02 

Dec.M03 

2,121 

Renting Confirming Leasing 

with a market share of 19.7%. 440 basis 
points ahead of the next financial institution. 

came into operation, the purpose of which is 
to strengthen the distribution of treasury 
products and services for SMEs over the 
network, aimed at  hedging interest and 
exchange rate risk and optimizing company 
treasury departments. 

made of the inclusion of five new mutual funds 
aimed for this segment. These funds are 
competitive in terms of returns and fees, and 
this enabled the volume managed under this 
caption to increase by 40.6% to €765 million. 

Lastly, access to electronic banking services 
over the Internet was boosted by the launch of 
a new product, SIETE net, which completes the 
range already on offer (BBVA net c@sh and 
BBVA net office), and makes the product 
offering more flexible, thus catering for various 
types of customer. User numbers now exceed 
42,000 companies, which transacted collections 
and payments worth €58 billion through this 
electronic channel in 2003. 

A joint initiative with the Markets area also 

On the deposit side, mention should be 

ASSET MANAGEMENT AND 
PRIVATE BANKING 
Asset Management and Private Banking 
consists of eight units that can be grouped 
together, by business activity, in three large 
blocks: Pensions, Asset Management, Global 
Administration and Savings Investment 
Services focus mainly on product generation: 
Personal Banking and BBVA Patrimonios, 
which have direct responsibility for the 
highest-income segment of individuals, make 
up the new private banking model; and lastly, 
Control and Business Development are 
support units. 

and Private Banking at  2003 year-end 
exceeded €58 billion, a year-on-year increase 

Total funds managed by Asset Management 
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of 11.4%. Net attributable profit was €95 
million. 

Mutual fund assets managed by BBVA as 
of December 31, 2003, amounted to €37,245 
million, 1 1.6% more than the previous year. 
Securities mutual funds accounted for 
€36,673 million of this amount. BBVA's 
capacity for innovation was particularly acute 
in 2003, and can be seen from the launch of 
six new guaranteed equity funds, to which 
customers made contributions that account 
for 40% of the net contributions to funds of 
this category in the system. In the first half of 
the year, the BBVA Garantizado Doble 6 
2006, BBVA Ranking Garantizado and BBVA 
Ranking I1 Garantizado funds were launched, 
and attracted deposits of nearly €2 billion. 
The BBVA 5x5 Extragarantizado, BBVA Extra 
5 Garantizado and BBVA Extra 5 I1 
Garantizado funds were marketed in the 
second half, and attracted more than €3.85 
billion. 

Thus BBVA consolidated its strong position 
in high value-added funds (guaranteed, equity, 
balanced and long-term fixed-income funds) 
and took its market share to 2 1.2% as of 
December 31, 2003, a 50 basis-point increase 
in the second half (only 7 basis points in the 
year as a whole), Regarding the mutual fund 

AND PRI 
S 

20,025 

21,012 I 

total, in the second half of the year the Group's 
market share recovered 22 basis points to 
18.5% as of December 31, 2003. The heavy 
inflows in guaranteed equity funds enabled 
average fees to be stabilized at 1.43% in the 
fourth quarter, which increased the advantage 
over the system's average fees, according to 
Inverco. 

Turning to alternative management 
products, the BBVA Propiedad real estate 
investment trust increased the volume of its 
assets by almost 80% in 2003 to €572 million, 
and achieved the highest return in its category 
with 8.3%. 

Underlining the aforementioned positive 
performance, BBVA consolidated its position 
as the Spanish entity that has received most 
prizes from Expansidn and Standard & Poor's 
(Salmon Prizes) since 1999. Thus, seven funds 
were awarded prizes in 2003, six of which 
were first prizes. 

The Spanish Pension unit manages assets 
worth €12.2 billion, up 10.7% on 2002, for 
more than 1,280,000 participants. More than 
€6.4 billion relate to individual pension plans 
and almost €5.8 billion to corporate pension 
and similar plans. The BBVA Group has 
retained its market leadership in the welfare 
insurance business in Spain with a market 
share of 20.0% (17.4% in personal and 
24.1% in corporate plans). 

Noteworthy during the year was the 
launch, inter alia, of the Assured Welfare Plan, 
the Ranking pension plan, joint sponsorship 
plans (a new group insurance product aimed at 
SMEs) and, essentially, the new Protection 
range of pension plans, which collected €801 
million in the last two months of 2003. Since 
these products were so well received, BBVA's 
pension plans attracted 39% more funds in 
2003 than in 2002. 

through its BBVA Patrimonios and Personal 
Banking units, manages total funds of 

As regards private banking in Spain, BBVA. 

146 



€12,105 million and obtained net attributable 
profit of €36 million in 2003. 

BBVA Patrimonios is aimed at the high-net 
worth individuals segment (with financial 
assets of over €2 million) and manages funds 
of €6,315 million belonging to more than 
1,000 family Groups. It performs its business 
activities through five centers and 68 managers 
which offer customers overall customized 
advisory services through eight teams of 
specialists in the various areas of its asset 
management structure: discretionary 
management, counseling, asset planning, 
lending and family-office services. 

Personal Banking, for its part, provides 
customized advisory services to the Group’s 
medium-high income customers. The area 
handles more than 70.000 customers and total 
funds of €5,790 million with a team of 277 
people. 

SPECIAL FINANCIAL SERVICES 

The Special Financial Services unit carries on 
its business through Finanzia, Uno-e and 
Dinero Express. In June, Uno-e and Finanzia 
implemented their new business model by 
integrating the on-line bank and Finanzia’s 
consumer finance division. At the same time 
Uno-e was integrated into BBVA’s corporate 
computer systems. 

Finanzia 

In 2003 Finanzia, which manages the 
prescriptor businesses, through collaboration 
agreements with leading distributors, 
manufacturers and importers, obtained 
operating profit of €52 million and net 
attributable profit of €23 million, representing 
an increase of 22.4%. Total net lending 
amounted to €2,169 million at  year-end, a 
decrease of 6.0% due to the inclusion of the 
consumer portfolio in Uno-e, without which it 

S ICES. 
L 
w 

2,638 

would have increased by 14.3%. The 
nonperforming loans ratio fell to 2.00% from 
2.53% as of December 31, 2002, and coverage 
rose to 147.3%. 

By business line, automobile financing gave 
rise to billings of €713 million, with year-on- 
year growth of 2 1 %. The equipment business 
increased its billings by 14% to €335 million 
and lending in this area rose 16% to €590 
million. 

Automobile renting recorded billings of 
€ 125 million and lending of €246 million, up 
3 1 % and 28%. respectively, increasing its 
market share to 8.4% as a percentage of total 
market purchases. Equipment renting recorded 
billings of 6 185 million and loans as of 
December 31, 2003 of €327 million. The new 
technological renting product, Ofirent Plus, 
will boost positioning in this industry. 

Uno-e 

Funds managed as of December 31,2003 
amounted to 6 1, l o  1 million: noteworthy was 
the growth in mutual funds, from €15 million 
to €52 million, and in securities, whose 
managed balances tncreased by 58% to €127 
million. These significant increases were due to 
the promotion of the supermarket of domestic 
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and international funds and to the advisory 
services offered to customers. In this 
connection, the recommended fund portfolios 
have outperformed the market in each of their 
respective categories and recommended 
securities portfolios rose 1 1.4% above the 
IBEX 35, in terms of accumulated returns. 

end. The payment systems area experienced 
considerable growth, with billings of €238 
million in universal cards and €689 million in 
private cards, while credit card billings were 
up 3 1 % on 2002 at €8 1 million and current 
outstandings increased by €4 1 %. 

As a result of its commercial activity in 
2003, Uno-e extended its customer base to 2.6 
million, including the customers of leading 
prescriptors from the consumer financing 
division, to whom it was able to offer a 
complete range of financial products. This, 
together with a significant reduction in costs, 
enabled operating profit to rise by €37 million. 

Loans rose to reach €469 million at  year- 

h e r o  Express 

Dinero Express manages the fast remittance of 
money by immigrants from Spain to their 
home countries, which currently include 
Ecuador, Colombia, Peru, the Dominican 
Republic and Argentina, where it has more 
than 1,000 immediate payment points. To 
carry on this activity Dinero Express has a 
specific network of nine offices in Madrid. 
Barcelona, Valencia and Lorca, and has also 
entered into collaboration agreements with 
other distribution networks not belonging to 
the BBVA Group. In 2003, the year of its 
launch, it managed on-line remittances totaling 
more than €10.5 million. 

BBVA PORTUGAL 

The Portugal Master Plan was prepared and 
implemented in 2003 as a way of reorienting 

BBVA's growth strategy in the Portuguese 
market towards higher-value customers. 

by the 32.8% increase in mortgage lending, in 
which BBVA raised its market share by 19 
basis points. At the same time the 
nonperforming loans ratio fell to 0.65% from 
0.91% as of December 31, 2002. 

Total funds under management increased 
by 3.9%, most notably mutual funds, whose 
growth of 19.8% enabled market share to be 
increased by 14 basis points. BBVA Gest, the 
only manager in Portugal to have obtained the 
UNE-EN I S 0  9001 :2000 quality certificate, 
launched three new mutual funds, the most 
noteworthy of which is the first guaranteed 
fund to be marketed in Portugal: Extra 5 
BBVA. Seven new types of structured deposit 
products were also launched. 

comparison is affected by the sale in 2002 of 
the holding in Euronext, which gave rise to a 
gain of around €9 million. Excluding this, pre- 
tax profit would have increased by 130.5%, 
rather than the 22.9% decrease actually 
recorded. The increases in fees (+4.8%) and 
cost control (+0.4%) offset the narrowing of 
the interest income and enabled operating 
profit to maintain its 2002 level, disregarding 
the income from the aforementioned sale. 

Customer loans increased by 7.6%. boosted 

The year-on-year income-statement 

EUROPEAN INSURANCE 

The European Insurance unit groups together 
several entities with separate legal identities 
which engage in direct insurance and 
reinsurance and insurance broking in Spain 
and Portugal. The unit markets its products 
mainly through the Bank's branches, although 
for group welfare insurance it also uses other 
internal and/or external channels. In the 
bancassurance segment, the European 
Insurance unit is the market leader in life 
insurance and in group insurance. The direct 
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insurance business is carried on by BBVA 
Seguros for life, multiperil, household and 
construction products, and Direct Seguros 
handles vehicle insurance. In January 2004 the 
Group entered into an agreement to sell to 
Axa its 50% holding in Direct Seguros, 
although its products will still be distributed 
through the BBVA network for a certain 
period. Other insurance products that the unit 
handles but does not develop are 
intermediated through BBVA CTA and BBVA 
Broker. The unit also has a consulting area 
that provides advisory services to customers 
who require specialist welfare-related services. 

The pre-tax profit obtained for the Group 
by the European Insurance business amounted 
to €226 million, with a year-on-year increase 
of 22.4%. After discounting the fees paid to 
the commercial network, this unit recorded a 
pre-tax profit of €102 million and net 

attributable profit of €68 million, up 39.2% 
and 45.9%, respectively, on 2002. 

Total life insurance issued increased by 
9.5% compared to 2002, mainly as a result of 
the performance of insurance tied to loans and 
the new Vida 15 product. On the savings side, 
the Europlazo 3 issue of €65 million was 
launched in the market in July and was covered 
in full in the first few months. Non-life 
premiums written increased by 34.1 % to € 103 
million, of which €89 million relate to the 
home product line. Although the deadline for 
externalizing group welfare insurance expired 
in 2002, business amounting to 8419 million 
was gathered in 2003, which gave the unit the 
leadership of the market with a share of 28.3% 
per the latest available data. With regard to the 
total funds under management, BBVA Seguros’ 
technical provisions amounted to €8,745 
million, which represents growth of 6.8%. 
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Wholesale 
and 
Investment 
Banking 
GLOBAL CORPORATE 
BANKING 

INSTITUTIONAL 
BANKING 

GLOBAL MARKETS 
AND DISTRIBUTION 

BUSINESS AND REAL 
ESTATE PROJECTS 

GLOBAL 
TRAN SACTl ON 
SE RVl CE S 

The Wholesale and Investment Banking area 
comprises the following units: Global 
Corporate Banking (encompassing both its 
domestic and international activities): 
Institutional Banking; and the Global Markets 
and Distribution unit, including the treasury 
room businesses located in Europe and New 
York, the distribution of fixed-income and 
equity securities and the depository and 
custodianship business. This area also includes 
the Business and Real Estate Projects, Global 
Transaction Services and Management 
Positions units, in addition to the area's own 
Business Analysis unit. 

an all-encompassing service to its customers, 
namely large enterprises, public- and private- 
sector institutions, financial entities and 
institutional investors. Wholesale Banking 
(Global Corporate Banking and Institutional 
Banking) uses a full-relationship business 
model whereby each customer is assigned a 
global account manager, who is responsible for 
the relationship with the customer worldwide 
and whose mission is to cater for the 
customer's needs with a high level of service 
quality, supported by teams of product 
specialists. The two-fold aim of Global 
Markets and Distribution, which is centered 
on the customer and employs a franchise 
business model, is to achieve recurring income 
that lends stability to the income statement 
and to maintain a global view of the business. 

Per the findings of studies conducted in the 
last quarter of 2003 by a renowned 
international consulting firm, BBVA is still the 
leading bank in the segments served by its 
wholesale businesses, thus confirming the 
wisdom of this strategic approach and the 
choice of business model. The Group serves 
97% of large corporations in Spain, 55% of 
which single it out as their first-choice bank. 
Similarly, Institutional Banking caters for 54% 
of public-sector institutions in Spain and is the 

The objective pursued by the area is to offer 
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Memorandum Item: 

2003 . % 2003 . X 
505 1.1 125 (27.4) 

Wholesale Banking Markets 

Net fee income 178 (15.0) 209 225 136 
,CORE REVENUES 856 (7.7) 927 '#9  ̂ " 641 
Net trading income 
ORDlNAdy dEVENUES 
Personnel costs 
General expenses (105) (9.9) (117) (125) (48) 

Depreciation and amortization (9) (19.1) (12) (12) (5) 
Other operating incom (4) 
OPERATING PROFIT 489 

1 

Amortization of goodwill (2) (56.2) (5) (7) 
Net income from Group transactions 32 (63.2) 88 109 1 
Net loan loss provisions (143) 1.2 (141) (130) (126) 
Net extraordinary income ( 

Corporate income tax 

Minority interests 
Na AllWwABLE PROF1 

" GENERAL ADMINISTRATIVE UPENSES (310) (5.6) (329) (353) (165) 

PRE-TAX PROFIT 

"&OF%+ 

(4.1) 

88.3 
1.5 
2.3 
(6.7) 
(0.5) 

(12.3) 
20.2 
2.3 

48.9 

(6.8) 
8.2 
6.2 
5.3 
6.6 
(7.4) 
8.6 

46 (36.0) 
171 (29.91 

75 n.m. 
246 ~ (1.4) 
(74) (13.0) 
(53) (13.4) 

(127) (13.2) 
(4) (27.3) 
- n.m. 

115 16.3 

- n.m. 
(10) 106.2 
(23) n.m. 
82 0.7) 
(13) (3.8) 
69 "(8.4) 

62 (85) 
(7) (7.2) 

BALANCE W E E  
MILLIONS OF EUROS) 

Total net lending 39,366 3.6 38,002 41,450 37,212 (0.9) 1,611 n.m. 
Securities portfolio 25,364 (7.5) 27,416 31,897 3,411 (21.4) 20,770 (5.6) 
Liquid assets 43,835 26.1 34,767 36,178 8,982 50.1 34,692 21.4 
Inter-area positions 43,857 5.7 41,502 35,944 (664) n.m. 44,461 12.2 

5 (26.7) Property and equipment and intangible assets 45 106.4 22 51 40 174.0 
Other assets 18.5) 7,581 8,286 391 (37.6) 5,736 (16.4) 
TOTAL AsSdS I LlABlLlTlESPND EQUITY 372 (0.9) 107,275 10.2 
Deposits 214 (4.4) 30,573 25.2 
Debt securities 5,255 20.3 4,369 3,725 5,255 20.3 
Net profit for the year 509 18.9 428 580 265 6.6 69 (8.4) 
Equity 3,450 6.1 3,253 3,673 2,222 13.5 591 17.9 

Shareholders' funds 2,003 3.2 1,940 2,389 1,187 13.0 351 17.6 
Other eligible funds 1,447 10.2 1,313 1,284 1,035 14.0 240 18.3 

Liquid liabilities 69,376 16.9 59,321 69,516 8,409 3.1 60,955 19.1 
Inter-area positions 23,486 (23.9) 30,850 26,718 13,856 (6.7) 8,908 (39.3) 
Other liabilities 6 8,928 1,151 (4.0) 6,179 
OTHER CUSTOMER FUNDS MANAGED 

Mutual funds 774 13.9 680 519 756 11.1 
Pension funds 2 3.9 2 5 2 3.9 
Customer portfolios1'' 3,944 225.7 1,211 375 3,944 225.7 

FICA 

31-12-03 31-12-02 31-12-01 31-12-03 31 -12-03 
ROE 23.0 19.5 23.1 20.0 17.7 
ERiciency ratio 31.7 35.6 32.3 24.9 51.4 
Nonpetforming loan ratio 0.66 1.24 0.42 0.69 0.12 
Coverage ratio 227.3 128.5 254.4 214.1 n.m. 
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first-choice bank for 24%, figures which by far 
surpass those of its rivals. The Group is also the 
market leader in other products and services in 
Spain, such as syndicated loans, project 
financing, factoring, foreign trade and trading 
on the Spanish stock markets, as shown by the 
positions attained in the respective rankings. 

The sound performance of the Group’s 
franchise in these businesses is reflected by the 
earnings obtained in 2003: the area’s net 
attributable profit amounted to €468 million, 
with a year-on-year growth of 22.5%. which 
enabled ROE to rise to 23.0%, up from 
19.5% in 2002. 

caption that best reflects the trend in the 
revenues of wholesale businesses, amounted to 
€979 million, up 6.1% on 2002. Due to the 
treatment of financial asset hedges and the 
effect thereof on the income statement of the 
Markets business unit, the Wholesale and 
Investment Banking area’s net interest income 
fell by 5.6%. whereas its net trading income 
soared to €123 million. In Wholesale Banking 
(Corporate Banking and Institutional Banking), 
an appropriate pricing policy enabled net 
interest income to increase by 1.1 % and net 
interest income on average assets to remain 
practically at the same level as in 2002, despite 
the fall in interest rates and the weakness of the 
U.S. dollar against the euro, which hit the 
international business component of Global 
Corporate Banking especially hard. The 
variation in the area’s fees in 2003 was 
influenced by the general situation of the 
markets, in particular that of the equities 
market (placement of preferred shares, a lower 
level of activity in the secondary market and 
corporate stock market flotations). 

As regards business volumes, the policy of 
prudence in the assumption of risk applied in 
this area led to moderate growth in lending in 
the year (3.6%). to a substantial reduction in 

Ordinary Revenues, the income-statement 

the nonperforming loans ratio, which fell to 
0.66% as of December 31, 2003 (from 1.24% 

at 2002 year-end), and to the improvement of 
the coverage ratio, which stood at 227.3%, up 
from 128.5% as of December 31, 2002. 2003 
saw the continuation of the upward trend in 
customer funds recorded in 2002, deposits 
having increased by 13.1 % in the year. 

General administrative expenses fell by 
5.6%, with reductions in personnel costs and 
above all in general expenses, due, inter alia, 
to the ongoing adaptation of structures to 
market conditions (consolidation of the new 
Institutional Banking model, integration of the 
foreign business of the Markets unit, etc.). The 
combination of higher revenues and lower 
expenses led to a 3.9 percentage point 
improvement in the efficiency ratio to 31.7% 
and a 12.6% increase in operating profit to 
€654 million (a 16.5% rise at  constant 
exchange rates). 

Net income from companies accounted for 
by the equity method, which amounted to €65 
million, was three times that achieved in 2002. 
The reasons underlying this rise were the 
increased contribution of the investment 
portfolio and the current boom in the Spanish 
real estate market, in which BBVA is present 
through BBVA Real Estate. The successful 
rotation of the business portfolio in 2003 was 
reflected by the “Net income from Group 
Transactions” and “Net Extraordinary 
Income” captions which, taken together, 
amounted to €70 million. €143 million were 
earmarked for net loan loss provisions in the 
year, 1.2% more than in 2002. 

Investment Banking reported a pre-tax profit 
of €644 million, and net attributable profit 
rose to €468 million, of which €236 million 
related to Wholesale Banking, 6 170 million to 
Business and Real Estate Projects, and €62 
million to Global Markets and Distribution 
and Management Positions. 

As a result of the foregoing, Wholesale and 
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GLOBAL CORPORATE BANKING 

Global Corporate Banking caters for large 
Spanish corporations and multinationals. In 
2003 it adapted its organizational structure to 
encourage business growth, giving rise to the 
following four management areas: Corporate 
Banking Iberia, Corporate Banking Europe 
and Asia, Corporate Banking America and 
Global and Investment Banking. Global 
Corporate Banking's international network 
comprises branches in New York, London, 
Paris, Milan and Hong Kong. 

in 2003 to enhance the Group's relationship 
with its global customers and to harness their 
high growth potential. Its mission is to 
respond to these customers' needs, providing 
value-added products and services and 
geographical coverage through the branches of 
the international network. With this purpose 
in mind, the area groups together the Capital 

Global and Investment Banking was created 

Markets, Fixed-Income Security Origination 
and Corporate Finance product units, which 
not only serve the wholesale customers but 
also offer solutions to customers from other 
BBVA Group areas. 

Corporate Banking America coordinates 
the wholesale business through the Group's 
banks in the region, including the Brazilian 
market, in which BBVA deals with its 
customers through its representative office in 
Sao Paulo, which focuses on capital market, 
corporate finance and trade finance activities. 

earlier, BBVA provides banking services to 
substantially all the large corporations, 55% of 
which regard it as their first-choice bank, a 
figure that by far surpasses that of its rival banks 
and confirms the effectiveness of the full- 
relationship model applied by BBVA in its 
dealings with its customers. 

In 2003 Global Corporate Banking 
obtained a net attributable profit of €152 

As regards positioning in Spain, as mentioned 

D STRUCTURED FINANC 
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million, with year-on-year growth of 4.1 %. Its 
ROE was 18.4% and its efficiency ratio stood 
at 25.2%. The unit managed total lending in 
excess of € 19 billion and customer funds 
totaling nearly €9 billion. 

syndicated loan and structured financing 
transaction activities. The most significant 
transactions performed in 2003 were in the 
infrastructure, real estate and electricity 
industries. 

In 2003 BBVA further strengthened its 
leading position in the Spanish syndicated loan 
market, maintaining a considerable advantage 
over its main rivals. The Group also 
significantly increased its activity in 
international markets (Latin America, France, 
Italy, etc.), as a result of which it achieved 
greater recognition in these markets and 
earned second place in the Latin-American 
syndicated loan ranking (source: Loan Pricing 
Corporation), 

The Capital Markets unit encompasses the 

A >  > > < > <  i: 

FIXED-INCOME issu~sAj;(~ ~ R P O R A T E  FINANCE. 
THE MOST SlGNlCANT TRANSACTIONS IN 2003 

The Capital Markets unit has also been 
highly active in designing and structuring 
leveraged finance and in project financing, as 
evidenced by the third place attained in the 
2003 world ranking prepared by Dealogic 
(Dealogic Projectware) and published in 
2004. Furthermore, BBVA secured first place 
in this ranking in the first half of 2003, and is 
the first Spanish bank to ever have done so. 

The most noteworthy transactions 
performed in 2003 were the tollroad 
financings. which received the following 
distinctions from Euromoney: 
"Infrastructure Deal of the Year 2003 for 
Europe" (ENA), "Transport Deal of the Year 
2003 for North America" (the SR 125 South 
tollroad in California) and "Transport Deal 
of the Year 2003 for Europe" (the Eurolink 
tollroad in Ireland), This last transaction 
was also awarded the "PFI EMEA 
Infrastructure Deal of the Year 2003" prize 
by Thomson. 
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As regards Fixed-Income Security 
Origination, in conjunction with Global 
Markets and Distribution, the Capital Markets 
unit acted as joint book runner for over ten 
public-sector transactions in 2003, including 
most notably the €5 billion issue by the 
Kingdom of Spain and the € 1 billion issue by 
Repsol. Meriting particular attention in the 
international markets were both public-sector 
transactions (John Deere, Altadis, Caminhos 
de Ferro and Enersis' Yankee bond issue in 
Latin America, inter alia) and private 
placements (Ford Motor Credit, HSH 
Nordbank and Dexia), as well as over 20 Euro 
Note programs in which BBVA acted as a 
dealer (Volvo, Cadbury Schweppes, Portugal 
Telecom, Valeo and Loreal). 

Corporate Finance, which is responsible 
for business advisory services and mergers 
and acquisitions, caters for large and medium- 
sized enterprises, institutions, mutual funds 
and privatization agencies. Although the 
market for this unit's activity was sluggish in 
2003, it is beginning to show signs of 
recovery. Against this backdrop, BBVA has 
acted as financial adviser in some of the most 
important transactions in Spain in 2003 and 
in certain significant international 
transactions. 

I NSTITU~I~NAL BANKING 

Institutional Banking, the BBVA Group unit 
that caters for public and private institutions, 
has a network of 42 branches located in Spain, 
Portugal and Belgium. It manages the Group's 
relations with Central Government, 
autonomous community governments, local 
corporations and their dependent agencies and 
enterprises, The private institutions served by 
the unit include associations, foundations, 
NGOs and insurance companies. 

Institutional Banking operates in these 
markets under the BBVA brand name and 

through Banco de Credit0 Local (BCL), an 
entity that specializes in long-term financing. 

increased by 9.3%. enabling BBVA to regain 
its leadership in loans to public authorities in 
Spain, with a market share of over 38% of the 
banks and savings banks market. 

In 2003 the unit improved on all its 
income-statement aggregates for 2002. Net 
interest income grew by 4.4% and net fee 
income by 12.6%, giving rise to a 7.2% 
increase in core revenues. As a result of these 
improved revenues and the 6.3% fall in 
expenses, operating profit grew by 12.7% and 
the unit's efficiency ratio improved by 3.5 
percentage points to 24.1%. Net attributable 
profit amounted to €83 million, up 17.8% on 
2002, and ROE was 23.5%. 

In 2003 Institutional Banking submitted 
bids in over 38 tenders launched by Central 
Government and renewed nine contracts 
currently held by it awarded in prior years. The 
new contracts awarded included most notably 
that for the management of the Ministry of 
Defense's treasury and payments departments 
(a contract which reformulated five previous 
tenders) and those relating to the payrolls of 
the Ministries of Justice, Finance and Public 
Authorities, of the National Statistics Institute 
(INE) and of the National Employment 
Institute (INEM). In 2003 BBVA Portugal was 
chosen as the European Commission's euro 
treasurer bank; consequently, since BBVA is 
also a euro and U.S. dollar treasurer bank for 
Spain, the Group now ranks as the European 
Commission's flrst-choice bank in the Iberian 
Peninsula. 

activities, BCL collects funds through the 
capital markets, and for this reason it has 
various financing programs, both at short term 
(a European Commercial Paper Program for 
6 1.5 billion) and long term (a European 
Medium-Term Note Program and a fixed- 

In 2003 total lending managed by this unit 

Due to the nature of its long-term financing 
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income security program for €4 billion each), 
The most notable development in wholesale 
financing. however, was the first-ever issue of 
public covered bonds in the euro market. 
These bonds are fured-income securities that 
are guaranteed by the loans and credits 
granted by the issuer to the public sector. In 
April 2003 BCL, in its position as leading 
bank in terms of public-sector financing, 
carried out the first issue of this kind in Spain 
for €1.5 billion, automatically becoming a 
benchmark for this new market. 

Continuing with its policy of providing 
assistance to its customers, Institutional 
Banking organized 30 events covering a variety 
of subjects, most notably the 12th Technical 
Seminar on Financial Policy of Autonomous 
Communities. For this same purpose, BCL also 
has ownership interests in several companies, 
such as Gobernalia Global Net, AFINA, 
Servitecsa and the recently formed (alongside 
the General Council for Associations of 
Secretaries, Controllers and Treasurers of 
Local Authorities) Foro Local S.L., a company 
which is a benchmark services provider of 
executive training programs for local agencies. 

Gobernalia Global Net SA.  continues to 
carry out projects on new technologies and the 
information society €or public authorities and 
private institutions. In 2003 it was awarded one 
of the PISTA (Promotion and Identification of 
Advanced Telecommunications Services) 
projects organized by the Ministry of Science 
and Technology. The aim of the project is to 
create the infrastructure required to control and 
manage IT classrooms at educational centers 
using a free software-based system. 

SA., which provides advisory services and 
assistance in the area of municipal 
management, has entered into a merger 
agreement with Tribugest, an Aguas de 
Barcelona subsidiary. The BBVA Group will 
have a 40% holding in the post-merger 

AFINA, Asistencia en Gesti6n Tributaria, 

company, which will provide tax management 
and collection services to over 10 million 
people throughout Spain. 

Through Servicios Tecnologicos Singulares 
S.A. (Servitecsa), the Bank finances, develops 
and manages an official distance-learning 
English course called “That’s English! “ in 
conjunction with the Ministry of Education, 
Culture and Sport and the Education 
Departments of most autonomous community 
governments. 

GLOBAL MARKETS AND 
D I STRI BUT ION 
Global Markets and Distribution is a customer- 
oriented business unit with a worldwide focus 
that aims to become a benchmark for 
customers with interests in Southern Europe 
and Latin America. In this connection, a 
strategic management approach has been 
established in which the customer is the center 
of business activity, in contrast to more 
traditional treasury models based on the 
transactions performed by the unit for its own 
account. Currently, around 60% of this unit’s 
earnings are obtained directly from customer- 
related activities, thus maximizing the value of 
transactions and minimizing the impact of 
market fluctuations, which contributes stability 
and recurring revenues to the income statement. 

In 2003 BBVA integrated its stock-exchange- 
member broker-dealer company (BBVA Bolsa) 
into the Bank’s structure. The two-fold 
objective pursued through this approach was to 
generate new sources of revenues through the 
inclusion of the equity spot and derivatives 
businesses and to optimize costs. 

2003 was one marked by instability and 
uncertainty concerning the economic recoveq 
At the beginning of the year investors sought 
refuge in government debt and fixed-income 
securities, which gave rise to sharp falls in the 

The situation that prevailed in the markets in 
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stock markets, a trend that would be gradually 
reversed in the course of the year. The activities 
that achieved greatest prominence in 2003 were 
the lending business (due to the across-the- 
board reduction in spreads affecting all sectors) 
and the foreign exchange (both spot and 
volatility) and long-term interest rate businesses. 

Owing to its adequate sensitivity 
management, brisk activity with institutional 
customers and enterprises, and its market 
positions, the unit increased its operating 
profit by 16.3% to €1 15 million and reported 
a net attributable profit of €62 million. 

With a view to further developing the full- 
relationship model, Global Markets and 
Distribution participates actively in cross-selling 
projects with other Group units, the aim being 
to offer customers higher value-added products, 
such as a fixed-income and equity security 
issues, structured transactions for wholesale 
customers and medium-sized enterprises, or to 
design products to be marketed through its 
retail network. Thus, Markets has covered 
tranches I and I1 of the BBVA Ranking 
Garantizado mutual fund and the BBVA 5x5 
Extragarantizado and BBVA Extra 5 11 
Garantizado mutual funds. Coverage structures 
of this kind are not only designed for the 
Group’s proprietary products, but are also 
marketed to other financial entities. 

BBVA has been appointed market-marker 
by the Spanish Treasury for short-term 
transactions. Also it has joined ABN AMRO, 
Barclays Capital. Citigroup, Deutsche Bank, 
Dresdner Kleinwort Wasserstein and SodCte 
GCnCrale on the iBoxx loan derivatives index 
platform (a broad platform of financed and 
non-financed products that currently 
encompasses three separate indexes: iBoxx 
Diversificado, iBoxx 100 and iBoxx 
Corporativo), which will enable the Group to 
play a greater role in this market. 

BBVA is the undisputed leader in the 
following markets: the AIAF fixed-income 
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market, in which it enjoys a 29.5% share in 
terms of trading volume for maturity 
transactions; the Spanish stock market, with a 
13.2% share of trading volume (source: Bolsas 
de Comercio, latest available data as of 
September 2003): the Spanish foreign exchange 
market for euro/U.S. dollar transactions, with a 
share of around 60%; the Spanish government 
debt securities market; the Eonia (Euro 
OverNight Index Average) market, with an 
average share in 2003 of 57%: treasury bills, 
with a 23.6% share; and MTS Amsterdam in 
the short-term Dutch Treasury Certificates 
(DTC) segment, with a 12.9% share. 

Also. the Global Finance magazine has 
chosen BBVA as the leading foreign exchange 
trading bank in Spain and as the best securities 
depositary bank in the Spanish market in 
2003, and Global Investor magazine has 
singled the BBVA Group out as the best 
custodian bank in Spain. 

BUSINESS AND REAL ESTATE 
PROJECTS 
The aim of the Business and Real Estate 
Projects unit is to create value at medium and 
long term by actively managing its portfolio of 
enterprises and real estate business with an 

INDUSTRY DI~TRMTION q~ THE PORTFOLIO 
BY MARKET VALUE 

Capiuigoods B 33,0% 
Markel services 17,lX 

bnsumer g d s  5.0% 
Financial services 3.6% 
Communications II 2.4% 
and information 

services 
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approach based on four key elements: 
profitability. rotation, liquidity and 
optimization of the use of economic capital. 

The unit manages a portfolio of 127 
investments with a book value as of December 
3 1, 2003 of €992 million and unrealized gains 
totaling €749 million, an increase of €200 
million with respect to 2002 year-end. The 
portfolio is highly diversified. the real estate 
sector accounting for 38.9%, the investment 
goods sector for 33.0% and the market 
services sector for 17.1% of its market value. 

The unit obtained operating profit of €45 
million in 2003, €36 million more than in 
2002, and its net attributable profit amounted 
to € 170 million, with year-on-year growth of 
69.0%, all of which was due to the increase in 
the income contributed by the investees and 
gains obtained on the disposal of highly 
mature assets. ROE was 34.7% and the 
efficiency ratio stood at  18.4%. 

Disinvestments totaling more than €230 
million were made in 2003, giving rise to gains 
of €100 million. The most significant of these 
transactions was the sale by Corporacidn TBV. 
which is 50%-owned by BBVA, in a bought 
deal market transaction, of a 6% holding in 
the capital stock of Gamesa Corporacih 
Tecnologica, giving rise to a gain of €30 
million for BBVA. Following this transaction, 
Corporaci6n IBV has a 3 1.8% holding in 
Gamesa. 

to generate added value in its property 
development portfolio by carrying out various 
land and building construction projects, all of 
which had to fulfill certain minimum 
requirements concerning delimited risk, 
efficiency, profitability and synergies. Thus, the 
unit divested itself of projects that were at  the 
mature stage, with a total buildability of 
550,000 m2. giving rise to gains in excess of 
€70 million. Also, investments totaling €140 
million were made through 10 projects, which 

In 2003 the real estate business continued 

enabled the group to acquire over 700,000 m2 
of buildable land in various areas of Spain. 
Consequently, at  2003 year-end the total 
property development portfolio included 2.5 
million m2 of buildable land and 4.000 
dwellings under management, distributed 
among a total of 44 projects, approximately 
half of which are being carried out with 
partners. Association with other developers 
was boosted by Formula Partner, a union of 
brands to develop specific real estate projects 
in which each partner contributes its 
experience in the activities in which it 
specializes. making it possible to bring 
together the financial and technical resources 
with the capacity to carry on the development 
activity of the leading companies operating in 
the Spanish property development market. 

With regard to its commitment to total 
quality and the environment, BBVA 
successfully renewed, for the fifth successive 
year, the I S 0  9001.2000 and IQNET quality 
certifications for the BBVA Housing Plan. 
Furthermore, in the environmental awards 
organized by Garrigues and IESE, BBVA Real 
Estate was the second most voted candidate 
for its projects in Urdanibia (Irun), Barakaldo 
(Vizcaya) and Barbera del Valles (Barcelona). 

GLOBAL TRANSACTION 
S ERVlC ES 
In 2003 the Global Transaction Services unit 
was created to support the specialized 
management of the corporate and institutional 
transaction business, both in the wholesale 
area and in the Group's other areas. BBVA's 
transaction capacity, the mainstay of its full- 
relationship model, is based on its extensive 
commercial network, its geographical coverage 
(enabling local solutions to be provided in 
each country in which the Group is present, as 
well as global and regional solutions in the 
Iberian Peninsula, Europe and Latin America), 
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and an integrated range of products and 
services (domestic and international collections 
and payments, loans, trade bill discounting, 
factoring, confirming, credit cards, foreign 
trade and electronic banking, not to mention 
its correspondent and cash pooling systems 
services). 

In Spain over 66,000 enterprises and 
institutions used BBVA's electronic banking 
services in 2003, and 163 million transactions 
were performed using this channel, signifying 
year-on-year increases of 17% in the number 
of transactions and 35% in terms of the 
volume managed. 

BBVA's factoring and confirming activities 
in Spain have become firmly established as one 
of the most efficient channels for the financing 
of the working capital of Spanish companies 
and institutions, with year-on-year growth of 

12.6%. In 2003 BBVA Factoring further 
strengthened its position as market leader for 
these activities by achieving a 35.0% share. 

As regards the financing of exports of 
capital goods to emerging countries covered by 
export credit insurance agencies, BBVA has 
maintained its leading role in the domestic 
market and has reinforced its presence in the 
financing of Italian, Japanese, Scandinavian 
and Central European exports. Another 
activity to gain a firm foothold in 2003 was 
the forfaiting business, which achieved growth 
of 19.7% with respect to 2002. With regard to 
trade finance, the Group stepped up the 
collaboration and integration of the 
international trade financing teams at  its banks 
and, for the third consecutive year, Global 
Finance magazine awarded BBVA its prize for 
"The Best Trade Finance Bank in Spain". 
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Anierica 
PERFORMANCE 
BY COUNTRY 
Mexico 
Chile 
Colombia 
Panama 
Paraguay 
Peru 
Puerto Rico 
Uruguay 
Venezuela 
Other countries 

International 
Private Banking 

The BBVA America business area includes the 
banks, pension fund managers and insurance 
companies managed by the Group in fourteen 
Latin American countries as well as the 
international private banking business, some 
of whose customers also come from this 
geographical zone. On account of its special 
circumstances, the figures for Argentina are 
not included in the financial statements 
presented here but in the Corporate Activities 
business area. 

As of December 3 1, 2003, the customer 
funds managed by this business area exceeded 
€94,000 million and its total assets 
represented more than 25% of total Group 
assets; €7 15 million of net attributable profit 
were obtained by BBVA America in 2003, 
32% of the total for the Group. There is a 
network of 3,353 branches in the region and 
53,100 employees; of these figures 403 
branches and 5.223 employees are in 
Argentina. 

countries where it is  present, both in terms of 
BBVA is the largest financial group in the 

S PRESENCE 
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Ecuador 
El Salvador 
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MARKET SHARE IN LOANS AND DEPOSITS 
(PERCENTAN) 

Mexico 

Argentina 

Chile 

Colombia 

Panama 
Paraguay 
Peru 

Puerto Rico 
Uruguay 
Venezuela 

Dec. 2003 111 
31 .l 
6.1 
1.2 
7.0 
6.3 
16.8 
17.6 
6.9 
6.6 
13.6 

" TOTAC ) '  " 13.4 
TOTAL without Argentina 13.0- 

(1) Latest avalble dam. 
(2) M Mexico's six major banks. 

banking activities and in pensions and 
insurance. Its market share in managed funds 
(the sum of deposits, mutual and pension 
funds) was 20.2% at year-end (19.0% at 2002 
year-end) . 

business in Latin America since it contributes 
Mexico is at  the core of the Group's 

MARKET SHARES IN PENSIONS 
(PERCENTAGE) 

Dec. 200301 Dec. 2002 

Mexico 21.1 21.7 
Argentina 20.5 20.4 
Bolivia 

Chile 

51.2 51.4 
31.7 31.5 

Ranking 
Dec. 2003 

20 
20 
1" 
1" 

Colombia 18.9 18.6 3" 
Ecuador 78.0 71.4 1" 
El Salvador 47.5 48.2 2" 
Panama 53.4 50.1 1" 
Peru 25.4 25.5 30 

TOTAL 28$< *^ 26.9 lo 
I m T ~ ~ ~ ~ ~ ~ ~ g e ~ n a  29.F. ' ^  27.9 1" 

161 (1) Latest avalble data. 

Loans" Deposits 
Ranking Ranking 

Dec. 2002 DE. 2003 Dec. 2003'11 Dec. 2002 Dec. 2003 

32.2 1" 32.7 31.8 10 

6.3 2" 9.7 9.4 2 0  

6.6 4' 1.1 6.9 40 
6.6 3" 7.7 7.2 3' 
6.6 5" 4.9 4.7 5 O  

10.7 1" 12.6 9.8 5" 

15.8 20 23.8 23.2 2" 
1.8 5O 6.4 7.7 5" 
5.7 6O 5.6 4.5 6" 
16.4 3" 15.4 14.2 2" 

i3.2 r e  16.9 16.3 1 0  

13.7 1" 17.6 16.9 10 

approximately two thirds of total assets, of 
operating profit and of pre-tax profit. At the 
same time it is worth noting that the three 
investment-grade countries (Mexico, Chile and 
Puerto Rico) represent 80% of assets and 
nearly 70% of the net attributable profit 
contributed by America to the Group. 

over the year and can be described as quite 
positive and, indeed, clearly better than in the 
previous year. Weighted average growth in 
GDP, excluding Argentina, was 1 .O% in 
comparison with 0.2% in 2002 and inflation 
was 6.3% in comparison with 8.0% in the 
previous year. Nevertheless, the business and 
banking results were affected by the sharp 
widespread fall in interest rates, particularly in 
Mexico. Against this backdrop, the basic 
objectives of the BBVA Group's management 
were to adapt to the new interest rate levels, to 
use models to attract customers by segment 
and contribution of value, to improve 
efficiency, to improve technology and to make 
progress in risk management. 

The economic scenario in 2003 improved 

. . . . - . . .. 
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In commercial matters, action plans were 
implemented to improve management tools: 
projects to manage VIP Banking customers 
were designed and used for the first time, 
residual customers were eliminated, synergies 
were sought between the banks, the pension 
fund managers and the private banking 
business, and shock treatment was applied to 
certain products andor  countries, particularly 
as regards credit cards, quality and network 
restructuring. 

BBVA America continued to implement 
specific fee and costs plans, focusing on some 
countries in particular and, in the case of costs, 
with particular emphasis on the staff of 
Central Services. The objective is to provide 
greater stability to results by acting on 
variables that bear little relation to interest 
rate fluctuations, As a result the recurrency 
ratio (fee income as a percentage of expenses) 
was already 80.1 % in 2003, 6.3 points higher 
in the year. 

processing in Monterrey has enabled each 
bank to be on the cutting-edge of technology, 
reducing future costs. This process already 
includes Mexico, Puerto Rico, Chile and Peru 
and will be completed in 2004 with the other 
banks. The unified technological platform of 
the pension fund managers is also being 
implemented, which covers the operating 
needs of all the pensions companies and will 
be extended to the Insurance business. 

Finally, progress has been made in risk 
management towards a selective policy in 
granting credit with flexible criteria tailored to 
socio-economic scenarios and socio-political 
situations. BBVA America has continued to 
develop and implement the corporate 
management model which is adapted to the 
regulations of each country as well as the 
specific characteristics of each entity and its size. 

Bringing the pension and insurance 
businesses together under one division 

As for technology, the centralization of data 

represented a major step forward in the 
integrated management of these businesses in 
Latin America which has enabled the BBVA 
Group to consolidate its position as market 
leader in this field. 

BBVA is continuing to focus on the 
administration of pension schemes within the 
pensions business of the Group’s insurance 
companies except in those countries where it 
does not have its own insurance companies. 
Also, it took advantage of its regional 
franchise and the possibility of experience 
sharing between the various countries, which 
was reflected in the efficient management of 
reinsurance, the positive performance of 
claims and sound technical management 
capacity in determining prices and risk 
selection policies in the area both of pensions 
and of insurance. 

International Private Banking management 
model in order to increase the security and 
quality of service offered to customers by 
maintaining a high level of internal control 
and the highest international standards of 
compliance with regulations. 

in the year was the sale of BBV Brasil. In this 
country the Group has a holding of 5.0% in 
Bradesco, Brazil’s largest private bank and a 
direct involvement in the wholesale banking 
business. The pension fund manager Crecer 
was set up in the Dominican Republic and the 
pension fund manager Porvenir was acquired, 
whereas the 20% stake in the pension fund 
manager Porvenir de Colombia was sold, 
where the Group manages another company. 

in Bancomer by 4.7% to 59.4%. In February 
2004, the BBVA Group decided to make a 
tender offer for the 40.6% of the stock of 
BBVA Bancomer which it does not yet control. 

In order to analyze the region’s results in 
2003, the impact of the depreciation of Latin 

Improvements were made to the 

A noteworthy one-off transaction completed 

During the year BBVA increased its holding 
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INCOME STATEMENT 
(MILLIONS OF EUROS1 

Net trading income 196 (29.2) (4.1) 277 285 
O R D I M  REVENUES 4,616 (16.9) 9.8 5,557 6,145 
Personnel costs (1.128) (21.8) 3.6 (1,444) (1,637) 
General expenses (906) (18.8) 7.9 (1,115) (1,370) 
GENERAL ADMINISTWJIg @PENSES (2,034) m-3 5.5 (2,559) (3,007) 
Depreciation and amortization (213) (24.7) (1 .O) (282) (339) 
Other operating income and expenses (1 39) (22.5) 4.0 (1 79) (198) 
OPEWING PROFIT 2,230 (12.1) 15.8 2,537 2,601 
Net income from companies accounted for by the equrty method 72 n.m. n.m. 20 8 
Amortization of goodwill 
Net income (loss) from Grwp transactions 
Net loan loss provisions 
Net extraordinary income (loss) and other 

Corporate income tax 
PRE-TAX PROFIT 

NET ATIRIWTABLE PROFIT 

BALANCE SHEETS 
(MILClONS OF EUROS) 

Total net lending 
Securities portfolio 
Liquid assets 
Inter-area positions 
Property and equipment and intangible assets 
Other assets 
TOTAL A S S W  I LIABILITIES AND EQUtTY 
Deposits 
Debt securities 
Net profit for the year 
Equity 

Shareholders' funds 
*Other eligible funds 

Liquid liabilities 
Inter-area positions 
Other liabilities 
OTHER CUSTOMER FUNDS MANAGED 

Mutual funds 
Pension funds 
Customer portfolios"' 

SfGNIFI 
(PERCENVA 

ROE 
Efhiency ratio 
Nonperforming loan ratio 
Coverage ratio 

14 n.m. n.m. 
(495) (28.4) (4.0) 
(292) 50.8 117.0 

1,529 18.7 
369) (10.0) 18.7 
160 0.9) 18.7 
445) (15.1) 
715 4.8) 

31-12-03 
23,199 
25,313 
17,100 

433 
1,965 
5,768 

73,378 
45,373 

1,253 
1,160 
4,323 
2,828 
1,495 

13,056 
727 

7,886 

. %  

(14.2) 
(10.5) 

~" 

(4.3) 
(33.4) 
(19.6) 
(19.2) 
(1 1.6) 
(16.3) 
(14.4) 
(7.9) 
(5.3) 
(6.4) 
(3.1) 
4.9 
7.4 

(10.5) 

7,932 (16.6) 
25,041 8.4 
16,140 6.8 

31-12-03 
24.0 
44.1 
4.01 

169.4 

27,049 
28,283 
17,870 

651 
2,443 
7,141 

54,220 
1,465 
1,260 
4,565 
3,022 
1,543 

12,444 
676 

In 03,437 

9,508 
23,097 
15,112 

A "  

31-12-01 
35,175 
31,972 
22,958 

119 
3,542 
9,018 

102,784 
71,350 

1,971 
1,395 
6,457 
3,906 
2,551 

14,375 
527 

6,709 

10,800 
25,688 
22,039 

31-12-02 31-12-01 
22.7 17.5 
46.0 48.9 
3.82 3.51 

241.6 242.6 
(1) In me second quaner 01 2003, €2.6 billion were transferred fmm the R m i l  Bankin Spain and Portugal area (Asset Management and Private Banking). 
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American currencies against the euro must be 
taken into account. Consequently, the financial 
statements above include the year-on-year 
variation rates at both current and constant 
exchange rates. The comments below, unless 
indicated otherwise, refer to constant exchange 
rates which are the most relevant for analyzing 
management. 

Net attributable profit obtained by the 
America area in 2003 amounted to €7 15 
million, a 24.0% rise at  constant exchange 
rates (-2.8% at current exchange rates), 
whereas operating profit was €2,230 million, 
growth of 15.8% at constant exchange rates. 

As for business growth, the Group 
continued to apply policies tailored to the 
various markets. Thus, while lending grew at 
4.4% at constant exchange rates (8.3% 
excluding Mexico's old mortgage portfolio), 
deposits collected through the branch network 
and the mutual funds of all the Group's banks 
in this region grew by 12.5% (-10.3% at 
current exchange rates). These increases in 
business volume and the proper pricing 
policies offset the negative effect of lower 
interest rates on income and led to an increase 
in net interest income for this area of 10.3% at 
constant exchange rates. 

Fee income grew 10.9%. whereas the 4.1% 
drop in trading income was mainly due to 
Uruguay and Venezuela, on account of the 

lower appreciation of the dollar against their 
currencies. Therefore, ordinary revenues 
advanced 9.8%. Operating expenses increased 
only by 5.5%, in comparison with average 
inflation in the region of 6.3%. influenced by 
the decrease of 1,097 individuals in headcount 
and the 1.7% decline in the number of 
branches. The efficiency ratio improved again 
by nearly 2 points to 44.1% as a result of the 
progress made in revenues and expenses. 

Noteworthy at  the lower end of the income 
statement was the decrease in net loan loss 
provisions (4.0%) as a result of the across-the- 
board improvement in the region's credit 
quality and the high coverage levels, which 
involve lower provisioning requirements. In 
the first half of 2003, the NPL ratio climbed 
to 4.40% due to the use of corporate 
consolidation classification methods in certain 
countries and subsequently fell to 4.01% as of 
December 3 1, 2003, when the coverage ratio 
was 169.4%. 

For all these reasons, pre-tax profit rose to 
€ 1,529 million, net profit increased to € 1,160 
million (up 18.7% in both cases) and net 
attributable profit advanced to the above- 
mentioned €7 I5 million. Of this figure €406 
million related to Mexico, € 18 1 million to 
Banking in America, €58 million to Pensions 
and Insurance in America and €70 million to 
International Private Banking. 
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INCOME STATEMENT 
(MILLIONS OF EUROS) 

2003 
M f l  INTEREST INCOME 1,806 
Net fee income 1,097 
CORE REVENUES 2,9(13 
Net trading income 109 
ORDINAW REVENUES 3.012 
Personnel costs (710) 
General expenses (563) 

? ~ ~ ~ ~ ~ ~ I N ~ T ~ ~ V E  EXPENSES (1,273) 
Depreciation and amortization (1 32) 
Other operating income and expenses (120) 
OPERAllNG PROFIT 1,487 
Net income from companies accounted for by the equity method 58 
Amortization of goodwill 
Net income from Group transactions 
Net loan loss provisions 
Net extraordinary income (loss) and other 

Corporate income tax 
NET PROFIT 
Minority interests 
NET AllRIBUTABLE PROFIT 

BALANCE 

PRE-TAX PROF~T 

(MILLIONS OF E 

-" - """ "~ " " 

Total net lending 
Securities portfolio 
Liquid assets 
Inter-area positions 
Property and equipment and intangible assets 
Other assets 
TOTAL ASSETS/ LMBlLlTlES AND EQUITY 
Deposits 
Oebt securities 
Net profit for the year 
Equity 

Shareholders' funds 
Other eligible funds 

Liquid liabilities 
Inter-area positions 
Other liabilities 
OTHER CUSTOMER FUNDS MANAGED 

Mutual funds 
Pension funds - Customer portfolios 

SIGNIFICAN~~ATI~S" 
(PERCENTAGE) 

ROE 
Efficiency ratio 
Nonperforming loan ratio 
Coverage ratio 

1 
(402) 
(173) 
971 

(289) 
682 

(276) 
406 

31-12-03 
12,512 
20,288 
10,702 

112 
1,244 
4,695 

49,553 
28,945 

711 
682 

2,260 
1,375 

885 
10,288 

144 
6,463 

4,849 
6,007 
5,832 

- A  " I  

31-12-03 
27.7 
42.2 
3.95 

221.8 
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Memorandum Item: 
Mexico Banking in America 

. X at constant . X at wnstant 
, % exchange rates 2003 . X exchange rates 

(16.4) 0 (19.8) 11.2 
(12.2) 7 (16.3) 12.7 
(149) 7 (19.1) 11.5 

(7.7) 23.0 52 (60.8) (43.2) 
(14.6) 9,209 (22.6) 7.1 
(21.9) 4.1 
(21.1) 5.1 
(21.6) 4.5 
(24.4) 0.8 
(20.5) 6.0 

n.m. n.m. 

n.m. n.m. 
(5.1) 26.5 
n.m. nm.  

(14.9) 13.4 
(17.6) 9.8 
(13.7) 15.0 

. x  
(18.9) 
(12.8) 

(2.9) 
n.m. 

(26.7) 
(20.0) 
(1 3.5) 
(19.4) 
(18.6) 
(13.7) 

(1.4) 
3.0 

(7.6) 
3.4 

189.4 
(1 2.3) 

(19.6) 
(5.6) 

(22.0) 

31-12-03 
9,221 
4,374 
2,971 

602 
733 

17,901 
12,565 

482 
288 

1,229 
907 
322 

2,014 

1.323 

(24.9) 3.5 
(17.4) 13.8 
(21.6) 8.1 
(29.8) (6.7) 
(20.8) 12.0 
(22.9) 7.7 
(82.5) (75.8) 

(66.0) (54.0) 
(39.3) (9.9) 
29.3 79.6 
59.2 105.3 
24.9 75.5 
17.3 75.2 
29.9 75.7 

. X  

1.1 
6.7 

(8.4) 

(99.3) 
(3.9) 

(22.9) 
(4.6) 
(6.9) 
(6.9) 
24.9 

(13.3) 
(15.6) 

(5.9) 
23.6 

(99.2) 
(9.2) 

839 (3.3) 
19,026 13.7 

122 (28.2) 

31-12-03 
18.7 
48.7 
4.68 
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Bank 2003 

BBVA Chile 76 

BBVA Banco Ganadero (Colombia) 35 
BBVA Panamd 23 
BBVA Paraguay 10 
BBVA Banco Continental (Peru) 101 

BBVA Puerto Rico 12 
BBVA Uruguay 

BBVA Banco Provincial (Venezuela) 
4 

21 5 

PERFORMANCE BY COUNTRY 
The highlights of the performance of the 
Group’s banks, pension fund managers and 
insurance companies and their operating 
environments are discussed below. 

Mexico 

The slow recovery of the US economy had a 
negative impact on Mexico’s GDP which grew 
by only 1.1 % in 2003. Conversely, the year- 
on-year variation in inflation which stood at  a 
record low of 4.0% was the bright spot of the 
year. Interest rates were also very low. on 
average 134 basis points lower than in 2002, 
which had a negative effect on the net interest 
income of banking institutions, although this 
gave a boost to credit growth which also 
benefited from the legal improvements in 
the year. 

The restructuring process of Bancomer 
continued within the framework of the 2003- 
05 strategic plan. Consequently, five business 
areas were established: Retail Network, Asset 
Management Banking, (the newly created) 
Mortgage Banking, Finanzia and Bancomer 

Operating profit 
. %at constant 
exchange rates 

16.0 
131.6 

(0.5) 
11.7 

13.8 

(1 .O) 
(89.0) 
12.5 

Net attributable profit 
, %at  constant 

2003 exchange rates 
23 74.7 
9 n.m. 

18 14.9 

8 41.9 
19 181.3 

35 (1 -3) 
(20) 40.4 

90 82.8 

7.7 181 75.7 

Transfer Services (included in the commercial 
network in 2003). There is also a Business 
Analysis division, and a Research and 
Development division was set up. Lastly, Casa 
de Bolsa was included in Asset Management 
Banking and the Private Banking unit was 
created for the segment of high-networth 
individuals. 

The banking bustness performed well in 
2003 with improvements In productivity and 
in the product range. Processes were 
decentralized at  the same time to permit 
greater flexibility in granting loans with 
efficient management in terms of quality. Total 
lending increased by 4.8% in 2003: however, 
excluding the old mortgage portfolio, the 
current loan portfolio grew by 14.6%. For 
these reasons, BBVA Bancomer held onto its 
position as market leader in Mexico with a 
global share of 31.7% ahead of the 6 major 
banking groups in Mexico and a 3 1.1 % share 
(3 1.2% as of December 3 1, 2002) excluding 
the mortgage loan portfolio. The most 
dynamic types of loans were those which 
contributed a greater spread: consumer loans 
and credit cards which increased by 24.9% in 
comparison with December 2002. 
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As for credit cards, noteworthy were the 
launch of the Mini Bancomer card, of a card 
with set fortnightly fixed payments through 
Finanzia, and of the Cash Back card. At the 
end of 2003, the inventory of credit cards 
exceeded 3.5 million accounts, attracting nearly 
900,000 new customers through various sales 
channels. “Crediton Ndmina” was a prominent 
feature of other consumer loans, the balance of 
which grew by more than 40% in the year, and 
automobile loans were up by more than 20%. 
The infrastructure for growth in the mortgage 
business was also rolled out during the year 
and for this purpose the specialized unit of 
Mortgage Banking was created. 

The Businesses Card was created in the 
corporate lending area, which is targeted at 
small companies and makes it possible to use a 
credit line through the Internet, cash 
dispensers, point of sale terminals in 
commercial establishments or at  the branches. 
The product range was extended in the SMEs 
segment to meet the sector’s needs in means of 
payment, the Internet, direct debits, payrolls 
and insurance. 

These lending growth strategies were 
supplemented by better risk management 
through advanced monitoring techniques such 
as credit scoring, behavior scoring and fraud 
control tools, which led to an improvement in 
loan quality. Consequently, the NPL ratio 
dropped from 4.22% in December 2002 to 
3.95% and the coverage ratio stood at 
22 1.8%. 

(deposits collected through the bank’s 
network) and mutual funds increased 13.7%. 
The Bank gave priority to lower-cost deposits 
(current accounts and savings accounts) which 
rose 19.5% despite the scant economic 
activity. Two “Saving Fortnights” were 
organized which boosted the balances of the 
“Libret6n” and enabled BBVA Bancomer to 
consolidate its position as the undisputed 

As for customer funds, total deposits 

leader in the savings market. As regards time 
deposits, in the first half of the year the 
commercial branch network took advantage of 
the boost in investments in bank promissory 
notes in view of lower yields on treasury 
securities. For this reason, prices were 
managed appropriately, making it possible to 
keep the financial margin stable in a scenario 
of lower interest rates. BBVA Bancomer 
continues to be the undisputed leader in 
Mexico both in terms of customer deposits, 
where it achieved a market share of 32.7% 
ahead of Mexico’s 6 major banking groups 
(31.8% as of December 31, 2002), and in 
mutual funds, with a 19.1 % share of the total 
for the system. 

BBVA Bancomer has nearly 900,000 on-line 
banking customers who perform an average of 
more than 22 million transactions per month, 
and more than 750,000 telephone banking 
customers who generate more than 3.5 million 
calls per month. Once again Bancomer Transfer 
Services (BTS) achieved high year-on-year 
growth: it performed just under 15 million 
money transfer transactions in 2003 (+18.8%), 
which amounted to approximately US$ 6 
billion (+16.8%) and performed the highest 
number of transfers from the USA to Mexico. 

The net attributable profit obtained by the 
Group in Mexico was €406 million, 24.0% up 
on 2002 at constant exchange rates, thanks to 
the positive performance of all types of 
revenues and to cost control, with the result 
that operating profit grew 25.4%, 
demonstrating for yet another year the bank’s 
soundness and high capacity to generate 
recurrent income. 

income increased 1 1.4%. as a result both of 
growth in the above-mentioned business 
variables and of appropriate management of 
prices, Fee income also performed very well 
and was 17.0% higher in year-on-year terms: 
the on-going cost control led to a mere 4.5% 

Despite lower interest rates, net interest 
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increase in expenses, triggering a 9.1-point 
recovery in the recurrency ratio to 86.2%. The 
efficiency ratio was 42.2%. down 3.8 points 
on the previous year, evidencing the success of 
the rationalization and structural adaptation 
measures taken in recent years. 

Net loan loss provisions grew 26.5% as a 
result of several regulatory changes, focusing 
in particular on the mortgage portfolio. Pre- 
tax profit rose 13.4% over the previous year 
which, due to the Group’s increased stake in 
BBVA Bancomer resulted in the above- 
mentioned 24.0% increase in net attributable 
profit. 

The Group is one of the leaders in pensions 
in Mexico through Afore BBVA Bancomer, in 
premiums through BBVA Pensiones Bancomer. 
in insurance as a whole through BBVA Seguros 
Bancomer, in health through Preventis together 
with Meximed, and finally in trusts through 
Fianzas Probursa. 

With 4.3 million participants, Afore 
Bancomer is the second-largest pension fund 
manager in Latin America. The volume of 
assets under management increased 22.1 % to 
66.007 million, which represents a market 
share of 21.1%. 2003 was not a good year in 
terms of job creation in Mexico, and this 
affected the revenues received by the Afores. 
Nevertheless, as a result of active fund 
management net attributable profit reached 
€50 million, which was 10.4% more than in 
the previous year. 

BBVA Seguros Bancomer manages the 
Bancomer Group’s insurance policies. The 
total volume of premiums issued through the 
bank network amounted to € 182 million in 
2003, representing year-on-year growth of 
10.9%. BBVA Seguros Bancomer remains 
market leader in bancassurance with a market 
share of 38.8% in terms of premiums accrued 
in September 2003. The net attributable profit 
of the insurance business in Mexico amounted 
to €51 million, 40.5% higher than in 2002. 

Chile 

2003, which was marked by the signing of free 
trade agreements with Europe, the USA and 
South Korea, was a good year for Chile’s 
economy. GDP growth of 3.2% was driven by 
a better international scenario which favored 
exports and by the high price of copper, Chile’s 
main export. Against this backdrop the 
Chilean peso appreciated against the dollar, 
dragging down inflation which led the Central 
Bank to reduce interest rates again by 50 basis 
points to 2.25%, following the substantial cuts 
made in 2002. 

For BBVA Chile, 2003 was the second year 
of development and implementation of the 
“New Stage” strategic plan which covers the 
2002-2005 period. The aim of this plan is to 
position BBVA Chile as an innovative bank 
capable of achieving strong growth rates in all 
market segments with a product range tailored 
to customers’ needs. In this same vein, 
innovative products were launched such as 
BBVA Plus, a new type of time deposit earning 
monthly interest, the “Hipotecdn” , the first 
peso-denominated mortgage loan not linked to 
inflation, and the “Hipotecon Cien”. the first 
mortgage loan to finance the full value of 
properties. BBVA Chile was the first bank in 
Chile to offer euro-denominated current 
accounts and time deposits for the corporate 
segment. 

corporate banking service and the 
consolidation of global wholesale banking, 
where Chile was acknowledged as the bank 
which overall performed most activity in the 
various wholesale businesses in 2003. It was 
also the successful bidder for the exclusive 
management of the financial services of the 
“Instituto Nacional de Prevision” (National 
Pension Institute), whereby BBVA will 
intermediate the payment of 80% of pensions 
in Chile. 

Other highlights were the launch of the new 
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As a result, in the year it was possible for 
BBVA Chile, despite lower inflation, to achieve 
growth of 15.3% in lending (a 57-basis-points 
gain in market share to 7.2%) and an 86- 
basis-points gain in deposits (from 3.9% to 
7.7%). 

This growth offset lower spreads, with the 
result that net interest income grew 10.1% at 
constant exchange rates which, together with 
the 35.3% increase in fee income and effective 
cost management, made it possible to bring 
the efficiency ratio down from 47.6% in the 
previous year to 45.8% and push operating 
profit 16.0% higher. Net loan loss provisions 
remained stable with the result that net 
attributable profit grew 74.7% to €23 
million. 

ahead of the field in private pension 
management through the pension fund 
manager Provida, the largest fund manager in 
Latin America on the basis of funds managed, 
which together with the bank is one of the 
major financial players in Chile in terms of 
number of customers, assets managed, 
branches, results and stock market 
capitalization. The Group also has a foothold 
in the insurance business through BBVA 
Seguros and the insurance broker CTS. 

manager Provida managed approximately 
€12,347 million of funds, 16.5% more than in 
2002, with a market share of 31.7% and 
nearly 3 million participants. 2003 was a 
difficult year for Provida due to the increase in 
the number of claims in the system as a whole, 
leading to a sizeable increase in the cost of 
insurance. Nevertheless, the positive 
performance of fees collected and higher float 
results (evidencing the positive progress in the 
fund’s yields) made it possible for Provida to 
partially offset the higher number of claims, 
closing the year with net attributable profit of 
€28 million, 3.3% up on the previous year. 

In addition to the bank, the Group is well 

At the close of 2003 the pension fund 

Colombia 

Colombia’s economy exceeded initial forecasts 
in 2003, with growth of around 3.2%. lower 
inflation and record low interest rates. After 
several years of crisis, in this improved 
economic scenario Colombia’s financial system 
made major progress both in income and in 
business activity and risk quality. 

The positive progress of the “Plan Lider” 
enabled BBVA Banco Ganadero to reposition 
itself in customer segments with higher 
economic capacity, improve the structure of 
loans and deposits, reduce marginal low-profit 
businesses. and increase the recovery of past- 
due loans. In 2003 deposits grew 2 I .6% which 
made It possible to increase market share by 
48 basis points to 7.7%. while lending 
increased 10.1%. with a 30-basis-point gain in 
market share to 7.0%. 

2003 saw the launch of products such as 
“CDT virtual”, fixed-rate peso-denominated 
mortgage loans tied to the Real Value Unit - 
UVR (“Hipoteca FAcil”), an interest-bearing 
current account (”Cuenta Corriente Rentable 
Plus”) and a fund specializing in large 
companies (“ Fondo Efectivo ”). Campaigns 
were also undertaken with “El Libret6n”. 
“CDT Regalo”, “Plan Ayuda 11”. “Regalo 
Seguro” and “Crediton” and new features 
were introduced via the Internet on G@na.net, 
Banco Ganadero’s web site for transactions. 

As a result, BBVA Banco Ganadero’s 
income statement improved substantially and 
e9 million of net attributable profit were 
reported in 2003 in comparison with losses of 
€8 million in 2002. This change of trend was 
determined by the progress made in BBVA 
Banco Ganadero’s main revenue lines in 
conjunction with lower expenses (the labor 
force fell by more than 200) resulting in an 8- 
point improvement in the efficiency ratio. 
Operating profit was €35 million, more than 
double the figure for the previous year, which 
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triggered the above-mentioned recovery in net 
attributable profit. 

The Group is also present in Colombia 
through the pension fund manager BBVA 
Horizonte Pensiones y Cesantias, which 
occupies third place In compulsory pensions in 
the ranking by assets managed with a share of 
18.9% and holds second place by number of 
participants. In January 2003 the Pension 
Reform came into force in Colombia which, 
among other many changes, entailed a drop 
from 1.5% to 1 % in the fees applied by pension 
fund managers for management of compulsory 
pensions, thus having a negative effect on the 
profit of BBVA Horizonte, which fell 25.9% 
with respect to 2002. 

Two companies operate in the area of 
insurance: BBVA Ganadero Vida (which was 
awarded the disability and survival policy of the 
pension fund manager BBVA Horizonte) and 
BBVA Ganadero Seguros Generales. Net 
attributable profit of 6 3  million was reported, 
40.4% more than in 2002. 

Panama 

The recovery of Panama’s economy became 
stronger in the second half of 2003 and its GDP 
will grow by approximately 2.7%. Banks 
remained cautious following the slight 
contraction in lending in the first half of the 
year; improved economic activity and low 
interest rates triggered modest growth in the 
second half of the year. 

2002 levels, but improved its positioning in the 
retail banking sector, where 42% growth was 
achieved. New consumer banking products 
were designed for this purpose and the team of 
promoters assigned to this segment was 
consolidated. Conversely, in customer funds 
priority was given to lower-cost types of 
deposits with the result that their average cost 
fell. This growth of activity in more profitable 

In this scenario, BBVA maintained lending at 

sectors and the smaller need for provisions 
following the extraordinary provisions recorded 
in 2002 enabled BBVA to achieve net 
attributable profit of € 18 million with a year- 
on-year increase of 14.9%. 

BBVA has a foothold in Panama’s pensions 
business through its 90% holding in BBVA 
Horizonte and its 25% stake in Progreso, the 
fund managers of the SIACAP funds 
(Government Employee Pension Capitalization 
and Saving System), with a 53.4% share. 

Paraguay 

The most noteworthy feature of Paraguay’s 
economy was the cut in base rates from 3 1 % to 
13%, which led BBVA Paraguay to introduce a 
stringent price policy for deposits, sacrificing 
volume in some cases in favor of suitable 
management of net interest revenue. Lending 
was focused on the agrifood sector, the driving 
force of Paraguay’s economy, by diversifying 
customers with a two-fold objective: spreading 
risk and optimizing the returns on the loan 
portfolio. 

2003 as a qualitative benchmark within 
Paraguay’s financial system with excellent 
solvency, liquidity, efficiency and profitability 
ratios. It received the top grading from the 
Central Bank for yet another year and ended the 
year as system leader in lending with a 16.8% 
market share and was fifth in deposits with a 
12.6% market share. The foregoing resulted in 
strong growth in business revenues with net 
attributable profit amounting to €8 million. 

BBVA Paraguay became firmly established in 

Peru 

In 2003 the economy continued to expand, as 
in recent years, albeit at  a slightly slower pace. 
Consequently, GDP growth stood at 4.0%, 
inflation was 2.5% and the exchange rate 
against the dollar remained stable. 
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In this scenario, 2003 was a year of business 
expansion for BBVA Banco Continental, which 
led the growth in Peru’s financial system in 
current accounts, savings accounts, time 
deposits and lending. Consequently, BBVA 
Banco Continental achieved a market share of 
23.8% as a result of a 3.4% increase in deposits 
and a 172-basis-points increase in market share 
to 17.6% as a result of 2.6% growth in the loan 
portfolio. For these reasons, it consolidated its 
position as the second-largest bank in Peru in 
terms of deposits and loans. 

Therefore, BBVA Banco Continental 
reported net attributable profit of 6 19 million 
in comparison with €7 million obtained in 
2002. This increase arose from effective 
management of net interest income. in a 
scenario of record low interest rates, growth in 
fee income and cost control as well as lower 
provisioning requirements for nonperforming 
loans. 

Bank in Peru” for the second year running by 
“The Banker” magazine and as “Bank of the 
year for 2003 in Peru” by the “Latin Finance” 
magazine and was ranked 16th among the best 
banks in Latin America by the “America 
Economia” magazine. 

The BBVA Group is present in the pensions 
business in Peru through the pension fund 
manager Horizonte. the country’s leading fund 
manager by number of participants, with assets 
under management of €1,267 million, which 
represent a 25.4% market share. Net 
attributable profit was € 12 million, 13.3% 
higher than in 2002, thanks to growth in fees 
and the positive financial results obtained by 
management of the fund’s float. 

Banco Continental was honored as the “Best 

In this scenario of scant activity and low 
interest rates, BBVA Puerto Rico, which has a 
commercial network of 47 branches and 1,062 
employees, was one of the most active market 
players, especially in the consumer financing, 
personal loan and mortgage segments. In 2003 
the volume of automobile financing, the most 
noteworthy segment of consumer financing, 
increased 7.1 % over the previous year, 
consolidating BBVA Puerto Rico’s position as 
the leading bank in this business. Driven by 
low interest rates, the mortgage business was 
the most dynamic throughout 2003. The BBVA 
Mortgage brand, which was created in 2002, 
achieved a 19.2% increase in the volume of 
mortgages. The inclusion of a new credit card, 
BBVA Punros. enabled the Bank to participate 
actively in this segment. Also, the programming 
of the network of cash dispensers improved 
and their services were increased. 

Rico considerably reduced the cost of its funds 
by boosting the growth of less onerous 
products, due to a large extent to the success of 
“El Libretazo”. which continued to be its star 
product. Thanks to the positive grading 
awarded by the rating agencies, in 2003 the 
Bank successfully implemented its program to 
issue US$ 1 billion of commercial paper, as 
scheduled. 

In 2003, BBVA Puerto Rico reported net 
attributable profit of €35 million, a similar 
figure to the previous year at constant exchange 
rates, due to lower revenues from trading 
income and a higher tax charge, since operating 
profit excluding net trading income amounted to 
€70 million and rose by nearly 10% over 2002. 

On the liability side, in 2003 BBVA Puerto 

Uruguay 
Puerto Rico 

The delay in the revival of the US economy had 
a negative effect on Puerto Rico’s economy 
which showed low growth (+1.6%). 

Following the crisis in 2002, the early part of 
the year was characterized by uncertainty 
surrounding the foreign debt renegotiation 
process. The Government’s success in this 
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process marked the beginning of a period of 
lower country-risk and interest rates as well as a 
recovery in international reserves and bank 
deposits following the surge in capital flight in 
2002. 

In this difficult scenario, BBVA Uruguay 
carried out a far-reaching change of strategy, 
focusing management on Wholesale and VIP 
Banking, exiting from low-profit sectors and 
promoting business growth. Consequently, the 
network was cut from 17 to 8 branches and the 
number of employees was reduced by a third to 
15 1; structures were downsized to match the 
requirements of the new scenario and emciency 
was improved. 

Also, following the crisis of 2002, liquidity 
became a priority. At any given time BBVA 
Uruguay had a comfortable liquidity position, 
underpinned by strong growth in deposits 
(+63.8%). which was compatible with a strict 
pricing policy to reduce the cost of new funds. 
As a result BBVA Uruguay had no difficulty in 
meeting the new ratios for deposits of 
nonresidents which were established by the 
Central Bank and in financing the slight upturn 
in lending recorded in the latter part of the year. 
Management was also focused on improving 
credit quality and enlarging the range of 
products and services to boost growth in fee 
revenues, which included most notably the VIP 
package, automobile leasing or the 
commencement of Internet banking. Therefore, 
BBVA Uruguay consolidated its position in 
2003: its market share in lending grew by 86 
basis points to 6.6% and in customer deposits 
by 114 basis points to 5.6%. 

However, BBVA Uruguay’s positive 
performance in terms of activity was not 
reflected in the income statement, due to a large 
extent to two factors: positively by the 
depreciation of the Uruguayan peso against the 
dollar, since all its liquid assets were invested in 
dollars, and negatively by wholesale inflation 
due to the effect of the monetary adjustment to 

peso-denominated net assets. In short, BBVA 
Uruguay had a loss of €20 million. 

Venezuela 

During 2003 Venezuela’s economy experienced a 
9.6% drop in GDP and the recession which 
began in 2002 continued. To a large extent, this 
was because production activities had been 
halted (for political reasons in December 2002 
and January 2003) and the control of foreign 
exchange had been decreed by the Government, 
which during the first quarter of the year meant 
the de facto closure of the currency market. The 
foreign exchange control also had an impact on 
the money market and monetary policy. 
Consequently, the restrictions on the acquisition 
of foreign currency by members of the public 
triggered a strong expansion of liquidity in the 
financial system throughout the year and a fall 
of nearly 13 points in interest rates. The increase 
in liquidity resulted in a sizeable increase in 
funds attracted by the banking system which, in 
view of the absence of demand for credit, were 
invested by the banks in public debt securities 
and Central Bank certificates of deposit. 

In this context, Banco Provincial focused its 
efforts on five main lines of action: the rigorous 
monitoring and control of risk; the maintenance 
of adequate liquidity levels, given the volatility of 
this variable due to the changes in the economic 
scenario; priority to investment in certificates of 
the Central Bank as opposed to public debt 
securities: reduction of overheads through Plan 
Transform@. which made possible an 18% cut 
in headcount in the year and the automation of 
processes; and customer segmentation, tailoring 
products and services to their needs. 

Also, in 2003 VIP Banking (as part of the 
corporate project for the Group’s banks) and 
the Platinum Visa Card were launched, the 
TECOM-CRM tool was used for the flrst time 
in the branch network, and the web site was 
improved. 
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In terms of activity, in 2003 Banco Provincial 
increased customer funds by 49.4% which 
pushed its market share up by 120 basis points 
to 15.4% and earned it second place in the 
banking system ranking. Lending dropped in 
the year evidencing the absence of demand for 
new credit and the maturity of outstanding 
loans, although it showed a slight recovery in 
the last quarter. As regards the quality of the 
loan portfolio, the risk control measures 
undertaken by Banco Provincial made it 
possible to reduce the NPL ratio to 5.02% 
(7.44% as of December 31, 2002) and to 
increase coverage to 19 1.7%. 

As a result, Banco Provincial managed to 
report net attributable profit of €90 million, 
82.8% up on the figure for 2002. on the basis 
of higher revenues (net interest income and fees) 
and the control of costs (which in local currency 
rose 12.8%, less than half the inflation rate) 
together with a significant decrease in provision 
charges following the sizeable provisions 
recorded in the highly uncertain scenario in 
2002. 

Othcr countries 

In El Salvador, the Group is present in the 
pensions market through two companies: the 
pension fund manager BBVA Crecer, which 
manages assets of €584 million (with a 47.5% 
market share) and the life insurance company 
BBVA Seguros de Personas, which administers 
the pensions policy of the aforementioned 
pension fund manager. 

manager BBVA Previsi6n de Bolivia 
administered assets of €1,227 million, which 
represents a market share of 5 1.2%. 

In 2003 the private pension system began to 
operate in the Dominican Republic and 
contributions were collected for the first time in 
June. The pension fund manager BBVA Crecer 
played an important role in this connection and 

As of December 3 1, 2003, the pension fund 

was ranked third in terms of the number of 
participants. In the last quarter BBVA Provida 
acquired the pension fund manager Porvenir, 
which strengthened BBVA's position in the 
market. 

INTERNATIONAL PRIVATE 
BANKING 
The International Private Banking Unit engages 
in providing investment advice and asset 
management of high-income international 
customers through several centers in Europe 
and America. 

The total funds managed by the unit, 
amounting to approximately € 13.5 billion, 
recorded an increase of 1.3% in the year, after 
adjustment for the market and exchange rate 
effects. This slight increase marked a change in 
trend for the unit, since the downward trend in 
deposits collected recorded in previous years 
was inverted. 

In 2003, the process to improve the 
business management model continued with 
the aim of increasing the security and quality 
of the service offered. On the one hand, 
customers were segmented in order to identify 
those customers who require more personal 
attention and, on the other hand, a web site 
was created to enable customers to ascertain 
their positions in real time, while maintaining 
a high level of internal control and the highest 
international standards of compliance with 
regulations. 

However, the sales and management drives 
did not make it possible to avoid the loss of 
customer funds in previous years, together with 
the depreciation of the dollar against the euro, 
having a negative Impact on the volume of 
average balances under management and, 
consequently, on the revenues figures in the 
income statement. Thus, the net attributable 
profit of International Private Banking was €70 
million in 2003. 
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Corporate 
Activities 
ALCO 

LARGE INDUSTRIAL 
CORPORATIONS 

FINANCIAL HOLDINGS 

ARG E Ni l  N A 

This area includes the Group's holdings in 
large industrial corporations, its strategic 
financial holdings, the activities and earnings 
of the support units, such as the Assets and 
Liabilities Committee (ALCO), and any 
other items that cannot be assigned to any of 
the Group's business areas on account of 
their nature, such as country risk provisions 
and goodwill amortization (except for those 
relating to Business and Real Estate Projects 
included in Wholesale Banking). This area 
also includes the earnings of Group 
companies based in Argentina and Brazil 
which are accounted for by the equity 
method. 

losses of €466 million, which was similar to 
the previous year. It should be noted, 
however, that in 2003 this figure reflected an 
increase in net interest income and a decrease 
in net trading income when compared to 
2002. This indicates the generation of more 
recurrent earnings, associated with the 
activities of ALCO and the management of 
the industrial portfolio. 

Revenues included the dividends received 
on holdings in large industrial and financial 
companies and the results of ALCO. The 
latter are generated by the Group's financial 
management and specifically by asset and 
liability management and hedging. 

operating expenses, distributed among 
different income statement items, which were 
generated by central corporate areas and 
other expenses that were not assigned to the 
various units or business areas due to their 
institutional nature. 

The earnings of holdings in large 
industrial corporations and financial 
institutions not included as dividends and 
those of Group companies in Argentina and 
Brazil are recorded as net income from 
companies accounted for by the equity 

In 2003 this area recorded operating 

This area also included €572 million of 
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INCOME STATE 
(MILLIONS OF EUROS) 

2003 . K  2002 2001 

NET INTEREST INCOME 
Net fee income 

Net trading income 

ORDINARY REVENUE 
Personnel costs 
General expenses 
GENERAL ADMINISTRATIVE EXPENSES 
Depreciation and amortization 

rim. 

11.9 
(49.8) 
(27.5) 

18.2' ~ 

1 .o 
(38.8) 

7.3 
(5.2) 
18.2 
0.8 

Net income (loss) from companies accounted for by the equity method 240 n.m. 101 

Of which: arising in Argentina and Brazil 

Amortization of goodwill 
Net income from Group transactions 
Net loan loss provisions 
Net extraordinary income (loss) and other 

MET ATTRlBUiABLE PROFIT 

Total net lending 
Securities portfolio 
Liquid assets 
Inter-area positions 
Property and equipment and intangible assets 
Other assets 

S I  LLABILITIES AND EQUITY 
Deposits 
Debt securities 
Net profit for the year 
Equity 

Shareholders. funds 
Other eligible funds 

Liquid liabilities 
Inter-area positions 
Other liabilities 

44 n.m. (200) 

(637) (5.6) (675) 
508 18.3 430 

42 n.m. (1 79) 

(77) n.m. (6) 
(390) (1,087) 
297 

(93) (84.2) 

31-12-03 . %  31-12-02 31-12-01 

(2,398) 
29,367 
(1 6,021) 

8,205 
1,569 

6,945 
27,667 
(4,453) 
27,152 

(92) 
8,260 
2,452 
5,808 

(6.0) (2.552) (1.981) 
37.2 21,409 22,390 
4.1 (15,396) (6,939) 

(2.4) 8,402 3,949 

(7.8) 1,701 1,697 
27.7 5,443 7,239 
45.6 19,007 26,355 
85.4 (2,401) (2,353) 
44.8 18,757 25,314 

(74.8) (584) (1 8) 
7.6 7,673 7,712 

(14.8) 2,877 2,058 
21.1 4,796 5,654 

(31.3) (4,300) 
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method. The earnings of Group companies 
in Argentina and Brazil came to €44 million 
in 2003. €10 million of this amount related 
to Argentina and €34 million to Brazil: the 
latter was the pre-tax profit obtained by 
BBV Brasil until it was sold to Bradesco. In 
2002, Argentina and Brazil made negative 
contributions of €9 million and €191 
million, respectively. The figure for Brazil 
included €245 million of exchange losses in 
the sale of BBV Brasil which were recorded 
in the last quarter of that year. 

