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Summary

In this watch, we examine China-Latin America economic ties and explore ways to deepen integration between the
two under the One Belt One Road (OBOR) initiative. Our analysis also includes the use of Big Data to measure
media coverage and sentiment on news related to OBOR and Chinese infrastructure investments in Latin America.

While Latin American (Latam) countries are currently not members of OBOR, China’s impact on Latam’s regional
development has been significant over the past decade. China has emerged as amongst the key trade partner and
investment source for several countries in Latam.

On the flipside, heavy dependence on commodity exports has made Latam vulnerable to a slowdown in China’s
growth and its rebalancing efforts. With regards China-Latam investment links, Chinese foreign direct investments
(FDI) in Latam aren’t uniform, still relatively muted and largely concentrated in the region’s natural resources sector.

As Latam looks to gain deeper access to key Asian markets in the wake of US protectionism, the OBOR platform
would enable China to better promote its financial institutions and trade integration strategy across Latam.

Our Big Data analysis shows that for OBOR, the media sentiment is more positive in places where the proposed
economic corridors will be located. Furthermore, we find that the evolution of media sentiment related to Chinese
investment in infrastructure has improved across all Latam countries in 2017 compared to 2015.

OBOR's contours have been left flexible by design with investments spanning beyond the infrastructure sector.
This presents an opportunity for Latam to 1) sustain its commodity export demand, 2) reduce commodity
dependency, boost productivity, move up the export value chain and 3) enhance bilateral financing from China.

Latin America needs to focus on regional integration if it wants a stronger economic and political basis to negotiate
with Asia under the OBOR framework. Forming a clear strategy and mutual negotiating positions is essential for
Latin America to fully benefit from its integration with Asia.

Although substantial benefits could accrue for Latin America from participation in the OBOR initiative, there exist
significant economic, financial and technical obstacles to deeper integration between China and Latam, which
need to be addressed.
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One Belt One Road and Latin America

The One Belt One Road (OBOR) initiative announced in 2013 has provided an overarching framework for China to
achieve its global ambitions, both at the economic as well as strategic level (Read our previous report on progress &
prospects of OBOR). As China’s President Xi Jinping’s signature move, OBOR essentially characterises Chinese
outbound investment aimed at strengthening intra-regional integration between China and countries in Eurasia and
beyond. So far, covering close to 70 countries across Asia, Africa, Middle East, Europe and Oceania, OBOR countries
account for about 33% of global GDP, 66% of global population, and 25% of global foreign investment flows. As such,
it aims to strengthen China’s economic leverage by underpinning demand for domestic goods, services and capital.
China’s large industrial overcapacity in the wake of on-going economic rebalance, tested expertise in infrastructure,
capital account surplus and efforts to secure food and energy resources are well complemented by the need to
address infrastructure and funding constraints in most recipient countries of OBOR.

Using Big Data and information from the media (GDELT"), we measure the media coverage and sentiment on news
related to the OBOR initiative. Results show that media sentiment is more positive in places where the proposed
economic corridors will be located (Figure 1).

Figure 1 China’s One Belt One Road Initiative. Media coverage and sentiment
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1: Further information on the database can be found in Leetaru, Kalev and Schrodt, Phillip3 (2013), in the project website or in BBVA Research Digital Economy Outlook
Dec 15, Big Data to track geopolitical and social events
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Latam countries are currently not members of OBOR. That said, China’s impact on Latam’s regional development has
been significant over the past decade. The region’s trade growth with China has outstripped that with rest of the world
since 2000. Natural resources account for largest share of China’s imports as well as direct investments into Latam.
Its exports to China are mainly characterized by primary products, such as crude oil, iron and steel, copper, solid fuels,
scrap aluminium, precious metals, meat, etc. With regards Chinese investments, between 2015-2016, Latam
accounted for 14% share in direct investments in energy sector from China while its share in transportation and metals
was 8%.

