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BBVA Research Section |
Development of financial markets in Latam and the involvement of pension funds in the

diversification of portfolios.

Investment Funds

Long Term . .
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Section |

Development of financial markets in Latam and the involvement of pension funds in the
diversification of portfolios.

Investrrllent F_IL_lndS The savings channeled through pension funds can generate positive
Infrostuctire effects on national economies.
Projects in Latin Example: Chile’s pension funds are increasingly contributing to the
America: the case . : .
of pension funds financing of the real sector in the economy.

Percentage of stock market capitalization in
Chile represented by pension funds

Percentage of funds invested in the
business sector

16%

15%

14%

13%

12%

11%

10%

1988
1990
1992
1994
1996
1998
2000
2002
2004
2006
2008
1981 |*
1981
1981 |+
1981

1981
1981
1981
1981
1981
1981
1981
1981
1981
1981

Source: Superintendencia financiera y World development indicators Source: Superintendencia Financiera

BEVA age 4




BBVA Research

Section Il
The current role of investment in infrastructure projects in pension fund portfolios.

Investment Funds Another relatively recent example is the possibility that pension funds
g Term supplement the public funding of infrastructure, particularly in LATAM
Projects in Latin because of their backwardness relative to other regions

America: the case
of pension funds

Relationship of Competitiveness and Infrastructure

120 The lack of infrastructure investment
provokes competitiveness problems

Official estimations calculate investment
needs of 4% of annual GDP for the
following years
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But the international investment inflows
have been reduced drastically

Competitiveness Position

Source: Superintendencia financiera y World development indicators

BoVA page s

BBVA Research

Section Il
The current role of investment in infrastructure projects in pension fund portfolios.

-Asse)ts invested in infrastructure allow optimal long-term portfolio planning (Inderst,
009).

*We expect that Pension Fund participation in infrastructure investment will reduce
political and regulatory risks. (Vives, 2000).

=The right design of long-term project finance investment offers a good relationship
between return/risk.

=Pension Fund investments in the same country considerably reduce some financial risks,
for example with exchange rate fluctuations.

=Public opinion could be more favorable of PPF management if they invest in infrastructure
projects which improve the quality of life
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Section Il
The current role of investment in infrastructure projects in pension fund portfolios.

=Consolidation of fiscal budget, by facilitating resources for other social expenses,
or for reducing fiscal pressure.

=Improvements of the economic efficiency and efficacy in the budgetary process,
by allocating the infrastructure costs to beneficiary/users.

=If the public budget is not able to execute the project because of cyclical
problems, the private sector participation could compensate.

=Higher probability of quality improvements and cost reductions due to more
transparency and efficient projects managed by the private sector.
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Section Il
The current role of investment in infrastructure projects in pension fund portfolios.

HOWEVER, THE LAST INVESTMENT DECISION IN
INFRASTRUCTURE ASSETS SHOULD BELONG TO THE
PPF AS A RESULT OF A COMPREHENSIVE ANALYSIS OF
THEIR OPTIMAL PORTFOLIO MANAGEMENT
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Section Il
The current role of investment in infrastructure projects in pension fund portfolios.

The current investment situation in
infrastructures

Source: SEE BBVA. Datos a septiembre de 2009
(1) (electricity, water, telecominications)

(2) weight average by each Siefore investment
(3) December 2008

BoVA page s

BBVA Research

Section Il
The current role of investment in infrastructure projects in pension fund portfolios.

Indirect Investment of Pension Funds in the Infrastructure Sector in CHILE

e Pension Funds invest in infrastructure by purchasing financial instruments, such as stocks or bonds,
issued by companies.

Pension Funds Investment in Shares and Bonds of Chilean Infraestructure Companies

At 29 May 2009
Shares Bonds Total
USD million % Pension Funds| USD million % Pension Funds| USD miillion % Pension Funds
Electricity 5 4,85 5.90 2133 2.29 7618 8.19
Telecommunications 864 0.93 325 0.34 1189 1.27
Gas and Water 329 0.36 833 0.85 1162 1.21

Note of caution: Purchasing these types of financial instruments is not considered funding
new projects that will increase or improve existing infrastructure, except when it is first
issued.
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Section Il
The current role of investment in infrastructure projects in pension fund portfolios.

Direct Investment of Pension Funds in the Infrastructure Sector in CHILE

Pension Funds Investment in Infraestruture Bonds

At May 2008

BOND NAME Date of M $ USD % issued

issue amount
SOC. CONCESIONARIA RUTAS DEL PACIFICO 2002 155,143 33%
SOC. CONCESIONARIA AUTOPISTA DEL SOL 2002 & 2006 139,822 52%
SOC. CONCES. AUTOPISTA LOS LIBERTADORES 2003 & 2007 53,229 27%
SOC. CONCES. AUTOPISTA INTERPORTUARIA 2006 8,871 21%
AUTOPISTA DEL MAIPO SOC. CONCESIONARIA 2004 & 2006 212,851 43%
TALCA-CHILLAN SOC. CONCESIONARIA 1998 & 2005 162,486 34%
RUTA DEL BOSQUE SOCIEDAD CONCESIONARIA 2001 & 2006 199,759 52%
RUTA DE LA ARAUCANIA SOC. CONCESIONARIA 2000 125,126 £4,2%
SCL TERMINAL AEREO SANTIAGO S.A. SOC. CONCES. 2004 104,273 84%
SOC. CONCESIONARIA AUTOPISTA CENTRAL 2003 257,180 47%
SOC. CONCESIONARIA VESPUCIO NORTE EXPRESS S.A. 2004 301,906 45%
SOC. CONCESIONARIA COSTANERA NORTE 2003 155,317, 39%
SOC. CONCESIONARIA AUTOPISTA VESPUCIO SUR S.A. 2004 80,651 39%
TOTAL 1,956,612 4,2%

SOURCE: SUPERINTENDENCIA DE PENSIONES

Chilean pension funds held over 42% of the bonds issued as of May 2008 .
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Section Il
The current role of investment in infrastructure projects in pension fund portfolios.