Capital gains obtained through the 
management of the industrial portfolio were 
recorded under market operations and 
income on Group transactions. The main 
item in 2003 was the capital gain of €343 
million on the sale of the Group's holding in 
Credit Lyonnais. 

with the industrial and financial holdings 
and the Group's investments in its Latin 
American subsidiaries amounted to €637 
million, 5.6% less than the previous year, 
basically due to an extraordinary writeoff of 
goodwill of € 129 million related to 
investments in countries below investment 
grade. In 2003 €49 million of the goodwill 
on the acquisition of the holding in 
Bradesco was written off and €70 million of 
the goodwill relating to the holding in Gas 
Natural was written off ahead of schedule. 
Also, compared with the improved 
performance of loan loss provisions in the 
year, loan loss provisions of € I03 million 
were recorded as a result of Argentina's 
reclassification from Group 4 to Group 5 
for country-risk purposes in 2002. 

€195 million in comparison with losses of 
€665 in 2002. 

As regards balance sheet amounts, it 
should be emphasized that the balances of 
the activity of each business (Retail 

The amortization of goodwill associated 

Consequently, the area reported losses of 

Banking, Wholesale Banking and America) do 
not include the elimination of intergroup 
transactions that affect more than one area 
because these are considered an integral part 
of each business unit's activities. When 
intercompany transactions are eliminated in 
consolidation they are posted to the 
Corporate Activities area and thus certain 
items on its balance sheet have a negative 
balance. 

ALCO 
The Assets and Liabilities Committee (ALCO) 
manages interest and exchange rate risks, 
wholesale financing and the Group's capital 
base. In 2003 this unit obtained €220 million 
of net attributable profit. 

ALCO managed the Group's exchange rate 
risk very actively in the year, mainly due to its 
franchise in Latin America, and the overall 
hedging of BBVA's assets in Latin America was 
60%, with perfect hedging of 68% in Mexico 
and 70% in Chile. These hedging levels do not 
take into account the long dollar positions 
held locally by some subsidiary banks. This 
hedging policy enabled the Group to decrease 
the negative effect of exchange rate 
depreciation on reserves by €243 million, at a 
limited financial cost (€2 1 million net of 
taxes, given the drop in the interest rate 
spread between Mexico and the euro zone). In 
addition to its positive effect on Group 
reserves, in 2003 the hedging policy 
contributed €42 million net of taxes to 
income from market operations in 2003. 

ALCO also actively manages interest rate 
risk. As of December 3 1, 2003, the portfolio 
of fixed-income assets, which is held to offset 
or reduce the negative effect on the Group's 
net interest income of a fall in interest rates, 
amounted to €25,116 million. This portfolio 
generated €327 million of net interest income 
and €37 million of net trading income. 
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LARGE INDUSTRIAL 
CORPORATIONS 
The Large Industrial Corporations Unit 
manages BBVKs principal industrial holdings 
in listed companies in the 
telecommunications and energy sectors. 

Its objective is to maximize portfolio 
value using very strict management criteria 
of profitability, liquidity, rotation and use of 
economic capital. The management of the 
industrial portfolio has been and is a 
supplement to the Group’s core banking 
business. From this standpoint, the industrial 
portfolio represents a capital reserve to meet 
new needs of the banking business. 

Following the above-mentioned 
principles, in 2003 €257 million of 
investments and 6 1,433 million of 
divestments were made, which generated 
capital gains of €221 million. The 
divestments in the year included the sale of 
the holding in Endesa and of the stake in 
Terra by acceptance of Telefhica’s tender 
offer in May. 

divestments in 2003 and of those amounting 
to €304 million in January 2004 was to 
finance the acquisition of Bancomer’s 
minority interests: at  the same time, they 
made It possible to release €615 million of 
regulatory capital. 

for by the equity method stood at  €73 
million, in comparison with the loss of €36 
million in the previous year, which shows 
how this item has returned to usual levels 
following the substantial writedowns in 
2002 by Telefdnica and other investees with 
interests in Argentina. 

Consequently, the unit obtained €265 
million of net attributable profit in 2003, in 
comparison with the loss of €93 million 
reported the previous year. 

However, the objective of most of the of 

Net income from companies accounted 

N LARGE INDUSTRI 
S’ 

Company 

Endesa 

31-12-03 31 -12-02 

- 2.36”’ 
Gas Natural 3.24 3.06 

lberdrola 5.31 6.39 
Repsol 5.61 8.08 
Sogecablew 
Telefdnica 

3.87 5.02 
5.17 5.28 

Terra - I .38 
r) Permanently-held Investments. 
(1) Dividend rights an an investment of 0.91%. 
(2) The reduaon In the investment is due to the merger wivl Via Olgltal. 
(3) Dividend rlghts on nn investment of 3.92% as of 31-12-02 and of 3 35% as af 

31-12-03. 

As of December 3 1, 2003, the market 
value of the large industrial corporations 
portfolio amounted to €4,146 million, with 
unrealized capital gains of €964 million. 

FINANCIAL HOLDINGS 

As for the Financial Holdings Unit, during the 
first half of 2003 a gain of €343 million was 
recorded arising from Credit Agricole’s tender 
offer for Credit Lyonnais. 

Bradesco was included within the framework 
of the agreement to sell BBV Brasil, which was 
subsequently increased to 5.0% and generated 
€ 19 million of income from companies 
accounted for by the equity method. In 
December 2003 the Group sold its 9.9% 
holding in the Moroccan bank Wafabank, 
which gave rise to a gain of €4 million. At the 
same time an agreement was reached to sell 
the Group’s 24.4% holding in Banco 
Atlantic0 to Banco Sabadell. This transaction 
will take place in 2004. 

In June 2003 the 4.44% holding in 
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ARGENTINA 

Following four years of recession Argentina's 
economy grew by approximately 8% in 2003, 
whereas inflation fell from 4 1 .O% in 2002 to 
3.7% because of the major underutilization of 
capacity in the economy. In the financial 
sector, banking liquidity improved 
significantly in 2003. which made it possible 
for interest rates to drop from 22% in April to 
less than 4% at year-end on 30-day deposits. 
Deposits grew 19.6%, whereas loans to the 
private sector fell 1 1.4% in view of the 
institutional and legal uncertainties which are 
still preventing the recovery of demand for 
loans. 

The BBVA Group is present in Argentina 
through Banco Frances, Argentina's leading 
private bank in terms of deposits, and Grupo 
Consolidar, the frontrunner in the pensions 
and insurance business. 

Following the profound crisis of the 
banking system in 2002 and the consequent 
significant loss of loan and deposit business, 
one of the management pillars of Banco 
Frances in 2003 was the transactional 
business: services, means of payment 
(particularly electronic means), insurance. new 
accounts, transactions with credit and debit 
cards, etc. As a result of the upturn in the 
macroeconomic scenario and greater stability 
in the financial system, In the second half of 
the year it was possible to timidly 
recommence lending activities, focusing on 
very short-term finance such as account 

advances, card financing, transfer of checks, 
foreign trade transactions, while rigorously 
selecting risk. 

Following the measures decreed by the 
Government in 2002, Banco Frances. like all 
the other banks, was exposed to a structural 
mismatch of terms and rates which greatly 
influenced its ability to generate earnings. Its 
long position in inflation-adjustable assets 
meant a substantial loss in net interest income 
in the first half of the year in a scenario of low 
inflation and still high-cost deposits, which 
was partially reversed in the third quarter 
following the fall in interest rates on deposits. 
Conversely, the structure of fees improved 
since in 2003 the fees related to the banking 
crisis of 2002 were replaced by fees related to 
transactional services (cards, account 
administration and insurance). 

In its quest for greater efficiency, Banco 
Frances continued its structural rationalization 
plan which began in 2002, through strict cost 
control and a nearly 10% reduction in the 
workforce by shedding more than 400 
employees in the year. Lastly, the conservative 
provisioning policy followed in 2002, together 
with an increase in the level of debt recovery, 
resulted in lower loan loss provisions. 

However, despite the effective action taken 
on manageable items (fees, expenses and 
revenues from loan recoveries), the fall in net 
interest income led to an operating loss in 
local books in 2003 which In consolidated 
terms was offset by using the provision 
recorded for this purpose in December 200 1. 
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In the pensions business, Consolidar. the 
Group’s fund manager, has more than one and 
a half million participants and manages 
€2,551 million of assets with a market share 
of 20.5%. 

2003 was a year of uncertainty due to the 
possible reform of the pension system. In this 
scenario, Grupo Consolidar, which covers all 
the branches of this business, both as a 
pension fund manager and an insurance 

company, applied an active policy to manage 
its portfolios so as to fully guarantee its 
commitments to the insured parties. In spite of 
the economic situation in Argentina with high 
unemployment levels, Grupo Consolidar’s 
sound business performance enabled it to 
close the year with net attributable profit of 
€13 million, €4 million of which related to 
the fund manager and 69 million to the 
insurance business. 
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HUMAN RESOURCES AND 
S E RVI C ES 
Human Resources 

In 2003 the activities of the Human Resources 
area were permeated with the challenges and 
objectives that “La Experiencia BBVA” (the 
BBVA Experience) presents in its vision 
“Trabajamos por un futuro mejor para las 
personas” (We are working to make a better 
future for people), which is manifested with 
special relevance among the Bank’s employees. 

of La Experiencia BBVA since it is the model’s 
driving force, strengthening among employees 
behaviors that are in line with the principles of 
BBVA’s corporate culture. It also works to 
ensure that the Group’s various activities and 
plans are consistent with the commitments to 
reference groups (shareholders, customers, 
employees and society in general). 

the BBVA Group’s culture project are: 

The Human Resources area is a key element 

The commitments to employees defined in 

To recognize merit, measured by the 
achievement of results, customer service 
and the overall vision of the Group. 
To strengthen professional and personal 
development, reconciling Group and 
individual interests. 
To encourage teamwork in a framework of 
personal responsibility promoting 
individual initiative and decision-making. 

the ability to implement them. 

advantage, ensuring equal opportunities 
and respect for all the Group’s people. 
To create a climate of trust based on an 
open relationship, support for the team 
and clear communication. 

These commitments have predominated the 
models, projects and initiatives promoted by 
Human Resources to tap, nurture and develop 

To stimulate the generation of ideas and 

To manage diversity as a competitive 

professionals’ talent. All of this, framed in a 
management style that favors empowerment as 
a reciprocal commitment between company 
and employee. 

Aware that its employees are the brand’s 
voice and the authentic creators of La 
Experiencia BBVA in their daily interaction 
with its customers, BBVA has given the highest 
priority to communication, motivation and 
training relating to La Experiencia BBVA, 
thereby making them participants in the 
project, with direct responsibility for its success. 

Dissemination of La Experiencia BBVA 
Since its presentation in March 2003, La 
Experiencia BBVA has been transmitted to all 
the Organization through over 2,500 training 
sessions in the 35 countries in which the Group 
has a presence. The dissemination process, 
which involved over 10,000 employees, 
culminated in October with a high degree of 
acceptance by all employees. 

reflected in actions such as the organization of 
meeting points for executives, where 
representatives from all areas reflect from their 
standpoint upon the behaviors included in the 
corporate culture and exchange best practices. 
The conclusions drawn from these sessions 
serve as a reference to orient the management 
style in keeping with La Experiencia BBVA. 

In 2004 these ongoing actions will be extended 
to training in and the dissemination of the BBVA 
Group Code of Conduct, which was approved 
at the end of 2003, and defines the Group’s 
ethical tenets and guidelines for its actions. 

The continuation of La Experiencia BBVA is 

New management team model 
The importance that BBVA attaches to 
management style, which is expressed in one of 
its cultural principles ( “ A  management style 
that generates enthusiasm“), has prompted 
reflection about the management function, 
giving rise to an innovative redesign thereof, 
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EXPERIE UNI ANNELS 

Detecting 

TmnsmiUing 

which is structured by recognition of merit and 
professional and personal development. 

Thus, some 1,700 functions were defined as 
management functions, on the basis of the role 
that each one plays in the Group's strategy, the 
resources that it manages and the autonomy 
and risk assumed in its activity. In this way, a 
team of 1,700 executives was formed, focusing 
on the business and the customer (two-thirds of 
the management functions relate to the 
business areas), in a model that has changed 
from one with an administrative structure of 
titles (ad personam) to an ad funtionem 
assessment. Thereby transparency has increased 
and proximity between management personnel 
and the other employees has been fostered. 

management structure is managed enables 
constant adaptation to the Group's strategy and 
needs, facilitating the professional development of 
its members, assessment of whom is based on the 
recognition of merit and the achievement of results. 

The flexible approach with which the new 
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NEW POLICY FOR MANAGEMENT 
OF EXECUTIVES 

Management by competencies 
Management by competencies is the axis that 
structures professional and personal 
development and around which the 
identification of potential and the training 
activities are articulated. The process that 
commenced in 2002 continued in 2003, and at 
the date of this report all employees in Spain and 
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all the BBVA Group’s executives have a tool that 
enables them to identify the gap between their 
abilities and those that they need for excellent 
performance of their function, by comparing 
their personal profile with the profile required 
for the function. In 2003 work commenced to 
extend the model to the other countries in which 
the Group has a presence, and 654 functional 
profiles have now been defined. 

Training 
The importance that the Group attaches to 
training is evident in the more than 3.7 million 
hours of training given in 2003. It is also worth 
noting the contrast between the year-on-year 
increase of 10.8% in training expenses in the 
Group as a whole and the 11.8% decrease in 
personnel expenses in the year. 

needs (technical knowledge and skills) 
identified in the competencies assessment 
process, and to the coverage of the business 
areas’ specific needs. By way of example, 
suffice it to indicate that in 2003 over half a 
million hours of training were assigned to the 
Personal Financial Services Project and the 
Customer Project in Spain, Mexico and Peru. 

Corporate training needs are catered for 
through the BBVA Business School, which 
comprises four centers: the School of 
Management, the Financial Studies School, the 
Technology School and the Languages School. A 
total of over 2,300 employees worldwide 
attended its courses in 2003. The Management 
School, which has been attended by over 800 
executives, is especially noteworthy because of its 
links with the leading business schools worldwide 
and the involvement of the Group’s Management 
Committee in the transmission of strategy and 
know how, which endows this center with a 
strategic value in management training. 

BBVA’s commitment to the customer is 
reflected in its growing emphasis on certified 
training. Increasingly employees have more 

Training activities respond to the individual 

opportunities, not only to receive training, but 
also to have their skills validated by recognized 
bodies. In 2003 over 1,300 people participated 
in the CFA (Chartered Financial Analyst), 
GARP (Global Association of Risk 
Professionals) and EFPA (European Financial 
Planning Association) certification processes. 

The speed of response to the demand for 
training in the Group is promoted through the 
possibility of using the most appropriate 
channel at all times. Distance training continues 
to have a considerable uptake, representing over 
31 % of overall training activity. 

Selection 
The Group’s policy on new hires is guided by 
one of BBVA’s commitments to its employees, 
“Management of diversity, ensuring equal 
opportunities and respect for all the Group’s 
people”. 

BBVA performs its external selection process 
in permanent contact with society. Consistent 
presence at the various employment conferences, 
the presentation of the Group in business 
schools and universities, and publication of 
vacancies in the leading employment portals 
ensure that the BBVA project reaches those who 
aspire to work for the Group. 

In the year, almost 2,500 people joined 
BBVA, 1,400 of these in Spain. To facilitate 
their integration, a welcoming plan is in place 
that includes induction material and a series of 
training activities that combine classroom 
training and training in the performance of the 
function. 

Participation and communication channels 
The commitments to “create a climate of trust 
based on an open relationship, support for the 
team and clear communication I’ and to 
“stimulate the generation of ideas and the 
ability to implement them“ were the references 
for the design of the different channels that the 
Group makes available to employees to 
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encourage communication, innovation and 
teamwork. 

Located on the corporate intranet cspacio, 
the Employee’s Portal enables professionals to 
access information on the various policies 
relating to both assessment and professional 
development and to matters relating to 
compensation or general information. All 
manner of consultations can be made through 
the Employee Care Service (SAE). 

The combination of the Employee’s Portal 
and the Employee Care Service has not only 
improved efficiency, but also the transparency 
of the Group’s communication, as 
demonstrated by the excellent appraisal it 
received from BBVA’s professionals. 

This range of internal channels is 
supplemented by a household portal, 
nuestrobbva.com, which received over 200,000 
visits in the year. In addition to its range of on 
line training it provides an opportunity to 
participate in forums on various subjects, a 
broad range of products at special prices and a 
selection of information of interest to all the 
family. 

Innovation is another of the pillars of La 
Experiencia BBVA. The INNOVA platform was 
designed to trigger and channel ideas. On this 
platform professionals propose, and work as a 
group on, ideas that become projects. 

This style, which encourages participation 
and innovation, is also expressed in the 
knowledge management initiatives promoted 
in the Group. The practice communities 
(“Comunidades BBVA”) continued their 
activity as a virtual teamwork channel for the 
fulfillment of areas’ specific objectives. In 
2003 six new communities were opened, so 
that there are now 16 teams that work by 
sharing the experience of different people, 
disciplines and countries. Also, almost 3,400 
professionals communicate through over 150 
forums created to work on the Customer 
Project. 

Also in connection with tapping the skills 
generated in the course of daily activity, an 
innovative project was launched for dissemination 
of best practices, through the narration thereof 
by the players themselves on CD. 

Quality 

One of the principles of BBVA’s corporate 
culture is “The customer as the core of our 
business”. 2003 was an intensive year in 
relation to the implementation of plans with 
special emphasis on this principle, including 
most notably the Customer Project, the scope 
of which was corporate. Implemented in 
Mexico, Spain and Peru, the project has 
entered the design phase in other countries, 
with the objective of aligning the whole 
Organization with the customer’s interests. 

With this perspective, the lines of action 
with regard to Corporate Quality were as 
follows: 

Overall measurement and validation of the 

Implementation of methodologies and 

External promotion of quality. 
With regard to the first of these, in 2003 

progress was made in the identification of the 
key indicators that sustain the integral 
management reporting structure. The internal 
customer and multibrand studies provide the 
relative position in which the customer places 
us and quantify the quality of the internal 
service at all points of the value chain. 

Also, every two years employee-satisfaction 
surveys are carried out. The success as regards 
participation of the survey carried out on line 
in 2003 indicates the growing interest of 
BBVA’s professionals in participating in the 
Group’s management structures. 

implemented in 2003 included most notably the 
GERE application for management of claims 

fundamental parameters. 

tools. 

The new methodologies and tools 
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Direct Disorientated 
Welcome 

through workflows. Speed and statistical features 
are combined in this tool to provide adaptations 
of the corrective and preventive actions. 

The Customer Care Model was designed 
within the framework of the Customer Project 
and aspires to create, through the personal 
relationship, a positive experience for our 
customers, as a differentiating feature of the 
BBVA brand. 

Purchases 

Improved efficiency and the creation of value 
for the shareholder guide the Purchase unit's 
initiatives, which comprise the standardization 
of processes and the establishment of an overall 
purchases and negotiation methodology to 
permit cost reductions and better service to the 
internal customer. The importance of these 
functions can be appreciated if it is taken into 
account that in 2003 BBVA managed a total 

volume of purchases (expenses and 
investments) of over €2,000 million. 

The implementation in Spain of the new 
Group electronic procurement systems enabled 
a significant reduction to be made in times and 
improved management information, increasing 
efficiency and the degree of transparency, both 
for suppliers and for internal customers. 
Thanks to these systems, 70% of the recurring 
requests for goods and services are made by the 
users themselves using electronic catalogs and 
are automatically converted into orders that are 
sent to suppliers electronically. 

Also, in order to speed up processes, BBVA's 
new systems were interconnected with the 
Adquira marketplace, through which 
procurements are made from the suppliers in 
this electronic market. 

In 2003, both in Mexico and in Spain the 
use of electronic tools to request offers, 
negotiations and bids on line was intensified. 
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Electronic routing 
of orders (e-Procurement) 

Electronic negotiation Creation and maintenance 
tools (e-Sourcing) ofelecwonlc catalogs 

Property and Services 

"The creation of value for our shareholders as 
a result of our activity" and "The customer as 
the core of our business" were the principles 
that governed the activity of this unit in 2003. 
Accordingly, the new expense and investment 
management tools relating to property for own 
use and the related general services led to the 
achievement of greater management efficiency, 
while the rationalization of networks and 
central areas, together with the separation of 
other premises, freed up almost 120,000 m2. 

In 2003, much investment focused on the 
branch network. Especially noteworthy in 
Spain was the implementation in 150 branches 
of the new image envisaged in the Personal 
Financial Services project (SFP). The external 
image, differentiation between areas depending 
on the levels of service required, and furniture 
design, constitute a new approach for the 

spaces worked in and shared with the 
customer, to whom they provide the Bank's 
range of services with the required privacy in 
an aesthetically pleasing ambiance. 

The Refurbishment of Singular Buildings 
Plan also accounted for a significant portion 
of the investments made in 2003. The work 
carried out on the various buildings in which 
our central offices are located led to the 
generation of operating synergies and 
optimization and reorganization of space 
thinking of people, making it brighter, more 
transparent and ergonomic. The work 
carried out included most notably the 
refurbishment of the building at Castellana 
81 in Madrid, of the headquarters of Banco 
Provincial in Venezuela and of BBVA Puerto 
Rico, and the integration of the central units 
of BBVA Chile and of AFP Provida and those 
of BBVA Banco Continental and of AFP 
Horizonte in Peru. 
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Intelectual capital 
In recent years the Group has presented a set of 
indicators which enable the market to evaluate 
intangible aspects that are not reflected in the 
purely financial report. 
These intangible aspects refer to the capital 
represented by the individuals who work in the 
Group (human capital), by the corporate culture 
and internal processes (structural capital) and 
by the ability to relate with other stakeholders: 
customers, shareholders and society in general 
(tela tional capital). 

The “BBVA Experience”, introduced in 2003, 
was the focal point for BBVA’s strategies and 
plans. The principles defined resulted in 
commitments to the four stakeholder groups 
(customers, shareholders, employees and 
society), which is why the Group reorganized its 
intellectual capital measurement model. The 
indexes selected make it possible to evaluate the 
extent to which the Group fulfilled its 
commitments to the three above-mentioned 
types of capital. 

S 
> 

H 

pportunities and respect 

Rest of the world 
Average age of staff 
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America 
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X of university graduates 
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224 
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PITAL INDIC 

EMPLOYEES 

To prom 
New recruits 

- Spain 
- America 

p's and individuals' inte 

Young graduates 

* Specialists 
- Spain 
- America 

Number of CV 
k of people for whose p s t  a functional profile has been defined 
K of managers who have undergone 180° assessment 
k of managers who have undergone assessment through the assessment center 
Number of employees who have carried out self-assessment of their knowledge 
Total investment in training (€ thousand) 
Hours of training given (thousand) 

in external selection processes 

" " " " " "  

Spain 
9 America 

Spain 
America 

Hours of training per employee 

Number of managers and specialists trained 8t the BBVA Business School 
Management Committee members committed to training of the Management School 
E-learning based training fi) - Spain 

America 
Employees who have participated in training (%) 
Evaluation of employee satisfaction with training (mark out of 5) 

To recognize merit measured Its, customer service and overall vision of the Group 

iduals promoted fi of total headcount) 
dividuals with variable remuneratron 
ble/total remuneration 

2M13 
? 2  
> >" 

>> 7- - 
2,447 
1,942 

1,241 
701 

505 
188 
31 7 

80,153 

90 
100 
44 

19.772 
33,390 

3.700 
1,710 
1,990 

43 
55 

37 
2,325 

100 

19 
30 
10 

70 
4.2 

26 
53 
11 
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OTHER AREAS AND ACTIVITIES 

I STRUCTURAL CAPIT& INDICATORS 

EMPLOYEES 2003 

To create a climate oftrust based on an open relationship, team support and transparent communications 
Number of guideline communications conveying the "BBVA Experience" 
Number of forums held on the "BBVA Experience' 

Number of action plans linked to the "BBVA Experience" 
Impacts of corporate information linked to the "BBVA Experience" 
Number of periodical corporate internal communication channels 

140 
25 

800 
238 
923 

6 

Number of participants in forums on the "BBVA Experience" 

To stimulate the generation of ideas and the ability to implement them 
Number of daily intranet users 
Number of lntranet pages viewed per day (thousand) 
Number of documents stored on the lntranet (thousand) 
Number of people contributing to development and maintenance of lntranet content 
Cumulative Number of of intramtized processes 
Number of lntranet projects 
Number of IS0 certificates in force 
Number of efficiency plans implemented 

13,000 
1.900 

333 
265 
131 

179 

76 
1,217 

To am work within a fra responsibility which favors 

Number of video conference rooms 
initiative and decision taking by ind 

236 
100 Banks and fund managers which implemented intemal customer survey (%) 

Number of virtual work forums in operation 
Number of professionals participating in forums 

169 
4,587 

R RS 

CUSTOMERS 

;To earn customer trust through fulfillment of our commitments and 
a,' wr ethical and transparent action 

Customers (millions) 
Commercial nehwrk customer satisfaction index, in Y 
Spontaneous awareness (1st mention, BBVA brand, in W )  

2003 

35 
14 

14.2 

(7 Source: FRS Iberica. referred to Spain. I90 
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IONAL CAPITAL INDICATORS 

Y ?  

CUSTOMERS 

To provide a proactive and personalized service ng how to attend to each customer 
basis of his needs and 

Rest of the world 
%of staff in management and front-oftice positions 

Number of cwntries where Group operates 
New channels 

Calls handled by telephone banking (millions) 
Customers using on-line services (thousands) - Year-on-year growth in on-line transactions 6) 
Number of ATMs and other self-service devices 

Number of publicly accessible web sites with Group content 
Number of banks in correspondent network abroad 

sponsorship of environmental programs (E thousand) 
Number of of BBVA Group foundations 
Amount earmarked for different types of community action (e thousand) 

participants in the Quetzal Route 

ng stable financial systems in all the in which 
the Group operates 

Number of countries with economic study departments of the Group 
Number of periodical publications issued by the economic study departments of the Group 
Expenditure on publications, sponsorship and collaborations of the Group’s economic study 

departments (€ thousand) 

SHAREHOLDERS 

Shareholders (thousands) 
mpriate, full and accurate information 
nnels available to shareholders 
odical annual communications issued to shareholders 

Financial press releases (thousands) 

2003 

6,924 
3,371 
3,353 

200 
67 

35 

106 
2,635 

63 
10,797 

19 
4,000 

3,060 
5 

31,406 

8.000 

9 

45 

1,289 

1,159 

10 

7 

106 
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OTHER AREAS AND ACTIVITIES 

SYSTEMS AND OPERATIONS 

New structure of the area 

Systems and Operations is responsible for the 
Group's technological and operating areas, 
grouping together in one department the 
former Systems, Organization, Operations and 
Transform@ structures. The current structure 
of this area strengthens the business focus, 
through units that cater for the requirements of 
the business areas and integrate demand 
management, support service and quality, and 
technological and operating responsibilities in 
Europe and the Americas. 

The Systems and Operations Europe unit 
performs network organization and support 
functions, ensuring centralized back-office 
operations, and is responsible for the design, 
development and operation of the systems that 
serve the business units in Spain and Portugal. 

OPERATING PRINCIPLES 

RETAIL 
BANKING 

SPAIN AND 
PORTUGAL 

J< 

SERVICE 
< 

STRATEGIC 
EVOLUTION 

AMERCA 

Systems and Operations America performs 
similar duties in the Americas business area, 
while the Global Businesses unit engages in the 
design, development and operation of the 
systems that serve the Wholesale and 
Investment Banking area and the support areas. 
The Technology and Corporate Projects unit 
manages the projects with a global scope and 
establishes the Group's architecture, security 
and technological model, acting as a 
technology supplier for the other units in the 
area, whose structure is completed by the 
Global Economic Control and Project Planning 
and Control staff units. 

Business support lines 

The principal mission of Systems and 
Operations is to provide the business and 
support areas with the IT and operating 
support systems required to meet customer 

WHOLESALE AND 
INVESTMENT 
BANKING / 

SUPPORT AREAS 
q ' ,  >* 

TECHNOLOGY AND PROJECTS 

CORPORATE 
PROJECTS 
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expectations. The developments in 2003 
included most notably the following: 

Internet banking 
The BBVA Group has maintained its firm 
commitment to the use of new information 
technologies with the development of new 
solutions through the Internet and the Intranet, 
which bring it closer to both its external and 
internal customers. For the second consecutive 
year, BBVA was chosen by the Global Finance 
magazine as the best Internet banking service 
for residential customers in Spain and Europe. 
Also, its Internet banking system for private 
individuals, BBVA net, ended the year ranked 
first in the ranking by Aqmetrix (an 
independent company that analyzes quarterly 
Internet services in the Spanish financial services 
industry), and thereby obtained the quality seal 
number one awarded by this company. 

In 2003 BBVA net included in the options 
offered by it the possibiliry of arranging new 
products, such as Libreta Flexible (flexible 
passbook account), the Integral BBVA debit card, 
clic-e life insurance policies and securities accounts 
and new services, such as Colabor@, foreign 
exchange services and virtual correspondence. 
Through the latter the customer can consult, 
print, save in his PC or request duplicate copies 
of the information that he habitually receives 
on paper, as well as obtain information on 
personal income tax and wealth tax. 

for companies and institutions, also has new 
services, such as the municipal tax payment 
gateway (which offers municipal and provincial 
councils an on-line payment interface for 
collecting taxes through the Internet integrated 
in their own websites), the purchasehale of 
securities or direct debited payment 
remittances, and a service for making mass tax 
payments by tax agencies through the exchange 
of files; BBVA is the first bank to offer this 
service to its customers. 

BBVA net c@sh, the Internet banking service 

Emigra Plan 
As a result of this plan, which is aimed a t  
reducing the volume of transactions carried out 
at branches, in 2003 more than 20 million 
transactions that would otherwise have been 
carried out over the counter were switched to 
alternative channels: ATMs, Linea BBVA and 
BBVA net. Also, 2,000 barcode readers were 
installed a t  the cash points in order to expedite 
bill and tax payment transactions. These 
measures made it possible to reduce customer 
waiting times at branches. 

SINFO project 
This provides the management systems with a 
new infrastructure through the construction of 
a centralized database that permits the business 
areas to conduct market research and 
marketing campaigns using specialized tools. It 
is also used for the Personal Financial Services 
project. 

Prevention of money laundering 
In order to minimize the reputational risk to 
which the BBVA Group is exposed in its 
commercial relationships with individuals 
and/or legal entities, a global-level money 
laundering prevention project has been 
launched, encompassing both the 
implementation of risk prevention tools and the 
development of policies and procedures that 
enable the Group to continue to lead the way 
in this area. Although the legislation in the 
countries in which it operates differs, BBVA 
will be able to apply best practices in all these 
countries. 

European Union payments 
Only ten months after the related European 
Regulation was passed, BBVA, an active 
member of several European organizations, is 
applying the principle of equality of charges 
between cross-border transfers in euros and 
domestic transfers. 
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OTHER AREAS AND ACTIVITIES 

Technology infrastructure and process and 
efficiency improvements 

The Systems and Operations area manages the 
centers and back-up policies, the systems and 
communications architectures, the operating 
and informational structure and the operating 
capacity. The infrastructure, process and 
efficiency improvement projects carried out in 
2003 included most notably the following: 

Implementation of new multichannel 
architectures 
The new remote access channel architecture 
(NACAR) constitutes a major leap forward 
towards multichannel and multiplatform 
systems, since this architecture can be executed 
on different operating systems supporting all 
manner of applications (branches, Internet, 
etc.) and permitting co-existence with the 
current systems. This architecture has been 
implemented at more than 300 commercial 
network branches in Spain and will be 
extended to the Americas, where a new product 
developed at  BBVA Bancomer is being 
implemented. This new product will permit the 
migration of the current platform of all the 
Group's banks in the Americas to a single 
multichannel architecture that will facilitate the 
future deployment of NACAR. 

Project for the concentration of the equipment 
of the European network 
This project, which was initiated in the last 
quarter of 2002 with the installation in Madrid 
of equipment in which the treasury areas of 
Madrid, Portugal and Milan were integrated, 
was completed in 2003 with the concentration 
of the Paris, London, Brussels and Ireland 
areas. In addition to the cost saving achieved, 
this project has improved process management, 
reduced new application implementation times 
and facilitated information back-up 
management. 

Integration of Uno-e 
In June the systems of Uno-e were integrated in 
the corporate architecture and platform, with 
the concomitant adaptation of procedures and 
circuits. 

Integration of kivanza 
As a result of the integration of BBVA Privanza 
into BBVA, SA, web environments were created 
for different types of customer and the 
portfolio management system was adapted to 
support the new BBVA Asset Management and 
Personal Banking units. 

Central Treasury 
This new unit manages the treasury of the 
whole branch network, with evident benefits in 
terms of costs and the service provided to 
branches and customers. 

Concentration projects in the Americas (CCR 
and CDR) 
Progress was made towards the consolidation 
of the Regional Corporate Center (CCR) as a 
unit providing technology services and 
solutions for Latin America. In 2003 the BBVA 
Banco Continental Peru Data Processing 
Center was integrated into this Center, which 
is based in Monterrey (Mexico), joining those 
of Puerto Rico and Chile, which had already 
been integrated. This project brings together 
BBVA's best ideas, skills, resources and 
initiatives in order to concentrate the 
information technology platforms and 
simultaneously create a model for serving 
customers that is differentiated by 
banklcountry. 

Also, as part of the Systems and Operations 
strategic plan for the Americas, the Regional 
Development Center (CDR) was set up. This is 
a new unit that will develop regional 
applications that can be implemented with a 
minimum degree of adaptation at the various 
banks. 
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Expense and Investment Administration, 
Control and Management System (ACOGE) 
With this system, which makes it possible to 
computerize the full purchasing cycle, the 
management of the annual expense and 
investment budget was optimized and the day- 
to-day work systems and procedures of more 
than 16,000 branch network users and of most 
of the Group’s central services were 
modernized. 

BBVA Intranet 
A new clearer and simpler structure was 
adopted, which gave rise to better response 
times in browsing, with one division and two 
spaces of interest: a personal space, focused on 
each area or unit; and a corporate space, with 
content and applications of general interest that 
are most frequently used, and a standard 
design, making it possible to use it as a 
common home page for all countries. 

Quality 

In 2003 the quality management system 
certification under the I S 0  9001:2000 
Standard, and the certification of the 
Operating Center and of the Data Processing 
Center (CPD) of Systems and Operations 

Europe were renewed, and no problems 
involving the system in place were detected. 
The strengths identified were the change 
towards a customer-oriented process approach 
and the integration of the quality management 
system in the Organization’s day-to-day 
operations. 

the current validity of the commitment to the 
continuous improvement of the organization, 
the processes and the service offered, in order 
to respond to the needs and expectations of 
internal and end customers and to increase 
customer satisfaction. 

The renewal of these certifications confirms 

Business Continuity Plan 

The BBVA Business Continuity Plan is a 
corporate plan that introduces in the 
management area the idea of planning a rapid 
response in the event of interruptions in 
business activities caused by improbable high- 
impact events (catastrophes of all kinds). It 
continues to be implemented in Spain and its 
deployment in the Americas has commenced, 
with the setting up of national committees 
responsible for preparing the various business 
continuity plans and for managing the possible 
crises that might arise. 
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SYSTEM OF CORPORATE GOBERNANCE 

BANCO BILBAO VIZCAYA ARGENTARIA, S A .  
SYSTEM OF CORPORATE GOVERNANCE 
BBVA’s Board of Directors recognises the importance of a system of corporate governance for large 
institutions. This system should guide the structure and operation of its corporate bodies for the 
benefit of the Company and its shareholders. 

periodically analysed in the light of how the Company has evolved, the results obtained in developing 
the company’s own standards of corporate governance, and the recommendations made in Spain and 
worldwide regarding best practices in the market, whose benchmarks must be suitable to the 
corporate reality. 

Thus, to adapt its corporate governance to the new requirements passed recently in Spain, the 
BBVA Board of Directors has approved some regulations for the Board that reflect and develop the 
principles and elements that have shaped BBVA’s system of corporate governance. These comprise 
standards for the internal regime and operation of the Board and its Committees, and the Directors’ 
Charter, which establishes the rights and duties of Directors in carrying out their brief. Shareholders 
and investors may find these regulations on the company web site. 

on issues such as how the Board operates and what rights Shareholders enjoy regarding GSMs. 

find on the company web site. Shareholders and investors can also find it within the documents 
attached to this Annual Public Report. Following the guidelines established by recent regulations on 
transparency of public companies, it describes the BBVA system of corporate governance. Its most 
salient points are summarised below: 

The BBVA Board of Directors conceives corporate governance as a dynamic process that must be 

The Board of Directors has resolved to put a set of proposals to the General Shareholders Meeting 

The Board of Directors has approved a Report on Corporate Governance, the text of which can be 

Independent Directors 

One of the characteristic elements of the Bank’s Corporate Governance System is the significant 
majority of independent directors on its governing bodies, especially on the Board of Directors. The 
maximum number of seats on the Board will be sixteen, should this year’s GSM ratify the Board’s 
proposal. 

It establishes stringent requirements regarding the qualifications of Independent Directors, 
benchmarked against several reports and recommendations. This commitment is reflected in the 
Directors’ Charter and is now part of the new Regulations for the Board. Persons who may have a 
significant relationship with the group that could compromise their independence shall not be eligible. 

independent Directors. Independent Directors shall always be a majority on the Executive Committee, 
such that all resolutions by the Bank’s governing bodies shall have the support of a significant number 
of independent Directors. 

are composed exclusively of independent Directors, complying with the requirements of the Board 
Regulations. 

The Board of Directors shall be composed such that at least two thirds of its members are 

Both the Audit and Compliance Committee and the Appointments and Remuneration Committee 
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Audit and Compliance Committee 

Another essential element in the BBVA Corporate Governance System is the Board’s Audit and 
Compliance Committee. This has powers and means to pursue the tasks delegated to it by the Board 
regarding supervision of the financial statements and the function of oversight for the BBVA Group. 

The members of this Committee (independent Directors, as explained above) have the skills and 
experience required to carry out their job. Their Chairman shall also have qualifications in financial 
management and accounting procedures required by industry regulators. 

The Committee has other duties as well. It shall enforce legal compliance, especially with respect 
to Group ethics. It shall ensure that internal codes of ethics and general behaviour and conduct on the 
securities market comply with prevailing standards and are suitable to the Bank. It shall especially 
oversee the Directors’ compliance with the rules of corporate governance. 

Following general principles of corporate governance, the Committee shall select the external 
Auditor for the Bank and its consolidated Group, and be involved in the process of hiring the Auditor 
and determining its fees. It shall be involved in this process for its subsidiaries in Spain and in any 
other countries where they operate. It has the duty of ensuring the independence of the external audit. 

To ensure it carries out its functions in compliance of the Bylaws, the Committee has its own 
specific set of Regulations. These establish details of the powers conferred under the Board 
Regulations, specifying the rules for its constitution and operation. Shareholders and investors can 
find the text of these Regulations on the Bank’s web site. 
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SYSTEM OF CORPORATE GOBERNANCE 

The Executive Chairman 

The codes and recommendations on corporate governance posit different administrative models. 
BBVA follows the model of an Executive Chairmanship. The Chairman of the Board of Directors is 
thus the Bank’s Chief Executive Officer (CEO). There is also a President and Chief Operating Officer 
(COO). 

Accordingly, the Standards of Corporate Governance specify that the Chairman of the Board shall 
be the Chairman of the Company, with the attributes established in the Bylaws and the Board 
Regulations, plus such powers as the Board may authorise to himher in order to steer the Company 
as efficiently as possible. 

from the age limit for Directorships. 
The Directors’ Charter sets an age limit of 65 for executive Chairmanship. This limit is different 

Appointment of Directors 

The Board’s Appointments and Remuneration Committee, comprising only independent Directors, 
assesses the qualifications of persons who may be appointed to a Bank directorship. 

professional qualities of the candidate and the needs of the Company’s governing bodies at any time. 

that this year’s GSM approve amendments to the Bylaws to lift limitations that the Bylaws 
currently impose on the appointment of directors. These limitations are, for example, a minimum 
time period during which Directors must have held shares in the Bank, and requirements on 
seniority in order to occupy certain posts on the Board, such as Deputy Chairman or member of 
the Executive Committee. 

This Committee reports to the Board of Directors on its assessment, focussing on the personal and 

To conserve the power of the Committee, the Bank’s Board of Directors has resolved to propose 

Agc limit for Dircctors 

The BBVA‘s Corporate Governance System imposes an age limit of 70 years for persons acting as 
Bank Directors. 

of the Bank’s Board of Directors after the GSlM in which the current year’s Accounts are approved. 
It establishes that Directors must present their resignation on reaching this age, at the first meeting 

Duties of Directors 

Board members must be loyal and must comply with their duties as defined by legislation and by the 
Bylaws in a manner that is faithful to the interests of the Company. 

consideration, and dispose of sufficient information to be able to form criteria regarding the questions 
that the Bank’s governing bodies are empowered to deal with. They must receive this information 
with sufficient time in each case, and may request additional information or further clarification after 
the Board has sat, when they deem this advisable. Participation of Directors in the Board meetings 
and deliberations is encouraged. 

They shall participate in deliberations, discussions and debates on business put to their 
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Directors may suggest the Board bring in experts from outside the Bank regarding business 
submitted to their consideration, whose special complexity or importance they deem require 
outside help, They may also suggest any further training required to be able to properly pursue 
their duties. 

In particular, independent Directors shall meet without the executive Directors as often as they 
deem fit, usually before meetings of the Bank's governing bodies. 

Remuneration of Board members 

BBVA takes special care with this aspect, through its procedures to determine the remuneration of 
each Bank Director. The remuneration paid in any year to each individual member of the Board shall 
be published in an itemised list together with the annual information provided to the Company's 
shareholders. 

according to the Bylaws, its members must determine the scope and amount of the remuneration, 
rights and economic compensation for executive Directors in order to include these aspects in a 
written contract. The Committee proposes, within the framework established under the Bylaws, the 
system of remuneration for the Board of Directors as a whole, and its different items, focus and 
settlement. 

The remuneration of the executive Directors has been contractually established in this way, and 
the Committee has proposed the pay system for the other members of the Board of Directors. The 
Board has ratified its proposal, which is based on establishing the pay for non-executive members 
according to principles of responsibility, time availability and incompatibilities, as established under 
the Directors' Charter that forms part of the Board Regulations. 

The Board Appointments and Remuneration Committee also plays an essential role in this, since 

Conflict of Interest 

The rules comprising the BBVA Directors' Charter detail different situations in which conflicts of 
interest could arise between Directors, their family members and the organisations with which they 
are linked, and the BBVA Group. They establish procedures for such cases, in order to avoid conduct 
contrary to the Company's best interests. 

These rules are guidelines to ensure Directors' conduct reflect stringent ethical codes, in keeping 
with applicable standards and according to core values of the BBVA Group. 

Incompatibility 

Directors are also subject to a strict regime of incompatibilities in sitting on governing bodies of 
Group companies or associated undertakings. Thus, except for executive Directors, through 
express authorisation, Board members may not take up directorships in subsidiaries or associated 
undertakings, when the directorship arises from the Group's shareholding in such company. 

When someone has ceased to be director of the Bank, he/she may not provide services to another 
financial institution in competition with the Bank or its subsidiaries for two years, except with 
express authorisation from the Board, which it may refuse to give on the grounds of the company's 
best interests. 
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SYSTEM OF CORPORATE GQBERNANCE 

Directors‘ Resignation 

Under certain circumstances, Board members must place their directorship at the disposal of the 
Board of Directors and accept the Board’s decision on whether or not they are to continue in their 
post. Should the Board decide against their continuity, they are obliged to present their formal 
resignation. Such circumstances would arise in the following cases: 

the Bylaws or under the Directors’ Charter. 

appointment. 

directors. 

assets or when their commercial and professional reputation, as required for the office of director of 
the Bank, has been damaged. 

- When barred (on grounds of incompatibility or other) under prevailing legal regulations, under 

-When there is a significant change in their professional status or in the condition that led to their 

- In the event of a serious breach of their obligations related to the performance of their duties as 

- When, through action in their capacity as directors, serious harm has been caused to corporate 

Analysis, quantification and approval of risks 

The Board of Directors holds final responsibility for supervising risk management in the Group, 
periodically reviewing and ratifying the strategy behind the Bank’s risk policy. 

In order to do this, the Board has an Executive Committee, to which it delegates approval of the 
Group’s risk strategy and policies, and the Board’s Risks Committee, which periodically analyses and 
monitors risk management within the scope of the Bank’s governing bodies’ powers. 

Relations with shareholders and markets 

The Regulations establish suitable measures to ensure that the Company discloses all information that 
may be relevant for investors, according to the principle of transparency that is to govern the 
Company’s activities on financial markets. This information must be correct and true. 

the same and within the same amount of time. 
Directors shall try to ensure that all shareholders have access to information that is substantially 

Revising the BBVA Corporate Governance System 

Finally, the Bank’s Corporate Governance System is conceived as a dynamic process, which must be 
analysed in view of the Company’s development; the results achieved; any standards that may be 
established and recommendations benchmarked against best practices in markets that are applicable 
to the Bank’s circumstances at any time. This is entrusted to the Board’s Executive Committee, 
comprising a majority of independent Directors. 
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THE BOARD OF DIRECTORS 

The Board shall comprise the number of directors established in the Company's Bylaws and in any 
resolution adopted by the General Shareholders Meeting (GSIM). However, this number shall not be 
greater than 16, 

At present, the Bylaws establishes a maximum of 18 and a minimum of 9 Directors, but the Board 
of Directors has resolved to propose to the GSlM that the maximum be brought down to 16. 

Directors can be executive or non-executive Directors. Executive Directors have been delegated 
general powers to represent the Company in a permanent manner. All other Board members shall be 
considered external. 

external directors who are not any of the following: 
At any time at  least two-thirds of the Board shall consist of independent directors. These are 

*A shareholder of the Company or a director appointed by virtue of a special connection with a 
shareholder, when the holding in either case is greater than 3% of shares in capital stock with 
voting rights. 
Organisations that are directors of the Bank or individuals who such organisations have 
designated as their representatives. 
A person who has been an executive director, or member of the Group's senior management, or 
a member of the auditor firm that is or has been the Company's auditors, within the last three 
years. 

shareholder, manager or employee of a party that has such a relationship with the Group, where 
this could influence that person's independence. 

circumstance which, in the judgement of the Board of Directors might compromise that person's 
independence. 

Any party with a significant relationship to the Company, either directly or as a partner, 

When there is a family relationship with any of the individuals mentioned above or any other 

Independent directors must comprise a majority of the Bank's Executive Committee and are the 
only directors entitled to sit on the Audit and Compliance Committee and the Appointments and 
Remuneration Committee. 

a party with a significant holding in the Company. A party with a significant holding shall mean a 
party with direct or indirect control of a t  least 5% of the share capital or of the voting rights of the 
Bank or, even when less than S%, one whose shareholding can exert notable influence on the 
Company. To such effects, BBVA does not have institutional Directors. 

apply in the event of agreements or pacts between shareholders that oblige those concerned, by means 
of concerted action entailing voting rights, to adopt a common policy in regard to management of the 
Company or whose goal is to influence it in a relevant manner. 

An institutional director is an external director designated by virtue of her or his relationship with 

The above criteria - used to determine whether a person is a institutional director - shall also 

O n  31 December 2003, the BBVA Board of Directors comprised 15 Directors actively pursuing 
their duties, of whom 3 are executive Directors. The table below shows the identity of the members of 
the Board of Directors, the date on which they were appointed, and the type of directorship they 
hold, in accordance with the Regulations on the Board of Directors. 
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Gonrsler Rodrlguez, Francisco 
Goirigolzarri Tellaeche. Jose lgnacio 
Alvarez Mezquiriz, Juan Carlos 
Breeden, Richard C. 

Chairman and CEO 
President and COO 

Director 
Director 

Bustamante y de la Mora, Ram6n Director 
Ferrero Jordi, lgnacio 
Knbrr BorrBs. Roman 
Lacasa Sudrez, Ricardo 
Maldonado Ramos, Jose 
Maraadn y Bertrdn de Lis, Gregorio" 
Medina Ferndndez, Enrique 
Rodriguez Vidarte, Susana 
San Martln Espinbs, Jose Maria 
Tomas Sabate, Jaume 
Vila Boix, Angel (representative of 

Telef6nica de Espaha, S.A.) 

Director 
Director 
Director 

Director & Secretary 
Director 
Director 
Director 
Director 
Director 

Director 

Type of 
Illrectorship 

Executive 
Executive 

Independent 
Independent 
Independent 
Independent 
Independent 
Independent 

Executive 
Independent 
Independent 
Independent 
Independent 
Independent 

External 

" $e$ > 

app&tment I*. 

28.01.2000 
18.1 2.2001 
28.01.2000 
29.10.2002 
28.01.2000 
28.01.2000 
28.05.2002 
28.05.2002 
28.01.2000 
28.01.2000 
28.01.2000 
28.05.2002 
28.01.2000 
28.01.2000 

17.04.2000 
(1) In 2003 Mr. JesJs Marla Calnzos Femdndez presented his reslgnalion from me dlrectorshlp and deputy-chairmanship of the Board of Oirenors 
(2) Mr. Gregorlo MaranOn y Benrhn de Lis presented his resignation from the Board of Directors on 31Xh January 2004. 

Article 48 of the Bylaws establishes that the Board of Directors may set up the committees it 

The Board of Directors has constituted the committees listed below, appointing the following 
deems necessary to help it on questions appropriate to its scope of competence. 

members to each of them: 

EES 
Executive Audit and ADDOintmentS 

FULL NAME 

Gonzdlez Rodriguez, Francisco 
Goirigolzarri Tellaeche, Jose lgnacio 
Alvarez Mezqulriz, Juan Carlos 
Breeden, Richard C. 
Bustamante y de la Mora, Ram6n 
Ferrero Jordi, lgnacio 
Kntlrr Borrds, Roman 
Lacasa Suarez, Ricardo 
Maldonado Ramos, Jose 
Mararldn y Bertrdn de Lis, Gregorio"' 
Medina Ferndndez, Enrique 
Rodrlguez Vidarte, Susana 
San Martln Espinbs, Jose Maria 
Tomas Sabate, Jaume 
Vila Boix, Angel (representative of 

Telef6nica de Espaaa, S.A.) 

Committee Compliance and'demuneration Risks 

X 
X 

X 

X 
X 

X 
X 

X 
X 

X 
X 

X 

X 
X 

X 

X 
X 

(1) Mr. Greprio Maranon y Benran de LIS presented hls reslgnalon from the Board of 01 sand the Risks Committee and the Appointments and Remuneration Committee 
~1301h Janualy 2034. 9 8 4  
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EXECUTIVE COMMITTEE 

In accordance with the Company’s Bylaws, the Board of Directors, following a favourable vote of two- 
thirds of its members and the corresponding entry in the Mercantile Registry, can appoint an Executive 
Committee consisting of directors of the company of which half plus one must be independent directors. 

The Board of Directors has constituted an Executive Committee, to which it has delegated all its 
powers of administration, except those that the Law and/or the Bylaws state that the Board cannot 
delegate due to their essential nature. 

directors and four independent directors. Its composition is as follows: 
On 31 December 2003, this Committee was made up of six members, of whom two are executive 

CHAIRMAN: 
Mr. Francisco Gonz6lez Rodriguez 
PRESIDENT AND COO: 
Mr. Josi Ignacio Goirigolzarri Tellaeche 
DIRECTORS: 
Mr. Romin Knorr Borris 
Mr. Enrique Medina Ferniindez 
Mr. Josi Maria San Martin Espin6s 
Mr. Jaume Tomis Sabati 

The Executive Committee shall deal with those matters which the Board of Directors, in 
accordance with current legislation or with the Company’s Bylaws, has delegated. 

In accordance with the Company Bylaws, it is authorised to: formulate and propose policy guidelines, the 
criteria to be followed in the preparation of programmes and to fix goals, to examine the proposals put to it 
in this regard, comparing and evaluating the actions and results of any direct or indirect activity carried out by 
the entity; to determine the volume of investment in each individual activity; to approve or reject operations, 
determining methods and conditions; to arrange inspections and internal or external audits of all areas of 
operation of the entity; and in general to exercise the faculties delegated to it by the Board of Directors. 

Specifically, the Executive Committee is entrusted with evaluation of the Bank’s system of corporate 
governance. This shall be analysed in the context of the Company’s development and of the results 
obtained during such development and taking into account any rules that have been established or 
recommendations made regarding best market practice, adapted to its corporate circumstances. 

his absence, by the deputy chairman or deputy chairmen of the Board who form a part of this 
committee, in the order established by the committee or otherwise, by a member chosen by those 
participating in the meeting. 

for the Board of Directors shall apply. 

annual schedule of these meetings. 

exercises her or his functions, or at the request of a majority of its members. 

The Executive Committee shall be chaired by the Chairman of the Board of Directors, or in her or 

With regard to quorums, the system of adopting resolutions and other details, the provisions made 

The Executive Committee shall hold ordinary meetings twice a month and shall establish an 

However, it shall meet as often as considered necessary by its Chairman or by the person who 

During 2003, the Executive Committee has met 28 times. 
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AUDIT AND COMPLIANCE COMMITTEE 

The BBVA Audit and Compliance Committee shall be formed exclusively by independent Directors 
who are not members of the Bank’s executive Committee. Their task shall be assisting the Board of 
Directors in overseeing accounts and exercising control of the BBVA Group. 

It shall have a minimum of four Directors appointed by the Board, all of them independent 
Directors. One of these shall act as chairman, also appointed by the Board. 
On 3 1st December 2003, the BBVA Audit and Compliance Committee comprised the following 

members: 

CHAIRMAN: 
Mr. Ricardo Lacasa Suirez 
MEMBERS: 
Mr. Juan Carlos AIvarez Mezquiriz 
Mr. Ram6n Bustamante y de la Mora 
Mr. Ignacio Ferrero Jordi 
Ms. Susana Rodriguez Vidarte 

The scope of its functions is as follows: 
To supervise the extent, adequacy and effectiveness of the internal control systems and to ensure 
the accuracy, reliability, scope and clarity of the financial statements of the Company and its 
consolidated Group in the annual and quarterly reports. This also applies to the accounting and 
financial information required by the Bank of Spain or other regulatory bodies including those of 
countries where the group carries out its activities. 
To monitor compliance with applicable domestic or international standards regarding money 
laundering, conduct in the securities markets, data protection and the scope of the Group’s 
activities related to competition. It shall also ensure timely and suitable compliance with requests 
for information or action by official organisations with authority in these matters. 
To ensure that the internal codes of ethics and conduct and securities market operations, as they 
apply to Group personnel, comply with legislation and are adequate for the Bank’s purposes. 
To carefully monitor compliance with the provisions of the BBVA Directors’ Charter and ensure 
Directors comply with the applicable standards of conduct in the securities markets. 

To ensure the accuracy, reliability, scope and clarity of the financial statements, the Committee 
shall constantly monitor the process by which they are drawn up, holding frequent meetings with the 
Bank executive responsible for them and the external auditor. 

following two duties: 
The Committee shall also monitor the independence of external auditors. This entails the 

Avoiding any situation whereby the auditors’ recommendations, opinions or warnings could be 
compromised; 
Establishing the incompatibility between providing audit and consultancy services. The only 
exception would be if there were no other alternatives on the market of the same value in 
content, quality or efficiency other than those that the audit firm or its associated undertakings 
could offer. In such event, the Committee’s approval would be required. This can be delegated in 
advance to its Chairman. 
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The Committee shall also select the external Auditor for the Bank and its Group, and for all 
Group companies. With suitable periodicity, it shall verify that the audit schedule is being carried out 
in accordance with the service level agreement and satisfies the requirements of competent authorities 
and the Bank’s governing bodies. 

During 2003, the external auditor has appeared a t  Audit and Compliance Committee meeting 
on 8 occasions. It has also held habitual meetings with the Chairman of the Committee over the 
year. 

The Audit and Compliance Committee shall meet as often as necessary to comply with its 
functions although an annual meeting schedule shall be drawn up in accordance with its duties. 
During 2003 the Audit and Compliance Committee met thirteen times. 

The officers responsible for Comptrol, Internal Audit and Standards Compliance can be invited to 
attend Committee meetings, who may request other staff from their areas who have particular 
knowledge or responsibility in the matters contained in the agenda, be invited when their presence at 
the meeting is deemed advisable. However, only the Committee members and the Secretary shall be 
present when the results and conclusions of the meeting are evaluated. 

The Committee may hire external consultants for relevant matters when it considers that, for 
reasons of specialisation or independence, these services cannot be provided by Group experts or 
technical staff. 

team when these are deemed necessary to comply with its functions in relevant matters. 

are available on the Bank’s web site and, amongst other things, regulate its procedures and 
conduct. 

The Committee may also request personal help and reports from any member of the management 

The Committee has its own specific Regulations, approved by the Board of Directors. These 

APPOINTMENTS AND REMUNERATION COMMITTEE 

The Appointments and Remuneration Committee of the BBVA Board of Directors is entrusted with 
helping the Board on issues that the Board may put to it regarding the appointment of Bank directors 
under the terms of the BBVA Principles of Corporate Governance. It shall also deal with aspects of 
pay that these Principles may commend to it, in particular, that of the members of the Board of 
Directors. 

The Appointments and Remuneration Committee shall have a majority of independent directors, 
with a minimum of three members, appointed by the Board of Directors, which shall also appoint its 
chairman, 

as follows: 
On 31st December 2003, the composition of the Appointments and Remuneration Committee was 

CHAIRMAN: 
Mr. Ignacio Ferrero Jordi 
MEMBERS: 
Mr. Juan Carlos Alvarez Mezquiriz 
Mr. Gregorio Maraiibn y B e r t h  de Lis 
Mr. Josi Maria San Martin Espin6s 
Mr. Jaume Tomis Sabati. 
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The Chairman of the Appointments and Remuneration Committee shall convene it as often as 
necessary to comply with its functions although an annual meeting schedule shall be drawn up in 
accordance with its duties. During 2003 the Appointments and Remuneration Committee met 1 3  
times. 

In accordance with the BBVA Board of Directors Regulations, the Committee may ask people 
from within the Group organisation who have duties related to its functions to attend its meetings. It 
may also receive such advisory services as may be required to form criteria on issues falling within its 
scope. This shall be arranged through the Secretary of the Board. 

The system of convening meetings, quorums, the approval of resolutions and other derails of its 
system of operation shall be governed by the regulations for the Board of Directors insofar as they are 
applicable. 

RISKS COMMITTEE 

The Risks Committee has been set up to periodically analyse and monitor risk management within 
the scope of the Bank governing bodies. It comprises a majority of non-executive Directors, 
designated by the Board of Directors, which will also appoint its Chairman. 

On 31st December 2003, the composition of the Risks Committee was as follows: 

Acting CHAIRMAN: 
Mr. Ricardo Lacasa Suirez 
MEMBERS: 
Mr. Ram6n Bustamante y de la Mora 
Mr. Gregorio Maraii6n y Bertrin de Lis 
Mr. Enrique Medina Fernindez 

The Committee is governed by specific Regulations approved by the Board of Directors. These 
establish that the Risks Committee shall meet as often as necessary to comply with its mission. It shall 
be convened by its Chairman or substitute according to the Regulations. It shall establish a meeting 
schedule in accordance with its duties. During 2003, the Risks Committee has met 106 times. 

The system of convening meetings, quorums, the approval of resolutions and other details of its 
system of operation shall be governed by the Regulations for the Board of Directors insofar as they 
are applicable. 
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COMPLIANCE SYSTEM 

General aspects 

Together with the Corporate Governance System, the various components of the Group’s 
Compliance System form the basis on which BBVA guarantees its institutional commitment to 
engage in all of its activities and businesses according to strict standards of ethical conduct. A 
description of these components and the characteristics of the most relevant rules and procedures on 
which the Compliance System is based are set forth in detail in the Report on Corporate Social 
Responsibility, which is published with this Annual Report. 

Rules of conduct 

In December 2003, the Board of Directors of Banco Bilbao Vizcaya Argentaria, S.A. approved the 
BBVA Group’s Code of Conduct. The Code defines and develops the fundamental aspects of ethical 
conduct that are to apply to the Group’s businesses and activities, as well as the most relevant 
guidelines for conduct which, in practice, give substance to those fundamental aspects. 

Also, in February 2003, the BBVA Group’s Code of Conduct in the Securities Markets was 
adapted to the provisions of the Financial System Reform Law. 

Furthermore, consistent with the Group’s policy to adapt to international best practices, BBVA 
included several provisions from Regulation AC of the U.S. Securities and Exchange Commission 
(SEC) in its financial research on listed securities, in addition to the provisions already included in 
2002 with respect to Rule 2711 of the U S .  National Association of Securities Dealers. The aim of 
adopting these provisions, included in internal research-related procedures, is to ensure objectivity in 
the contents of the reports on the listed securities on which an opinion is expressed. 

Prevention of money laundering and of the financing of terrorist activities 

As a financial group serving millions of people and operating in numerous social settings, to whose 
social well-being it has a firm commitment, BBVA cooperates actively with governmental agencies, 
international organizations and other institutions in combating drug trafficking, terrorist activities 
and other forms of organized crime. 

In light of recent recommendations by the Financial Action Task Force on Money Laundering 
(FATF), BBVA has added to its rules and procedures aimed at preventing money laundering and the 
financing of terrorist activities a specific policy that regulates international correspondent services. 
The internal procedures and controls needed to ensure compliance in this area have been developed in 
conjunction with that policy. All foreign entities requiring correspondent services are subjected to a 
process of analysis, the characteristics and scope of which depend on the risk ascribed to each bank 
according to evaluation criteria designed specifically in this respect. 

In 2003, the Group continued with its strategy to reinforce the prevention of money laundering 
and the financing of terrorist activities by installing computerized systems specializing in the 
processing of lists prepared by the European Union and other international bodies and including 
individuals associated with terrorist activities, drug trafficking and other forms of organized crime, 
and by increasing the human resources earmarked for the central Monitoring and Investigation units. 
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Privacy 

In addition to internal procedures and controls aimed at protecting personal data from misuse, self- 
evaluation processes (albeit not replacing the reviews performed in this connection by the Internal 
Audit unit) were implemented in 2003 in all the areas that process personal data of any kind 
(customers, employees, shareholders, etc.) with a view to evaluating constantly the effectiveness of 
internal personal data protection procedures and controls. 
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STEERING COMMITTEE 

Ch 
Mr. Francisco Gonzalez Rodrlguez 

President and COO 
Mr. Jose lgnacio Goirigolzarri Tellaeche 

I Wqrpembers of the Steering Committee )I)? ': ~ 

Mr. Jose Marla Abril PBrez 
Mr. Eduardo Arbizu Lostao 

Mr. Angel Can0 Femdndez 
Mr. Manuel Gonzalez Cid 
Mr. Julio Ldpez Gdmez 
Mr. Jose Maldonado Ramos 
Mr. Manuel Mender del Rlo 
Mr. Vitalino Nafria Aznar 
Mr. lgnacio Sanchez-Asialn Sanz 
Mr. Jose Sevilla Alvarez 

Wholesale and Investment Banking 
Legal Department 
Human Resources and Services 
Financial Management 
Retail Banking Spain and Portugal 
Secretary General's Office 
Risk 
America 
Systems and Opeations 
Chairman's Office 
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C 0 R P 0 RAT E S OC I A L R E S PO N S I B I L I TY 

BBVA fully assumes the many responsibilities 
that fall to a corporate group like itself. These 
responsibilities are to all its stakeholders, i.e., all 
parties with an active interest in its operations 
or directly affected by them: shareholders, 
customers, suppliers, employees, public 
authorities, and the general public in societies 
where the Group operates. We recognize that 
their quality of life and development potential 
can be significantly influenced by a financial 
institution as big as BBVA. 

Thus, the concept of corporate social 
responsibility, as BBVA understands it, reflects 
its firm commitment to serve these different 
stakeholders in the best and most equitable 
way. It encompasses the set of positive 
voluntary contributions (over and above what 
is required by law) that an enterprise makes to 
the groups it comes into contact with, 
according to the strictest criteria of integrity, 
ethics, transparency, and quality. For BBVA, the 
importance of these aspects lies not in any 
subjective motivations or their cosmetic effects. 
Rather, it sees them as a way of achieving 
stable, sound and mutually beneficial relations 
with all these groups as the central line of its 
strategy: as a value creation and trust driver 
and a tool of competitiveness towards 
profitability, sustainability and a medium- to 
long-term vision. 

The BBVA has mainstreamed its social 
responsibility into a coherent, systematic and 
pro-active approach. It has undertaken to 
provide an equitable, properly thought-out 
response to the different expectations of its 
different stakeholders, reconciling sustained 
value generation for its shareholders with the 
greatest good possible for society and all the 
other stakeholders. This commitment does not 
hone in on the bottom line to the exclusion of 
anything else. Rather, it embraces ideas 
regarding how to maintain profitability over 
time; how its profits are made, and how they 
are distributed, It takes all the dimensions: 

economic, corporate, human, social and 
environmental of business activity into account. 

From this perspective, BBVA’s corporate 
social responsibility arises from an integral 
concept of its business. Flowing from its 
corporate culture, it is incorporated into its 
vision (“We are working towards a better 
future for people”). It is present in its essential 
commitments to its stakeholders and 
constitutes one of its seven Corporate 
Principles (“Social responsibility us u 

commitment to development”). 

corporation-wide issue, affecting all the 
countries and all the sectors in which it 
operates. It takes a comprehensive but 
decentralized approach to its application. 
Social responsibility is a keystone to all Group 
relations, manifested in everything it does and 
integrated into the daily practice of all its units. 

BBVA’s commitment has been ratified 
through its active support of the United 
Nations Global Compact and the United 
Nations Environment Program Finance 
Initiatives, BBVA strives to report with 
maximum transparency, endeavoring to match 
its standards of public communication to the 
guidelines established by the Global Reporting 
Initiative (GRI). The earnestness of its 
intentions has merited it a place on the two 
most important international social 
responsibility indices (Dow Jones Sustainability 
World Index and the FTSE4Good). 

have undertaken to develop criteria of social 
responsibility in their operations. The BBVA 
2003 Corporate Social Responsibility Report 
gives a more exhaustive description of 
everything done in SCR during 2003, published 
and distributed together with this Annual 
Report. However, a short description of the 
basic contributions made in the area of the 
environment and social non-profit activities is 
given below. 

BBVA conceives its social responsibility as a 

Accordingly, all the areas within the Group 
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RELATIONS WITH THE 
ENVl RONMENT 
Deteriorating environmental quality is a 
problem no socially responsible enterprise can 
afford to ignore. In this belief, BBVA firmly 
acknowledges that economic activity must be 
made compatible with the conservation of 
nature and the defense of sustainable 
development. 

During 2003, it took various initiatives to 
make environmental factors an integral part 
of its strategy, management and activity. The 
most significant was the approval, in June 
2003, of an integral Environmental Policy, 
which formalizes the Group’s commitment to 
mainstream environmental issues in all its 
business lines and in all the countries where 
it operates. It was accompanied by the 
announcement of a forthcoming 
Management System to implement this 
policy, with approaches that BBVA is already 
applying in practice to all facets of its 
activity: 

Optimizing the consumption of natural 
resources, minimizing pollutant 
emissions and encouraging maximum 
recycling of resources and responsible 
waste management. 

requirements and carrying out quality 
audits in buildings used by the public. It 
has been awarded five I S 0  14001 
environmental quality certifications. 
Developing specific methodologies to 
factor environmental aspects into its risk 
analysis. 

products and lines of business, both in 
terms of what it offers to individual 
customers (e.g. indexing its star fund 
Extra 5 I1 Garantizado FIM, to 
companies listed on the FTSE4Good 
index and the marketing of funds with 

Adapting its buildings to meet legal 

Developing environment-friendly 

social and environmental criteria) and in 
funding and advisory services for projects 
for improving and conserving the 
environment in all segments. 
Introducing environmentally-conscious 
criteria in its supply-chain management. 
Establishing an ongoing in-house program 
of awareness-raising and training on 
environmental issues. 
Carrying out important sponsorship 
activities related to the environment, Of 
these, the best known are carried out by 
the BBVA and Bancomer foundations. 

ACTIVITIES OF SOCIAL 
INTEREST 
Working hand in hand with the societies in 
which it operates is one of the mainstays of 
BBVA’s vision of its social responsibility. This 
cooperation is materialized in its core activity 
and in the importance it gives to its policy of 
sponsorship and patronage, pursued by the 
Group companies and its five foundations: 

Fundaci6n BBVA (Spain). 
Fundacih BBVA Bancomer (Mexico). 
Fundaci6n BBVA Provincial (Venezuela). 
Fundacih BBVA Banco Francis 

Fundaci6n BBVA Banco Continental 

In this terrain, the most relevant milestone 
in 2003 was the Board approval (on December 
22) of the Plan of Action in Society. This plan 
lays down a corporate line of social action, 
clearly branded with the BBVA style and in 
keeping with the Group’s general strategy and 
culture. It aspires to contribute added value 
both to the Group and to society. It focuses on 
a very specific target group: the family. That is 
why it is called the “Plan Familius” (“the 
Families Plan”). The Plan will work in three 
different dimensions: 

(Argentina). 

(Peru). 
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Family Finance Program. 
Family Sponsorship Program. 
Employee Program. 

The main activities carried out in 2003 were 
in the following areas: 

Social Work 
The Group has provided direct aid to especially 
needy persons and groups as well as 
humanitarian organizations, in all the countries 
in which it operates. 

Health 
In this field, the Group has worked together 
with charities dealing with the treatment and 
prevention of certain illnesses. However, its 
work in fostering scientific research and debate 
in the Fundaci6n BBVA has been given top 
priority, channeled through the Bio-medicine, 
Health and the Healthcare System Areas. 

Training 
The BBVA Groups grants subsidies to many 
institutions (including universities) and has 
established various permanent teaching 
programs that have been widely recognized in 
Spain and abroad. The most important are: 

Ruta Quetzal BBVA (Communication and 
Image). 
Francisco Giner de 10s Rios Awards for 
Improvement in Educational Quality 
(Fundacion BBVA). 
The Papagayo Project (Fundacih BBVA 
Provincial). 
BBVA Bancomer in Education, Integral 
Skilling Centers and Educational Anti- 
Addiction Program (Fundacibn BBVA 
Bancomer). 
Educational Programs of the Fundacion 
BBVA Banco Frances. 

Culture 
The BBVA Group’s activities in this sector are 
mainly channeled through the following programs: 

Cultural Program of the BBVA Cultural 
Activities Department: 
Fine Arts, Heritage Conservation and 

Music. 
Cultural Program of the Fundaci6n BBVA 
Bancomer. 
Cultural Program of the Fundaci6n BBVA 
Provincial. 
Cultural Program of the Fundacion BBVA 
Banco Continental: focused in 2003 on 
contributing to the creation of the Pre- 
Colombus Art Museum in Cuzco. 

BBVA Banco Francis. 
Art and Society Program of the Fundacion 

Economics and Social Sciences 
The BBVA Group is carrying out intensive 
work in this area. Its mission is to generate, 
foster and disseminate knowledge, paying 
special attention to the field of Economics. It 
has been working along three main lines: 

Activities of social interest carried out in 
the Group’s Research Departments. 
Activities carried out by the Fundacibn 
BBVA, which has a Social Sciences Area 
specifically dealing with social science and 
economic issues. 

giving financial aid to various institutions. 
Many units participate voluntarily in 
training and information activities related 
to socio-economic issues. Apart from this, 
the BBVA History Archives have done 
important analytical work in economic 
history and publishing the results. 

Cooperation with different Group units, 

Promotion of social responsibility and the 
reputation of the Group 
The activity of the BBVA Group in this field 
has centered on the organization and support 
of public events concerning these issues, and 
non-profit cooperation in several external 
institutions, activities and publications, both in 
Spain and Latin America. 
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2003 BBVA GROUP INVES IN ACT1 
(THOUSANDS OF EUROS) 

2003 2002 2003 2002 

BBVA (Spain) 10,413.1 6,303.4 Economics and Social Sciences 9,681.4 
BBVA Group in Latin America 3,821.5 2,642.2 Training 6,919.9 

Fundacidn BBVA 16,387.0 15,134.0 Promotion of the enterprise's 
Fundacidn BBVA Bancomer 3,348.1 3.132.0 responsability and repute 247.2 
Fundacidn BBVA Provincial 291.3 269.7 Social Work 1,484.2 1,810.7 
Fundacidn BBVA Banco Frances 159.3 112.1 Enviroment 3,060.0 643.1 
Fundacidn BBVA E. Continental 46.3 60.6 Culture 7,113.9 5,428.7 

Health 2.276.9 14,567.2 

Other fields and structural 
costs of foundations 3,683.1 5,204.3 

TOTAL 34.466.6 27,654.0 
Does not Include the followlng: . Con of staff time lexceut in the foundations, , in the Research Deoartment and the Hlstorlcal Archives). 

Value 01 ofice space allocated U social aaivities (except in Fundaciln BBVA Bancomer) . BeneflIs lor employees and thelr lamllles . Value of grants and imem work experlence in the Group 
The euro exchange rates lor Latin American cwnuies are average Jan-Dec 2005 rates 
The diRerence in figures against 2002 is due not only to higher investment in socia1 aciwnies, but also to the incluslon 01 aspects not covered in 2002 
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AUDIT OF THE FINANCIAL STATEMENTS 

The consolidated financial statements included in this report are presented in accordance with 
the rules established by the Bank of Spain and were prepared by the directors of Banco Bilbao 
Vizcaya Argentaria, S.A. from the individual accounting records of the Bank and of its consolidable 
subsidiaries. 

These financial statements have been checked by our external auditor, Deloitte & Touche, 
Espafia, S.L. for the purpose issuing the related auditors' report thereon, which is included below. 
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LEGAL DOCUMENTATION 

Translation of consolidated financial statements originally issued in Spanish and prepared in accordance with generally accepted 
accounting principles in Spain (Note 31). In the event of a discrepancy, the Spanish-language version prevails. 

BANCO BILBAO VIZCAYA ARGENTARIA, LA. 
AND COMPANIES COMPOSING 

THE BANCO BILBAO VIZCAYA ARGENTARIA GROUP 

CONSOLIDATED BALANCE SHEETS AS OF DECEMBER 31,2003,2002 Y 2001 
(Notes 1 to 5) 

- Thousands of Euros - 
ME13 2003 2002 I * )  2001 (*) 

CASH ON HAND AND DEPOSrrS AT CENIRAL BANKS: 

______l_ 

Cash 
Bank of Spain 

Other central banks 

GOVERNMENT DEBT SECURITIES (Note 6) 
DUE FROM CREDlT INSTITUTIONS (Note 7): 
............................................................................................................................................................ 

............................................................................................................................................................. 
Current accounts 
Othm 

TOTAL NET LENDING (Note 8) 
DEBENTURES AND OTHER DEBT SECURITES (Note 9) 

INVMMENTS IN NON-GROUP COMPANIES (Note 11) 
COMMON STOCKS AND OTHER EQurrY SECURlTIF-S (Note 10) 

I 

INVESTMENTS IN GROUP COMPANIES (Note 12) 
INTANGIBLE ASSETS (Note 14): . 

Incorporation and start-up expenses ... ...... 
0th~ deferred charges _- . ..... .. ,~ ............ 

CONSOLJDATION GOODWILL (Note 13): ...... 
...................................................................................................................................... 

consolidated companies ......................................................................................... ~ .............................. ~ ..... 
Companies accounted for by the equity method 

L-"l""ll--------.---I-----.~ 

Furniture. fivtures and other 

CAPITAL STOCK SUBSCRIBED ___ BUT ....... NOT .___-___-I--. PAID (Note 23) - 

TREASURY STOCK (Note 23) 
OTHER ASSETS (Note 15) 
..... ~ ..... ~ .... _ .................... - ................................. - 

ACCRUAL ACCOUNTS (Note 16) 
ACCUhlULATFD LOSSES AT CONSOLIDATED COMPANIES (Note 24) 
........................................................... ............................................................................................................................ 

1,767,580 1,868,358 2,402,894 
1,821,301 1,081,684 1,828,490 
4,520,994 5,100,286 5,008,840 
8.109.875 8.050.328 9.240324 

18,945,003 19,767,776 20,165,369 

643,987 
20363.142 
20,907,129 

~ 148,827,274 
52,935,966 
3,092,064 ~- 
5,593,224 
1.054.869 

1,328,749 
20,147,530 
21,476,279 

141,315,012 
49,133,179 
3,007,492 
6,024,175 
1,039,688 

2,629,808 
20568.948 
23,198,756 

150,219,820 
61.650.938 

-l-."l""lll" 

3.673.699 
6,641,935 
1,114,144 

19,537 20,946 18,770 
342,491 377,691 523,313 
362,028 398,637 542,083 

2,650,889 2,871,545 3,044,907 
1,055,524 1,385,801 1,572,235 
3,706,413 4,257,346 4,617,142 

2,100,359 1,938,287 2,530,935 
309,607 908,073 1,424,146 

1,380,272 1,787,605 2,216,809 
3,790,238 4,633,965 6,171,890 -- "-- - - - 

66,059 97,671 75,944 
13.171.480 1239i:880 1 2 . o O O ~ ~ ~  
2,977,437 4591,562 7,049,067 
3,610,764 3,650,208 2,884,756 

...................................... .......... 

....................................................................................................................... - ..... 

TOTAL ASSETS 287,149,823 279,542,198 30924S.882 
MEMORANDUM ACCOUNTS (Note 26) 72,549,918 69,776,213 71,764,775 
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- Thousands of Euros - 
2003 "2. (*)  I001 (*) 

DUE TO CREDIT INSTITUTIONS (Note 17): 
Current accounts 1,542,432 1,537,357 1,412,818 

60,027,356 54,581,691 63,175,177 
61,569,788 56,119,048 64,587,995 ~- 

Othpt ............. 

DEPOSITS (Note 18): 
Savings accounts- 

Current 65,024,971 63,723,745 71,012,969 
55,487,784 57,436,352 67,512,171 T i e  .................................................................................................................................................................................................................... .- 

Other deposits- 
Cwmt - _ - 

20,536,152 25,400,268 27,974,294 
141,048,907 146,560,365 166,499,434 

T i e  
.......... 

MARKETABLE DEBT SECURITIES (Note 19): 
Bonds and debentures outstanding 
Promissory notes and other semities 

28,258,973 22,393,876 20,639,098 
6,123,679 5,129,396 4,736,576 

34,382,652 27,523,272 25,375,674 ____ 
10.764.514 9,735,905 9,142,645 
........... ... 

OTHER LlABILITlEs (Note 15) 
3,318,727 4,593,777 ~ 6,665,074 _. ACCRUAL ACCOUNTS (Note 16) 

PROVISIONS FOR CONTINGENCIES AND EXPENSES (Note 20): 
.............. 

Pension orovision 3,031,913 2,621,907 2,358,552 
- - - Revision for taxes 

0 t h  provisions 
" " ........................................ - ......................... 

2,187,672 2,221,411 2,425,588 
5,219,585 4,843,318 4,784,140 

GENERAL RISK ALLOWANCE 
38.712 47.554 42.744 NEGATIVE CONSOLIDAllON DIFFERENCE (Note 13) 

CONSOLIDATED INCOME FOR THE YEAR 
Group 2,226,701 1,719,129 2,363,336 

670,463 746,919 645,223 
2,897,164 2,466,048 3,008,559 

Minority interests (Note 22) ~- 

7,399,613 6,486,942 7,610,791 
5.425.918 5.674.163 6.394.029 

SUBORDINATED DEBT (Note 21) 
MINORTY INIERESTS (Note 22) 
I- 

. .  , .  , -  .............................................................................. ." ............................................. 

1.565.968 1.565.968 1.565.968 WlTAL STOCK (Note 23) ..................................................................................................................................................................................... 

ONAL PAID-IN CAPITAL (Note . . .  .................................................................... .......................... 
6,273,901 6,512,797 6,834,941 

971,477 771,484 1,419,218 
....................................................................................................... 

.~ -.-,-,--___^_I - RESERVES (Note 24) 
REVALUATION RESERVES (Note 24) 

........ 

176,281 176,281 176,281 
6.096.616 6,465376 5,138,389 

........... ......... .... .- ~ 

RESERVES AT CONSOLIDATED COMPANE (Note 241 

TOTAL LIABILITIES A N D  EOUITY 

(*) Presented for comparison purposes only. 
The accompanying Notes 1 to 33 and Exhibits I to IV are an&@ part of the consolidated balance sheet as of Dcccmber 31,2003. 
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LEGAL DOCUMENTATION 

Translation of consolidated financial statements originally issued in Spanish and prepared in accordance with generally accepted 
accounting principles in Spain (Note 31). In the event of a diarepancy, the Spanish-language version prevails. 

BANCO BILBAO VIZCAYA ARGENTARM, S.A. 
AND COMPANIES COMPOSING 

THE BANCO BILBAO VIZCAYA ARGENTARIA GROUP 

CONSOLIDATED STATEMENTS OF INCOME 
FOR THE YEARS ENDED 

DECEMBER 31,2003,2002 AND 2002 (Notes 1 to 5) 

- Tboiisands of Euros - 

(DEBIT) CREDIT 
2Ou 2002 (*) 2001 i') 

FINANCM REVFNUES (Note 28) 
Of which: Fiued-income mafolio 

FINANCIAL EXPFNSFS (Note 28) 
INCOME FROM EQUlTIES PORTFOLIO (Note 28): 

Common stocks and other eauitv securities 

Inwanem in non-Group companies .- 

~ 

Investments in Group companies 
NET INTEREST INCOME 

FEES PAID (Note 28) .......................................... ......._ ............................................................................................................................... 

.............................................................................................................................................. 

OTHER OPERATING INCOME [Note 28) 
GENERAL ADMINISTRATIVE EXPENSES (Note 28): 

Personnel costs 
Of which: 

Wmes and salaries 
Employee welfare expenses 

Of which; Pensions 
Other Administrative Exoenses 

12,537,465 
3,323,501 

(6,260,058) 
464,104 
14 4,8 4 2 
188,572 
130,690 

6,741,.511 
3,882,568 
(619,761) 

- 

17,232,909 
4,820,640 

(9,783,505) 
358,062 
113,6U 
93,669 

150,770 
7,X07,466 
4,330,993 
(662,612) 

,- 

21,608,104 
7,283,233 

(13J79,446) 
495,444 
116,037 
177,774 
201,633 

8,H24,102 
4,833,617 
(795,994) 

651,504 765,123 490,095 
10,655,822 12,24O,Y70 13,351,820 

............................................................................................................................... 

17,422 34,341 51,345 
(5,031,056) (5,771,725) (6,724,760) 
(3,262,587) (3,697,428) (4,243,374) 

(2,457,658) (2,743,819) (3,211,099) 
(571,325) (624,360) (652,454) 
(134,921) (132,624) (122,474) 

(1,768,469) (2,074,297) (2,481,386) 
DEPREClATTON AND AMORTIZATION 

OTHER OPERATING EXPENSES 
hTT OPERATNC, INCOME 

(Note 14) ............................................ - ......................................................................................................................... 
................................................................................................................. 

(510,656) (631,021) (741,817) 
(236,733) (295,821) (337,763) 

4,894.799 F,576,741 i,598,825 
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(DEBIT) CREI)IT 
7003 2w2 ( * ) 2001 (*) 

-_ .- . . . . . . . __  -. . -. . . . . . . . . . . . . . . . . . 

NET OPERATING INCOME 
NET INCOME FROM COMPANIES ACCOUNTED FOR 
...... " .. , .................. .......................................... .. . . .... ......... . ................................. . . .. . . .. .. ... .... .. 