Latam’s involvement in the OBOR initiative can provide several benefits for the region. OBOR's contours have been
left flexible by design with investments spanning beyond just the infrastructure sector. This presents an opportunity for
Latam to 1) sustain its commodity export demand along OBOR, 2) reduce its commodity dependency, boost
productivity and move up the export value chain and 3) increase opportunities for bilateral financing from China. The
heavy dependence on commaodity exports has made Latam vulnerable to a slowdown in China’s economic growth and
its rebalancing efforts. In this context, and also in the wake of heightened concerns over protectionist actions from the
Trump administration, OBOR participation would help create room for more balanced development in Latam
economies. Reassuringly, we find that the evolution of media sentiment of Chinese investment in infrastructure has
improved across all Latam countries in 2017 compared to 2015 (Figure 2).

Figure 2 Media Sentiment on Chinese investment on infrastructure (in terms of change from 2015 to 2017)
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Note: Refer to Figure-1 for color label. Source: BBVA Research and www.gdelt.org
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On the flipside, while substantial benefits could accrue for Latin America from participation in the OBOR initiative,
there exist significant economic, financial and technical obstacles to deeper integration between China and Latam,
which need to be addressed. Below, we examine China-Latam economic ties in greater detail and explore ways to
deepen integration between the two under the OBOR initiative.

Examining China-Latin America trade and investment links

Over the past decade, China has emerged as amongst the key trade partner and investment source for several
countries in Latam. The region’s trade with China has boomed over the past decade (See Figure — 3). Amongst Latam
economies (See Figure — 4), the share of total trade with China is highest for Chile (25%), followed by Peru (22%),
and Brazil (18%). Structural factors define the China-Latam trade pattern. China’s quest for mineral resources and
food security makes Argentina, Brazil, Chile and Peru an attractive destination given their vast agriculture and mineral
resources. Their exports to China are mainly characterized by primary products. On the other hand, Mexico’s large
manufacturing sector makes it a direct competitor of China, which, in part, explains their relatively weak trade linkage.

Latam, given its dependence on commodity exports and a high trade imbalance with China (trade deficit of roughly
$80 bn with China in 2016), is especially vulnerable to a potential growth deceleration in the middle kingdom. While
China is, by far, Latam’s biggest trade partner in Asia, Latam-China trade has slowed markedly over the past three
years led by falling commodity prices and sluggish growth. While Latam’s total trade with China stood slightly shy of
$250bn in 2016, average annual bilateral trade growth with China has fallen from +30% yy between 2003-2013 to -5%
yy between 2014 and 2016. Similar trends are evident in Latam’s trade growth with other major economies in Asia
such as Japan, South Korea and India.

Figure 3 Latin America’s trade with major Asian Figure 4 China’s share of total trade and exports by
economies Latam economies
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With regards China-Latam investment links, Chinese foreign direct investments (FDI) in Latin America, aren’t uniform
and still relatively muted when compared to other Asian investors such as Japan. Amongst Latam countries, Brazil is
the largest recipient of investment from China, with an aggregate $45 bn in announcement investments since 2005
(Figure - 5), followed by Peru ($17 bn), and Argentina ($10 bn). Reflecting a similar trend, Chinese financing in Latin
America has not been uniform either. While Chinese state owned banks have lent in excess of $140 bn to Latam since
2005, bulk of Chinese financing has been to Venezuela ($62 bn), followed by Brazil ($37 bn), Ecuador ($17 bn) and
Argentina ($15 bn). Mexico and Columbia, in particular, have received very little financing since 2005 ($1 bn for
Mexico).

Japan tops Asia as the largest source of FDI into Latam with investments totaling $65 bn between 2013 and 2015.
Importantly, 78% of Japanese FDI in Latam was in more labor intensive and productive sectors such as manufacturing
and services. In comparison, China’s FDI inflows into Latam have been relatively muted at $11 bn during the same
period. More so, bulk of China’s FDI into Latam is in the region’s energy sector with 16% of China’s FDI into
manufacturing and services sector (Figures — 6 and 7). Even South Korea’s FDI inflows into Latam during 2013-15
beat China’s at $13 bn with 81% of FDI in manufacturing and services sector. Furthermore, the nature of Chinese
investments in Latin America’s energy sector have so far been mainly concentrated in state controlled administrations
such as Ecuador and Venezuela, where Chinese SOE’s deal directly with the respective governments.