BY THE EQUITY ~- METHOD (Note 28): --..- 
Share in income of comnanies accounted for bv the eauitv method 

AMORTEATION OF CONSOLIDATION GOODWILL (Note 13) 
INCOME ON GROUP TRANSACTIONS: 

4,894,799 

383,312 
794,905 
(92,467) 

(319,126) 
(639,349) 
642,144 

5576,744 

33,244 
561,322 

(285,726) 
(242,352) 
(679,170) 
570,934 

5,548,825 

392,671 
876,131 

(104,306) 
(379,154) 
(623,111) 

1,004,525 
Income on disposal of investments in fully and proportionally 

Income on disoosd of investments accounted for bv the wuitv method (Note 11) 
coosolidated companies 16,763 

609,333 
3,806 

551,326 
33,957 

896,186 
Income on transactions involving Parent Company shares and Group 

....................................... . . . . . . . . . ... . . . . financial liabilities 
ences . ., .. .. , ...... ..., 

LOSSES ON GROW TRANSACTIONS: 

16,048 

(88,885) 
I 

15,802 

(209,938) 
- 

74,382 

(50,538) 
- 

LKISSCS on disposal of invcsmenrs in fully or proportionally 
consolidated companies 

Losses on disposd of investments acmunted for by the equity method (Note 11) 
Losses on transactions involving Parent Company shares and Group 

.-..-.--I-I 

financial liabilities 
NET LOAN LOSS PROVISIONS (Note 8) 
NET S E C U R m  WRITEDOWNS (Note 11) 
NET CHARGE TO GENERAL FUSK ALLOWANCE 

EXTRAORDINARY INCOME (Note 28) - 

EXTRAORDINARY . . LOSSES (Note 28) ............................. 

IW-TAX mow ...-._I_-.__ .. ................,. ..... ................................................................ .. .. .. ... ....... .....,..... . .,..... . 
CORPORATE INCOME TAX (Note 251 

__"._ ~ - -- OTHER TAXES (Note 25) 
NE'I' INCOME 
MINORITY W R E S T S  (Note 22) 

. " .~ - - - - - - ~ ~ ~ - ~ ~ - - -  .....~ - - 

(55,237) 
(14,890) 

(18,758) 
(1,276,946) 

- 
- 

630,870 

(156,290) 
(29,750) 

(23,898) 
(1,743,338) 

3,366 

1,606,654 
(733,805) (2,039,235) 

(530,587) (175,567) 
3,812,140 3,119,261 

(31,859) 
(1,919,230) 

(42,792) 

1,294,983 
(2,021253) 
3,631,480 

(60,462) 

1 

(384,389) (477,646) (565,059) 
2,897,161 2,466,048 3,008,5S9 

670,463 746.919 645.223 
2.226.701 3.719.329 2.363.336 

The accompanying Notes i t i  33 and hxhibits I to IV are an integral part of the consolidated statement of income a~ of December 31,2003. 
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LEG A L DOC U M E NTAT IO N 

Translation of consolidated financial statemenn originally issued in Spanish and prepared in accordance with gmerally accepted 
accounting principles in Spain (see Note 31). In the event of a discrepancy, the Spanish-language version prevails. 

BANCO BILBAO VIZCAYA ARGENTAIUA, S.A. 
AND COMPANIES COMPOSING 

THE BANCO BILBAO VIZCAYA ARGENTARIA GROUP 

NOTES TO CONSOLIDATED FINANCIAL STATEMEhTS 
FOR THE YEAR ENDED DECEMBER .32,20113 

(1) DESCRIPTION OF THE BANK- 

Banco Bilbao Vizcaya Argenmia, S.A. (“the Bank“ or 
“BBVA.) is a private-law entity govemed by the rules and 
regulations applicable to banks operating in Spain. ?he Bank 
conducts its business through branches and offices located 
throughout Spain and abroad. 

On June 1,1988, the Special Shareholders’ Meetings of Banco 
de Bilbao, S.A. and Banco de Viaya ,  S.A. resolved, inter alia, to 
approve the equal-footing merger of the two companies by dissolving 
them without liquidation and transferring en bloc to the new 
company, which adopted the name of Banco Bilbao Ezcaya, S.A. 
(BBV), by universal succession, the assets and liabilities of the two 
dissolved companies. 

On December 18,1999, the Special Shareholders’ Meetings of 
Banco Bilbao Vzcaya, S.A. and Argenmia, Caja Postal y Banco 
Hipotecario, S.A. approved the merger of the two entities through 
the absorption of Argentaria by Banco Bilbao Viaya ,  S.A. The 
Shareholders’ Meetings also approved the audited merger balance 
sheets of the two entities as of Scptunber 30,1999. After the 
mandatory time periods had elapsed and the relevant administrative 
authoriiations had been obtained, on January 25,2000, the related 
public deed was executed, the registration of which at the Vizcaya 
Mercantile Registry on January 28,2000, determined the legal 
effectiveness of the merge5 and simultaneously the corporate name of 
Banco Bilbao Vizcaya, S.A. was changed to Banco Bilbao Viaya  
Argentaria, S.A. 

(2) BASIS OF PRESENTATION AND 
CONSOIJD ATION PRWCIPLF5 

a) Basis of presentation- 

ne consolidated financial statements of the Bank and 
companies composing the Banco Bilbao Vizcaya Argentaria Group 
(“the Group”-Note 4) are presented in the formats stipulated by 
Bank of Spain Circular 411991 and its subsequent ammdments and, 
accordingly, they present a true and fair view of the Group’s net 
worth, financial position and results. These consolidated financial 
StatementS were prepared from the individual accounfing records of 
Banco Bilbao Ezcaya Argentaria, S.A. and of each of the Group 
companie and include the adiustmmts and reclassifications required 
to conform the accounting principles and presentation criteria 
followed by the subsidiaries with those followed by the Bank 
(Note 3). 

The individual and consolidated financial statemena for 2002 
and 2001 were approved by the Shareholders’ Meetings on March 1, 
2003, and March 9,2002, respectively. 

The 2003 consolidated financial statemena of the Group, of 
the Bank and of each of the companies included in consolidation, 
have not yet been approved by the respective Shareholders’ Meetings. 
Howeves the Bank‘s Board of Directors considers that they will be 
approved without material changes. 

b) Accounting policies- 

The consolidated financial statements were prepared in 
accordance with the generally accepted accounting principles in Spain 
described in Note 3. All obligatory accounting principles with a 
material effect on the consolidated financial statements were applied 
in preparing them. 

c) Conrolidaticm principles- 

In accordance with Law 1311985 and Bank of Spain Circular 
4/1991, the Banco Bilbao V i a y a  Argentaria Group is defined as 
including all the companies whose lint of business is directly related 
to that of the Bank and which, together with the lattq constitute a 
single decision-making unit (Note 4). In accordance with this 
Circular, these companies were fully consolidated and the 
adjustments and reclassifications required to unify the accounting 
principles and presentation criteria followed by the subsidiaries were 
performed, taking into account the comments in Note 3-17, All 
material intercompany accounts and transactions between the 
consolidated companies were eliminated in consolidation. In 
accordance with Bank of Spain Circular 411991, the consolidated 
financial statements maintain the provisions for country risk 
recorded by the Bank and other Group companies for risk-asset and 
off-balance-sheet risk exposure to Group entities with regmered 
offices in financially-troubld countries. As of December 31,2003, 
2002 and 2001, these provisions amounted to €162,321 thousand, 
€93,714 thousand and €98,674 thousand, respectively (Notes 7, S 
and 9). 

The companies whose line of business is related to that of the 
Bank, and which are at least 20% owned by the Bank and managed 
jointly with another shareholder (or shareholders) were consolidatd 
proportionally, which consists of including the assets, rights and 
obligations, and revenues and expenses of these companies in 
proportion to the Group’s holding in them. As of December 31,2003 
and 2002, this consolidation method was applied to EVentures 
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Capital Internet, S.A, Grporaci6n IBV Participaciones 
Fmpresariales, S.A., Altura Markets, A.V., S.A., PSA Finance 
Argentina Cia. Financiera, S.A. and Corpraci6n IBV Servicios y 
Tecnologias, LA. h of December 31,2001, it was applied to 
Corporacih IBV, S.A., Azeler Automocibn, S.A., Altura Markets, 
A.V., S.A. and Proyectos Industriales Conjuntos, LA. 

Additionally, the long-term holdings in the capital stock of 
subsidiaries not consolidable because their line of business is not 
directly related to that of the Bank and of other unlisted companies 
in which significant influence is exercised or with which the Bank has 
a lasting relationship and in which such holdings generally represent 
20% or more of the capital stock (3% or more if listed) are valued at 
the amount of the portion of the investees’ net worth corresponding 
to such holdings, after deducting the dividends collected from them 
and other eliminations (equity method). Other holdings in companies 
(Note 11) which are short term or which do not represent significant 
influence, or for which futures transactions have been arranged to 

eliminate the price risk, are valued separately by the methods 
described in Note 3-e. 

The remaining equity investments are presented in the 
accompanying consolidated balance sheets as described in Note 3-e. 

In accordance with standard practice, the consolidated financial 
statements do not include the tax effect of transferring to the Bank 
the accumulated merves and undistributed earnings of the fully and 
proportionally consolidated companies or of the companies 
accounted for by the equity method, because it is considered that no 
funds will be transferred since these reserves will be used as a source 
of self-financing at each of thme companies. 

d) D ~ i k t ~ ~ i ~ f ; w r  of net worth- 

In evaluating the net worth of the Group, the balances of the 
following captions in the accompanying consolidated balance sheets 
should be taken into consideration: 

Thousands of Eurw 
2003 2002 2001 

Capital stock (Note 23) l,565,Y68 l,.i6S,Y68 1.565,969 
Kererves (Note 24)- 
Additional paid-in capital 6,273,901 6,512,797 6,834,941 
Reserves 971,477 771,484 1,419,218 
Revaluation reserves 176,281 176,281 176,281 
Reserves at consolidated 

companies 6,096,616 6,465,276 5,138,389 
Accumulated lasses at 

comolidated companies (3,610,764) (3,650,208) (2,884,756) 
9,907,5 1 I 10,275,630 10,684,073 

Add- 
Net income- 
Net attributable profit 2,226,7111 1,719,129 2,363,336 
I.esr- 
Interim dividcnds (Xotcs 5 and 15)- 
Paid (572,452) (572,996) (542,369) 
Unpaid (287,444) (287,620) (271,588) 

(559.896) (860,616) (813,957) 
Treasury stodt (Note 23) (66,059) (97,671) (7.i,9-141 
Net worth p a  books 12,774,225 32,602,410 13,723,476 
I.ars- 
Final dividend (Note 5) (364,327) (248,420) (408,286) 
Net worth, after rhe 

diilribution of income 
for the ycar 12,409,898 12,354,020 13,315,190 

4 W i y .  

Law 1311992 and Bank of Spain Circular 5/1993 and 
subsequent amendments enacted the regulations governing minimum 
equity requirements for credit entities at both individual and 
consolidated group levels. 

As of December 31,2003,2002 and 2001, the Group’s eligible 
equity amounted to €18,799,128 thousand, E17,840,156 thousand 
and €19,730,574 thousand, respectively. These amounts evceed the 
minimum equity requirements stipulated by the aforementioncd 
regulations. 
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f )  Detail of risk prwisions and couemge- 

In accordance with Bank of Spain regulations, the risk 
provisions and coverage are presented as a s s i d  to the related 
assets andor in specific accounts. The detail of the aggregate risk 
provisions, coverage and guarantees, disregarding their accounting 
classification, is as follows: 

Thousands of Euros 
2003 2002 2001 

Loan loss provision 
(Note 3c) (*) 

Due from ctedit institutions 
(Note 7) 

Total net lending (Note 8) 
Debentures and other debt 

saurities (Note 9) 
Off-balancesheet risks 

(Notes 8 and 20) 

Sccurity revaluation rescrw 
(Notes 3d and 3-e! 

Government debt securitim 
(Note 6) 

Debentures and other debt 
securities (Note 9) 

Common stock and other 
equity securities (Note 10) 

InveFnnents in nonGroup 
companies (Note 11) 

Pmsion probision 

At Spanish companics 
At foreign companies 

(Not= 3-j and 20) 

I'rovision for property and 

171,240 122,787 138,533 
4,443,539 5,097,695 5,927,703 

121,106 125,401 253,772 

209,270 271,545 185,268 
4,915,155 5,617,428 6,505f76 

- 34 6 

73,958 2,586 3,396 

71,653 240,726 153,655 

38 82 1,791 
145,649 243,428 158,848 

2,433,374 1,981,414 1,736,384 
598,539 640,493 622,168 

3,031,913 2,611,907 2,358,.3.;1 

equipment (Notes 3-h and 14) 375,016 308.518 391,463 

contingencies and expenses 
(Note 20) 1,978,402 1,939,866 2J40,320 

TOTAI. 10,476,135 10,741,147 11,654,4SY 
( * \  I.oan lo$< nmvisioni 

Othcr provisions for 

r -  - - -  \ . - . - - .  

Provisions for specific risks 2,053,936 3,253,724 4,358,160 
General-purpose provision 1,361,029 1,324,441 1,469,168 
Country-risk provirion 609,764 446,919 317,281 
Provision for the statistical 

coverage of loan Iosres 920,426 592,344 360,667 

gl coqumiiw infwmnrioe 

Argentina 

?he effects of the crisis in Argentina and the measures adopted 
by the Govemment and the Central Bank of the Republic of 
Argentina as described in Note 3-fi gave r i a  to significant changes in 
the balance sheets of the BBVA Banco Francis Group. 

BBVA Brad  Group 

The 2002 and 2001 consolidated financial statements included 
the contribution of the BBVA Brasil Group, although the effects of 
the sale (Note 4) had been recorded as of December 31,2002. In the 
2003 consolidated financial statements, the BBVA Group recorded 
the earnings generated by the BBVA Brad Group through the actual 
date of sale as eamings generated companies accounted for by the 
equity method, and, accordingly, comparison with the eamings of 
complete prior years shows significant decreases in most captions of 
the 2003 consolidated statement of income. 

Depreciation of the Latin American currencies 

Additionally, the macroeconomic developments in 2003 in most 
Latin-American countries affected, among other variables, their 
currencies, which experienced a sharp devaluation against the euro. 
This devaluation particularly affected the consolidated balance sheets 
as of December 31,2003 and 2002, since the year-end exchange 
rates were used, and the 2M2 and 2003 consolidated statements of 
income, since average exchange rates were applied (Note 3-b). 

For the purpose of facilitating comprehension of the Group's 
performance in 2003, the accompanying Management Report 
includes comparative information which takes into account the 
aforementioned effects. 

h) Early mtimetltra- 

In 2003,2002 and 2001 the Group charged to reserves the 
mimated cost of future indemnities, deferred compensation and 
future contributions to extemal pension funds deriving from rhe early 
retirement of Group employees in Spain, amounting to €519,620 
thousand, €324,465 thousand and €479,241 thousand, respectively, 
net of the related tax effect, which was estimated at €279,796 
thousand, €174,712 thousand and €252,502 thousand, respectively. 
These transactions were authorized by the respective Shareholders' 
W i g s  of the Group's Spanish banks and by the Bank of Spain 
(Notes 3 3  20 and 24). 

l h d  of hos 
2003 2002 2001 

SA Totall'l S.6 Totall') SA. Totall'l 
BBVA, BBVA, BBVA, 

Charged to: 
U ~ c r t r i ~ e d  mrva 515,044 519,620 321,101 324,465 471,780 479,241 
Prepaid ram 277J32 279,796 172,901 174,712 248,488 252,502 
Total ?92,3?6 759,416 494,002 499,177 720,268 731,743 
(') BBVA Group in Spain. 

(3) ACCOUNTNG PRINCIPI.ES APPIED 

The accounting principles and valuation standards applied in 
preparing the consolidated financial statements were as follows: 
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a) Acrrrral p* iqk-  

accounting purposes and the interest method is applied for 
transactions whose settlement periods exceed twelve months. 
Howeve4 in accordance with the principle of prudence and with 
Bank of Spain regulations, the interest e a m d  on nonperforming 
loans, including interest subject to country risk in countries classified 
as very doubtful, doubtful or experiencing temporary difficulties, is 
not recognized until it is collected. 

Revenues and expenses are recorded on an accrual basis for 

In accordance with banking practice in Spain, transactions are 
recorded as of the date they are made, which may differ from the 
value date as of which interest revenues and expenses are calculated. 

The consolidated finance companies record the revenues and 
expenses arising from their regular financing and lease contracts over 
the accrual period by the interest method. Under this method, these 
revenues and expenses are recognized over the collection period on 
the basis of the principal amount outstanding. 

Exchange differences 

The exchange differences arising from application of the above 
mentioned translation methods are recorded as follows: 

b) Foreign currency trarrsactions- 

The breakdowns by currency of several accounts and captions 
in these notes to consolidated financial statements indude under the 
foreign currencies heading currencies other than the euro. 

Assets. liabilities and futures transactions 

Assets and liabilities in foreign currencies, including those of 
branches and subsidiaries abroad, and unmatured foreign currency 
purchases and sales arranged for hedging purposes have been 
translated to euros at the average year-end exchange rates in the 
Spanish spot foreign exchange market (through the exchange rate of 
the U.S. dollar in local markm, for currencies not traded on the 
Spanish market), except for: 

- ?he merves of subsidiaries and the long-term investments 
in securities denominated in foreign currencies but funded 
in euros or in a currency other than that of the investment, 
which have been translated at historical exchange rates. 

- The revenue and expense accounts of the subsidiaries 
abroad, which have been translated at the average exchange 
rata in each yeat 

- The unmatured forward foreign currency purchases and 
sals  arranged for purpose other than hedging are valued at 
the year-end exchange rates in the Spanish forward foreign 
exchange market, which are published by the Bank of Spain 
for this purpose. 

The equivalent euro value of the assets and liabilities 
denominated in foreign currencies was €88,470,097 million and 
e95,497,298 million, respectively, as of December 31,2003 
(€102,210 million and €107,367 million, respectively, as of 
December 31,2002 and €131,115 million and €137,720 million, 
respectively, as of December 31,2001). 

- Exchange losses and gains in consolidation are rxorded 
under the “Accumulated Losses at Consolidated 
Companies” and “Reserves at Consolidated Companies” 
captions, respectively, in the accompanying consolidated 
balance sheets, net of the portion of such losses and gains 
corresponding to minority interests (Notes 22 and 24). 

- The net amount of the other exchange differences is 
recorded in full under the “Market Operations” captions in 
the accompanying consolidated statements of income (Note 
2g), and the exchange differences on forward transactions 
are debited to the “Other Assets -Exchange Differences on 
Forward Transactions” caption or credited to the ‘Other 
Liabilities - Exchange Differences on Forward 
Transactions“ caption in the accompanying consolidated 
balance sheets (Note 15). 

Structural exchange positions 

The Group’s general policy is to finance investments in foreign 
subsidiaries and capital assigned to branches abroad in the same 
currency as that of the investment, in order to eliminate any future 
risk of exchange differences arising from these transactions. 
Howeve4 the investments in countries whose currencies do not have 
a market enabling the Bank to obtain fiancing that is unlunited, 
lasting and stable at long term are financed in another currency. 
Through 2001 this fmanciig was in dollars, but in 2002 and 2003 
most of the financing was provided in euros. 

Exchange differences arising from financing in currencies other 
than the euro and the investment currency, net of the amount hedged 
by specific derivative transactions, are charged or credited to Group 
income, whereas those relating to investments are recorded under the 
”Reserves at Consolidated Companies -Translation Differences” 
caption in the accompanying consolidated balance sheets. Based on 
this priciple, €2,796 thousand and €32,699 thousand, respectively, 
were credited to the “Market Operations” caption in the 
accompanying 2003 and 2002 consolidated statements of income, 
and €77,753 thousand was charged to the “Market Operations” 
caption in the accompanying 2001 consolidated statement of income 
(Note 28-b). 

Howeve4 sinm the end of 2002, the exchange risk associated 
with most of the investments made in Mexico and Chile has been 
hedged by derivative transactions, and the variations are morded as 
adjustments to the ”Reserves at Consolidated Companies - 
Translation Differences” caption in the accompanying consolidated 
balance sheets, 

Inflation 

Certain subsidiaries (located in Mexico, Uruguay, Chile, Peru, 
Bolivia and, through ‘March 2003, Argentina -Note 3-13 are subject 
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to local regulations on adjustments for inflation, and, accordingly, 
record charges and credits in their statements of income to protect 
their net worth from the theoretical decline in value arising from 
inflation. These accounting entries are recorded under the 
“Extraordinary Income” and “Extraordinary Losses” captions in the 
accompanying consolidated statements of income (Note 28%). The 
detail of the net amount of these items is as follows: 

Extraordinary income 
Mexico 
Argendna (*) 
Peru 

haordinary losses 
Mexico 

Peru 
Chile 

hgMtiM 

Uruguay 

Thousands of Euros 
2003 2002 2001 

- 20,454 80,247 
- 38,456 - 
- - 3,414 
- 58,910 83,661 

(36,509) - - 

(3,620) (3,703) - 
(3,655) (9,293) (10,512) 

(12,007) (41,483) (3,870) 

(820) - - 

(56,61 II (51,479) (14,381) 
(56,611) 4,431 69,279 

(‘) Accounting for inflation was abolished on March 1,2003. 

c) Lous loss provisions (Note 2-t). 

The loan loss provisions are intended to cover the losses, if any, 
which nught arise in the full recovery of all credit and off-balance- 
sheet risks assumed by the Group in the course of its financial 
business (Notes 7 , s  and 9). For presentation purposes, they are 
recorded as a reduction of the “Due from Credit Institutions”, “Total 
Net Lending” and “Debentures and Other Debt Securities” captions 
on the asset side of the accompanying consolidated balance sheets. 
The provisions to cover any losses on the Group’s off-balance-sheet 
risks are included under the “Provisions for Contingencies and 
Expenm -Other Provisions” caption on the liability side of the 
accompanying consolidated balance sheers (Note 20). 

The loan loss provisions were determined on the basis of the 
following criteria: 

Specific provisions: on an individual basis, as stipulated by 
Bank of Spain Circular 411991. The balance of the specific loan 
loss provision is increased by provisions from period income 
and decreased by chargeoffs of debts deemed to be uncollectible 
or which have been nonperforming for more than three years 
(six years in the case of mortgage transactions with full 
coverage) and, if appropriate, by recoveries of the amounts 
previously provided foi 

General-purpose provision: in accordance with Bank of Spain 
regulations, an additional general-purpose provision, 
representing 1% of loans, fixed-income securities, contingent 
liabilities and nonperforming assets without mandatory 
coverage (0.5% in the case of certain mortgage transactions 
with full coverage), is set up to cover risks not specifically 

identified as problematic at the present time. The balance of 
the general-purpose loan loss provision is increased by 
provisions recorded with a charge to income and is decreased 
when the risk assets making up the calculation basis diminish 
with respect to the previous period and provisions are 
released. 

3. Provision for the statisrical coverage of loan losses: from July 1, 
2000, the Group is required to record a provision for the 
statistical coverage of the unrealized loan losses on the various 
homogeneous loan portfolios, by charging each quarter to the 
“Net Loan Loss Provisions” caption in the accompanying 
consolidated statements of income, the positive difference 
resulring from subtracting the specific net charges for loan 
losses recorded in the quarter from onefourth of the statistical 
estimate of the overall unrealized loan losses on the various 
homogeneous loan portfolios (credit risk of each portfolio 
multiplied by the weighting coefficients established by Circular 
4/1991 which range from 0% to 1.5%). If the resulting 
difference were negative, the amount would be credited to the 
consolidated statement of income with a charge to the provision 
morded in this connection (to the extent of the available 
balance). The maximum amount of this provision is three times 
the sum of the amount of each credit risk category multiplied 
by its respective weighting coefficient. 

4, Country-risk provision: this provision is recorded on the basis 
of each country’s degree of debt-servicing difficulty, per the 
classification and schedule established in Bank of Spain Circular 
411991. 

d) Gowmment debt secwit;es, debmtuws and other debt s e w i t i t s -  

The securities comprising the Group’s fiued-income securities 
portfolio are classified as follows: 

1) Trading portfolio: which includes the listed securities held for 
the purpose of obtaining gains at short term taking advantage 
of market priae fluctuations. The securities in the trading 
portfolio are stated at market price at year-end. The differenoes 
arising from valuation variations (except for those arising from 
accrued interest) are recorded at their net amount under the 
“Market Operations” caption in the accompanying 
consolidated statements of income (Note 28-b). 

2) Held-to-matudy portfolio: which includes the securities which 
the Group has decided to hold until final maturity, since it has 
the financial capacity to do so, or has appropriate hedging of 
the value of these investments against interest rate fluctuations. 
Securities allocated to the held-to-maturity portfolio are carried 
at acquisition cost adjusted by the amount resulting from 
accrual by the interest method of the positive or negative 
difference between the redemption value and the acquisition 
cost over the term to maturity of the security. The gains or 
losses on disposal of debt securities classified in this portfolio 
are recorded as extraordinary incomdlosses in the consolidated 
statement of income and, if gains are obtained, a specific 
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provision is recorded for the amount thereof. This provision is 
released on a straight-line basis over the term to maturity of the 
securities sold. No fixed-iicome securities classified in this 
portfolio were sold in 2003,2002 or 2001. 

3) Available-for-sak portfolio: which includes all other securities 
not classified in either of the two portfolios described above. 
The debt securities in the available-for-sale portfolio are 
individually stated at acquisition cost, adjusted by the accrued 
amount of the difference b e e n  acquisition cost and 
redemption value. 

A securities revaluation reserve is recorded for the net difference 
with respect to the total market value of this portfolio, if lowe4 
based on the year-end closing market prices in the case of listed 
securities, and on the present value at market interest rates on 
that date in the case of unlisted securities. The unrealized losses 
on securities sold to third partifl under repurchase agreement 
are written down for the proportional part of the period from 
the expxted repurchase date to the maturity date. Also, 
securities acquired to hedge other transactions at the same term 
and with fixed interest, which therefore are not exposed to 
interest rate risk, are recorded at acquisition cost. 

The writedown of the listed fixed-income portfolio is charged 
to asset accrual accounts, which are presented together with the 
securities written down under the appropriate consolidated 
balance sheet captions, or to income in the case of permanent 
losses. As of December 31,2003, the balance of these accounts 
amounted to e69,687 thousand (Note 9). As of December 31, 
2002 and 2001, these accrual accoum had no balance. 

Bank of Spain Circular 411991 also requires that an additional 
securities revaluation reseme be recorded for the amount of the 
gains on the disposal of fixdincome securities in the available- 
for-sale portfolio, which is applied to the asset accrual account 
described in the preceding paragraph, up to the balance 
calculated therefor. 

e} Equity securiries- 

Securities in the trading portfolio, which includes the portions 
of the associated companies which are not held at long term, are 
stated at marker price. The net differences arising from price 
fluctuations are recorded under the ‘‘Market Operations” capaon in 
the accompanying consolidated statements of income. 

Equity securities representing holdings in subsidiaries not 
fully consolidable or holdings of generally 20% or more in 
unlisted companies (3% if listed) which do not meet the conditions 
for proportional consolidation are accounted for by the equity 
method as indicated in Note 2-c, except for holdings for which 
hedging transactions were arranged to eliminate the equity price 
risk, which are valued at acquisition cost. The investments 
accounted for by the equity method were valued on the basis of 
the interim, to date unaudited, financial statements furnished by 
the companies. 

Other equity securities are recorded in the consolidated balance 
sheets at the lower of cost, revalued where appropriate, or market. 
The market value of these securities was determined as follows: 

- Listed securities: lower of average market price in the fourth 
quarter or year-end closing price. 

- Udisred securities: underlying book value of the holding per 
the latest available balance sheet, after taking into account 
the income projections for coming years and other 
unrealized gains which were used in determining the 
acquisition cost and persisted at year-end. 

The difference between acquisition cost and the amount 
calculated as indicated in the preceding paragraph, which 
may be offset by the annual increase in the underlying book 
values of the investee over a maximum period of twenty 
years, need not be written down. 

The securities revaluation reserve is recorded to recognize the 
unreahd losses arising from application of the aforementioned 
methods, and is presented as a reduction of the balances of the 
“Common Stocks and Other Equity Securities” and “Invesrments in 
Non-Group Companies” captions on the asset side of the 
accompanying consolidated balance sheets (Notes 2-f, 10 and 11). 
This reseme is recorded with a charge to the “Marka Operations” 
caption in the accompanying consolidated statements of income. 

Equity securities were revalued pursuant to the applicable 
enabling legislation on account revaluations or by the methods 
stipulated in the regulations on corporate mergers which were 
applied at the related merger dates (Note 24). 

f )  Inkrngrble assets- 

This caption in the accompanying consolidated balance shects 
includes, among other items, the payments made to acquire compute1 
applications, which are amortized over a maximum period of three 
years. 

This caption also includes incorporation and preopening 
expenses, expenscs of capital increases carried out at the Bank and 
subsidiaries and the unamortized expenses of bond and other 
financial instrument issuances. These expenses are amortized in a 
maximum period of five years, except for the financial instrument 
issuance expenses, which are amortized over the life of each issue. 

g) Consolidation goodwill and negafive wnsolidntion difference- 

The positive differences between the acquisition cost of shares 
of subsidiaries or companies accounted for by the equity mcthod 
(Note 2-4 and their underlying book value are recorded as goodwill, 
if they cannot be classified as additions to the value of specific assets 
of the acquired companies. 

As these differences are deemed to persist, they are generally 
amortized on a straight-line basis over a maximum period of ten 
years (20 years for certain basically nonfinancial holdings), since it is 
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considered that this is the period over which the underlying 
investments will contribute to obtaining income for the Group. In 
2002 the Group wrote off in full the goodwill resulting from its 
holdings in companies located in certain Latin-American countries, 
mainly BBVA Banco Continental, S.A., AFP Horitonte, S A .  (Perh), 
BBVA Banco Ganadero, SA., BBVA Horizonte Pensiones y 
Cesantias, S.A. (Colombia) and BBVA Uruguay, LA. In 2001 the 
Group wrote off in full the unamortized goodwill as of December 31, 
2001, resulting from its holdings in Argentine companies (Notes 3 4 ,  
4 and 13). 

The unrealized gains assigned to specifc assets are amonid, if 
appropriate, on the basis of their disposal or effective decline in value 
over a maximum period of ten years in the case of operating assets. 

Whm the cost of acquisitions is lower than their underlying 
book value, a negative consolidation difference arises which i s  treated 
as a provision and may not be credited to income unless the 
investment in the capital stock of these companies is fully or partially 
disposed of or in the event of the unfavorable evolution of the results 
of these companies (Note 13). 

b) P- and equipment- 

Assets for own use 

Property and equipment are carried at cost, revalued where 
appropriate pursuant to the applicable enabling legislation (Note 24), 
net of the related accumulated depreciation. The buildings owned by 
certain of the Group companies which were involved in mergers were 
stated, pursuant to the applicable legislation, on the basis of the 
market prices on the related merger dates as determind by 
independent appraisers. 

Depreciation is generally provided at the following depreciation 
rates: 

Annual 
Depredation Rate 

Buildim 1.33 to 4 ., 
Fumiture 
Fixtures 

8 to 15 
6 to 12 

Office and automaaon equipment 8 to 33 

Revaluation surpluses are depreciated over the remaining years 
of useful life of the revalued assets. 

Gains or losw on disposal of property and equipment are 
recorded under the ‘Extraordinary Income” or “Extraordinary 
Losses” captions, respactively, in the consolidated statements of 
income, 

Assets received in payment of deba- 

These assets are recordd at the lower of the book value of the 
assets used to acquire them or market value, net, initially, of any 
provisions covering the asws received, up to 25% of that value. In 
accordance with Bank of Spain regulations, additional provisions are 
recorded in the years following foreclosure of the assets based on 
their age, type of asset and appraisal by independent appraisers. 

The provisions recorded with a charge to the “Extraordinary 
Losses’’ caption in the accompanying consolidated statements of 
income are presented as a reduaion of the balance of the -Property 
and Equipment - Other Property” caption in the accompanying 
consolidated balance sheets (Notes 14 and 28-g). 

i) Treasury stock- 

The balance of the ‘Treasury Stock” caption in the 
accompanying consolidated balance sheets as of December 31,2003, 
2002 and 2001, relates to shares of Banco Bilbao V m y a  Argentaria, 
S.A. owned by the Bank and by consolidated subsidiaries (Note 23). 
These shares are reflected at cost, net, where appropriate, of the 
provision recorded to write them down to the lower of consolidated 
underlying book value or market price. 

The provision mentioned above is recorded with a charge to the 
‘Losses on Group Transactions” caption in the accompanying 
consolidated statements of income. Gains or losses arisiig from the 
disposal of Bank shares are recorded under the “Income on Group 
Transactions” or “Losses on Group Transactions” captions 
respeftively, in the accompanying consolidated statements of income. 

The treasury stock and shares of Group and associated 
companies that are acquired as a result of futures hedging 
transactions related to certain stock market indexes are valued at 
market price. Valuation differences are recorded under the “Market 
Operations” caption in the consolidated statement of income. 

In accordance with the revised Spanish Corporations Law, a 
restricted reserve has been recorded for the net book value of the 
aforementioned treasury s d  (Note 24). 

The total Bank shares owned by the Bank and consolidated 
companies represented 0.2343%, 0.3347% and 0.189% of the 
capital s t d  issued by the Bank as of I)ewnber 31,2003,2002 and 
2001 respectively. The subsidiaries not fully consolidable held 
0.0026%, 0.0061% and 0.00187% of the Bank’s capital stock, as of 
those dates, respectively. 

j )  Pension commitments and 0th commitments to employees- 

Pension conunitmen& 

-In-house pension provisions 

- Companies in Spain 

In 2003,2002 and 2001 the Group offered certain employees 
the possibility of taking early retirement before the age stipulated in 
the current collective labor agreement. 1,944,1,439 and 1,887 
employees availed themselvm of this offer in 2003,2002 and 2001, 
respaively. The total cost of these agrmenfs  was €799,826 
thousand in 2003, €575,906 thousand in 2002 and €731,743 
thousand in 2001 (Notes 20 and 24), including indemnities, deferred 
compensation and future contributions to external pension funds. To 
meet this commitment, the related provisions were recorded, after 
considering the tax effect, with a charge to the ‘Additional Paid-In 
Capital” and “Resewes” captions in the accompanying consolidated 
balance sheets as of December 31,2003,2002 and 2001 (Notes 2-h 
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and 24), and with charges amounting to €410 thousand and 
€76,729 thousand in 2003 and 2002, respectively, to the 
“Extraordinary Losses” caption in the accompanying 2003 and 2002 
consolidated statements of income based on the authorizations by the 
related Shareholders’ Meetings and the express authorization of the 
Bank of Spain, in accordance with Rule 13 of Bank of Spain Circular 
411991. ’Ihe commitments to this employee group from their normal 
retirement age are included in the Employee Welfare System, as 
described below. 

The early retirement payments payable, which include the 
present value of the compensation and indemnities payable to and of 
the future contributions to the external pension funds of the 
personnel who took early retiranent in 2003 and prior years, 
through their normal retirement date, amounted to €2,392,907 
thousand (€1,942,975 thousand as of December 31,2002, and 
€1,715,218 thousand as of December 31,2001), net of the payments 
of €429,168 thousand made in 2003 (€407,153 thousand in 2002 
and E346,061 thousand in 2001), and are included under the 
“Provisions for Contingencies and Expenses - Pension Provision” 
caption in the accompanying consolidated balance sheets. 

In addition to the above, there are other internal pension 
provisions amounting to €3,009 thousand as of December 31,2003 
(€949 thousand, €1,530 thousand as of December 31,2002 and 
2001, respectively), which are not subject to the extemalization 
process. 

-Companies abroad 

Certain Group entities abroad have pension and other 
commitments to their anployees, the accrued liability of which 
amounted to €598,539 thousand, €640,493 thousand and 
€622,168 thousand as of December 31,2003,2002 and 2001, 
respectively, and is included under the “Provisions for Contingencies 
and Expenses - Pension Provision” caption in the accompanying 
consolidated balance sheets. ESS2,556 thousand, €570,060 
thousand and e555,618 thousand of these amounts as of December 
31,2003,2002 and 2001, respectively, related to provisions recorded 
by BBVA Bancome4 S.A. (Notes 4 and 20) to cover accrued defined 
benefit pension commianents and long-service bonuses at the 
retirement date and ut cover, from 2002, post-rerirement 
occupational obligations regarding medical services. The shortfall for 
past services as of December 31,2003, resulting from the recording 
of the latter commitment amounted to 6171,854 thousand (Note 15) 
and is amortized over the average remaining working life of the 
employee group. The actuarial studies to evaluate these commitments 
were performed on an individual basis and quantified using the 
projected unit credit method and the discount rates and mortality 
and disability r a t s  authorized by the Mexican National Banking and 
Securities Commission. In 2003, net charges of €48,338 thousand 
were made by BBVA Bancome4 LA. in this connection and were 
reforded with a charge to the “General Administrative Expenses - 
Personnel Costs” caption in the accompanying 2003 consolidated 
statement of income. 

-External pension funds 

Under the current collmive labor agreement, Spanish banks are 
required to supplement the social security benefits received by 
employees or their beneficiary rightholders in the event of retirement 
(except for those hired after March 8,1980), permanent disability, 
death of spouse or death of parent. 

Since 2000, by virtue of the collective agreement on the 
employee welfare system dated November 14,2000, all the 
commitments to serving and retired employees of the Group’s 
Spanish banks have been externalized and instrumented in external 
pension plans and insurance policies. This employee welfare system 
covers all employees, including those h i d  subsequent to March 8, 
1980. The employee welfare system also includes the pension 
commitments and obligations to former directors of the Bank with 
executive functions, amounting to €80,387 thousand as of December 
31,2003 and €80,477 thousand as of December 31,2002. 

On December 29,2003, a collective agreement was entered into 
whereby, inter alia, the defined-benefit retirement system applicable 
to certain Pension Plan groups i s  transformed into a new defined- 
contribution system. This agreement will come into force on January 
1,2004, and will not give r i e  to additional provisioning 
requirements for the Group. 

The employee welfare system includes defined contribution 
commitments, the amounts of which are determined in each case as a 
percentage of certain compensation items andor a preset annual 
mount, and defined benefit commitments that are covered by 
insurance policies. These latter co”iunents as of December 31, 
2003,2002 and 2001, were valued in accordance with the 
externahation contram entered into by the Group’s Spanish banks 
and the insurance companies using P E W  2000 mortality tables 
( G R W  95 for the insurance policies between the external pension 
plans and the insurance companies) and discount rates lower than 
the internal rates of retum on the investments assigned to cover 
them. 

The status of the commitments covered by external pension 
plans as of December 31,2003,2002 and 2001, is as follows: 
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Thousands of Euros 
2003 2M12 2001 

Pension commitments to retired 
e m p l o p  (*) 

Insurance contram (mahatical 

With insurance mmpania relaad 

h m a l  pension funds 429,036 400,122 377,663 

"S) 

to the Group 1,548,077 1,469,260 1,342,240 
With unrelated insurance companis 629,533 662,613 548,496 

2,606,6% 2,531,9Yj 2,268,399 
Possible commitments to rening 

rmployets 
h m a l  p i o n  funds 

Employees with full mverage 
of accrud and u n a c d  possible 
commimts (') 470,266 487,056 506,434 

Other employees (") 1,351,415 1,252,123 1,180,245 
1,12S,bSl 1,739,179 3,686.679 

Insuranoe mntracts with insurance 
companier (mathematid 
me& in the Group (***) 163,679 145,622 258,125 

1,992,360 1,884,801 l,YU,XW 
4,599,006 4,4t6,Y96 4,213,203 

(') C""sinmummted in defined benefit systems. 
("1 Commiunm6 inmummtcd in defined contribution sptcms. 
1"') Commim~na of which as of Dcccmba 31,2M)3, €135,900 hourand arc instru- 

menred in d c M  benefit s y m x  and€27,79 thwsand in defined contribution 
FmS. 

-Differences in the pension fund- 

The extemalization process, in which new valuation 
assumptions were used, disclosed differences which represent the 
discounted present value of the contributions yet to be made to the 
external pension funds for possible pension commitmen& as of 
December 31,2000. These amounts were calculated using discount 
rates of 3.15% for the insurance contracts and 5.64% for the 
external pension plans. The initial differences that arose were 
recorded with a charge to accrual accounts and are b i g  amortized 
over a maximum period of fourteen years in the case of the external 
pension plans, and over nine years in the case of the insurance 
contracts, starting from 2000 in accordance with the stipulations of 
Bank of Spain Circular 5/2000 and as required by the transition 
regime established in current regulations. In turn, the initial 
differences were credited to the "Deposits" caption on the liability 
side of the consolidated balance sheets, reducing the balance for the 
payments made. For presentation purposes, the balances of these two 
items as of December 31,2003, are included at the net amount under 
the "Other Assets' caption in the consolidated balance sheet as of 
that date (Note 15). The variations in 2003 in this connection were 
as follows: 

Thousands of Euros 
Pensions Possible 

Commitments Commitments 
to Retired to Serving 
Employee Employees Total 

Othcr assets - IXffcrtnccs in thc 

Balance at January 1,2003 
pension fund 

External pension plan - 536,529 536,529 
Insurance conrracts 99,493 67,442 166,935 

99,493 603,971 703,464 
Amomzation 

External pension plan - (50,401) (50,401) 
Insurance contrack (16,582) (8,678) (25,260) 

(16,582) (59,079) (75,661) 

Balancc at Dcccmbcr31,2003 S2,Y 11 .i27,513 612,421 
Depositt - Defcrrcd conmbutions 
Balance at January 1,2003 (114,341) (81,619) (195,960) 

Interest cost allocable: (2,760) (1,849) (4,609) 

Paymens made: 14,944 9,106 24,050 
Reduction due to assignment 

Other variations - (15,379) (15,379) 

Add- 

Less- 

of invesunents: 3,476 1,798 5,274 
18,420 10,904 29,324 

- 27,964 27,964 Other variations 
Balann at Deccmber 31,2003 (98.681) (44,600) (143,281) 
Net balance at Dncmbcr 31, 

2003 (Note 15) (15,770) 484,913 469,143 

-Statement of income+ 

The charges recorded in 2003,2002 and 2001 to cover the 
aforementioned commitments are summarized as follows: 
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Thousands of Euros 
2003 2002 2001 

Other commitments to employees 

Tne situation as regards performance bonuses payable in shares Detail by item- 
Allocabie interest cost of deferred 

contributions 
Expense of contributions made 

in the year by Spanish banks 
in the Group to external pension 
funds and insurance companies- 

Accrued in the year 
Extraordinary 

Expense of contributiom made 

Net charges by Spanish banks in the 
by other Group entines 

Group to in-house pension 
provisiom 
Net charges by other Group 

companics to in-house pension 
provisions 

Detail by account- 
Financial expenses - 

Cwtomer deposits 
Financial expem ~ Cost allocable 

to the recorded pension provision 
(Note 20) 

General administrative expenses - 
Personnel costs- 
Net charges to in-house pension 

provisions (Notes 20 and 28-c) 
Contributions to external pension 

funds (Note 2 8 ~ )  
Extraordinary losses- 

Net extraordinary charges to 

as of December 31,2003, and the variations in 2003 were as follows: 
4,609 9,280 39,464 

68,366 79,752 72,073 
97,462 87,342 85,885 

170,437 176,374 197,422 

10,135 13,805 18,199 

87,526 156,910 42,378 

59,653 43,824 32,749 
327,751 390,913 290,748 

4,609 9,280 39,464 

69,893 60,041 42,480 

56,420 39,067 32,203 

78,501 93,557 90,272 

in-how pension provisions (Note 20) 2,240 3,345 445 
Other losses 116,088 189,501 85,884 

327,751 390,913 290,748 
Evttaordinaly income- - (3,878) - 
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opliom 

Exercised 00 to Early 
options Exerciscddue 

Plans KSharer Maturityof Retirements N’Shares Year Expiation Exa& Price (Euros) 
in Force at 01/01/03 the Plan and Other (2) at 12/31/03 Granted Grmp Date (1) 01/01/03 12/31/03 

1998 (3) 4,242,866 (682,591) (320,014) 3,240,261 1999 Employees 06/01/03~07/31/04 6.01 6.01 
1999 (3) 5,103,957 (554,846) (21,308) 4,527,803 2000 Employees 06/01/03 - 07/31/04 10.65 10.65 

1997 3,500,409 (3,341,379) (159,030) - 1998 Employees OUZO103 3.67 - 

2000 7,292,410 - (45,835) 7,246,575 2001 FJIIP~OY~~S 03/31/03 - 03/31/04 12.02 12.02 

bonuses 6,646,957 (278,460) (90,136) 6,278,361 (4) Employees (4) - - 
Long-senice 

Total 26,786,599 (4,857,276) (636,323) 21,293,000 6.73 7.27 

(1) The dam indicared are the commenment and expiration dates of the period during which the option can be exacid. 
(2) Including both papena to early retirees and 0th variations in the number of options or share outstanding. 
(3) The 1998 and 1999 are d e d  togetha 
(4) When employccr mmplm lS,X, 40, and 50 years’ service at Banco Bilbao Vilraya Argenraria, S.A. 

The remaining life of options outstanding as of December 31, when the employee completes 1 5 , 2 5 4 0  or 50 years’ service at 
Banco Bilbao Kzcaya Argentaria, S.A.). 2003, excluding long-service bonuses, was 0.42 years. 

From 2001 to 2003 no new stodt options were granted, except The situation as regards performance bonuses payable in shares 
as of December 31,2002, and the variations in 2002 were as follows: long-service bonuses in shares accrued by employees (to be settled 

OptiOIE 

Options Exercised due 
Exercised on to Early 

Plans WShares Maturityof Retiremas Wsharer Year Expiration Exercise Price (Euros) 
in Force at 01/01/02 the Plan and Other (2) at 12/31/02 Granted Group Date (1) 01/01/02 12/31/02 

1996 4,200,729 (4,116,073) (84,656) - 1997 Employees 02/20/02 2.00 - 
1997 3,509,418 - (9,009) 3,500,409 1998 Employees OU20103 3.67 3.67 
1998 4,248,031 - (5,165) 4,242,866 1999 Employees 06/01/03 - 07/31/04 6.01 6.01 
1999 5,785,077 - (681,120) 5,103,927 2000 FJIIPIOY~YS 06/01/03 - 07/31/04 10.65 10.65 
2000 8,995,381 - (1,702,971) 7,292,410 2001 Employees 03/31/03 - 03/31/04 12.02 12.02 

bonus 7,070,618 (383,040) (40,621) 6,646,957 (3) Employees (3) - - 

Insurance AD 5,469,923 - (5,469,923) - 2000 Managers 01/01/01 - 12/31/02 15.18 - 

Longsenice 

Extrabonus AD 15,476,500 - (15,476,500) - 2000 ,Managers 1U31102 16.50 - 

T O ~ I  5 4 , 7 ~ , 6 n  (4,499,113) (23,469,965) 26,786,599 10.13 6.73 

(1) The dates indicated are the c o m m e n t  and expiration dates of the period during which the option can be “ i d .  
(2) lnduding both payments to early redm and o b  variations in the n u m b  of options or sham outstanding. 
(3) Wm mplop comph 15,2$,40, and $0 y a m ’  =vice at Banco Bilhao Nmya Argentaria, S.A. 
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ne weighted-average exercise price of options exercised in 
2002 before the expiration date, excluding long-senice bonuses, was 
€11.26. The remaining life of options outstanding as of December 
31,2002, excluding longservice bonuses, was 0.85 years. 

The situation as regards performance bonuses payable in shares 
as of December 31,2001 and the variations in 2001 were as follows: 

OptiORp) 

mons Exw6sed due 
Exacised on to Early 

Plans N'Shares Maturityof Retirements WSharm Year Expiration Exercise Price (Euros) 
in Force at 01/01/01 the Plan and other (2) at 1U31/01 Granted Group Dare (1) 01/01/01 12/31/01 

- 1995 4,716,666 (4,716,666) - - 1996 Employees 0uz0101 1.32 
1996 3,560,958 I 639,771 4,200,729 1997 Employees 0120102 2.00 2.00 

1997 3,821,454 (312,036) 3,509,418 1998 Employees 02120103 3.67 3.67 
1998 4,678,873 (430,842) 4,248,031 1999 hployee~ 06/01/03 - 07131104 6.01 6.01 
1999 5,796,149 - (11,072) 5,785,077 2000 Employees 06/01/03 ~ 03/31/04 10.65 10.65 

2000 10,000,000 - (1,004,619) 8,995,381 2001 Employees 03/31/03 - 03131104 12.02 12.02 
Long-service 

bonus 7,708,315 (496,980) (140,717) 7,070,618 (3) Employees (3) - 
habonus AD 15,476,500 - - 15,476,500 2000 Managers 1131102 16.50 16.50 
Insurance AD 5,469,923 - 5,469,923 2000 Managers 01/01/01 - 12131102 15.18 15.18 - 

Total 61,228,838 (5,213,646) (1,259,515) 54,755,677 9.40 10.13 

(1) The dam indicatpd are the commenmncnr and expiration dam of the pid dutingwhicb the ophon can bc ocercised. 
(2) Including both payments to carly r" and o h  variations in tte n u m b  of opdm M sham outwnding. 
(3) When wployea complete 15,25,40, and 50 years' rrvice ar Banco Bilbao Wzcaya Argentaria, S.A. 

The weighted-average exercise price of options exercised in 
2001 before the expiration date, excluding long-service bonusm, was 
€8.39. The r e m a ~ g  life of options outstanding as of December 31, 
2001, excluding long-service bonuses, was 1.25 years. 

The grant date fair value of Plan 2000, Extrabonus AD and 
Insurance AD programs granted in 2000, were approximately €5.17, 
€2.36 and €1.72 per option, tespectively. The fair value of each 
option is estimated on the grant date using the Bla&-Scholes option 
pricing model with the following assumptions: risk-free interest rates 
of 5.4%, 5.39% and 5.49%, respectively; expected lives of 2.5,2.6 
and 2.6 years, respectively; expected volatilities of 30.5%, 31.31% 
and 29.27%, respectively and dividend yield of 2%, 2.19% and 
2.01%, respectively, 

In March 1999, pursuant to a resolution adopted by the Bank's 
Shareholders' Meeting on February 27,1999,32,871,301 new shares 
were issued at a price of €2.14 per share, similar to the average 
reference price of the bonus commiments to Group employecs at 
that date, which they were allocated to cover, which included the 
bonus commiments for the ymrs 1995 through 1998 and a portion 
of the accrued commiwnent relating to long-service bonuses. These 

shares were subscribed and paid in full by a non-Group company 
and, simultaneously, the Bank acquired a call option on these shares 
which can be exercised on any date, at one or several times, prior to 
December 31,2011, at an exercise price equal to the share issue 
price, adjustd on the basis of the antidilution clauses. On various 
occasions since 1999 the call option was partially exercised to meet 
commitments to Group employees, a total of 24,678,359 shares 
being purchased. Accordingly, as of December 31,2003, the Bank 
still held an option on a total of 8,192,942 shares (12,490,232 and 
18,262,345 shares as of December 31,2002 and 2001, respenivcly), 
at a price of €2.09 per share, after adjusmmt of the issue price as a 
result of the reductions in the par value in July 1999 and April 2000. 

Also, as of December 31,2003, the bonuses for 1999 and 
2000, which consist of a cash payment tied to the market price of 
4,527,803 and 7,246,575 Bark shares, respectively (5,103,957 and 
7,292,410 shares, respectively, as of Decembeq 2002, and 5,785,077 
and 8,995,381 shares, respectively, as of December 31,2001), and 
the other accrued long-service bonus commitments (1,325,680 
shares, 1,900,000 shares and 1,311,451 shares in 2003,2002 and 
2001, respectively) had been hedged in full with call options and 
other futures transactions (Note 3-m). 
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Additionally, the time period stipulated in the variable 
compensation program tied to the BBVA share price for executive 
directors and senior managers of the Bank ended on December 31, 
2002. This program was completed with the granting of loans or 
credit facilities for the acquisition of BBVA shares on the market and 
guaranteed a maximum loss in the share value of 5% of the 
acquisition cost. Since at the t i e  of maturity of the program the 
share price was below the value set (€15 plus lo%), the program 
beneficiaries were not entitled to receive any amount under the 
program. 

In 2003 an insurance policy w a ~  arranged for €570 thousand 
to cover the pension commitments to former nonexeortive directors. 
This amount was recorded under the “Personnel Costs” caption in 
the 2003 statement of income. 

k) Severaila mts- 

Under current Spanish labor legislation, companies are 
required to pay severance to employees terminated without just 
cause. There is no labor force reduction plan which would make it 
necessary to record a provision in this connoxion. Howeveg as 
required by Bank of Spain Circular 5/2000, the Group recorded in- 
house provisions, with a charge to the “Extraordinary Losses” 
caption in the accompanying 2003,2002, and 2001 consolidated 
statements of income, to cover, in accordance with the schedule 
established in that Circulag the contractual severance paymarts for 
terminations or dismissals additional to those provided for by 
current legislation on a general basis. As of December 31,2003, 
2002 and 2001, these provisions amounted to €37,458 thousand, 
e37,490 thousand and €19,636 thousand, respectively, and were 
recorded under thc “Provisions for Contingencies and Expenses - 
Pension Provision” caption in the accompanying consolidated 
balance sheets (Note 20). 

1) Corporate income k r ~  and other W- 

These captions in the consolidated statements of income include 
all the debits or credits arising from Spanish corporate income tax 
and those taxes of a similar nature of subsidiaries abroad, including 
both the amounts relating to the expense accrued in the year and 
those arising from adjustments to the amounts recorded in prior 
years (Note 25). 

The expense for corporate income tax accrued each year is 
calculated on the basis of hook income More taxes, increased or 
decreased, as appropriate, by the permanent differences from the 
income for tax purposes, Le. differences between the taxable income 
and book income before taxes that do not reverse in subsequent 
periods. The tax assets arising from tax losses at subsidiaries 
(basically Latin-American companies) and prepaid taxes arising from 
timing differences are only capitalized if they will be recovered within 
a period of ten years (Note 15). 

The tax benefit of tax credits for double taxation, tax relief and 
tax credits for certain activities or investments is treated as a 
reduction of the amount of corporate income tax for the year in 
which the taxcredits are used. Entitlement to these tax credits is 

conditional upon compliance with the legally stipulated 
requirements. 

m) Detivatiws and otber futwres transactions- 

‘Ihese instruments include, inter alia, unmatured foreign 
currency purchase and sale transactions, unmatured securities 
purchase and sale transactions, financial futures on securities, on 
exchange rates and on interest rates, forward rate agreements, 
options on exchange rates, on securities and on interest rates and the 
various types of financial swaps. These transactions are basically 
carried out for hedging and overall management of the fmancial risks 
to which the Group is exposed. 

In accordance with Bank of Spain regulations, transactions 
involving these products are recorded in memorandum accounts 
either for the future rights and commitments that might have a net 
worth effect, or for the balances that might be necessary to reflect the 
transactions, even if they did not have any effect on the Group’s net 
worth. Accordingly, the notional andor contractual value of these 
products does not express the total credit or market risk assumed by 
the Group. 

Also, the premiums paid and collected for options purchased 
and sold, respectively, must be recorded under the “Other Assets” 
and “Other Labilities” captions in the accompanying consolidated 
balance sheets as an asset for the purchaser and as a liability for the 
writer (Note 15), until their exercise or maturity date. 

Transactions whose objective and effect is to eliminate or 
significantly reduce currency, interest rate or price ri& on asset and 
liability positions or on other transactions were treated as hedging 
transactions, provided that the hedged asset and the hedging 
transactions were identified explicitly from initiation of the latter. 
Similarly, transactions which, although not specifically assigned to a 
specific hedged item, form part of global or macrohedges used to 
reduce the risk to which the Group is exposed as a consequence of 
overall management of correlated assets, liabilities and other 
transactions, were also treated as hedging transactions. 

As of December 31,2003,2002 and 2001, the Group had 
arranged share price risk and interest rate risk macrohedges 
consisting of securities listed on the main international stock markets 
and long-term deposit transactions, respectively. The security price 
macrohedges were valued at market price. The SetthentS relating to 
the interest rate macrohedge were recorded by the accrual method. 
These transactions are permanently subject to an integrated, prudent 
and consistent system of risk and eamings measurement, 
management and control mabling transactions to be monitored and 
identified. This system involves, for each macrohedge, the recording 
of provisions for credit, market and operational risk in accordance 
with banking practice for transactions of this type. As required by 
current legislation, each macrohedge transaction has been authorized 
by the Bank of Spain. 

The gains or losses arising from these hedging transactions are 
recorded symmetrically to the revenues or costs of the hedged item, 
and the collections or payments made in SetthentS are recorded 
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with a balancing entry under the “Other Assets” and “Other 
Liabilities” captions in the accompanying consolidated balance sheets 
(Note 15). Forward currency transactions classified as hedges are 
recorded for accounting purposes as described in Note 3-b. 

Nonhedging transactions, which are also known as trading 
transactions, are valued in accordance with Bank of Spain 
regulations, based on the market on which they are arranged: 

-Transactions arranged in organized markets are valued at mar- 
ket price in their respective markets and the gains or losses ari- 
sing as a result of market price fluctuations are recorded in full 
in the consolidated statement of income. 

-Theoretical closings are performed at least every month of se- 
curities and interest rate futures transactions arranged outsi- 
de organized markets, and provisions are recorded with a 
charge to income for the potential net losses, if any, in each 
risk category and currency arising from such valuations (No- 
tes 20 and 26). The potential gains, which amountd to 
E9,664 thousand, €1,137 thousand and €8,848 thousand as 
of December 31,2003,2002 and 2001, respectively, are only 
recognized in the accompanying consolidated statements of 
income when effectively realized (Note 26). This procedure is 
also applied to currency options traded outside organized 
markets. 

n) tlssers and liabilities qwid w kued at a dismunt- 

Assets and liabilities acquired or issued at a discount, except for 
marketable securities, are recorded at redemption value. The 
difference between this value and the amounts paid or received is 
recorded under the liability and asset “Accrual Accounts” captions in 
the consolidated balance sheets (Note 16). 

ti) lnveshnenfi in Argentina- 

Macroeconomic situation 

The economic crisis that beset Argentina in late 2001 and in 
2002 had repercussions on the solvency and liquidity of companies 
located in Argentina. This was due to a variety of factors, including 
most notably: 

The Law on Convertibility was amended in January 2002, 
giving rise to the end of parity with the U.S. dollar. The initial 
exchange rate in the official market was set at ARP IAORISS 
1. The exchange rates as of December 31,2003 and 2002, 
were AW 2.933/USS 1 and ARP 3.363NS5 1, respectively. 

* The measures mablished by the Argentine Government to 
control the movement of capital in 2002 were repealed in that 
same year and unrestricted access to deposits was restored. 

* The structural imbalances caused by the national government’s 
measures were largely offset by government bond issues. 
Howeveg the pesification gave rise to asymmetries and losses 
that were not fully offset. 

* Also, as a result of the devaluation and the inflationary 
pressures, the Argentine National Securities Commission and 
Central Bank decreed that financial statements as of Decemki 
31,2002 must be adjusted for inflation. Due to the positive 
trend in inflation, this measure was repealed on iMarch 1, 
2003. 

Although 2003 saw a substantial improvement in the economic 
situation, certain economic matters still remain to be addressed in 
order to enable Argentina to return to normality. 

BBVA Banco Franks Group 

In 2002 BBVA Banco Francis implemented a financial 
strengthening plan to enable it to meet liquidity requirements. This 
plan included, inter alia, the following measures: 

Financial assistance from BBVA to meet certain commitments 
assumed in the past and consisting of: a US$79 million loan 
that was subsequently converted into equity (Note 4) and 
loans totaling USJ80 million secured by pledge of customer 
loans amounting to USS120 million. Full provision was made 
for both risks in 2002. 

* The sale of 60.879% of BBVA Uruguay to BBVA, S.A. for US$ 
55 million. 

The capital increase approved by the Annual-Spcial 
Shareholders’ Metring of BBVA Banco Francis, S.A. on August 
7,2002 (Note 4). In this capital increase, BBVA converted into 
equity the aforementioned US3 79 million loan plus the 
accrued interest, together with the subordinated debt issued by 
BBVA Banco Francis and held by the Bank amounting to US$ 
130 million, These two transactions were fully provisioned at 
individual and consolidated level. 

Additionally, Argentine Government debt securities were sold 
to BBVA, S.A. under repurchase agreement. ?he balances 
outstanding on this transaction as of December 31,2003 and 2002, 
were €82,675 thousand and €98,867 thousand, respectively. 

In 2003 the Bank did not carry out any further investment or 
financial assistance transactions with respect to its subsidiaries in 
Argentina. 

BBVA Group - Consolidation of the Group companies h a t e d  in 
Argentina. 

The financial statements of the Group companies located in 
Argentina were prepared in accordance with the regulations in force 
in that country and the applicable unification adjustments were made 
in the accompanying consolidated financial statements on the basis of 
the information available. 

The Group has maintained the accounting policy established in 
December 2001 of annulling the underlying book value of the Banco 
Francbs Group in the consolidated books. Accordingly, as of 
December 31,2001, the Group recorded a provision amounted to 
€447,435 thousand which has been assigned to covering assets and 
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commitments in accordance with the terms of the preceding 
paragraph. 

As of December 31,2003,2002 and 2001, the Group has 
additionally recorded a specific provision amounting to €120,380 
thousand, €135,606 thousand and €170,201 thousand, respectively, 
to cover the value of the hed-iicome securities issued by BBVA 
Banco Francis that are held by the Bank and the US$ SO million loan 
mentioned above. 

The aforementioned provisions were recorded under the 
“Provisions for Contingmcies and Expenses” caption (Note 20). 
These provisions were not assigned to specific asms in view of their 
nature and their amount is equal to the Group’s investment in the 
BBVA Banco Franck Group, the lines of f m c i n g  and the fmd- 
income securides issued by that group and subscribed by BBVA. 

The Bad& directors and their legal advisers believe that these 
provisions reasonably cover the maximum losses which might be 
incurred by the Group while the situation described above continues 
and until such t i i e  as objective conditions of security and 
profitability for new potential investments are reestablished. 

(4) BANCO BILUAO VIZCAYA AKGENTAKLA 
GROUP 

Banco Bilbao Vicaya Argentaria, S.A. (BBVA) is the Group’s 
parent company. Its individual financial statements are prepared on 
the basis of the accounting principles and methods described in Note 
3, except for the valuation of the Bank’s direct holdings of 20% or 
more in unlisted companies and of 3% or more in listed companies, 
which, pursuanr to Bank of Spain Circular 411991, are recorded at 
the lower of cost, revalued where appropriate, or market. The 
market value is deemed to be the underlying book value of these 
holdings, adjusred by the amount of the unrealized gains disclosed at 
the time of acquisition and still exisring at the valuation date. 

The Bank represented approximately 63.94% of the Group’s 
assets and 49.5% of pretax profits as of December 31,2003 
(58.96% and 49.39%, respectively, asof December 31,2002, and 
52.82% and 54.08%, respectively, as of D m b e r  31,2001), after 
the related consolidation adjustments and eliminations. 

Summariied below are the balance sheets of Banco Bilbao 
Vizcaya Argentaria, S.A. as of December 31,2003,2002 and 2001 
and the statements of income for the years ended December 31, 
2003,2002 and 2001. 
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BANCO l I J L I M  VIZCAYA AHGENTARI.4, SA. 
XIALAKCE WEFT5 AS OF DECEMBER 31,?W3,2W2 AKD 2CX)I (SUMMAKIXD) 

- 'IhoiismA of euros - 
ASSETS 2003 2002(') 2001(*) 
CASH ON HAND AND DEPOSITS 

AT CENlRAL BANKS 2,359,183 1,671,111 2281,075 
GOVERN,UEN DEBT 

SECURlTIB 11,796,673 19,091,299 19273J61 
DUE ROM CREDIT 

INSr"0NS 19,562,686 19,662,904 18,728,729 
TOTAL NET LENDING 110,880,263 100,687,471 99,509,141 
DEBNURE AND OTHER 
DEBT SECURITIES 24,416,412 17,131,192 22,505,543 

COMUON flOCKS AND 
OTHER EQUITY SECUWneS 2,428,316 

COIMPANlEs 3583,687 
INVEs1?IIFhT IN GROUP 

COlWANIEs 7,?78,436 
WANGIBE ASSETS 193,244 
PROPERR AND EQUlPMENI 2,108,116 
TREASURY STOCK 56,071 
OTHER ASSETS 10,724,838 
ACCRUAL ACCOUNTS 1,426,032 

INVESTMFhTS IN NON-GROUP 
2,071,341 

4,357,296 

8,699,420 
191,903 

2,190,317 

8,994,431 
3,314,007 

97,555 

2,164,087 

4,306,431 

8,814,491 
165209 

2,357,123 
7 

7,263,368 
5,497,436 

TOTAL ASSETS 201,314,657 188,160,254 192,866j01 
MEMORANDUM ACCOUNFS 81584.665 78,116,151 77.512.135 

LIABUIEi AND EQUlTY 2003 2002(*) 2001(*] 

DUE TO CREDIT INSr"0NS 53329,332 47,029,366 55,251,331 

DEPOSm 101,419,493 98,472,990 96,615,730 
MARKETABLE DEBT 

SEcuRmK 13,630214 8,114,150 6,073,820 
OTHER LMBlllTlES 9,539,682 7,311,166 6,029,952 

ACCRUAL ACCOWS 1,654299 3,768,498 5,545,639 
PROVISIONS FOR 

CONIWGEh'GlH AND 
EXPENSES 3,736,487 3,064,754 2,711,414 

GENERAL RISK ALLOWAKE 

INCOME FOR 'ME YEAR 1,460,337 1207,096 1,3 1 1,561 
SUBORDINATED DEBT 10,442,327 9,735,124 10,232,345 
CAPITAL STOCK 1,565,968 1,565,968 1,565,968 

RF.SERVF.5 486,336 530,664 440,449 
REVALUATION RESERVES 176,281 176281 176,211 

TOTAL lJAWTIB lzND EQLIIY 204,311,657 188,160,251 IY?,tiCb,Si;l 

ADDITIONAL PAID-IN CAPITAL 6,273,901 6,512,797 6,834,941 

(') hwentrd for compariiron pu'pmes MIY. 

FINANCIAL EXPENSES 
INCOME FROM EQUlTIES PORTFOLIO 
NET INTEREST INCOME 
FEES COLLECTED 
FEES PAID 
MARKET OPERATIONS 
GROSS OPEKATING INCOhiE 
o m  0P"G INCOME 
GENERAL AD.wNIsTRATIVE EXPENSES 
DEPRECIATION AND AMORTIZATION 
OTHER OPERATING EXPENSES 
NIT OPEKATRC INCOME 
NET LOAN LOSS PROVISIONS 
mSECURmESWRTIFDOWNS 
NLT CHARGE TO GENERAL RISK ALLOWANCE 
MTRAORDINARY INCOME 
EXTRAORDINARY LOSSES 
PRE-TAX PROFIT 
CORPORATE INCOME TAX AND OTHER TAXES 
NET INCOME (Notc S) 
(') Pmnd for comparison pups ody. 

667,465 1,283,859 1,400,194 
3,616.63 4,188,150 4,201.714 
1,509,043 1,532,072 1,386,039 
(275,990) (275,284) (290,044) 
366,454 362,923 (71,877) 

5.216,166 5,807,861 5,225,862 
2,127 14,673 8,306 

(2,675,125) (2,625,233) (2,614,797) 
(247,544) (257,964) (270,627) 
(73,379) (87,795) (81,321) 

2,221J65 2.851,512 2,137,421 
(548,266) (631,928) (531,856) 
(369,942) (1,181,581) (976,812) 

I - 1,439 
825,743 512,816 YY8,855 

(366,754) (389,544) (536,0531 
1,762,346 123 I J0.5 3,151,996 
(302,009) (24,209) 158,565 
1,46O,Z37 lJO7,0% lJllJ61 
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BANCO UIK.H.40 VlLCAYA AKCEKMIA, SA. 
STATEMENTS OF CHASGES IN FINANCIAL POSn"I0X 

- Thousands of euros - 
FOR THE YEAR5 ENDED DECEiMBER 31,2003,2002 h i  2001 (SULUMARIZEI)) 

APPUCATION OF FUNDS 2003 2002 (*I 2001 (*) 
DMDENDS PAID 1,112,156 1,255,970 1,102,572 

NET PURCHASE OF TREASURY 
STOCK 

SUBORDINAT€D DEBT 
FINANCING, NET OF 
I", AT BANK 
OF SPAIN AND CREJAT AND 
SAVINGS INSr"0NS 

TOTAL NET LENDING 1 

- 97,548 3,178 
- 496,S21 204,927 

- 
756,330 

DEBT SECURlTE5 6,978,027 

SEcURmEs 324,153 
MARKETABLE SEcuRmEs I 

SHORT-TERM EQUITY 

ACQUISITION OF LONG-TERM 
INYESrmm- 
Purchase of investments in Group 

Additions to properry and equipment 
and associated companies 5,474,267 

and intangible assets 355,522 
5,829,789 

8,608,296 
1,802,746 

- 

62,550 
- 

6,3 11,401 

399,968 
6,711,369 

- 
8,156,795 
5,872,794 

458,615 
785,762 

5,894,598 

485,799 
6,380,397 

TOTAL FUNDS APPLIED 25,000,455 19,035,000 22,Y65,040 
(') Presented for comparison purposes only. 

SOURCE OF " D S  2003 2M)2(*) 2001(*) 
FROM 0PF.RATIONS: 
Net income 1,460,337 1,207,096 1,311,561 

Depreciation and amonintion 344,338 329,335 270,627 
Net provision for awt  writedown 

and other special provisions 1,182,798 2,404,260 1,667,620 
Losser on sal6 of investments 

Add- 

and b e d  assets 12758 62,475 82,972 
Less- 

Gains on sales of investments and 
fixed assets (668,477) (390,505) (821,205) 

2,331,754 3,612,661 2,511,575 
- 104,056 

- 

- 2,626,376 

CAPlTAL INCREASES 136,880 
NET SALE OF TREASURY 
STOCK 41,484 

SUBORDINATED DEBT 706,503 
FINANCING, NET OF 

INYESTiMEm, AT BANK 
OF SPAIN AND CRFDlT AND 
SAVINGS INSIITUIONS 6,267,516 

DEPOSlTS 2,946,503 
- 10,306,688 

857,260 1,435,466 
DEBT SEcuRmEs - 5,656,629 

MARKETABLE SECURmES 4,916,064 2,640,330 - 
SALE OF LONGTERM 

TNVESTMENTS- 
Sale of investments in Group 

and associated companies 7,056,294 4,807,104 5,166,983 

Sale of property and equipment 114,968 305,184 553,355 
7,171J62 5,112,288 5,720,338 

OTHER LIABILITY lTEEMS 
LESS ASSET ITEMS 482,489 155,832 260,541 

TOTAL FUNDS OBTAINED 25,000,455 lY,U35,000 22,965,040 
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The total assets and financial income of the most subsidiaries of 
the Group as of December 31,2003,2002 and 2001 are as follows: 

Thousands of Eurm 
2003 2002 2001 

COUNTRY 
Total 
Assets 

Finanaal 
Income 

Total Financial 
Assets Jnwme 

Total 
Assets 

BBVA Bancomer Group 
BBVA Chile Group 
BBVA Puerto Rico Group 
BBVA Banco Francb Group 
Provincial Group 
Continental Group 
BBVA Banco Gamdero Group 
BBVA Brad Group 

Mexico 
Chile 
Puerto Rico 
Argentina 
Vmauela 
PerU 

Colombia 
Brazil 

48,239,259 
4,566,384 
4,231,283 
4,203,309 
3,407,683 
2,936,889 
1,923,646 

- 

3,812,987 
230,695 
216,615 
278,888 
488,796 
171,985 
176,967 

- 

60,061,343 5,070,718 
4,309,550 300,519 
4,802,885 289,157 
5,916,673 1,081,248 
3,627,193 746,284 
3,510,614 204,232 
1,907,398 227,215 
4,020,841 1,218,811 

71,079,719 
4,181,488 
5,415,486 

11,333,454 
6,043,026 
3,740,783 
2,983,467 
6,390,255 

As of December 31,2003: 

- Grupo Financiero BBVA Bancomec S.A. 
- Banc Internacional D'Andorra, S.A. 
-Holding Condnental, S.A. 
- Banco Provincial, S.A. 
- PSA Finance Argentina Compaiiia Financiera, S.A. 
- Inversiones BanPro International Inc., N.V. 
- BBVA Horizonte Pensiones y Cesantias, S.A. 
- BBVA Chile, S.A. 
- Administradora Fondo Pensiones Provida, LA. 
-Uno< Bank, S.A. 
- BI-BM Gestio D'Actius, S.A. 

- BBVA & Partners Alternative Invest, A.V., S.A. 

As of Decembm 31,2002: 

- Grupo Financiero BBVA Bancomer, S.A. 
- Banc Internacional D'hdorra, S.A. 
-Holding Continental, S.A. 
-Banco Provincial, S.A. 
- PSA Finance Argcntina CompaZa Financicra, S.A. 

- Inversiones BanPro International Inc., N.V. 
- BBVA Hotionte Pensiones y Cesantias, S.A. 
- BBVA Chile, LA. 
- Administradora Fondo Pensiones Provida, LA. 
-Uno+ Bank. S.A. 

- A.Ek C r a q  S.A. 

Finanaal 
Income 

7,472,793 
363,938 
383,764 

1,352,265 
810,940 
272,926 
292,229 
761,669 

The subsidiaries fully consolidated as of December 31,2003, 
2002 and 2001 which, based on the information available, were 
more than 5% owned by non-Group shareholders, were as follows: 

- BI-BM Gestio D'Actius, S.A. 
-AVER Crecer, LA. 
- BBVA & Partners Alternative Invest, A.V., S.A. 

As ofDecember 31,2001: 

- G N ~ O  Financier0 BBVA Bancomeh S.A. 
- Banc Internacional D'Andorra, S.A. 
-Holding Continental, S.A. 
- Banco Provincial, S.A. 
- Inversiones BanPro, S.A. 
- Inversiones BanPro International Inc., N.V. 
- BBVA Horizonte Pensiones y Cesantias, LA.  
- BBVA Chile, S.A. 
- Administradora Fondo Pensiones Provida, S.A 

As of December 31,2002 and 2001, there were no Spanish or 
foreign credit institutions outside the Group with significant holdings 
in fully consolidated companies. 

Based on the information available as of December 31,2003, 
foreign credit institutions outside the Group held significant 
investments in the following fully consolidated companies: 

- PSA Finance, a Banque PSA Finance investee 

- AFP Provida, a Bank of New York investee 

The main changes in the consolidated Group and the situation 
as of December 31,2003, were as follows: 

BBVA-B"r Group (Mexia0)- 

Grupo Financier0 BBV-Probursa, S.A. de C.V. and the 
companies in its group, including most notably Banco Bilbao Vicaya 
Mexico, S.A., joined the Group in July 1995. 
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In the first half of 2000, it was resolved to merge Grupo 
Financiero BBV-Probursa, S.A. de C.V. and Grupo Financiero BBVA 
Bancome4 S.A. de C.V. (the holdings of which include most notably 
100% of BBVA Bancomet, S.A. and 51% of Administradora de 
Fondos para el Retiro Bancomer, S.A. de C.V. (AFORE Bancomer). 
This merger was carried out in July 2000, after the Group subscribed 
in June to a capital increase of USS1,400 million at Grupo 
Financiero BBV-Probursa, S.A. de C.Y. 

The Group’s holding in Grupo Financier0 BBVA Bancomer, 
S.A. de C.V. resulting from the merger, following open-market 
acquisitions of shares amounting to approximately USS325 million, 
s t d  at 36.6% as of December 31,2000. 

At the end of the year 2000 an agreement was reached with 
Bank of Montreal to acquire an additional 2.2% of Grupo 
Financiero BBVA Bancomer, S.A. de C.V. for approximately USS 
125 million, in a transaction which was performed in 2001. 
Also, on April 4,2001, the Group reached an agreement with 
Bank of Montreal to purchase 9% of its holding in Grupo 
Financiero BBVA Bancomer, S.A. de C.V. (812 million shares) 
which signified an investment of USS558 million. The 
transaction was performed in two tranches: the first consisting of 
500 million shares on April 5,2001, raised the holding to 45%, 
and the second, consisting of 312 million shares, raised the 
holding in Grupo Financiero BBVA Bancomer, S.A. de C.V. to 
48%. Also, in 2001 other acquisitions amounting to US$140 
million were made, leaving the total holding in Grupo Financiero 
BBVA Bancomer S.A. de C.V. at 48.76% as of December 31, 
2001. The increase in the total goodwill recorded in relation to 
Grupo Financiero BBVA Bancomer S.A. de C.V. in 2001 
amounted to €739 million. 

As part of the placement of Grupo Financiero BBVA Bancomer 
S.A. de C.V. shares by the Government of Mexico in 2002, BBVA 
acquired approximately 276 million shares representing 3% of the 
entity’s capital stock for €240 million. Additionally, in November 
2002 the Group acquired a further 2.5% holding in the capital 
stodt of BBVA Bancomer for €175 million, thus raising the Bank’s 
ownership interest to 54.67% as of December 31,2002. The 
increase in goodwill recorded in 2002 was €338,350 thousand 
(Note 13). 

Lastly, in 2003 the Group made additional purchases of 4.76% 
of the capital stock of BBVA Bancomer for a total of €304 million, 
leaving the Bank’s holding at 59.43% as of December 31,2003. The 
increase in goodwill recorded in 2003 was €160,615 thousand 
(Note 13). 

BBVA Banm Frank (Avt ina)  (Nok 3-4- 

In December 1996, the Group acquired 30% of BBVA Banco 
Franc&, S.A. (formerly Banco Francis No de la Plata, LA.) and took 
on its management. From that date through December 31,2001, 
additional acquisitions were made to increase the Group’s holding in 
this entity to the 68.25% as of December 31,2001. The total cost of 
this holding was US9 1,179 million. As of December 31,2001, the 
Group amortized the unamortized goodwill as of that date relating to 

BBVA Banco Francis, which amounted to €13,998 thousand (Notes 
3-g and 13). 

On May 30,2002, BBVA Banco Francis reached an agreement 
with the Argentine authorities to increase capital, for which BBVA 
would contribute the subordinated marketable debentures of BBVA 
Banco Francis held by it amounting to USSl30 million and a 
financial loan granted to BBVA Banco Francis amounting to US% 79 
million (Note 3-13 The preemptive subscription period ended on 
December 26,2002. In accordance with the issue terms, a total of 
158.4 million new sham were issued, which increased the Bank‘s 
capital stodt to 368.1 million shares. The Group, as the majority 
shareholder, increased its ownership interest in the capital of BBVA 
Banco Francis, S.A. from 68.25% to 79.6% as a result of this capital 
increase. The resulting goodwill amounted to €34,786 thousand and 
was written off with a charge to the 2002 consolidated statement of 
income (Notes 3-fi and 13). 

As of December 31,2003, the holding was 79.6%. 

Consolidar G m p  (Atgertim) (No& 3-6)- 

Thc Consolidar Group joined the Group in October 1997, 
when a 63.33% ownership interest was reached through BBVA 
Banco Francis. 

As of December 31,2001,2002 and 2003, the Group held all 
the capital stock of Consolidar Administradora de Fondos de 
Jubilaci6n y Pensiones (AFJP), LA., Consolidar Cia de Seguros de 
Gda, S.A. and Consolidar Seguros de Retiro, S.A. (through Banco 
Francis, in percentages of between 53.89% and 66.67%). As of 
Daember 31,2001, the Group amortized extraordinarily the 
unamortized goodwill as of that date relating to Consolidar AFJP, 
which amounted to €109.030 thousand. 

Basw Bilbao ViZcayn Argent& herto Riw, SA- 

In July 1998 BBV Puerto Rico absorbed PonceBank, an entity 
with total assets of US$ 1,095 million, through a capital increase of 
USS166 million. Also in 1998, BBV Puerto Rico acquired the assets 
and liabilities of Chase Manhattan Bank in Puerto Rico for a 
disbursement of USS50 million (Note 13). 

In lMarch 2000, Citibank‘s automobile loan portfolio in Puerto 
k c o  was a q u i r d  for a disbursement of US$31 million additional 
to the adjusted net value of the loans. 

As of December 31,2003, the holding was 100%. 

BBVA G t ~ q  (Chile)- 

In September 1998, the Group acquired a 44% holding in 
BBVA Banco BHIF, S.A., currently BBVA Chile, S.A., and assumed 
the management of the group headed by this Chilean financial 
institution. In 1999 additional shares were acquired, bringing the 
Group’s total holding in this entity to 53.3% as of December 31, 
1999. In September 2000 the Group completed the contribution of 
the capiral subscribed in September 1998, with an amount of US$ 
108 million, which brought the Group’s holding to 62.6% as of 

... . . . . . . . -. . . - 
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December 2000. As of December 2001,2002 and 2003, the Group’s 
holding in BBVA Chile, S.A. was 62.89%, 66.098% and 66.27%, 
respectively. 

AFP w, SA (Cbik)- 

On July 1,1999, the Group acquired a 41.17% holding in, and 
assumed the management of, Adminiaradora de Fondos de 
Pensiones Provida, S.A. This acquisition was undertaken through the 
issue of 19,780,108 new shares resolved by the Special Shareholders’ 
Meeting on June 30,1999. These new shares were exchanged for all 
the shares of the companies that owned the aforementioned holding 
in AFP Provida, S.A. (Corp Group Pensions Ltd. and Brookline 
Investment Ltd.). Also, the Group made further invesuncnts in AFT’ 
Provida, mainly through the majority subscription to a capital 
increase carried out by this company in October 1999, which, 
together with the open-market acquisitions of USS11 million in 
2001 and USS51 million in 2000, brought the Group’s holding as of 
December 31,2003,2002 and 2001, to 64.32%. 

PIovirrcinl Gmup (venezueln)- 

In March 1997, the Group acquired 40% of the capital stock of 
Banco Provincial, S.A. and higher holdings in the other Provincial 
Group companies, thereby assuming management of the group. 
Additional acquisitions were made in subsequent years which raised 
the Bank’s holding in the Provincial Group to 54.98% as of 
December 31,2001,55.53% as of Decanber 31,2002 and to 
55.59% as of December 31,2003. 

Continental Gmup {Pen& 

In April 1995, thc Group acquired a 75% holding in the capital 
s t d  of Banco Continental, S.A. through Holding Continental, S.A. 
Subsequent acquisitions increased the ownership interest in Banco 
Continental to 81.78% as of December 31,2001. 

On November 26,2002, BBVA, as the owner of SO% of the 
capital stock of the Peruvian company Holding Continental, SA., 
subscribed to a capital increase at thk entity amounting to US$ 10 
million. This capital increase will be used to finance the tender offer 
to acquire the shares of Banco Continental which are not currently 
held by it (143,713,997 shares) at 1.59 soles per share. On 
November 27,2002, Holding Continental, S.A. submittd this 
transaction to the Lima Stock Exchange and to the related National 
Companies and Securities Supervisory Commission. The tender offer 
resulted in the acquisition of 8.84% of the capital stock of Banco 
Continental. In 2002 Holding Continental and its subsidiaries held 
91.51% of the aforementioned Bank. The holding in this company 
was increased to 92.01% in 2003. 

BBVA Banco G a d e m  Gmup (Colombia)- 

In August 1996, the Group acquired 40% of the common 
stock (equal to 35.1% of the total capital) of Banco Ganadero, 
S.A. (currently BBVA Banco Ganadero, S.A.). In 2000 this entity 
carried out a major financial restructuring and strengthening 
process which included a capital increase of approximarely US$ 

254 million, substantially all of which was subscribed by the 
Group. This capital increase, together with various additional 
acquisitions resulting in US$ 14 million of disbursements, raiscd 
the Group’s holding in BBVA Banco Ganadero, S.A. to 85.56Y0 as 
of December 31,2000. On January 23,2001, the Bank’s Board of 
Directors resolved to launch a tender offer to purchase all the 
shares of BBVA Banco Ganadero, S.A. The tender offer took place 
on April 9,2001, and gave rise to a disbursement of USS44.4 
million and increased the Group’s holding in BBVA Banco 
Ganadero, S.A. to 95.36%. This percentage of ownership was 
maintained as of December 31,2002. As of December 31,2003, 
the holding was 95.37%. 