Figure 5 China’s aggregate bank financing and foreign Figure 6 China’s FDI inflows into Latam have mainly
direct investments (FDI) in Latam from 2005 to 2016 concentrated in energy and metals sector
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OBOR framework to help fast-track Chinese Premier Li’s proposed “3x3” Model that
aims to boost China-Latam collaboration on production capacity

Realizing the need for China and Latam to expand cooperation beyond just trading commodities, in mid-2017,
Chinese Premier Li proposed a “3x3” model for boosting China-Latam collaboration on production capacity in new
fields such as logistics, infrastructure, energy and information (Figure — 8). The three-pronged model involves — 1)
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meeting domestic demand in Latam through three passages of logistics, power and information, 2) following the rules
of market economy and cooperating to achieving positive interaction among enterprises, society and government, 3)
expanding the three financial channels of funds, credit and insurance. Potential involvement of Latam economies in
the OBOR framework should help fast-track implementation of the “3x3” model and in turn make bilateral ties between
China and Latam far more resilient.

Importantly, China may be willing to foot a greater share of the financing bill of infrastructure projects in Latam if Latin
countries show greater openness to OBOR. A case in point is the railway project linking the Brazilian port of Santos
and Llo in Peru, which promises to transform trade links across Latam by linking the Atlantic and the Pacific by
reducing time required for cargo from Brazil to reach the Pacific by nearly four weeks. The project is estimated to cost
$13 bn to $15 bn and could carry 10 million tonnes of cargo each year. The project has received the backing of Peru,
Paraguay, Bolivia and Argentina, while Brazil seems less forthcoming given its uncertain fiscal situation. Brazilian
soya and iron-ore producers stand to benefit from the project. Brazil is China’s biggest supplier of Soya. China’s quest
to secure food and energy resources explains its keenness to improve access with Latin America and back
multinational infrastructure projects across the region. In this regard, recent years has seen big Chinese engineering,
procurement and construction companies increasing their presence in the region (See Table - 1). Latin American
economies are looking at Chinese finance for large multinational infrastructure projects that would enhance physical
integration of Latam economies.

Figure 8 China’s Premier Li’s “3x3” model for China

Figure 7 Share of China’s FDI in Latam across sectors . .
Latam production cooperation

Proposed by China’s Premier Li Keqgiang in 2017
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OBOR could better enable Latam to tap Asia in wake of rising US protectionism

Prospects of deeper integration between Asia and Latin America have increased in the wake of protectionist rhetoric
and actions by US President Donald Trump. Under Trump’s leadership, US administration has abandoned the Trans-
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Pacific Partnership (TPP) agreement, of which Mexico, Chile and Peru were a part; NAFTA renegotiations process
has been rocky, escalated threats of unilateral action to reduce US trade deficits, criticised WTO’s dispute settlement
process and the new US Tax reforms bill includes several protectionist overtures. Such actions upend economic ties
between the US and Latam economies, particularly Mexico, Chile, Colombia, Peru, Bolivia and Uruguay. These
economies have close ties with the US — most have a Free Trade Agreement with the US - and are strong supporters
of the global trade order. The recent shifts in US foreign policy strategy towards greater protectionism and the related
concerns over global economic instability has provided an opportunity for China to promote itself as the torch bearer of
globalization, free trade and open markets. In fact, our analysis of the Spanish media suggests that media coverage
has increased and sentiment has improved in Latam countries about Chinese investment in infrastructure across
Latam if we compare news media one year after Trump’s election as US President on 8th November 2016 to that in
the year before (Figure 9). However, this improvement in sentiment is not observed at the global level (Figure 10).

Figure 10 Media sentiment over the world on Chinese
investment on infrastructure in Spanish media
(normalized)

Figure 9 Media sentiment on Chinese investment on
infrastructure in Latam in Spanish media
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Note: Refer to Figure-1 for color label. Source: UN Comtrade, IMF, Haver

Analytics, BBVA Research Source: UN Comtrade, IMF, Haver Analytics, BBVA Research

As Latam looks to gain deeper access to key Asian markets in the wake of US protectionism, the OBOR platform
would enable China to better promote its financial institutions and trade integration strategy across Latam. The OBOR
framework would help streamline the influence on Chinese financing in Latam. China led Asian Infrastructure
Investment Bank (AlIB) and the New Development Bank (BRICS Bank) present an alternative development funding
source for Latin America at a time when the Trump Administration eyes international financial institutions such as the
World Bank and IMF with suspicion. Besides, Chinese policy banks can exploit untapped financing opportunities
across Latin America. In this regard, China and Mexico formed a joint fund for infrastructure projects in late 2016.
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Further Chinese policy banks are looking at deepening participation in infrastructure projects, including ports,
highways, railways in Argentina, Brazil, Colombia and Peru. The China Development Bank (CDB) and China Export-
Import Bank have invested an aggregate $25 bn in Brazil since 2015.