BBV Brasil Group- 

In August 1998, the Group acquired control of Banco Excel 
Econlrmico, S.A. (Banco Bilbao V i y a  Argentaria Brasil, S.A.- BBV 
Brasil) and acquired substantially all its capital stock by subscribing 
the full amount of a capital increase carried out by the bank for US$ 
853 million. 

In addition, as part of the capitalization plan agreed upon with 
the Brazilian authorities, the Group placed a deposit at BBV Brasil 
amounting to US$700 million, convertible into capital in future 
years. USS31 million of this amount were convected in December 
2000 and USS46 million were converted in 2001. In 2002 the 
remaining deposit amount (USS623 million) was converted into 
equity. 

In 2002 the Group decided to reconsider the business model 
implemented in Brazil. As a result of the new approach, a strategic 
agreement was reached in that year with Banco Bradesco, S.A., 
which was executed on January 13,2003. The main aspefts of the 
agreement are as follows: 

- Integration of the banking and insurance business of BBVA in 
Brazil, carried on by BBV Brad and its subsidiaries, into 
Banco Bradesco, LA. through the transfer of all the hares of 
BBV Brasil owned by BBVA to Banco Bradesco, S.A. 

-As a consideration for the transfer of shares, BBVA will receive 
newly-iissued common shares and preferred shares of Banco 
Bradesco, S.A. representing 4.44% of its capital stock and, 
additionally, will receive cash amounting to 1,R64 million 
Brazilian reais. 

As of December 31,2002, the Group recorded the accounting 
effects of the agreement with a charge of €245,717 thousand to the 
“Losses on Disposal of Investments in Fully and PrOpOKiOnally 
Consolidated Companies” caption in the accompanying 
consolidated statement of income and a credit to the ‘Losses at 
Consolidated Companies Arising from Negative Exchange 
Differences on Consolidation” caption (Note 24) to eliminate, as 
required by Bank of Spain regulations, the accumulated negative 
exchange differences which were recorded against consolidation 
reserves and arose from the translation of the financial statements of 
BBV Brasil from the time of its acquisition. The aforementioned 
entry has no effect on the Group’s net worth. Also, a capital gain of 
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€92,000 thousand was recorded with a credit to the aforementioned 
caption in the accompanfmg consolidated statement of income, and 
a charge to the “Other Assets” caption in the accompanying 
consolidated balance sheet. Finally, a specific provision of E34,719 
thousand was recorded with a charge to the ”Extraordinary Losses” 
caption in the consolidated statement of income (Note 28-g) equal 
to the theoretical goodwill of the shares of Banco Bradesco, S.A. 
mentioned above. 

Once the related due diligence reviews were completed and the 
necessary regulators’ approval had been obtained, the agreement was 
executed on June 9,2003. 

Banco de Ctidib Lourl, SA- 

At the end of 2000 an agreement was entered into with the 
Dexia Group to terminate the strategic alliance for the institutional 
business which Argentaria had with that group. The agreement 
indudd the purchase by BBVA of the 40% of Banco de Cridito 
Local, S.A., owned by the Dexia Group since 1998, which was 
performed in January 2001 and gave rise to the disbursement of 
€429,435 thousand, generating goodwill of €298,037 thousand 
(Note 13). 

As of December 31,2003, the holding was 100%. 

Vatiations in tbe Group in 2003- 

The most significant transactions in 2003 were as follows; 

-On January 13,2003, the Group reached an agreement with 
Banco Bradesco, S.A. whereby the Group sold its bankiig 
subsidiary in Brazil and its Brazilian subsidiaries in exchange 
for 4.44% of i& capital stock and cash amounting to 1,864 
million Brazilian reais. Banco Bradesco, S.A. is accounted for 
by the equity method. 

- In 2003 the Group companies BBVA P r i m a  Banco, S.A. and 
BBVA Bolsa, LA. were dissolved without liquidation and their 
assets and liabilities were transferred to Banco Bilbao Vizcaya 
Argentaria, S.A. 

Vuriutim in tbe Group in 2002- 

The most noteworthy transactions in 2002 were as follows: 

-In 2002 Brunara, S.A., in which the Group has a 14.066% 
holding, was no longer fully consolidated and was accounted 
for by the equity method. 

-On January 25,2002, the Group and Grupo Progreso 
announced the launch of BBVA Crecer AFP, a new pension 
fund manager for the Dominican Republic market. As of 
December 31,2002, BBVA had a 70% holding in this 
company and Grupo Progreso had the remaining 30% 
holding. The total investment in 2002 was USS3.6 million. 

-The sale of all the share held by BBVA Banco Francis, S.A. in 
BBVA Uruguay (60.88%) to BBVA for US$55 million was 

formally executed on May 14,2002, after obtaining 
authorization from the Central Bank of Uruguay (Note 3-13, 
As a result of this transaction, the BBVA Group’s ownership 
interest in BBVA Uruguay rose from 80.658% to 100%. 

-On May 15,2002, Terra Networks and the Group entered 
into a preliminary agreement for the integration of Uno< 
Bank, S.A. and the individuals consumer financing business of 
Fianzia Banco de Cridito, S.A., a wholly-owned subsidiary of 
BBVA, whereby Terra Networks’ holding in Uno-e Bank, S A .  
stood at 33%. This integration transaction and the percentage 
of omership by Terra Networks were subject to the 
formalization of final contracts, which were executed on 
January 10,2003, and the obtainment of the required 
authorizations. Also, a mechanism was formally established 
for the liquidity of the shares held by Terra Networks in the 
resulting combined entity. 

Vuriutions in the Group in 2001- 

In 2001 the Group obtained income of €31,319 thousand from 
the sale of holdings. The most noteworthy of these transactions were 
as follows: 

-In February 2000, the Group entered into a strategic 
agreement with Telefhica, S.A., whereby, inter alia, the 
Telef6nica Group acquired a 49% holding in the capital stock 
of Uno-e Bank, S.A. The agreement was executed on August 2, 
2001, when Banco Bilbao Vizcaya Argentaria, S.A. sold 49% 
of its holding in Uno-e Bank, S.A. to Terra Networks, S.A. 

-The Group sold all the shares it held in Banco Bilbao Vizcaya 
Argentaria Maroc, which generated income of €5,109 
thousand. 

-Lastly, 80% of Futuro Bolivia, LA., AFP was sold, generating 
income of €15,759 thousand. 

(5) DISTRIBUTION OF INCOiME 

In 2003, the Board of Directors of Banco Bilbao Kzcaya 
Argentaria, LA. resolved to pay the shareholders three interim 
dividends out of 2003 income, amounting to a total of €0.27 gross 
per share. The aggregate amount of the intcrim dividends declared as 
of December 31,2003, net of the amount collected and to be 
collected by the consolidable Group companies, was €859,896 
thousand and is recorded under the “Other Assets” caption in the 
related consolidated balance shwt (Note 15). The last of the 
aforementioned interim dividends, which amounts to €0.09 gross per 
share, paid to the shareholders on January 12,2004, and was 
recorded under the ”Other Liabilities -Payment Obligations” 
caption in the accompanying consolidated balance sheet as of 
December 31,2003 (Note 15). 

The projected 2003 accounting statements prepared by Banco 
Bilbao Vucaya Argentaria, S.A. in accordance with legal 
requirements, disclosing the existcnu: of sufficicnt liquidity for 
distribution of the interim dividends, were as follows: 
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Thousands of Euros 
05-31-03 08-31-03 11-3003 

Intcrii dividend- First Second Third 
Income at each of the stated dates, 

after the pronsion for corporate 
income pdx 463,187 1,090,843 1,427,397 

Less- 

Maximum mount of possible 

Proposed mount of intnim 

Interim dividends distributed - (287,627) (57534)  

distribution 163,117 803,216 852,143 

dividend 287,627 287,617 287,626 

The Bank‘s Board of Directors will propose to the Shareholders’ 
Meeting that a fmal dividend of €0,114 per share be paid out of 
2003 income. Based on the number of shares representing the capital 
s t d  as of December 31,2003 (Note 23), the final dividend would 
amount to €364,327 thousand and income would be distributed as 
follows: 

Thousands of Euros 
1,460,337 2003 net income (Notc 4) 

Allocation to: 
Dividends (Note 2-d) 

-Interim dividend 826,880 
-Final dividend 364,327 

Voluntary reserves 233,130 

Notwithstanding the above, at its meeting on February 3,2004, 
at which these consolidatd financial statemem were prepared, the 
Board of Directors of BBVA resolved, inter alia, to increase capital by 
a nominal amount of €95,550,000 through the issuance of 
195,000,000 ordinary shares of E0.49 par value each, of the same 
class and series, traded by the book-entry trading system. Article 
161.1 of the Spanish Corporations Law provides for the possibility 
of the capital increase not being fully subscribed (Note 32). 

The new shares will entitle their owners to share in any 
distribution of dividends paid after the capital increase is registered in 
Iberclear’s accounting records, and in assets in the event of 
liquidation. As regards the dividend to be paid out of 2003 income, 
holders of the new shares will only be entitled to receive the amount 
of any final dividend, if any, that the Shareholders’ Meeting resolves 
to declare, if the shares are issued prior to the date of this 
Shareholders’ Meeting. If the capital increase has been subscribed 
and paid as of the date of the Shareholders’ Meting, the proposcd 
distribution of income shown above will be adjusted on the basis of 
the new shares issued so that the amount earmarked for dividends is 
increased by the amount necessary for the final 2003 dividend on all 
the shares issued and subscribed to be E0.114 per share, and that 
amount, up to a limit of E22,230 thousand, will be subtracted from 
the amount initially assigned to #Voluntary Reservesa, as shown in 
the foregoing table, based on the maximum number of shares shown 
above. 
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(6) GOVEKNMENT OEBT SECURITIES 

I h e  balances of this caption in the accompanying consolidated 
balance sheets are made up as follows: 

Book Market Book Market Book Market 
Value Value Value Value Value Value 

Fixcd-incomc portfolio: 
I~kld-tc-mmity portfolio- 
Listed government debt securities 
Available-for-sale ponfolio- 
Treasury bills 
Other listed bmk-mtry debt securities 
Other listed securities 

Less- 
Securities revaluation reserve (Note 2-4 

Trading pordolic+ 
Treasury bills 
Other book-enty debt securities 

613.946 652.625 1.860.783 1.983.010 2.271.905 2.381.703 

601,300 601,101 1,145,563 1,146,566 6,502,073 6,526,390 
12,092,631 12,275,181 9,243,858 9,538272 8,914,018 9,088,884 

21,562 21,651 24,784 27,219 75,433 79,514 
12,715,493 12,897,933 10,414,205 10,712,057 15,491,524 15,6Y4,788 

1 - 1  

12,715,493 12,897,933 10,414,171 10,712.057 15,491,518 1S,694,38 

4,804,191 4,804,191 4,697,945 4,697,945 3,113 3,113 
811,373 811,373 2,774,877 2,774,877 2,398,833 2,398,833 

5.615.564 5.615.564 7.472.822 7.472.812 2.401.946 2.401.944 , ,  , ,  

18.945.003 19.166.122 lY.767.776 20.167.889 20.165.369 20.478.437 

In 2003,2002 and 2001, securities amounting to €717,080 
thousand, 61,811,502 thousand and €3,106,078 thousand, 
respectively, were transferred from the trading portfolio to the 
available-for-sale portfolio at market prices. 

The acquisition cost of securities assigned to the trading 
portfolio amounted to 65,610,704 thousand, €7,378,856 thousand 
and €2,403,315 thousand as of December 31,2003,2002 and 2001, 
respecrively. 

The variations in 2003,2002 and 2001 in the balance of this 
caption in the accompanying consolidated balance sheet were as 
follows: 

Thousands of Euros 
Balancc at January 1,2001 14,735,194 
Purchases 7,638,046 
Sales (69,403,453) 
Redemptions (2,796,263) 
Other (8,155) 
balance at year-end 2001 20,165J69 
Purchases 67,115,695 
Sales (63,935,970) 
Redemptions (3,634,226) 
Other 56,908 
Balancc at ycar-end 2002 19,767,776 
Purchases 58,753,072 
sales (52,778,298) 
Redemptions (6,753,702) 
OthU (43,845) 
Ralance at year-md 2003 1R.945,003 

The average annual interest rate on Treasury bills in 2003 was 
2.11% (2.82% in 2002 y 4.58% in 2001). As of December 31,2003, 
2002 and 2001, €5,282,381, €5,991,369 thousand and €5,316,944 
thousand, respectively (effective amount), of these assets and of those 
acquired under resale agreement from credit institutions (Note 7) and 
from customers (Note 8) had been sold under repurchase agreement 
by the Group to other financial intermediaries (Note 17) and to 
customers (Note 18). 

The nominal interest rates on listed government debt securities 
ranged from 10.15% to 3.20% at 2003 year end (from 10.9% to 
3.25% at 2002 year end and from 11.37% to 3% at 2001 year end). 
As of December 31,2003,2002 and 2001, €17,980,643, 
€15,185,661 and €15,864,021 thousand (effective amount) 
respcaively of these securities and of those acquired under resale 
agreement from credit institutions (Note 7) and from customers 
(Note 8) had been sold under repurchase agreement by the Group to 
the Bank of Spain and other financial intermediaries (Notc 17) and to 
customers (Note 18). 
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The breakdown of this caption, by maturity, as of December 
31,2003,2002 and 2001, disregarding the securities revaluation 
reserve, is as follows: 

Thousands of Euros 
Upto 3Mmh l t o  Om 
3Mmh to1Year SYeers SYem 

Balances at December 31,2003- 
Fixed-income portfolio: 
Held-tc"aity portfolio - - 613,946 
Available-for-sale portfolio 15,775 1,652,458 9,367,609 1,679,651 
Trading portfolio 773,089 2,860267 1,571,849 410,359 

784864 4,511,725 10,939,458 ?:!03!9,% 
Balanccs at Dcccmbcr 31,200?- 
Fuced-incore portfolio: 

Availableforsale portfolio 
Held-tw"airj portfolio - 1,264,802 - 615,981 

1,492,066 2,478,865 4,926,042 1,517,232 
Trading portfolio 

Halan~ri~I)cc~hm31,1001- 

520,045 3,018,011 2,423,940 1,510,826 
2,012,111 6,761,6711 7,349,982 3,644.039 

Fixed-inmme portfolio: 

Avdikbk-for-sak portfolio 
Held-tomaturity pnfolio 376,515 - 1,277,361 618,029 

1,329,025 3,069,565 6,426,546 4,666,388 
Trading portfolio 581,161 184,457 634,885 1,M)1,443 

2,286,701 3,254,022 8338,792 6?85,860 

(7) DUE FROM CREDIT INSTlTUTlONS 

The breakdown of the balances of this caption in the 
accompanying consolidated balance sheets, by currency and type, b 
as follows: 

Thousands of Ewm 
2003 2002 2001 

By NrrCiIcy: 
In eums 9,002,257 6,752,842 8,752,036 
In foreign currencies 11,904,872 14,723,437 14,446,720 

20,907,129 21,476279 23,198,756 
BY Qpe: 
Current auwnti- 
Current accouna 237,564 348,420 184,784 
other a c ~ o u n ~  406,423 1,029J88 2,358,426 

643,987 1,377,708 2,643.210 
other- 
Deposh at nedit and f m i a l  

mstitutiom 8,462,098 11,169,447 9,647,849 
AWE acquired under male 

agreement (Nom6,8,17 and 18) 10,659,685 8,301,701 10,694,548 
Other accouns 1,312,599 750,210 351,682 

20,434,382 20,221,358 20,694,079 
Less- 
Loan loss pmviiom (Notes 2-f, 

Country-risk promiom 
3-c and 8) (5,582) (5,439) (34,714) 

(Nom 2-f, 31 and 8) (165,658) (117,348) (103,819) 
20,907,129 21,476,179 23,198,756 

As of December 31,2003,2002 and 2001, the foregoing 
"Country-Risk Provisions" account included €162,321 thousand, 
€93,322 thousand and €98,548 thousand, respectively, relating to 
provisions recorded to cover intercompany country-risk positions at 
credit institutions (Notes 2-c and 3-c). 

The detail, by maturity, of the balances of the 'Due from Credit 
Institutions - Other" caption (except for "Other Accounts") in the 
accompanying consolidated balance sheets, disregarding the loan loss 
and country risk provisions, and the average interest rates for each 
year are as follows: 

Thousands of Euros Average 
Interot 

Upto 3Months 1 to Ova Ratein 
3 Months to 1 Year 5 Ym 5 Yenn the Year 

Ralanm at 

Deposis at credit and 

Asseo aquired under 

D m h r  31,2003- 

hmial institutions 7,118J41 863,375 356,845 123,637 4.9% 

male agreement 10,576,517 83,168 - 4.6% 
17,694,758 916,543 356,845 123,637 

Ralanm at 

I ) o " r  31,2002, 
Depits at credit and 

financial institionr 10,205,195 842,615 75,910 45,727 4.2% 
Asm acquired under 

wale agreemt 4,664,761 1,623,713 2,013,134 93 6.6% 
14,869,456 2,466$!3 2,089,044 45,320 

Balanm at 

kposis at credit and 

Assets acquiled under 

DKCII~~CI 31,2001- 

financial institutions 7,464,116 1,908,679 217,918 57,136 5.3% 

resale agreement 10,574,970 119,578 - 5.4% 
lR.O39,086 1,OXJV 217.918 57.136 
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(8) TOTAL NET LENDING 

‘Ihe detail, by currency and borrower sector, of the balances of 
this caption in the accompanying consolidated balance sheets is as 
follows: 

Thousank of Eurm 
2003 2002 ZOO1 

By currency: 
In eum 
In foreign Currenk 

By smor: 
Public sector 

Industrial 
Real estate and construction 
Trade and finance 
Loans to individuals 
Lease 
Other 
Total resident borrowers 
Non-mident sector 

AgCKUllUR 

EUropc 
USA 
Lati Amrica 
Gdler countries 
h- 
Loan Icm pmvkions 

Country-risk pmviionr 
(NOES 2-f and 31) 

(Notes 2-f and 3 4  

120,152,594 106,589,553 98,982,084 
28,674,680 34,725,459 51,237,736 

l48,8!7?74 141.315.011 lj0,21Y,620 

13,493,575 12,561,840 12,195,701 
1,056,589 698,161 533,339 

11,991,104 11,970,286 11,377,851 
14,823,377 13,651,669 12,767,362 
12,742,051 9,336,199 8,676,667 
44,159,656 38,514,900 36,105,108 
4.159.904 3316.394 2.684525 

, .  
3;126;236 7 n p 2  i;052;007 

25,070,254 31,335,166 46,382,514 
1,138,803 3,978,927 4,836,012 

(4,001,896) (4,771,009) (5,715,979) 

(441,643) (326,686) (211,724) 
148,R27,274 14 1,3 15,012 150,2 tY,B?O 

The detail, by maturity, loan type and status, of this caption in 
the accompanying consolidated balance sheets, disregarding the 
balance of the “Loan Loss Provisions” and “Country-Risk 
Provisions” accounts in the foregoing detail, is as follows: 

Thousands of Euros 
2003 2002 2OO1 

By masuit).: 
Up to 3 m o n h  
3 months to 1 year 
1 to 5 years 
Over 5 YUK 

By lom t p c  and SONS: 

Commercial bills 
Fmncial bilk 
&red Ioau 
Asm acquired under male 

agreemnt ( N o h  6,7,17 
and 18) 

othertnmloans 
Demand and otber l c m  
~nanci i  learn 
Nonpcrfonniy loam 

35213,097 39,559,494 45,470,250 
27,869,528 22,308,438 25,519,361 
37,875,262 37,365,648 34,911,609 
52,312,926 47,179,127 50,246,300 

15 l,17O,,Y13 116.4 12,707 1 Sh, 147.523 

9,649,948 9,326,491 11,051,537 
34,261 29,154 55,931 

64,008,734 57,590,451 56,485,533 

1,826,238 318,107 406,782 
64,335,445 66,332,030 74,465,447 
5,969,m 5,303,066 7,350,174 
4.773.894 4,M,129 3.657.087 

The variations in 2003,2002 and 2001 in the balance of the 
“Nonperforming Loans” caption included under this heading in the 
accompanying consolidated balance sheets were as follows: 

Thousands of Euros 

2003 ZOO2 2001 
Beginning balance 3,433,279 1,675,032 2,7YR.R61 
Additions 2,394,975 4,275,505 3,830,127 
Recoveries (1,632,605) (1,773;530) (2,108,562) 
Traders to bad debts (1,252,221) (889,913) (1,845,394) 
Exchangedifferences and other (310,907) (813,815) 
Enduig balmcc 2.672,521 3,47379 1,675,032 

As of December 31,2003,2002 and 2001, the face amount of 
the assets, basically loans, credits and securities pledged as security 
for own and third-party obligations, amounted to 617,367,909 
thousand, €18,190,848 thousand and €11,200,566 thousand, 
respectively, and related basically to the pledge of certain asms as 
security for financing facilities with the Bank of Spain (Note 17) and 
to a portion of the assets assigned to mortgage bond issues which, 
pursuant to the Mortgage Market Law are admitted as security for 
obligations to third parties. 

As of December 31,2003,2002 and 2001, there were no loans 
to customers without fixed maturity dates. 

As of December 31,2003,2002 and 2001, €2,586,891 
thousand, C2,910,899 thousand and €3,328,692 thousand, 
respectively, of loans were transferred to securitization funds. 

Assets under financial lase contracts are reflected in the 
‘Financial Leases” account in the foregoing detail at the principal 
amount of the unmatured lease payments, plus the residual value 
applicable for purchase option purposes, excluding financial charges 
and VAT. 

As of December 31,2003,2002 and 2001, the outstanding 
amounts of the loans granted to employees and customers for the 
acquisition of shares of Banco Bilbao Vkcaya Argentaria, S.A. were 
€13,269 thousand, E17,286 thousand and E107,605 thousand, 
respectively. 

The advances and loans granted to Bank directors as of 
December 31,2003,2002 and 2001, totaled € 261 thousand, 
€1,099 thousand and €6,091 thousand, respectively, and earned 
annualinterest between 4% and 5%. As of December 31,2002, no 
guarantees had bcen provided for them. As of December 31,2001, 
the guarantees provided for directors amounted to €142 thousand. 

‘Ihe variations in 2003,2002 and 2001 in the overall balance 
of the “Loan Loss Provisions” and “Country-Risk Provisions” 
accounts in the above detail and of the provisions allocated to credit 
institutions (Note 7) and to fixed-income sccuriries (Note 9) were as 
follows: 
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Thousands of Euros 
2003 2w2 2001 

HegiiiniiiE balaiicr 5,345,863 6,320!008 8.155,054 
Net charge for the year: 
Nonpcrforming loan provision 1,401,414 1,889,927 2,216,479 
Counrry-risk proviion (NOE 2 4  258,762 286,195 77,146 
Reversals (317,130) (433,964) (293,588) 

1,343,046 1,742,158 2,000,037 
Variations m tbemsdidabk 

Group (Note 4) (75,389) (1,861) 11,942 
T m h r  to loan wimffs (1,062,758) (1,333,611) (1,872,345) 
Transfer to foreclared zsset provisions 

(Note 14) (11,410) (8,156) (8,105) 
Other variations: 

Exchange differems (710,514) (1,441,192) 715,277 
Use of thc specific FOBAPROA 

Transfer to provision for off- 

Provision recorded for the exchange 

promkory note Fund - (3,259,265) 

balmsheet riks (Note20) 62,275 (86,278) (38,664) 

of fcxed-iicome securities for 
secured loau in Argentina 
(NOE 3-4 (*) - 434,874 

Other (155,248) 154,815 181,203 
hdirg balance 4,73S,Xdi 5,34S,R83 6,320,008 

(’) As of December 31,2002, this amount was morded in he “Exchange Dif- 
ferences” (€301,224 thousand) and “Transfcr to Loan Writeoffs” 
(€133,650 thousand) accounts. 

The €227,179 thousand, €207,677 thousand and €287,735 
thousand of written-off loans recovered in 2003,2002 and 2001, 
respectively are presented net of the balances of the “Net Loan Loss 
Provisions” caption in the accompanying consolidated statements of 
income. This caption also includes the write ofk of loans classified as 
bad debts, which amounted to f161,079 thousand in 2003, 
€208,857 thousand in 2002 and €206,928 thousand in 2001. 

The detail of the total risk exposure as of December 31,2003, 
2002 and 2001, to third parties outside the Group in countries 
experimcig differing degrees of debt-servicing difficulty (country- 
risk) and of the provisions recorded for coverage thereof, which are 
included in the loan loss provisions (Note 3-c), is as follows: 

Thousands of Euros 
2003 2002 2001 

counay-riik 926,700 1,046,687 1,404,722 
Provision lacorded (‘J 613,140 482,719 493,942 
% of coverage 66.2% 46.1% 35.2% 

(‘) 8447,443 thousand, €353,264 thousand and €218,605 thousand of thae 
amounts as of December 31,2003,2002 and 2001, rapectively, were IC- 
corded in the ”Guntry-Risk Provirion” account. The remaining amounn 
were recorded in the “Specific Risk Provision” account. 

The country-risk amount as of December 31,2003,2002 and 
2001, does not include assets for which insurance policies have been 
taken out with third parties that include coverage of the risk of 
confiscation, expropriation, nationalization, nontransfer, 
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nonconvertibility and, if appropriate, war and political violence. The 
sum insured as of December 31,2003,2002 and 2001, amounted to 
US$466  million, US$584 million and US$555 million, respectively 
(approximately €369 million, €557 million and e629 million). 

Also, pursuant to current Bank of Spain regulations, the 
provision for off-balance-sheet risk losses, recorded under the 
“Provisions for Contingencies and Eipenses - Other Provisions” 
caption (Notes 2-f and 20)  on the liability side of the accompanying 
consolidated balance sheets amounted to €209,270, €271,545 
thousand and 6185,268 thousand, respectively, as of December 31, 
2003,2002 and 2001. 

(9)  DEBENTURES AND OTHER DEET SECURITIES 

The breakdown, by currency, issuer sector, listing status and 
type, of the balances of this caption m the accompanying 
consolidated balance sheets, is as follows: 

Thousands of Euros 

2003 2002 2001 
By Lurrmc): 
In euros 24,201,930 18,785,929 22,570,025 
In foreign currencies 28,734,036 30,347250 39,080,913 

5?,935,966 49:133,1?9 61,650,935 

Held-ternamity portfolio 510,709 522,OTl 596,769 
Available-ford portfolio 32,410,725 28,914,106 41,805,296 
Trading portfolio 20,014,532 19,696296 19,248,873 

52,935,%6 49,133,179 61,65U,Y38 
By sectoc 
Rtsident public scctor 1,174,997 1,436,106 1,351,886 
Raident credit institutions 457,427 258,027 459,373 
Other resident smors 2,481,168 2,441,327 2,468,122 
Other non-resident sectors 49,017,438 45,125,706 57,628,725 

Europe 20,670,609 14,629,779 18,622,973 
USA 5,161,076 2,905,029 2,533,603 
[atin America 22,324,498 26,765,261 35,257,299 
Other counuies 861,255 825,637 1,214,850 

By type: 

Less- 
Securities revaluation merve 

Loan loa and counprik 
(Note 2 4  (73,958) (2,586) (3,396) 

provisions pates 2.f, 3 1  and 8) (121,106) (125,401) (253,772) 
52,935,966 49,133,173 61,650,938 

By Lsiing status: 
Iisd 46,264,545 37,955,161 45,144391 
Unlisted 6,671,421 11,178,018 16,506,347 

52:93.5966 49,133.179 61,650,938 

The breakdown, by maturity, of the balance of the fixed-income 
portfolio classified as available-for-sale and held-to-maturity in the 
accompanying consolidated balance sheets, disregarding the 
“Securities Revaluation Reserve” and the ‘Loan Loss and Country- 
Risk Provisions” accounts in the foregoing detail in 2003, IS as 
follows: 
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Thousands of Eurw 
Upto I t 0  over 
1Year S Y m  SYem 

Bdanav at December 31, 

Fiued-income portfolio: 
Held-m-maturity portfolio 
Availa ble-for-sale portfolio 

2003- 

Balances at Decembw 31, 

Fiued-income portfolio: 
Held-twnaturity portfolio 
Available-for-sale portfolio 

2002- 

Balances at December 31, 

Fixed-income prdolio: 
Held-twnaturity portfolio 
Available-for-sale portfolio 

2001- 

10,361 442,771 57,577 
3,352,499 15,337,545 13,915,745 
3,362,860 15,780,316 13,973,322 

10.355 432.307 79.415 
434,678 10,960;229 13,729;199 
4,235,033 11.392,536 13,808,614 

74,755 355,701 166,313 
9,624,030 22,233,218 9,948,048 
9,694785 22,,5RR,919 10,114,361 

In 2003 securities in the trading portfolio amounting to 
e893,242 thousand (€1,054,336 thousand in 2002) were transferred 
to the available-for-sale portfolio at market prices. 

The acquisition cost of the securities assigned to the trading 
portfolio was €19,870,277 thousand as of December 31,2003 
(€19,598,881 thousand as of December 31,2002 and €19,278,581 
thousand as of December 31,2001). 

As of December 31,2003,2002 and 2001, the market value of 
the debenrums and other debt securities included in the available-for- 
sale portfolio amounted to €32,590,300 thousand, €28,971,860 
thousand and €41,774,037 thousand, respectively. 

The market value of the securities assigned to the held-to- 
maturity pOrtfOli0 amounted fS42,590 thousand, €561,760 
thousand and €648,306 thousand as of December 31,2003,2002 
and 2001, respectively. 

As of December 31,2003, the face value of the securities which 
were securing financing lines assigned by the Bank of Spain and other 
central banks amounted to €12,231,516 thousand (e7,091,312 
thousand as of December 31,2002). 

As of December 31,2003,2002 and 2001, a portion of the 
debt securities on hand had bcen sold under repurchase agreement 
basically to private-sector depositors and is recorded under the 
“Deposits - Other Deposits” caption in the accompanying 
consolidated balance sheets (Note 18). 

The balance of the “Available-for-Sale Portfolio - Other 
Nonresident Sectors” caption includes promissory notes issued by the 
Banking Fund for the Protection of Savings (FOBAPROA) in 
Mexico, now the Banking Institute for the Protection of Savings 
(IPAB). These promissory notes arose as part of the measures 
adopted by the Mexican g o v m c n t  as a result of the banlung crisis 
suffered due to the economic situation in Mexico at the end of 1994 

and in 199s. Under certain regulations, the banks transferred to the 
Mexican government a portion of the loan podolio with payment 
difficulties. These transactions were structured as a transfer of future 
rights to the flows generated by the loans. In exchange for these 
r i t s ,  the credit institutions received nontransferable FOBAPROA 
promissory notes of an amount equal to the net book value (net of 
the provisions) of the assets subject to the scheme. As of December 
31,2003,2002 and 2001, these promissory notes amounted to 
€9,030,338 thousand, €11,173,894 thousand and e15,661,263 
thousand, respectively. The promissory notes eam capitalizable 
interest and are payable through maturity in 2005. The interest on 
these promissory nota is recorded under the “Financial Revenues” 
caption in the accompanying consolidated statements of income. In 
accordance with the terms established in the agreements with 
FOBAPROA, Grupo Financier0 BBVA Bancomer is responsible for 
25% of the losses arising from the difference between the amount of 
the FOBAPROA promissory notes at the commencement of the 
transaction plus the accumulated accrued interest and the recoveries 
of the loans subject to the program. This contingency was written 
off. 

The variations in 2003,2002 and 2001 in the balances of this 
caption in the accompanymg consolidated balance sheets, 
disregarding the “Securities Revaluation Reserve” and the “Loan 
Loss Provisions”, were as follows: 

Thousands of Euros 
2003 2cQ2 2001 

Beginning balance 49,261,166 61,998.1 Oh 60,612,296 
Purchm 5,705,603,539 6,215,765,285 4995,049,443 
Sales and redemptiom (5,685,935,563) (6,220,035,030) (4,987,490,780) 

(15,798,112) (8,377,195) (6J92,843) Transfers and other 
Ending balimue 53,131,030 ~9,161,166 6i,m,io6 

The variations in the balance of the “Securities Revaluation 
Reserve” account in 2003,2002 and 2001 were as follows: 

Thousands of Euros 
CONCEPTOS 2003 2002 2001 
Beginning balance 2,586 3,396 48,706 
Provisions with a charge to asset 

accrual accounts (Note 3-d) 69,687 - - 

Transfers and other 1,685 (810) (45,310) 
Ending balance 73,958 2.586 3,396 

(1 0) COMMON STOCKS AND OTHER E Q W  
S~CURlTlES 

This caption in the accompanying consolidated balance sheets 
includes the shares of companies generally less than 20% owned (less 
than 3% if listed), and units in mutual funds. The detail of the 
balances of this caption, by currency and listing status, is as follows: 
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B y  currency: 
In euros 
In forejgn currencies 

By type: 
Available-for-sale portfolio 
Trading pordolio 

By listing status: 
Listed 
Unlisted 
Less- 
Securities revaluation r w v e  

Thousands of Euros 
2M13 2002 2001 

2,390,882 1,986,299 2,357,074 
701,182 1,021,193 1,3 16,625 

3,092,064 3,007,492 3,673,659 

1,062,650 2,075,564 2,641,419 
2,029,414 931,928 1,032,280 
3,092,061 3,007,492 3,673,6W 

2,541,383 2,447,460 2,435,746 
622,334 800,758 1,391,608 

(Notes 2-f and 3-e) (71,653) (240,726) (153,655) 
3,OY2,064 3,007,492 3,673,649 

The variations in 2003,2002 and 2001 in the balances of this 
caption in the accompanying consolidated balance sheets, 
disregarding the securities revaluation reserve, were as follows: 

Thousands of Euros 

2003 2002 2001 
Ikgiimieg balance 3,218,218 3,827354 3,154,171 
Purchases 12,093,943 16,582,585 15,656,407 
Sales (12,082,488)(16,336,109)(15,853,984) 
Other (95,956) (825,612) 870,760 
Ending balance 3,163,717 3,248,218 3,827,354 

Exhibit Iy lists the Group’s direct or indirect acquisitions of 
holdings in companies, the percentages of ownership acquired net of 
subsequent sales, and the notification dates thereof, in compliance 
with the provisions of Article 86 of the Corporations Law and Article 
53 of Securities ,Market Law 2411988, 

As of Derember 31,2003,2002 and 2001, the market value of 
the shares and other equity securities included under this caption 
exceeded their book value by €104,680 thousand, €125,789 
thousand and f77,645 thousand, respectively. 

The acquisition cost of the securities assigned to the trading 
portfolio amounted to €1,943,149 thousand as of December 31, 
2003, and €942,194 thousand as of December 31,2002. As of 
December 31,2001, the book value of the securities in the trading 
portfolio did not significantly differ from their acquisition cost. 

The variations in the balances of the “Securities Revaluation 
Reserve” account in 2003,2002 and 2001 were as follows: 

Thousands of Euros 
2003 2002 2w1  

6cginni11g balancc 240,726 153,655 115,472 
Net chaxe for the year (33252) 161,794 (12,665) 

(11) INVESTMENTS IN Ir;ON-GROUI1 COMPANIES 

This caption in the accompanying consolidated balance sheets 
reflects the ownership Lnterests in the capital of other companies 
which, although not constituting a Single decision-making unit, have 
a lasting relationship with the Group pursuant to h i d e  185.2 of the 
Corporations Law and Bank of Spain Circular 411991, which 
generally range from 20% (3% if listed) to 50%. 

The “Other Investments in Associated Companies” account in 
the following table includes the holdings in companies acquired by 
the Group but not intended to be held at long-term and the 
holdings for which hedging futures transactions have becn arranged 
(Note 2 4 .  

The detail of the balances of this caption in the accompanying 
consolidated balance sheets is as follows: 

Thousands of Eurw 
2003 2002 2001 

By currency: 
In euro5 5.333.309 5.891.886 6.333.502 , .  , .  
In foreign currencies 259,915 132,289 ‘308;433 

5593,221 6,024,175 6,641,935 
Hy listing status: 
Listed 5,172,770 5,614,439 6,048,381 
Unlisted 420,492 409,818 595,345 
h- 
Securities revaluation reserve 

(Notes 2-f and 3-e) (38) (82) (1,791) 
5,593,224 6,021,17.5 6,641,915 

By type of invertmmt: 
Long-term investments 4,619,803 4,921,149 5,605,568 
Other invesmena in associated 

companies 973,421 1,103,026 1,036,367 
5,593,224 6,024,175 6,641.935 

€889,243 thousand, €1,024,136 thousand and €1,144,862 
thousand of the foregoing balances as of December 31,2003,2002 
and 2001, respectively, related to investments in credit institutions, 
basically Banca Nazionale del Lavoro, S.p.A., Banco Bradesco, S.A. 
and Banco Atlintico, S.A. in 2003 and Banca Nazionale del 
Lavoro, S.p.A., Credit Lyonnais, S.A., Banco Atlintico, S.A. and 
Wafabank, S.A. in 2002 and 2001. Exhibit 11 lists the main 
associated companies, showing the percentages of direct and indirect 
ownership, the book values of these investments and other relevant 
information. 

The variations in the balances of this caption in the 
accompanying 2003,2002 and 2001 consolidated balance sheets, 
disregarding the securities revaluation reserve, werc as follows: 

Amount used . (136,187) (62,143) (5,998) 
Tramfer and other 366 (12,580) 56,846 
Ending balance 71,653 140,726 153,655 
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Thousands of Euros 
2003 2002 2001 

Beginning bdance 6.024,257 6,643,726 7,468.376 
Capital increase and purchasa 2,128,197 1,707,627 1,461,962 
Sales (2,440,890) (1,824,169) (2,098,674) 
First-time consolidation 

differences (Note 13), 
nansfers (Note 12) and other (118,302) (502,927) (187,938) 

Year-end balana: 5,593,262 6,024,257 6,643,726 

The most notable transactions in 2003,2002 and 2001 were as 
follows: 

lnvesfments- 

2003 

-In March 2003 Desarrollo Inmobiliario de Lanzarote, S.A. was 
incorporated, in which BBVA acquired a holding of 40.8% for 
€4.4 million. 

-In May a 35% holding in the capital stock of Telefhica Data 
de Colombia, S.A. was acquired for €4.1 million. 

- In June 2003,4.44% of Banco Bndesco, S.A. was acquired as 
part of the sale of BBVA Brad and Subsidiaries to this entity 
(Note 4). During November and Decembe~ an additional 
0.56% of Banco Bradesco was acquired by BBVA Brasil, 
raising the BBVA Group’s ownership interest to 5% as of 
December 31,2003. 

-In June 2003 Inensur Brunete, S.L. was formed, in which 
BBVA acquired a holding of 50% for €9.6 million. 

-In 2003 further holdings representing 0.176% of the capital 
stock of Gas Natural, S.A. were acquired for €12.7 million, 
raising the BBVA Group’s ownership interest to 3.241%. 

2002 

-In 2002 further shares representing 0.202% of the capital 
stock of Gas Natural, S.A. were acquired for €16 million, 
raising the BBVA Group’s ownership interest to 3.065%. 

-During 2002 several purchases and sales took place giving rise 
to a 0.164% increase in the Group’s holding in Telefhica de 
Espaia, S.A. The sales gave rise to a gain of fg million. 

2001 

-In 2001 a holding of 4.87% in Banca Nazionale del 
Lavoro, S.p.A. was acquired for €398,074 thousand. 

-In the last quarter of 2001 a holding of 1.875% in 
Wafabank, LA. was acquired for a total of €9,232 thousand. 

2003 

-In March 2003 25% of Metrovacesa Residencial, S.A. was 
sold, giving rise to a gain of 62.1 million on the transaction. 

-In June 2003 the tender offer on the shares of Credit Lyonnais 
launched by Credit Agricole, LA. and SACkM Development 
in December 2002 was performed, giving rise to a gain of 
approximately €342 million for the Bank’s 3.37% holding in 
this company. 

-In July 2003 the Group sold 3% of Gamesa, giving rise to a 
gain of €29.9 million. 

- In July 2003 the entire holding in the capital stock of Terra 
Networks (1.40%) was sold, giving rise to a gain of 61.88 
million. 

- In September 2003 20% of Soc. Adm. P.C. Porvenir was sold, 
giving rise to a gain of 612.78 million. 

-In the last quarter of 2003,2.465% of the capital s t d  of 
Repsol-YPF was sold, giving rise to loss of €73.3 million. 

-In December 2003 the Group sold its 50% holding in Lend 
Lease Mixico, giving rise to a gain of €1.35 million. 

- h 2003 several purchases and sales took place the result of 
which was a reduction of 0.569% of the holding in Telefhica 
de hpaha, LA. The sales generated a gain of E220 million. 

-In 2003 several purchases and sales took place, the result of 
which was a reduction of 1.018% of the holding in Iberdrola. 
The sales generated a gain of 645.32 million. 

-The Group sold all of its 9.9% holding (641,825 shares) in 
the Moroccan bank Wafabank, S.A. to Omnium Nord 
Africain, S.A. The total sale price was 529,505,625 dirhams 
(approximately €48 million) and gave rise to a gain for the 
Bank of €3.5 million. 

Lastly: 

-In December 2003, Banco Sabadell, S.A. launched a tender 
offer on the shares of Banco Atlintico, LA. of C71.79 per 
share. The transaction is expected to be performed in 2004 
and will give rise to a gain of approximately €218 million for 
the Group’s total holding in this company. 

-In January 2004, the Group sold 2.2 70 of the capital stock of 
Gas Natural, S.D.G. Using as reference the price of the 
transaction performed on that date, €70 million of the related 
consolidation goodwill were amortized early in the 2003 
financial statements (Note 13). 
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2002 

- In 2002 and as a result of certain corporate agreements, shares 
of Banca Nazionale del Lavoro (BNL) were purchased and 
sold with no variition in the percentage of ownership. Also, in 
the framework of these corporate agreemena there was a 
dilutive effect which brought the percentage of ownership to 
14.614%. These purchases and sales gave rise to a capital loss 
at the Group amounting to €15 million. 

- A  1.756% holding in Iberdrola, LA. was sold in 2002, giving 
rise to a gain of €75 million. 

- In the first quarter of 2002 the Group sold 3.823% of its 
holding in Merrovacesa, giving rise to gains of €14 million. In 
June 2002, BBVA and BAMI, S.A. Inmobiliaria de 
Construcciones y Terrenos agreed on the sale of 23.9% of the 
capital stock of Metrovacesa, S.A. for €545.4 million (€36.55 
per share), which was formally executed once the 
authorization from the antitrust authorities was obtained. As a 
result of this sale, as of December 31,2002, the BBVA Group 
had a 0.581% holding in Metrovacesa, S A .  and obtained a 
gain of approximately €361 million. This holding is recorded 
under the “Common Stocks and Other Equity Securities” 
caption in the accompanymg consolidated balance sheet 
(Note 10). 

- Shares representing 4.612% of the capital stock of Acesa 
Infraestructuras, S.A. were sold in 2002 for €171 million at a 
gain of €20 million. 

-In 2002 the Group sold a 7.641% holding in the capital stock 
of Aceriox, S.A. at a gain of €66 million. 

2001 

-Sale, in the first quarter of 2001, of ha-Aurora, S.A., giving 
rise to gains for the Group of €95,825 thousand. 

-In the first few months of 2001, the holding in Finaxa was 
reduced by 2.924%, giving rise to gains of €121,134 
thousand. 

-Also, in the fist  few months of 2001, the Group’s holding in 
Profuturo GNP, S.A. de C.V. was sold as part of the 
reorganization of business aaivinm at Group Bancomer. This 
transaction gave rise to gains of €77,813 thousand. 

-In 2001, the Group permanently reduced its holding in 
Telefbnica de Espaha, LA. to 5.138% as of December 31, 
2001, giving rise to gains of €352,926 thousand, arising 
mainly from the holding hedged by futures transactions. 

-In 2001, the Group reduced its holding in the capital stock of 
Iberdrola, S.A. by 0.827%, giving rise to gains of €36,343 
thousand. 

-In 2001 sales and purchases were performed that led to a 
rduction in the Group’s total holding in Repsol YPF, S.A 

equivalent to 1.339% of the capital stock and which gave rise 
to gains of €84,797 thousand. 

- In December 2001, the Group fully disposed of its 39.073% 
holding in Bodegas y Bebidas, SA., giving rise to gains of 
€50,647 thousand. 

- In December 2001, the Group sold its entire holding in 
Sguros BBV Probursa, giving rise to gains of €11,017 
thousand, 

The gams and losses obtaincd on the aforementioned 
transactions are recorded under the “Income on Group 
Transactions” and “Losses on Group Transactions” captions, 
respectively, in the accompanying 2003,2002 and 2001 consolidated 
statements of income. 

Exhibit IV lists the notifications by the Group in compliance 
with Article 86 of the Corporations Law and Article 53 of Securities 
Markcr Law 24/19##. 

As of December 31,2003, the market price of the shares and 
other equity securities included in this caption of the accompanying 
consolidated balance sheets exceeded their net book value by 
approximately €1,319,748 thousand, after taking into account the 
related goodwill, negative consolidation differences and hedges of 
certain holdings. As of December 31,2002, the market price of the 
shares and other equity securities included in this caption of the 
accompanying consolidated balance sheets was lower than their net 
book value by approximately €159,496 thousand and as of 
December 31,2001, the market price of the shares and other equity 
securities included in this caption of the accompanying consolidated 
balance sheets was higher than their net book value by 
approximately €2,009,917 thousand (Note 13). 

The variations in the balances of the “Securities Revaluation 
Reserve” account in 2003,2002 and 2001 were as follows: 

Thousands of Euros 
2003 2002 2001 

Beginning halancc 82 1,791 15,080 
Charge for the year - - 21,300 

and other equity securities - - (32,396) 

Reversals - (3,366) (1,695) 
Transfer to common stocks 

Other variations 
Yrar-md balance 

(44) 1,657 (498) 
38 82 1,7Y1 

(12) INVESTMENTS IN GROUP COMP,4?r:IES 

This caption in the accompanying consolidated balance sheets 
reflects the investments in subsidiaries, which are generally majority- 
owned and were not fully consolidated because their business 
activities are not directly related with those of the Group. 

The breakdown, by currency and listing status, of the balances 
of this caption in the accompanying consolidated balance sheets is as 
follows: 
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Thousands of Euros 
2W3 2W2 2001 

Ry currenq: 
In euros 795,806 779,876 732,249 
In foreign currencies 259,063 259,812 381,895 

1,054,669 1,039,688 1,114,144 
By listing status: 
Listed - - 3,011 
Unlisted 1,054,869 1,039,688 1,111,133 

1,054,869 1,039,688 1,114.144 

Exhibit 111 presents relevant information about the companies 
comprising the balance of this caption in the accompanying 
consolidated balance sheets. 

ne variations in 2003,2002 and 2001 in the balance of this 
caption in the accompanying consolidated balance sheets were as 
follows: 

Thowands of Euros 
CONCEPT05 2003 2002 2001 
Bcginning halancu 1,039,688 1,114.144 3.169,684 
Capital increases and 

purchases 131,324 75,332 242,899 
Sales (58,997) (73,490) (250,075) 
Exchange differences (37,972) (95,400) (9,544) 
Transfers (Note 11) and other (19,174) 19,102 (38,820) 
Ending balancP 1,054,869 1,039,688 1,114,144 

On December 27,2002, the Special Shareholders’ Meeting of 
BBVA Seguros, S.A. de kguros y Reaseguror resolved to increase its 
capital stock by €30 million, with additional paid-in capital of €19 
million, through the issuance of approximately 5 million shares for 
€9.82 per share (€6.01 par value each and the remainder as 
additional paid-in capital), The Group subscribed a total of 4.9 
million shares for a total amount of E49,085 thousand. 

In 2003 BBVA Desarrollos Inmobiliarios increased capital by 
€63 million. 

As of December 31,2003, there were no capital increases in 
progress at nonconsolidable subsidiaries other than the one described 
above. 

In 1990,1994 and 1995, tax assessments for 1986 to 1990 
were issued to the nonconsolidable subsidiaries BBVA Seguros, S.A. 
(formerly Euroseguros, S.A.) and Senorte Mda y Pensiones, S.A. 
totaling €88,066 thousand of principal and €39,072 thousand of 
latepayment interest, plus €66,057 thousand of penalties, after 
adjustment pursuant to the revised General Tax Law. The companies 
filed pleadings and appeals against the assessments and several 
administrative decisions and court rulings were handed down in 
1997 through 2000. As a result of application of the criteria set forth 
in these court rulings, some of which have been appealed against by 
the Group and by the Spanish tax authorities, the tax debts would be 
reduced to f50,677 thousand of principal and €19,851 thousand of 
interest. In order to file these appeals, the Bank provided guarantees 
totaling e85,193 thousand to the tax authorities. In 2003 further 
COUR rulings were handed down, which have been appealed against 
and are being analyzcd by the Group’s directors and legal advisers; in 
any case, howeve4 the possible effects of these rulings would not 
materially affect the accompanying consolidated financial statemena 
since, in accordance with the accounting principle of prudence, 
adequate provisions have been recorded therefot 

(13) CONSOLIDATION GOODWLL AhrD NEGATIVE 
CONSOLIDATION DIFFERENCE 

The detail, by company, of the balances of the “Consolidation 
Gocdwdl” caption in the accompanying consolidated balance sheets 
as of December 31,2003,2002 and 2001, and of the variations 
therein in 2003, and 2002, is as follows: 

254 



annual report 2003 205 UWA 

Thousands of Ewm 

FuUy or proportionally consolidated companies 

Grupo Financier0 BBVA Bancomg S.A. de C.V. 
AFORE Bancomer 
Provida Group 
BBVA Chile, S.A. 
BBVA Puerto Rico, LA. 
Finanzia, Banco de CrCdito, S.A. 
BBVA (Portugal), LA. 
Banco de CrMito Local, S.A. 
AFP Porveniq S.A. (Dominican Republic) 
Other companies 

(Note 4)- 

Companies amuntcd for by the equity oiethod 

Telefhica, LA. 
Repsol YPF, S.A. 
Gas Natural, S.D.G. 
Seguros Bancome4 S.A. de C.V. 
Banca Nazionale del Iavoro, S.p.A. 
Crdit Lyonnais, LA. 
Iberia, S.A. 
Iberdrola, LA. 
Acerinox, LA. 
Wafabank, LA. 
Penriones Bancome4 S.A. de C.V. 
Bradesco, LA. 
Other companis (Note 3-g) 

(Note 11)- 

Additions Retirements Exchange 
Balanceat (Nota4 (Notes4 Amortization Differences Bdance 
12/31/02 and 11) and 11) (Note 3-g) and Other at 12/31/03 

1,955,340 
3 10,727 
204,049 
66,840 
51,648 
6,890 

19,035 
240,907 

160,615 
- 

- 
1,043 

- 
- 
- 
- 

11.789 

(250,428) 
(39,398) 
(40,848) 
(10,601) 
(8,655) 
(1,728) 
(3,120) 

(29,808) 
(410) 

- 1,865,527 
(232) 271,097 

- 163,201 
- 56,942 

(6,536) 36,457 
- 5,162 
- 15,915 
- 211,099 
7 11,386 . .  

16,109 9,749 (9,557) (1,971) (230) 14;lOO 
2,871,.545 183,196 (9,8943 (386,967) (6,391) 2,hS0,8R9 

438,046 
116,609 
189,436 
162,622 
298,796 
71,658 
35,331 
34,785 
2,219 

17,464 
10,506 

- 

129,431 
- 

5,434 
- 

- 

9,220 
- 

- 
48,589 

(140,089) 
(33,479) 

(30,747) 
(7,631) 

(81,489) 
(18,946) 
(48,336) 
(4,370) 
(2,100) 
(2,380) 

(168) 
(2,463) 
(1,080) 

(48,589) 

396,641 
75,499 

113,381 
136,679 
250,460 

33,231 

2,051 

7,777 

33,475 

- 

8,329 2,965 (1,280) (4,083) 399 6,330 
1,385.801 195,439 (265,2871 (252,3823 (8.247) 1,05.5.521 
4,257,346 378,835 (275.181) (639,349) (15,238) 3,706,413 
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Thousands of Euros 

Balanceat (Notes4 (Notes4 Amortization Differmcm Balance 
12/31/01 and 11) and 11) (Note 3-R) andother at 12/31/02 

Additions Retirements Exchange 

Fully or proportionally consolidated compruies 

Grupo Financier0 BBVA Bancomq S.A. de C.V. 1,861,034 338,350 (8,379) (235,659) (6) 1,955,340 
(Notc 4)- 

AFORE Baocomer 364,387 - - (40,139) (13,521) 310,727 
Provida Group 244,894 - - (40,848) 3 204,049 
BBVA Chile, S.A. 74,988 2,574 (368) (10,354) - 66,840 
BBVA Puerto Rico, S.A. 73,473 - - (9,085) (12,740) 51,648 
BBVA Horizonte Pensiones y Ccantias, S.A. -Colombia 69,183 - - (64,960) (4,223) - 

AFP Horizonte, LA. -Peru 
Midas Group (Portugal) 
BBVA Banco Franc&, S.A. (Note 3-fi) 
Finanzia, Banco de CrMito, S.A. 
BBVA (Portugal), S.A. 
Banco de CrMito Local, S.A. 
BBVA Banco Ganadero, S.A. 
Other compania 

Compinics afl-ountud for by the equity mcrhod 
(Note 11). 

Telefbnica, S.A. 
Rcpsol YPF, S.A. 
Gas Natural, S.D.G. 
Seguruj Bancomq S.A. de C.V. 
Banca Nazionak del Iavoro, S.p.A. 
Cridit Lyonnais, S.A. 
Autopistas Concesionaria Fspafiola, S.A. 
Iberia, S.A. 
Iberdrola, S.A. 
Acerinox, S.A. 
Wafabank, S.A. 
Pensiones Bancomer, S.A. de C.V. 
Other companies 

28,590 - - (28,490) (100) - 

18,001 - (15,459) (2,542) - - 
- 34,789 - (34,789) - - 

8,618 - - (1,728) - 6,890 
4,700 15,459 (546) (5783 - 19,035 

270,715 I - (29,808) - 240,907 
4,429 19 - (4,448) I - 

21,895 10,956 - (16,466) (276) 16,109 
3,044,907 402,147 (24,752) (519,894) (30.863) 2,871,545 

424,687 41,101 (4,149) (23,593) - 438,046 
124,289 - - (7,680) - 116,609 

195,659 - - (20,526) (12,511) 162,622 

77,391 4,531 - (10,264) - 71,658 

37,431 - - (2,100) I 35,331 

- 2,219 
- - 17,464 

22,808 - (19,881) (708) 

14,748 - - (1,440) (2,802) 10,506 
19,453 10,837 (3,566) (17,541) (854) 8,329 

2,3'72,?3.i 95,003 (105,994) (159476) (16,167) 1JG,SO1 

191,753 8,681 - (10,998) - 189,436 

338,026 29,853 (11,588) (57,495) - 298,796 

59,121 - (56,856) (2,265) - - 

46,717 - (9,954) (1,978) - 34,785 

20,152 - (2,688) 

4.617,l.ll 49i,lSO (130,746) (679,170) (47,030) 4,257,316 

€48,589 thousand of the amortization recorded in the 2003 
consolidated statement of income (of which €34,719 thousand had 
been provisioned as of December 2002) relate to the early 
amortization of the consolidation goodwill of Banco Bradcsco, S.A. 
(Note 4). 

Also, €70,045 thousand of consolidation goodwill relating to 
Gas Natural, S.D.G. were amortized early (Note 11). 

Per the information available, the estimated future revenues 
attributable to the Group from each of the investments generating 
goodwill in the remaining amortization period of this goodwill 
aced the related unamordzcd balances as of December 31,2003, 
2002 and 2001. 

The variations in 2003,2002 and 2001 in the balances of the 
"Negative Consolidation Difference" caption in the accompanying 
consolidated balance sheets were as follows: 

Thousands of Euros 
2003 2M12 2001 

Beginning balancr 47,554 42,744 47,828 
Additions 1,507 12,269 14,131 
Re t i r e "  (10,349) (7,459) (19,215) 
Ending b a h t  38,172 47,554 42.743 
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(14) PROPERTY AND EQUIPMENT ANI) 
INTANGIBLE ASSETS 

Property and equipment- 

The variations in 2003 and 2002 in p r o p y  and equipment 
accounts in the accompanying consolidatd balance sheets were as 
follows: 

h u ~ a n d s  of Eum 
l and  and Fumihre. 

Revalucd M<t- 
Babnm at 2001 ycar-end 
Additions 
Retirements 
Tranrfus 
Exchange difference and other 
Balanw at 2WZ year-and 
Additions 
Ret i re”  
TtanSfUS 

Buildings other Fixtures 
for own use Pmpcrty andother TOTAL 

3,456,216 1,7993,192 j,:S1,159 11.030,567 
25,SM) 244,981 48096 751,027 

(111,503) (544,393) (290,761) (946,657) 
(136,913) 158,576 (21,663) - 
(491,711) (467,296) (845,944) (1,804,951) 

2,741,589 l,lSj.UM 5,103,337 9,UZ9,9Y6 
U,593 151,328 305,999 480,920 

(71,658) (236,418) (477,636) (785,712) 
299,473 (223,136) (76,337) 

h h g e  ditference and other (110;693) (330;184) (363;736) (804,6131 
Balancfs at 2003 ycar-cnd 2$82,3M 54,650 4,491,627 7,920,581 
Amunulitcd deprcdation- 
Balances at 2001 y r a d  885,591 27,111 353’3,682 4,467,214 
Additions 61,592 8S1 444,889 507,332 
Retiremaus (29,241) (29,633) (140,017) (198,891) 
Transfas (18,575) 19,382 (807) - 
Exchange differenced other (131,674) (1,671) (554,807) (688,152) 
Balam at 2002 yearad 7667,693 16,870 3J02,940 4,087,503 
Addinom 51,127 1,373 336,467 388,967 
Retirplnens (18,052) (8,i74) (317,251) (344,077) 
Transfers (41,036) 11,230 29,806 
hciungedifftrcnae and other (118,710) 2,805 (261,161) (377,066) 
Bdvlces at 2003 yearad 641,022 23,504 3,090,801 3,735,327 
boviions for p r o m  and 

equipmeirt (NOR 24-  
Balances at 2001 year-cnd 3Y.6W 311,105 10,468 391,463 
Additions 2,236 122,958 13,720 138,914 
Retirementr (3,172) (104,076) (13,471) (120,719) 
Transfen 2,718 (5,S66) 2,848 
Transfers from loan loss provisionr 

Exchange cliffemand othu (5,863) (102,460) (973) (109,296) 
(Note 8) - 8,156 - 8,156 

Bdanccs st 1002 ywad 35,M)9 260,117 1 4 3 2  3N,518 
Addinom - 92,671 11,798 104,469 
ktiremens (9,802) (80,357 (3,884) (94,043) 
Transfers (21) (754) 775 - 

Transfas from loan loss provisions 
(Note 8) - 11,410 - 11,410 

Exchange difference and otha 115,137 (69,S48) (927) 44,662 
BdanwntY03 ycar-cnd 140,923 213,539 lOJ.54 375,016 
Propert! and equipment, nu- 
Bahncc at D m b r r  31,2002 1,938J87 908,073 1,787,605 4,633,965 
Balvlu at D~mrber31,2003 2,100,359 309.607 1,350272 3,790238 

In 2001, the variation in the property and equipment provision 
was due mainly to the cancellation of a Mexican Government support 
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program (FOBAJO), which gave rise to the reversal of €470,960 
thousand of provisions for the propmy assigned to this program. 

’Ihe net property and equipment provisions of €86,340 
thousand, €122,508 thousand and €111,127 thousand charged to 
2003,2002 and 2001 income, respectively, to supplement the loan 
loss provisions transferred when loans were foreclosed (Note 8), are 
recorded under the “Extraordinary Losses - Net Special Provisions” 
caption in the accompanying consolidated statements of income 
(Notes 3-h and 28-g). 

The gains and losses on property and equipment disposals 
amounted to f9S,884 thousand and €51,636 thousand, respestivcly, 
in 2003 (€195,493 thousand and €99,712 thousand, respectively, in 
2002 and €325,827 thousand and e70,829 thousand, respectively, 
in 2001) and are included under the “Extraordinary Income” and 
“Extraordinary Losses” captions in the accompanying consolidated 
statements of income (Note 28-g). 

Thenet book value as of December 31,2003,2002 and 2001, 
of the property and equipment of foreign subsidiaries was 
€1,659,530 thousand, €2,383,965 thousand and €3,754,114 
thousand, respectively. Also, the amount of leased assets on which 
the purchase option is expected to be exercised was not material as of 
Defember 31,2003,2002 and 2001. 

Intangible assets- 

The detail of rhc balance of intangible asset accounts as of 
December 31,2003,2002 and 2001, is as follows: 

2003 2002 2001 P d  
Incorporation and preopening 

Compurer software acquisition 

Other deferred charges 70,137 167,426 242,841 5 
6,480 9,078 7,621 5 Other inm@ble as- 

Total 362,028 3?B,h37 S1?,083 

expenses 19,537 20,946 18,i70 5 

ewpenses 265,874 201,187 272,851 3 

The variations in 2003 and 2002 in intangible asset accounts 
were as follows: 

INTANGIBLE ASSETS Thousands of Euros 
Balance at January 1,2002 542,083 

-Additions 248,120 
-Period amortization (253,164) 
-Exchange differences and other (138,402) 

Balai~cr at Dcccmbcr 31,1002 398,637 
-Additions 247,575 
-Per id  amordudon (187,315) 
-Exchange differences and other (96,869) 

362,028 

€66,583 thousand of computet software acquisition costs were 

Halalie at December 3 1,2003 

amortized in 2003 (€129,475 thousand in 2002) with a charge to 
the “General Administrative Expenses - Other Administrative 
Expenses” caption in the consolidated StatementS of income. 
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€120,732 thousand, €123,689 thousand and 6151,472 
thousand of other expenses were amortized in 2003,2002 and 2001, 
respectively, and were recorded under the ‘Depreciation and 
Amortization” caprion in the accompanying consolidated statwnents 
of income. 

(15) OTHER ASSETS A N I )  0THF.R I.IART[.I-rTF,S 

The detail of the balances of these captions in the 
accompanying consolidated balance sheets is as follows: 

Thouwd of Euros 
2003 2002 2001 

Olhcr mcts- 
Tam receivable (Nom 3-1 and 25): 

Prepaid income tax 2,688,983 2,911,123 3,s14,41a 
Tax aFses 1,209,833 1,717,407 1,821,770 

Interim dividends (Nom 2 d  and 5) 859,896 860,616 813,957 
chedts drawn oncredit idtutiom 671,356 761,381 689,253 
Clearing h o w  422,755 369,066 761,248 
Tramactions in transit 13,376 20,182 43,808 
Options xquired (Note 3-a)  740,696 665,438 879,142 
Exchange differences on forward 

trmacnons (Not 3-b) 362,571 663,091 471,488 
Item to be adjusted for hedpg 

futurer t r a ~ o n s  (Note 3-m) 3,070,899 2274,328 1,333,375 
Financi transdons pding  
dmt 49,412 30,590 25,026 

Differem m p i o n  provtsion 
less deferred contributions of Group 
companies in Spain (Note 3 4  469,143 507,504 468,300 

Differem in penrion provision 
of Group coinpanis abroad 
(Note 3 4  171,854 187,234 

Other 

Other liabiliticr- 
Tax collection accoun6 
Special accoum 
Payment obligations (Note 5) 
Options written (Note 3-m) 
Tramactions in transit 
Items to be adjwted for hedging 

futum tlansactions (Note 39-11) 

and 25) 

s d m t  

devaluation of Argentine pew 

Deferred incow tax (NOES 31 

Financial transactions pding  

Net effect on balance sheet of 

Other 

2,440,706 1,330,920 1,118,270 
f3,171,4XO 12,298,880 12,000,115 

1,937,736 2,089,075 1,867,879 
794,407 862,611 708,095 
101,216 795,677 960,820 
958,040 993,126 1,251,854 

17,175 16,669 110,641 

3,013,819 1,696,545 290,890 

214,796 246,918 383,836 

233,517 80,797 160,422 

- 440,235 
2,793,808 2,954,480 2,967,973 

10,764,514 9,735.905 9,142,645 

(16) ACCRUAL ACCOUNTS 

The detail of the balances of these asset and liability captions in 
the accompanying consolidated balance sheets is as follows: 

Thousands of Euros 
2003 2002 2001 

Assetr: 
Prepaid interm on funds taken 

at a discount (Note 3-n) 290,992 301,603 418,521 
Accrued interest earned on 

invesrmms not taken at a Diaount 1,904,578 3,313,166 4,724,809 
Prepaid expem 332,532 400,391 248,969 
Mrred interest expmes 121,751 50,311 57,090 
Other accruak 327,584 319,091 1,599,678 

2,877,437 4,391561 i,039,06i 
Liabilities: 
Unearned intemt revenues on 

transactions den at a dKount 
(Note 3-14 131,172 130,972 169,654 

Accrued COSB incurred on fun& 
not taken at a dimcount 1,888,083 2,926,966 4,278,761 

Accrued expenser 742,317 763,301 917,126 
Other accruals 557,155 792,531 1299,526 

3,318,iX 4.593.777 6,665,074 
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(17) DUE TO CREDIT INSTITUTIONS 

The breakdown, by currency, type and customer residence 
sect04 of the balances of this caption on the liability side of the 
accompanying consolidated balance sheets is as follows: 

Thousands of Euros 

CONCEKOS 2003 2002 2001 
By currency 
In euros 38,278,736 32,482,221 36,508,793 
In foreign cumdcs 23291,052 23,636,827 28,079,202 

61569,788 56,119,WS 61,587993 

By typc 
Current acwUntG 

Current accountS 32J75 133,796 52,240 
Other accountS 1,510,157 1,403,561 1,360>78 

1,512,432 1,537,357 1,412.818 

Otller- 

Bank of Spain and other central 
banks: 
W i t  account drawdowns 13,792,525 7,827,204 3,021,624 
Assets sold under repurchase 

agreement (Nom 6,7 and 8) 7,131,686 2,020,801 1,686,789 

Tune deposits 26,462,007 26,983,251 34,759,980 
Asm sold under ~ p ~ r c h a w  

agreement ( N o s  6 and 7) 10,863,009 14398,398 20,659,474 
Security payables 1,463J27 2,600388 2,352,866 

Due to c d i t  insritutions: 

By sctmr 
Resident sector 33,237,280 22,692,790 20,677,483 
Non-resident sector 28,332,508 33,426,258 43,910,512 
Europe 11,078,197 13,104,189 20,318,646 
United States 1,686,751 3,261,860 3,221,272 
latin America 11,725,010 11,183,869 13,190,079 
other countries 3,842,480 5,873,349 7,180>15 

61569,788 .56,119,048 64,587,995 

As of December 31,2003,2002 and 2001, the Group had 
assen, mainly loans, credits and securities (see Note 8) securing 
financing lies assigned by the Bank of Spain and other central 
banks. As of Decembeq 2003,2002 and 2001, the financing limit 
assigned to the Group was ‘216,622,829 thousand, €11,653,181 
thousand and €7,667,197 thousand, respmively, of which it had 
drawn down €13,981,458 thousand, €7,998,063 thousand and 
63,021,624 thousand, respectively. 

The detail, by due date, of the balances of the “Due to Credit 
Institutions - Other” caption in the accompanying consolidated 
balance sheets, and of the average interest rates for each yeaq is as 
follows: 

Tbouvadl of Ems Average 
lnteex 

Upto 3Monthr lYear Ova 
CONCE€TOS 3 Month to 1 Year to 5 Yem 5 Yeas the Year 
R a l a m  at Ikembcx31. 
1003- 

Bank of Spain and other 

he to credit mrtitutioos: 
mtral banks 20,373,300 26,943 296,475 227,493 2.3% 

Tune depais 16,418,886 3,803,228 4,654,245 1,585,650 3.0% 
Asm sold under 

repurchase 

Security payables 
agreemeat 10,063,358 108,443 691,206 - 5.4% 

and 0 t h  accouns 81,101 237,582 938,257 521,189 3.7% 
16,936,6.15 4,176,196 6,580,183 1,331:332 

Ralmnccs at 1)eccmber 31, 

Bank of Spain and other 

Due to credit inStiNuOnS: 

2002- 

antral banks 9,848,005 - 4.0% 

Tie dewits 15,097,271 5,522,083 4,38 7,679 1,976,218 4.0% 
Assets sold under 

repurchase 

Security payables 
agreement 13,879,667 670,678 48,053 - 5.0% 

and other acxounts 969,629 76,311 1,306,900 799,197 1.2% 
39,794,572 6,269,071 5,742,632 2.771,41.C 

Ralanccr atDm“a 31, 

Bank of Spain and other 

Due to credit institutions: 

2001- 

antral banks 4,708,413 - 5.7% 

Tune deposits 22,405,770 4,919,780 4,634,552 2,799,878 5.3% 
Asm sold under 

repurchase 

kurirv oayablo 
agreement 19,016,591 1,485,601 157,282 - 6.2% 

,. * 
andother afcouna 791,920 120,398 1,353,075 781,917 2.7% 

46,922,694 6,515,779 6.144,909 3,581,795 
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The detail, by type and customer country of residence, of this 
caption as of December 31,2003,2002 and 2001, is as follows: 

Asses Sold 
with 

RepWChW 

Demand T i e  Commitment Total 
2003: 
Residmt s m r  10,689,304 12,468,543 10,079,433 33,237,180 
Non-resident rector: 
Europe 1,149,918 8,233250 1,695,029 11,078,197 
United SUES 212,708 5,117,437 6,394,935 11,725,080 
latin-America 136,255 1J50,496 - 1,686,751 
Other 158,032 3,684,448 - 3,842,480 

1.656,913 lR,SfiS,G11 S,US9,W 2R.332,508 
Total 12J46Jl7 33,054,154 18,169,397 61,569,788 

2002: 
Rcsidait S & ~ M  6,174,267 9,656.445 6,862,078 22,692,790 
Non-resident ssctor: 
Europe 1,011,457 9,372,830 2,719,902 13,104,189 
Unid States 585,166 2,178,033 501,661 6,264,860 
Latin-America 2,165,945 2,482,366 6,535,558 11,183,869 
Other 96,952 5,776,388 - 5,873,340 

3,859,520 19,809,617 9,757,121 33,426,258 
’rotal 10,033,787 29,46466,062 16,619,199 S6,119,M$ 

2001: 
Raidcnt sector 1!001,572 931 1,589 7,364,522 10,677,483 
h‘on-resident rator: 

Europe 2,015,085 10,770,088 7,533,473 20,318,646 
United Sam 235,406 1,957,011 1,028,855 3,221,272 
Latin-America 245,446 6>25,020 6,419,613 13,190,079 

2,712,201 26,216,370 lJ,YGl,y.II 43,910,51? 
Othar 216,?.64 6,964,251 - 7,180,515 

Total 6,713,773 3 s , w , w  22,346.263 hi,jai,995 

(18) DEPOSITS 

The breakdown, by currency and sen04 of the balances of this 
caption in the accompanying consolidated balance sheets is as 
follows: 

Thousands of Euros 
2003 2002 2001 

Ry currency: 
In euros 84,686,645 83,469,150 80,968,079 
In foreign currencies 56,362,262 63,091JS 85,531,355 

14I,U4S,W7 146,560,365 166,4!%434 
By SCCIOI: 

Public sector 8,114,961 9,264,244 6,637,674 
Other reiident sexon- 

Current accoun6 37,018,177 35,508,915 34,653,467 
Tie deposis (Note 3-1) 17,465,890 16,943,643 17,007,765 
Assets sold under repurchaie 

agreement (No& 6,7,8 
and 9) 11,433,331 11,768,772 13,841,201 

74,032,3SY 73,485,jiJ i2,110,107 
Non-reiidmt &or 

Europe 10,914,154 10,375,037 11,277271 
United Stam 3,380,749 5,220,043 3,994,320 
Latin h r i c a  44,673,444 51,662,008 73,275,465 
Other countries 8,048,201 5,817,703 5,812,268 

67,016,548 73,074,791 94,359,327 
141,048,907 146J60J65 166.499,434 

The detail, by due date, of the balances of the ‘‘Savings 
Acmunts -Time” and “Other Deposirs - lime” captions in the 
accompanying consolidated balance sheets is as follows: 

Thousands of Euros 

Savings accounts - Time- 
Up to 3 months 
3 months to 1 year 
1 to 5 years 
Over 5 years 

Other deposits - lime- 
Up to 3 months 
3 months to 1 year 
1 to 5 years 

2003 2002 2001 

26,843,370 43,060,188 40,081,216 
10,288,636 7,841,440 12,770,250 
17,367,542 5,338,418 10,829,710 

988,236 1,196,306 3,830,995 
Sj,JS7,784 57,436,352 67.512,171 

20,180,434 24,762,519 27,593,148 
316,695 622,128 380,455 
21,915 15,621 691 

Over 5 years 17,108 - I 

20,536,152 2.5.400J6R 27,974,294 
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(19) hMKKETMLE DEBT SECUR1TIES 

The breakdown, by type of security and currency, of the 
balances of the *Marketable Debt Securities - Bonds and Debentures 
Outstanding" account in the accompanying consolidated balance 
sheets as of December 31,2003,2002 and 2001, is as follows: 

'Ihousands of Euros 
2003 2002 2M)l 

In twos- 
Nonconvertible floating rat  bonds 

Nonconvmible bonds and debentures 
and debentures 11,081,919 6,877,013 7,883268 

at weghted hed rate of 4.71% (r)  3,944,170 2,993,778 2J38,299 

Mortgage bonds 11,359,758 8,416,727 5,656,161 
26,385.547 JS292.905 15,7115,607 

Convertible detenturer - 5,387 7,879 

In fmigfl m a w  
Nonconwmble floahg rate bonds 

and debentures 672,068 2,202,332 2,611,650 
Nonconwriible bonds and dehtutes 

at weighted hd rate of2.83% (") 819,367 1,538,140 1,815,471 
Floating radg mortgaB bonds 381,691 360,499 426,370 

1,573,126 4,100.9:l 4,853,491 
?8.2.58,973 21,393,876 20,619,098 

('1 Thc inarcrr rarc rcfcrr to 2003, thrcquivalcm in 2002 and 2001 were 5.27% and 

(")Theintwmt rate refers to 2003, the equivalenrr in 2002 and 2W1 were 4% and 
S.79%. 

4.51%. 

The "Mortgage Bonds" account includes various issues with an 
average weighted interat rate of 4.65%, 4.82% and 5.83% in 2003, 
2002 and 2001, respecrively, and the final maturity of the last of 
them is in 2011. The nominal amount outstanding and the interest 
on the mortgage bonds are guaranteed, without a registration 
requirement, by such mortgagcs as may, at any time, be registered in 
favor of the Bank (the issuer), without prejudice to its financial 
liability. 

In 2003,2002 and 2001, BBVA Global Finance Ltd. launched 
various issues amounting to €4,678,266 thousand, €5,080,695 
thousand and €5,594,750 thousand, respectively, within a mcdium- 
term forcign currency euro-bond program with a limit of €20,000 
million (Note 21). These issues are denominated in euros, U.S. 
dollars, Japanese yens and various other currencies, have a fixed or 
variable yield based, in the latter case, on a floating annual return 
plus a variable issue or redemption premium dependent on certain 
factors. 

The debt securities composing the balance of this caption as of 
December 31,2003, are scheduled to mature (disregarding the 
possibility of the early redemption of certain issues) as follows: 
Maturity Thousands of Euros 

2004 7,906,732 
2005 
2006 
2007 
2008 
Subsequent years 

5,803,164 
846,538 

3,614,484 
700,119 

9,387,936 
28258,973 

Following is a breakdown, by due date and currency, of the 
balance of "Promissory Notes and Other Securities" in the 
accompanying consolidated balance sheets: 

Thousands of Euros 

2003 2002 2001 
By due dac: 

Up to 3 months 4,085,117 4,103,111 :,253,591 
3 months to 1 year 2,038,437 1,018,879 1,189,990 
1 to 5 yeaa 125 7,406 292,995 

6,113,679 5,129,396 4,736,576 

In euros 5,473,789 3,379,742 3,243,740 
In other currencies 649,890 1,749,654 1,492,836 

6,123,679 5,129,396 4,736,576 

By currency: 
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(20) PROVlSIONS FOR CONTINGENCIES AND 
EXPENSES 

The variations in 2003,2002 and 2001 in the “Provisions for 
Contingencies and Expense - Pension Provision” and “Provisions for 
Contingencies and Expenses - Other Provisions” captions in the 
accompanying consolidated balance sheets were as follows: 

Thousands of Euros 
2003 2002 2001 

Pension Othm Pension OIhU Pension Othcr 
Provision Provisions Provision Provisions Provision Provisions 

Beginning balances 2,621,907 2,221,413 2,358,F.52 2,425,SRR 3,823,098 1,209,736 
Add- 
Provisions charged to income for the year 147,179 575,873 200,734 948,556 79,389 1,054,878 
Provision charged to r e x “  (Notes 2-h, 3-j and 24) 799,416 - 499,177 - 731,743 - 

Inclusion of companies in the Group - 1,576 - 149 220 8,685 
Transfers of off-balance-sheet risks I - - 86,278 - - 
Transfers and other variations 103,621 324,052 159,927 - 81,067 429,951 
Lcss- 
Releaser - (697,080) - (546,724) (84) (155,398) 
Paymen$ to personnel taking early retirement (Note 3-j) (429,168) - (407,153) - (348,473) - 

Amounts wed and other variations (211,042) (91,250) (189,330) (692,193) (8,408) (122,264) 
Tramfcrs to off-balance-sheet risks - (62,275) - - - - 
Exclusion of companies from the Group - (84,635) - (243) - - 
Ending bahnas (Note Zf) 3>031,913 2J87,672 2,621,907 2,221,411 2.358,552 2,425,588 

The provisions out of 2003 income to the “Pension Provision” 
were charged to the “Financial Expenses” (€69,893 thousand), 
“General Administrative Expenses” (€56,420 thousand) and 
“Extraordinary Losses” (€20,866 thousand) captions in the 
accompanying consolidated statement of income. The amounts 
charged to these captions in 2002 were €60,041 thousand, 639,067 
thousand and €101,626 thousand, respectively. The amounts 
charged to these captions in 2001 were €42,480 thousand, e32,203 
thousand and €4,706 thousand, mpextively (Note 28). 

The provisions out of 2003 income to “Other Provisions” were 
mainly charged to the “Market Operations” (€783 thousand) and 
“Extraordinary Losses” (G575,090 thousand) captions in the 
accompanying consolidated s tament  of income. The amounts 
charged to these captions in 2002 were €141,218 thousand and 
€785,267 thousand, respectively. The amounts charged to these 
captions in 2001 were €77,633 thousand and €880,218 thousand, 
respectively (Note 28). The reversals are recorded mainly in 
“Extraordinary Income” in the related accompanying consolidated 
statements of income. 

The breakdown of the balances of the “Other Provisions” 
caption in the accompanying consolidated balance sheets as of 
December 31,2003,2002 and 2001, is as follows: 

Thousands of Euros 
2003 2002 2001 

Provisions for other commims 
to employm (Nom 3-j and 3-k): 
-Covered by sham (Note 3-i) 10,351 9,921 12,339 
- 0 th  commit” 52,401 46,183 112,395 

Provisions for contigmier 909,510 877,691 624,121 
Provisions for off-balance-sheet 

riiks (Notes 3-c and 8) 209,270 271,545 185,268 
Provision for futures transactions 

(Notes 3-m and 26) 277,614 280,721 168229 
Other provirions (‘) 728,526 735,350 1,323J36 

2,18:.67! 2,221,411 2,42.i,SM8 

1‘) lncludcs rhr spccific provision for Argentina (NMC 3-i), 

Most of the provisions for contingencies are to cover tax 
contingencies. 

(21) SUBORDINATED DEBT 

The detail of the balances of the “Subordinated Debt” caption 
in the accompanying consolidated balance sheets as of December 31, 
2003,2002 and 2001, is as follows: 
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Interest 
Rate Final 

JSSUER 2003 2002 2001 12/31/03 Date 
Thousands of Euros at Maturity 

Issun in euros- 
BANCO BILBAO VIZCAYA ARGENTARIA, LA.: 

July 1996 
July 1996 
February 1997 
September 1997 
December 2001 
July 2003 
November 2003 

September 1995 
March 1997 
October 1997 
October1997 
July 1999 
February 2000 
December 2000 
July 2001 
October 2001 
October 2001 
October 2001 
November 2001 
December 2001 

BBVA CAPITAL FUNDING, LTD.: 

Irsucs it1 foreign currencies- 
BBVA GLOBAL FINANCE, LTD.: 

July 1995 
July 1995 
December 1995 
December 1995 
December 1995 

July 1996 
BILBAO VIZCAYA INVF.Sl?dFhTS BV: 

BBVA CHILE, LA. 
BBVA BANCO FRANCES, LA. 
BBVA CAPlTAL FUNDING, LTD.: 

July 1995 
August 1995 
September 1995 
October 1995 
October 1995 
February 1996 
November 1996 
February 1997 

BBVA PUERTO RICO 
BBVA BANC0,MER: 

Convertible debentures - Dec. 1996 
Nonconvcmble debentures - November 1998 
Bancomer Gran Cayman (various) 
BBVA Bancomer 
Bancomer UDIS - December 1996 

GRUPO FINANCIER0 BBVA BANCOMER: 
BBVA BANCOiMER CAPlTAL TRUST: 

February 2001 

84,142 
27,947 
60,101 
36,061 

1,500,000 
600,000 
750,000 

13,613 
45,735 
76,694 

228,674 
73,000 

500,000 
750,000 
500,000 
60,000 
40,000 
50,000 
55,000 
56,000 

11 8,765 
39388 
59,382 
59,382 

158,353 

- 
30,359 
5294 

79,177 
22214 

74,047 
118,765 
197,942 
158,353 

- 

- 
- 

- 

176,202 
198,814 

- 

- 

84,142 
27,947 
60,101 
36,061 

1,500,000 
- 
- 

13,613 
45,735 
76,694 

228,674 
73,000 

500,000 
750,000 
500,000 
60,000 
40,000 
so,o00 
55,000 
56,000 

143,034 
47,678 
71,517 
71,517 

190,712 

- 
41,714 
29,473 

95,356 
24,117 

80,392 
143,034 
238,391 
190,712 

15,418 

- 

- 

- 

232,243 
237,883 

- 

- 

84,142 
27,947 
60,101 
36,061 

1,500,000 
- 

- 

13,613 
45,735 
76,694 

228,674 
73,000 

500,000 
750,000 
500,000 
60,000 
40,000 
50,000 
55,000 
56,000 

170,203 
56,734 
85,102 
85,102 

226,937 

601 
53,083 
88,601 

113,469 
26,013 

113,469 
86,707 

170,203 
283,672 
226,937 
170,203 

- 

34,083 
309,753 
398,370 
32,524 

154,714 

395,883 476,784 567,344 
7,399,467 6,486,942 7,610.i91 

9.33% 
9.37% 
6.97% 
6.65% 
3.52% 
2.53% 
4.50% 

1.57% 
2.36% 
2.33% 
6.00% 
6.35% 
6.38% 
2.77% 
5.50% 
5.73% 
6.08% 
2.73% 
2.86% 
4.16% 

6.88% 
1.61% 
1.36% 
1.36% 
7.00% 

- 
Several 
Several 

1.57% 
3.45% 

5.40% 
6.88% 
6.38% 
1.54% 

6.25% 

- 

- 

- 

Several 
Several 

- 

- 

10.05% 

December 2006 
December 2016 
December 2007 
December 2007 
January 2017 

July 2013 
November 2015 

September 2005 
March 2007 

October 2007 
December 2009 
October 2015 
February 2010 
December 2010 

July 2011 
October 201 1 
October 2016 
October 2016 

November 2016 
December 2016 

July 2005 
January 2005 

May 2005 
May 2006 

December 2025 

July 2006 
Several 
Several 

September 2004 
August 2010 

September 2007 
October 2015 
October 2005 
February 2006 

November 2006 
February 2007 

Several 

December 2006 
Several 
2004 

Several 
March 2002 

February 2011 
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These issues are classified as subordinated debt and, 
accordingly, are deemed to have a lower seniority than all the 
accounts payable to common creditors. 

The detail, by due date, of the balance of the “Subordinated 
Debt” caption in the consolidated balance sheet as of December 31, 
2003, is as follows: 

Maturity Thousands of Euros 
2004 266,615 
2005 
2006 
2007 
2008 

356,396 
677,009 
219,713 

2,702 
Subsequent years 5,877,052 

7.199 487 

The issues of BBVA Capital Funding, Ltd. and BBVA Global 
Finance, Ltd. are guaranteed (secondary liability) by the Bank. 

The issue by Bilbao Vmaya Investment BV, of USS250 million, 
was redeemed early in January 2002 through conversion of rhe 
bonds into shares of the Bank. This exchange was performed at the 
fixed conversion rate of €3.99 euros per share, which gave rise to the 
delivery of 377,330 previously-issued shares. In 2001 bonds with a 
face value of USS5.42 million were exchanged for the equivalent of 
1,048,787 Bank shares already issued. These transactions did not 
give rise to material gains. As of December 31,2001, the bonds 
outstanding amounted to US$2.4 million (face value). 

The interest on the subordinated debt amounted to €327,554 
thousand in 2003, C405,775 thousand in 2002 and €429,694 
thousand in 2001 (Note 28-b). ’ 

(221 MINOKITY INTERESTS 

The variations in 2003,2002 and 2001 in the balances of this 
caption in the accompanying consolidated balance sheets were as 
follows: 

Thousands of Euros 
2003 2M12 2Wl 

Xeginsing balance 5,674,163 6,394,029 6,304,286 
Prior year’s net itlcomc 746,919 645J23 681,800 

6,421,082 7,039,252 6,9Rb,OR6 
Capital increases and reductions (88) 714,451 226,731 
Dividends paid to minority 

shareholders (353J83) (343,029) (501,779) 
Ganges m the composition 

of the Group and changes in the 
perrmtages ofownership (Note4) (88,372) (438,191) (440,247) 

Exchange dlfferenoes (Note 3-b) (210,754) (1,364,210) 172,521 
Other variations (’) (342,667) 65,890 (49J83) 
Share in inmmt for thc year 670,463 74.YlY 645223 
Ending balance 6,096,381 6,421,082 7,039252 

(‘)This capdon inch&, invr alia, rcdmptiondkuances of preferred shares that took pla- 
ce in 2003,2002 and 2001. 

The breakdown, by company, of the “Minority Interests” 
caption in the accompanying consolidated balance sheets as of 
December 31,2003,2002 and 2001, is as follows: 

Tkousands of Euros 
2003 2002 2001 

Preferred sharer- 
BBVA Intemaaonal, Ltd. (1) 3,040,000 3,216J05 2,295,794 
BBVA Preferred Capital, Ltd. (2) 190,024 198,993 523,721 
BBVA Pnvanza lntemational 

(Gibraltar), Ltd. (2) 55,424 266,152 663,175 
BBVA Capital Funding, Ltd. (3) 255,616 418,496 550,930 
BBVA Capital Finance, S.A. 350,000 

3,891,094 4,100,146 4,033,621 
By company- 
BBVA Bancomer Group 884,710 957,149 1,079,121 
BBVA Banco F r d  Group (3,542) 18,836 212,115 
BBVA Banco Canadem Croup 8,969 11,748 18,709 
BBVA Chile Group 102,103 103,295 145,511 
BBVA Banm Continental Group 104,043 104,339 159,773 
BBVA Banco Rovlncial Group 109,862 117,890 271,958 
Provida Group 58,631 50,636 47,555 
B m  Intemacional &Andorra, SA. 133,803 91,008 69,080 

Other companies 136,245 119,116 72,368 
1,534,824 1574,017 2,360,408 
5,425,918 5,674,163 6,394,029 

Brunara, SLMCAV) S.A. (Note 4) - 284,212 

(1) Listed on the Spanish AIM fiucd-irutome market, and the Luxembur& Frankfun 
and Amsterdam stodc markets. 

(2) Listcd on thc Nm York std marker. 
(3)  Listed on thc London and Frankfurt s t d  markets. 

The breakdown, by company, of the share in income for the 
years ended December 31,2003,2002 and 2001, is as follows: 

Thousands of Euros 
2003 2002 2001 

Preferred shares- 
BBVA Inoemational, Ltd. 165,237 167,743 146,286 
BBVA Preferred Capital, Ltd. 16,295 29,862 32,280 
BBVA Privma International 

(Gibraltar), Ltd. 12,516 43,925 95,074 
BBVA Capital Funding, Ltd. 20,113 34,099 41,542 
BBVA Capital Fnam, S.A. 288 

214,419 275!6!9 315,IBZ 
By mmpany 
BBVA Bancomer group 289,779 317,813 427,812 
BBVA Banco F r d  group 932 14,380 (212,115) 

BBVA Gile group 7,413 5,373 8,330 
BBVA Banco C o n r i i d  group 27,956 30,900 (15,710) 
BBVA Banco Provincial group 71,595 65,649 61,619 
Provida group 11,276 13,232 25,807 
Baric lntemacional &Andorra, S.A. 34,992 46,498 60,973 

BBVA Banco Ganadero group 2,412 1,109 535 

Bmara, SIMCAV, S.A. (Note 4) - (20,921) 
Other companies 9,659 (23,664) (7,289) 

456,014 4714% 330,041 
670,463 746319 645,223 
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The foregoing balances include various issues of 
noncumulative, nonvoting, preferred stock guaranteed by Banco 
Bilbao Vicaya Argentaria, S.A., the detail of which is as follows: 

Issued Amount 
Ihlillions) 

Fixed Annual 
Dividend 

2003 2002 2001 2003 2002 2001 
BRVA Privam International KXhraltar), 1,td.- 

December 1992 
June 1993 
June 1997 
June 1997 

March 1998 
November 1998 
February 1999 
April 2001 
March 2002 
December 2002 

April 1995 
April 1998 
April 1998 

June 1997 
June 2001 

December 2003 

BBVA Jnranatioual, Ltd.- 

BBVA Capital Funding, 1.d- 

BBVA Mmed Capiral, Ltd.- 

BBVA Capital Finance, S A  

US$ - 
US$ - 
US$ 70 
US$ 

US$ 
e 700 
E 1,000 
e 340 
e 500 
6 500 

6 
e 256 
US$ 

US$ 
US$ 240 

e 350 

- 

- 

- 

- 

- 

These issues were subscribed by third parties outside the Group 
and are wholly or partially redeemable at the Company’s option after 
five or ten years from the issue date, depending on the terms of each 
issue. 

(23) CAPITAL STOCK 

As of December 31,2003,2002 and 2001 the capital stock of 
Banco Bilbao Mzcaya Argentaria, S.A. amounted to 
€1,565,967,501.07, and consisted of 3,195,852,043 fully subscribed 
and paid registered shares of €0.49 par value each. 

There were no variations in the Bank’s capital stock in 2003, 
2002 and 2001. 

The shares of Banco Bilbao V i a y a  Argentaria, LA. are listed 
on the computerized trading system of the Spanish stock exchanges 
and on the New York, Frankfurt, London, Zurich, .Milan and Buenos 
Aires s t d  markets. Also, as of December 31,2003, the shares of 
Grupo Financier0 BBVA-Bancomeq LA., BBVA Banco Continental, 
LA., Banco Provincial C.A., BBVA Banco Ganadero, LA., BBVA 
Chile, S.A., BBVA Banco Francis, LA. and Am Provida were listed 
on their respective local stock markets and, in the t a x  of the last 
three entitiq on the New York Stock Exchange. In addition, Grupo 
Financier0 BBVA Bancomer, S.A. and BBVA Banco Francts, S.A. are 
listed on the Latin-American market of the Madrid Stock Exchange. 

- - 100 - 9.00% 
248 248 - 8.00% 8.00% 
70 70 7.76% 7.76% 7.76% 

250 - 8.00% - - 

350 350 - 7.20% 7.20% 
700 700 6.24% 6.24% 6.24% 

1,000 1,000 5.76% 5.76% 5.76% 
340 340 7.01% 7.01% 7.01% 
500 - 3.50% 3.94% 
500 - 3.25% 3.94% 

- 
- 

- - 500 - 9.00% 
256 256 6.35% 6.35% 6.35% 
200 200 - 7.20% 7.20% 

- 250 - - 7.80% 
240 7.75% 7.75% 7.75% 240 

The variations in 2003,2002 and 2001 in the “Treasury Stock” 
caption on the asset side of the accompanying consolidated balance 
sheets were as follows: 

lhouslndr o f h o s  
SeLllritiCS 

R e w i n g  Revaluation 
Portioouv Ram 

ParVabc tohst’ (“3-ij TOTAL 
Balance at Decrinher 31,2000 !:I69 154,334 (+6,?Y5) 112,W 
Purchases (Note 4) 110,743 3,218,603 - 3,329,346 
Sal6 (112,925) (3J91,398) - (3,404,323) 
Net release of the sacunties 

Bdancc at Dmnk 31,ZM)l 2,987 81 
revaluation rwwe (Note 3-1) 

Purchases (Note4) m,on 
sales (192,675) (4237,173) - (4,429,848) 
NR relm of the secuntier 

rwaluation rerewe (Note 31) - 7.833 7.833 
Other variations (1051 

Sales (202,332) (3,795,463) - (3,997,795) 

Kalancc at kmha 31,2002 5,284 
Purchases (Note4) 200,711 

Net charge to the securities 
revaluation m w e  (Note 3-i) - [l5,115) (15,115) 

Other variations 5 214,260 - 214,265 
Balance at h b  31,2003 3.668 iS2SI (I.;,$@! 66,059 
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Securities revaluation resew= to cover treasury stock were 
recorded amountig to €15,864 thousand, €749 thousand and 
€8,582 thousand, as of December 31,2003,2002 and 2001, 
respectively. The net provisions tdreleases of securities revaluation 
reserves in 2003,2002 and 2001 due to disposals of treasury stock 
amounted to €2,643 thousand, €1,053 thousand and €40,538 
thousand, respectively, and were recorded in 2003 under the ‘Income 
on Group Transactions’’ captions, in 2002 under the ‘Losses on 
Group Transactions” caption and in 2001 under the ‘Income on 
Group Transactions” caption, in the accompanying consolidated 
statemeno of income. 

As of December 31,2003 and 2002, the Bank held treasury 
stock with a nominal value of f2,509 thousand and ‘3,242 
thousand, respectively, to cover futures transactions related to the 
performance of certain stock market indexes. As of December 31, 
2001, the Bank held treasury stock with a nominal value of less than 
€1,000 (Note 26). 

From January 2001 through December 31,2001, the percentage 
of outstanding shares held by BBVA and itF consolidated companies 
varied from 0.4506% to 0.0470% calculatd on a monthly basis. 
From January 2002 through December 31,2002, the percentage of 
outstanding shares held by BBVA and its consolidated companies 
varied from 0.13% to 0.74% calculated on a monthly basis. From 
January 2003 through Deaember 31,2003, the percentage of 
outstanding shares held by BBVA and its consolidated companies 
varied from 0.153% to 0.683% calculated on a monthly basis. 

The gains and losses on treasury stodc transactions, amounting 
to €16,048 thousand and €18,758 thousand, respectively, in 2003, 
€15,802 thousand and €23,898 thousand, respectively, in 2002 and 
€33,843 thousand and €31,859 thousand, respectively, in 2N1, are 
recorded under the “Income on Group Transactions” and “Losses on 
Group Transactions” captions, respectively, in the accompanying 
consolidated statements of income. 

As of December 31,2002 and 2001, there were no individual 
equity investments of over 5% in the Bank‘s capital stock. However, 
as of December 31,2003, Chase Nominees Ltd., in its capacity as an 
international custodian bank, owned 5.25% of the Bank’s capital 
stodt. As of December 31,2003,2002 and 2001, Fundaci6n Banco 
Bilbao Vicaya, a private not-for-profit charitable, educational and 
cultural institution set up in 1988 with a contribution of e84,142 

thousand from the Bank which was charged to the merger surpluses, 
owned a total of 34,365,852 shares of the Bank. 

On March 1,2003, the Shareholders’ Meeting authorized, in 
accordance with the stipulations of Article 153.1.a) of the Spanish 
Corporations Law, a capital increase of €782,983,750 and the 
delegation to the Board of Directors, for the legally stipulated period 
of one yeas of the required powers to fully or partially execute the 
aforemmtioned capital increase, and provided for the possibility of 
not performing the a u t h o r i i  capital increase. As of December 31, 
2003, the Board of Dirmon had not performed the authorized 
capital increase. In addition, the aforementioned Shareholders’ 
Meeting authorized the issuance of up to €6,000 million of 
debentures convertible to and/or exchangeable for Bank shares. As of 
December 31,2003, no issue had been made under this 
authorization. 

As of December 31,2003, the additional capital stock 
a u t h o r i  by the Shareholders’ Meeting on March 9,2002, 
amounted to €782,983,750. The legally stipulated period within 
w h h  the directors can carry out this increase is five years. As of 
December 31,2003, the directors had not made use of this 
authorization. Also, the aforementioned Shareholders’ Meeting in 
March 2002 authorized the Board of Directors, for a five-year 
period, to issue up to G20,OOO million of bonds of any class or type. 
As of December 31,2003, an issue of bonds of up to €10,000 
million had been recorded. 

Also, the aforementioned Shareholders’ Meeting in ‘March 2002 
authorized the Board of Directors to issue, on one or several 
occasions, warrants on shares of the Company up to a maximum of 
€1,500 million, fully or partially convertible to or exchangeable for 
Company shares over a maximum period of five years. None of these 
securities had been issued as of December 31,2003. 

As of December 31,2003,2002 and 2001, there were no 
capital increases in progress at any of the companies in the Finance 
Group. 

(24) RESERVES 

The variations in 2003,2002 and 2001 in the “Reserves” 
captions in the accompanying consolidated balance sheets were as 
follows: 
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Thousands of Euros 
Net Reserves 

and Accumulated 
Losses at 

Additional Revaluation Consolidated 
Paid-in Capital Reserves Reserves Companies TOTAL 

Ualances at January 1, 2001 6,873,827 1,027,258 176,28 1 2,625,005 10,702,371 
Prior year’s net income - 1,380,574 - 851,513 2,232,087 
Dividends out of prior year’s net income - (1,138,773) - 8,193 (1,130,580) 
Recording of proiisions for early retirement, net of taxes 

(Nota 2-h, 3-j and 20) (38,886) (432,894) - (7,461) (479,241) 
Exchange differences arising from consolidanon 

(Nota 3-b and 4) - - - (593,860) (593,860) 
Tramfers and other vatiations - 583,053 - (629,757) (46,704) 

Prior year’s net income - 1,311,561 - 1,051,775 2,363,336 
Dividends out of prior year’s net income - (1,224,010) - 4,398 (1,219,612) 

(Notes 2-h, 3-j and 20) (224,589) (96,512) - (3,364) (324,465) 

(Notes 3-b and 4) - - - (1,246,358) (1,246,358) 
Transfers and other variations (97,555) (63 8 , 7 3 )  I 754,984 18,656 

Balances at Dcccrnbcr 31,2001 6,834,941 1,419,218 176281 2,253.633 10,684,073 

Recording of provisions for early retirement, net of tax= 

Exchange differenca ansing from comolidahon 

Balanccs at Dcccmbcr 31,2002 
Prior year’s net income 
Dividends out of prior year’s net income 

6,512,797 771,481 1i6,281 2,815,068 10,27S,630 
- 1207.096 - 512,033 1.719.129 
- (l;112;156) - 3,120 (1;109;036) 

Raording of provisions for early retirement, net of taxes 
(Not6 2-h, 3-j and 20) (237,382) (277,662) - (4,576) (51 9,620) 

Exchange differenca arising from consolidation 
(Nota 3-b and 4) - - - (339,284) (339,284) 

Transfers and other nriadons (1,514) 382,715 - (500,509) (1 19,308) 
balance at Uecember 31,2003 6,273,YOI 971.177 376,283 2,495,852 9,907,511 

Additional paid-in capital- 

Thii caption in the accompanying consolidated balance sheets 
includes the surpluses arising from the merger of Banco Bilbao, S.A. 
and Banco Vizcaya, S.A. (Note l ) ,  the derail of which is as follows: 

Thousands of Euros 
Revaluation of: 
- Buildings 592,243 
-Equity securides portfolio 278,383 
Less- 
Appropriations in 1988 (229,484) 

641,142 

The revised Corporations Law expressly permits the use of the 
additional paid-in capital balance to increase capital and establishes 
no specific restrictions as to its use. 

Reserves and revaluation reserves- 

The detail of these captions in the accompanying consolidated 
balance sheek, which include the reservm of the Group attributed to 
the Bank, is as follows: 

lloeands of Euros 
2003 2002 2001 

KesmcteJ rcsme+ 
Legal reserve 313,194 313,194 313,194 
Restricted reserve for retired capital stock 87,918 87,918 87,918 
Restricted mrve for Parent Company 

Sham 76,812 121,140 30,923 
Restricted r m v e  for redenomination 

of capital stock in euros 1,861 1,861 1,861 
Revaluanon rmms Royal 

Decree-Law 7/1996 176,281 176,281 176,281 
Unmmctd mmw 
Voluntary and other reseryes 6,551 6,551 6,551 
Consolidation reserves attributed 

to the Bank 485,141 240,820 978,771 
1,147,758 947,765 1,595,499 

Legal reserve- 

According to the revised Corporations Law, 10% of the income 
for each year musr be transferred to the legal reserve. These amounts 
must be transferred until the balance of this reserve reaches 20% of 
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capital stock. This limit had already been reached by Banco Bilbao 
Wzcaya Argentaria, S.A. as of December 31,2003,2002 and 2001. 
The legal merve can be used to increase capital provided that the 
remaining reserve balance does not fall below 10% of thc increased 
capital stodt amount. 

Except as mentioned above, until the legal reserve exceeds 20% 
of capital stock, it can only be used to offset losses, provided that 
sufficient other reserves are not available for this purpose. 

Resmcted reserves- 

According to the revised Corporations Law and to Law 
46/1998 on the introduction of the euro, the respective restricted 
reserves were raorded in relation to treasury r t d  held by the 
Group, to customer loans secured by shares of the Bank, to the 
reduction of the par value of each share in April 2000 and to the 
redenomination of capital stodt in euros. 

Asset revaluation reserves (Notes 3-e and 3-0- 

Prior to the merge6 Banco de Bilbao, S.A. and Banco de 
Vmaya, S.A. availed themselves of the asset revaluation provisions of 
the applicable enabling legislation. In addition, on December 31, 
1996, the Bank revalued its property and equipment pursuant to 
Royal Decree-Law 711996 by applying the maximum coefficients 
authorized, up to the limit of the market value arising from the 
existing valuations. The resulting increases in the cost and 
accumulated depreciation of property and equipment and, where 
appropriate, in the cost of equity securities, were allocated as follows: 

Thousands of Euros 
Legal revaluatioiis of propmy md equipment: 
Cost 186,692 
Less- 
Single revaluauon tax (3%) (5,601) 
Balance at December 31,1999 181,091 
Adjustment as a result of review by the tax 

Balancc at Deceniber 31,2000,2001,2002 
authorities in 2000 (4,8101 

and 2003 176,281 

Subsequent to the review of the balance of the “Revaluation 
Reserves Royal DecreeLaw 7/1996” account by the tax authorities 
in 2000, it can only be used, free of tax, to offset recorded losses and 
to increase capital stock through January 1,2007.  From that date, 
the remaining balance of h s  account can be taken to unrestricted 
reserves, provided that the surplus has been depreciated or the 
revalued assets have been transferred or written off. If this balance 
wcre used in a manner other than that provided for in Royal Decree- 
Law 711996, it would be subject to tax. 

Reserves and accumulated losses at consolidated companies- 

The breatdown, by company, of these captions in the 
accompanying consolidated balance sheets is as follows: 

Thousands of Euros 
2003 2002 2001 

Reren-es at u*rsdidated cump;mics- 
FUIIY or prppotdondy wmolidatcd 

mm nits: 
Hol& Continental, SA. 24,714 
Anck Inveshnens, S.A. 89,556 
Banc lntemadonal &Andorra, LA. 81,080 
BBVA Puerto Rico, S.A. 169,567 
Banco Industrial de Bilbao, S A .  82,649 
Banco Provincial, S.A. 213,803 
BBVA Privm Bank (Jersey), Ltd. 59,128 
Canal International Holding, S.A. 466,741 
Cia. de Cartera e Inveaioner, S.A. 29,406 
CO racih Gmeral Financira, S.A. 605,536 
~ ~ K a i i ,  S.A. 56,195 
Barr0 de Cridim Local, S.A. 
BBVA Cartera de lnversih SLMCAV 54,783 
Grup Finmiero BBVA 

Bancome6 S.A. de C.V. 
Cia. Chih de Inwrsiones, S.L. 66,463 
BBVA Bancomer SeniCios, S.A. 291,440 
BBVA bka, S.V., SA. (Note 4) 
Mad. De EEtudim y Anilisls 

Fwcieras, S.A. 58,316 
BBV Amirica, S.L. 203,172 
BBVA Privam Bank (Swiaerland) Ltd. 91,734 
Banco Franks (Ca man) Ltd. 302,869 
Bilbao Vicaya Hoidm , S.A. 7.854 
bmorx ih  Indusuiar y >e +rviciOs, s.L., 
B bao Vucaya America B.V. 
h a  de Boha BBV Probursa, S.A. 
de C.V. 

hpraciirn IBV Servicios y 
TmolOg$E, S.A. 

BBVA Participaciones 
Intemacionah, S.L. 

BBVA Banco Ganadero, S.A. 
BBVA Banco Frank, S.A. 
Comolidar A.EJ.P. 
lnversora Otah S.A. 
BBVA Renting, S.A. 
Banco Bilbao Vmaya Brad, S.A. 

Administradora de Fondos de Retiro 
(Note 4) 

Bancomer S.A. 

57,655 

56,142 

32,802 
40,230 

50203 
95,544 
43,222 

137.472 

164,864 
83,430 
75,145 

158,443 
80,459 
45,520 
54,781 

586,490 
59,092 
32,997 
55,311 

108,309 
230,696 
90,073 

55,185 
354,912 
72,941 
36,343 
33,744 

494,888 

56,030 

114,304 

28,406 
48,261 

134,690 
71,801 

192,444 
36,162 

283,81$ 

83.257 

89,557 
78,642 
58,527 

160,596 
66,790 

114,282 
49,175 

400,082 
107,094 
419,464 
57,439 
61,904 
56,627 

4,760 
117,973 
196,573 
75,355 

58,268 
3 17,749 
52,348 
86,371 
46,404 

162,472 
108,284 

51,7S3 

91,035 

54,518 

811 
4,063 

32,665 
- 

- 
22.021 

Other comparua 805;558 560;465 515;013 
433,634 4,483,2.iR 3,71P,W 

Compylia mrtunted for bv the tquity 
mihod: 
Iberdrola. S.A. 170.663 180.588 130.768 
h o n e  Vida y Pensioner, S.A. 33;360 33;377 33;392 
Telefirnica, S.A. 335,976 358,556 195,185 
Repsol YPF, S.A. 274,557 397,727 232,682 
Banco Atknuco, LA. 62,775 59,408 52,985 
Banca Naionak del Lavoro, S.p.A. 17,529 138,780 12,158 
Aminox, S.A. 70,751 58,647 55,996 
Other companiei 469,663 438,664 337,605 

tA35274 1.6654: 1,050,771 
Edmpe gin<: 
Fully or proportionally contolidatsd wmpanies: 

BBVA Banco Conunental Group - 20,386 
BBVA Banco Ganadero Group - 19,635 

BBVA Puerto Rico. S.A. - 37.113 81.088 
BBVA Bancomer Group 196,464 61,898 

Other companies 130992 201;030 222;117 
3!7,4.;6 300,041 3432% 

Compaiiies accounted for by the equity 
mrthid: 60,052 16,230 25.807 

6,096,616 6,465,176 S013F,3SY 
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T h o u ”  of Euros 
2003 2002 2001 

Accumulattd losses at mnsolidntrd 

h l l y  or propmionally comolidtted 
companier- 

companies: 
Inversora Otaq S.A. 
BBVA Banco Continental, S.A. 
BBVA G d n ,  S.A. SGUC 
BBVA Banco Ganadero, SA. 
BBVA Portugal, SA. 
Am Hodzona, LA. 
BBVA Bras& SA (Note 4) 
AEP Provida, S.A. 
BBVA Global Finance, Ltd. 
BBVA International Investment 

BBVA Puerto R~GY Hold~ng 

BBVA Banco Frank, SA. 
Cia. dc Cartera e Inversiores, S.A. 
Corporacion Industrial y de 

Bilbao Viaya Am6rica B.V. 
Fideicomiso de Nvicnda Bancomer 
BBVA Bancomer, S.A. 
BBVA Area Inmobiliarii, S.L. 
BBVA Penrim Chile, S.A. 
Banco de Cidim Local, LA. 
G N ~  Financiero BBVA 

Bancome4 S.A. de C.V. 
Other companies 

Corporation 

Corporation 

kNikS, S.L. 

- 

28,444 
- 
- 

- 
27J77 

158,454 
13,359 

199,599 
78,682 
44,636 

103,999 
6,610 

11 203 

179,108 

54,045 
51327 

47,817 
25,620 

61,199 

158,404 

87,979 

46,474 
119,592 
47,338 
39293 

135,748 
9 3 3 3  

- 

268,364 
104,462 
77,915 

308,728 
61,441 
52,865 
18,836 
73,366 
63,593 

69,892 

155,951 
130,017 

- 
- 

52,601 

- 
11,978 

13727‘2 162,951 215,966 
809,535 1,310,318 1.66S,YZ 

hnpanies  acwuntd for by thu equity 

fdwnngr lmia in consolidation: 
Fully or proportionally consolidated 

mcthod: 201,872 151,054 223.541 

campanits: 
BBVA Bancomer Group 
BBVA Banco Canadem Group 
Bilbao V i y a  Amiiica, B.V. 
Provida Group 
BBVA Brazil Group 
BBVA Banco Frank Group 
BBVA Banco Provincial Group 
BBVA Banm Continental Group 
BBVA International lnvesmnt 

Corpora tion 
Other companies 

Companim accountsd for by the equity 
metlid: 

65,394 
162,078 

5,132 

613,460 
289,958 

4,901 

593,009 

45,130 
94,483 
45,354 
86,001 

5 3 5,8 3 2 
259,480 

21 

337,789 

35,153 

11,774 
152,958 
408,147 
88,529 

- 

193,074 188,594 517 
1327,006 1.592.684 697,078 

672,351 596,151 199,162 
3,610,764 3,hjO,LOS 2.IIL14.756 

The exchange differences in consolidation include the net 
cumulative effect of the differences arising in translation and, 
accordingly, reflect the effect of the devaluation described in 
Note 3 4 .  

For the purpose of allocating the reserves and accumulated 
losses at the consolidated companies in the preceding table, the 
transfers of reserves arising from the dividends paid and the 
writedowns or transactions between these companies are taken into 
account in the year in which they took place. 

The individual financial statements of the subsidiaries which 
give rise to the balances recorded under the “Reserves” and 
“Accumulated Losses at Consolidated Companies - Fully and 
Proportionally Consolidated Companies” captions in the foregoing 
table as of December 31,2003,2002 and 2001, include €3,617,649 
thousand, €4,059,581 thousand and €2,249,005 thousand, 
respectively, of restricted reserves, of which €102,658 thousand, 
€121,893 thousand and €84,502 thousand, respectively, are 
restricted reserve for Parent Campany shares. 

(25) TAX ILIAITEKS 

The balance of the “Other Liabilities -Tax Collection 
Accounts” caption in the accompanying consolidated balance sheets 
includes the liability for applicable taxes, including the provision for 
corporate income tax in each year, net of tax withholdings and 
prepayments in each year, in the case of companies with a net tax 
liability. The amount of the tax refunds due to Group companies is 
included under the “Other Assets -Taxes Receivable” caption in the 
accompanying consolidated balance sheets. 

Banco Bilbao V i y a  Argentaria, S.A. and its tax-consolidable 
subsidiaries file consolidated tax returns. The subsidiaries of 
Argentaria, which had been in Tax Group 7/90, were included in Tax 
Group 2/82 from 2000, since the merger had been carried out under 
the tax neutrality system provided for in Tde  VIII, Chapter WI of 
Corporare Income Tax Law 4311995. On December 30,2002, the 
Group made the pertinent notification to the Ministry of Economy 
and Finance to extend its taxation under the consolidated taxation 
regime indefinitely, in accordance with current legislation. The other 
Group companies file individual tax returns in accordance with the 
applicable tax regulations. 

As in prior years, in 2003 certain Group entities performed or 
participated in corporate restructutig transactions under thc spccial 
tax neutrality system regulated by Law 2911991 adapting certain tax 
items to ELI directives and regulations and by Title VIII, Chapter VI11 
of Corporate Income Tax Law 43/1995. The disclosures required 
under the aforementioned legislation are included in the notes to 
financial statements of the relevant Group entities for the year in 
which the transactions took place. 

The reconciliation of corporate income tax payable, calculated 
on the basis of the income per books before taxes, to the provision 
recorded is as follows: 
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T l ” L  of Euros 
2003 2002 2001 

Corporate income ax at the standard 

Decrease arising from permmnt 

Tax credia and m relicf at 

Effeft of allocation of the Group’s 

rate of 35% 1,334,249 1,091,741 1,271,930 

differmas: 

consolidated companies (279,618) (203,445) (302,143) 

share in the net home of assoFiated 
compank (124,980) (7,698) (190,063) 

Other items, net (42,765) (270,774) (75,836) 
(447.363) (481,917) (568,042) 

Net increw (deuem) ariiiq from 

Curporate insome tax and other taxes 

Recording (use) of prepaid or defened 

Provision for m r j “  inmme tax 

Adjusancnts to the provision for prior 

timing differences (48,275) (249,256) 595,993 

payable 838,611 360,568 1,299,881 

taxeE 48,275 249J56 (595,993) 

and other tax6 acmed iii the ym 886,886 609,824 703,888 

years’ corporate income tax 
and other taxes 28,090 43389 (78,367) 

Corporate income tax and other taxes 914,976 653,213 6!5,j?l 

As required by Bank of Spain Circular 411 991 and concordant 
regulations, the deferred tax assets that will foreseeably be recovered 
during the next ten years are included under the “Other Assets” 
caption in thc accompanying consolidated balance sheets (Note 15). 
The main items for which the Group companies have recorded 
deferred tax assets are provisions to cover pensions and similar 
obligations to employees (€989,642 thousand at the Spanish 
companies) and the loan loss provisions (€779,892 thousand at 
BBVA Bancomer, S.A. de C.V. and €316,637 thousand at 
BBVA, S.A.). 

The Bank and certain Group companies have opted to defer 
corporate income tax on the gains on disposals of property and 
equipment and shares in investee companies more than 5% owned 
by them, the breakdown of which by year is as follows: 
Year Thousan& of Euros 

1996 29,187 
1997 378,097 
1998 733,896 
1999 194,980 
2000 707,917 
2001 995,202 

Pursuant to the regulations in force until December 31,2001, 
the amount of the aforementioned gains must be included in equal 
parts in the taxable income of the seven tax years ending from 2000, 
2001,2002,2003,2004 and 2005, respectively. Following inclusion 
of the portion relating to 2001, the amount of the income not yet 
included was €2,976,931 thousand, with respect to which the Group 
companies availed themselves of the provisions of the W i d  
Transitory Provision of Law 2412001 on Administrative, Tax and 

Social Security Measures, and practically all of this amount 
(E2,971,625 thousand) constitutes an addition to the 2001 taxable 
income for timing differences. 

The share acquisitions giving rise to an ownership interesr of 
more than 5%, particularly investments of this kind in Latin 
America, have been assigned to meet reinvestment commitments 
assumed in ordcr to apply the above-mentioned tax deferral. 

In 2003 the Bank and certain Group companies availed 
themselves of the corporate income tax credit for reinvestment of 
extraordinary income obtained on the transfer for consideration of 
properg and of shares in investees more than 5% owned. The 
income subject to this tax credit amounted to €33,224 thousand. 
The acquisition in 2002 of shares of Latin American companies, 
mainly, was included under the group of reinvestment commitments 
under the aforementioned tax credit. 

As of December 31,2003,2002 and 2001, certain consolidated 
companies had tax losses quallfying for carryforward against the 
taxable income, if any, of the ten years following the year in which 
they were incurred, As of December 31,2003, the tax assets recorded 
for tax loss catryfomards amounted to €759,051 thousand, of 
which €539,670 thousand relate to BBVA Bancomg S.A. de C.V. 
and €151,110 thousand to BBVA Bancomer Sewicios, S.A. de C.V. 
Based on the available financial projections, the income expected to 
be generated by these two companies will enable these amounts, and 
the deferred tax assets recorded by them, to be recovered over a 
period of less than ten years. 

As a result of the tax audits by the tax inspection authorities, in 

2002 tax assessmen6 were issued to certain Group companies for the 
years through 1997, some of which were contested. Taking into 
account the timing nature of certain tax asscssmmt items, and in 
accordance with the principle of prudence, full provisions had been 
included in the accompanying consolidated financial statanents for 
the amounts that arose in this connection. The other Group 
companies generally have 1998 and subsequent years open for review 
by the rax inspection authorities for the main taxes applicable to 
them. 

The varying interpretations which can be made of the tax 
regulations applicable to the operations of banks give rise to certain 
contingent tax liabilities for the open years that cannot be objectively 
quantified. Howeve4 the Bank‘s Board of Directors and its tax 
advisers consider that the possibility of these contingent liabilities 
materializing in future reviews by the tax authorities is remote and 
that, in any event, the tax charge which might arise therefrom would 
not materially affect the consolidated financial statements. 

(26) MEMORANDUM ACCOUXTS AND OTHEH 
OFF-BALANCE-SHEET TRANSACTIONS 

The detail of the balances of the ‘Memorandum Accounts” 
caption in the accompanying consolidated balance sheets as of 
December 31,2003,2002 and 2001, which include the main 
comtments  and contingent liabilities that arose in the normal 
course of banking business, is as follows: 
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Contingent liabilitie 
Deposb, guarantees and SUI& 
Wiunts, endomno  and 

Other 
acceptanm 

Commitruents- 
Bahm drawable by thud pan%: 
- Credit inStiNnOIIS 
- Public sector 
- Otkr RsidRlt mors 
- Non-mident Secmr 

Other c0mmib-t” 

Thowands of Euros 
2003 2002 2~001 

13,588,729 15,109,713 13,713,924 

11,828 5,370 62,097 
3,050,954 3,041,745 2,699,583 
16,6S 1 ,S 11 18,i 56,828 i6,J75,6M 

2,723,586 2,521,177 2,349,633 
2,591,339 4,288,788 2,994,873 
27,578,080 25,842248 26,183,898 
19,934,934 16,101,984 21,388,686 
52.827.939 41.754.197 52.917.090 

In addition to the above-mentioned contingent liabilities and 
commitments, at the end of 2003,2002 and 2001 the Group had 
other transactions which, pursuant to current legislation, are not 
reflected in the accompanying consolidated balance sheets, The detail 
of the notional or contractual value of these transactions as of 
December 31,2003,2002 and 2001, and of the type of market on 
which they were arranged, is as follows: 

hwds of Euros 
Tvpe of 
Mvket 2003 2002 2001 

Foreip a“) purdwe 

- Foreign currprry purchases 

- Foreign currerq purchases 

I Foreign curremy sala 

and sale tIanuctirms and nvaps 

against euros 23,376,814 19,611,600 17,456,059 

against foreign curmci6 18,651,590 21,640,807 9,196,857 

agama euros 14,467,407 8,832,910 10,551,226 
Ovcr-tkounter 56,495,811 50,085,387 37,905,142 

Finanad assct purcharr and 

- Purchases 725,260 1,085,452 633,455 
- Saltr 1,159,737 5,553,424 2,118,309 

Organized l,SbJ,997 6!638,87h 2,75L,7M 
Forward rate agrmam (R4) 
- Bought 37,999,751 13,759,612 57,444,797 
- Sold 29,325,752 8,653,722 $3,915,045 

dac tmaciiuns 

Ovrr-kounter 67,315503 2,413,334 111,359,842 
I n t m t  rate swaps Over-thecounter533.737,345 454,601,653 %3.103,810 
Sauritia swpi Over-the-counter 3,Y7317 6921,83 3,84Y,8Y8 
I n t a t  rate futui~i 

- Bought 12,768J38 13,136,816 15,572,963 
- Sold 37,407,616 36,106,890 26,505,175 

Organized .~O,175,RF4 49>43,706 42,073,138 
Scruridn fuhlrcr 
- Bought 
- Sold 

208.991 33,051 301.546 
1,365;939 398;859 755i707 

Orppied 1,574,930 431.910 1,057!253 
Interest rate options 
- Bought 42J47,845 37,819,076 36,721,OTi 
- Sold 35276,947 31,54742s 32,S62,187 

77324,792 69,366301 69,2!3.261 
Organized 8,507,711 1,638260 1,517,281 

Over-theiounter 69,017,081 67,728,241 67,765,983 
Seauitio optians 
- Bought 4,934,530 4,303,747 4,878,950 

- Bought 3,595,m 3,949,889 10,552,096 
- Sold 5,264,581 4,745,871 11,791,166 

Ouer-the<ounter 8,860,353 6,695.760 ??J4f32  .. . . 
Otha trmacuonr 788,903 1,292,090 815,597 

863!112JO 638,744,541 77532,993 

The notional or contractual amounts of these transactions do 
not necessarily reflect the volume of actual risk assumed by the 
Group, since the net position in these financial instrumenrs is the 
result of the offset andor combination of them, This net position, 
even if it is not deemed a hedge for accounting purposes, is used by 
the Group basically to eliminate or significantly reduce interest rate, 
market or exchange risk, ?he resulting gains or losses on these 
transactions are included under the “Market Operations” caption in 
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the consolidated statements of income. Any gains or losses on 
hedging transactions are included as an increase in, or offset of, the 
results on the positions covered by them, 

Ako, per the recommendation made by the European 
Commission on the publication of information relating to financial 
instruments, the 2003 management report includes the relevant 
qualitative and quantitative information. 

For the purposes of calculating the minium capital 
requirements established by Bank of Spain Circular 511993, credit 
and counterparty risk arising from OTC interest rate and currency 
derivative transactions is measured by the original risk method, as of 
December 31,2003,2002 and 2001, the risk-weighted assets 
amounted to €3,870,801 thousand, E4,387,162 thousand and 
€4,422,028 thousand, respectively, which entails a minimum capital 
requirement of €309,664 thousand, €350,973 thousand, and 
€353,762 thousand, rapectively, for transactions of this kind, 
respectively. 

The detail, by maturity, of these transactions as of December 
31,2003,2002 and 2001, is as follows: 

Thousands of Euros 
upto I t 0  sto over 
lYedr jYws loyears lOYears 

Bilonces d Drcmbcr 31,2003- 
Intcren rate and raxiricr ! radon+ 
Swaps 369,498,17j 8S,519$8 50,619J43 29,073,716 
Fonvard rate agreemens 6731,478 64,025 
Financial futures 29,626,989 22,123,664 131 
Unmatured hard ut purchvc 

and sale aansacdom 1,884,997 
b r i d e s  and intererr r a t  *on$ 34,432,983 44,313,427 19,656,483 9,892,414 

502:7C4,622 l?'j,O20,444 70271:957 38:%6,130 
E'ihsp r i le  hwiim- 
Fomrd foreign currency purchaa and 

sale transactions and swap 36,891,706 7,149988 12,454,117 - 
For& currency options and futures 1,851J14 1,365,049 46,801 5,596,959 

B & c ~  it D C C ~ U  J 1,2002, 
Intcrat ntc and raxiit-i tr"+ 
Swaps 329)31,193 70,949,lZa 34,833,180 26,410,990 
Fonvard r a t  agreema 20,656,539 1,756,795 
Finanall futures 35,503,837 14,166,096 5,683 
Unmatured f i n a d  ut purcharc and 

Secutiks and interest nte opdons 20,384,422 36,302,213 24,498,414 7,233,938 
411514,867 123,174212 59,337J77 31,644,915 

F-;charge rite "has. 
Fonvard foreign currency purchase and 

Foreign currency optiom and futures 8,413,004 233,176 30,987 18,593 
Other tranmtiom 1,292,090 

57.573211 Uj0,M 30,987 18,j93 
VO,ORR,07S 1?5.621!6?R 59,16834 33,61331 

sale aannciions 6,638,876 

sale transacdons and swap 47,868,117 &,217,270 

B h c t s  at Dccanha 31,2W1- 
lntrmt rare md recuritirr trawiow 
sw 364,213,213 50,607,244 30,695,284 21,736,967 
Fonvard r a t  agreemots l03,826,9j9 7,532,883 

Unmatured h n u a l  wt p u r c k  and 

hrihesaandintermrat $oris 

Euchanfi.: ntt tranutlonl- 
FoMard foreip currency purchase and 

26,673,717 11,231,355 
Foreipn mrencv oodom and h m  21.498.639 844.623 

Financial futures 36,174,654 6,353,389 6,948 

rak uamacaom 2,751,764 
31,272,253 28,437,416 18,751JS8 11,185,460 
538,83R.843 Y1$31,332 49,453,390 3!,92:?,Ui 

sale ransacdam and swaps 

The detail, by maturity and currency, of the interest rate swaps 
and forward rate agreements as of December 31,2003,2002 and 
2001, stating the interest rates collected and paid, is as follows: 
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Swaps- 
In eurcrs: 
Collating fixed interm- 

Notional value 
Average interet rate collected 
Average interest rate paid 

Paying fxcd interest- 
Notional value 
Awrage intmt rate collected 
Average interest rate paid 

Floating ra tdoa tkg  rate- 
Notional value 
Average interest rate collected 
Average interest rate paid 

In foreign currcncia: 
Collecting fixed interm- 

Notional value 
Average interest rate coU~red 
Average interest rate paid 

Paying f w d  interen- 
Nnional value 
Average interert rate coUedd 
Average interest tate paid 

Notional value 
Average interest rate collacted 
Average intemt rate paid 

Floating ratdloating rate 

Fomard rate apmau- 
In twos: 
Collecting fuced inters- 

Notional value 
Average intemt ratecollected 
Average interest rate paid 

Paying fixed interest- 
Notiotul value 
Average interest rate collcctd 
Average interest rate paid 

In foreign currrndrs: 
Col lac t i  fixed intemt- 

Notional value 
Average inremt rarecollected 
Average interest rate paid 

Paying h e d  interat- 
Notional value 
Average interest rate collmd 
Atyerage interfft rate paid 

Thousands of Euros (exapt for percentages) 

1 Year 5Ym lOYm 1OYean 
up to 1 to 5 to ova 

146>19,659 27,535,800 23,685,417 11>41,990 
2.36% 4.71% 5.18% 5.23% 
2.14% 2.38% 2.32% 1.25% 

180,944,503 24265,639 18,652,431 14,238,246 
2.15% 124% 2.52% 2.30% 
3.83% 4.91% 5.43% 5.90% 

6,199,317 4,463,763 1,705,715 2,166,886 
1.62% 2.39% 295% 2.45% 

26,771,781 21,089,552 4,323,442 330,518 
1.92% 4.31% 4.91% 5.90% 
1.88% 2.10% 2.17% 2.10% 

8,989,789 11,106,107 2,149,826 796,076 
2.20% 2.16% 2.19% 2.18% 
3.83% 4.63% 4.76% 5.59% 

73,126 58,467 102,512 
3.M% 2.18% 2.36% 
2.93% 1.93% 2.41% 

3S.R34,696 322S4,126 6575,780 lJ16,594 
369,4Y8.175 88,519,3?8 50!619,343 29,073,716 

U p t o  310 b to  over 
3Mo& 6Months 12Months lYear 

19,577,337 6,845,572 2,523,367 

2.18% 2.18% 2.30% 
2.12% 2.41% 2.54% 

23,274945 11,316,680 3,023,045 
2.18% 2.18% 2.30% 
2.12% 2.38% 2.69% 

41,51?292 l8,1622.?2 5,546,411 

328,371 31,651 24,009 64,025 
1.38% 1.81% 
1.15% 

316,501 
L15% 
1.36% 

644K2 31,651 24.009 !i4,@23’ 
43,497,154 18,1Y3,903 5,j70,121 61,U2j 

Balances a t  Dembm 31,2002 Thousands of Euros (except for permrage) 
u p  to 1 to 5 10 over 
lYear S Y m  1 0 Y m  10Yean 

Swaps- 
In cum: 
Collming fixed interest- 

Notional value 133273,453 23,353,844 15,876,403 11,780,908 
Average interest ratecollected 3.20% 4.91% 5.38% 5.73% 
Average interest rate paid 3.43% 3.34% 3.65% 3.86% 

Paying fixed interest- 
Notional value 152,123,286 19,621,239 13,030,682 11261,379 
Averagr interest ratecollected 3.42% 3.24% 3.65% 3.37% 
Average intemt rate paid 3.21% 5.19% 5 2 %  5.96% 

Floating r a t a o a t i g  rate- 
Notional value 2,309,867 5,966248 1,038,244 1,435,651 
Average interest ratecollmted 3.64% 3.60% 3.25% 3.62% 

2R7,706,60h 48,941,331 29,94i,3?9 !4,477,918 
Average interest rate paid 3.71% 3.59% 3.23% 3.58% 

In foreign currencies: 
Collming fixed inremr- 

Notional value 23,417,615 13,973,168 2238,984 1,055,070 
Average interest ratecollected 5.47% 7.59% 6.00% 6.61% 
Average interest rate paid 4.05% 5.35% 2.89% 1.68% 

Notional value 13,034,006 6,915,482 2,126,473 451,839 
Average interest ratecollected 1.30% 1.65% 1.63% 1.57% 

Paying fxed interest- 

Average interest rate paid 2.35% 4.39% 5.20% 5.77% 
Floating ratdfloatig rate- 

Notional value 233,262 85,550 
Avena interest ratecollected 1.22% 3.64% 
Average interest rate paid 2.05% 2.61% 

36,684,,9%3 2C~,92~200 3!36i,457 1>06!Iu9 
324,391.489 69,915,531 33.m,!x6 ~ ~ , Y M . w  

Up to 3 to 6 to Over 
3 Months 6 Months 12 Month 1 Year 

Forward rate apt” 
In curos: 
Collaring fiKed interm- 

Notional value 4209,934 1,946,625 2,229,355 227,039 
Average interest ratecollected 3.14% 2.95% 2.85% 3.37% 
Average intemt rate paid 3.46% 2.98% 2.92% 4.66% 

Paying fned interest- 
Notional value 5,891,332 2,870,899 2,881,666 564,133 
Average merest rate collmtd 3.50% 3.40% 2,99% 3.61% 
Average interat rate paid 3.09% 2.93% 2.86% 3.15% 

10,102?66 4,W.W .?,ltl,O?l 791372 
In fmim currenicu: 
Collect& fixed interm- 

Notional value 
Average interest rate collactd 
Average interest rate paid 

P a w  fixed interest- 
Notional value 
Average interert rate collected 
Average interest rate paid 

410,137 15242 - 482,762 
9.33% 6.59% - 2.46% 
6.29% 6.36% - 4.56% 

123,162 80,187 - 482,761 
1.40% 3.27% - 4.72% 
1.89% 2.19% - 2.46% 

533,199 92,329 - 96.5.523 
10,635,565 4,909,YS3 5,111,021 1,756.795 
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Balances at December 31,2001 

Sraps- 
In eurcq: 
Collecting f d  interest- 

Notional value 
Average interat rate collected 
Average intcrat rate paid 

Paying fixed interen- 
Notional value 
Average interest rate collectrd 
Average interest rate paid 

Notional value 
Average interest rate collected 
Average interest rate paid 

Floating ratelfloating rate 

In fortign a”cies:  
Collecting fixed item- 

Notional value 
Awiage interest rate coUectcd 
Average interest rate paid 

Paying fixed intewt- 
Notional value 
Averaee interest rate collected 
Average interest rate paid 

Notional value 
Average interest rate coUaxed 
Average interest rate paid 

Floating ratdoatiig rare- 

hiward rau agrmcna- 
In euros: 
Collecting fixed interest- 

Notional value 
Averag interest rate collnted 
Awrage intermt rate paid 

Paying fwd interest- 
Notional value 
Average interest rate collected 
Average interest rate paid 

in for@ mrrmcir(: 
Collecting futd interest- 

Notiod value 
Average interest rate collected 
Average interest rate paid 

Paying fixed interest- 
N o u o ~ l  value 
Average interest rate collmed 
Average interest rate paid 

Thousands of Euros (except for permtap)  
Up to 1 to 5 to Over 
lYear S Y m  10Ym IOYearS 

113,803,428 12,932,747 12,303,040 7,342,658 
3.55% 4.98% 5.47% 5.82% 
3.60% 3.78% 3.78% 3.70% 

131,488,682 10,259,905 7$61,175 5,220,691 
3.60% 3.2% 3.75% 3.74% 
3.57% 5.23% 5.44% 6.29% 

126,265 492,881 1,447,798 3,960,440 
3.27% 3.89% 3.87% 4.52% 
3.47% 3.75% 3.65% 4.34% 

245,418375 23!68.5X 21,312,710 16,523,759 

50,058,494 9,697,465 3,990,606 3,369,965 

2.74% 2.75% 369% 2.96% 

64,448,162 17,055,201 5,301,302 1,833,307 

4.44% 5.91% 5.62% 6.27% 

3.00% 3.63% 3.24% 5.12% 
4.02% 5.40% 4.36% 5.44% 

442,284 169,345 90,666 9,906 
4.25% 8.45% 4.65% 4.28% 
2.46% 2.64% 4.7% 4.25% 

114,945,940 26.922.011 9,382,574 $,213,178 
360,364315 50,697,244 30,69S,284 ?1,736,%7 

UII to 3 to 6to her 
3Months CMonths 12Months lYmr 

30,400,003 18,853,600 99,998 1,019,927 
3.27% 3.16% 3.31% 3.38% 
3.33% 3.12% 3.38% 3.80% 

31,899,994 8,550,000 6,200,000 2,399,998 
3.27% 3.19% 3.17% 3.90% 
3.33% 3.31% 3.07% 3.48% 

62J99,997 24.403,600 6299.998 3,419,915 

2,583,218 497,616 615,354 2,592,106 
4.10% 6.53% 3.38% 4.48% 
3.71% 5.62% 3.44% 3.55% 

4,464,630 2,322,143 340,406 1,520,882 
4.10% 3.95% 2.46% 3.85% 
3.84% 4.14% 8.80% S.02% 

7,W7,815 2,819,759 955,760 4112,958 
69,347,842 27,223359 1,255,751 7332.883 

As of December 31,2003,2002 and 2001, the Group had 
arranged share price risk and interest rate risk macrohedges 
consisting of securities listed on the main international markets and 
long-term deposit transactions, respectively (Note 3-m). 

The detail of the notional value of hedging and trading futures 
transactions as of December 31,2003,2002 and 2001, is as follows: 

ThomL of E m  
NOTIONAL AMOUNT 

Hedlpng Trading TOTAL 
B h a  at kmbcr 31,2W3- 
Jntmt rate and seauiics tramauionr 3,367.185 693.599,968 766.967.153 
Swaps 37,650938 800,089,624 537,710362 

Opom and futures 35,471,788 124,574,303 160,046,091 
U m m d  finanual asret purchase 
and sale transactions 244,459 1,640,538 1,884,997 

Exchange m uaniadoni 16,W,725 19,2Si,342 65,135,06“ 
Fomard fofflgn mrrency purchase 

and ak ttansacions, currency 
h m  and swaps 15,647,638 40,979,629 56,627J67 

Foreg curmcy options 810,822 7,918,375 8,728,897 

Forward rafe a g ” a  - 67,325,503 67,328,503 

Othetaalwions 399,565 389,338 788,903 
90,224,910 742,887,310 S33,112J!O 

B ~ ~ I I C ~ S  at Drcember 31,2001- 
Int” rate ad securities t randons 67319,615 561,351,689 628,671,3M 
Swaps 28,110,825 433,413,666 461,524,491 

Options and futures 38,811,011 99,283,892 138,094,603 
Unmatured financial asset purchase 
and sale trammiom 357,017 6,281,889 6,638,876 

hchangc rate trvlsaetions 17,713,727 42,359510 60.073237 
Fonvard foreign curmy purrhase 

and sale t rm~ons ,  cwmcy 
futures and swaps 15,347,014 37,763,263 53,110277 

Foreign currency opbom 1,267,696 4,403,174 5,670,870 
Other tmacdom 1,099,017 193,073 1,292,090 

85,033,341 603,W,lW 688,i+l,j41 
Balan~fiatI)ecemhcr31,2001- 
IntcrW rate and rtwriba ~ s a c t i o o s  .jJ,I:hJ% 659,%9,6W 714,145,992 
Swaps 39,689,881 427,892,827 467,252,708 
Forward rate agreerums - 111,359,842 111,359,842 
Opiiom and futures 13,626,874 119,154,804 132,781,678 

and sale t r a d o m  889,540 1,862J24 2,751,764 
€&“e rate transactions 11,586.281 1Y,480,717 61,067,001 
Forward foreign a~rrency pu& 

and sale transactions, currency 
htum and swp 9,811,197 30,960,364 40,771,561 

Foreign curmy options 956,490 18,820,353 19,476,843 

6i,7661,579 709.450,414 77j112.993 

Following is a breakdown, by balancesheet account hedged, of 

Forward rate agreemens 40,762 22,371,572 22,413,334 

Unmaulredfmancial am purchase 

Odxr transacdons 818,597 - 818,957 

the notional balances of interest rate, securities and exchange rate 
hedgmg derivatives as of December 31,2003,2002 and 2001: 
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Tllowandr of h a 5  
NOTIONAL AMOUNT 

As of December 31,2003,2002 and 2001, the provisions 
covering unrealized losses on trading interest rate and securities 
futures transactions (Notes 3-m and 20) amounted to approximately 

respectively. 

Off-balance-sheet managed funds 

h a r d  @cm 
rate aid 

BISAUI”THEIKED hmt Swap a~pemmr fum other €277,614 thousand, €280,721 thousand and €148,229 thousand, 

B&c~atDmrhn31, 

Total net lend& $264,629 1,341,202 
7003- 

- 1,070,084 2,853,343 
The detail of the off-balance-sheet funds managed by the Group Due from c d t  

as of December 31,2003,2002 and 2001, is as follows: iIlstiNtiOn3 7,372,239 2,151,829 - 5$0,410 - 

h u i t i i  portfolio 19,361,815 12,987,084 - 6,374,731 - 
b E  9,608,900 4,786,229 - 792,723 4,029,878 Thourandr of Euros 
other  m and 2003 2002 2001 

llabilfues 48,617,327 16,384,524 - 22,824,362 9,408,441 Mutual funds 45,751,629 43,581,299 49,900,947 
40,015,408 36,563,294 41,248,849 
27,306,691 28,670,233 33,345,967 

113,073,728 108,R14,8?h 1?4,4Yi,761 

YOf24,910 37,65650,938 - 36351,310 16JYl,h62 funds 
A s s e ~  managed 

B~cesrtIkccmber31, 
2002- 

Total net lending 3,665,078 2,081,217 - 650,638 933,223 
Due from credit 

ktiiutioni 9,685,367 943,038 - 23,608 8,511,721 
Securitier poidolio 25,418,487 7,642,155 - 12,955,835 4,879,897 
D p i b  10,280,687 7,892,260 - 2,388,417 10 
Other 1ssets and 

Inbilmes 35.923.723 9551.555 40.762 24.120.036 2211.370 
8W3331? 28,llO,fi?j 40,762 40,33,Y.D4 16J43JZl 

kahmat lkda31, 
?W1- 

Total nn Iendmg 3,786,157 2,680,866 - 886,849 218,442 

kitutioos 3,703,965 2,771,588 - 932477 - 
h i t i e r  portfolio 29,924,107 20,259,558 - 8,137,161 1,527,381 
Deposits 11,061,791 5,32632 I 958,439 4,7?7,100 

Due from credit 

Other a m  and 
hbihti6 17286559 8.621.617 - 3.797.752 4.867.190 

65762379 39,659,RYl - 14.71237B 11390,120 

‘Ihe market value of the trading futures transactions 
corresponding to the notional amounts of the underlying assets in the 
table above as of December 31,2003,2002 and 2001, is as follows: 

Thousands of Euros 
2003 2W2 2001 

Iiitereeut rate and securitirs transnaioni 
Swaps (367,559) (727,839) (169,678) 
Forward rate agreements (1,935) (5,827) (13,733) 
Optiom and futures 145,992 268,156 148,684 
UIIIMNled financial asset purchase 

and sale tramactions 1,950 (13219) 9,532 
(221.552) (478,729! 3 , 1 9 S )  

!&change rate transactioos 
Forward foreign currency purchase 

and sale transa~ons, currency 
futures and swaps (369,288) (71,853) (85,939) 

Foreign currency options (58,634) (197) 16,552 
otheramactions - 

(427,922) (72,050) (69,387) 

(27) TKANSACnONS WITH l1ROl10RTIOMLLY 
CONSOLIDATED COMPANIES OR COMI’ANIES 
ACCOUNTED FOR BY THE EQUITY ,METHOD 

Following is a detail of the major balances in the accompanying 
consolidated balance sheets of the Group as of December 31,2003, 
2002 and 2001, with proportionally consolidated companies and 
companies accounted for by the equity method (Note 2-c) at market 
prices: 

TkousanL of Euros 
2003 2w2 2001 

Arsct5: 
Due from credit institutions 25,831 4,068 167,658 
Total net l e n d m ~  3,547.407 3,727.72a 4,330,815 . .  . .  

Debentures andfher debt securities . 52,178 - 39,006 
3,61i,i16 3,731,796 4,537,179 

tiabilitics: 
Dw to uedit institutions 
Depia 

hiunwanduni accounts: 
Contingent liabilities 
Commiunens and contingent 

liabilities 

S t a t u “  of inmmc: 
Financial revenues 
Financiil expo 

65,295 175,395 318,657 
2,071,304 1,964,815 1,651,894 
2,136,SYY 2,140.2 111 l,Y 7OJS 1 

958,066 1,345,629 1,078,841 

962,110 489,931 1,002,488 
1,520,176 1.835,WJ 2,081,319 

137,888 98,143 105,346 
(136,280) (142,937) (84,665) 

There are no other material effects on the financial statements 
of the Group arising from transactions with these companies, other 
than the effects arising from valuing the investments in them by the 
equity method (Notes 2 x  and 28-f) and from the insurance policies 
to cover pension and similar commitments (Note 3-j). 

The notional amount of the futures transactions arranged by 
the Group with the main related companies amounts to 
approximately €7,021,414 thousand (€5,388,845 thousand in 
2002). 
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In addition, as part of its normal activity, the Group has entered 
into agreanmu and commitments of various types with shareholders 
of subsidiaries and associated companies, which have no material 
impacb on the financial statements. 

(28) INCOME STATEMENT DISCLOSURES 

Following is certain relevant information in connection with the 
accompanying consolidated statements of income: 

A. GEOGRAPHICAL BREAKDOWN- 

?he table below shows the geographical breakdown of the 
main revenue balances in the accompanying consolidated statements 
of income, by country of location of the Bank branches and Group 
companies giving rise to them: 

lloumds of Euros 
2003 2002 2001 

Financial rmenurs- 
Spain 
Other European countries 
United States 
latin America 
Rest of the world 

lnmme from equities pordolio- 
Spain 
Other European counma 
United Stares 
Latin America 
Rest of the world 

Fecs mllened- 
Spain 
Other European counmies 
United Smes 
lath America 
Rest of the world 

 mark^ opcrauons- 
Spain 
Other Europcan colmuies 
Unired States 
Latin America 
b t  of the world 

Other optrating income 
Spain 
Orher E m p  countria 
United Sram 
lati America 
Rest of the world 

6,549,705 7,335,211 7,846,238 
363,507 633,049 1,714,574 
349,807 63,872 2,777 

5,186,443 8J89,627 11,387,675 
88,003 911,150 656,840 

12,53i,465 17,232,939 21,608,103 

447,601 329903 459,450 
1,662 1,709 2,140 

239 5 24 
14,602 25,848 32,569 

597 1J61 
464,104 358,061 195,444 

1,784,263 1,853,326 1,920,384 
194,923 204,015 230,602 
107,429 22,997 il,556 

1,790,566 2,217,039 2,554,778 
5,387 33,616 56,297 

3.8R2,i68 4,330,993 4,833,617 

375,226 319,078 179,618 
21,996 41,938 13,445 
6,721 (36) 8,853 

179,916 692,027 310,585 
67,645 (287,884) (22,406) 

651,504 765.123 490,095 

4,303 4,179 14,936 
2,527 8,039 3,263 

180 254 937 
10,419 21,132 31,001 

(7) 737 1,208 
17,422 34,341 51,345 

B. BREA?3lOWN BY TYPE OF TRANSACTION- 

The detail, by type of transaction, of certain captions in the 
accompanying consolidated statements of income is as follows: 

' I komds of Euros 

2003 2WZ 2001 

Bank of Spain and other central 
banks 270,548 352,169 457,707 

Due from credit institutions 885,508 1,077,074 1,807,592 
Fixed-income portfolio 3,323,501 4,820,640 7,283,233 
Loans to public authorities 827,029 1,509,262 1,053,502 
Loans to CLUtOmeS 7,188,105 9,446,574 10,891,783 
Other rmnw 42,774 27,190 114287 

12,537,465 17,232,909 ?1,608,1W 
Fismcid expEnsPs- 

Due to Bank of Spain and oher 
central banks 241,323 256,433 258,393 

Due to c d l t  mstiNhOIE 1,567,741 2,463,730 3,516,840 
Depsirs 3,068,585 5,456,666 7,592,170 
Bonh and other marketable debt 

securitier 886,868 997,669 1,189,925 
Subordinated debt (Note 21) 327,554 405,775 429,694 
Cost allmbk to the reFor&d 

p i o n  provision 
(Notes 3-j and 20) 69,893 60,041 42,480 

Other lll!XKSt 98,094 143,191 249,944 
6,260,058 9,783,505 13J79,416 

I.ra C O U d -  

Contmgent liabilitits 138,715 135,595 136,051 
Collmon and payment setvim 1,713,291 1,842,831 1,877,845 
Securities seMm 1,627,295 1,899,437 2,272,090 
Other transactions 403,267 453,130 S47,630 

3.882,568 4,330,993 1333,617 
Ftts paid- 
Ceded to other entities and 

Brokerage on asw and liability 
compndma 433,608 472,780 570,968 

rranrauions 9,926 15,394 19,383 
Other fm 176,227 174,438 205,643 

619,761 662,612 795,994 
~M-cI opratinns- 
S a b  and futures umacnons 

on hxed-mcome sffuntia and on 
intcrest rata (Nom 3-m and 26) 126,982 566,453 115,749 

equity sefuritia and other me$ 
(Notes 10 and 26) 226,284 (30,685) 47,173 

Writedowns of sacunties and other 10,523 (194,355) (2,759) 
Exchange differences (Note 3-b) 287,715 423,710 329,932 

651,504 765,113 490.095 

S a b  and furures aansacnons on 

C. GENERAL ADMINISTRATWE EXPENSES - PERSONNEL 
cosns- 
The detail of the balances of this caption in the accompanying 

consolidated statements of income is as follows: 
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Thomds of Euros D. DIRECTORS' COMPENSATION AND OTHER BENEFITS 

Wags and salarier 
Social security cosb 
Net charge to in-house p i m  

In 2003,2002 and 2001 the members of the Board of Directors 
2'457'658 2'743'819 3J11'099 of BBVA earned in this capacity €3,360 thousand, €6,699 thousand 

2003 2002 2001 

436,404 491,736 529,979 
and €9,352 thousand, respectively. 

pV&m (Notes 3-jand 20) 56,420 39,067 32,203 The detail of the compensation earned in 2003, by item, is as 

funds (Note 3-j) 78,501 93,557 90,272 
follows: Cmmbutioru; to extemal pension 

Other e x p m  233,604 329,249 379,821 
326?,$87 3,697,428 4,243>374 

'Ihe average total number of employees in the Group in 2003, 
2002 and 2001, by category, was as follows: 

Numbu of Employees 
2003 2002 2001 

S p d l  banks- 
- Exmtives 969 166 172 
-Supervisors 20,547 20,746 20,222 
- Clerical staff 9309 10,779 11,767 
-Abroad 

Campanits abroad 
- Mexica 
- Vmauela 
-Argentina 
- Colombia 
-Peru 
- Otbx 

Pmrian fund managen: 
0th nonbanking companies 

674 676 678 
31,499 32,367 32.839 

2SJ49 26,304 28,936 
6,724 7,953 9,211 
3,685 4,375 4,964 
3,473 3,819 4,331 
2,373 1,323 2,219 
4,452 9,374 9,628 

45,956 54,148 59,289 
6,181 5,863 6!656 
3,553 3,6M 3,937 

83,189 SS,YS? 102,2l 

Thousands of Euros 
Board Committem 

Standing Appointments and Committee 
SUR", RRST NAME Board Committee Audit Compensation Risk Chairmanship TOTAL 
h a m  Maquiriz, Juan Carla 110 60 36 206 
Breeden, Richard C. 300 300 
Bustamantc y de la Mora, Ram6n 110 60 60 45 275 
Ferrero Jordi, Ignacio 110 60 90 260 
Knorr BorrCs, Romin 110 140 150 
Lama Suirez, Ricardo 110 60 150 320 
MatafiCln y Bertrin de Lis, Gregorio 110 36 60 206 
Medina Ferninda, Enrique 110 140 60 310 
Rodriguez Kdarte, Susana 110 60 170 
San Martin h p i n h ,  Jmi Maria 110 140 36 286 
TeleMnica de Fspaiia, S.A. 110 110 
Tomis Sabati, Jaume 110 140 36 286 
"YTAl, 1,510 160 240 144 240 28s 2,979 

Note: In 2M3 Mr. J& M' C a i n  Femindrz receivcd a total of €381 thousnd in his capacity as a mcmbu of the Board. 
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Bank executive directors earned in this capacity €8,032 
thousand, €10,847 thousand and 61 1,125 thousand, respectively in 
2003,2002 and 2001. 

The detail of the compensation received by the executive 
directors in 2003, by item, is as follows: 

T h O U S d  Of EW05 

Fixed Variable 
POST Compensation Compensarion Total 
Chairman 1.46 1 2.393 3.854 
chief Exefurive officer 1,081 1,999 3,080 
Seuetiry General 491 607 1,098 
TOM. 3,033 4.999 8,032 

As of December 31,2003, the detail of the welfare 
commitments to the members of the Board of Directors were as 
follows: 

Thousands of Euros 

SURNAME, FIRSTNAME 
Alvara Mezquiriz, Juan Carla 
Bustamante y de la Mora, Ramon 
Ferrero Jordi, Ignacio 
Knorr Borrf, Romdn 
Iacasa Suira, Ricardo 
Marafih y Bertra'n de Lis, Gregorio 
Medina Fernindez, Enrique 
Rodriguez Kdarte, Suana 
San M a r h  &pink, Josi Maria 
Tomis Sabati, Jaume 
TOTAL 

2003 
124 
147 
140 
85 
99 

125 
219 
56 

212 
207 

1,414 

Also, in 2003 medical and accident insurance premiums 
amounting to €71 thousand were paid on behalf of members of the 
Board of Directors. 

As of December 31,2003, the detail of the welfare 
commitments to executive directors was as follows: 

'Ihourands of Euros 
POST 2003 
Chairman 28,882 
Chief Executive Officer 23,697 
Secretary General 3,090 
TOTAL 55,669 

E. GENERALMPENSES- 

The breakdown of the balances of this caption in the 
accompanying consolidared statements of income is as follows: 

Thousands of Euros 
2003 2002 2001 

Technolagy and systems 370,125 390,541 483,394 
Communications 199,132 260,899 336,993 
Advertising 134,645 157,891 183,429 
Buildings and fixtures 301,354 370,082 458,308 
Taxes other than income tax 148,802 165,957 227,549 
Other expenses 614,411 728,927 791,713 

1,768,469 1,074,297 2,411,386 

The balance of the "Other Expenses" account includes the fees 
paid by the Group companies to their respective auditors, which 
amounted to €12,972 thousand in 2003 (€15,789 thousand as of 
December 31,2002). Of the 2003 total, 68,282 thousand were 
incurred in company annual audits performed by firms belonging to 
the Deloitte & Touche world organization and €1,833 thousand 
were incurred to other audit firms (€5,784 thousand and €2,453 
thousand, respectively, as of Dewnber 31,2002). 

In 2003 the Group "gaged these firms to perform non-attest 
services, the detail of which is as follows: 

- Services provided by other audit firms: €1,283 thousand 
(€3,780 thousand in 2002). 

- Services provided by Deloitte &Touche: €1,575 thousand 
(e3,862 thousand in 2002), including fccs paid to thc 
aforementioned auditors for various services including the 
preparation of mandatory audit-related reports requird by 
official bodies. 
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E NET INCOME FROM COMPANIES ACCOUNTED FOR BY 
THE EQUlTY METHOD 

The breakdown, by company, of the net balances of this 
caption in the accompanying consolidated statements of income is as 
follows: 

Thousands of Euros 
2003 2002 2001 

Sham in income and lesser of 
ampanics aununtcd for by 
the equity nicthod, nn- 

Sharc in income before taxcs of 
nonmnsolidated Croup companies 
(Note 121: 

BBVA Seguros, S.A. 179,491 145,910 135,769 
BBVA DesarroUos Inmobiliarior, S.L. 29,025 (5,916) 12,387 
Seguros Bancomer, S.A. de C.V. 49,191 44,323 33,741 
Unitaria Inmobilirii, S.A. 5,755 13,880 18,072 
BBVA Segums Ganadero Cia. de 
Seguros, LA. 1,423 1,847 (18,145) 

BBVA kgums Ganadcro Cia. de 
Seguros de Kda, S.A. 2,297 1,246 (15,278) 

Fama Probursa, SA. de C.V. 3,741 (2,561) (9,352) 
Pmioim Bancomer, SA. de C.V. 20,146 19,669 15,488 
Other companies, net 54,284 35,203 56,105 

345,353 ?j3,601 228,793 
Share ir net inconic of arrociatd 

companics (Note 11): 3S7,OS.j 21395 543,038 
Lcsr- 
Correctiou for payment of dividend+ 
Final or prior years’ dividends (194,158) (1 11,461) (171,192) 
Interim diviimds paid out of income 

for the year (124,968) (130,891) (207,962) 
1319,126) (241.352) (379,1541 
383,312 33,244 392,671 

Thousands of Euros 
2003 2002 2001 

Net special provirions (Notes 14 

Other lcm ariiing from p i o n  
and 20) (*) 17,951 (384,200) (925,775) 

and similar commianens 
(Nom 3-j and 20) (118,328) (192,846) (86,336) 

Other income ariiing from adjusmt  
of deferred contributions (Note 3-j) - 3,878 

Merger expenses - (44,325) 
Gam on dipsal of property and 

equipmmt and long-term 
invesma (Notes 10 and 14) 44,248 99,646 252,551 

years 80,043 73,864 271,856 

redenomination (Note 3-b) (56,611) 4,431 69,279 

Recovery of interew eamd in prior 

Adjusunent of earnings due to cwrewy 

Net charge to the theoretical goodwill 

Other extraordinary income (lasses), 
relating to B r a d m  (Note 4) - (34,719) 

net (70238) (2,635) (263,520) 
(102,Y35) (432.5811 (726,270) 

(‘I lndudcr the net charges to the specific provision for Argentina (notc 3 4 .  

The foregoing detail of the ‘‘Merger Expenses” account also 
includes other merger expenses, most notably the accelerated 
depreciation of nonrecoverable equipment and fixtures in closed 
branches and the accelerated amortization of computer sofnvare 
which are no longer being used due to the unification of systems. 

(29) CONSOLIDATED STATELMENTS OF CHANCES 
IN mTANCIAL. I’OSITTON 

The 2003,2002 and 2001 consolidated statements of changes 
in financial position are as follows: 

G. EXTRAORDINARY INCOhWLOSSES- 

?he breakdown of the net balances of these captions in the 
accompanying consolidated statements of income is as follows: 
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Thousands of Euros 
2003 2002 2001 

API’IJUTIOX OF FliNDS 
Diviknds paid 
External capital mntributions- 

Purchasc of own sham, net 
Minority interea, net (Note 22) 
Subordinated dcbt (Not 21) 

Total net k n d q  
Fixed-income securities 
Equity securitiff 
Marketable m r i t k  
Depwib 
Financing, net of invesmmt, 

at credit instihltionr 
Acquisition of long-term invesrments- 
Purchase of invtsmts in Group 

Additiim to property and 

and associated companies 
(Nota 11 and 12) 

erluiummt and intangible a s m  

1,108,492 

- 
784,410 

8,151,501 
2,973,901 

51,320 

531 1,458 

3,973J14 

1.166.615 

1,252,870 

21,990 
715,330 
505,594 

19,939,069 

5,540,828 

2,316,991 

999.147 

1,100~40 

3,407 
1,025,062 

474,849 
15218.935 
9;423;564 

656,853 
1,084,Ol 1 

2,718,113 

2.824.121 . .  
Othe~&et itEms less Iiklity items ’991i993 3,403;194 
TOTAL KKDS rlppLIu) 24,712,YM 31.69<,013 34,529,lSS 
SOURCE OF FUNDS 
From operations- 
Net income 2,226,701 1,719,129 2,363,336 

- Depreiation and amortization 
expense 1,215,631 1,439,666 1,641,663 

-Net provision for a ~ ~ e t  writedorm 
and to other spefial provisions 1,453,532 2,646,688 2,490,035 

-Losses on saks of treasury d, 
investmenis and fixed assets 124,841 309,651 258,434 

-Minority interm 670,463 746,919 645,223 
-Income of companies accounted for 

by the equity method, net of taxa 1,336,365 49,151 
Less- 
- Income of companies accounted for 

Add- 

by the equity method, net of taxes - (305,290) 
- Gains on sales of treasury stodt, 

invesmnents and fixed assets 

hemal capital contributions- 
sak of treasury stod; 
Minority interem, net (Note 22) 
Subordinated debt (Note 21) 

at credit institutions 
Financing, net of investment, 

Deposits 
Total net Lending 
Fixedimcome securities 
Equity securities 
Marketable securiti 
Sale of long-term inwmms- 
Sale of inmanents in Gmup 
and associated companim 
(Nom 11 and 12) 

Sale of D ~ O W W  and auinment 

(722,420) (770,292) (1,295,853) 
6,305,113 6,140,912 5,797,548 

13,787 
- 714,451 260,484 

1,334,582 - 3,253,057 

5,911,890 - 6,404,308 
- 12,353,241 

- 8,554,159 - 
- 13,031J68 
- 504,413 - 

6,859,380 2,147,598 - 

3,458,192 2,879,384 3,603,288 

and huigibie asses . 829,960 722,828 2,531,180 
Other asset items less liability items - 326,049 
TOTAL FUNDS OBTAJEjcD 24,112,904 31.hYj,013 34,529,155 

(30) OTHER INFORMATION 

On March 22,2002, BBVA notified the supervisory authorities 
of the stock markets on which its shares are listed that the Bank of 

Spain had commenced a proceeding against BBVA and 16 of its 
former directors and executives. These proceedings arose as a result 
of the existence of funds belonging to BBV that were not included in 
the entity’s financial statements until they were voluntarily 
regularized by being recorded in the 2000 consolidated statement of 
income as extraordinary income, for which the related corporate 
income tax was rmrded and paid. These funds totaled Ptas. 37,343 
million (approximately €225 million) and arose basically from the 
gains on the sale of shares of Banco de ~ z c a y a ,  S.A. and Banco 
Bdbao Vicaya, S.A. from 1987 to 1992, and on the purchase and 
sale by BBV of shares of Argentaria, Caja Postal and Banco 
Hipotecario, S.A. in 1997  and 1998. 

After dissolving the legal vehicles where the unrecorded funds 
were located and including the funds in its accounting records, BBVA 
notified the Bank of Spain of these matters on January 19 ,2001 .  The 
Bank of Spain’s supervisory services commenced an investigation into 
the origin of the funds, their use and the persons involved, the 
findings of which were included in the supervisory services’ report 
dated March 11,2002. On iMarch 15 ,2002 ,  the Bank of Spain 
notified the Bank of the commencement of a proceeding relating to 

these events. 

On April 9,2002, the Central Examining Court Number 5 of 
the National Appellate Court ordered that these events be 
investigated in preliminary proceedings which are being conducted at 
the COUK. Also, it required the Bank of Spain to stay the conduct of 
its proceeding until the criminal liability that may arise as a result of 
these events, if any, is determined. 

On May 22,2002, the Council of the Spanish National 
Securities Market Commission (CNMV) commenced a proceeding 
against BBVA, S.A. for possible contravention of the Securities 
Market Law (under Article 99 fi) thereof) owing to the same events 
as those which gave rise to the Bank of Spain’s proceeding and the 
legal proceedings. On January 7,2003, the CNW stated that the 
proceeding was stayed until the final court decision on the criminal 
proceedings is handed down. 

As of the date of preparation of these consolidated financial 
statements, none of the persons party to he proceedings or accused 
of the events referred to above is a member of the Board of Directors 
or the Manage” Committee or holds executive office at BBVA. 
Although the stayed proceedings, in which charges have not yet been 
brought, and the preliminary proceedings are at a very early stage, in 
view of the events and the surrounding circumstances, the Group’s 
legal advisers do not expect them to have a material effect on the 
Bank. 

(31) DETAIL OF THE DIRECTORS’ HOI,,DINGS TN 
COMPANIES WITH SIMILAR B U S N S S  
ACTTVITES 

Pursuant to Ardcle 127  ter of the Spanish Corporations Law as 
introduced by Law 26/2003 moddyiig Securities ,Market Law 24/1988, 
and the revised Corporations Law, for the purpose of enhancing 
transparency in listed companies, below is a list of the companies in 
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which the Campany’s directors have direct or indirect holdings and 
whose business activities are the same as, or similar or supplementary 
to, those making up the corporate purpose of BBVA, S.A. 

In no case do the directors perform executive or management 
dutia at these companies. 

Holdinn 

Number of 
Sumame, Fmt Name Company Shares 
Alrarez Mezquii, Juan Carlos Santander 

CentralHapano 72 
Breeden, Richard C. - 

Bumante y de la Mora, Ramh Sanander 
h t rd  Hispano 1,000 

Ferrero Jordi, l p c i o  Santander 
Central Hspano 7,860 

Banco 
Popular Espaiol 340 

Bankinter 1 
Goirigolzarri Tellaeche, ]ai Ignacio - - 

GonziLcz Rodriguez, Francisco Bancoval 76,040 
Knorr BOrris, Rondn Santander 

Central Hispano 14,724 
Lama Suara, Ricardo Banco 

Popular Espaiol 17,168 
Maldonado Ramos, Jk - 
Maraiih y Beruin de h, Grcgorio Banco Espdol 

Media Ferninch, Entique Santandet 
de C i d i i  361 

Central Hirpano 3,193 
Banco 
Popular Espaiiol 410 
Bank of 
AmericacOrp 81 

HSBC Holding 801 
ING Croep. 
N.V. 418 

Royal Bank 
of Scotland 221 

Santander 
R o d r i i a  fidane, Suma 
San Martin Erpinos, Joe Maria 

CentralHlrpano 947 

de Telefbnica de Espaia, S.A.) Banco Sabadell 2,500 
BNP Paribas 500 

Angel ViM BOK (representante 

Tomis Saba~, Jaume 

Type of 
hold in^ 

Dim 
- 

IndiRct 

Indirect 

Indim 
Indirect 

Indirect 
- 

Indirect 

lndirea 

Indirect 

Indirect 

Indirect 
Indirect 

Indirect 

Indirect 

Direct 

Direct 
D i m  

(32) EVENTS SUBSEQUENT TO D E C W E K  31,2003 

At its meeting on February 3,2004, at which these consolidated 
financial statements were prepared, the Board of Directors of BBVA 
resolved, inter alia, to increase capital by a nominal amount of 
€95,550,000, through the issuance of 195,000,000 ordinary shares 
of €0.49 par value each, of the same class and series, traded by the 
book-entry trading system. The aforementioned capital increase, 
which involved the disapplication of preemptive subscription rights, 
is being performed under the powers granted by the Shareholders’ 

Meeting on March 9,2002, in accordance with the stipulations of 
Article 153.l.b) of the Spanish Corporations Law. Article 161.1 of 
the Spanish Corporations Law expressly provides for the possibility 
of the capital increase not being fully subscribed. 

In accordance with the stipulations of Article 159.2. of the 
Spanish Corporations Law, the issue price will be the reasonable 
value of the shares, which in the case of listed companies is taken to 
be the market price. 

The capital increase will be aimed exclusively at Spanish and 
foreign institutional investors through a placement method known as 
Accelerated Bookbuilt Offering (ABO) led by an investment bank. 
For general interest reasons, and in order to enable the shares to be 
placed among institutional investors using the aforementioned 
procedure, the powers granted by the Shareholders’ Meeting on 
March 9,2002, are being exercised and the BBVA shareholders’ and 
convertible debenture holders’ have no preemptive subscription 
rights. 

distribution of dividends paid after the capital increase is registered in 
Iberclear’s accounting records, and in assets in the event of 
liquidation. As regards the dividend to be paid out of 2003 income, 
holders of the new shares will only be entitled to receive the amount 
of any final dividend, if any, that the Shareholders’ Meeting resolves 
to declare, if the shares are issued prior to the date of this 
Shareholders’ Meeting (Note 5). 

?he new shares will entitle their owners to share in any 

This capital increase is part of a global operation to attract 
funds to strengthen the Group’s equity structure and enable it to 
undertake its expansionary projects in particular the tender offer for 
all the shares of G r u p  Financier0 BBVA BANCOMER, LA. de C.V., 
as resolved at the Board meeting that took place on January 30, 
2004, ensure the normal growth of its current business and maintain 
its solvency above the levels stipulated by Bank of Spain regulations 
(Note 2-e). 

The aforementioned tender offer for all the shares of Grupo 
Financier0 BBVA BANCO,MER, S.A. de C.V. that the BBVA Group 
does not already own was launched in order to increase the 
shareholding in this company. 

As of the date of preparation of these consolidated financial 
statements, the BBVA Group owned 5,512,708,648 shares of 
BANCOMER representing 59.4% of its capital stock (Note 4). The 
offer approved by the Board of Directors is for all the shares nor 
currently owned by BBVA, i.e. 3,763,898,174 BANCOMER shares 
representing 40.6% of its capital stock. 