OBOR would also underpin Chinese FDI into Latam, which remains modest so far and heavily skewed towards the
energy sector as explained earlier. Reassuringly, off late, Chinese FDI in manufacturing, particularly automobiles,
have seen a modest pick-up. Chinese automakers JAC Motors, BAIC and Chery have set up production plants in
Brazil and Argentina. Last Feb, JAC motors announced $212 mn investment in Mexico. Domestic investments in
manufacturing sector should help improve China’s image in Latam, which helps ease concerns that Chinese
competition hurts Latam’s domestic manufacturing sector.

Table 1 Presence of big Chinese engineering, procurement and construction companies in Latam

International
Chinese EPC Contractor Presence in Latin
company Ranking as per America
Global Revenues

Activity

China Communications
Construction Company 3 Brazil, Mexico, Caribbean
Limited (International)

Specializes in projects such as ports, roads, bridges,
railways, and dredging.

Argentina, Bolivia, Ecuador, State-run ECP contractor involved in development of

Power Construction 11 Honduras, Venezuela. 10% of energy, transportation and waterworks project
Corporation of China its act|V|t|eLsatthr<T|]ng place in including design, consulting.

In 2017, entered into

agreement with Sigdo Contractor in international projects and engaging in
China Railway Group 20 Koppers for rallvyay systems  investment and financing management. Offers_ export
upgrading, building new credit, package loan for resources projects, bilateral
metro lines, and tunnels in and multilateral cooperation.
LatAm.

China National Machinery Industrial projects, agricultural projects, water

23 Venezuela

Industry Corporation engineering projects, and communications projects.
. . . Project integration, new energy industry and resource
China Metallurgical Group 49 Bolivia, Venezuela development.
China Civil Engineering Project contracting, civil engineering design, real
) : 60 Ecuador : b
Construction Corporation estate development, and also trading services.
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Deeper integration within Latam is key to ensure that the region benefits from OBOR

With Asian economies enjoying relatively robust growth, closer Asia-Latam trade links can serve as a tailwind and
promote sustainable growth for Latin American economies, which face sluggish growth and high political uncertainty.
Latam economies will look at OBOR as a means to enhance market access to Asia’s largest economies, particularly in
areas where Latam has a comparative advantage such as food products and processed metals. That said, Latin
America needs to focus on regional integration if it wants a stronger economic and political basis to negotiate with
Asia. Forming a clear strategy and mutual negotiating positions is key for Latin America to fully benefit from its
integration with Asia. In this context, enabling closer linkages between Latin America’s two main trading blocs,
MERCOSUR (Argentina, Paraguay, Brazil and Uruguay, with Venezuela recently suspended) and the Pacific Alliance
(Mexico, Chile, Peru, and Colombia), through regional agreements could strengthen Latin America’s integration with
Asia. Internal divisions amongst Latam countries into the two distinct groups — Pacific Alliance and MERCOSUR -
hamper deeper integration among member countries and constrain their ability to negotiate trade deals with Asia as a
bloc.

Latam economies need to build a consensus position on regulatory standards, customs norms and rules of origin
before negotiating with Asian partners. Such common stand on market access issues would strengthen their
bargaining position with Asia. Furthermore, deeper integration within Latam would also ensure a broader and more
effective spillover of benefits of OBOR and Latam-Asia trade investment links across Latam. Recent political
developments in Brazil and Argentina, characterized by more business-friendly administrations, promises closer
linkages between the Pacific Alliance and MERCOSUR. A series of high level official meetings between the two
groups underscores this hope.