(33) EXPLANATTOE; ADTIETI FOR TRANSLATION TO 
ENGLISH 

These consolidated financial statements are presented on the 
basis of accounting principls generally accepted in Spain. Certain 
accounting practices applied by the Group that conform with 
generally accepted accounting priiciples in Spain may not conform 
with generally accepted accounting principles in other countries. 
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LEG A L DOC U M E NTAT IO N 

EXHIBIT I 
AJIDlTIONAL WFORWTION ON CONSOLIDATED SUBSIDIARIES 

COMPOSKNG THE BANCO BlLBAO VIZCNA AKGENTARIA GROUP 

CompaW Loclriw lineofBusinerr Dirprt Indim Total 1U31/03 12131103 ' 2od3 LE. 
ADMINISIIWI. DE FONDOS PARA EL RmRO. 

BANC0MER.S.A DE C l  mco PENSIONS 17.50 82.50 100.00 11,063 66,283 77,509 3j4,414 

41,063 180,423 

6,112 17,101 
0 6  1,869 

17,916 26,910 

-137 7,520 

-730 698 
3,154 2,&3 

88 6,197 
6,676 12,649 
4,624 5,ooO 
8,754 8,142 

4 0  

AD.WW'OU DEFONDOS DE PWSlONE5 PROVIDA 
(AFP P R O W )  

MC€ER,S.A. DEC.V. 
AFT CRKR S.A. 

m PENSIONS 12.70 51.62 64.32 
.mco SERNCB 0.00 100.00 100.00 

112,809 93,401 
3,647 4,473 

18,641 -204 
934 460 

4,166 4,460 

EL SALVADOR PENSIONS 0.00 62.08 62.08 
ECUADOR PENSIONS 0.00 100.00 100.00 
PERU PENSIONS 24.85 75.15 100.00 
DOMNW 

Am GENE5JiAD.WSTPJ.DORA DE FONDOS, S.A. 
Am HORiZOm S.A. 
Am PORMJIR S.A. WJBLICA W Y N C A N A  

W W C  P!dSIONS 0.00 100.00 100.00 6,299 -1,513 
BOWlA PWSIONS 75.00 5.00 80.00 2,182 345 
SPAIN PORTFOIIO 100.00 0.00 100.00 3.010 3.186 

AFP PREVISION BBV-ADMDE FONDOS DE PENSION3 SA. 
ALGORTA, S.A. 
A1MACEMS CEMMLE DEDEPOSITO. S.A.L DE SPAIN PORTFOUO 83.90 lh.10 100.00 14;934 13;876 

10,tW 814 
8 88,571 

513 484 

AL'IURA W S ,  kY., SA 

APOY 0 MERcANIll S.A. DE C.Y. 
ANCU l"m, S.k 

SPAIN SECUR~ESDEALER so.00 0.00 5000 
PANAMA PORTFOLIO 0.00 100.00 100.00 mco HSlRW.RD.LEST,. 0.00 100.00 100.00 

ARACON CAPIIAL. S.L. SPAN FINANUALSBVICLS 99.90 0.00 99.90 4 26,077 418 3 7 3 5  
PANAMA PENSIONS 0.00 100.00 100.00 998 59 15Y 1 3 4  
m SERVICIOS 100.00 0.M) 100.00 1,151 170 71 676 

ARGENHRIA, 5.A 
BANC I"ACI0NAL D'ANDORRA, SA. 
BANC I"AQ0NAL OF ANDORRA ICAYMAN) LIT) 
BANCA MORA $.A 
BANCO BJLBA~ VECAYA IDEUIS"DI. A.C 

SPAIN PORTFOLIO 100.00 0.00 100.00 60 -2 1 59 
ANDORRA BANKtNG 0.00 5100 51.00 42,407 239,361 71,119 15,528 
CAYMAN ISLANDS BANKING 0.00 1C4.00 10000 3,959 1,803 -18 3.989 
ANDORRA BANKING 0.00 1M).00 lM).00(1) 30;060 ' 0 0 ' 0 
GERMANY BANKING 0.00 100.00 100.00 256 6,122 -1,390 179 
PANAM M " G  53.96 44.81 98.77 2$724 75,488 18,610 20,099 
PORTUGAL BANKING 9.52 90.48 100.00 1?5,ooO 53.761 S.481 183.916 

BANCO BILBAO VIZCAYA kRGprrhRlA (Piiiiu~), S.A. 
BANCO BlLBAO VlZCAYA ARWW IPORTUGALI. S k 
BANCO 81~~40 VlZCAYA ARCENARIA CtllIE, SA. " 
BANCO BILBAO E C A Y A  ARGENMIA PUERTO RICO 
BANCO BILBAO W X Y A  ARGENTARIA URUGUAY, SA.  
BANCO C O M A I ,  S.A. 
BANCO DE C R E D W  LOCAL S.k 

CHILE BANKING 59.3s 6.92 66.27 
100.00 
100.00 
92.01 

100.00 
99.79 

100.00 
1M.00 
99.92 

100.00 
100.00 
55.59 

100.00 
100.00 
100.00 
100.03 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
70,00 

100.00 
100.00 
79.60 
95.37 

204937 113;899 
109,852 223,831 
35,244 28,710 

181,935 46,844 
151,043 118,345 
14,039 17,981 
5,411 19,958 

65,150 226,590 
32,775 142,992 
11,630 3,007 
23,753 331 
45,513 163,171 
12,436 1,625 

4 -2 
3,704 -246 
1,584 t i 6  

44 -10 
2,699 484 
2J75 13,305 

734 783 
380 12,380 

583,127 4 4 , M j  
58,298 8,941 

903 2,981 
3 370 

35,571 17,922 
908 -1s 

4J37 5,597 
72,475 52,587 
98,972 445,753 
21.555 114338 

34:780 263:476 
34,700 109,852 

51,320 509,597 
455 15,126 

36,850 1,595 
107,536 386,469 
13,711 97,211 

329 14,923 
5,168 26,895 

159,458 168,146 
3,652 15,615 

0 2  
59 3.512 

-19,571 42,693 
43,925 246,s33 

.. ... 

FuERTO RICO BANKG 0.00 100.00 
URUGUAY BANKING 100.00 0.00 
PERU B A N M G  0.00 92.01 
SPAIN BA"G 100.00 0.w 

BANCO DE PROMOCION DENEGOCIOS, S.A. 
BANCO DEPOSITMI0 BBVA, S.A. 
BANCO FRANCES (CAYMAN), LTD 
BANCO I N D U S W  DE BLBAO, SA 
BANCO OCCIDEhTAl, S.A. 
BANCO PROVINCIAL OYERSEAS N.V. 

.. - . . .. . - . ...... 

SP.W BANKPI'G 0.00 99.79 
SPAN BANKING 0.00 100.00 
C A Y W  lSWS BANK" 0.00 100.00 
SPAIN BA" 0.00 99.92 
SPAIN B M G  49.43 50.5: 
D U T C H A N I I W  BANKING 0.00 100.00 

BANCO PROVINCIAL S.A. . BANCO UNNERSAL 
BANCO UNO-E BRASII, S.A. 
BANCOYEJ ASSET M N A G L W  HC. 
BANCOYER FINANCIAL SERVICE5 PIC. 
 BANCO^ FORUGN ucwm NC 

YENEZuELh BANKING 1.85 53.74 
BRAZIL iA"G 100.00 0.00 us. FNANCULSERVICFS 0.00 100.00 us. FINANCIALSERVICES 0.00 100.00 
us. FlNANcL4LsFnYIm 0.00 100.00 us. FINANculsEnVIm 0.00 100.00 us. FJNANclALsERvIm 0.00 100.00 

-149 2:318 
4 30 

2534 5.453 
BANCOhW TRANSFF3 SERVCE 
BANIMA0 DE WWISIONES. SA. 

us. FlNANcwsFnvlm 0.00 100.00 SPm PORTFOLIO 0.00 100.00 
CAYMAN lSLhhpS F " C I A l  SERYICET 0.00 100.00 
SPAIN PORTFOLIO 100.00 0.00 
SPAIN B A " G  0.00 100.00 

11:022 25:559 
' 25 I;W 

2577 402 
-178.904 305.655 

BBV AMERICA FUND MANAGER LID 
BBV AMERICA, S.L. 
BBV BANCO DE FNANCUQON SA '658 6 4 ; N  

791 1,271 
18 1 

-1,445 32,049 
301 967 

BBV GESnON DEWITME$ SA. S.C.C. 
BBVPWANLA SERVlClOS PATRhtONIws, S.L. 
BBV S m  HOLDNCS, $.A. 
BBVA fi PARTNERS ALTlRNAmZ IMrEsTMFNI AV.. SA.  

SPAIN mANcU1SERYIm 100.00 0.00 
SPAIN ~ANCIALSERYlCLS 80.00 10.00 
SP.W PORTFOLlO 99.86 0.14 
SPAN SECURmEsDWLER 70.00 0.00 

BBVA hD.wNIsTRAD0P.A GENERAL DE FONDOS S.d 
BBVA AREA INMOBILlhRIA. S.L. 

CHILE mANclALsERvlm 0.00 100.00 
SPAIN INSTRUM.Ruu.EST. 100.00 0.00 
A R W A  B A W G  40.71 38.89 

ikio 11,664 
11,164 109,537 

-81647 56.641 BBVA B A N C O F R A " ,  S.A. 
BBVA BANCO GANADERO. SA. coLom ~ k w c  76.15 1921 
BBVA BANCOMER ASEsodA DE FONDOS, S.A. DE C.Y. 
BBVA BANCOiER C h P M  TRUST I 
BEVA BANCOiMH GESTION, SA.  DE C.V. 

. m c o  FlNANclALsERYIcE5 0.00 1w.00 100.00 4 . 1 0 3  
us. FlNANClALSERyIcFs 0.0 100.00 100.00 12,244 0 0 12,251 .mco FINANCMLSERYICES 0.00 99.99 99.99 70 30 7,134 6,843 
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Puontqe of her sh ip  %wands of Em (*) 
Camtal R m r  Netlnmme NU 

r loertim IjeofBudm Dimt lndirrp Total 1U31/03 IU31fi3 2003 LE. 
BBVA BANCOhiER HOLDING CORPORATION us. PORTFOLIO 0.00 100.00 100.00 2,130 742 2279 4,915 
BBVA BANCOMR SERWCIOS A D M J " O S .  SA. DE C.Y. MEXICO ~ANcMISERVIcE^ \  0.00 1OO.M) 100.00 4 94 86 172 
BBVA BANCOVIR SERVIUOS, SA. 
BBVA BANCOMB, S.A. DE C.V. 
BBVA CAPITAL !TNANCX. S.A. 
BBVA cllprr~~ FUNDING. LTD. 
BBVA mii W OFPIERTO RICO, INC 
BBVA CAR'TERA DE INYERSION, SLMCAV 
BBVA ~ I N Y E I I S I O N E S .  SA. S1Y.C.A.V 
BWA ma" P M E ~  BV 
BBVA COMMERUAL PAPFR, LMllXD 
BBVA CORRDORES DEBOls.4, S.A. 
BBVA QE(;ER AFP, S.A. 

BBVA DINER0 Mpm, S A  
BBVA ECOMMWGF, SA. 
BBVA FACTORING EEC., SA. 
BBVA FlDUMRM, SA. 
BBVA FINANCE (DUWARE) INC 
BBVA FNANCE (VK), LTD. 
BBVA W A N &  SPA. 
BBVA RIND05 
BBVA GLST 
BBVA GEStION, SWAD ANONMA, SGnC 
BBVA GLOBAL flNANCE LTD. 
BBVA HOLDING BV 
BBVA HORlZONE PENSIONES Y CESAhTlAS. SA. 
B B V A H O N Z O ~ S ~ .  ~ 

BBVA FC, S.A.(PORTUGhL) 
BBVA r"All0N.U. FINANCE BV 
BBVA i"All0N.U. INKSTMENI CORPORATION 
BBVA Nl%&ATIONM h4hf 
BBVA RELAND P W C  WmD COMPANY 
BBVA PARAGUAY, SA 
BBVA PARllCIPAbONEs l"ACIONAl, S.L. 
BBVA P!NONES CHILE, SA, 
BBVA PENSIONEL SA, FNllDAD CESTORA DE FONDOS 
DE PENSIDNEE' 

BBVA Km WEAL 
BBVA PRlVAKLA BANK (IFRSEY), LTD. 
BBVA PRIYANZA GHTORA SGIIC, 5.A. 
BBVA PRIVAND I"AIl0NAL (GlBRALTAR)JID 
BBVA PROYOCIONES, SA. 
BBVA RLAl STATE 2oO3 S.I.I. 
BBVA K " G ,  S A  
BBVA SEcuRmEs HOIJINGS (UK) LMlED 
BBVA SECURME5 INC 
BBVA SEcL[RTIIEs LID. 
BBVA SFMOR FINANCE BY 
BBVA SOCIEDAD LEASING MiTACIONAL BHF 
BBVA SUBORDINATED CAPITAL BY 
BBVA SUM. S.A. MVA SwrnERlANDl 
BBVA VALORLS 64NADEII0, S.A. CO.~IONIsTA DE BOlSA 
EBVA, SA. 
BBVAPR HOLDING CORPORAllON 
K L G L O B A L ~ M G  BV 
Ba "AL mc. LTD 
Ba PARTICPACIONEI, S.1. 
BM AMWCA FINANCE INCORPORAlTD 
BFXCARTFM,S.I.M.C.A.V., SA. 
BHIF ASHORIAS Y SERMCIOS FINANCIEROS, S.A 
BI-BM GFSllO D' ACIlUS. SA. . . . .- . . . 

BUAO WAYA ~ C A  B.V 
B M O  W A Y A  HOLDING S.A 

.WICO BANKNG 0.00 100.M) 100.00 203987 134.057 81611 416.600 . ~~~ ~ 

imico B.M"G 0.00 100.00 100.00 i69j792 2,612271 jOi311 3,317[839 
SPAIN FINANCIALSERVICLS 100.00 0.00 100.00 60 0 159 60 
CAYMANISLANDS FINAKIALSRVICES 100.00 0.00 1M.W 0 884 2,2595 0 
PllERTORICO FINANWSERWX 100.00 0.00 100.00 637 4,828 101 7,132 
SPAIN PORTFOLIO 60.16 0.00 60.16 69,732 99,064 2,916 46,876 
SPUN PORTFOLIO 61.00 0.00 61.W 15382 1,765 142 3,766 

CAYMANJSWJDS FlNANWSFRVlCk3 100.00 0.00 100.00 8 25 11 8 
SECL!MESDEALER 0.00 100.00 100.W 8,707 L781 1.928 13,456 

NKtEIUANDS FTNMCIALSERVIES 0.00 100.00 100.00 18 0 -10 18 

m L I C  FINANcu1SERVICET 70.00 0.00 70.03 7,197 -357 4,128 2,569 
SPAN FlNANWSERNCES 100.00 0.00 100.00 3306 -336 -784 2,188 
SPAIN SERYICES 100.00 0.00 1W.00 60.M -10.740 -11,040 38,221 
SPAN FrNKCMSERVICES 0.00 100.00 100.00 266:874 l24:551 7h17 1?6:447 
COLOMBIA #hC~S&l& 0.00 99.98 99.98 21497 982 '142 3i601 

U.K. FNANCIAISERVICES 0.00 100.00 100.00 3.192 8051 3 2  3.324 
us. FINANCIALSERVICES 100.00 0.00 100.00 119 325 -17 119 

K4LY FINANCIALSERYILES 100.00 0.00 100.00 4;648 417 7 j  4;648 
PORTUGAL F!NANCIALSERVICE5 0.00 100.00 100.00 1,000 3,460 917 998 
P0RIIIG.U FTNANcIAlSFRVICES 0.00 100.00 1W.W 1,000 5,493 I t 1 9  998 
SPAIN RNANCMSERVICT5 17.00 83.00 1OO.M) 2,140 79,024 48230 11,436 
CAYMiWISuNDS FlN.L!aALSERVIcE 100.00 0.00 100.00 1 2,453 j31 0 

COLOMBIA PDlSIONS 78.52 1.76 80.28 9.893 10.120 6.720 20.941 
h z " D S  PORTFOLIO 100.00 0.00 100.00 18 45 2 7  64 

PhNhMh PENSIONS 90.00 0.00 90.00 31919 ' 0 'L99 3;563 

" D S  FINANClALSuIVICE5 0.00 100.00 100.00 18 0 0 18 

CAYMANISUNDS FINANCIALSE"  100.00 0.00 100.00 1 3,041,087 18,5621 1 
RELAND FINANCIALSERVICE 100.00 0.00 100.00 312 237,200 14,992 180,311 

SPAIN 

PORTUGAL F!NANCW.SERVlcEs 0.00 100.00 100.00 21,903 -976 4,789 32,737 

PllERTORICO FINANCIALSERVICES 100.00 0.00 100.00 2,479,543 -117,474 -713 2,880,416 

PARAGUAY B A " G  99.99 0.00 99.99 5 ~ 2 7  5,184 7,608 17,862 

SPAIN 
SPAIN 
SP.M 
U.K. 
U.S. 
U.K. 
" W A N D S  

PORT~OLIO 

5P.W PORTFOLIO 
U.S. PORTFOLIO 
" D S  F[NANCLALSERUCES 
CAYMAN ISIANDS FINANCIAL sERVIm 
sp.4IN us. 
SPAIN 
CHILE 
ANDORRA 
NE-RHUNDS 
S P A N  
LUXEMBORG 
SPAIN 

~~ 

PORTFOIJO 
"ANCIAL SERYICFS 
PORTFOLIO 
FINANCIAL sERVIm m ANCIAL S F "  
FINANcul sERVIm 
PORTFOLIO 
R N A "  SERWCES 
PORTFOUO 

100.00 0.00 100.00 1 208 16575 1 
0.00 100.00 100.00 9,232 7'7,941 I,i85 20,610 

99.99 0.01 100.00 3907 10,609 11,010 3,906 
0.00 100.00 100.00 2,838 75J67 13,077 8,SU 
0.00 100.00 100.00 285 98 248 354 

100.00 0.00 100.00 9,018 0 0 9,011 
0.00 100.00 100.00 47,118 17p01 10,430 20,897 
0.00 100.00 100.00 26389 -26.467 -158 0 
0.00 100.00 100.00 ' 0 30;641 .1,785 29,248 
0.00 100.00 100.00 30,839 -27,401 36 2,j78 
0.00 100.00 1W.00 100 0 6 6  100 
0.00 97.48 97.48 2.433 2.853 333 5.491 
0.00 100.00 1m.00 100 0 65 100 

39.72 60.28 100.00 46,537 111,813 22,073 54,789 
0.00 100.00 100.00 1.106 1.038 160 2.287 

99.99 0.01 100.00 60 2 0 60 
100.00 0.00 100.00 109,852 783 -27 275,836 

0.00 100.00 100.00 0 277 133 0 
0.00 100.M) 100.00 60 0 -10 61 

0.00 100.00 100.00 lJS0 5,744 3,769 1,326 
100.00 0.00 100.00 1 0 0 0  

0.00 80.02 80.02 4,176 7,889 560 8,533 
0.00 98.60 98.60 222 1,195 1,508 2,945 
0.W 100.00 100.00 301 1,476 7,681 301 
0.00 100.00 100.00 17 373,041 .114,6uI 571,563 

89.00 11.00 100.00 35,549 -1,022 3,073 34,771 
100.00 0.00 100.00 75 8.640 1.055 77 
100.00 0.00 100.00 3 31;618 1553 33,969 
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GmpmV h b m  LincofBudnCpt Dia Indim Total 12131/03 12131103 2003 G.E. 
MAL IK[wIIATlONAL HOLDING f " D S )  BV. -ANDs PORTFOLIO 0.00 100.00 100.00 150 3.546 26 494 
CANAL l"ATI0NAL HOIDING, S.A. LUXEMBURG PORITOLIO 36.00 64.00 100.00 149,893 714,ZU -35,668 255,843 

PANAMA FpI.WCMISERVICE5 0.00 100.00 100.W 6.575 .1.713 .173 6.575 CANAL REAL EITATE SA. 
MAL TRUST COMP'W, LID. 
CARTERA E NTRSIONES SA., CIA DE 
MA DE BOLSA BBV - PROBURSA, 5 1  DE CY 
CAN DE CAMIIO PROBURSA, S.A DE C.V. 
CAl-YA"Ilhlllu) 
QA. GLOBAL.DE MNDATOS Y R E F R E $ " E E .  SA 
mESu ws. S.L 
QOESSA b%O,S.L 
"4 S.L 
COYPAhU CHIlENA DE INWISIONES. S.L 
CONSOLDM A.F,J.P., SA 
CONSULTORES DE PENSIONES BBV, S.A. 
CONTABLIDAD Y KM" DE NEGOCIOS, SA DE C.V. (EN UQ.) 
C0"NF.L BOLSA. SDAD. AGDiTE DE BOLSA SA 
co"ENrAl5. mLlz.4Doru 
CONIIMNTAL S.A. 5CCW.W ADMINlsIRADORA DEFONDOS 
CORPORAQON hREA HMOBUlARM BBVA, 5.L 
CORPORAUON DE A U W A C I O N  Y BEBIDAS. S.A. . . . . . . . . .. . . - . - . . . . . . . -. - . . 
CORPORACiON DE SERVIUOS LOGISTICOS, S.A 
CORPORAQON GENERAL Fl"ClERA, S.k couoMaoN I B ~  ~ m w A c i o N E s  LMPRESARW. SA, 
CORPORAGION IBV swaos Y E~OLOGIAS, S.A. 
C o R P o M a o N  ~ N D U ~ ~ ~ A L  Y DE smaos, 51. 
CREDILOCROS C0.WAMA FINANCIERA. SA.  
DESARROUO O.MEGA. SA. 
DESEL TEmOLOGIA'Y SISIEMAS, S.A. DE C.Y. 
DEUSTO, S.k DE INVERSION MOBILYWA 
E-yENnrREs CAJITAL NTERMT SA.  
EIANCH0VL S.A. 
Eiio~coimu~ E SFRMCOS, LIDA. 
EUROPEA DE TllUllZAClON. SA.. SDAD.GFhT.DE EZ)OS.DETlTUL 
FALTOR M N ~  SA. D E C ~  ' 
FACTORAJE PROBURSA, SA. DEC.1 
FAhtUu10; SA. 
FINANCIERA ESPflOLh. S.A. 
FINANzL4 "G, S.A. 
FINAN7.h TRUCK, EEC, S.A. 
FINANZN, BANCO DE CRUIITO, SA. 
FINIDG SDAD. COMANDKARIA POR ACCIONES 

FINANzL4 "G, S.A. 
FINAN7.h TRUCK, EEC, S.A. 
FINANZN. BANCO DE CRUIITO. SA. 

FRANCU ADMMTRADORA DEUWJSIONL5, SA G.F.C.INYERS. 
FRAND.5 VALOK3 SOClFDAD DE BOLSA, SA 
FRECCU HOLDING, S.A. 
FRONARINA. S.A. 
GEmON DEPREYlSlON Y PFh'SIONES, SA. 
GETION Y AD.WWCION DERECIBOS. SA 
GFB SERWClOS. S.A. DE C.Y. 
GRAN J O R G E J ~ N ,  SA. 
GRF.IAR GAUCI& S.A. 
GRUPO RNANCWO BBVA BANCO.MER, SA DE C.V. 
HOIDINGCO"TNTAI,  S.A. 
INMOBMARIA ASUDI. S.A. 

W O R R O ,  s.1. 
INW(SI0NES EMPRO I"ATl0NAL INC N.Y. 
INyfRSIONES BAFROM, C.A. 
IN"1ONES MOBILL\RIAS, S.L. 
INYERSIONS I SERWS MIRNACIONALS, S.A. COYPANYM DE 
INwlsoRh OTIUI, S.A. 
YuWTARALlwIFD 
LEASMO - SOCIEDADE DE LochCAO FINANCiNA. SA 

"NELIsIANDsFlNANcMsERMm 0.00 100.00 100.00 
SPAIN PORTFOLIO 100.00 0.00 100.00 
MU(IC0 FlNANCIALSERVICb 0.W 100.00 100.00 mco INSTRUM. REAL EST. 0.00 89.56 89.56 
G~ANISLANDS FTNANMsRVIm 0.00 100.w 100.00 
URUGUAY FlNANcIALsERVlm 0.00 100.00 100.00 
SPAN 
SPAIN 
SPAIN 
SPAIN 
A R W A  
sP.m mco 
PERU 
PERU 
PERU 
SPAN 
SPAIN 
SPAIN 
SPAIN 
SPAIN 
SPAIN 
SPAIN 
A R G " A  
PANkMh 
mco 
SPAIN 
SPAIN 
SPAIN 
BRAZIL 
SPAN mco 
lmco 
P A N M  
SPAIN 
SPAN 
SPAIN 
S P M  
FRANCE 
MGE"A 
A R G E " A  
PANAMA 
PhVAMA 
SPAIN 
SFm 
MEXICO 
SPNN 
SPAIN mco 
PERU 
SPAIN 
SPAIN 
PERU 
SPAIN 

poRTFouo 0.00 100.00 100.00 
PORTFOLIO 0.00 100.00 
PORTFOLIO 100.w 0.00 
mANaALsmMm 100.00 0.00 
PmsIoNs 46.11 53.89 
PFNSIONS 0.00 100.00 
SEN7G.S 0.00 96.00 
S E L U R I I E D W E R  0.00 100.00 
SFRWCE5 0.00 100.00 
FTNMcMlSERvIcE5 0.00 100.00 
PORTFOUO 0.00 100.00 
PORTFOLIO 0.00 100.00 
PORTFOLIO 87.64 1236 
PORTFOLIO 100.00 0.00 
mnouo 0.00 50.00 
PORTFOUO 0.00 50.00 . . . . . . . . . 

PORTFOLIO 0.00 100.00 
FlNANCIAlSERYlCES 29.96 70.04 
PORTFOLIO 0.00 100.00 
S E N 0 3  0.00 100.00 
PORTFOLIO 0.00 100.00 
!TNANCLKSERYIM 0.00 50.00 
PORTFOLIO 100.00 0.00 
~ANwsmvlm 100.00 0.00 
HNANWSERWM 82.97 0.00 
FlNA"LsERWm 0.00 100.00 
INSTRUM. REALEST. 0.00 100.00 
INSTRUM. WEST.. 0.00 100.00 
PORTFOLIO 85.85 14.15 
FINANClALSERICES 0.00 100.00 
FNANCWSERMCES 0.00 100.00 
BANKING 0.00 1M).00 
PORTFOLIO 0.00 100.00 
FlNANclALsEnvIm 0.00 100.00 
mANclALsERMm 0.00 100.00 
INSTRUM.REVKT.. 0.00 100.00 
NSTRUM. REAL EST.. 0.00 100.00 
PENSIONS 70.00 0.00 
SHMCEA 0.00 100.00 
SERYIES 0.00 100.00 
RIALETATE 100.00 0.00 
PORTFOUO 0.00 100.00 
FTNANcMlSERVlCES 8.40 51.03 
PORTFOUO 50.00 0.00 
INSTRUM. REV EST.. 99.99 0.01 

100.00 
100.00 
100.00 
100.00 
100.00 
96.00 

100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
50.00 
50.00 

100.00 
100.00 
100.00 
100.00 
100.00 
5O.M) 

100.00 
100.00 
82.97 

100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
70.00 

1M.00 
100.00 
100.00 
100.00 
59.43 
50.00 

100.00 
INSTRUM. REAl EST.. 51.22 48.78 100.00 
INSrRUM.WEsT..  0.00 100.00 lM).00 
PORTFOLIO 100.00 0.00 100.00 

DUTCHMlLLE.5 FIN.4NCIALSRflCE5 48.01 0.00 48.01 
vE"A smvlm 100.00 0.00 100.00 
SPAN PORTFOLIO 100.00 0.00 100.00 
ANDORRA PORTFOLIO 0.00 100.00 100.00 
ARGFNITMA PORTFOLIO 0.00 99.91 99.91 cHI\"u. ismmismuM. REAL ET.. 0.00 100.00 100.00 
PORTUGAL FTNANCLiLSERvICES 0.00 100.00 100.00 
PANMA INSlRUM.REALEST.. 0.00 100.00 100.00 
CAWSUNDS BANKING 0.00 100.00 100.00 

35 145 538 35 
l 3 i  lO2joa 76,794 MI,541 

29.579 15.439 8222 52393 
6 7 0 1 1  
8 125 0 8 

72 9346 837 1O.N 
2,922 438 .2,016 356 

60 32;119 41,655 4;754 
6,026 41,793 4,941 52,593 

948 59,712 4,616 62,992 

0 5 - 5 0  
106 72 1,376 % 4 16 649 

3 169,402 -5913 243JS2 

60 989 -50 I75 

2,258 128 276 2,551 
97,455 63,247 30,140 164,703 
54.090 92.445 -1,220 138.508 
2 h 9  -1:OOZ '-21 '986 

i49:iii 830:466 95jU 541,2ii 
28,446 29,126 136,362 137,385 
265,642 213,412 112,410 137,031 

60 284 -126,338 lJ5l 

8 486 111 8 
15,351 -3,836 -3,486 8,962 

210 901 54 1.158 
3,624 6,679 960 11:263 

1204 1.312 1.035 1.100 
3,012 11,600 -1,628 64,678 

'912 a 6 5  ' 78 ' 0 
1,803 1,292 1,772 1,106 
1.418 -1397 0 0 
2j33 -1i760 0 572 

296 -105 -27 166 
4,495 929 1.003 5,590 

60 3.322 11875 ' 79 
5,416 3;718 '117 8,596 

14,983 79,361 11,549 56J03 
8 1 389 360 

27 2.481 640 3.094 
430 (209 395 (993 

12,600 4,891 1,627 8,830 
150 112 166 150 
621 I70 3 1A95 

8 -110 -99 -184 
8 .lo7 45 -150 

1 3 9 2  .3,106 
3,089 902 

71,911 3,708,796 
142,164 7,791 

84 2,869 
736 3J62 

61 401 
26,920 486 

752 321 
489 144 

3,010 0 
17 66,885 
2 2,003 

7,500 8,615 
236 4 

3,312 751 

39,186 -8,855 

0 10;116 
66 4,057 

626,659 2,865,161 
30,326 111,735 

18 2,971 
25 2,911 

-5,328 2j,$25 
7 467 

5,796 10,289 
232 1,212 

14 648 
0 3,010 

-11,989 2 
-94 1,871 
7% 11,576 
-21 l36 

.160 3,921 
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Pamtagc of Ownership h u n d s  of hr ('1 
Gmd R m s  Nulnmmc Nu 

V locrriao 
MIIANO GEsnoNI. SRL KUY INSIRUM.REALESI. 0.00 100.00 100.00 46 166 5 46 
CMXVAL SA. 
O I M R , S A .  
OPCION VOLCAN, 5.6 
PARTICPACIONES MAL, s.1. 
PARTDB SDAD. COMANDITW POR ACCIONES 
PILOT INvETT.Sm CORP. 
PROMCUON EMPRESARW. XX S.A. 
PROMO(I0NES I E C I I O B W '  ARIONh SA. 
PROMOTORAPROMM, S.A. DE cicm UQ.I 
PROVIDA NIUNACIONAI, SA. 
PROVINaAl CORREDOR DE BOLSA DE PRODUCTOS 

AGRICOIAS. C.A. 
PROVINCIAL DEVALON USA DE BOISA 
PROVDJQAL SDAD.ADMNDE F"DADES DE 

INv.COLF,CtlVk C.A. 
PROYIYWDA, &AD RECAUDADOR4 Y 

PROYEnOS UWSTRLALES C O N N O S .  SA. DE 
ADMTNBE APORTFS, SA 

M FINANG M G ~ A  COMPMA i%~~m, S.A. 
S.GE.STOR\ FOND0 PUBL.REGUL.MRCAD0 HLPOTECARlO. $.A 
S.1PI.E.M.S A. (EN UQ.1 
SCALDIS FrNANC€. SA. 
smaos coRpoRIlTvos BA"C.MER, $.A DKV. 
swaos  NOS DE AIOYO EMPRESMML, s.A DE cv. 
SOCIEDAD DE ESTuDlOS Y ANAUSLI "ANC..S.A. 

SoCIE[E HIspANO-.MROCAINE DESERVICES, S A .  (EN UQ.] 
SPORT aUB 18, S.A. 
IRAMITORY CO 
UNO-E BANK, S.A. 

SPAIN PORTFOLIO 100.00 0.00 100.00 
SPAIN PORTFOLIO 0.00 100.00 100.00 mco INSIRUhl.RE4LEsZ. 0.00 100.00 100.00 
SPAIN FQRTFOUO 0.00 100.00 100.00 
FRANCE PORTFOLIO 0.00 100.00 100.00 
C A W  I S W S  PORTFOLIO 100.00 0.00 100.00 
SPAIN mANmsERyIm 100.00 0.00 100.00 
SPAIN 
M " 0  
CHILE 

i"ELA 
W U U A  

vEmm.L4 

BOLMA 
SPAIN 
A R G M N h  
SPAIN 
h40ROCCO 
BElGNM 
.mco  
.WICO 
SPAN 
ANDORRA 
MORMXO 
SPAIN 
P.4NAM.A 
SPAIN 

INsTRIJM.RL4Lm.. 1w.00 0.00 1w.00 
FlNANclALsERyIm 0.w 1w.00 100.00 
PENSIONS 0.00 100.00 100.00 

SECWITSDEALER 0.00 100.00 100.00 
F N A N C 1 A l S R M ~  0.00 90.00 90.00 

FINANCIALSMVIcE5 0.00 100.00 100.00 

PENSIONS 0.00 100.00 100.00 
PORTFOUO 0.00 100.00 100.00 
FlNrwcu1SERyIcEs 0.00 50.00 50.00 
FlNANCLu.SERVlCES 77.20 0.00 77.10 
PORTFOLIO 0.00 100.00 100.00 
PORTFOUO 0.00 100.00 100.00 
PFNSIONS 0.w iom i o m  . - .. . . . . . . . . . . . . . . . . . . 

SfR" 0.00 100.00 100.00 
PORTFOLIO 100.00 0.00 100.00 
PORTFOUO 0.00 100.00 100.00 
PORTFOLIO 0.00 100.00 100.00 m o u o  99.98 0.02 100.00 
INYIXUMREAIBT.. 0.00 100.00 100.00 
B A " G  34.35 32.65 67.00 

3,141 3,867 1,088 8,081 
619 1,681 50 2,324 

18272 32.035 8.051 57237 
41673 11030 ' 94 5:809 

8 1 296 628 
0 0 2,428 0 

1,599 329 23 1,522 
1,202 240 17 1,210 
39 .11 .3 25 

30,244 6,182 18,689 53,267 

25 .I8 -5 2 
1,485 786 1,465 3,237 

817 126 49 889 

109 71 .24 158 
3.005 352 50 3.148 
(840 2,344 -1,064 3;113 

3,084 393 5 3,416 
4 202 18 220 

535 611 36 1,177 
1,470 171,157 1,627 114,518 

1 1 5 9 1  

150 29 21 138 
lf64 -1,165 0 0 

1,173 -185 0 0 
60 -1,361 6,905 12,010 
8 -226 -558 -710 

80,317 36210 -5,065 73,330 
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EXHIBIT I1 
ADDITIONAL INFORMATION ON OWNERSHIP INTERESTS HELD 

BY THE BANCO BILBAO VIZCAYA ARGENTAM4 GROUP 
(Including the most significant companies which, taken as a whole, represent 98% of the total investment in this conncction) 

Bouslnds of Emor 
PalPnngedOwaarhip ~ 

&ita1 Nethmm Comdidlted ~ 

Comprnr lomtion tineofBurinas DiAd InLeet Tad sto& Rewar Ihl Cost 

A. COMPANIES ACCOUNTED FOR BY THE E Q W  METHOD 
UIEDCOMPANEl 

Ha0 DIRECT SEGlROS Y W G U R O S ,  LA. 
HOLDLSG DE PMTlCTPAaOhB INDuslRlw 2000, S A 

SPAN 
iTLY 
SPAN 
BRAzn 
SPAIN 
SPAN 
SPUN 
SPAN 
SPAIS 
SPAN 
SPAIS 
S P f l  
SPAN 
SPAIS 
SPAIS 

SPAIS 
Pm 
COLOMBIA 
SPAR' 
SPA& 
SPAIS 
SPAN 
SPAN 
SP,IR' 
SP.W 
MEXICO 

SPAN 
SPAIN 
SPAIN 
SPAR' 

0.99 
14.37 
14.37 
5.00 
054 
6.54 
1.16 
336 
2.91 
7.48 

5.01 6.00 (21 65,800 1,359,974 175,465 (1) l09A78 
0.00 14.31 1,087JS5 2,451,096 90,738 ( I ]  548,872 
0.00 14.37 125568 385.648 51574 111 147.8?9 
0.00 5.00 1,400;714 1,288,905 25s;oa (ii i9oj49 

16.03 16.51 28,026 351,054 -55,011 19,641 
0.00 6.j4 6,160 83,137 15,756 (I1 7,486 

15.89 17.05 131 40,550 215,751 135,610 (11 108,177 
0.11 j.47 (4) 444,776 1,739,208 805,865 (11 162,639 
5.31 8.22 (S) 2,7M,648 4,611,277 968,644 (1) 850,116 
0.M) 7.48 161 711.110 448.107 157.120 111 138.287 

1.81 428 6.09 (9) 4,860,661 17,711,805 4,576,800 (1; 1,814,158 
0.W 2426 2426 17.078 123.998 13.442 111 17.937 

15.66 153 17.19 

0.00 50.w 5o.M) 

21;31! 92712 1<,516 (lj 

16.132 1.4440 4.705 
21.82 0.00 21.82 39:396 6:!78 '450 
0.00 47.10 47.20 5 , M  8,699 2,463 
0.00 41.17 41.17 8,270 40.771 -1.984 111 
0.00 39.25 39.25 

0.00 jO.00 50.00 
0.00 10.00 50.w 
0.00 50.00 50.00 

0.00 49.80 49.80 
0.00 50.00 50.00 
0.00 25.00 u.00 
0.00 50.00 50.00 
0.00 33.33 33.33 

1;641 l i196 (514 ' ' 

38J45 0 4,318 

15,380 44,180 11,096 

iwn n j o i  -n,m (11 
18,278 1,718 77 
5,687 67,878 21,183 (11 

147 15,553 3,389 

219,410 1?,466 4,529 lli 

41,469 4,022 .1,896 
7,410 0 -39 

18,030 .11 -258 

14;038 

16,R 
10,062 
7,961 

18,010 
6J89 

88,138 
22,179 
12,173 
9J81 

31,093 

37,767 
10,au 
31,268 

9,638 
6,076 

117.293 

TOTAL ij93.224 

Dam takm from the latest financial shm" apprwed as of the date of preparation of this annual repwt, generally relatig to 2002. 
In the cax of f o r i i  compania, the mhngc rate as of the refmence date is applied. 
(I) Consolidated data. 
(2) 5,01% of which relate to the long-term holding. 
(3) 15,89% of which rclatcs to thclong-trrm holding. 
(4) 3J4% of wich relata to thelwgtm holding. 
(5) 5,37% of which relater to thz longttrm holding. 
(6) 7,15% of which relates to the long-term holding. 
(7) 5,61% of wfiich relates to the long-term holding. 
(S) 3,87% of which dater  IO the long-term holding. 
(9) S,17% of VM relam to the long-term holdin& including 1.82% which U not accountcd for by the equity method because its market risk is hedged with derivarives 
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EXHIBIT Ill 

OF THE BANCO BILBAO VIZCAYA AKGENTAKIA GROUP 
(Including the most significint companies which, taken as D whole, rcprcsent 91 % of totil investment in this wtineaion) 

ADDlTIONAL NFORMATIOS ON COMPANIES IN THE NON-CONSOLIDABLE GROUP 

h u o d r  of Eura 
Percentagr of Ownuship ~ 

Gpid Nu lnmme Cwrdidared ~ 

GmpanY location IjneofBssinerr Dirm $&rea Total sto& Reranr (Lois) Cwt 

USlTDcOMp%NU 

BBVA IMDE, Sh 
COSSOUDAR ASEGURABIRADE PJEKOS DUTRhMIO. SA 
COSWUDAR ClA DE SEGUROS DE RmRO, $.A 
COSIOUDM ClA DE SEGURC6 DE VlDA,S.A. 

UMOW Y PROMOTOM RWMFXQUEVSS SA DE CY. 
W F Z I J A  HMOBIIlARl& S.L 
PFJUONE.5 BANCOMEq Lk DE C.Y. 
SEGUROS BANCOME!, 5.b DECV, 
SECUROS PROWAL, Ch 
SE.hORTEVlD.4 Y PFh"IOh'4 SA QLDESEGUROS Y WSEG. 

am 1m.Oo iw.lm 
0.w 1w.00 imw 

87.78 12t2 1W.W 
0.00 100.00 loam 
0.00 100.w 100.w 

94.00 6.00 1W.W 
97.15 1.18 99.91 
0.00 100.00 1w.w 

87.50 12.50 1W.W 
33.33 66.67 100.00 
34.W 65.96 100.00 
0.00 n.50 2 5 0  

100.00 0.90 IOaW 
0.00 98.76 98.76 
0.W $5.00 8 i W  
0.00 100.00 100.00 
0.00 73.66 73.66 
0.w 100.00 100.00 
0.00 1lm.w lw.w 

24.99 75.01 100,00 
0.00 1w.w 1w.M) 
0.00 100.00 1w.00 
0.w 1w.w 1w.00 
0.0 1lm.w 1w.00 

1,503 1,622 848 
1247 6.562 4401 
i j &  Sj91 '251 

35,976 7J94 SS5 
4,008 294 164 
006 256 9% 

IsOJ78 114294 98,695 
1,803 8575 1,119 

933 27,127 .1,960 
m i i ,m . i p i  
933 lOJ745 4445 

64 75% 67 
6,880 4280 2,124 
1.746 1.704 51 

73,625 .767 142 
4,988 I00 .592 

11;iW 12;784 -837 
3 4,073 z2 

10,410 19,191 16,dO 
16J86 45,458 25,989 
1,307 1,560 2,750 
33356 7271 2 ~ 1 4  
42]071 5,446 9,616 
6,987 1,569 188 

TOTAL I 

4 3 9  
13,400 
9,605 

110,145 
13,385 
7 3 4  

419,92k 
17,111 
31,643 
10278 
13,306 

4,592 
6,682 

13,071 
3,466 
8,499 
4,635 

53,024 
89,647 
6,008 

41,624 
11294 
8,889 

zopsr 

91,793 

,014,869 

Data taken from the latert hancial mtemene approved as of thc date of preparadon of this annual report, generally relating to200Z. 
h the case of forcign companics, the exchange rate as of the rcfcrcnce date is applied. 
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EXHIBIT IV 
NOTkICATIOX OF ACQUISITION OF IPUTTSTEES 

(ART. 86 OF THE COKI'ORATIONS LAW Ah3 ART. 53 OF SECURITIES MARKET LAW 21/1988) 

Percentage of Ovmcrship 

Nti Percentage 
Adquid(So1d) Percentage at Date of Notification 

Line of Burinas io the Year Year-End to Investee 

Acquisitiw in 2W2 

A W O X ,  SA 
ALEA m T R U C I U R A S .  LA. 
ARGFNrARLAHO~O, SA,; ~ ~ C A V  (1) 
BBV CEhiE M O M A R I O ,  S.A., SIMCAV 
BBV SAN IGNACIO. S.A. 121 
BBVURDANIBM. S:A. 
BBVA 8 PARIN% AL'TERNATIVE PIVES'MENT A.v., s A. 
BOIS& Y M I K A D O S  ESPANOLES SDAD.HOLDING MF.RCAD.Y SKFIN. 
FLUAIRY ECOhtWCE QUW, SA. 
GL4DIUS CONSuLl lN~ S.L. 
hl!iTROVACESA, SA. 
PROYECTOS INDUsnuW C0"NOS. SA DE 

Aquiciuons in 2W3 

A S I S T E "  EN GEVION TRIBIIIARIA, S.A. 
BBVURDANlBL4,S.A. (31 
BBVA MIE INWISIONE5.S.A. S.LM.CA.V 
BEXCARW s INCA V I  s A 
DEWlROUO INMOW0 DE W O T E  SA 
EDIFICACIONES NERYION. S.A 
ELEcTRONlCA BASICA, S.d. 
HISPANO INDONESlA DE PEA, S.A. 
PIiSUR BRLTNETF, SL 

INDUSTRlAL 
SERylCEs 
PORITOUO 
PORTFOIJO 
REAL ESTATE 
REAL KATE 
SEcuRmEs DEALER 
FINANCIAL sERvIm 
SERYICES 
RIAL NATE 
RIAL ETAIT 
PORTFOUO 
REAL N A T E  

SERvlCES 
REhL ESTATE 
PORITOUO 
PORlTOlJO 
REAL ESTATE 

-4.12 
-5.28 

-74.31 
56.67 

47.50 
5.50 
6.16 

10.45 
28.00 
10.00 

-28.28 
50.00 

-75.00 

15.00 
25.00 
4.33 
0.11 
40.80 

9.43 
11.SO 
50.00 
50.M 

9,69 
0.12 
0.00 

56.67 
0.00 

75.M 
70.00 
10.45 
28.00 
36.00 
0.58 

100.00 
0.00 

100.00 
0.00 

61.00 
80.02 
40.80 
60.00 
jO.00 
50.00 
50.00 

12.17.02 
10.15.02 

02.18.02 and 01.17.03 
07.16.02 and 01.17.03 
03.20.02 and 04.16.02 

03.20.02 
01.16.02 
12.16.02 
02.18.02 
01.10.03 
07.17.02 
02.18.02 
04.16.02 

06.11.03 and 10.07.03 
04.10.03 
07.10.03 
11.1203 
03.10.03 
12.10.03 
01.16.04 
09.1L03 
07.10.03 

(1) Company absorbed by BBV CEME M"ii, SA, SlMcAV in b b a  2wl. 
(2) Company a h r t t d  by BBV URDANMA, LA. io h b a  2032. 
(3) Company a h b e d  by BBVA DesarroUos Inmobilia?m, S.I. io December 2003. 
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Translation of a report originally issued in Spanish. in the went of a discrepancy, the Spanish-language version prevails. 

BANCO BILBAO VIZCAYA ARGENTARIA, S.A. 
AND COMPANIES COMPOSING THE BANCO BILBAO VIZCAYA 

ARGENTARIA GROUP 

MAUAGEMENT REPORT 
FOR THE YEAR ENDELI DECEMBER 31,20113 

THE BBVA GROUP 

Banco Bilbao Vicaya Argentaria, S.A. (’the Bank” or 
“BBVA”) is a private-law entity governed by the rules and 
regulations applicable to banks operadng in Spain and is the parent 
company of the finance group which engages in the direct or indirect 
performance of activities, transactions, agreements and services 
relating to banking. The Bank conducts its business through branches 
and offices located throughout Spain and abroad. 

The BBVA Group (“the Group”) is an internationally 
diversifid finance group with a significant presence in traditional 
retail banking, asset management, private banking and wholesale 
banking. 

At the beginning of 2003, BBVA implemented a far-reaching 
reorganization of the management structure, with a view to 
endowing the Group with a more nimble composition and providing 
greater autonomy and decision-makiig capacity to the business 
areas. Under the new organizational structure, the composition of the 
business areas is as follows: 

Retail Banking Spain and Portugal: this area includes the 
Commercial Banking and Corpratc Banking networks in 
Spain, Finanzia-Uno-e and Portugal, as well as the Asset 
Management, Private Banking and European Insurance 
activities. 

Wholesale and Investment Banking: includes the Corporate 
Banking, Institutional Banking and Global Markets and 
Distribution businesses, as well as BBVA Real htate and the 
participations in business projects (except those relating to 
large listed corporations). 

Banking in America: this area includes all banking, pension 
and insurance activities in Latin America, as well as 
International Private Banking. 

Corporate Activities: this area includes the Group’s 
investments in large industrial corporations and in financial 
institutions, the results of support units, such as the ALCO, 
and any other items not allocable to the businesses, such as 
country-risk writedowns and amortization of goodwill. Also, 
for the reasons explained below, this area also includes the 
results of the Group companies located in Argentina and 
Brazil. 

SCFAARIO IN 2003 

The eagerly-awaited recovery of the world economy suffered 
yet another setback at the beginning of 2003 due to continuing 
uncertainties, both those of an economic nature and those caused by 
the geopolitical situation, in particular the conflin in Iraq, prompting 
the Federal Reserve and the European Central Bank to reduce 
interest rates to all-time lows of 1.0% and 2.0%, respectively. The 
outlook improved as the year progressed, with the reduction of 
geopolitical tension, the signs of the recovery in the U.S. economy, 
improved confidence and the upward trend on the stock markets. 
Howeve4 growth in the euro zone was weak, reaching around 0.5% 
of GDP, and was even lower m some of the main economies, such as 
France and Germany, although the prospects for 2004 are more 
promising. In 2003, as in previous years, Spain achieved GDP growth 
which, at over 2%, was higher than the figure for the European 
Union as a whole, although inflation is still running at levels higher 
than the EU average. 

In Latin America, although only a modest recovery in GDP was 
achieved in 2003 (around 1%) following the fall in 2002, the 
outlook for 2004 is good. 2003 was characrerued by pronounced 
falls in interest rates III most countries. In Mexico, where the drop in 
interest rates was particularly sharp, the economy grew at a rate of 
just over I%, due to the delay in the recovery of the U.S. economy, 
although bath inflation and the country-risk spread were down, As 
regards the other main countries in which the Group operates, 2003 
was a good year for Chile, Colombia and Peru, and Argentina 
retumed to growth after four years of recession. In contrast, 
Venezuelan GDP fell again in 2003 as a result of the recent episodes 
of sociopolitical instability. 

The foreign exchange markets were highly volatile in 2003; the 
most notable development in this respect was the substantial 
depreciation of the dollar and of most Lahn-American currencies 
against the euro, as shown in the table below, which details the 
variations recorded in average exchange rates in the last two years. 
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LEG A 1. DOC U M E NTAT IO N 

Exchange Rate Variations 

Avmge Exchange Rate 
Variationr (with respm 

IPercentaed to the OIW~OUS vearl 

2003 2002 
Mexican peso (25.0%) (8.7%) 
Venezuelan bolivar 
Colombian peso 
Chilean peso 
Peruvian new sol 
Argentine peso 
US. dollar 

(39.2%) (41.7%) 
(26.5%) (13.6%) 
(16.1%) (12.9%) 
(15.4%) (5.7%) 
(9.5%) (70.4%) 

(16.4%) (5.3%) 

EARNINGS 

In order to facilitate comparison of the Group's earnings and 
rhe uniform comparison thereof, a consolidated management 
statement of income is presented in which, both for 2002 and in 

2003, for comparison purposes the results obtained in Argentina 
(due to the accounting instability in this country in 2002) and in 
Brazil (due to the sale of BBV Brad to Bradesco in 2003) are 
included by the equity method; howeves this does not give rise to a 
change in the attributable profit. 

Additionally, in the consolidated management statement of 
income (with results in Argentina and Brazil accounted for by the 
equity method), due to the sharp depreciation of the Latin-American 
currencies in 2003 and 2002 which materially affected the average 
exchange rates used to translate to euros the results obtained by the 
Group's subsidiaries in the region in those years, the effect of the 
fluctuations should be considered at constant exchange rates. 
Accordingly, in order to facilitate the interpretation of the Group's 
earnings the comparison of the accounts in the consolidatd 
management statement of income refers to their evolution at constant 
exchange rates (excluding the exchange rate effect) or at current 
rates, i.e. by applying to the income statement items the cumulative 
average exchange rates for each year. 

Consolidated statements Consolidated management 
of income 

Financial revenues 12J37 (27.2) 17,234 12,256 (17.9) (6.9) 15,077 
Financial expenses (6,260) (36.0) (9,784) (6,029) (25.6) (16.2) (8,253) 
Dividends 464 29.6 358 464 30.4 33.3 356 
NET LWREST LVCOME 6,711 (13.7) 7,808 6,691 (6.8) 5.9 7,180 
Net fees 3,263 (11.1) 3,668 3,172 (9.6) 2.7 3,509 
BASIC iMARGIN 10,004 (12.8) 11,476 9,363 (7.7) 4.9 10,689 
Market operations 652 (14.8) 765 599 (6.8) 5.0 642 
GROSS OPEMTLYG LNCOiMF: 10,656 (E9) 12241 10,462 (7.7) 4.9 11,331 
Penonnel expenses (3,263) (11.8) (3,698) (3,177) (8.9) 1.4 (3,489) 
Other adminisuative expenses (1,768) (14.7) (2,074) (1,701) (10.9) 4.1 (1,909) 
GU'EKAL h1)MINLTRATlVI.: EXPENSES (5,031) (12.8) 15,772) (4,878) (9.6) 2.3 (5,398) 
Depreciadon and amortization (511) (19.1) (631) (490) (15.4) (4.2) (579) 
Other operating income and expemes (net) (219) (16.1) (261) (211) (16.1) 2.6 (251) 
NET' OI'ERA'IING INCOME 4,895 (12.1) 5,577 4,883 (4.3) 8.7 5,103 
Net income from companies accounted for 

by the equity method 383 d a  33 385 d a  tda (161) 
Pro memoria: correction for payment of dividends (319) 31.7 (242) (319) 31.7 35.5 (242) 

Amortization of consolidation goodwill (639) (5.9) (679) (639) (5.9) (5.9) (679) 
Net income on Group transactions 553 53.3 361 553 7.5 7.3 515 
Net loan Ims provisions (1,277) (26.8) (1,743) (1,088) (24.7) (14.2) (1,444) 

Net e~aordinary income (loss=) (103) (76.2) (433) (341) 81.7 164.6 (188) 
PRETAX PROFlT 3,612 22.2 3,119 3,763 19.2 35.6 3.119 
Corporate income tax (915) 40.1 (653) (857) 22.8 43.2 (697) 
NET INCOME 2.597 17.5 1,466 2,896 18.1 33.5 2,452 
Minority interests (670) (10.2) (747) (669) (8.6) 9.8 (733) 

-Preferred shares (214) (22.2) (276) (214) (22.2) (22.2) (276) 
-Minority interests (456) (3.2) (471) (455) (0.4) 36.2 (457) 

NET .4ITKIBUTAIILE PROFIT 2.227 2Y.S 1,729 2,227 29.5 42.7 1,719 

(1) Considering the resule from Argentina and Brazil m u n t e d  for by the equity method. 
(') Atconstant exchange rates. 

statements of income (1) 
i millions of Euros) 2003 . %  2002 2003 * % * % (*) 2002 

- - - Net securities writedowns 3 da (100.0) 3 

290 



annual report 2003 241 WA 

Following is the contribution by business area of the 
aforementioned consolidated management statement of income: 

Retail Banking Wholesale and Banking in Corporate 
Spain and Pormgal Invmnnent Banking h e r i m  Activities 

Statmats of income by business mea 2W3 X Var. 2003 X Var. 2003 % Var. Vu, (*) 2M33 X Var. 
NET INTEREST NCOME 3,221 1.0 678 (5.6) 2,790 (17.7) 10.3 
Net fem 

Market operations 

GROSS OPERATIXC INCOW 
Personnel costs 
Other adminisuarive urpenses 

CFATXAL "ISTIMTIYE F,XJ'FASF,S 
Depreciation and amortization 
Other operating income and e x p e s  

NE'I' OPERATING LUUOME 
Net income from companies accounted for 

Amortization of consolidation goodwill 
Net income on Group transactions 
Net loan loss provisions 
Net extraordinary income (loss) and other 

RE-TAX PROFIT 
Corporate income tax 

NET INCOME 
Minority intcress 

BASIC LMARGIN 

by the equity method 

(2.3) 

(3.2) 

(0.1) 
0.4 

(1.4) 
(0.2) 
(7.0) 

(14.8) 
0.7 

d a  . 
da . 
d a  I 

13.6 
d a  . 
(2.2) 
(2.4) 
(2.1) 
(2.0) 

- 
178 (1S.O) 

SS6 (7.7) 
123 da. 

979 6.1 
(205) (3.3) 
(105) (9.9) 
(310) (5.6) 

(9) (19.1) 
(6) 285.5 

654 12.6 

65 216.8 
(2) (56.2) 
32 (63.2) 

(143) 1.2 
38 da. 

644 16.6 
(135) 8.7 
509 18.9 
(41) (10.7) 

1,630 (13.7) 10.9 
4,420 (16.3) 10.5 

196 (29,2) (4.1) 
4,616 (16.9) 9.8 

(1,128) (21.8) 3.6 
(906) (18.8) 7.9 

(2,034) (20.5) 5.5 
(213) (24.7) (1.0) 
(139) (22.5) 4.0 

2J30  (12.1) 1S.8 

72 da. da.  

14 da.  da.  
(495) (28.4) (4.0) 
(292) 50.8 117.0 

1,519 (8.1) 18.7 
(369) (10.0) 18.7 

1,160 (7.9) 18.7 
(445) (15.1) 11.0 

- - - 

2 d a  
(112) 11.9 

236 (27.5) 

126 18.2 
(453) 1.0 

38 (38.8) 

(415) 7.3 
(154) (5.2) 
(23) 18.2 

1166) 0.8 

240 da. 
(637) (5.6) 
508 18.3 
42 da.  

(77) da.  

(3W) (64.1) 
297 (40.8) 

(93) (84.2) 
(102) 27.7 

(110) (49.8) 

NET ATTRIBUTABLE WORT 1,239 (2.1) 468 22.5 715 (2.8) 24.0 (195) (70.6) 
(') At constant exchange ram. 

Net interest income amounted to €6,741 million, with a decline 
of 13.7% year-on-yeat. If the consolidated management statement of 
income is taken into consideration, net interest income was €6,691 
million, a year-on-year increase of 5.9% in constant euros and a 
decline of 6.8% at currat  rates. In the domatic retail market, net 
interest income grew by 1.0% since higher business volumes offset 
the narrowing of spreads. In Mexico increasing business volumes 
offset the sharp fall in interest rates, as a result of which net interest 
income from Banking in America rose by 10.3% at constant 
exchange rates. 

The net fee revenue of €3,263 million (f3,172 million taking 
into account the management statement of income) was 11.1% lower 
than in 2002, although at constant exchange rates it grew by 2.7% 
(in current euros it fell by -9.6%). Net fees from Banking in America 
increased by 10.9%, due especially to the progress made by the 
Mexican business, whereas those from domestic business fell by 
4.8% as a result of the high level of underwriting fees in 2002 and 
the reduction, in year-on-year terms, of mutual funds, despite the 
recovery experienced during the yeac 

Consequently, the basic margin was GlO,OO4 million, a 
12.8% deErease on the 2002 figure. At constant exchange rates, 
taking into account the consolidated management statement of 
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income, the basic margin increased by 4.9% to €9,863 million. 
When the income from market operations, which rose 5% to €599 
million (per the management statement of income, at constant 
exchange rates), is added in, gross operating income amounted to 
€10,462 million, up 4.9% on 2002 (€10,656 million, down 
12.9% on 2002, disregarding the effects of accounting for 
Argentina and Brazil by the equity method and the constant 
exchange rate effect). 

Operating expenses (€5,031 million) were kept in chcdt in 
2003, falling 12.8% (9.6% in current euros with the effect of 
accounting for Argentina and Brazil by the equity method) and 
increasing by 2.3% in constant euros. The growth of these expenses 
in aggregate domestic business was practically zero (with decreases of 
0.2% in Retail Banking and 5.6% in Wholesale Banking) and the 
5.5% increase in Banking in America (excluding Argentina and 
Brazil) in local currencics (4.5% in Mexico) was lower than the 
average rate of inflation for the region. 

The sound performance of revenues and the containment of 
costs led to an improvement in the efficiency ratio, from 47.6% in 
2002 to 46.6% in 2003 (with Argentina and Brazil included by the 
equity method). 
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Net operating income amounted to €4,895 million in 2003, 
with a year-on-year decrease of 12.2%. Excluding the exchange 
rate effect and in accordance with the multiple-step management 
statement of income, net operating income amounted to €4,883 
million, which represents growth of 8.7% in the year (a fall of - 
4.3% in current euros). The distribution by business area is as 
follows: Retail Banking Spain and Portugal increased by 0.7%, 
Wholesale and Investment Banking increased by 12.6% and 
Banking in America increased by 15.8% at constant exchange 
rates. 

Net income from companies accounted for by the equity 
method, which in the aforementioned management statement of 
income includes the income obtained by the Group companies in 
Argentina and Brazil, amounted to e385 million. The year-on-year 
increase in this caption was due, in addition to the improved 
performance of the investees, to the extraordinary adjustments made 
in 2002 (€104 million relating to the final earnings of Repsol and 
BNL in 2001 and e209 million relating to the write-off of U,WS 
licenses by Telefbnica), which were higher than those recorded in 
2003 (e96 million following the publication of the final 2002 
eamings of companies such as Telefbnica and Terra). Also, the 
Group's operating income rose 53.3% to €553 million (7.5% if we 
include Argentina and Brazil by the equity method), including the 
€343 million gain obtained on the sale of the investment in Crtdit 
Lyonnais. 

In 2003 €1,277 million of loan writeoffs were recorded, 
26.8% less than in 2002 due to the exchange rate effect (without 
which they would have fallen by 14.2%) and to the provisions 
recorded in 2002 as a result of the classification of Argentina in 
country-risk Group 5. Amortization of consolidation goodwill 
amounted ro €639 million, 5.9% less than in 2002. Noteworthy in 
this respect, in 2002, was the extraordinary writeoff made at the end 
of the yeah for E129 million, of goodwill relating to investments in 
countries below investment grade and, in 2003, the writeoff, for 
€119 million, of all the goodwill relating to Bradesco and Gas 
Natural. 

Pre-tax profit increased by 22.2% to €3,812 million (19.2% at 
current exchange rates in the management statement of income and 
35.6% at constant rates). The provision for corporate income tax 
rose by 40.1% (22.8% if Argentina and Brazil are accounted for by 
the equity method) and the portion of income r e l a t i  to minority 
interests decreased due to the reduction in the cost of preferred shares 
resulting from the redemption of former issues and the lower interest 
rates of those issued in the year. 

Consequently, net attributable profit in 2003 amounted to 
€2,227 million, with an increase of 29.5% with respect to the 
€1,719 million obtained in 2002 (42.7% at constant exchange 
rates). Also, the income obtained by the Group was 3.8% higher 
(12.1% at constant exchange rates) than the target set by Group 
management for 2003, which was in line with the net attributable 
profit of €2,146 million that would have been obtained in 2002 
had it not been for the extraordinary writeoffs recorded in the 
fourth quarter of the year. ROE was 18.4%, an improvement on 
the 13.7% obtained in 2002 (and on the 17.1% that would have 

been obtained without the aforementioned extraordinary 
writeoffs). 

BALANCE SHEET A h 9  BUSTNTSS ACTIVITY 

The Group's consolidated balance sheets as of December 31, 
2003 and 2002 are as follows: 
Consolidated balance shm 
(Milliom of euros) 

12/31/03 % Var. 12/31/02 
Cash on hand and deposits at central banks 8,110 0.7 8,050 
Due from credit mstiktions 
Total net lending 
Fxed-iime portfolio 
- Govemnt debt securities 
-Debentures and other debt securities 

-Accounted for by the equity method 
-Other invest men^ 

Consolidation gocdwdl 
Property and equipment 
Treasury stock 
Accumulated low at consolidated 

companies 
Other as- 
TWAL ASSETS 
Due m credit institutiom 
On-balm-sheet customer funds 
- Deposip 
-Marketable debt securities 
-Subordinated debt 

Equity securities 

Other liabilihm 
Net irsom 
Minority intemts 
Capital s t d  
Reserves 
TOTAL LIARllITlES AYD E Q W  
Ofhcr " m c r  funds undcr management 

-Mutual funds 
-Pension funds 
-Customer porifolios 
PRO ME!dORIA: 
Average total ass& 
Risk-weighted average ass& 
Average equity 

20,907 (2.7) 
148,827 5.3 
71,881 4.3 
18,945 (4.2) 
52,936 7.? 
9,740 (3.3) 
6,648 (5.9) 
3,092 2.8 
3,707 (12.9) 
3,790 (18.2) 

66 (32.4) 

3,611 ( 1 . 1 )  

182,832 1.3 
141,049 (3.8) 
34,383 24.9 
7,400 14.1 

19,341 0.6 
2,897 17.5 
5,426 (4.4) 
1366 - 

21,476 
141,315 
68,901 
19,768 
49,133 
10,071 
7,064 
3,007 
4,257 
4,634 

98 

3,650 
17,090 

179,542 
56,119 

180,570 
146,560 
27,523 

6,487 
19,221 
2,466 
5,674 
1,566 

13,518 (2.9) 13,926 
287.150 1.7 279,542 
113,075 3.9 108,815 
45,752 5.0 43.582 
40,016 9.4 361563 
27,307 (4.8) 28,670 

279,245 (3.3) 288,712 
166,050 (0.1) 166,163 
12,069 (3.7) 12,531 

As with the income-statement comparison, and as was the 
case in 2002, the inter-year comparison of the Group's balance- 
sheet aggregates was affected in 2003 by the substantial 
depreciation of the American currencies against the euro and, 
accordingly, the explanation of the variations refers either to the 
fluctuation in constant exchange rate terms (disregarding thc 
exchange rate effect) or to that in current exchange rate terms 
(using year-end rates). 

The Group's total assets amounted to €287 billion at 2003 
year-end, 2.7% up on the figure as of December 31,2002, at current 
exchange rates, despite the aforementioned currency depreciation 

292 



annual r e p o r t  2003 243 UWA 

(the increase would be 8.5Y0 at constant rates and 10.7% without 
Argentina and Brazil). Business volume, calculated as the sum of 
lending and total customer funds under management, stood at €449 
billion, a rise of 3.1% with respect to 2002, despite the exchange rate 
fluctuations and the disinvestment in Brazil. Excluding Brazil and 
Argentina, business volume increased by 9.5% at constant exchange 
rates. 

Total gross lending amounted to €153 billion (€149 billion, 
net of the loan loss provision), an incrase of 4.7% with respect to 
2002 yearad,  and 10.1% at constant exchange rates, disregarding 
Argentina and Brazil. These percentages grew steadily from quarter 
to quarter in 2003. Lending to other resident sectors, which 
amounted to over €101.5 billion, proved to be the most dynamic 
component, its year-on-year growth rising throughout 2003 to end 
the year at 13.4%. Particularly noteworthy in this connection were 
the increases in secured loans (+18.4%), whichnow represent 52.4% 
of total lending to other resident sectors, and in financial leases 
(+23.5%). 

Lending to nonresidents fell by 12.6% year-on-year in current 
euros. Thii was due to the disinvestment in Brazil and the 
depreciation of the American currencies, since at constant exchange 
rates and disregarding Brazil and Argentina, this lending increased by 
3.5yo. Lending to nonresidents accounted for 24.5% of the Group’s 
total lending and it should be noted that the investment in below- 
investmentgrade Latin-American countries represented only 4.0% of 
the total as of December 31,2003, compared with 6.22  and 11.6% 
at 2002 and 2001 )Tar-end, respectively. 

The substantial drop in doubtful loans in 2003 (-23.1%) 
combined with the increase in total lending triggered an 
improvement of the Group’s credit quality indicators. Thus, its 
nonperforming loans ratio was 1.74% as of December 31,2003, 
down from 2.37% at 2002 year-end. Disregarding Argentina and 
Brazil, the ratio deches to 1.31% (1.70% at 2002 year-end). The 
nonperforming loans ratio was 0.88% in Retail Banking and 0.66% 
in Wholesale Banking, whereas in Banking in America, following the 
application of corporate classification methods in certain countries, it 
stood at 4.01% at 2003 year-end. The Group’s level of doubtful loan 
coverage was 166.3% (146.8% as of Daember 31,2002), rising to 
201.1% if Argentina and Brazil are excluded (191.1% as of 
December 31,2002). 

Total customer funds managed by the Group amounted to 
€296 billion at 2003 year-end, up 2.3% on the previous year. At 
constant exchange rates and disregarding Argentina and Brazil, the 
year-on-year increase was 9.3%, steady growth having been achieved 
throughout the year (+8.5% in September, +4.9% in June and +1.8% 
in March). 

On-balance-sheet customer funds amounted to €183 billion, 
with a year-on-year increase of 1.3% (8.6% at constant exchange 
rates and excluding Argentina and Brazil). Other-residcnt-senor 
deposits totaled €66 billion, with an increase of 2.6% that was 
concentrated on transactions deposits (most notably savings 
accounts, which rose 13.7% owing to the success of the Libret6n 
campaigns conducted in the year), since the growth of stable 

customer funds focused on mutual funds. Balances due to the public 
sector fell by 12.4% due to the rctircment of the Law Courts account 
in the first quarter. 

Off-balance-sheet funds (mutual funds, pension funds and 
customer portfolios) amounted to €113 billion as of December 31, 
2002, up 3.9% on 2002 year-end in current euros (+10.3% 
excluding Argentina and Brazil and at constant exchange rates). 

In Spain, off-balance-sheet funds increased by 9.7%, boosted 
by the growth in mutual funds, which surged throughout the year to 
reach E37 billion, a year-on-year increase of 11.6%, due in part to 
the success of the new guaranteed funds launched in 2003, in 
particular in the second half of the year. Pension funds totaled €12 
billion, with year-on-year growth of 10.7%, and managed customer 
portfolios stood at €11 billion (up 2.8%). Off-balance-sheet funds in 
other countries were €52 billion, down 2.0% on 2002 due to 
exchange rate fluctuations, without which they would have risen by 
10.2%. Pension funds performed particularly well, growing 8.9% at 
current exchange rates (20.5% at constant rates) to reach €28 
billion. 

BUSLNESS PERFORMANCE 

Following are the most salient features of the performance of 
the BBVA Group’s business areas in 2003: 

Retail Banking Spain atid Portugal 

Throughout 2003 this area steadily stepped up the growth of its 
business, both in terms of lending and customer funds. As of 
December 31,2003, total net lending reflected a year-on-year 
increase of 13.9%, with rises of 18.5% in market mortgages and 
15.0% in companies and businesses. As rcgards customer funds, on- 
balance-sheet payables fell by 1.3% year-on-year due to the reduction 
of the assets sold under repurchase agreements and the retirement of 
the Law Courts account (disregarding these effects, however, 
customer deposits grew by 4.2%). Total customer funds managed by 
the area, calculated as the sum of the deposits and the mutual and 
pension funds, increased by 9.0% in 2003, with growth of 4.6% in 
transactions deposits and 12% in stable funds (basically time 
deposits and funds). 

The increase in business activity was in part due to the ongoing 
launch of innovative products in the various business segments 
(mortgage loans, S.MEs and business, mutual funds, pension funds, 
etc.). This made it possible to offset the effect of the sharp fall in 
interest rates on customer spreads and to achieve a 1.0% increase in 
net interest income with respect to 2002. 

2003 saw a significant tumaround in the trend in fees, which 
experienced growth each quarter from €346 million in the first to 
€409 million in the last, backed by the good performance of card, 
administration and insurance fees, which together achieved a year- 
on-year increase of 10.4%, and by the upturn in fund management 
fees, Despite this upward trend in the year, cumulative fees for 2003 
were down 2.3% on the figure for 2002. 
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Consequently, gross operating income reachcd a level similar to 
that of 2002; howeveq once again in 2003 administrative expenses 
were cut (0.2%), which contributed to the increase in net operating 
income by 0.7% to €2,465 million. 

Net attributable profit in the area amounted to €1,239 million, 
down 2.1% on 2002. 

Wholesale and Investment Banking 

The policy of prudence in the assumption of risk applied in this 
area led to moderate growth in lending in the year (+3.6%). Deposits 
increased by 13.1%. 

An appropriate pricing policy enabled net interest income on 
average Wholesale Banking (Corporate and Institutional Banking) 
assets to remain practically at the same level as in 2002 despite the 
fall in interest rates. 

Gross operating income, the figure that best reflects the trend in 
the area’s revenues, rose 6.1% with respect to 2002, whereas general 
administrative expenses fell by 5.6%. Consequently, there was a 
substantial improvement in the efficiency ratio, which stood at 
31.7% (35.6% in 2002), and net operating income grew by 12.6% 
to €654 million. Loan writedowns remained stable. 

Net attributable profit increased by 22.5% to €468 million. 

Ranking in America 

As far as business volume is concemed, the Group applied 
different policies in different markets, and while total lending 
increased by 4.4% at constant exchange rates (-14.2% at current 
rates), traditional deposit-taking and mutual funds at all the Group’s 
banks in the region increased by 12.5% (-10.3% at current rates). 
These increases in business volume and price management gave rise 
to an increase of 10.3% in net interest income at constant exchange 
rates since they offset the adverse effect on margins of the fall in 
interest rates in some of the main countries in which the Group 
operates, such as Mexico. 

The 10.9% increase in fees and the containment of costs, which 
rose by 5.5% (below the average inflation rate for the region), led to 
a 6.3 percentage-point increase in the recurrence rate (the ratio of 
fm to expenses) to 80.1%. 

Net operating income in this area rose by 15.8% (-12.1% in 
current euros) in year-on-year terms to €2,230 million, and the 
efficiency ratio advanced by two percentage points to finish the year 
at 44.1%. 

Due to the moderate amount of writedowns and the reduced 
relative importance of minority interests resulting from the increase 
of the investment in Bancomq net attributable profit for this area 
totaled €715 million, an increase of 24.0% at constant exchange 
rates (-2.8% at current rates). 

The most significant contribution to the area’s earnings was 
that made by Mexico, where business growth was concentrated on 
the most profitable business lies. Thus, in the lending s a 0 4  which 
grew by 4.8% in year-on-year terms, the most noteworthy increase 
was that of consumer loans and cards at 24.9%, while the traditional 
deposit-taking and mutual funds aggregate increased by 13.7%, and 
current accounts rose by 195%. This, together with price 
management in attracting time deposits, enabled the Bank to 
counteract the effect of the fall in interest rates on margins leading to 
a rise in net interest income of 11.4%. The increase in fees and cost 
containment led to a 9.1 perccntage-point improvement in the 
recurrence rate to 86.2%. As a result, the area achieved a year-on- 
year increase, at constant exchange rates, of 25.4% in net operating 
income (to €1,487 million) and the efficiency rate improved by 3.8 
percentage points to 42.2%. Lastly, net attributable profit increased 
by 24.0% in to €406 million. 

Corponte Accivitics 

In 2003 this business area recorded a net operating loss of 
8466 million, similar to that of the preceding year. Its revenues 
include the dividends received on the investments in large 
industrial corporations and fmancial institutions and the eamings 
obtained from the financial management of the Group and in 
particular from asset and liability management and hedging 
transactions, whereas the administrative expenses include, inter 
alia, those incurred by the central corporate areas and those costs 
which, due to their institutional nature, are not assigned to the 
business areas. 

The “Net Income from Companies Accounted for by the Equity 
Method” caption includes the income relating to the Group 
companies located in Argentina and Brazil, which amounted to €44 
million, and the income from the investments in large industrial 
corporations, The gains obtained on the management of the 
investment portfolio are recorded under the “Market Operations” 
and “Income on Group Transactions” captions. The most notable 
gain in 2003 was that obtained on the sale of the investment in 
Cridit Lyonnais (€343 million). 

The amortization of the goodwill arising from the 
aforementioned investments and from the Group’s investments in its 
Latin American subsidiaries amounted to €637 million. The 
Corporate Activities area also includes other item which, due to 
their nature, are not allocable to the businesses, such as country-risk 
writedowns. Consequently, this area recorded a net attributable loss 
of €195 million, compared with a loss of €665 million in 2002. 

GROUP EQUITY 

As of December 31,2003, the Group’s net worth after the 
distribution of income for the year that will be proposed to the 
Shareholders’ Meeting amounted to €12,410 million (€12,354 
million in 2002). This is unchanged with respect to 2002 (compared 
to a 7% decrease in 2002 with respect to 2001). 
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Eligible equity as defined by the Basel-based Bank for 
International Settlements (BIS) amounted to €21,984 million as of 
December 31,2003 (€20,345 million in 2002), representing a ratio 
of capital to risk-weighted assets of 12.7% and a cushion of G7,057 
million (GS,SS9 million in 2002). l ier  1 or COK capital represented 
8.5% of risk assets, up on the values as of December 31,2002 
(12.5% and 8.4%,respectively). 

CXPlTAL AND TREASURY STOCK 

As of December 31,2003, the Bank’s capital s t d  amounted to 
€1,565,967,501.07 and consisted of 3,195,852,043 registered shares 
of €0.49 par value each, held by 1,158,887 shareholders (1,179,074 
and 1,203,828 shareholders as of December 31,2002 and 2001, 
respectively), none with an ownership interest of more than 5%. 
Resident shareholders owned 55.3% of the total capital stock 
(54.38% in 2002). There were no transactions involving capital 
s t d  in 2003 and, accordingly, as of December 31,2003, the Bank‘s 
capital stock was unchanged from that as of December 31,2002 and 
2001. 

As of December 31,2003, the Bank and consolidated Group 
companies held 7,486,321 shares of BBVA, representing 0.2343% 
of capital stock (10,783,616 and 6,101,296 shares as of December 
31,2002 and 2001, respectively, representing 0.3374% and 
0.19% of capital stock in 2002 and 2001, respectively). The 
variations in 2003 and 2002 in the “Treasury Stok” caption on 
the asset side of the accompanying consolidated balance sheets 
were as follows: 

Millions of Euros 
Balance at December 31,2001 76 
Purchases 4,446 
Sales (4,430) 
Charge to securities revaluation reserve 8 
Other variations 
Balance at Ummber 31,2002 
Purchases 
Sales 
Charge to securities revaluation resetve 
Other variations 
Balance at Uecanher 31,2003 

(2) 
98 

3,767 
(3,998) 

199 
I 

As of December 31,2003, the nonconsolidable subsidiaries 
held 0.0026% of the capital stock issued by the Rank (0.0061 YO in 
2002). 

DISTRIBUTION OF INCOME 

In 2003, the Board of Directors of Banco Bilbao Mtcaya 
Argentaria, S.A. resolved to pay the shareholders three interim 
dividends out of 2003 income, amounting to a total of €0.27 gross 
per share. ‘Ihe aggregate amount of the interim dividends declared as 
of December 31,2003, net of the amount collected and to be 
collected by the consolidable Group companies, was €859,896 
thousand and is recorded under the “Other Assets” caption in the 
related consolidated balance sheet (Note 15). The last of the 

aforementioned interim dividends, which amounts to €0.09 gross per 
share, paid to the shareholders on January 12,2004, and was 
recorded under the “Other Liabilities - Payment Obligations” 
caption in the accompanying consolidated balance sheet as of 
December 31,2003 (Note 15). 

The projccted 2003 accounting statements prepared by Banco 
Bilbao Vicaya Argentaria, S.A. in accordance with legal 
requirements, disclosing the existence of sufficient liquidity for 
distribution of the interim dividends, were as follows: 

Thousands of Ewor 
05/31/03 08/31/03 11/30/03 

Inrerim dividend- Fint Semd %id 
Income at each of the stated dam, 

after the provision for corporate 
income tax 463,187 1,090,843 1,427,397 

Less- 
Interim dividends distributed - (287,627) (575,254) 
Maximum amount of prsiblr 

Propoged amount of interim 
distribution 363,187 803216 852,143 

dividend 287.627 287,627 257,626 

The Bank’s Board of Directors will propose to the Shareholders’ 
Meeting that a final dividend of €0.114 per share be paid out of 
2003 income. Based on the number of shares representing the capital 
stock as of December 31,2003 (Note 23), the final dividend would 
amount to €364,327 thousand and income would be distributed as 
follows: 

Thourands of Euros 
1,460,337 2003 nrt income (Notc 4) 

Allocation to: 
Dividends (Note 2-d) 

-Interim dividend 
-Final dividend 

Voluntary resews 

826,880 
364,327 
233,130 

Notwithstanding the above, at its meeting on February 3, 
2004, at which these consolidated financial statements were 
prepared, the Board of Directors of BBVA resolved, inter alia, to 
increase capital by a nominal amount of €95,550,000 through the 
issuance of 195,000,000 ordinary shares of e0.49 par value each, 
of the same class and series, traded by the book-entry trading 
system. Article 161.1 of the Spanish Corporations Law provides for 
the possibility of the capital increase not being fully subscribed 
(Note 32). 

The new shares will entitle their owners to share in any 
distribution of dividends paid after the capital increase is registered in 
Iberclear’s accounting records, and in assets in the event of 
liquidation. As regards the dividend to be paid out of 2003 income, 
holders of the new shares will only be entitled to receive the amount 
of any final dividend, if any, that the Shareholders’ Meeting resolves 
[o declare, if the shares are issued prior to the date of this 
Shareholders’ Meeting. If the capital increase has been subscribed 
and paid as of the date of the Shareholders’ Meting, the proposed 
distribution of income shown above will be adjusted on the basis of 
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the new shares issued so that the amount earmarked for dividends is 
increased by the amount necessary for the final 2003 dividend on all 
the shares issued and subscribed to be €0.114 per share, and that 
amount, up to a limit of €22,230 thousand, will be subtracted from 
the amount initially assigned to *Voluntary Reserves., as shown in 
the foregoing table, based on the maximum number of shares shown 
above. 

RISK MAiiAGEMENT 

The Risk function in the Group 

The BBVA Group considers that risk management is a basic 
component of its competitive advantage, and in order to achieve 
this objective devotes the required effort and resources to ensure 
that the variety of risks incurred by the Group in the course of its 
business activities are duly identified, measured, valued and 
managed. The management and control of market risk at the BBVA 
Group involva the participation of several bodies at different levels 
of the entity, each of which has its own specific functions. Firstly, in 
accordance with the Basel Committee’s recommendations, the 
Board of Directors is responsible for monitoring and supervising 
risk management. This is accomplished through the Standing 
Committee, to which the Board delegates its main functions and 
powers in this area. The most noteworthy of these functions is that 
of approving and evaluating the suitability of the limits, policies 
and procedures used to manage risk. Secondly, the periodical risk 
management analysis and monitoring that must be performed at 
the BBVA Group, together with the increasing complexity of 
handling risk at financial institutions, explain the existence of a 
committee, the Lending Committee, specifically devoted to that 
task. 

To manage risk appropriately, the Group has an advanced risk 
management model whose main purpose k to build a risk profile 
which, on the one hand, enables strategic objectives to be achieved 
and value to be created for shareholders, and, on the othet, assures 
the Group’s solvent): The simultaneous pursuit of these two 
objectives requires credit, market and operational risk to be prccisely 
managed and integrated in such a way as to advance beyond the view 
of them as separate, non-interacting comparaents. In addition, it 
implies the use of appropriate structures and the implementation of 
new developments in the form of decision-making support tools 
(ratings, scorings, etc.) or new corporate risk measurement systems, 
in which the Group has made significant progress in 2003, also 
bearing in mind the future regulatory framework that will govern 
financial institutions (Basel 11). Accordingly, the Group’s final 
objective is to ensure that the risk profile is in line with its strategic 
objectives and commensurate with the returns expected by 
shareholders. 

Credit risk managemenr- 

h h t i n n  of credit risk exposure irnd qudity 

In 2003 the BBVA Group’s overall credit risk exposure 
increased by 1.9% to €321 billion at year-end. 

Exposure: 320,716 millions of euros 

Customer lending (48% of the total) and credit lines drawable 
by third parties (16%) increased by 3.8% and 5.5%, respectively, in 
the yea4 whereas potential exposure m credit risk in market 
operations (31% of the total) and contingent liabilities (5%) 
decreased by 0.4% and 9.8%, respectively. 

The bulk of the exposure to customers is in Retail Banking 
Spain and Portugal, which accounn for 59% of the total (53% in 
2002), followed by Wholesale and Investment Banking (25%, the 
same percentage as in 2002). The exposure to Lath-American 
countries declined from 20% to l6%, 12% of which was 
concentrated in investment-graderated countries. The main reason 
for this decrease was the depreciation of most of the Latin-American 
currencies, including most notably the Mexican peso (-19.8%) and 
the Venezuelan bolivar (-24.1%) and, to a lesser degree, the 
divestment in Brazil. 