Latam’s interest in Asia’s regional trade agreements suggests its keenness to
participate in OBOR projects

Latam’s rising interest in trade agreements involving Asian economies underpins the prospects of Latam’s
participation in OBOR related projects going forward. The Regional Comprehensive Economic Partnership (RCEP)
which includes all major Asian economies (10 ASEAN economies and Australia, China, India, Japan, South Korea and
New Zealand) has recently seen interest expressed by Chile, Mexico and Peru. Furthermore, the Pacific Alliance has
signed a cooperation agreement with ASEAN covering wide range of policy areas, in turn paving the way for a
potential trade deal in the future. In addition, while Argentina and Brazil are, so far, keeping their distance from TPP
renegotiations, various alternatives for a revamped TPP are seeing different subsets of Latam economies willing to
participate. Latam’s active involvement in OBOR projects, should, in turn, further promote such multilateral trade
negotiations between Asia-Latam and strengthen trade and investment integration.

Latam’s potential involvement in the One Belt One Road initiative holds much
promise, although not without its share of challenges

Substantial benefits could accrue for Latin America from participation OBOR initiative although the economic, financial
and technical obstacles are significant as well. Host country circumstances play an important role in determining the

China Economic Watch / January 2018 9



BBVA ‘ Research

success rate of China's foreign investments along the OBOR. Frail fiscal finances and parlous political situation in
some Latam economies, particularly Brazil and Venezuela, would undermine Latam’s wholehearted participation in
OBOR in the near term. As a key source of funding for OBOR, Chinese financial institutions thus have a credit risk
exposure from implementation risks in such countries with a weak credit matrix, which could erode banks’ asset
quality and increase contingent liabilities for the Chinese government. All in all, Latam’s future involvement in the One
Belt One Road initiative holds much promise, although not without its share of challenges and caveats. Technical
issues such as economic viability, engineering and environmental assessment are equally crucial for commencement
of infrastructure projects in Latam. Environmental threats as well as high construction costs, have, in the past,
rendered potential multinational infrastructure projects in Latam impractical despite their benefits.

China Economic Watch / January 2018 10



BBVA ‘ Research

IMPORTANT DISCLOSURES

The BBVA Group companies that have participated in preparing or contributed information, opinions, estimates, forecasts or recommendations to
this report are identified by the location(s) of the author(s) listed on the first page as follows: 1) Madrid, London or Europe = Banco Bilbao Vizcaya
Argentaria, S.A., including its E.U. branches (hereinafter called ‘BBVA’); 2) Mexico City = BBVA Bancomer, S.A. Institucion de Banca Mdltiple,
Grupo Financiero BBVA Bancomer (hereinafter called ‘BBVA Bancomer’); 3) New York = BBVA Securities, Inc. (hereinafter called "BBVA
Securities"); 4.) New York Branch = BBVA, New York branch; 5.) Lima = BBVA Continental; 6.) Bogota = BBVA Colombia S.A.; 7.) Santiago =
BBVA Chile S.A.; 8.) Hong Kong = BBVA, Hong Kong branch, 9.) Istanbul = Garanti Securities.

For recipients in the European Union, this document is distributed by BBVA, a bank supervised by the Bank of Spain and by Spain’s Stock
Exchange Commission (CNMV), and registered with the Bank of Spain with number 0182.

For recipients in Hong Kong, this document is distributed by BBVA, which Hong Kong branch is supervised by the Hong Kong Monetary
Authority.

For recipients in Mexico, this document is distributed by BBVA Bancomer, a bank supervised by the Comision Nacional Bancaria y de Valores de
México.

For recipients in Peru, this document is distributed by BBVA Continental, a bank supervised by the Superintendencia de Banca, Seguros y
Administradoras Privadas de Fondos de Pensiones.

For recipients in Singapore, this document is distributed by BBVA, which Singapore branch is supervised by the Monetary Authority of Singapore.

For recipients in USA, research on products other than swaps, or equity securities and equity derivatives prepared by BBVA, is being distributed
by BBVA Securities, a subsidiary of BBVA registered with and supervised by the U.S. Securities and Exchange Commission and a member of the
Financial Industry Regulatory Authority (‘FINRA”) and the Securities Investor Protection Corporation. U.S. persons wishing to execute any
transactions should do so only by contacting a representative of BBVA Securities in the U.S. Unless local regulations provide otherwise, non-U.S.
persons should contact and execute transactions through a BBVA branch or affiliate in their home jurisdiction.

Research on swaps is being distributed by BBVA, a swaps dealer registered with and supervised by the Commodity Futures Trading Commission
(“CFTC”). U.S. persons wishing to execute any transactions should do so only by contacting a representative of BBVA. Unless local regulations
provide otherwise, non-U.S. persons should contact and execute transactions through a BBVA branch or affiliate in their home jurisdiction.

Research prepared by BBVA on equity securities and equity derivatives is being distributed by BBVA to “major U.S. institutional investors” based on
an exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). BBVA is not
a registered broker-dealer in the United States and is not subject to U.S. rules on preparing research or independence of research analysts.

BBVA and BBVA Group companies or affiliates (art. 42 of the Royal Decree of 22 August 1885 Code of Commerce), are subject to the BBVA Group
Policy on Conduct for Security Market Operations which establishes common standards for activity in these entities’ markets, but also specifically for
analysis and analysts. This BBVA policy is available for reference at the following web site: www.bbva.com.

Analysts residing outside the U.S. who have contributed to this report may not be registered with or qualified as research analysts by FINRA or the
New York Stock Exchange and may not be considered “associated persons” of BBVA Securities (as such term is construed by the rules of FINRA).
As such, they may not be subject to FINRA Rule 2241 or 2242 restrictions on communications with subject companies, public appearances and
trading of securities held in research analysts’ accounts.

BBVA is subject to a Internal Standards of Conduct on the Security Markets, which details the standards of the above-mentioned overall
policy for the EU. Among other regulations, it includes rules to prevent and avoid conflicts of interests with the ratings given, including
information barriers. This Internal Standards of Conduct on the Security Markets is available for reference in the ‘Corporate Governance’
section of the following web site: www.bbva.com.

BBVA Bancomer is subject to a Code of Conduct and to Internal Standards of Conduct for Security Market Operations, which details the
standards of the above-mentioned overall policy for Mexico. Among other regulations, it includes rules to prevent and avoid conflicts of
interests with the ratings given, including information barriers. This Code and the Internal Standards are available for reference in the
‘Grupo BBVA Bancomer’ subsection of the ‘Conécenos’ menu of the following web site: www.bancomer.com.

BBVA Continental is subject to a Code of Conduct and to a Code of Ethics for Security Market Operations, which details the standards of
the above-mentioned overall policy for Peru. Among other regulations, it includes rules to prevent and avoid conflicts of interests with
the ratings given, including information barriers. Both Codes are available for reference in the ‘Nuestro Banco’ menu of the following web
site: https://www.bbvacontinental.pe/meta/conoce-bbva/.

BBVA Securities is subject to a Capital Markets Code of Conduct, which details the standards of the above-mentioned overall policy for
USA. Among other regulations, it includes rules to prevent and avoid conflicts of interests with the ratings given, including information
barriers.

Exclusively for Recipients Resident in Mexico

BBVA Bancomer acts as a market maker/specialist in: MexDer Future Contracts (US dollar [DEUA], 28-day TIIEs [TE28], TIIE Swaps, 91-day CETES [CE91]),
Bonos M, Bonos M3, Bonos M10, BMV Price and Quotations Index (IPC), Options Contracts (IPC, shares in América Movil, Cemex, CPO, Femsa UBD, Gcarso Al,
Telmex L) and Udibonos.

BBVA Bancomer, and, as applicable, its affiliates within BBVA Bancomer Financial Group, may hold from time to time investments in the securities or derivative financial
instruments with underlying securities covered in this report, which represent 10% or more of its securities or investment portfolio, or 10% or more of the issue or
underlying of the securities covered.

China Economic Watch / January 2018 11


http://www.bbva.com./
http://www.bancomer.com/
https://www.bbvacontinental.pe/meta/conoce-bbva/

BBVA ‘ Research

DISCLAIMER

This document and the information, opinions, estimates, forecasts and recommendations expressed herein have been prepared to provide BBVA
Group’s customers with general information and are current as of the date hereof and subject to changes without prior notice. Neither BBVA nor any
of its affiliates is responsible for giving notice of such changes or for updating the contents hereof.