OTC financial instrument credit risk exposure to countcrpartics 
is measured in terms of the daily market value of the positions 
arranged plus an estimate of the maximum possible increase in the 
value of the security through maturity. The equivalent maximum 
credit risk exposure to counterparties was C14,669 million as of 
December 31,2003, down 24.9% on 2002. This reduction of the 
risk is due largely to the intense growth of OTC financial instrument 
collateralization agreements. 

296 



annual report 2003 247 DDVA 

Muket risk management- 

The purpose of the market risk management and measurement 
model currently in place at the BBVA Group is to measure both 
general market riik and specific riiks, for which the Group employs 
the Value-at-W (VaR) methodology, using the parametric model 
based on the covariance matri ,  calculated with a confidence level of 
99% and a time horizon of one day. This approximation assumes 
that market price performance follows a normal statistical 
distribution that is a function of the past and furnishes, as the final 
result, the maximum loss that can occur in the positions in question 
with a given probability. This is supplemented by specific simulations 
to measure the market risk arising from exotic products or those with 
optional features, for which the model's assumptions are usually not 
valid. Another cornerstone of the BBVA Group's market risk 
management model is the limit structure, which is composed of an 
overall VaR limit for each business unit, supplemented by a series of 
specific limits by desk, l i e  of activity, and type of risk or product. 

J F M A M J J A S O N D  
2003 

4mt 

The average risk in the Group's market areas in 2003, in VaR 
terms, with a confidence level of 99% and a time horizon of one day, 
was €21,985 thousand, with a maximum and minimum of €28,587 
thousand and €14,138 thousand, respectively, and a median of 
€22,766 thousand. The maximum levels were recorded in July, 
coinciding with a period of increased volatility in the Mexican 
market. Compared to 2002, there was a reduction both in the 
average level of risk and, in particular, in the dispersion thereof, as a 
result of active risk management. Considering a time horizon of ten 
days, as recammended by the Basel (h-n"mttee, the estimated 
average loss in the year with a confidence level of 99% was €69,524 
thousand. 

The main riik in the Group is interest rate risk (76% of the 
total at year-end), which includes both systematic risk and the 
specific risk tied to the spreads that are applied to the market curve 
for the various corporate issuers based on their creditworthiness. 
Rankmg far below interest rate risk are Vega risk and correlation risk 
tied to options and structured products, which represent 8% and 7% 
of the total, respectively, and stock market and currency risk, which 
a m u n t  for 4% each. It should be noted that currency risk relates to 
the operating exchange positions of the Group's market areas. 

With regard to the distribution of the Group's risk by 
geographical area, most of the Group's total market risk relates to 
banking in Europe and the U.S. (basically BBVA's investment 
banking), while the Group's Latin-American banks together represent 
39.7% of the total in annual average terms. Within Latin America, 
the risk is concentrated in Mexico, which accounts for 28.7% of the 
total. 

The average level assumed with respect to the limits is presented 
as the percentage level assumed by the Group's main business units. 
The average level assumed with respect to the limits authorized by 
the Standing Committee for 2003 was 41%. 

'Ihe graph below represents the back-testing carried out for the 
Group's aggregate risk in 2003, which consisted of comparing for 
each day the results of the revaluation of the positions with the level 
of risk estimated by the model, and confirms the correct functioning 
of the risk management model used by the BBVA Group. The same 
conclusion is drawn from the comparisons performed for other 
representative levels lower than Group aggregate risk. 
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Structural interest risk- 

Structural interm risk is defined as an entity's exposure to 
variations in market interm rates, derived from mismatches in rhe 
maturity and repricing dates (depending on whether the related 
instruments are tied to a fixed or floating rate, respectively) of the 
entity's assets and liabilities, including derivatives. 

Structural interest risk depends on the nature of the various 
balance-sheet aggregates and on the variations in the market. Special 
aKentiOn should be paid to early repayments of mortgage loans and 

the treatment of accounts without explicit maturities (current and 
savings accounts). Rollovers and increases in the various balance- 
sheet aggregates are also relevant, as are the interest rates on these 
aggregates. At BBVA the assumptions relating to these variables are 
reviewed annually on the basis of studies of their historical 
performance. 

The gap table below shows the breakdown as of 2003 year-end, 
by maturity or repricing date (depending on whether the items are 
tied to a fixed or floating rate, respectively), of the sensitive net worth 
aggregates in the balance sheet, which are grouped by market type. 

Matrix of maturities or repriang dam in the eonsolidated balance sheet, ex-Treasury 
(Thousands of Euros) 
ASSETS Balanee 1 to 6 Months 6 to 12 Months 1 to 3 Y w s  3 to 10 Years Over 10 Ycars 
Money market 12,563,175 12,116,524 341,359 76,829 28,353 110 
Lending 94,887,628 49,513,364 25,910,703 9,937,187 7,250,992 2,275,382 
kurities pordolio 26,502,346 3,422,397 3,802,108 10,406,853 6,030,794 2,840,194 
Other sensitive asses -24,652,826 -21,065,090 -2.207.450 -155,556 -553,910 -670,820 
Total msitivc assctr 109,300,323 43,Y87,1YS 27,816,i20 20,265,313 12,75622Y 4444,86b 

LL4BILrnE.s 
Money market 6,527,462 5,876,972 127,420 102,172 270,965 149,933 
Deposits 74,455,928 36,504,015 2,003,945 3,691,926 32&5,956 86 
Securihes 22,449,872 8,463,243 493,203 2,082,926 8,628,678 2,781,822 
Total scnsitive liabilities 103,433,262 50,844,230 2,624,568 5.677,023 41,155,5139 2,931,541 

OS-BALANCE-SHEET GAF5 5,867,061 4,857,035 25,222,152 14,368,190 -28.399,370 1,513,025 
OFFF-HAI,ANC%SHH3' GAPS -862,650 -12,937,605 -1?6,4S1 3, IS 1,037 Y,0$9.Y.i 1 -37,5iZ 
TOTAL GAPS 5,004,411 -19,794,640 25,095671 17,539,327 -19,309,419 1,475,473 

(* )  Ex-Treasury 

298 

.. .. . . 



annual report 2003 249 BOVA 

In general terms, levels of risk were reduced in 2003, both for 
BBVA and for the other entities comprising the Group. 

Liquidity risk- 

Liquidity risk arises from the difficulty in resorting to the 
financial markets in order to meet payment obligations. Each of the 
main BBVA Group entities establishes contingency liquidity plans 
detailing the actions and procedures to be followed in an emergency, 
together with the responsibilities of each of the areas involved in the 
management and control of liquidity risk. The purpose of these 
contingency plans is to facilitate good management coordination, 
and they include precise information that ensures rapid decision- 
making in the event of a crisis. 

In 2003 BBVA launched issues amounting to €15,231 million, 
obtaining an average financing period of almost four years. 

Strtictural exchange rate risk- 

An entity’s structural exchange rate risk refers to the potential 
losses on the value of structural positions arising from variations in 
exchange rates. 

BBVA’s exposure to structural exchange rate risk arises mainly 
from the investments held by it through its investees, since these 
assets are denominated in currencies other than those in which they 
are financed. 

74% of the total exchange risk is concentrated in the Mexican 
peso, the Venezuelan bolivar and the Brazilian real. Several hedging 
transactions were arranged during the year to reduce the exposure to 
losses, thus considerably mitigating the impact of possible 
depreciations. 

Operational risk- 

Intemally we define operational risk as that which is neither 
credit nor market risk. This definition embraces the one proposed by 
the Basel Committee on Banking Supervision (that which can give 
rise to losses as a result of human err04 inadequate or defective 
internal processes, systems failures or external causes), in addition to 
other risks such as strategic or business risk and regulatory risk. The 
last of these risks would impact the Group in the event of regulatory 
changes affecting the income statement or our capacity to generate 
business. 

2003 was a year of considerable activity in the operational risk 
area, in which the Group continued to deploy, throughout the 
organization, its three basic tools created in-house (Ev-Ro, T ~ Q ~ s V U R  
and SIRO), as the main vehicles for identifying, measuring, 
evaluating and controlling risks of this kind. At BBVA we know that 
proper management of operational risk encourages the creation of 
value for our shareholders. On the one hand, it improves the income 
statement by mitigating the risks that might give r i i  to losses or loss 
of profits and, on the other, it enables us to reduce our regulatory 

capital to the minimum level possible under the new Basel 
regulations. 

RESEARCH AND DEVELOPMF,NT 

As in previous years, in 2003 the Group regarded technology as 
one of the driving forces of the Group’s modemization and the 
transformation of its business model to a more customerantered 
approach. In this connection, various projects were undertaken in 
2003, including most notably the following: 

* The Group, through its Research, Development and 
Innovation Unit, set up a Technology Innovation Community 
to adapt new technologies to the challenges of the Spanish 
fmancial services industry in the coming years. 

n e  Personal Finance Services Plan, a new individual banking 
model launched in 2002, was completed. 

In Latin America, the Group continued to implement an 
information management lnfrastructure plan involving the 
establishment of a single network and a common platform for 
the whole area. 

* Lastly, a new integral price management tool was implemented 
in Spain. This tool will use new technology to bring together, 
in single database, all the existing information from various 
sources relating to market prices, linked to the data of the 
various business areas and applications. 

In the field of intemal processes, further headway was made in 
adapting the information systems to meet the requirements of the 
New Basel Capital Accord with a view to implementing the new 
intemational accounting standards in the European banking industry. 
Simultaneously, work is progressing on an ambitious project that 
aims to restructure the Management Information System to harness 
its full potential and is based on five basic pillars: legal information, 
risk measurement and control, product managemcnt, service quality 
indicators and measurement of results. This wiU give rise to a flexible 
and consistent information structure which will enable the Group to 
respond actively to market information demands at all times. 

ENVIRONMENTAL INFORMATION 

The Group considers that environmental matters are also of 
particular importance to the financial services industry, where 
environmental care and improvement should be considered a long- 
term investment. Accordingly, in 2003, the Group formulated an 
integral Environmental Policy that reflects its commitment to the 
environment and to the efficient use of natural resources in all areas 
of its business activity, in line with its social responsibility and its 
membership of the United Nations’ World Agreement on Corporate 
Social Responsibility. This policy comprises seven lines of action: 

Rip4 quality and efficiency in all matters relating to direct 
environmental impact and the use of natural resources. 
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Use of environmental criteria in analyzing financial transaction 
risk. In this connection, BBVA is developing an environmental 
impact assessment methodology for use in its analysis of 
financial risks, particularly in the financing of large investment 
projects that have a substantial environmental content, such as 
public works, energy facilities, urban infrastructure and 
telecommunications. This methodology can also be used in the 
analysis of requests for financing from all types of companies 
(its features include, most notably, environmmtally-centered 
rating tools). 

Financing and advisory services relating to customers’ 
conservation and environmental improvement projects. 

A positive influence on suppliers’ environmental behavior. 

Support for environmental initiatives in society 

Encouragement of good environmental practices in employees’ 
behavior at the workplace. 

Boosting innovative environmental initiatives put forward by 
employees under the Innova Program. 

In this context, the Group has set high environmental standards 
in work space construction and adapration and in the management 
of its property, as evidenced by the fact that it has obtained five IS0 
14001 environmental quality certificates, a total which it expects to 
add to in 2004. 

As of December 31,2003,2002 and 2001, there were no items 
in the accompanying consolidated financial statements of the Group 
that should be included in the separate environmental information 
document envisaged in the Ministry of Economy Order dated 
October 8,2001. 

OUTLOOK 

Following the uncertainties marking the economic scenario in 
recent years, everything now points to the commencement of a new 
period of recovery in the world economy which, at present, appears 
to be spearheaded by the United States. In fact, since the summer, 
growth expectations for the U.S. have been revised upwards and the 
U.S. economy is expected to grow by 4% in 2004. 

The recovery of the euro zone would seem to have been 
confirmed. After a sccond quarter of negative growth, GDP in the 
euro zone grew by 0.4% in the third quartet Also, the indicators 
point to continued growth in the future. In fact, growth estimates for 
the euro zone signal 1.7% growth in 2004. 

Recovery is also becoming apparent in the case of Latin 
America, which has experimd falls in sovereign debt spreads, 
particularly significant in the case of Mexico and Chile; the 
widespread recovery of the stock markets; the retum of foreign 
investment; and the improve” of growth expectations for the 
region in 2004. 

In view of this new scenario, the BBVA Group can face the 
future with optimism, for several reasons: 

Firstly, because in times of considerable uncertainty it has been 
capable of consolidating, as a result of a risk and productivity 
oriented management approach, a sound competitive position in 
terms of net worth solvency, asset quality, profitabiliry and 
commercial productivity. 

Secondly, because BBVA has a dear growth strategy for each of 
the three business areas, characterized by innovation and 
anticipation. The 2003 results evidence the success of this strategy 

Lastly, because BBVA has been able to position itself in markets 
and businesses with strong potential for growth which, undoubtdy, 
will be boosted by the economic recovery mentioned above. 

The strategy for 2004, therefore, clearly focuses on growth. 
Profitable growth that will generate shareholder value and will 
enable the BBVA Group to remain, in terms of profitability, efficiency 
and EPS growth, one of the leading European banks. 

EVEhTS SUBSEQUENT TO DECEMBER 31,2003 

At its meeting on February 3,2004, at which these consolidated 
financial statements were prepared, the Board of Direnors of BBVA 
resolved, inter alia, to increase capital by a nominal amount of 
€95,550,000, through the issuance of 195,000,000 ordinary shares 
of 60.49 par value each, of the same class and series, traded by the 
book-entry trading system. The aforementioned capital increase, 
which involved the disapplication of preemptive subscription rights, 
is being performed under the powers granted by the Shareholders’ 
Meeting on March 9,2002, in accordance with the stipulations of 
Article 153.1.b) of the Spanish Corporations Law. Article 161.1 of 
the Spanish Corporations Law expressly provides for the possibility 
of the capital increase not being fully subscribed. 

In accordance with the stipulations of Article 159.2. of the 
Spanish Corporations Law, the issue price will be the reasonable 
value of the shares, which in the case of listed companies is taken to 
be the market price. 

The capital increase will be aimed exclusively at Spanish and 
foreign institutional investors through a placement method known as 
Accderuted Bookbuilt Ofering (ABO) led by an investment bank. 
For general interest reasons, and in order to enable the shares to be 
placed among institutional investors using the aforementioned 
procedure, the powers granted by the Shareholders’ Meeting on 
,March 9,2002, are being exercised and the BBVA shareholders’ and 
convertible debenture holders’ have no preemptive subscription 
rights. 

The new shares will entitle their owners to share in any 
distribution of dividends paid after the capital increase is registered in 
Ibercleat’s accounting records, and in assets in the event of 
liquidation. As regards the dividend to be paid out of 2003 income, 
holders of the new shares will only be entitled to rmive the amount 
of any final dividend, if any, that the Shareholders’ Meeting resolves 
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to declare, if the shares ate issued prior to the date of this 
Shareholders’ Metring (Note 5). 

This capital increase is part of a global operation to attract 
funds to strengthen the Group’s equity structure and enable it to 
undertake its expansionary projects, in particular the tender offer for 
all the shares of Grupo Financier0 BBVA BANCOMER, S.A. de C.V., 
as resolved at the Board meeting that took place on January 30, 
2004, ensure the normal growth of its current business and maintain 
its solvency above the levels stipulated by Bank of Spain regulations 
(Note 2-e). 

The aforementioned tender offer for all the shares of G r u p  
Financier0 BBVA BANCOMER, S.A. de C.Y. that the BBVA Group 
does not already own was launched in order to increase the 
shareholding in this company. 

As of the date of preparation of these consolidated financial 
statements, the BBVA Group owned 5,512,708,648 shares of 
BANCOMER representing 59.4% of its capital stock (Note 4). The 
offer approved by the Board of Directors is for all the sharcs not 
currently owned by BBVA, ix. 3,763,898,174 BANCOIMER shares 
representing 40.6% of its capital stodt. 
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SUPPLEMENTARY I N FORM AT ION 

FINANCIAL STATEMENTS OF THE MAIN GROUP COMPANIES (I) 
BANKS IN SPAIN AND OTHER EUROPEAN COUNTRIES 

BALANCE SHE 
(MILLIONS OF EUROS) 

Cash on hand and deposits at central banks 
Due from credit entities 
Total net lending 
Fixed-income portfolio 
Equities portfolio 
Other assets 

Due to credit entities 
On-balance-sheet customer funds 

Deposits 
Marketable debt securities 
Subordinated debt 

Other liabilities 
Net profit for the year 
Capital stock and reserves 
TOTAL LIABIL~IES AND E W I ~  

31-12-03 

2,360 
19,563 
110,880 
43,213 
13,790 
14,508 
2W.315 

BBVA 

1,671 
19,663 
100,687 
36,222 
15,127 
14,789 
188,160 

31-12-02 . %  

41.2 

(0.5) 
10.1 
19.3 
(8.8) 
(1.9) 
8.6 

53,929 47,029 14.7 
125,492 116,923 7.3 
101,419 98,473 3.0 
13,630 8,714 56.4 
10,442 9,736 7.3 
14,930 14,215 5.0 
1,460 1,207 21.0 
8,502 8,786 (3.2) 

264,3?5 188,160 8.6 

Banm de Credit0 Local 

37 20 84.6 
21 4 80 169.0 

7,924 7,789 1.7 
3,038 3,706 (18.0) 

1 1 (5.9) 
214 197 8.8 

11,429 11,793 (3.1) 

31-12-03 31-12-02 . % 

4,173 5,396 (22.7) 
6,665 5,841 14.1 
4,403 5,812 (24.2) 
2,262 29 n.m. 

263 235 12.1 
58 49 18.3 
269 272 (1.0) 

11,429 11,793 (3.1) 

ME STATE 
NS OF EUROS] 

BBVA Banco de Credito Local 
2003 2002 . %  2003 2002 . % 

3,617 4,188 (13.6) 93 88 6.7 
Net fee income 1 n.m. 

95 88 7.8 
Net trading income 366 363 1.0 5 3 62.6 

ORDINARY REVENU 5,216 5,808 (10.2) 100 91 9.7 
General administrative expenses (2,676) (2,625) 1.9 (6) (12) (49.2) 
Depreciation and amortization expense (248) (258) (4.0) (1) (1) (33.7) 
Other operating income and expenses (71) (73) (2.6) 1 1 5.6 

2,221 2,852 (22.1) 94 79 18.8 
Net loan loss provisions (548) (632) (13.2) (1) (3) (76.0) 
Other net income'll 89 (989) n.m. (4) - n.m. 

PRE-TAX PROFIT 1,762 1,231 43.1 89 76 16.7 
Corporate income tax (302) (24) n.m. (31) (27) 14.0 

T PROFIT 207 21.0 58 49 18.3 
(1) Net ircome accounted lor by rhe eqully melhod. net securities wrkedowns and net emordinary income 
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Finanzia 
31-12-03 31-12-02 

4 
50 51 

1,865 1,840 

87 
23 

4 &Y$? 2027 

1,867 
5 

-1 

6 
49 
12 
94 

2,027 

Una-e Bank 
. %  31-12-03 31-12-02 . X 

(94.5) 19 23 (18.1) 
(0.9) 414 1,238 (66.6) 
1.4 456 1 n.m. 

235 - n.m. 
45 93.8 
37 (36.7) 

; I g Q  >," "&2.5 

1,804 3.5 
18 (70.4) 
12 n.m. 

6 -  
59 (17.7) 
15 (25.3) 
81 16.9 

y! &&,.8 252 

3 1 334.6 
49 56 (12.0) 

1,175 1,319 (10.9) 

133 6 n.m. 

915 1,213 (24.6) 
915 1,213 (24.6) 

16 19 (12.6) 
(5) (24) (79.2) 

117 105 10.1 
1,175 1,319 (10.9) 

" 

Finanzia Una-e Bank 
. %  

n.m. 

n.m. 

n.m. 
n.m. 

name': v: 

(10.4) 
(31.6) 
n.m. 

n.m. 

n.m. 

25.1 

(80.2) 
(81 -9) 

49.2) 

31-12-03 
37 

268 
2,563 

84 
38 

285 
3,276 

1,328 
1,653 
1,584 

69 
92 

(2) 
204 

EBVA Portugal Banc lntemacional d' Andorra 

48 (21.7) 58 83 (30.5) 
315 (14.8) 1,504 1,789 (15.9) 

2,348 9.2 724 632 14.6 
87 (3.7) 49 73 (32.4) 
43 (9.8) 60 77 (21.7) 

317 (10.2) 128 143 (10.3) 
3,157 3.8 2,524 2,797 (9.8) 

1,152 15.3 131 241 (45.9) 
1,647 0.4 1,986 2,150 (7.7) 
1,573 0.7 1,986 2,150 (7.7) 

31-12-02 . X 31-12-03 31-12-02 . % 

5 n.m. 
69 
95 (3.6) 55 47 18.0 
6 n.m. 71 94 (24.4) 

257 (20.4) 282 265 6.4 

BBVA Portugal Banc lntemacional d' Andorra 
2003 2002 * x 2003 2002 . X 

53 56 .6) 31 35 (9.9) 
26 3.5 78 91 (14.9) 27 

81 82 (2.0) 110 126 (13.5) 
2 9 (77.2) 10 10 3.6 

83 91 (9.3) 36 ' (12.3) 
(61 1 (60) 1.0 (31) (31) (0.6) 
(5) (51 (5.6) (6) (6) 2.2 
(1 ) (1) 13.6 - 12.6 

1s (36.4) 83 99 (16.7) 
(9) (12) (21.0) 1 n.m. 
(7) (6) 24.5 (12) (6) 63.6 

(1 1 7 n.m. 71 
(2) (2) 12.6 

(3) 5 n.m. 71 (24.4) 
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SUPPLEMENTARY I N FORM AT ION 

FINANCIAL STATEMENTS OF THE MAIN GROUP COMPANIES (11) 
BANKS IN AMERICA':' 

MEXICO 
BBVA Bancomer Banking Group 

(Millions of pesos) 
31-12-03 31-12-02 . % 

Cash on hand and deposits at central banks 55,237 44,947 22.9 

Due from credit entities 106,013 95,542 11.0 
Total net lending 170,374 158,098 7.8 
Securities portfolio 319,466 295,362 8.2 
Other assets 52,800 55,970 (5.7) 
TO+Z~SETS 703,890 649,920 8.3 

Due from credit entities 
On-balance-sheet customer funds 

Deposits 
Marketable debt securities 
Subordinated debt 

Other liabilities 
Net profit for the year 
Capital stock and reserves 

' TOTAL LIABILITIES ~hib ioirirv, ' 

155,280 
451,292 
440,179 

11,113 
44,554 
7,220 

45,545 

703,890 

129,590 
441,054 
430,453 

10,602 
34,094 
6,305 

38,877 

649,920 

ARGENTINA 
BBVA Banco Frances (consolidated) 

(Millions of pesos) 

1,658 1,373 20.7 
504 368 36.8 

8,158 8,943 (8.8) 
3,869 3,248 19.1 
1,923 2,285 (15.9) 

16,111 16,218 (0.7) 

31-12-03 31-12-02 . X 

19.8 3,918 4,439 (11.7) 

2.3 8,455 7,585 11.5 
2.3 8,030 6,892 16.5 

1 45 (97.3) 
4.8 424 648 (34.6) 

30.7 1,989 2,134 (6.8) 
14.5 (276) (1,242) (77.8) 
17.2 2,026 3,302 (38.6) 

8.3 16,111 16,218 (0.7) 

CHILE 
BBVA Chile 

(Billions of pesos) 

49 49 1.8 

13 4 231.1 
2,315 1,941 19.2 

519 600 (13.4) 
405 429 (5.5) 

'5.362 3,022 9.3 

31-12-03 31-12-02 , X 

393 272 44.3 
2,515 2,419 4.0 
2,064 1,890 9.2 

451 528 (14.6) 
129 75 70.7 
27 20 33.9 

239 236 1.2 
3.302 3,022 9.3 

BBVA Bancomer Banking Group BBVA Banco Frances (consolidated) BBVA Chile 
(Millions of pesos) (Millions of pesos) (Billions of pesos) 

2O03 2w2 . %  2003 2002 . n 2003 2002 . X  

NET INTEREST INCOME 21,665 19,329 12.1 153 893 (82.9) 95 86 10.6 
17 36.1 Net fee income 10,167 8,498 19.6 212 211 0.5 23 

CORE REVENUES 31,832 21,827 14.4 364 1,104 (67.0) 
Net trading income 1,128 926 21.9 157 (59) n.m. 

lNARY REVENUES 32,960 28.753 14.6 125 112 11.7 
General administrative expenses (14,130) (13,517) 4.5 (411) (480) (14.2) (59) (55) 7.4 

Depreciation and amortization expense (1,412) (1,392) 1.4 (97) (129) (25.2) (12) (12) 2.1 

ERATING PROFIT 15,177 12,557 20.9 (13) 410 n.m. 53 45 19.1 

Net loan loss provisions (4,904) (3,969) 23.6 (240) (739) (67.5) (25) (22) 16.8 
Other net incomem (481) 166 n.m. 60 (912) n.m. 2 (2) n.m. 

Other operating income and expense et) (2,241) (1,286) 74.3 (27) (25) 5.1 

9,792 8,755 11.8 
(2,572) (2,450) 5.0 (82) (2) n.m. 

7 2  6,305 14 27 20 33.9 
(1) Local flnanclal stale"$ presented in a uniform format. 
(2) Net Income accounted for by the equity method. ne1 securllles wrltedowns and net enr i ry income. BsUS 



annual report 2003 257 OWA 

COLOMBIA 
BBVA Banco Ganadero 

(Billions of pesos) 

330 339 (2.8) 
103 68 52.3 

3,109 2,824 10.1 

31-12-03 31-12-02 , % 

2.444 1,407 73.6 
619 674 (8.2) 

PERU 
BBVA Banco Continental 

(Millions of new sols) 

2,662 3,197 (16.7) 
371 682 ' (45.7) 

5,871 5,594 5.0 

31-12-03 31-12-02 . % 

3,258 2,169 50.2 
513 513 

id' 5,312 24.3 , 12,674 12,154 4.3 

PUERTO RlCO 
BBVA Pueno Rico 
(Millions of USD) 

24 19 27.7 
289 193 49.9 

2,743 2,686 2.1 
1,870 2,003 (6.6) 
288 210 36.8 

31-12-03 31-12-02 . X 

VENEZUELA 
BBVA Banco Provincial 

(Billions of bolivars) 
31-12-03 31-12-02 . % 

841 644 30.5 
2,103 666 215.7 
1,407 1,541 (8.7) 
1,185 630 88.0 
429 276 55.1 

5,213 5.110 2.0 &;SM 3,757 58.7 

1,197 717 66.9 
4,444 3,686 20.6 
4,444 3,686 20.6 

1 (97.7) 
428 392 9.2 
58 (17) n.m. 
477 533 (10.5) 
6;w4 '5,312 24.3 

596 501 19.0 1,191 790 50.7 
10,235 9,863 3.8 3,440 3,859 (10.8) 
10,177 9,527 6.8 2,503 2,634 (5.0) 

176 161 9.2 
58 336 (82.7) 762 1,064 (28.4) 
668 753 (11.3) 122 111 10.2 
173 108 60.7 39 39 1.3 

1,002 930 7.8 421 312 35.2 

12,674 12!154 4.3 ~ 5,213 5,110 2.0 
-*A-,y*>': :-. 

77 79 (3.1) 
4,753 2,801 69.7 
4,459 2,564 73.9 

5 n.m. 

294 232 26.7 
406 335 21.4 
302 176 71.6 
426 366 16.2 

5,964 .3,75i, 58,~ 

BBVA Banm Ganadem BBVA Banco Continental BBVA Puerto Rico BBVA Banco Provincial 
(Billions of pesos) Fllllions of new sols) (Millions of USD) (Blllions of bolivars) 

2003 2002 . % 2003 2002 . % 2003 2002 % 2003 2002 . %  

519 485 6. 164 158 3.7 
231 223 3.3 19 19 3.3 

508 451 11.1 183 177 3.6 761 651 16.9 
9 (25) n.m. 73 55 34.3 1 10 (86.0) 26 45 (42.2) 

18s 0 4 787 696 13.1 
(360) (331) 8.8 (96) (98) (2.4) (369) (326) 12.9 

(66) (61) 8.8 (43) (49) (12.9) (7) (7) (4.9) (14) (23) (38.3) 
(25) (24) 7.0 (14) (18) (20.5) (15) (12) 24.8 

116 55 366 11,l 81 81 335 16.3 
(8) (14) (205) (59.0) (24) (30) (22.0) (74) (58.7) 

(67) (21) 222.4 (67.0) (50) (80) (37.6) 

255 140 82.4 18.1 310 2 70.2 
(13) (11) 22.3 (82) (32) 155.3 (1 7) (9) 87.7 (8) 6) 30.6 

58 173 108 60'7 39 39 1.3 302 176 71.6 
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5 UP P L E M E N TA RY I N FO RM AT IO N 

FINANCIAL STATEMENTS OF THE MAIN GROUP COMPANIES (111) 
PENSION FUND MANAGEMENT COMPANIES IN AMERICAiiJ 

MEXICO CHILE ARGENTINA 
Afore Bancomer AFP Provida Consolidar AFJP 

(Millions of pesos) (Billions of pesos) (Millions of pesos) 
2003 2002 . x  2003 2002 . %  2003 2002 % 

A S S E X ~ ~ ~ E R M A N A G E M E N T  s,w 69,810 22.1 ' ^  ~ 9,242, +< 7335 ~ 16.5 ,L .6,% 7,873 20.5 

2 kl 4.8 54 62 1 
2. 14 5.2 55 63 (12.4) 

64 67 14. 134 171 (21.5) 

OPERATING PROFIT ! I," . 1,424 1,415,$ 0.6 30 34', (13.6) 25 72 (65.3) 

36 37 142) 

947 909 4.1 32 34 (5.9) 
(1) Local flnanclal statements presented In a uniform format 
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Consolidated time series 
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S U P P L E M E N TA RY I N FO RM AT IO N 

Consolidated time series 

ENTS 

N E I  INTEREST INCOME 
Net fee income 

2003 2002 2001 2000 1999 1998 1997 1996 

6,741 7,808 8,824 6,995 5,760 5,516 4,701 3,680 
3,263 3,668 4,038 3,369 2,707 2,341 1,673 1,087 

CORE REVENUES 10,004 11,476 12,862 10,364 8,467 7,857 6,374 4,767 
652 765 490 779 641 517 699 406 

ORDINARY REVENUES 10.656 12,241 13,352 11,143 9,108 8,374 7,073 5,173 
General administrative expenses (5,031) (5,772) (6,725) (5,937) (4,976) (4,638) (3,888) (2,884) 
Depreciation and amortization (511) (631) (742) (653) (502) (458) (382) (314) 
Other operating income and expenses (219) (261) (286) (177) (173) (158) (107) (101) 

OPERATING PROFIT 4,895 5.577 5,599 4,376 3,451 3,120 2,696 1,874 
Net income from companies accounted ethod 383 33 393 589 238 220 193 157 
Amortization of goodwill (639) (679) (623) (665) (697) (782) (480) (112) 
Net income from Group transactions 553 361 954 1,307 923 1,032 420 136 

Net loan loss provisions (1,277) (1,743) (1,919) (973) (750) (1,015) (472) (499) 

Net securities writedowns 3 (43) (7l 6 (5) 9 (13) 
Net extraordinary income (loss) (103) (433) (727) (751) (275) (196) (357) (327) 

P 3,812 3,119 3,634 3,876 2,902 2,374 2,009 
Corporate income tax (915) (653) (625) (962) (734) (589) (512) (253) 

NET PROFIT 2,897 2,466 3,009 2,914 2,168 1,785 1,497 963 
Minority interests (670) (747) (646) (682) (422) (361) (332) (152) 

NET AlTRIBLITABCE PROFIT 2,227 1,719 2,363 2,23 
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BALAN 
(MILLIONS 

31-12-03 31-12-02 31-12-01 31-12-00 31-12-99 31-12-98 31-12-97 31-12-96 

Cash on hand and deposits at central banks 8,110 8,050 9,240 7.198 8,035 4,434 2,898 2,052 
Due from credit entities 

Fixed-income securities portfolio 
Government debt securities 

* Debentures and other debt securities 
Equity securities portfolio 
Consolidation goodwill 
Property and equipment 

On-balance-sheet customer funds 
Deposits 
Marketable debt securities 
Subordinated debt 

Other liabilities 
Net profit for the year 
Minority interests 
Capital stock and reserves 
TOTAL LIABILITIES AND EQUITY 

ADDITIONAL INFORMATION 

Dividends (millions of euros) 

20,907 21,476 23,199 
148,827 141,315 150,220 
71,881 68,901 81,816 

18,945 19,768 20,165 
52,936 49.1 33 61,651 
9,740 10,071 11,430 

3,707 4,257 4,617 
3,790 4,634 6,172 

20,188 20,838 22,552 
287,150 279,542 309,246 

61,570 56,119 64,588 

182,832 180,570 199,486 
141,049 146,560 166,499 
34,383 27,523 25,376 
7,400 6.487 7,611 

19,341 19,221 20,634 
2,897 2,466 3.009 
5,426 5,674 6,394 

15,084 15,492 15,135 

287,150 27x542 ,%9,246 

2003 2002 2001 

1,224 1,109 1,222 

35,334 38,018 41,784 53,638 44,781 
137,467 113,607 99,907 89.796 76,214 
72,624 46,238 33,170 29,461 29,160 

14,735 12,027 10,542 13,206 16,101 
57,889 34.21 1 22,628 16,255 13,059 
11,661 10,188 7,742 6,324 4,929 
4,075 1,990 1,182 1,042 908 
5,969 4,857 4,730 5.001 4,706 

21,817 15,233 9,962 8,285 6,578 
296,145 238,166 202,911 196,445 169,328 

68,284 68,607 58,748 60,149 52,309 

185.718 134,934 119,941 116,155 100,491 
154,146 105,077 99,351 97,350 84,278 
26,460 31,552 17,562 15,643 13,539 

5,112 3,305 3,028 3,162 2,674 
17,951 11,876 9,795 7,674 5,795 
2,914 2,168 1,785 1,497 963 
6,304 5,333 3,951 2,876 1,815 

14,974 10,248 8,691 8,094 7,955 
296,145 238,166 202,91 

2wM 1999 1998 1997 1996 

1,123 854 699 596 509 

Appropriation to reserves (millions of euros) 1,003 610 1,141 1,109 892 

Number of shareholders (in thousands) 1,159 1,179 1,204 1,300 1,268 
Number of shares (in millions)(’’ 
StaR 

3,196 3,196 3,196 3,196 2,931 
86,197 93,093 98,588 108,082 88,556 

Spain 31,095 31,737 31,686 33,733 37,052 

Abroad 55,102 61,356 66,902 74,349 51,504 
Branches 6,924 7,504 7,988 8,946 7,491 

9 Spain 3,371 3.414 3,620 3,864 4,336 
Abroad 3,553 4,090 4,368 5,082 3,155 

(1) The data for Vlepsm fmm 1896 fo lSD0 wre mualculatsd based m tho sham exchangs rauo (5 BBV s h a m  for 3 Argentaria sharns) 

725 

1,338 
2,861 

86,349 

37,847 
48,502 

7,226 

4,495 
2,731 

569 

671 
2,846 

80,913 

39,365 
41,548 
6,518 

4,505 
2,013 

302 

786 
2,839 

60,586 

40,441 
20,145 
5,556 

4.584 
972 

31 0 

. . . . . - . . . .. . .. . -. - .. . . - . .. 



ODVA 262 annual repo r t  2003 

S U P P L E M E N TA RY i N FO RM AT IO N 

BBVA Group ofice network// Spain 

RILRAQ 
Gran Vla, 1 
48001 BILBAO 
TEL.: 944 875555 
FAX 944 876161 

MADRID 
PASEO DE LA 
CASTELLANA. 81 
28046 MADRID 
TEL.: 913 746000 
FAX: 913 746202 

PASEO DE 
RECOLETOS. 10 
28001 MADRID 
TEL.: 915 377000 
FAX: 915 377855 

CATALONIA 
GENERAL 
M A N A G ~ M ~ N ~  
Plaza Cataluna, 5 - 
3' planta 
08002 Barcelona 
Tel.: 934 043818 
Fax: 934 043883 

RLICANTE-MURCIA 
Rambla MBndez 
NUnez, 42 - 1' planta 
03002 Alicante 
Tel.: 965 208871 
Fax: 963 880042 

A R A G ~ N .  
N AVA R R A - 
LA RIOJA 
Manuel Lasala, 42 
50006 Laragoza 
Tel.: 976 717600 
Fax: 976 563955 

BALEARIC ISLANDS- 
GIRONA-LLEIDA- 
TARRAGON A 
Plaza Catalufta, 5 - 
6' planta 
08002 Barcelona 
Tel.: 934 014500 
Fax: 934 014555 

BARCELONA 
Plaza CataluAa, 5 - 
5' planta 
08002 Barcelona 
Tel.: 934 014500 
Fax: 934 014555 

BASQUE COUNTRY 
Gran Vla, 12 
48001 Bilbao 
Tel.: 944 876000 
Fax: 944 875241 

CANARY ISLANDS 
Albareda. 6 - 5' planta 
35008 Las Palmas 
Tel.: 928 451500 
Fax: 928 271411 

CASTILLA .LEON 
Duque de la Victoria, 12 
(Ed. Anexo) 
47001 Valladolid 
Tel.: 983 421000 
Fax: 983 421257 

EAST ANDALUSIA 
Calk Hilera. 45 
29007 MBlaga 
Tel.: 952 075202 
Fax: 952 075280 

GALlClA ASTtlRlAS 
Cantdn Pequeno, 18-21 - 
2' planta 
15003 A Coruna 
Tel.: 981 188500 
Fax: 981 188630 

MADRlD 
Alcald, 16 - 6' planta 
28014 Madrld 
Tel.: 9t3 748424 
Fax: 915 315249 

MANCHA- 
EXTREMADURA 
Nueva, 6 - 2' planta 
45001 Toledo 
Tel.: 925 287495 
Fax: 925 287460 

VAL ENC I A - 
CASTELL6N 
PI. Ayuntamiento, 9 - 
3' planta 
46002 Valencla 
Tal.: 963 880000 
Fax: 963 880042 

WEST ANDALWIA 
Avda. de la Palmera, 
61-63 - 2' planta 
41013 Sevilla 
Tel.: 954 559000 
Fax: 954 612666 

BANCO 
DE CREDIT0 L.0CAI 
Plaza Santa Barbara, 2 
28004 Madrid 
Tel.: 915 376599 
Fax: 915 376519 

BBVA FlNANZlA 
Julian Camarillo, 4C 
28037 Madrid 
Tel.: 913 743916 
Fax: 913 743076 

U N 0 . E  BANK 
Julian Camarillo. 4C 
28037 Madrid 
Tel.: 914 536100 
Fax: 914 536101 
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S U P P L E M EN TA RY I N FORM AT1 0 N 

BBVA Group office network /.. Abroad 

BELGIUM 
ERUSSEI S 
Avenue des Arts. 43 
8-1040 Bruxelles 
Tel.: 322/5123262 
Fax: 322/5129318 

CAYMAN ISLANDS 
GRAND CAVMAN 
PO. Box 1115 
Eliibahan %pare. 4th FI. 
Georgetown 
Grand Cayman 
Tel.: 1345/9497790 
Fax: 1345/9499086 

CHINA 
HONG KONG 
63/F - 02 Central Plaza 
18 Harbour Road 
Wanchai, Hong Kong 
Tel.: 852/25823111 
Fax: 852/28244868 

FRANCE 
PARIS 
29 Avenue de LIOpdra 
75017 Paris CEDEX 01 
Tel.: 331/44868300 
Fax: 331/44868488 

GREAT BRITAIN 
LQND#N 
108 Cannon Street 
LondonEC4N6EU 
Tel.: 44207/6233060 
Fax: 44207/9294718 

ITALY 
MILAN 
Ma Clno del Duca, 8 
20122 Mllamr 
Tel.: 39021762961 
Fax: 3902n6296266 

PUERTO RICO 
M N  JUAN 
Torre BBVA. piso 3 
254 Ave. MuAoz Rivera 
San Juan, PR 00918 
Tel.: 1707/7772200 
Fax: 17alil772217 

us. 
MIAMI 
One Biscayne Tower 
2 South Biscayne Blvd.. 
suite 3301 
Miami FL 33131 
Tel.: 1305/3717544 
Fax: 1305/5774811 

NEW YOHK 
1345 Av. of the 
Americas, 45th FI. 
New York NY 10105 
Tel.: 1212/7281500 
Fax: 1212/3332906 

BELGIUM 
BRUSSELS 
43 Avenue des Arts 
8-1040 Bruxelles 
Tel.: 322/2892790 
Fax: 322l2892791 

BRAZIL 
RIO OF JANEIHD 
Avda. Rio Branco. 1 
Sala. 709 Centro 
20090 - 003 Rio de 
Janelm 
Tel.: 5521/2031282 
Fax: 5521/2339741 

SA0 PAUL0 
Rua Campos Bicudo. 98 

Jardim Europa 
04536-010 Sao Paub 
Tel.: 55111370935W 
Fax: 551 1137093506 

15' - cj 152 

CHILE 
SANTIAGO 
DE CHILE 
Av. Pedm de Valdivla. 
100, piso 14 
Torre Pmvida 
Providencia 
Santiago de Chile 
Tel.: 562/2314199 
Fax: 562/2344918 

CHINA 
BEIJING 
BBVA Room 508, Tower 1 
Bright China Chang 
An Building 
No 7 Jiangwmen 
Nei Avenue 
Dongcheng District 
Beijing 100005 
Tel.: 8610/65123838 
Fax: 8610/65239154 

COLOMBIA 
SAN IA FE 
DE BOGOTA 
Edificio Teleport 
Calle 114, n"901. Tom 4 
piso 7, Oficina 710 
Santa Fe de BogotB D.C. 
Tel.: 57116291717 
Fax: 57116291742 

CUBA 
LA HABANA 
5# Avenida 4M5 el42 y 44 
Miramar - La Habana 
Tel.: 537/240600 
Fax: 5371249279 

GERMANY 
F HAM KI. UR-I 
Bettinastrawe. 62 
60325 FrankfurtlMain 
Tel.: 4969/74381000 
Fax: 4969/7432791 

INDONESIA 
YAKARTA 
Suite 1704-BRl II 
Building 
HI. Jend. Sudirman 
Fav. 44-46 
Jakarta 10210 
Tel.: 6221/5735006 
Fax: 6221/5735009 

IRAN 
-1 t HkRAN 
4th. Floor, No 33 Sepid 
Buildlng. 16th street 
Shahid Ahmad 
Ghasir Ave. 
Teheran 15148 
Tel.: 98/21-8501489 
Fax: 98/21 -8734395 

JAPAN 
TOKYO 
Fukoku Seimei Bldg. 
12th floor 
2-2-2 Uchisaiwal-cho 
Chiyoda-ku 

Tel.: 813/35011076 
Fax: 813/35970249 

(100 - 0011 Tokyo) 
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MEXICO 
MEXICO F.D. 
Rub& Darlo, 281. 
piso 21 
Col. Bosgues de 
Chapultepec, 
Delegacidn Miguel 
Hidalgo 
11580 MBxico D.F. 
Tel.: 525/2807608 
Fax: 52512807497 

PERU 
LIMA 
Av. de las Begonias, 

San lsldm 
Lima 27 
Tel.: 51112217107 
Fax: 51 1 /2218008 

441-451, OfC. 225-226 

RUSSIA 
MOSCOW 
Bolshoy Gnezdnlkovsky 
Pereulok 1/2; 5th Floor 
103 009 Moscow 
Tel.: 7095fl972415 
Fax: 709~n972413 

VENEZUELA 
CARACAS 
Torre Hener piso 5, 
Oficina 5B - El Rosa1 
Avda. Guaicaipuro 
c/c Mohdano 
1060 Caracas, 
Venezuela 
Tel.: 58212/9511658 
Fax: 58212/9517763 

ANDORRA 
BANC 
I ~ T ~ R ~ A ~ I ~ ~ A L  

BANCA MORA 
Avenida Meritxel, 96 
Andorra 
Tel.: 376/8&(488 
Fax: 376/88445$ 

D'ANDORRA- 

ARGENTINA 
UBVA BANCO 
FRANCES 
Rivadavia. 49 
D.R 1002 Buenos Aires 
Tel.: 5411/43464000 
Fax: 5411143345616 

CHANNEL ISLANDS 
BBVA PRIVANZA 
BANK (JERSEY) LTD. 
2 Mulcalster Str. St  Heliw 
Jersey JE4 4WP 
(Channel Islands) 
Tel.: 44/1534/511200 
Fax: 44/1534/511201 

CHILE 
BBVA CHILE 
Pedro Valdivia, 100 
Providencia 
Santiago de Chile 
Tel.: 562/6791000 
Fax: 562/6791350 

COLOMBIA 
BBVA BANCO 
GANAUEKO 
Carrera Novena, no 72- 
21, piso 5' 
Apdo. 538511859 
Santa Fe de Bogota 
Tel.: 57113124666 
Fax: 57113214653 

GIBRALTAR 
BBVA PRIVANZA 
INTERNATIONAL 
(GIBRALTAR) LTD. 
260-262 Main Street 
Gibraltar 
Tel.: 9567/79420 
Fax: 9567/73870 

MEXICO 
BBVA BAMCOMkH 
Avda. Universidad, 12M) 
Colonia Xoco 
CP 03339 Mdxico D.F. 
Tel.: 525/55-6213434 
Fax: 525/55-6212905 

PANAMA 
BBVA PANAMA 
Av. Balboa esq. 
Calles 42 y 43 
Apdo. 8673 Panamd, 5 
RepOblica de Panama 
Tel.: 507/2271122 
Fax: 507/2253744 

PARAGUAY 
BBVA PARAGUAY 
Yegros 435 y 25 de Mayo 
Asuncidn 
Tel.: 59521/492072 
Fax: 59521/448103 

PERU 
BBVA 
CONTINENTAL 
Avda. Republica de 
Panama. 3055 - 3065 
San lsidro Lima 27 
Tel.: 511/2110006 
Fax: 51112112463 

PORTUGAL 
BBVA PORI UGAL 
Avda. da Liberdade, 222 
1Mo-148 Llsboa 
Tel.: 35121/3117200 
Fax: 35121131 17500 

PUERTO RICO 
BBVA PUERTO RICO 
Torre BBVA, pis0 15 
254 Ave. Mulloz Rivera 
San Juan, PR 00918 
Tel.: 1787/7772000 
Fax: 1787/274-5488 

SWITZERLAND 
BBVA SUlZA (SUI%) 
Zaltweg, 63 
Postfach 8021 
8023 ZOrlch 
Tel.: 411/2659511 
Fax: 411/2519014 

URUGUAY 
BBVA BANCO 
URtJGUAY 
25 de Mayo, 401 
esquina Zabala 
11 WO Montevideo 
Tel.: 598/29161444 
Fax: 598/29165131 

VENEZUELA 
BBVA BANCO 
PROVINCIAL 
Centm Financier0 
Provincial 
Avda. Este 0. 
San Eemardino 
1011 Caracas 
Tel.: 58212/5045111 
Fax: 58212/5041765 
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Banco Bilbao Vizcaya Argentaria, S.A. was incorporated as a result of the merger of Banco 
Bilbao Vizcaya, S.A. and Argentaria, Caja Postal y Banco Hipotecario, S.A., pursuant to the public 
deed dated January 25, 2000, executed in the presence of the Bilbao notary ]os& Maria Arriola 
Arana, under number 149 of his protocol, and registered at the Vizcaya Mercantile Registry on 
January 28, 2000, in volume 3,858, sheet 1, section 8, page B l - l 7 - A ,  entry no. 1,035. 

Banco Bilbao Vizcaya Argentaria is registered in the Bank of Spain‘s Special Banks and Bankers 
Register under number 182 and i ts  taxpayer identification number is A-48265169. 

The  Bank’s registered office is a t  Plaza de Sara Nicolis, 4, Bilbao (Vizcaya) where public 
information about the Company can be consulted. The  Company’s bylaws can be examined at the 
Vizcaya Mercantile Registry. 

Banco Bilbao Vizcaya Argentaria is  a member of the Deposit Guarantee Fund. 

INVESTOR RELATIONS 

. Paseo de la Castellana, 81 - 23rd floor 
28046 MADRID 
Tel.: 91 537 53 12 
Fax: 91 537 85 12 
e-mail: inversores@grupobbva.com 

. 1345 Av. of the Americas, 45th floor 
NEW YORK N Y  10105 
Tel.: (1 212) 728 16 60 
Fax: (1 212) 333 29 05 
e-mail: julissa.bonfante@bbvany.com 

The 2003 Annual Report is available in full at the following Internet address: 

http://www.bbva.com 
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Total assets 
Total lending (gross) 
On-balance-sheet customer funds 
Other customer funds managed 
Total customer funds managed 
Shareholders' funds (including profit for the year) 

ME STATEMEM (million cur&) 
Net interest income 
Core revenucs 
Ordinarv revenues 
Operating profit 
Pre-tax profit 
Net attributable profit 

304,639 
157,221 
192,740 
11 8,500 
311,240 
15,094 

271,830 
144,168 
178,825 
105,925 
204,750 
12.385 

12.1 
9.1 
7.8 
11.9 
9.3 
21.9 

1,684 1,650 2.1 
2,508 2,456 2.1 
2,672 2,653 0.7 
1,279 1,217 5.2 
1.067 892 19.6 
667 51 4 29.9 

ER SHARE PITALttAYl 
Share price 
Market capitalization (million euros) 
Net attributable profit 
Book value 
PER (Pricelearnings ratio; times)'i1 
P/BV (Pricelbook value ratio; times) 

. .  

Operating profit/ATA 
ROE (Net attributable profit /Average equity] 
ROA (Net protit/Average total assets) 
RORWA (Net profit/Risk weighted average assets) 
EfficienCy ratio 
NPL ratio (Nonperforming assets/Total risks) 
NPL coveragc ratio 

CAPITAL ADEQUACY RATIOS (BE, regulations] (%) 
Total 
Core capital 
TIER I 

OTHER INFORMATION 
Number of shares (million) 
Number of shareholders 
Number of  employees 

Spain 
America 12) 

Rest ot the world 

Spain 
America 
Rest of the world 

Number of branches 

10.77 
36.51 9 
0.20 
4.45 
14.6 
2.4 

1.75 
20.3 
1.04 
1.76 
46.0 
1.23 
209.8 

.1 
5.7 
8.0 

3,391 
1 ,I 50,391 

85,695 
31,017 
52,678 
2,000 
6,943 
3,380 
3.370 
193 

7.63 41.2 
24,384 49.8 
0.1 6 25.1 
3.88 14.9 
10.9 
2.0 

1.81 
16.9 
1.02 
1.72 
47.1 
1.78 
167.5 

3.1 96 
1 ,I 89,260 
88.960 
31.588 
55,331 
2,041 
7,027 
3.41 5 
3,410 
2 02 

N.B.: Non-auditd data. Conrolidatcd statcmcntr follow gcncrally acccptcd acmunting principlcs of  Bank of  Spain Circular 4/91 and later Circulars. 

(1) I h t  1Q04 PER is calculatcd taking into consideration the mtdian of  thc analysts' estimate$ (April 2004). 
(21 lncludirig those relating 10 the BUVA Group's banking and pension fund managcincnt aclivitics irl all the Latin-Anlcrican rouiitries iii which it is prermt. 
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Ecoiioniic indicators in the first quarrcr of 2004 point to 
a continuation of rhe trends presrrit a t  thr closing months 
of 2003 with a slower than expei.tcd recovery in the 

wcirld's cconoinic activity. Growth iii the US aiid Asia is 
clearly higher than iu the European Union. Thc ELI is 
wcighcd down by consumer weakness in countries such as 

Francc and Gcrinany although Spaiii continues to 
perform better than averagc and bcttcr than the curo zone 
as a whole. Latin America shows signs of recovery and in 
2004 it could iichirvr growth more in accordancc with irs 
potcncial. Thc Federal Ikserve aiid thc khropcaii Ceiitral 
Bank kept ititeresrs rates on hold at 1.0% and 2.0%, 
respectively. 

In the securities markets increased uncertainty caused by 
thc terrorist attacks in hladrid 011 11 th March was 
ovcrcome relatively quickly and thc niain stock cxcliaiiges 
recovercd tlicir upwards trend. Currency inarkcts 
continued to he unstablc. 'I'hc euro climbed from 52.26 &it 

the cnd of 2003 to $1.29 and later fell in M d i  to Sl.12. 
'I'hc rnajority of 1,atin American currcncics appreciated 
against the euro during the quarter. IIowever, the): 
remained significxntly below tlic Icvcls in March 2003. 

The table on  the next page shows the exchange rates a t  

3 I - M d ) 4  (used to coiivert the halansc sbcct and 
business activity figures to euros). It also shows the 
averagc oxchanpe rate in the first quarter (used to convcrt 
the income statement from local curretisy to euros). The 
Mcxican peso has the greatest effect on the Group's 
financial statcnicnts and deprc&tioii was 13.8% by the 
end of the period and 15.4% in average terms. As usual, 
the ycar-on-year pcrccntagc variation ;it constatit 
exchange rates is incloded. This is rhc result of applying 

the exchange rates of the first quarter 2004 to the figures 
from thr first quarter of 2003. This is done in ordrr to 
facilitatc a comparison hctwccn the differeiit lincs of the 
income ~ t~ i t emen t  by eliniinatiiig the depreciation in 
cxchange ratcs. These figures are referred to bclow where 
rclcvant. l,ikcwisc, rcmarks regarding biisincss activity 
also iiiclude variations calculated at consrant exchange 
ratcs. 'I"hcsc arc calculated by applying the cxcliangc ratcs 
at 3 1 -h4ar-04 to the figures at 3 l-Mar-03. 

In view of thc progressive nornia1is:ition of tlic Financial 
situation in Argentina, this quarterly report solely considers 
chc consolidated public ac~oiint. Fiirrhcrmorc, the business 

figurcs and rrsults ot' Group suhsidiarics in Argciiciiia arc 
(xice again rcpurtcd ;IS part of the Aniericiis Area. It should 
be remembered that in  previous pcriods, nianagt.nient 
accounts w r c  givcii with .4rgenrina's results carried by the 
cquity method and in  thc hrcakdown by business area it 
was incliided under Chrpotate Activities. This was done to 
ranow the effect uf accounting instability in Argentina 
from the Group's fiiiancial staternents. 

'I'hc most rclcvsnr. aspcccs of thc IMVA Group in thc first 
quarter of 2004 are suinmarisrd hclow: 

Attributable net income rose to 667 million euros 
with a n  incre;ise of 29.Y% over rhe 514 inillion curm 
obtained in the first quarter of 2003. At constant 

exchange rates this increase \viis 35.0%. This level of 
quarterly income is tlic highcst in tlic last two years. 

Earnings pcr sharc incrcascd hy 2.5.1 % while return 
011 equity iniprovcd to 20.3'!& compared r o  16.9% in 
the first qiiarrer of 200.3. k m r n  on m c t s  increased ro 
1.04% * 

............................... +2g 9% .................................. 
t 

667 20.3 

'"y ,& , 
IpM 
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BBVA Group in the first quarter of 2004 

@PERATING PR 
&lUlDN EURW 

............................... +5 2% .................................. 
v . 1.279 

Operating profit came to 1,279 million euros and for 
the first time in recent years this is greater at current 
exchange rates than thc sanic quartcr of the previous 
year (up by 5.2%). It is also grratcr than thc other 
quartcrs of 2003. At constant exchange rates it grew 
by 12.5%, including 15.0% in the aggrcgxtc of the 
domestic business (Retail Banking, Wholesale 13aiikiii~ 
atid Corporate Ac'tivitics) a n d  9.7% in the Amcricas. 
Excluding net trxiirig itiscinie, the most recurrent part 
of operating profit grew 9.3o/u iit current exchange 
rates and 17.8?'0 at constmt rates. 

The increase in operating profit carried over to net 
attributable income. The iimrmediate irems on the 
income statcnicnt had a neutral cffcct and the net 
amount was similar to the first quarter of 2003. In the 
first quarter of 2003 net iticonic trom companies 
carricd by the equity method was lowrr following 
rwatcmcnt of 2002 profits by certain companies in 
whish the Bank holds an intcrcst. Therefore in thc 
latest quarter, this income together with that of Group 

x . '  

CHANGE RAT 

Mexican peso 

End o f  period Exchange Rates 

E on 

13.6640 (1 3.8) 
31-03-04 31-03-03 

Argentine peso 3.51 13 (7.41 

Chilean peso 753.58 5.7 
Colombian peso 3,278.69 (1.61 

Peruvian new sol 4.2295 (10.5) 

Venezuelan bolivar 2.341.92 (25.6) 
US. dollar 1.2224 (10.9) 

(11 Exxcsscd 11 currcncvlcuro 

transactions (the sale nf Kanco Atlinticn and Direct 
Scguros, vcrsiis the ( i d i t  Lyonnais operatiori in 
2003) recorded an increase. On the othcr hand, 
corporate tax increased. Sinnllcr minority interests in 
Bancomer and the lower cost of preterred stock, led to 
an additional insrcast: in attributable nct itisoinc. 

Like operxing profit, other earning:, figures on the 
income statement also reflect positive year-on-year 
variations at current cxchangc ratcs. At constant 
rxchatige rates net interest income increased try 9.0%, 
corc revenues by 9.0% and ordinary rcwiucs by 7.3%. 

'Thc increasc in rccurrcnt carnings is supportcd hy 
activity which continues to accelerate quarter by 
quarter. Thus, in Retail Banking in Spain and Portugal 
the year-on-year rate of incrcase in lending rose to 
16.396 a t  31-Afar-04, compared to 13.9% at the end 
of 2003. "[.he sum of dcposits, mutual and pension 
funds rose hy '10.9% (10.5% on average balances 
against 7.4% in 13eccmber 2003). In the Americas, 
lending (excluding the old mortgage portfolio at 
Banconitsr and NP1.r) grrw 10.2% in local currency 
(6.8% i n  December 200.;) and traditional tund- 
gathering including rcpos placed through the brani-h 
network and mutual funds, recorded an increase of 
0.7% (7.4% in I>eccmbcr). Thc significant incrcaw in 

astiviry in rhe cur0 zone and in rhc Americas 
iompensatcd the effect of the desline in iurcrcst rates 
since the first quarter of 2003. Therefore the 
year-on-year increase in net interest income was 2. I '% 
at current cxshangc ratcs and 9.0'% at constant ratcs. 

Net fee iticoinc incrc;iscd 2.3% at current rates and 
9.1%) at cotistaiit rites with scilid growth in all 
business arcas. This included 7.8"/;, in Retail Kanking 
-a signifisarir turnaround idowing  the dcslinc 

AVe'asyE:c~a"e Rat:: - -~~~ 
8% on Wo on 

31 -1 2-03 1 a04 1 Q03 

3.8 13.71 76 (1 5.4) 

5.9 3.641 5 (6.31 

(0.7) 735.29 7.6 
7.0 3,378.38 @.6) 

(1 3.7) 2.227.1 7 (19.1) 

3.6 4.3353 (13.7) 

3.3 1.2487 [14.1) 
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recorded in 200.3. 14.7% in Wholesale Banking and 
12.7% in the Americas (13.5% in Mexico). 

Furthermore costs continued to he contained, falling 
1.7% at currcnt cxchaiipr raws and increasing 4.1 % 
at constant rates. A s  a result, the cosdinconie ratio 
improved by riiore thau 1 point to 46.0% compared 
to 47.1 (YO in tbc first quarter of 200.3. This confirtns 
that BBVA is one of the most rffizirnr large financial 
entities in the euro zonc. 

Kcrail Kankiiig in Spain and I’ortugal continues to 
broaden activity through the branch network in terms 
of lending and customcr funds. ‘This hclpcd nct 
interest incomr. to grow by 2.1 YO dcspitc thc dcclinc in 
interest rates. Net fee income also increased by 7.8% 
and this, together with cost coutrol. Icd to ;1 further 
itnprovernent in the cosdincoine ratio, which stands at  
44.1% (45.5% in the first quarter of 2003) and 
year-on-year insrcascs of 8.1 ‘26 iii operating profit and 
12.7’X1 iii attributable net inconic. 

Wholesalc and lnvestrncnr Ikinking generatcd high 
operating profits in the quarter. This is similar to thr 
firsr qtiartrr of last yrar and 17.4% highrr than the 
2003 quarterly average. Artcntioti is drawn to the trcnd 
in net fee income which grew 14.7% year-on-year. 

The Americas Area (including Argentina) was ~ l s o  
hclped by price inanagcnicnt and grcatcr growth in 
lendinl: and CuStoiner funds. Net interest income 
increased 7.7% at conmiit evchangc rates and this, 
rogether with the strength of nct fce income ( u p  by 
12.7y0), helped operaring profit to grow 9.7%. Thus, 
with the lower provisioning rcquirctl and the smaller 
minority interests, attrihutablc net income grew 
54.2‘26 (35.7% at currcnt excharipc ratcs). 

The picture in Mcxico was particularly positive with 
an increase of 7.9% in net interest incomr calculated 
at constant exchange rates, despitr the decline in 
intcrcst ratcs. Notc that in thc first quarter of 200.3 
interest rates were at the highrst levrl for the year. 
Operaring profit also grew bv 18.Y% and net income 
by 20.8%. Lower minority interests incant that 
attributable net iricornc grew by 61 .h%. Actkit! 
continued to grow strongly cspecially in tlic more 
profitable segrnients. Thus, traditional fund-gathering 
grew by 11.8% while rraiisacrional deposits in pcsos 
grew 19.1%. I.ikewise, lending grew 273% while 
consumer credit and cards acliicvcd year-on-ycar 
growrh of .34.2%. 

The Group’s non-performing loan ratio, defined as 

non-performing assets (excluding country risk) 
divided hy total exposure, continurrl to fall to I .23% 
‘it the end of the quarter (1.37% at 31-13ec-03 and 
1.78% :it 31-Mar-03). Covcritge inireasetl to 20Y.X% 
(184.9‘:b ;it 31-Ikc-03 and 167.5% at .?l-hLir-O.3), 

Following an  investment o f  3,254 million euros for 
the acquisition of Ikincomcr’s minority interests, tlic 
Group’s capitd base continues to  be solid. At 
.31-klar-O4 core capital was 5.7% ( in  liric with thc 
figurr of 6.0”/” set as thr targrt at  the end of last year)), 
Tier I capiral was 8.0% and the BIS ratio 12.1Y0. 

Afrer payment on 13ch April of a final dividend of 
0:114 euro> per share, the total dividcnd paid against 
200.3 restilts comes to 0.384 ruros per share. This is 
mi increase of 10.35; over thc 0.348 euros paid 
against 2002 rcsults. 

In line with the strategy of profitahlc growth. on 2nd 
February 2001 BBVA announced a take-over bid for 
40.6% of RBVA Rancomer’s capital, to increase its holding 
from S9.4‘1.b to 100% of this hkuican company. KKVA 
offered a cash payment of 12 pesos per MWA I\anconier 
share. This pricc offcrcd a premium of 13.7‘X on thc 
closing price on  Friday, 30th January and of 18.9% 011 the 
avernge price in the previous 30 trading sessions. After 
obtaining the corresponding authorisation, the d fe r  was 

open from 19th Fehruary t o  19th March. Shares received 
rcpresent 39.46% of the shart. capital f o r  which RRVA 
paid 3,254 million euros. At the end of Mirch BBVXs 
control of I!mcornt.r has incruased to 9Y.4%. 

The established goal i s  to achieve core capiral of 6% by 
the end of thr year and thus the bid has becn financed in 
three parts: through Lwrr capital genrrated in 2004, 
through divcstmcnt of part of thc Group’s industrial 
portfolio at  the end of 2003 and in January 2004 and of 
noli-straregis financial shareholdinps including lianco 
;ltlintico and Direct Scguros (concluded during thc 
qnarter) and, lastly, by means of a capital incrrase which 
took place on 4th February 2004 through an iiistitutioiial 
placenirnt of  19.5 niillioii new shares at 10.25 euros per 
sharr, rsising a tot31 of 1,999 million euros. 

Income for the period 

The first quartcr of 2001 once again sonfirmcd the ability 
of the HRVA Grotip to generate rriurrrnt rarnings and the 
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BBVA Group in the first quarter of 2004 

upward trend i n  income that had hccu noted throughout 
1003. For the first time since the middle of 2002 when 
the depreciation of Latin America currcncics startcd to 
hnve a strong impact on the euro value ot'thc Group's 
earnings in the region, all earnings figures in the income 
statement oiicc again display positivc year-on-ycar 
variations at  ctirrent exchange rates. 

Operating profit rose ro 1,279 inillion euros. -this is tlic 
highcst quarterly figurc since the fourth quarter of 2002 
and represents a year-on-year increase af 5.2% ;it current 

exchange rates. This is in contrast to the 12.2% desline 
rccorded in 2003. At constant cxchange rates the increase 
is 12.5% and this easily brats the figures for any quarter 
in 2003. The group that best rcprcsents donicstic activity 
consists of Retail Banking in Spain and I'ortugaI, 
Wholesale and Investment Banking and Corporate 
Activicies (an arca that contains the results of thc Group's 
financial nimageinenr and ywcifically tnanagrnient of 
assets, liabilities and hedging). This group recorded a 
year-on-ycnr increase of 15.0%. 111 the Amcriciis Area 

which once again includes hrgenrina (as mentioned 
ahovc), operating profit increased 9.7% at constanr 

exchange rates. In Mexico it increased by 18.914. 

I f  trading income (which is more variahle) is excluded, thi. 
operating profit iiiireased by 9.3% :it current exchange 
raws and by 17.8% at constant rims. Thcrc wcrc 
increasrs of 7.7% in lietxil Banking, 11  3% in Wholcsale 
13anking and 12.8% in the Americas. 

Net interest income in the first quarter of 2001 came to 
1.684 million euros. 'This was 2.1 '% higher thiin che sainc 
pcriod a year earlier, cxprcssrd in tcriiis of currcnt cxchangc 
rates and 9.0% at constaiit rates. In horh c a m  those 
perccntages arc substantially bctter than tliosc rccorded for 
the whole of 2003. In Retail Banking in Spitin and Portugal, 
interest income increased 2.1 76 as higher levels of activity 
compensated for narrower margins. At the same rime, 
Wholesale Ranking increased by 7.4%. Howvcr, tlic rnost 
rcprcscnmtivc figures for domestic busincss are providud by 
the aggrepm results of the abovr two areas and corporate 
activities. This group incorporatcs the impact of the 
portfolio covering structural interest rate risk exposurr a i d  
it recorded growth of 9.90/0. In tlic Americas the clccline of 
7.2% year-on-year is  thc conscqiicncc of curren~y 
depreciation. Excluding this, the figure would h a w  
incrcascd by 7.7% (7.9% in Mcxico). This is particularly 
encouraging when seen in the light of the sharp fall in 

iiicerest rates compared to thc first quarter of  2003 in 
couticries siish as Mexico, Venezuela and Argentina. 

Nct fcc income Confirmed rhc upward rrcnd noted in the 
second half of 200.3, with a total of 824 million t'uros. 
This is 2 3 %  bettcr than the first quarter of 2003 at 
current cxchangc rates and 9.1% hettt'r at constant rates. 
All business arms ~ r c  growing faster at  iunstant rates: 
7.8% in ttctail Banking in Spsin and Portugal, 14.7% in 
Wholesale Banking and 12.7% in the Americas where the 
steady improvement of reccnr ycars continues. In terms of 
products, attcntion is drawn to mutual and pen6ion furids 
which generated 274 million euros (11.6% higher a t  

constant rates) and iollcction and payment services which 
camc to 327 million euros (an inzrt.ase of 8.9%) and to 
the 10.2% increasc i n  cards. 

Core revenues reaclicd 2,.508 million euros, 9.0% more 
than tlic first quarter of 200.3 A t  consrant cxchangc rates 
(2.1% higher ar current ntcs).  'This, togcthcr with the 
decrease of 14.0% in trading income t o  164 million euros, 
meant that ordinary r e ~ c i i u c ~  increased by 7.3% to 2,672 
million euros (0.7% more ar  surrcnt cxchangc. rates). 

Operaring cxpcnscs dccreasrd 1.7% in current euros and 
increased 4.1% in constant euros. This rcsulted in a 

further improvemcnt in rhc costlincomt: ratio which fell to 
46.0'!& in tlic first quarter of 2004 coriipared to 47.1% in 
tlic samc quarter of the previous ?car and comparcd to 
47.2% for the whole of 2003. In lic.t,d Banking in Spain 
and Portugd che cost/incomc ratio improved 1.4 points to 
44.1 %,. I n  Wholcralc and Investment Banking rhc mtio 
stands ar 27.2% and i n  the Aincricas at 4.3.2?/0. Attrntion 
is drawn to hfcxico where, for tlic first timc thc ratio 
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droppcd hclow 40% with a11 iniproven~cnt of nearly 2 
point3 over the first quarter of 2003. 

Net iticome from contpanics carrid by thc cyuiry nisdiod 
rose to 84 million w o s  in the quarter compared IO 76 
niillion in CIIC samc period a year carlier (w7hen thcre were 
extraordinary adiustrnenrs of 96 millioti euros following 
publication of tbc. final 2002 rcsults hy companics such as 
"lekf6nic~ y ' ' h a ) .  In addition, income on Group 
transactions generated R furthcr 245 inillion curos. This 
figurc includes cspital gains of 118 million turos and 26 
million euros arising from the sale of holdings in Banco 
Atlintico and Direct Seguros, rcspcctivrly. 'T'hc first quarter 
of 200.3 included 216 tnillion c u m  related to the capital 
gain generated by the sale of the holding in Cridit I.,yonnais. 

During ttic quarter the C~roup set aside 291 million etiros 
for loan loss provisions. Year-on-year this was a dccrcasc 
of 9AsC (.I demase of LOYO at constant exchange rates). 
~rnortjsarion of gavdwill accounrcd for 132 million euros. 
Although this fipurt. is sinijlar to thc first quarrer of 2003, 
it d i f f m  in composition. Compared to a gear earlier, there 
was grcatcr atnortisation associated with IJancomer and 
lower amortisation associxed with holdings in other 
campanics folluwi~~g the djvestment programme. 

After deducting 309 million euros for taxes, Littrihiit,hlc 
net inconic was 7.58 million euros, 11 .O% morc than the 
683 million rums obtained in the first quarter ofZOO3. 
This increase is almost entirely due to the improvement in 
opcrating profit. The overall cffcct of the items on rhc 
statement between operating profit and net insorne is 
ncutral. "I"he highcr earnings from the equity inerhotl arid 
from group transactions wcre absorbed by highrr taxer. 

Inconic attribut;ablc to minoriry holdings was Y 1 million 
euros compared co 369 inilliun in the prrivd January - 
March 2003. This was due to rhe lower cost of prefcrred 
stock following amorrisation of old issues and their partial 
replaccnicnt by lower-cost issues. It W:IS also due to rhe 
rcduction in iocoinc 3ttritiutal.k t o  minority interests iu 
Rancomer following rhc takc-over and, lastly, to the rfftct 
nf cxchangc rates. The iiec i r isom atrributablc to  the 
Group in the first quarter of 2004 therefore came to 667 
million curos. Thi.5 is thc higbcst quamri), figure rec0rdc.d 
by fHWI in the last two years mid represents growrh of 
29.9% over the 513 million euros obtained in the first 
quarter of 2003. This ptrcentage swells to .?.s.O'Zb a t  

coiistant txchange rates. Folhiwing the capital increase of 

I i Y Y ?  inillioti euros on 4th Fcl)ruary, caruinps per sh.tre 
incrrxsed by 25.1% to 0.20 euros and the ROE was 
20,.3%, mnparcd  to 16.9% it1 thc first quartcr of 2003. 
Thereiorc, in terms of rhesc two important refercnccs, 
BKVA rnaiotained a high position among the top large 
bsriking groups in the c u m  znnc. Furrhcrmnrc, KOA rosc 

to 1.04%. compared to 1.02% in January- March 2003. 

Balance sheet and business activity 

As a rcsulr of rha cconomic crisis in Argentina at the end 
of 2001, the Group made a decision to write-off the hook 
valuc of thc Ranco Francis Group in thc cOIlSolidi3tCd 
accounts and set up A fuiid that w%is progrcssii-cIy 
assigned to coverage of :issets and obligations according 
to clic informacion availablc. 

In V ~ P W  of the sigujfjcant improvcmctlt in thc social and 
economic rnvirrmtncnt m d  the obvious srability emerging 
during 2003, the Group decided to completely merge all 
thc conipanics in the Banco franck, Group. Thc rcsulr W;IS 

traasfcrred to the Group's income statement and t?alance 
shwt in accordance with thc critcria cstablishcd in circular 
4/91 of the Bank (i f  Spain. In the merger pmebs, assets 

were valued in accordance with thr criteria esublished in 
tht  circular. R'hcre n m s s q  Fuuds Set u p  in the Group r o  
cover thc book value of the invesrtrlent were assigncd tc) 

the proccss. During thc mcrg r  proccss. no  nerd arose for 
additional funds beyond those already crrated. 

.. I . he yenr-on-yrar comparisons of figures on the Ciroup's 

balance shect wnrinued to be affesred duririg ctie quarter in 
thc same inaiiner a s  previws pcriotls, by the ctcprcciation 
of Latin Anierisan currcncics against the euro. The greatest 
effcct on the Group was caused bY the 13.8% dcpreciatiori 
of the Mcxican peso in thc last twelve months. 

Total group nsscts at the end of rhe quarccr came to :10$ 
billion euros. This was 12.3 % more than a ycar earlier i n  
currcnt euros and I.5.X% more at  corlstallt exchange 
ratcs. Total activity, rcprcwxcd by thc cuni of  lending 
and ci~stotrier furids under managcmrnr, rosc to 46% 
billion euros with a ycar-nn-year incrcasc of (1.2%. At 

 ons st ant exchangc ratcs the increase was 12.3%. These 
percentages arc considerd~ly better than the improverncnt 
recorded :it the end of 2003 whcn business activity grew 
3.1 '% a t  current exchange r m s  and 8.4% at sonsmlt 
raws (cxcl~clii~g the salt of Brazil, this was 4.0% at 

current rate, and 9.4% at constant rates). 
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1,euding rose to 1.57 hillion euros at 31-Mar-04, an 
increase of 9.1%) over the same period in 200.3 (at 
cotistant exchange rates this was 11.2‘26). This continues 
thc trcnd of faster growth n o t d  riuring 200.3 (:it the end 
of that year rhe increase was 4.7% at  current mtcs and  
8.3% at constant races and :iftcr adjusting for  rhc sale of 
Brazil, the figures were 5.8% and 9.S‘%, respcctivcly). 

l.ending to other resident sectors continued to be the main 
eiigiiie of lciiding growth, reaching IO4 billion euros, 
14.5% niorc than at 31-hilar-03 and also topping thc 
year-on-year increase at Drceniber 1003 (13.1%). The figure 
includes secured loans which canic to 56 billioti euros afccr 
growing 19.4’% over 31-Mar-0.3 and leasing (up hy 26.3%). 

1.i.nding to non-residents contiiiucd to hc affccted by 
currency depreciation. Thus, the year-on-year declinr of 
0.3% at currciit cnchangc ratcs bccotncs ~ t i  incrcase of 
6.9% at constant rates. 

in regard to problcm loans it should be noted that thesc 
fell by 538 million euros in the quarter. This was due to a 
rcduction of 167 niillion euros in non-performing loans 
aiid to a fall of 371 million euros in country risk. The 
latter changc is liiih-cd to the transaction under which 
13BVA ; q u i r r t l  13anco Francis (C,:ayman) 1,imitcd from 
BBVA Banco Franc& at market value. In the context of 
this operation, various asscts in pcsos origiiially loiaied in 
the Cayman lslaiids were transferrcd to llbVA i’,anc.o 
Fra t ick  Thus the transfer risk disappeared. This 
opcration did not altcr thc Group’s capitalisation and has 
improved the local capital adeqiiacy of BBVA Banco 
F r a n c k  

The non-performing loan (NIT)  ratio was 1 .XI% and thc 
ratio of non-porforming :issets o w  total cxposure (cxchiding 
Group 5 country risk) was 1.23%. This figure was 1.37% at 
3 1  -I)n--0.3 and 1.78% at 31-MMar-03). These changes clearly 
reveal the systematic iniprovenient in the Group’s risk 
quality after excluding the effect of country risk. The total 
exposure rate is used in thc breakdown by busincss unit, 

All business areas rcported significant iniproverncnts: 
Retail Banking in Spain and Portugal closed the quarter 
with an NPI.. ratio of 0.76?4 compared to 0.33% a year 
earlier. in Wholesale Banking thc figurc was 0.38% 
(0.79% at 31-Mar-03) and in the Aniericas it was 4.06% 
against 5.52% cwclve months carlier. Thc ratio also fell 
in hl-lexico to .3.6.3%, from 4.45% at 31-Mar-03. ‘Yhe 

Group’s coveragc now stands at  209.8% coinpared to 
167.5% at 31-Mar-03 and 184.9% at 31-Dec-03. 

‘total customer funds under inanagenicnt by thc Group 
c a m  r o  3 11 billion curos St the end of the quarter. This 
was a yrar-on-pear increase of 9.3% (12.8% :it const.aiir 
exchange rdtes). As in the case of lending, this is a 

significant iniprovetnent on the growth rates recorded :it 
.~l-l)cc-O3: thcsc wcrc 2.3% at currcnt rates and 8.4% at 
constant rates (3.1 96 and 9.1%, respectivdy, after 
adjustment for the sale of Brazil). 

Customer funds on chc balance sheet rose to 19.3 billion 
cum, a year-oil-year increase of 7.8% which increases tu  

11 .t;u/;, at constant cxchangc ratcs. I’uhlic Administration 
deposits grew to 10 billion eurus and deposits by other 
resident sectors, which came to 68 billion euros, increased 
1.7% IiclpcJ by thc 8.6% increasc in transaccicinal 
dcposits (current and sdvings accounts). This WJS bcc:iusc 
from last ycnr the growth in stablc funds has mainly 
conceiitratcd in mutual hinds. Noii-residenr deposits 
increased for the first rime in recerir years by 2.1”A despite 
currency depreciation. Excluding the effect of deprecintion 
they grew by 1 1.7% and transactional deposits (which 
have a lowcr sost) grcw by 16.204,. “Ihere was also a 

notable increase in markerable debt securities due to the 3 
billion euros issue oi mortgage warrants during the period. 

- ,  Ihe volumc of off-balancc shecc funds (mucual funds. 
pension funds and customers’ portfolios! grtw in tht, first 

quiutcr of 2004 c o  I1 8.5 billion euros, a year-on-ycar 
increase of 11.9% (an increase of 14.4%) at  constant 
cxchangc ratcsj. 

Spain accountrd for 64 billion mros with an increase of 
14.7%. khtua l  funds playcd a Icading rolc in this with 
39.6 hillion curos and growth continues to increase quartcr 
by quarter. At the end of lVMarzh it was 19.3%, coriiparrcl 
to an increase of 11.6% for the whole of 7003. This was 
ni.& possible hy the new funds launched hy the Group in 
Marsh. Triple dptirno, I’lan lleutas 2007 and Plan Ilentas 
2009 which collcctcd close to 900 million euros in rl single 
month. Pension funds also increased 13.4% year-on-year to 
12.5 billion curos and managed portfolios grcw by 12.2% 
to 12 hillion euros. In other countrirs where the Group 
operates, off-balance sheet funds c a m  to 54 billion euros 
with increases of 6.7% at current exchange ratcs and 
12.9% at constant rxes. Of this, 27.5 billion euros relates 
to pension funds. 17.6 billion to nianagcd portfolios and 
9.3 billion to mutual funds. 
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Capital base J h e  HHVA sharc 

The operation with the biggest inipricr on rhe Group's 
capital basr in the firsr quarter of 2004 was rhe 
acquisition of 39.5% of rhe Baticomer Fiiialisial Group. 
This produced a signiticaiit change in the capital base 
structure cspccially i n  corc cquity. Goodwill incrcascd by 
2,103 million euros while minority interests fell by 1,210 
inillion euros. In ordcr to maintain capital adequacy 
targets, capital was increased through thr issur o f  19.5 
million shares leading ro AII increase in  capital arid 
reserves of 1,999 million euros. 

"J'hcrcfore, at 31st himh 2004 the capital base of tlic 
HBVA Group was 20,967 million euros, bascd on the 
standards of the Ihnk for International Settlements (B1S) 
with a capital base surplus above the Iwcl of xrYo of tlic 

risk weighted assets of 7,071 million euros. Core capital 
was 9,979 million euros. The year-on-year incrcasc of 
2.5% was less than the growth in risk weighted m e t s  

hctwrcn thesc dares. Thus, the ratio is now 5.7% a n d  this 
i s  in lint: with ashicving thc targct of 6.0% at the cnd of 
2004. After factoring in preference shares, Tier I came to 
W(!h nnd this corns r o  66.2% of thc capital basc. 

Other eligiblc funds werr 7,0X9 million euros bringing 
X icr I[ to 4.1 %. 'This was similar to 31-hkd)3 and 
slightly M o w  the figure at  the end of 2003. Together 
with 'Tier 1, this brings tlic KIS ratio to 12.1'X (12.6% :it 
3-Mar413 and 12.7% at .32-1)~-0.?). 

- *  

I n  the first quarter of 2004 thcrc were no issucs or 
amortisation of prrferred stock or subordinate debt. 

12.6 

H 

I 
Con cupittll 

Tier /I 

llcr I 

12.7 

Dee. 03 

12.1 

During rhe first quarrcr ot 2004 thc world's stock 
cxchangrs consolidated the levels .lchievetl at  the end ot  

2003 with minor changes in thc major indices: the E'uro 
Stoux 5 0  increascd by 1 .O% and the SSLP hy 1.3%. 'Ihc 
only exception w ~ s  the Nikkei with an increase of 9.3%. 
Investors are sidclitied on ecotioniic and financial 
ioncerns. The nnrkets were aftcctcd by thc I 'I -AI attacks 
with a n  iiicrcase in rolntility. 

The BBVA share price fell 1.6% in rhe first qujrtcr of 
2004. This was in line with the Euro Stoxx Hank Indcx 
(which fell 1.0%). This indcx represents thc average of  
the banking sectnr in the euro area. The Bank's shares 
pcrformed hcttci- than orher leading Spanish banks 
dcspite having increased capital by 6.1%. Over the last 
twelve months rhc. KKVA share has risen 41.2%. 'This is 
higher than the Euro Stoxx SO (36 .99L)  and the Ibex 3.5 
(3h.h%),  and in line with thr Euro Stoxx Ikwk Index 
(47.8%). Following the capital increase. thr market 
capitalisation of 13BvA is 36.5 billion euros, iirarly so% 
highcr rhan ;3t 31 -Mar-03. 

Atrcntion is drawn ro the exsclleiit reception of chis 
capital increase by the marker. It was carricd out to 

finance parr of the purchase of minority interests in 
K:iiisomcr and was placed within four hours surl 
oversubscribed 1.7 times. I'root' of the operations' succcss 

was reflectcd in tlic share price which rose 2.1% in the 
first two weclis, compared to  O.X% i n  thc Euro Stoxx S O  

aiicl 0.6% for the Euro Stoxx Rank Index. 

During thc quarter the variation in the BBVA share price, 
cxpressrd as the percencage difference betwecn inaxinrum 
and minimum, was 13% ~ i i d  tlic avcrage number of 
shares traded W R S  38 million. The increase in trading and 
the levd of the share pricc led to a considcrahle incrcasc 

in  average daily turnover. This rose from 269 million 
euros in the fourrh quarter of 2003 to 409 million euros 
io thr first quarter of 2004. 

In rcgard to sharcholder reiniineratioii, :i third intcrim 
dividend of 0.09 t'uros per share for  ZOO3 WAS paid on 
3 0th January. O n  1 0th April. a final dividerid of 0.1 34 
curos per share was paid for 20(:)3.  l'hcrcforc the total 
dividend for 2003 came to 0.384 euros per share which 
was 10.3% more than the amnunt paid ngairist the 2001 
resulrs. 

, ,, 
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Income statement 

CONSOLIDATED INCOME STATEMENT 
%'A (. < 4, 

Financial revenues 

Financial expenses 

Dividends 

NEI INTEREST INCOME 
Net fee income 

la04 

2,932 
(1.392) 
144 

1.684 
824 

Net trading income 1 64 

>~PRDINARY R E V E ~ E S ?  3 * 2,672 
Personnel costs 
General expenses 

(794) 
(434) 

Depreciation and amortization (113) 
Other operating income and expenses (net] (521 

Net income from companies accounted for 
by the equity method 

Amortization of  goodwill 
Net income from Group transactions 

Net loan loss provisions 

Net securities writedowns 

Net extraordinary income [loss) 

Memorandum item: correction for payment of dividends 

PRE~TN PRQF~T: 
Corporate income tax 

k 1 Q03 

(13.1) 3,375 
(23.8) (1,827) 
41.5 102 

2dl 1.65Q , 

2.3 806 

> " 7 "  

2*1 2.456 
(1 6.5) 197 

0.7 2,653 
(4.2) (829) 
3.2 (420) 

(1.71' (1,249) 

(11.4) (128) 
(12.3) (59) 

21 9.3 26 
49.1 (681 

0.5 (131) 
22.3 200 
(9.8) (323) 

21.4 (97) 

I - 

683 '*, 
(1 691 . Preferred shares (22.0) (64) 

Minority interests (40) (61.6) (105) 

E PROFIT 

Memorandum item: C at 
constant exchange rates 

(7.21 
(18.7) 

45.5 

9.0 
(14.0) 

' d . 3  ", 

0.6 
11.2 

207.8 
55.4 
0.5 
22.3 

(2.01 
- 

34.6 

25.7 
55.7 

16.6 
(41.8) 
(22.0) 
(55.9) 

35.0 
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Financial revenues 

Financial expenses 

Dividends 

2004 
i a  

2,932 

(1.392) 
144 

2003 
4Q 3a 2a la 

2.994 2.978 3,190 3,375 

(1.408) (1,372) (1,653) (1,827) 
132 69 161 102 

ME 1.684 IJ .675 1.698 1,650 
Net fee income 824 81 5 850 792 806 

2.508 2,533 2.525 2.490 2,456 

Net trading income 164 149 100 206 197 

< > < *  
I ^  2.682 2,625 2,696 2,653 RDINARY REVE 2,672 

Personnel costs 
General expenses 

(794) (8351 (7991 (800) (829) 

(4341 (471) (435) (442) (420) 

ISTRATIVE EXPE (13281 (?k (1,242) (1,249) 
Depreciation and amortization (113) (124) (129) (130) (128) 
Other operating income and expenses (net) (521 (431 (55) (62) (59) 

OPERATING PRO 9 1,262 1,217 

Net income from companies accounted for 

by the equity method 84 98 170 89 26 
Memorandum item: correction for payment of dividends (1021 (105) (32) (114) (68) 

Amortization of goodwill 

Net income from Group transactions 

Net loan /OS5 provisions 

Net securities writedowns 

Net extraordinary income (loss) 

_<a _I 
? <  PRE-TAX PROFIT ,2&& -x> 

Corporate income tax 

Minority interests 

Preferred shares 

Minority interests 

(208) (130) (170) (131) 
159 116 7a 200 

(223) (207) (524) (323) 

(971 (200) (52) 246 

> ,  

1,067 835 1,104 981 ' 892 

(309) (185) (357) (164) (209) 
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BBVA Group in the first quarter of 2004 
Income statcmen! 

Credit entities 
Euros 
Foreign currencies 

Euros 
Total net lending 

- Domestic 
I Other 
Foreign currencies 

Securities OOftfOliO 

1 Q04 
% of ATA 96 YieldlCost 

10.3 3.60 
4.4 1.74 
5.9 4.99 

42.2 4.15 
38.3 4.23 

3.9 3.40 

53.0 4.88 

4Q03 
C of  ATA % YieldlCort 

10.0 4.30 
3.5 1.04 
6.5 6.06 

53.0 5.02 
41.8 4.29 
38.0 4.29 

3.8 4.36 

3Q03 
010 o f  ATA Vu YieldlCost 

10.2 3.79 
3.1 2.54 
7.1 4.35 

53.2 5.09 
41.3 4.25 
37.3 4.39 

4.0 2.97 
10.8 7.71 11.2 7.72 11.9 7.99 
28.6 4.50 28.4 4.32 28.0 4.20 

fixed-income securities 25.3 4.29 25.2 4.15 24.7 4.37 
- Euros 15.3 2.95 14.8 3.03 14.6 3.18 
- Foreign currencies 
Eauitv securitirs 

10.0 6.34 10.4 5.72 10.1 6.11 
3.3 6.08 3.2 5.68 3.3 2.93 , ,  

- Investments accounted for by the 
equity method 2.2 6.54 2.2 6.57 2.3 1.66 

I Other investments 1.1 5.1 9 1 .o 3.68 1 .o 5.81 
Non-interest earning assets 
~ ~ ~ ~ ~ A S S D S  

8.1 " 8.6 I 8.6 - 
100.0 28 4.3 10 4.28 

Credit entities 21.0 2.81 21 .J 3.36 20.0 3.05 
Euros 12.8 1.98 12.7 2.05 12.3 2.71 . Foreign currencies 8.2 4.12 8.6 5.32 7.7 3.58 

Customer funds 64.2 1.99 63.8 1.89 65.1 1.92 . Customer deposits 50.0 1.79 49.3 1.66 50.9 1.66 
- Euros 30.2 1.29 29.1 1.24 30.4 1.09 

- Domestic deposits 
- Other 

- Foreign currencies 
Debt and other marketable debt securities 
- Euros 
- foreign currencies 

Shareholders' funds 
Other non-interest bearing liabilities 
A ~ ~ ~ ~ ~ ~ ~ ~ u ~ E s  

18.8 1.14 
11.4 1.53 
19.8 2.55 
14.2 2.71 
12.7 2.54 

1.5 4.18 
4.7 - 

10.1 - 
100.0 i,sjW$ 

19.1 1.13 
10.0 1.46 
20.2 2.27 
14.5 2.68 
12.8 2.50 

1.7 4.06 
4.2 - 

10.7 - <p:,$> 
100.0 WkV ~ 

19.3 1.14 
11.1 0.98 
20.5 2.51 
14.2 2.85 
12.3 2.62 

1.9 4.29 
4.2 

10.7 .. 
100.0 1.93 

2.114 

i l l  Rdum on tstal rrt lcnciog 16s costs of dcpom. 
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FEE INCOME 
Y W N  akw 

1171 

ENUE 

3,291 

. - - - - - - . - - - - - - 
+7.3% . . +9.1% . . . . . _ _ _ _  - - - - - - - w 

Currcn t 
cxchangc mlcs exchange m k s  

Constant Constant 
cxchongc rates cxchangc mtcs 

1 a04 c 
N COME c 

1 a03 

80s 

Collection and payment services 327 (0.3) 327 
Credit and debit cards 139 0.1 139 
Other collection and payment services 188 (0.51 188 

Asset management 

Mutual and pension funds 
Managed portfolios 

Other securities services 

Purchase/sale of securities 

Underwriting and placement 

Administration and custody services 

299 
2 74 

25 

11 6 

40 
9 

67 

7.9 
6.6 

24.6 

278 
258 

20 

1.7 

39.7 
(58.6) 

4.8 

114 

29 
21 

64 

Other fees 82 (5.51 07 

PE OPERATING INCOME 
oII11x)N NROS 

1,552 

;-1-2.546 
1.21 7 

- - - - - - - 
cxchongc mtcs 

Consrani 
cxchonge ro ta  
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BBVA Group in the first quarter of 2004 
Income statement 

w 
'"GENERAL AND 

#ILUoW EUROS1 

1 a04 c 1003 

Wages and salaries 

Fixed compensation 

Variable compensation 

Employee welfare expenses 

Of which: pension funds 

Training expenses and other 

G ES 
Premises 

IT 
Communications 

Advertising and publicity 

Corporate expenses 

Other expenses 

Levies and taxes 

591 (4.3) 61 7 

47 6 (5.51 503 

11 5 1 .a 114 

145 (3.61 151 

36 (5.0) 37 

58 (4.6) 61 

89 

98 
47 

31 

16 

118 

35 

(2.21 
10.8 

(1 3.2) 
14.3 

(0.8) 

11.8 

(8.11 

420 

91 

89 

54 
27 

16 

105 

38 

v; NUMBER OF EMFLOYEES I 

97,072 
. . . . . . - . . . . . 

-3.7% 

Spuirr 

W 
America and rest 

of the wodd 

EWNCHES 

7,977 
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BBVA Group in the first quarter of ZOO$* 

Balance sheet and activity 

Cash on hand and deposits at Central Banks 

Due from credit entities 

Total net lending 

Fixed-income securities portfolio 

Government debt securities 

Debentures and other debt securities 

Equity securities portfolio 

Accounted for by the equity method 

Other investments 

Goodwill in consolidation 

Property and equipment 

Treasury stock 

Accumulated losses at consolidated companies 

Other assets 

&@TAL ASSETS 

31-03-04 (H, 

9.290 6.6 
26,556 28.4 

152,901 9.7 

76.801 18.6 

18,671 5.4 

58.1 30 23.6 

9,529 (2.7) 
5,790 (21 .O) 

3.739 51.9 

5,682 32.3 

3,878 (10.5) 

71 (32.0) 

3.671 9.5 

16,260 lo.8) 
304,639 12.1 

Due to credit entities 68,558 
On-balance-sheet customer funds 192,740 

Deposits 147.659 

Marketable debt securities 37,642 

Subordinated debt 7.439 

Othcr liabilities 19,817 

758 Net profit for the year 
Minority interests 4.597 

Capital 1,662 

Reserves 16.507 
TOTAL LIABILITIES AND EQUITY 

Other customer funds managed 

304,639 

118,500 

31 -03-03 

8,714 

20.675 

139,435 

64.743 

17.71 9 

47.024 

9,795 

7.334 

2,461 

4.296 

4,331 

104 

3.351 

16.386 

271.830 

31 .E 52,019 

7.8 178,825 

6.3 138.961 

12.5 33,471 

16.4 6,393 

5.4 18,796 

11.0 683 

(22.5) 5,931 

6.1 1,566 

17.8 14.01 0 

1 271,830 

105,925 11.9 
Mutual funds 48,853 11.7 41.51 5 
Pension funds 40.01 6 9.4 36.587 
Customer portfolios 29.631 6.5 27.823 

Contingent liabilities 17.259 10.3 15,647 

Average total assets 

Average risk-weighted assets 

Average shareholders' funds 

293.343 

173,121 

13.27 7 

'> y >A+, <* I 

281,293 

163,476 

12.437 

4.3 

6.3 

6.3 

31 -1  2-03 

8,110 

20,907 

148,827 

71.881 

18.945 

52.936 

9,740 

6,648 

3.092 

3.707 

3,790 

66 

3,611 

16.511 

287,150 

61,570 

182,832 

141,049 

34,383 

7,400 

19,341 

2.897 
5.426 

1,566 

13.51 8 
287,150 

113.075 

45.752 

40.01 6 

27,307 

16,652 

279.245 

166,050 

12,069 

33 1 
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BBVA Group in the first quarter of 2004 
Balance sheet. and activity 

TOTAL LENDING (GROSS) (1) 
EUROS 

Ill Total gross Itnding plus total ulstmer funds 
[2I A: mnsenr ahongt raw 

Public sector 
Other domestic sectors 

Secured loans . Commercial loans 
Other term loans 
Credit card debtors 
Other 
Financial leases 

Non-domestic sector 
Secured loans 
Other loans 

Nonpcrforming loans 
Public sector 
Other domestic sectors 
Non-domestic sectors 

;<TOTAL LENDING (G>gOJ>) 

Loan loss provisions 

TOTAL NET LENDING 

3 1-03-04 

13,358 

104,393 
55,839 

7.943 
33,720 

975 
1,391 
4.525 

37,335 
11,705 
25,630 

2,135 
72 

676 
1,388 

151,&!1 

(4,320) 

1 S2,SQl 

wo 31 -03-03 

9.1 12,241 
14.5 91,194 
19.4 46.777 
13.3 7,012 

7.9 31,238 
3.8 940 

[ 1 5.4) 1,644 
26.3 3,583 

5.0 11,152 

(2.6) 26.307 
(34.8) 3,274 
10.6 65 

(6.9) 725 

(0.3) 37,459 

31-12-03 

13.334 
101,532 
53.1 66 
8,309 

33.222 
1,076 
1,507 
4,252 

35,732 
10,473 
25,259 
2.673 

69 

734 

163;271 
1 .a70 

(4,4441 

~ i48 ,an 

L LENDIN ESTIC SECTORS DETAIL OF ROSS LE 
SS) DOMESTIC SECTORS 
EwlDft (BILLION WROS) 
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LOAN 

1004 3ao3 21103 

BEGINNING BALAN? 588 .831 

Net variation (1 701 
+ Entries 485 

- Outflows (390) 
- Write-offs 

PERIOD-END BALANCE'" q+ 'y: 2,150 
<? 

2,673 

(4571 
104 

Nonperforming loans 
Country risk (group 5) 
Nonperforming contingent liabilities 

(11 Including contingent Iiahilitics hut c x c : u d q  country risk [group 51 

2,135 

(861 
101 

1.70 

1 

Sep.03 Der 03 Mor04 

(11 Nonpcrfoming a d o t a l  risks 

31-03-03 31-12-03 

2,831 2.320 

159,165 169,466 

4,743 4,290 

1.78 1.37 

167.5 184.9 

31 -03-04 WJ 

2,150 (24.1) 

174,394 9.6 

4,512 (4.91 

1.23 
209.8 

Nonperforming assets 
Total risks 
Provisions 

NPL ratio (oh) 
NPL coverage ratio (0/0) 

CREDIT RISK 
NPL ratio (oh) 
NPL coverage ratio (%) 
Coverage ratio including secured !oaris (%) 

1.36 

202.3 
222.5 

2.27 1.74 

144.6 166.3 

184.2 164.9 

". >A:,. 
%? " \ l ,  I 
I ^  / 

MEMORANDUM I 
Foreclosed assets 
Foreclosed asset provisions 
Coverage (clb) 

11) InclJding cont ngent liabilities hut  excluding country risk [group 5). 

378 (1 7.3) 

208 (1 3.6) 
55.0 

457 

241 
52.7 

373 

202 
54.2 
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BBVA Group in the first quarter of 2004 
Balance sheet and activity 

Public sector 
Other domestic sectors 

Current accounts 
Savings accounts 
Time deposits 
Assets sold under repurchase agreement 

Non-domestic sector 

Current and savings accounts 

Time deposits 

Assets sold under repurchase agreement 

and other accounts 

.3 
10,034 156.2 

67,523 1.7 

20,019 3.3 
16,653 15.7 

18,835 (7.2) 

12.01 6 (2.31 
70,102 2.1 

24.943 4.8 

39.1 94 (1.9) 

138,961 
3,917 

66.366 

19,381 

14.390 

20,298 

12,297 

68,678 

23,790 

39,934 

141,048 

8,115 

65.91 7 
19,874 

17.1 44 

17,466 

11,433 

67,016 

24,535 

37.747 

5,965 20.4 4,954 4.734 
'~12.5 33,471 34.382 

Mortgage bonds 
Other marketable securities 

~ SUBO!orgD~~@ DEBT 

y b ~ &  NSlWh FUNDS MANAGED ~ 

Mutual funds 
Pension funds 
Customer portfolios 

14.735 25.9 11,708 11,741 

22,907 5.3 21,763 22,641 
- 7  

" ?%@?@$;39 16.4 6,393 7.400 

ll&q;* ~ 105,925 1&075 

48,863 17.7 41.51 5 45.752 

40,016 9.4 36.587 40,016 

29,631 6.5 27,823 27,307 

'm: 
WN OF CUSTOMER DEPOSITS 

(BILLION NRW 

311 
273 
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MUTUAL FUNDS 
Mutual Funds (ex Real Estate) 38,890 18.6 32,795 36.673 

Money market 11,141 5.6 10,551 10,666 
Fixcd-income 11.976 0.1 11,963 1 i . o ~ ~  

O f  which. Guaranteed 5,996 (1.7) 6,100 5,609 
Balanced 

Equity 
O f  which: International funds 

O f  which: Guaranteed 

International funds 

Global 
Real Estate investment trusts 

2,810 (2.1) 2,871 2,393 
17.4 2,301 2,288 2,701 

12.527 85.0 6.773 1 LO1 9 
9,362 124.1 4,177 8,957 
2.217 1.4 2.1 87 2,426 
436 (31.5) 63 7 538 
687 77.8 386 572 

. . .  

b PENSION FUND 12,51 3.4 11.6 ? 

Corporate pension funds 5,905 8.9 5,421 5,795 
Individual pension plans 6,609 17.8 5,612 6,413 

8 CUSTOMER WRTFOUOS 11,995 12.2 10.69 

T OF THE WQ 54.41 .7 51.01 6 
Mutual funds 9.276 11.3 8,334 8,507 
Pension funds 27,501 7.6 25,554 27,808 
Customer portfolios 17.636 3.0 17.1 28 16.1 64 

ED 11 8,500 11 -9 105.92 113,075 

31 -03-04 % 31 -03-03 31 -12-03 

Global and proportional integration method 4,651 65.7 2,806 2,651 

Banks in America 3,989 95.3 2.042 1,961 

Pension fund management companies in America 427 (1 3.6) 494 447 
Other 235 (1 2.9) 2 70 243 

Companies accounted for by the equity method 1,031 (30.8) 1,490 1,056 

SOLlDATlOY 2 3 
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BBVA Group in the first quarter of 2004 :' 

Capital stock 

Reserves'" 

Minority interests 

Preferred shares 

Other 
Deductions 

Net attributable profit 

Dividends 

31-03-04 31-12-03 

3,87 
1,662 1,566 

12,660 9.731 
4.637 5,837 

3.899 3.891 

738 1,946 

(5,7481 (3.745) 
667 2.227 

(1,224) - 

31 -03-03 

13,727 

1,566 

10,483 

5,931 

3,994 

1,937 

(4.767) 
5 1  4 - 

ITAL (TIER II 7.1 92 
6,328 

Revaluation reserves and other 1,548 1,590 2,522 

Deductions (7471 (726) (71 3) 

29 

Minimum capital requirement 13 ,896 13.602 12 932 

PlTAL SURPLUS 7.071 

M RUMEM: 
Risk-weighted assets 173,706 170.024 

; A  

161,650 

S RATIO (2) 12.1 

CORE CAPITAL 5.7 

8.0 

4.1 4.2 4.1 

(11 Not including mvaluation rcsrfves, since thrsr a r  consdcrta ar TIER II 

Long term Short term Financial strength 

Moody's Aa2 P- 1 B+ 
Fitch-IECA AA- F-l+ B 
Standard & Poor's AA- A-1 + - 
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BBVA Group in the first quarter of 2004 

T share 

THE BBVA SHARE 

Number of shareholders 
Number of  share5 issued 
Daily average number of shares traded 
Daily average trading (million euros) 
Maximum price (euros) 
Minimum price (euros) 
Closing price (euros) 
Book value per share (euros) 
Market capitalization (million euros) 

31 -03-04 31 -1 2-03 

1.1 50,391 i,i 58,887 

3,390,852,043 3,195,852,043 
37,791,802 32,436,618 

409.06 291.86 

10.1 5 6-83 
11.47 10.99 

10.77 10.95 

4.45 3.88 

36,519 34,995 

31-03-03 

1,189,260 
3.1 95.852.043 

31,442,809 

269.27 

10.39 

6.83 
7.63 

3.88 

24,384 

31-03-04 31-1 2-03 

PricelBook value (times) 2.4 2.8 
15.7 PER (Pricelfarnings; t imed'  ' 14.6 

Yield (Dividend/Price; %I ' I )  3.81 3.51 

I l l  PER a t  31 -3 -04  is calculated on thr profit median estimated by analntr [April 2004). 
(2) Dividend yield a t  31-3-04 is calculated using the incdian of analysts' cstimatcs (April 2004) 

31-03-03 

2.0 

10.9 

5.03 

I 1 I 

31-1-01 21-2-04 31-3-04 
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This section reports the activity and results of thc HHVA 
Group brokrn down into liusiness areas. The 
contribution of each arta is then discussed separately. 

The presentation of information bv area is a basic tool 
fo r  controlling and monitoring thc diffcrcnt husincsses. 
Prcparation starts with the low-level business units whcre 
all the iiiitid accounting data arc kcpt. These units arc 
thcn classified and combined i n  accordance with the 
defined structure of the areas to arrivc ar the 
composition of cach one. Likewise. the Group's 
cornpanies are also assigned to a Iiusiness area depeIiding 
011 their activity. It' this activity is too diverse. thcn the 
area is broken down into the corresponding units as 

necessary. 

Once the cotnposition of each area has hern defined, the 
necessary tnanagenicnt adjustments inherent in the modcl 
are applicd. These adjustments include a charge for the 
use of equity via the alloc~tion of econoinis capital 
commensurate with the risks incurrrd by each business. 
Capital requiretnenrs are assrssed according to the 
Icnding, markcr and operational risks incurrcd. The firsr 
step is to quantify the amount of core equity (capital and 
reserves) attributablc to the relative risk in each area. This 
aniount i s  i d  as ;I basis IO dctermine the return 

generated on the equity of each business (ROE). 
Following this, other equity cligible funds isstid by thc 
Group (subordinated dcbt and preferred stoik) are 
assigned together with their associated costs. Tlicrc is onc 
cxcepcion to this systcin of allocating cquity. The 
Americas Area (except for Atgrntina and international 
private banking) continucs to use hook equity bascd on a 

hgpothctic,il consolidated subgroup in each country. 
Thus the core equity figurcs used correspond to the IIBVA 
(;roup's intcrcst in each case. Amounts associated with 
niinority interests are recorded under Othcr eligihlc funds. 

'The internal transfer charges arc adjusted for maturity 
arid interest rate revision period for the diffcrcnt assets 
and liahilitics that inakc up cash unit's balance sheet. 
This is part of the permanent improvement process for 
man;igcmcnt information hy husincss arca. 

I h c t  and indirect expenses are assigiicd to arcas cxcept 
for those itcms whcre there is no closc and defined link 
ro the busineses in question, IC, when they are clearly of 
R wrporate o r  institutional nature in rhc contcxt of the 
overall Group. 

l.astly, it should be noted that the proccdurc followed t o  

balance the activities of each business (Retail, Wholesalr 
;tiid the Atnericas) does not includc thc climination of 
intergroup tr;mLwions that affect different areas. It is 
considered that these arc an integral parr of the acrivity and 
operation of each busincss. Thus, intergroup climinations 
arising from the consolidation process iire assigned ro the 
Corporate Activities Arca. This means that certain itcms oil 

its balance sheet may cont.3in ncg.3tive amounts. 

I n  rtpard to thc composition of thc business arcas it 
sl~ould be noted that given the continuing normalisation 
of the financial situation i n  Argentina and therefore of 
thc financial statcinetits of Group ~~onip.~tiies in that 
country, from now on and starting wirh this quarter, 
thew statcmcnts will be iniorporatrd in thc Ainericas 
A r m  Previously, Argentina W A S  reported under 
(.:orporatc Activitics by the equity mcthod. All figures for 
previous periods prescntcd for cotnpai-,~tiv~' purposes and 
specifically those related to rhe Arnericas and Cotporatc 
Activitics. reflect these modification? and have been 
prcparcd using uniform criteria. 

Consequently the compositioti of the Group's business 
areas is as follows: 

Retail Banking in Spain nnd Portugal: this includes 
retail business, asset manngeincnt and privatc banking 
conducted hy the Group in Spain and Portugal. 
Consequently it iiicludes individuds and SAWS in the 
doincstic tnarkct. thc Finsuzia/Unn-F. group 
(e-banking husinm, consumer finance, distribution of 
cards and  rcnting), IWJ,4 I'ortugal, the privm: 
banking business, tlic mutual ;tiid pension fund 
managers arid rhe results of rhe insurance business. 

Wholesale and Investment Banking: this covers the 
business that the (;roup conducts with largc 
companies and institutions through corporate 
banking (whether domesric or internarionalj arid 
institutional hanking. It also incorporatcs thc trading 
rootns in Spain, Europe and New York, the 
origination and distribution ot' cquitics and thc 
Jcposirory aiid custodial services. Business and rral 
estate projects not associated with Gruup interests i n  
largc companies is also inclndcd. 

Tlre Amcricas: this area covcrs thc activity and results 
of the Group's suhsidiaries in I.atiti America and thrir 
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suhsidiarv undertakings, includiriR pension tnanagers, 
insurancc companies and intcrnational private 
txtnkiiig. As mcntioned above, the Group's conipanies 
in Argcntina are now includcd in th is  area. 

Corporate Activitics: this contains the Group's 
holdings in largc industrial companies anti in 
finaricial entities, a s  well ;is the activities and rrsdts 

of support units S U C I I  as the Assets aiid I.,iabilities 
C h m i t t c c .  Thc area also includt.~ thosc items whish, 
dur to their nature, cannot be assigned to other 
husjncss ixeas. Examples of thcsc items arc country 
risk provisions and thc writc-off ot  goodwill (exct'pt 
in thc case of iiiteresrs held by the business and 
property projects unit which coincs under thc 
Wholesale m d  Iiivcstmcnt Rmking Area). 

BU S AREA 

Retail Banking in Spain and Portugal 

Wholesale and Investment Banking 

America 

Corporate Activities 

1004 

345 
111 

220 

(91 

% 

12.7 

(1a.i) 
35.7 

(89.9) 

lQ03 

306 
136 
162 

(91 1 

BbVA GROUP NET ATlMBUTABLE 667 14 

Efficiency ratio . . . . . . ROE 
1 a04 1 a03 lQ04 1 Q03 

Retail Banking in Spain and Portugal 33'0 30.8 44,l 455 
Wholesale and Investment Banking 21.4 27,9 27.2 26.0 
America 23.4 19.1 43,2 43,3 
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1' " 
Business areas 

Retail Banking in Spain and Portugal 

OME STATEMENT 
ON N R W  

1 a04 

INTEREST IN 
Net fee income 
CORE REVENUES 
Net trading income 

~ ~ D I N A R Y  REVEN FT 
13 

1;198 
" > >  

Personnel costs (357) 
General expenses (171) 
^GENERAL ADMINI &' 15281 
DeDreciation and amortization 1271 

i i i j  
632 

Net income (loss) from companies accounted for 
by the equity method 

Amortization of goodwill 
2 
- 

Net income (loss] from Group transactions 26 
Net loan loss provisions (122) 
Net extraordinary income [loss) 7 
PRE-TAX PROFIT 544 
Corporate income tax (1 821 

% 

2.1 
7.8 
3.8 

30.3< 
4.0 
2.6 
(3.2) 
0.7 
(9.5) 

(1 2.7) 

(75.51 

n.m. 

(2.8) 
11.7 
12.7 

9.8 

~ NET PROFIT 362 11.2 325 
Minority interests (17) (11.8) (19) 

PROFfl 3 

BALANCE SHEETS 
f #ILLION EURW 

31-03-04 w1 
Total net lending 94,207 16.3 80,978 
Securities portfolio 411 103.2 202 
Liquid assets 2,048 (37.81 3,293 
Inter-area positions 16,897 1.8 16,597 
Property and equipment and intangible assets 664 (5.8) 705 

Deposits 51,572 1.5 50,826 

Equity 7,219 3.6 6,971 
Shareholders' funds 4,167 3.8 4,016 
Other eligible funds 3.052 3.3 2,955 

3,377 28.7 2,624 
Inter-area positions 49,429 26.8 38.994 

Debt securities 6 (47.3) 11 

Liquid liabilities . .  

~ " " " --" Memorandum "ittm- "" "- 

Asset Management and Commercial and SME 
Banking Privetc Banking 

1 a04 w1 1 a04 w1 

18 0.3 9 (3.2) 
310 4.9 56 19.1 

1,028 1.6 66 1L3  

(24) (10.3) (1) 6.8 
(11) (14.5) - - 

532 3.5 45 33.2 

(146) 3.6 (15) 33.9 
29 
(11 
28 42.4 

31-03-04 Bb 31-03-04 
88,051 16.5 792 

13 70.3 42 
1.139 8.4 263 

15,710 2.7 883 

578 17.9 55 
0 2,045 

47,780 4.8 1,213 

6,154 6.7 358 
3,550 6.7 210 
2,604 6.8 148 

24 (40.0) 1 
48.960 25.9 304 

550 (3.1) 10 

- 

b 
6.5 

(28.0) 
(82.8) 

(9.8) 
(63.5) 
44.2 

(50.9) 

(29.9) 
(30.8) 
(28.7) 

n.m. 

(39.5) 

* 

(99.5) 

Other liabilities 4,071 29.1 3,154 3,116 15.3 169 11.7 
ER CUSTOMER FUNDS MANAGE 
Mutual funds 32,521 "I 7. n.m. 
Pension funds 12.731 13.3 11.235 6,197'" 12.4 6.310" 14.2 
Customer portfoliosQ 7,970 (34.0) 12,078 887 (35.9) 7,083 (33.8) 

31-03-04 31 -03-03 31 -03-04 31 -03-04 

ROE 33.0 30.8 31.2 39.3 
Efficiency ratio 44.1 45.5 45.5 30.2 

Coverage rat io 298.2 234.8 309.2 n.m. 
NPL ratio (Nonperforming assctsrrotal risks) 0.76 0.93 0.73 0.02 

(1 )  In t ke  second quaCcr of 2003,43 hillton were transtcrrcd trom Comtvrcidl and SMt Bantinq I o  ASsrt Hrndgemert w o  Privatc Rdriklng In homogenads terms, lbc 

(21 In the srrond qdartcr of 7003. €220 million W C ~ C  t ransf t rw from Commcrcial and SME Rrnkmg to A w t  Malngement and Yiiva:r Barking In homogcnou5 :rrmF. thr 

(31 In the second quarter of 2003. €2 6 billiori wcrc transfcrrcd t o  Atrcrica business arca (Privatc International Ranking1 and S2 5 billirln to VJholcsalc arid lnvesment 

ycdr-o~-ycarvar,dt,orts iri thew artds would be 18 5% and 37.14, rcspeclivcly 

year-on-year variations in these areas would be 17 1% and 9.8%. tcrpccttvely. 340 
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Itetail Banking in Spain and Portugal includcs business 
with customers who are individuals, retailers or small and 
medium compmies plus the rnanagenient of mutual 
funds. pcnsions and insurancc. products. It also covers 
special fin;mcial services (Finanzia, Uno-e and Dinero 
Express), conducts the c-banking business, consumer 
finance, the distribution of c d s ,  renting and transfers of 
immigrant funds. 

In the first quartcr of 2004 Retail Ranking stepped up 
marketing activity with thc lauiich of new products. The 
innovative and tinicly nature of thcse products was 
received positively by custoiners. The favourable 
acceptance of products distributed by the Group Icd to a 
significantly higher growth in business voluinc whcn 
compared to 3 1 -Mar-O3 and to Ikceniher 2003. 

'Thc year-on-year i n c r e w  of 16.3Y0 in  lending, the 10.9% 
increase in total funds under management including 
rnutual and pension funds, and the very rnodcratc 
increasc in operating cxpensrs. were thc basis of tlic 8.1 '% 
incre:ise in operating profit. 

'I'hc posirive trend in opcrating profit. the highcr level of 
loan provisioning (in liiir with greater volume) and capital 
pains from thc salc of the holding in nircst Seguros, 
resulted in attributahlr net income of 34.7 million euros in 
the quarter. This figure was i t t i  increase of 12.7% over the 
same period in 200.3 and is higher than any quarter last 
year. Thus, ROE rose to 33.0% (from 30.8%). 

At 31-Mar-04 total Icnding in rerail banking tame to 94 
billion curos with a year-on-year increase of l6.3')/0, 
compared to 13.9% itt .31-I>ec-O3. The higher rate of growth 
extrndcd to all products and segr": market mortgagcs 
grew by 20.5% (18.5S'O in Dcccmber) and lending to SMEs 
arid business by 18.0% ( 1  5.0% in I>ecetnber). 

.'Ibtal funds on and off the balance shcct (the slim of 
deposits, mutual funds arid pensions) increased hy 10.?% 
in terms of final halanccs coinpared to 3 1 -hld).3 and hy 
10.506 on average balanccs. This increase compares 
favourably with the 7.4?'0 (excluding thc Law Courts 
acsounr) rccordcd in I>ec.cmher 2003. On balance, 
creditors overall recorded a11 increase of 1.5% and within 
these transactional dcposits increased 9.1 Yo. Off-halance 
shcet i t e m  were more active and incrcascd by 17.3%. 
This insludcd a 20.7% increase in mutual hiids which 
helped to lift year-on-year growth of stable customer 
funds to 13.0"/;, in rerms of final balanccs and 12.8% 011 

average balances (10.3% in Dcccmber 2003). 

"l'liis important increasc in business volumc togcthcr with 
appropr im management of prices, helped to absorb the 
inipasr of thc rcduction in itiicrest rates on ncr interest 
margins when compared to the first quartcr of 2003. 
Core revenucs i n  thc area thus increased by 3.8%, with 
a11 advance of 2.1 '20 in net intcrcst incornc and  of 7.8% in 
net fer inconir. Thtsc increases iniludcd fee income 
liiiked to mutual and pension funds which together rose 
12.8% m d  hanking services which grew by 9.1 %, 

There was a year-on-year incrciise of 4.0% in ordimry 
revenues and of 0.7% in  operating expenses. Thc 
cost/inccimc ratio further improvcd to 44.1 %,. This was 
1.4 points better rhan the level of 45.5% in the first 
quarter of 200.3. 

Sonic 122 niillioii euros were set aside for loan 
provisioning, Y.8% more than thc first quartcr of 2003 
due to greater activity and thc sontribution to the 
staristical provision. This was bccausc specific 
provisioning requirements fell o n  improvement in thc 
non-performing loan ratio (NI'Ls over total risks). The 
NPI. ratio W;IS 0.7'6Y0 (0.Y39G at 31-Mar-03) and thr 
coverage ratio was 298.2% (233.X:'o a ycar earlier). 
Group operations iticlude 26 million euros generated by 
thc sale of tlic kink's holding in Diresr Seguros. As a 
result of these movements, artributahle net income mne  
to ,345 million euros, 

Commcrsial banking and SME banking together achieved 
operating profits of 532. million euros and arrributable 
incornc of 272 million ouros. A s  these activities represent 
more than 75% of the total Retail Ranking Area, the 
profile of thc income sriitenient was broadly similar: net 
iiitcrca and tict fcc inconic grcw. costs were contained, 
the cosdcfficiency ratio improved (to 4S.S%) and asset 
quality also improved. 

Innovative activity in all custonicr segincnts w w  the most 
notablc feature of the quartcr. Iti regard r o  assets, 
attcntion is drawn to thc launch of Hipoteca Fdcil (Easy 
Mortgage) with 3 final payment, advantages for families 
in terms of flexibility and cast of payment. This led to 
new mortgage operations in the first quartcr of close to 
3.1 billion euros - a year-on-year increase of 48%. 
Including promoters, rhe rota1 value of rnortgagrs signed 
exceeded 5 . 1  billion curos in tlic quartcir (up by 17%). In 
addition, the Bank's social action plan was set in morion 
with the New Baby I.oan to cover the cost of a birth or 
adoption, which carries zero interest and no 
commissions. 
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Business areas 
Retail Banking in Spain aqd Portugal 

In the SxMME and busintscs scxmcnt, which includes the self- 
employed, professional prticuces and small companies, there 
was intense markcring activity conducted rhrolJgh [he rwo 
spxia1i.d branch networks that comprist?, 1,048 branchm 
and 1,931) specialialists. As a r e d ,  the point of sde trrminals 
( " P V  .kli,vil and TPV-PC) helped ro increase the number of 
rerailers t h  accepr crdi t  cards hy* 39%. SME banking alw 
launched a number of iiutiarives. They included a cripital 
markets scrvice for S M B  which inrroduccd structured 
financr., projtxt and syndicated products ro this segment. 
Initiatives alw iuclrrded tlir roll-out of market risk coveriige 
producrs (inrcrest r :m and currency) via tlir branch nenvork 
3s well as the ICO-SLME finance 2004 catnpign. I.~sdy, a 
ncw multi-insurance product (Segurpyme) was launchrd with 
a witlc range of coverage. All thae activities were rcflccrcd in 
the increase in turnover of close to 40% in Iwsing, renting 
atid SME loans, and more than 30% in factoring. 

In regard ro wxonier funds, the range of guaratitwd 
products was extended. This entailed the launch of 
Ikpbsito IIBVA hptirno, a five-year product that 
consolidates gains and allom the client to benefit froni rhc 
bcst of three baskets of tnurual firrid managers 
(conscrvarivc., balanced and dynamic) chosen from among 
the bcst in rlie world. After two months of marketing, this 
product has captured 28,000 customer$ and 428 Inillion 
euros. Encouraged by this expurienc.~ the KKVA Triple 
bptimci m u t d  fund was launchcd in X.iarcI1. It builds o11 

the a d v a n q y s  of it predecessur and in less than one lnontll 
it reached net subscriptions of 37.5 niillion euros from more 
than 16,000 customea. Furthcmiorc, two guariiriteed fixed 
incomc hinds of 3 atid S years wcrc Iduuchetl in March. 
'These were BBVA Plan Kentas 2007 and HBVA Plan Rcltras 
2009. In this case ctistoniers reckve fixed quanerly income 
up to the expiry datc. In  less than three wecks of tnatkeriq 
it idltyted Inorc than 500 million curos. 

T ~ L '  succw of rhcsc markcting cmpaigns meatir rh;x at 
31-Mar-04 the value of niutual funds inanagcd by KKVri 
rose to 38.9 billion euros - a year-011-year increase of 
lX.ho/;l. FoUo\4iug rhc p i n s  recordcd in rhc first quartcz thc 
increase in market sharc since September 2003 sulnes to 45 
hasis poinrs, Average fee comtnission increased by 4 basis 
points to 1.41 % cornpared to March 2003. In addition, rcal 
estate funds rose to 687 million euros, which is 77.X?.i, 
higher rhan a t  31-.hiar-03. The return is 8.7% ur .I98 basis 
points above the sector average. 

Tom1 funds under management by the asset managemmr 
and privatc banking tinit grew 18..3?; in  year-on-year arms 
to nearly 62 billion euros including mutual funds w r h  a 

total of 39,578 million cum.  HKlrA is rhe lender in pensions 
funds with 20.0% of rhe niarkrt according to the l a t a r  
darn. The pcnsiori iunds unit closed rhe quarrer with tom1 
assets under inanagemcnt of 12,.51.5 million e u t q  some 
13.4% more than a yar rarlicr. The wick-spread 
3CCqXaIlCe of [he perscrnal plan campaign (Plants 
Protectih), concluded in February, Icd to the collc.ction of 
more rhan 1 billion euros.. The private banking unit 
currently manages 12.7 billion euros, which is a n  increase of 
.5.1?; rompmd to 31-Dec-03. Of these, 6.8 billion euros is 
handled by RRVA Prttrimonios ( I 3 W  individuals) and !?? 
billion euros by pcmonal honking. Asset managen~cnt and 
private htrtking achieved nrtributablc net inccmie of 28 
inillion curos. This W ~ I S  42.346 Iiiglicr rhan the firsr quarter 
of 200.3 duc to rhc incrcarc in net fcer incomc (up hy 19.1 %) 
dnd the reduction jri qwratinp expm~Srs m do^ by 4.9?;}. 

'The S p e d  Finance Services unit recorded a ycar-on-year 
increase of 16.1 % in leading which mse to 2,689 mik in  
curos while funds under rnanagcmcnt s m c  ro 1,OYS rnilliun 
euros. At Finaazia there wv3s an increase of &4Y0 in car 
loans, 22% it] eyuipnicnc loans and .?A% in equipnietlr 
renting. Qutchases associated with car rcnting grcw by 94%. 
Uno-c obrained crper;iting profit oi 3.8 millim euros in rhr 
quartes (compared to a loss of 8 nijllion curos in the firs 
quarter of 2003). Fartiings before tax came to 2.4 RiilliOIl 

euros (compared ro  a loss of 7.2 million ruws). In regard to  

Dinrro Express, it should be noted char thr volume of 
transFccn made by immigrants has trigkd, Selected new 
offices continue ro be added atid new co-operatlvc 
agreetnrnrs have been reached with banks in Ecuador m d  
Cnlamhia. 'I'hrrc arc now more rhan t$00 points of 
payment in the region. 

BBVA I"tus;~l also i m p v c d  its niarkct share in lciiding 
(up by 14 basis poriits) and in cusro~nt~ funds (7 basis 
points) through thc lar~nch of innov;uive products. Thc 
markcring of rhc Fasy hlortgagc brought year-ori-year 
growth in mortgngc 1o;tns IO .L?.Y% while off-hlance sheet 
lurtds increased by 1.6.5%. Operating profit wt7v by 52.7?/, 
thanks to ner fec incomc (up by 37.4'%,) and control of costs 
(l.lo/o increase). 

Thr IIBVA insurance opcrsrions gcnmtcd carniugs before 
taxes ot 54 million euros. This w;is 12.3% more than the 
first quartrr oi 200.4. The product range has bccn cxtcnded 
with a life policy rhat hi~s a singk fi1i;inccd prelniutll 
associated with mortgage loans. Other products were added 
including Segurpyme (mentioned above). I.c;ising Auros ;mi 
Multiagros (for agriculture). Attention is also drawn to rhc 
ZY% increase in sales of guaranteed-rvturri products. 
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Business areas P I  

COME STATEME~T 
(HLUOH EUROS) 

SET INTEREST INCOME 
Net fee income 
CORE REVENUES 
Net trading income 
ORDINARY REVENUES 
Personnel costs 

Wholesale and Investment Banking Memorandum item: 

Markets Wholesale Banking 
1 QOb wl 1 a03 1 Q04 Bb 1 a04 w 

7.4 77' 130 4.3 28 5.5 
18 46.2 55 14.7 48 38 4.4 

-7 168 4.3 46 18.4 
14 (52.3) 
61 (12.3) 

13.5 
4.8 

General expenses (24) 3.3 

by the equity method (17) n.m. 16 
Amortization o f  goodwill (1) - (1 1 
Net income (loss] from Group transactions 27 n.m. 7 
Net loan 1055 provisions (46) 146.4 (1 9) 
Net extraordinary income [loss) 

Corporate income tax 
NET PROFIT 

rity interests 
AlTRIBUTAELE PROFIT 

PRE-TAX PROFIT 

BALANCE SHEFTS 
IMlLLlON NRLIS) 

31 4 - 0 4  

Total net lending 39,232 
Securities partfolio 28,308 
Liquid assets 53,428 
Inter-area positions 45.3 1 9 

45 
6,466 

ILITIES AND €00 2,798 

Propem and equipment and intangible assets 

Bb 31-03-03 

1.8 38,556 
14.4 24,745 
48.3 36,028 
13.4 39.952 
(10.6) 51 
(8.9) 7,095 
t'$& 146,426 

Deposits 
Debt securities 
Equity . Shareholders' funds 

Other eligible funds 
Liquid liabilities 
Inter-area positions 
Other liabilities 
W!>,g"7 FU&&W#iQD 

Mutual funds 

52.780 27.2 41,496 
5,657 9.7 5,156 
3,788 13.4 3,340 
2,234 15.5 1,935 
1,554 10.6 1,405 
78,934 32.5 59.588 
24,126 (17.1) 29,098 
7.513 (3,o) 7,748 

< 
793 9.8 722 

Pension funds 2 7.5 2 
Customer portfolios''; 4,025 227.8 1.228 

9 n.m. (6) n.m. 

31-03-04 k% 31-03-04 4b 
37.327 2.0 1.583 (12.7) 
3.565 (7.6) 23,162 17.2 
6.868 (12.8) 46,406 66.1 
(1,145) n.m. 46,393 16.3 

40 (9.4) 5 (21.9) 
448 1.5 5,962 (9.4) 

47,102 (3.5) 123,512 28.6 
15,518 (12.6) 37,260 57.2 
5,657 9.7 - 
2.234 1.9 739 40.1 
1,193 2.0 440 40.0 
1,040 1.7 299 40.2 
7,224 (6.3) 71,227 37.3 
15.280 3.0 8,059 (40.21 
1.188 3.1 6,228 (3.4) 

775 7.4 18 n.m. 
2 7.5 - - 

4.025 227.8 * - 

os 

31-03-04 31-03-03 31-03-04 31-03-04 
ROE 21.4 
Efficiency ratio 27.2 
NPL ratio (Nonpcrforming assctsflotal risks) 0.38 
Coverage ratio 313.9 

27.9 20.6 19.3 
26.0 23.1 45.0 
0.79 0.41 
150.3 293.4 

(1) In thc 5ccorid quancr of 2003, C2.5 biilion wcrc transkrrcd h m  thc Hc!ail Oarikiny i n  Spain ana Pnrtugal area (Assct M s n a g c n c r l  z i t i  Priva!c Ranking) 
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Business areas 
Wholtsale and Investment Banking 

Wholesale and Invc.stment Banking comprises the domestic 
and internatioiial global corporare banking units, 
institutional banking mid the global niarkcrs and 
distribution unit in ih l ing  the trading rooms in Europe and 
in New York, equity and bond distribution and the 
deposirory mid sustodial scrviccs. This arca also includes 
the business and real estate projecrs unir and global 
transaction services. 

Activity in this area continucd to bc guided by a prudent 
policy in rcgard to risk. Thus, lentling grew by 1.8% (4.5% 
on average balances). I-iowever, excluding the international 
corporatu banking business whish declincd by 1 S..5'% due 
in part to thc dcprcciation of the dollar against the euro, 
lending in the rest mf thc area incrcased by 5.0% (8.3 ",L on 
avcragc balances). At the s m e  time asset qualit). continues 
to improve as shown by the reduction in the 
lion-performing ltian ratio to <0.38>%, at thc end of the 
quarter (compared to 0.74% at 31-Mar-0.3) while covrrage 
climbed to <38S.3>% from 150.3% ;t year carlicr. lkposits 
and off-balancc sheer flutitis in this area increased by 1 S.h% 
(8.5% on average balances). 

N'ith regard to earnings, tlie quarter was markrd by a 
positive trend in core revetiucs (up by 8.9%) diie to 
appropriate management of the asset and liability prices. 
fee-income from services in thc traditional banking business 
aiid dividends froin tlic portfolio of business aiid real estate 
holdings. The decline of 43.4% in trading income 
comparrd to tlic first quartcr of 2003 (which wirnesseci the 
Iiiglicst figurcs for a stand-alonc quarter last year, espccially 
in markets) means that orditxtry revenues increased by only 
1.2%. The cosdincome rx io  was 27.2% and the operating 
profit was 192 million suros. Although this is only 0.6% 
more than rhe same period last yt"ir duc to tlic variation in 
trading income incntioncd abovc, it is 17.4% higher than 
the quarterly average in 2003, confirming steady 
gcncration of rccurrent earnings i n  this arca. 

Despite the significant improvement it1 risk quality, as 
notrd ahovc. loan provisioning is  more than doublu that 
recorded in tlie first quimer of last year. This is the 
consequence of incrcascd gcncric provisions in global 
corporate banking compared to the reduction that occurrcd 
in January - March 2003. This trend, togcthcr with the 
declinc in net incomc from cotnpanies carried by the equity 
method, arid despite the greater earnings on Group 
trausactions, has nicant that attributa1)le net incoine from 
the area in the first quarter came to 11 I million euros. This 

was 18.0% less thau the s m c  pcriod in  200.3, which was 
thr quarter of highext proiit in chiit year. By unit, wholesale 
banking accountd for 61 million euros, glohl markcts 
and distribution contributed 18 inillion euros while 
busincss and real estate projects contributed 39 rnilliorl 
curos and other activities made a negative contribution of 7 
inillion c u m .  

Wholesale lmking, whiih includes global corporate 
bariking and institutional banking, recorded an opernring 
profit of 134 million curos. This was 6.9% higher than the 
same period a year earlier. Attributable nrt incomc was hl 
million euros - lower rhan the first quartcr of 2003 due to 
thc incrcasc i n  loan-loss generic provisions mentioned 
above. 

Global corporate banking activities itre divided into 4 
inanagerneiir iireias: Iberian Lorporatc banking. Furopean 
and Asian corporate banking, corpcirate hankitig in the 
Americas, and global and investment banking. l'hr latter 

activity includes thc product units - c;apital markccs. hotid 
origination services and corporate finance. These uriirs 
prnvirlc s i "  to customers of the wholesale division :tnd 

to other group areas. 

Arrributable net income in the quarter was 34 million 
euros. This was affected by thc following factors: the 
positive dcvclopincnt of husincss and recurrent activity in it 

qiiarrrer with less significant operations than those recorded 
in thc saine pcriod a year carlicr. Othcr factors includcd 
action to dcfcnd sprcads on lending atid itistonier funds, 
containment of administrative expenses and thc ahovc 
chargcs to gcncrii provisions. 

I n  the more sigiiificani lending operations during the 
quarter, HIIVA acted as mandated lead arrangcr i n  
syndicated loans to Cerriex Espaia SA (a multi-currency 
40~~-tnillion euro loan ovcr 5 yars  and for Grupo Izasa S A  
(1 1 S million euros over 5 years). The latrer loan was closed 
io the initial undcnvriting phasc without the need for 
genrral syudica t i m .  

I%ond originadon scmiccs i n  thc first quartcr included a n  

issue for Hxtica Xwional t  de Lavoro (BNL) organised by 
I3AVA, Citibartk and Noriiura of SO0 million etiros with :t 

sewn-year term. KBVA was thc nianagcr that placed the 
greatest amount of script. An issue of 3 billion euros in 
mortgagc warraiits was alw co-managed wich four ochcr- 
banks. 
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Institutional banking provides srrvices to public and 
private institutions through a network of 42 offices in 
Spain, Portngal and lklgium. In  the first quartcr of 2004 it 
achieved attributLiblr net income of 27 inillion euros, a 

ycar-oil-ycar incrcasc of 37.0%. The pcriod was inarkcd 
by the defence of asset and liability prices, the existence of 

irriportant transactional deposit balances, efficient 
application of fees, good earnings from market operations 
m d  the resulrs of internal cost-cutting campaigns. The 
sost/incorne ratio fell ro 18.4%, 5.1 points better than the 
first quartcr of 200.3. 

It should be nored that thc institudonal banking unit was 
onc of the organisations that won tender ro provide the 
State 1,ottery (:ommission with treasury services. It  thus 
rencwcd :I sorvicc that it has a1rc;tdy been providing to this 
organisation. 

During the quarter, global markets and distribution 
obtained an operating profit of 3 3  inillion euros which 
W:IS 23.7% lowcr in ycar-on-ycar terms. 'This was duc to 

the results of market operations bccause corc revenlies 
inircased 18.4% thsuks to thc good performance of fcc 
inconie (up by 46.2%). Short-term activity in terms of the 
volume of custonicrs opcrations and earnings, was noted 
during the pcriod. 

'I'hc markets unit co-opcrated with the Itctail Banking in  

Spain and Portugal business arca in markcting thc product 
Lkprisito Optiino and also hedgcd the entire Triple 
Optitno fund. Ir also hedged thc first dynamic 
managenient product with capital guaranteed on  expiry 

and a return linked to the performance of various 
international hedgc funds. 

[n terms of equity origination a i d  distriliution services, 
BBVA eo-orditiated the execution of thc rake-over bid for 
tlic remaining 40.6% of thc KKVA Kancomcr's capital that 
it did not idready possess. It also ni.uiaged, togethcr with 
Morgan Staiiley, the pbcement of 1IBV.A's cspital i i ~ c r t . ~ ~  
of 1,999 million euros. Furtherniorc it participatcd in rhe 
public share offer by Banco Sabadell to finance thr 
purchasc of Hanco btliintico and it placed 200 million 

curos of a loan to tbc Valencia rcgional governincnt with 
German institutional invesrors in the form of schudlsctiein 
with hclp from thc institutional bariliing unit. 

In thc first quartcr, HBVA was thc market leader in tcrnis 
of trading volume on the electroniz zontinut>ris mktrkct 
(Spanish Stock Exchcmge) wirh 11.0% of volumt.. It also 
occupicd first place in tho A1 AE' ranking for operariotis 
with maturity, with 26.2% of the markec in  February 
2004. These operxioris include bills of e.xchaiige and 
nicdium and long-term operations. It should dso hc norcd 
thar RBVA is in 16th position in credit default swaps and 
19th position in investment-grade swaps at European lcvcl 
according to the 2004 crcdit rcscarsh poll by Euromoncy 
in thc srccmdary credit market. It competes with TIIT 
wnrld's loading hanks in thcsc prod,ist,. 

\Vithin chc global transaction scrviccs, HHVA factoring 
launched a new confirming product that will help to 

consolidate. the traditional leadership position held by the 
bank in this product. In 2003 HBVA's niarkct shar-c (in 
hctoring and confirming) w3$ 35%. The LO03 annual 
rankings for trade financc activity wore published during 
the quarter by the Trade Finance MLtgaLinc and by 
1)ealogic. IBVA is in second place in Iatin America by 
number of operations and in fourth placc by volumc of 
activity. 

, .  1 he business and real estate projrcts unit is currently 
haiidlin~ B portfolio of 120 investments with a book value 
of morc than 1 billion euros. This portfolio is  widely 
diversified and includes the real estate sector with 31.8% 
of book value and market services with 273%. 

In ascordaiicc with the policy of portfolio rotation, it 

divested 1 0 0  million euros (luring the quarrer, basicnlly in 
real estate holdings, generxing capital gains of rriore than 
30 million curos. New investments c"ir to 20 million 
euros. 

'rhc unit's opcrnting profit came to 34  nill lion euros, a n  
increase of 51.2% and attributable net income catnr to 39 
inillion euros (similar to tlic samc period a ycar carlier). 

345 
29 I UUVA 



I ,  

Business areas 

C a t  constant 
la04 Qkl exchange rates 

N ME A 699 (7.21 7.7 
1 Q03 

753 >> r', 
Net fee income 42 6 (0.6) 12.7 428 
CORE REVE@lJES 1.125 (4.8) 9.6 1,182 

e t  trading income 54 (21 .E) (14.5) 69 
RDINARY REVEN 1.1 79 (5.71 8.2 ,250 

Personnel costs (282) (8.71 4.6 
General expenses (227) (2.6) 11.9 

NISIRATNE'~XH~MES $ (509) .7 
(51 . I )  

ncome and expenses (36) .7 
583 .7*: 

by the equity method 7 n.m. n.m. 
Amortization of goodwill - 
Net income (loss) from Group transactions 
Net loan loss provisions (87) (51 -8) (43.9) 
Net extraordinary income (loss) 

- 

mE-YAX PROFIT 

IANCE SHE 
BIlLLlON NRM) 

31 -03-04 b% 

Total net lending 25,820 (7.31 
Securities portfolio 
Liquid assets 
Inter-area positions 
Property and equipment and intangible assets 
Other assets 
T&@"ASSET5/LIABlUTlES 
Deposits 
Debt securities 
Equity 

Shareholders' funds 
Other eligible funds 

Liquid liabilities 
Inter-area positions 836 16.8 16.1 71 6 

6,702 

8,816 6.6 16.8 8.272 
Pension funds 27,279 7.6 11.4 25.350 
Customer portfolios[' 17.636 21.5 30.5 14,517 

ED 

27,667 5.9 
17.71 2 (7.31 

485 45.2 
2.01 6 (1 7.91 
4.222 (44.81 

77,922 (6.7) 
49,393 (7.31 

2,076 31.9 
5,581 5.5 
4,876 44.2 

705 (63.1) 
13.333 8.6 

Wo at constant 
exchange rates 

20.8 
4.7 

40.8 

2.8 

(7.8) 
(37.8) 

4.9 
4.4 

42.8 
17.0 
58.8 

(58.5) 
22.5 

(308) 
(233) 
(542) 
(58) 
(40) 
611 

(3) 

(181) 
(85) 

(73) 

- 
- 

341 

268 
(105) 
162 

& 
31 -03-03 
27.862 
26,136 
19,103 

333 
2,456 
7,648 

83.537 
53.291 
1,574 
5,292 
3.382 
1,910 

12,279 

FIT S 

31-03-04 31-03-03 
ROE . 23.4 19.1 
Efficiency ratio 43.2 43.3 
NPL rat io (Nonperforming assetsfrotal risks) 4.06 5.52 
Coverage ratio 154.3 148.2 

(1) In Ihc second quar:cr of 2003.82 6 billion wcrc tnn3ftrred frum Lhc Rctail Banking in Srraii and Pwtugal area (Asset Maiagcnicnt  and Privatt Bankinyl 
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The Americas business area includes the hanks, 
pension-fund managers and insurance companies of the 
HKVA Group on that continent. It also incorporatcs the 
international private banking business that inc.1udt.s 
Andorra, Miami and Switzerland. With the relative 
nornialisation of Argentina: it IiRs beioine possihlc to 
report its results under this Area again, Lifter some years 
during which it was included undcr Corporate Activities. 

The economic environincnt has becn noticeably more 
buoyant in LO04 than over the last two ycars. 
Significantly higher economic growth is forecast and 
inflation is cxpccted to stay under control. interest rates 
are low throughout nearly all the Latam countries, 
although thrre are some signs of volittility, especially in 
Mcxico. In this context, the Area is aiming to focus on 
the Group's strcrngesr points: boosring synergies bctwcen 
different units, gaining market sharc. controlling costs 
and tnaiiirdining good risk quality. 

Although cxchangc ratcs with the euro have levellcd out 
this quarter, their impact is still prescnt in year-on-year 
comparisons. 'I'hc att:ichcd tablcs thus includc variations 
at  current and at  constant ratcs. Uiilrss otherwise 
indicatcd, any rcfcrcnce to variance will he a t  constant 
rates, which are morc significant for analytical pwposcs. 

In the first quarter, rcvcnues rose more than zosrs, with 
operating profit increasing 9.7%. Lower provisionitig 
requirements due to a fitlling NPI.. ratio boosted profit 
after tax to  296 million curos, wirh R year-on-year 
increase of 26.2%. As the greater control over Bancomer 
has reduced minority shareholdings, attrihutahlc profit 
(220 niillion euros) is 54.2% highcr than in the same 
period ot 200.3 at constant exchange rates (+35.7Y0 at 
curretit ratcs). Of this, Mexico recorded 132. million: 
bmks in America 60 million; pensions and i twrance  in 
Anicrica 14 million; and ititcrnational private hauliing 14 
niillion euros. 

. *  Ihc most outstanding characteristic of the business 
astiviry has been the progressive upturn in growrh rates. 
Total lending cxcluding 13ancoiner's old mortgage 
portfolio and doubtful loans, has risen 1U.2!% BS 

compared to 6.8% growth in I>eccmher 2003. Total 
cusromcr deposits, thc aggregate of current and savings 
accounts, rrpos placed through thc branch network and 
mutual funds havc grown 9.7% (+7.4"/u 1:ist l>cccinbec). 
Assets administered by pension-fund managers have gone 

up  I I .4% and insuraucc companies 1i;ivc written 24.8% 
more business in premiums. 

Net interest income was 699 niillion curos (7.?% more 
than in rhe first quimer of 2003) despite large falls in 
interest rates ~ c i o s s  the region, cspcsially i n  Mcxico 
and \ " a x l a .  Fee income, tneanwhilc, rccordcd 
year-on-year growth of 12.7%, thc highest in reccrit 
quarters, as the implemenration of spccific plans are 
bearing Fruit. Net ti-ading income rectched 54 million 
curos, although this \vas 14.5% below rhc exscptiotially 
high figure for the firsr quarter of 200.3, when thr 
impact of the dollar cxcharigc. rate with local currcncics 
was esperially, riiarked in Argcntiiia and Uruguay. This 
meant ordinary revenues were I , I  79  million curos, 
in  crensi n g 8.2 % . 

Costs, including depreciation and others, went up 6.7%. 
The increase in ovrrheads was mainly srt-up iosrs for tlic 

Regional I>ata Processing Centre in Monterrey, which 
will permit savings and efficiencies i n  the longer tcrni 
and bririg down depreciation charges. 

Thus. operating profit has shown a yrx-on-yex growth 
of Y.7% (12.9% cxcluding net trading income) and the 
cost-incomt. riitio continues ro improve (at 43.2% AS 
compared with 43.3% in the first quarter of 2003). 
Especially gratifying is die recurrence ratio (fees over 
costs). which rose to  83.6% froin 79.1 Yo in tlic same 
period last year. 

Below thv operating profit line, note should he taken of 
tlic 43.9% rcduction in loan provisioning 8s well as 2Y%J 
growth in extraordinary earnings, AS risk quality 
improved throughout rhe entire region, covcragc ratios 
rcinaincd high and  there was no nerd to rcpcat the 
extraordinary, lion-rccurrcnt provisioning some countries 
had made in the first quarter of last year. Indccd, thc 
non-performing loan ratio for the area (h'P1.s as a 
percent,igc of total risk) went down to 4.06%, against 
4.46% at ycar-end 100.3 and 5.52% at 31-Mar-0.3. Thc 
reductions were especiitlly riiarkcd in  h1exic.o (down to  
3.63% froin 4.4.5'X :it .Y -Mar-(t3), and in Venezuela 
(4.10'4) froin 8.46%). ,Ilc.anwhile, thc coverage ratio w a s  

154.3"/0, showing year-on-year improvement of 6.1 
points; in kiexico it was 2 3 8 . 2 % .  

After tax, net profit grew 26.2%. With thc rcdiiction in 
minority holdiiigs after last year's acquisitions and the 
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Business areas 
America 

Memorandum item: Mexico Banking in America 

ta a t  constant k a t  constant 
1004 Bb exchange rater 1 a04 9b exchange rates 

9.0 ' [3;s)"""" 441 (8.71 7.9 244 
2q' ME 

~~ 

Net fee income 264 (4.0) 13.5 76 14.1 25.9 
706 (7.01 9.9 320 12.6 

Net trading income 
~ R D I N A R Y  REVENUES 

20 n.m. n.m. 22 (61 -6) (57.6) 
726 (4.7) 12.6 342 (9.4 I .8 

Personnel costs (162) (11.6) 4.5 (89) (7.6) 3.8 
General expenses (125) (6.0) 11.1 (83) 0,9 13.5 
GENERAL ADMINISTRATIVE EXPEN I 13.71 

(28) (14.4) 1.2 24.9 39.9 
1 (15.71 ~ (4.8) 

by the equity method - n.m. n.m. 1 282.4 323.9 

Depreciation and amortization (28) (13.9) 1.7 (17.6) (11.2) 

Amortization of goodwill - - - - 
Net income (loss) from Group transactions - - - - 
Net loan loa provisions (79) (36.3) (24.7) (8) (85.8) (84.0) 

(62) 122.1 162.5 19 n.m. n.m. 
243 10.5 30.6 156 160.0 200.2 

n.m. 
79.5 1 
31.3 

a 60 117.0 151.7 

NC 
EUROS) 

Bb a t  constant 
31-03-04 Wo cambio constantc 

Total net lending 12.858 (7.6) 7.1 

Liquid assets 10,492 (11.8) 2.3 
Inter-area positions 144 n.m. n.m. 
Property and equipment and intangible assets 1,297 (15.9) (2.5) 
Other assets 2,689 (54.3) (47.0) 
TOTAL ASSETS/LIABILITIES AND EQL~~R 9,249 BO) 5.6 

Debt securities 776 (14.6) (0.9) 
Equity 3,059 11.8 29,7 

Shareholders' funds 3,045 98.8 130.5 
Other eligible funds 14 (98.8) (98.6) 

Liauid liabilities 9,563 12.9 30.9 

Securitics portfolio 21,769 4.5 21.2 

Deposits 30,751 (10.7) 3.5 

Inter-area positions 144 161.1 202.8 
Other liabilities 4,956 (33.7) (23.1) 

Mutual funds 5,364 8.1 25.3 

Customtr portfolios" 7,048 0.8 16.9 
Pension funds. 6.563 5.4 22.2 

Bb a t  constant 
31-03-04 Bi, exchanae rates 

11,433 (7.4) (0.7) 
5.1 73 10.7 20.3 
3.766 17.0 40.6 

28 21 9.9 286.3 
593 (24.5) (18.5) 

1,231 (1 4.4) (1 0.9) 
22,225 (1.1 1 7.8 
14,834 2.5 12.2 
1,300 95.2 93.9 
1,641 (1 .e) 8.5 
1,264 (0.1) 9.5 

376 (7.1) 5.1 
2,863 (2.5) 5.6 

43 11 8.4 123.6 
1,543 (43.21 (37.7) 

1,095 25.1 31.3 

1 52 (3.8) 26.2 

- - - 

31-03-04 31-03-04 

ROE 25.4 19.9 
Efficiency ratio 39.5 
NPL ratio (Nonperforming assetsflotal risks) 3.63 
Coverage ratio 238.2 

50.2 
5.1 3 
84.5 
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recent tcndct offer over H;iiiconicr shares, at tr ibut~blc 
profit rose to the already mentioned figure of 54.2%. 

In Mexico, the macmeconomic environment was marked 
by volatilc short-term interest rates, althougti they 
finished the quarter at  more or less the same lcvcl as at  
the end of last year. This volatility has not prevented the 
Group's earnings i n  hkxico  from continuing the upward 
pattern of recent qu;utcrs. I-hus, after-tdx profit was 
167  million euros, 20.8% more than in the first quartcr 
of  2003, and attributable profit WAS 131 million 
(+hl .h%),  or even +3h.8% a t  current exuhangr ratrs). 
banking optrations accounted for  100 million; pension 
fund management for 24 million and insurancc business 
for X million euros. 

Net-intercst income was 441 rnillion curos, growing 
7.9% year on year. It should be noted that the average 
level of interest rates in the first quarter of 200.3 w . 3 ~  

nearly 4 perscntagr points higher than at  present. Thus, 
incrcasecl income is entirely due to managcmcnt of 
pricing and sprraris over recent years and r o  a significant 
iiicreasc in business volumes. 

Total customer deposits (traditional f u n d  gathering. r e p s  
placed through thc branch network and mutual funds) 
increased 11.8% (10.0% in December 2003). Their 
structure also improved with thc exccllcnt pcrforniancc of 
lower-cost products (sight and savings accounts in pesos). 
which grew 19.1% against March 2003. 

Total lending rose 7.1% year on year, while lending 
excluding the old mortgage portfolio a n d  doubtful loans 
was up 27..5%, as compared to 14.6% at  31-12-03. As in 
previous quarters, thc. most dyiiamic pcrformaricc s m e  
from consumer lending :and cards, with a conihincd 
increase of 34.2%. Commcrcid lcnding increased 8.496, 
whilc mortgage loans grew 11.4% against M : m h  2003. 

Net fee income remains buoyant, reaching 264 million 
euros, with year-on-year growth of 13.5%. Thosc from 
the traditional banking business have grown 17.2?:0, 
while those from Afore tiancomer h a w  held up despite 
tlir sluggish growth of the Mexican job niarkct. h'et 
tradiiig income showed excellent growth followilig on 
from a low figure i n  the s:line period o f  the previous year. 

Administrativc costs continued to grow at a modcratc 
pace. 'Ihus. thc cost-income ratio has continued to 

improve (.39..5% a s  opposed to 41.4% in the first quarter 
of 2003), while the percentage of costs covcred by iccs 

WRS 9 2 . 3 4 ,  compared with 87.3% in  the first quarter of 
2003. 

A11 this generated an operating profit of 383 million 
euros, with year-oti-year growth of 18.9% or even 0.6% 
at currcnt cxchangc ratcs, despite the peso wcakcning 
against the ruro. The incrrased operating profit led into 
a 20.8%) growth in profit ;tftcr-tax, because provisioning 
and extraordinaries as a whnle were at  similar levcls to 
the first quarter of 200.3. L d y ,  atiributable profit grew 
61.6%, as mcntioncd. due IO the increase in the 
Rancomcr holding, up from 55.4% in the first quarter of 
2003 to 99.4% on 31-Mar-04 8s a result of acquisitions 
made last year and thc take-over of Rancomer's 
minoritics this quartcr. 

The most relevant aspects of activity in the rest of the 
countries o w  this period wcre a s  follows: 

Banco Provincial de Venezuela obtained ;in attributable 
profit of 22 million euros (97.3%) growth :It constant 
exchange rates). This was helped by incrrascd fcc income 
and the positive contribution of lower provisioning arid 
extraordinaries givcii the high lcvel of cxisting coverage 
of noli performing loans. Net interest inmnie went down 
only moderately, offsetting the country's plumrneting 
interest rates with significant volume growth, whilc costs 
grew below inflation. 

BBVA Chile maintained dynamic prrformance in activity, 
incrcasing attriburable profit 30..3'!<l to 7 millioii euros. 
This was hrlped by increasd net fcc incomc (18.2%) 
and greater net trading income, which offser the lower 
net interest income obtaincd in a scenario of falling 
interest rates year on  year. Meanwhile, AFP Provida 
rttnrdcd increasing fec income and it highcr coutrihution 
of its portfolio of investmetits, alrhoLig1i attribntable 
profit ( 2  million curos) was brought down bv AII 

cxtraordinarv debit for insurance costs that had risen 
beyond the covered rario. This was due to 3 decision to 
apply the priniiple of accounting prntlcncc nnd regularise 
expired and payable outstanding po1isic.s with onc singlc 
charge. 

nailso Chtincnral  do  Pcrli contriliutcd An attribut:tl)lc 
profit of S million c u m ,  with 73.1 '!O ycar-on-year 
growth, resulting from higher revenues and better cost 
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Business areas 
America 

control (operating income increased 13.2%) alongside 
lower provisioning requirenients as asset quality 
continucd to improve. AHJ Horizoncc obtained ~ i i  

attrihutablr profit of 3 million euros, new l3usiness 
ourstripping the loss of insurau~u-cc-)tnpan!. fecs imposed 
by nuw regulations. 

In Colnmhia, Banco Ganadcro enjoyed its bcst quartcr 
on record, with attributable profit of 9 million curos. as 
cornpared with nei losses of 8 million in the first quarter 
of 2003. The implcnientatioti of ics husincss plan. with 
excellent price management boosted net-inrerest income 
by lh.3‘%, year o t i  !car. This, along with hcttrr cost 
control, Ird to an  increase of 48.6% in its optrating 
profit. AH’ Horizontc and tlic C:olombian itisurance 
coinpanics also contributcd 2 million c u m  to 
attributable profit. 

‘Ihr difficult interest rate environment ate into HBVA 
Puerto Rico’s net-interest income, whiih dropped 3.4‘!/0 
year on ycar. Noiiethcless, the good perfornmancc of fee 

income, lower costs and l o w v  provisioning nccds 
enabled pre-tax profit to grow 7.2%, but a signifiiarit 
rise in [;xes. left attrihucablo profit at  8 millioti e lms.  

In Argentina, a s  the financial industry cmcrged from the 
worst of its two-ycar crisis, Banco FraticPs’ not inrcrcsr 
income grew rhanks to the policy it pursued in 2003, 
which significantly reduced the cost of futids in a context 
of slow lending growth. hddrd to whiih, the drive IO 
increasc transactional business lcd to a 41 ‘3, risc in fee 
income, while costs were kept under strict control. 
Furthermore, effective risk rnanagenient arid recoveries 
resulted in a positive contribntion of thc NP1.s provision 
irctn BS iwct  quality improvcd and had Jcbts M‘CK 

recovered. All this Icd to ;in attriburablc quarterly profit 
of S million curos plus ;I furthcr 3 million obtained by tlic 

Consolidar Group in rhe pension and insnrance business. 

From thc othcr countries, I’anama rccordcd an 
attiibutnhlc profit of 4 million euros, and Paraguay of 2 
million eiiros (+.30.1%). 
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Business areas 

Corporate Activities 

INCOME STATEMENT 
LMILLDN EUROS) 

1 a04 Bo 1 a03 

N F  INTEREST IN 
Net fer income 77.8 

CORE REVENUES 
Net trading income 

ORPINARY REVENUES 
Personnel costs 
General expense! 

(471 
76 

(49.0) 
(4.51 

(93) 
79 

Es 0 0 
Dcprtciation and amortization (341 (9.11 (37) 
Other operating income and expenses (41 (1 9.6) (51 

WhNG PROFIT (1281 (24.7) (1 701 
Net income (loss) from companies accounted for 

by the equity method 92 n.m. 7 
Amortization of goodwill (131) 0.5 (130) 
Net income (loss) from Group transactms 192 (0.81 194 
Net loan loss provisions (361 21 9.6 (111 
Net extraordinary income [loss) (71 1 n.m. (1 71 

PRE-TAX PROFIT 
Corporate incume tax 

NET PROFJT 0 el @M 6 6 )  
Minority intcrests 9 n.m. (35) 

NET ATTRIBUTABLE PROFIT (9) (89.9) (911 

>PLANCE SHEET5 
IHIUION EUROS) 

31 -03-04 
Total net lending (1,8261 
Securities portfolio 29,996 
Liquid assets (1 7.353) 
Inter-area positions 11,690 

1,542 Property and equipment and intangible assets 
Other assets 10,327 

c 
(29.3) 
27.1 
25.4 
(2.01 
(3.5) 
80.0 

TPlAL ASSETS/LIAB&lTIES AND EQuIVv *^ 34.375 30.0 

Deposits 
Debt securities 
Equity 

Shareholders' funds 
Other eligible funds 

Liquid liabilities 
Inter-area positions 
Other liabilities 

(3,9971 39.1 

8.233 14.1 
3,150 13.0 
5,083 14.9 

23.170 (6.5) 

- 
6.970 

" 

31 -03-03 
(2,581) 

23,598 
(1 3,837) 
11,925 
1,597 
5.736 

26,4@2%*<>: 

(2,873) 
24,779 

7,213 
2,788 
4,425 - 

- 
(2.681) 
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Business areas 
Corpora (e Activities 

This arca comprises the (;roup's holdings in  large 
industrial sorpor;ttions and financial institutions; the 
activitics and carnings of rhc corporate support units such 
as the Assets and Liabilities Coniniittec; and otlier 
activities that, dus to thcir narurc, catmot be assigned to a 
particular business art:a. 'The latrcr includc country-risk 
provisioning and amortisation o f  goodwill (oxccpr that 
relatcd to business projects within the Wholesale banking 
Area). As previously explained, the r e d t s  of C;roup 
companies registered in Argentina are now includcd in tlic 

rlmericas Arca rather thati in chis area :xiid thc 200.3 
figures have been adjusted to makr them comparable 
Chup-wide. 

A comparison of this area's quarterly iricoirie statrrricnt 
against thc sarnc yuartcr last ycar highlights first of all, 
rhc improvement in the net intcrest income (from 
-76 niillion euros to -17 million euros in this quarter), 
mainly due to management of interest-rare risk, liquidity 
and higher dividends, arid secondly, an increase in income 
from cotnp:inics carried hy the equity mctbod due to 
higher contributions from stakes held in other companies 
and the abscncc of negative co r r~c t io i i~  to  their profit 
statements of tbc previous year; these were significant 
a m o u m  in 2003. All this resulted in atcributable net 
profit for the arca of -Y million curos, comparcd to 
-91 million euros in the first quartrr of 200.3. 

-. I he large industrial corporations unit basically manages 
the holdings in Telcfirnica, I<cpsol atid Iberdrola, which 
inakc up 94% of total holdings. Attributablc nct profit 
this quartrr was 85 million euros, against a loss of 57 
million curos in chc comparable period a ycar bcforc. The 
switch from loss to profit was mainly duc to the ncgxive 
adjustments io 7003 brought aboirt by che ristateinerir oi 
2002 carnings (-96 million curos). I C  WAS :dso clue to these 
companies' greater earnings in this quarter and to the 
iiicrtasc in net trading income which contributed with 1 ? 
million euros. 

The financial holdings unit recordcd the incotnc from chc 
sale of Banco Atlintico (218 rnillion euros) in the first 
quarter of thc year. hi the first qusrter of last year, 216 
million euros were recorded undcr this item ;is thc capital 

gain corresponding to the cash amouiit rcceivcd during 
the CrGdit Agricole take-over of C;ri.dit Jgorinais. A t  

present, thc most significant holditigs tnariagcd by rhc 
unit are BNL and Bradesco. 

The Assets and I.iahilitics (hnmi t tcc  managcs thc 
Group's interest r x e  and exchange rate risks, Grvup's 
liquidity and sharcboldcrs' equity, Net interest iucome 
and net trading income togzther m o u n t  to 146 million 
euros, cotnpared to 92 million in the first quarter of 
2003. The increase is driven by hedging and active 
niariagement of the portfolio covrring structural interest 
rate risk, which amounts to 2.7.5 billioii curos at the end 
of M m h  ('lh,b.iO million at 31-3-03). 

kurthcrmorc, exchangc-rxc bcdginp ttmsactioiis now 
protect more than XO% of book-valuc in the Atncricas 
and 8.3% of BBVA I3ancomer's book-value nfter the 
acquisition of minority holdings. 

'Tlic Corporate Activities Area includes personnel and 
administrative costs, Jepreciation and orher operating 
costs gcncrarcd by central corporate units. It also 
absorbod other costs of ~ i i  insritutional nature that 
cannor. bc assigned to a particular area (corporate 17' 
cost$, severance payments, ctc). '1-tic total for chcse i tems 

(156 million euros rhis quarter) is similar to the previous 
ycar. 

Amortisation of goodwill arising from rhe Group's 
invcscnimts and holdings in L.atin-American affiliates 
came to 1.31 million euros (similar to tlic same quarter of 
200.3). However, its composition has changed a s  

Bancomer's amortisation increased while that of 
industrial corporations declined as a result of chc 
divestment programme. 

l.astly, it should be pointed out that thc business volume 
figures tot thc i<ct,til, W'holesale and the Americas areas 
record intergroup rrmsactiwis iis :in integral part of thcir 
activities and business management. All intcrgroup 
trmsactions elimiriated during consolidation are assignc.d 
to thc ( h p o r a t e  Activitirs Area arid thcrcforc sonic itcrns 
on its balance sheet may cont.lin ncgnrive aniounts. 
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SECTION IV: GENERAL INFORMATION 

GENERAL INFORMATION 

1. Listing 

In connection with the application to list the Notes on the Luxembourg Stock Exchange a legal notice 
relating to the issue of the Notes and copies of the constitutional documents of the Issuer will be deposited 
with the Luxembourg Trade and Companies Registrar in Luxembourg (“Registre de Commerce et des 
Sociktks”) prior to the listing o f  the Notes on the Luxembourg Stock Exchange where such documents may 
be examined and copies obtained. 

2. Authorisation 

The issue of the Notes have been duly authorised by resolutions of the Board o f  Directors of BCFL passed 
on 18 April 2001. The listing of the Notes has been authorised by the Issuer as of [Listing date - 11 

The giving of the Senior Guarantee by the Guarantor has been duly authorised by resolutions of the Board of 
Directors of the Guarantor passed on 25 May 1995,21 March 1996, 19 June 1997,20 January 1998,23 
March 1999 and 21 March 2000. 

The giving of the Subordinated Guarantee by the Guarantor has been duly authorised by resolutions of the 
Board of Directors of the Guarantor passed on 21 March 2000. 

All consents, approvals, authorisations or other orders of all regulatory authorities required by the Issuers 
and/or the Guarantor under the laws of the Cayman Islands and Spain, respectively, have been given for the 
issue of Notes and for the Issuers and the Guarantor, as the case may be, to undertake and perform their 
respective obligations under each of the Programme Agreement, the Agency Agreement, the Notes, the 
Deeds of Covenant, the Senior Guarantee and the Subordinated Guarantee. 

3. Euroclear and Clearstream, Luxembourg 

The Bearer Notes have been accepted for clearance through the Euroclear and Clearstream, Luxembourg 
systems. The appropriate Common Code and ISIN for each Tranche of Bearer Notes will be specified in the 
applicable Pricing Supplement. Bearer Notes may be held through additional or alternative clearing systems 
in which case the appropriate information will be specified in the relevant Pricing Supplement. Transactions 
will normally be effected for settlement not earlier than three days after the date of the transaction. 

4. Significant and material adverse change 

There has been no significant change in the financial or trading position of the Issuer or of the Guarantor and 
its subsidiaries, taken as a whole, since 3 I March 2003 and there has been no material adverse change in the 
financial position or prospects of BCFL or of the Guarantor and its subsidiaries, taken as a whole, since 
3 1 December 2003. 

5. Litigation 

There are no, nor have there been any, legal or arbitration proceedings (including any such proceedings 
which are pending or threatened of which either of the Issuers or the Guarantor and its subsidiaries is aware) 
which may have or have had during the twelve months prior to the date hereof a significant effect on the 
financial position of the relevant Issuer, or the Guarantor and its subsidiaries taken as a whole. 



6. Auditors 

Deloitte & Touche Espaila, S.L. (registered as auditors on the Regisfro Oficial de Auditores de Cuenfas) 
have audited the accounts of the Guarantor which have been prepared in accordance with generally accepted 
accounting principles and practices in Spain for the financial year ended 3 1 December 2003 and 2002. 

The auditors’ reports for the financial years ended 3 1 December 2003 and 2002 were issued without 
qualification. 

AS at the date of this Listing Particulars the Issuer has published the financial statements covering the period 
I January 2002 to 3 1 December 2002. Deloitte & Touche, Independent Auditors, as auditors of BCFL, have 
audited the accounts of BCFL which have been prepared in accordance with generally accepted accounting 
principles and practices in the United States of America for the financial year ended 3 1 December 2002, 
without qualification. 

7. Documents available for Inspection and Collection 

From the date hereof, for so long as any of the Notes remains outstanding, copies of the following 
documents (and translations thereof, where necessary) will, when published, be available for inspection and 
collection from the registered office of the s u e r  or the Guarantor and from the specified office of the Paying 
Agent in London and the specified office of the Luxembourg Listing Agent in Luxembourg: 

(i) the constitutional documents of each Issuer and the Guarantor (plus English translations thereof); 
(ii) the annual report and accounts of the Guarantor and its subsidiaries in respect of the financial years 
ended 3 1 December 2003 and 2002 (plus English translations thereof); 
(iii) the annual report and accounts of BCFL in respect of the financial years ended 3 1 December 2002 and 

2001; 
(iv) the most recently published annual report and account of the Issuer (interim financial statements are not 
published by the Issuer) and the most recently published annual report and accounts and unaudited 
quarterly interim financial statements (in English translation) of the Guarantor and of the Guarantor and 
its subsidiaries, taken as a whole, from time to time; 
(v) this Listing Particulars and; 
(vi) any subscription agreements. 

8. Subscription of the Notes 

Each Dealer has agreed, and each other Purchaser will be required to agree, that it will (to the best of its 
knowledge and belief) comply with all applicable laws and regulations in force in any jurisdiction in which it 
purchases, offers or sells Notes and will obtain any consent, approval or permission required by it for the 
purchase, offer or sale by it of Notes under the laws and regulations in force in any jurisdiction to which it is 
subject or in which it makes such pruchases, offers or sales and neither the Issuers nor the Guarantor nor any 
Dealer shall have any responsibility therefor. 

None of the Issuers, the Guarantor and the Dealers represents that Notes may at any time lawfully be sold in 
compliance with any applicable registration or other requirements in any jurisdiction, or pursuant to any 
exemption available thereunder, or assumes any responsibility for facilitating such sale. 
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