This document and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to any securities or other instruments, to
undertake or divest investments, or to participate in any tradlng strategy. Neither shall this document nor its contents form the basis of any contract,
commitment or decision of any kind.

Investors who have access to this document should be aware that the securities, instruments or investments to which it refers may not be
appropriate for them due to their specific investment goals, financial positions or risk proflles as these have not been taken into account to prepare
this report. Therefore, investors should make their own investment decisions considering the said circumstances and obtaining such specialized
advice as may be necessary. Other than the disclosures relating to BBVA Group, the contents of this document are based upon information
available to the public that has been obtained from sources considered to be reliable. However, such information has not been independently
verified by BBVA or any of its affiliates and therefore no warranty, either express or implicit, is given regarding its accuracy, integrity or correctness.
To the extent permitted by law, BBVA and its affiliates accept no liability of any type for any direct or indirect losses or damages arising from the use
of this document or its contents. Investors should note that the past performance of securities or instruments or the historical results of investments
do not guarantee future performance.

The market prices of securities or instruments or the results of investments could fluctuate against the interests of investors. Investors should be
aware that they could even face a loss of their investment. Transactions in futures, derivatives, options on securities or high-yield securities can
involve high risks and are not appropriate for every investor. Indeed, in the case of some investments, the potential losses may exceed the amount
of initial investment and, in such circumstances; investors may be required to pay more money to support those losses. Thus, before undertaking
any transaction with these instruments, investors should be aware of their operation, as well as the rights, liabilities and risks implied by the same
and the underlying securities. Investors should also be aware that secondary markets for the said instruments may not exist. Before entering into
transactions in futures, derivatives, or options, investors should review all documents on disclosures for risks of investing in options and/or futures at
the following websites:

Options - http://www.finra.org/Industry/Regulation/Notices/2013/P197741
Futures - http://www.finra.org/Investors/InvestmentChoices/P005912

BBVA or any of its affiliates’ salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to its
clients that reflect opinions that are contrary to the opinions expressed herein. Furthermore, BBVA or any of its affiliates' proprietary trading and
investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. No part of this document
may be (i) copied, photocopied or duplicated by any other form or means (i) redistributed or (iii) quoted, without the prior written consent of BBVA. No
part of this report may be copied, conveyed, distributed or furnished to any person or entity in any country (or persons or entities in the same) in which
its distribution is prohibited by law. More specifically, this document is in no way intended for, or to be distributed or used by an entity or person
resident or located in a jurisdiction in which the said distribution, publication, use of or access to the document contravenes the law which requires
BBVA or any of its affiliates to obtain a licence or be registered. Failure to comply with these restrictions may breach the laws of the relevant
jurisdiction.

The remuneration system concerning the analysts responsible for the preparation of this report is based on multiple criteria, including the revenues
obtained by BBVA and, indirectly, the results of BBVA Group in the fiscal year, which, in turn, include the results generated by the investment
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and Markets Act 2000) may otherwise lawfully be communicated (all such persons together being referred to as "relevant persons"). This document
is directed only at relevant persons and must not be acted on or relied on by persons who are not relevant persons. Any investment or investment
activity to which this document relates is available only to relevant persons and will be engaged in only with relevant persons.

BBVA Hong Kong Branch (CE number AFR194) is regulated by the Hong Kong Monetary Authority and the Securities and Futures Commission of
Hong Kong. In Hong Kong this report is for distribution only to professional investors within the meaning of Schedule 1 to the Securities and Futures
Ordinance (Cap 571) of Hong Kong. This document is distributed in Singapore by BBVA's office in this country for general information purposes and it is
generally accessible. In this respect, this document does not take into account the specific investment goals, the financial situation or the need of any
particular person and it is exempted from Regulation 34 of the Financial Advisors Regulation (“FAR”) (as required in Section 27 of the Financial Advisors
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Garanti Securities headquarters is in Istanbul, Turkey and is regulated by Capital Markets Board (Sermaye Piyasasi Kurulu - SPK, www.spk.gov.tr).
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General Disclaimer for Readers Accessing the Report through the Internet
Internet Access

In the event that this document has been accessed via the internet or via any other electronic means which allows its contents to be viewed, the
following information should be read carefully: The information contained in this document should be taken only as a general guide on matters that
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