Indirect Investment of Pension Funds in the Infrastructure Sector in COLOMBIA

Indirect Infrastructure Investment of CPFs
(% of Total Portfolio) . . .
1. Increased indirect investment due

to different types of new securities

(% Portafolio Total) in the market.
2004: 0.45% of Total
jun-08 dic-08 Portfolio (COP 115 billion)
2008: June 19.4% of total
Debt Equity Total Debt Equity Total portfolio, December 17.1%
Water 0,7% 0,0% 0,7% 0,4% 0,0% 0,4% ) R
Communications 0,8% 0,2% 1,0% 0,8% 0,2% 1,0% 2. Greater. Welght of stocks I.n.
comparison to debt securities.
Electric 3,1% 4,7% 7,7% 4,2% 3,4% 7,6%
Energy 06% | 83% | 89% | 06% | 65% 7.0% 3. The sectors with the greatest
Mortgage securitization 0,2% 0,0% 0,2% 0,3% 0,0% 0,3% part|C|pat|0n Elite th_e electric and
-~ 0.5 0006 N 0106 . energy sectors, which reached
oads ) ) y , i
- - - - 2 2 7.6% and 7% of the total
Total 6,3% | 13,1% | 19,4% | 7,0% | 10,1% 17,1% investments at the end of 2008,

respectively.
Fuente: ASOFONDOS

Direct Investment in infrastructure by PFAs does not exist In Colombia .
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Section Il
The current role of investment in infrastructure projects in pension fund portfolios.

Investment of Pension Funds in the Infrastructure Sector in Mexico
Due to its investment regime, the Afore System has mainly supported indirect investments in
infrastructure.

In 2009, however, direct investments in infrastructure were allowed in the Afore System
through structured notes.

Oustanding debt of the Public Sector in Investment in infrastructure through structured notes
Infrastructure by sources of financing % of total portfolio

% of total 2009 Pension Fund |Up to January 2010 [Maximum exposure allowed
SB1 0 -
SB2 0.7 5.0
Pension funds SB3 1.5 10.0
(Siefore) SB4 1.6 10.0
22% SB5 15 10.0
System 1.2

Source: ERD BBVAwith CONSAR data

Source: ERD BBVA with CONSAR data
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Section Il
The current role of investment in infrastructure projects in pension fund portfolios.

Indirect Investment of Pension Funds in the Infrastructure Sector in PERU

This investment represents most of the amount invested by PFAs in infrastructure

(approximately 77.4%b, or USD 2,413 million, of the total USD 3,117 million) (two different sorts of transactions)

1) Purchases of bonds or debt instruments issued by companies related to those who
participate in infrastructure projects (this represents 95% of the indirect investments by
PFASs). It is worth mentioning that investments in these companies are not necessarily
directed towards investment in infrastructure development.

2) Purchase of participation bonds from infrastructure investment funds:

L] SAFI AC Capitals Funds: Investment in this fund has grown significantly over the last few years
from USD 12 millions at the end of 2005 to USD 100 millions in December 2008.

. Infrastructure fund: At the beginning of 2009, Peru's Government authorized the establishment
of an infrastructure investment fund with an estimated USD500 million of total capital. PFAs will
contribute USD 300 million, making them the main funding source.

L] Infrastructure investment fund trust: In June 2009, the PFA Association formalized the creation
of an Infrastructure Investment Trust (USD 300 million) by the four PFAs of the Peruvian
Private Pension System.

BBVA Page 14




BBVA Research

Section Il
The current role of investment in infrastructure projects in pension fund portfolios.

Direct Investment of Pension Funds in the Infrastructure Sector in Peru

Direct investment reflects the purchase of debt instruments or bonds issued by concession companies of
infrastructure projects

PFA: Participation in main infrastructure projects June 2009

Invested amount
[v)
June 2009 Total% Investment

Sector .
(USD mill.) in infraestructure

Company

Peru Enhanced Pass Infrastructure 342 11.0%)
Through Direct investment in
Transportadora de
Gas del Perd Energy and Petroleum 136 4.4% infrastructure reached
- USD 700 million or
Pluspetrol Camisea |Energy and Petroleum 91 2.9%) 22.6% of the total
Concesion N amount invested in
Transvase Olmos Water and Sanitation 63 2.0%| infrastructure
Esgade Energia del Energy and Petroleum 58 1.9%
Consorcio Agua Water and Sanitation 11 0.3%)
Azul
Consorcio Energy and Petroleum 1 0.03%)
Transmantaro
Source: Superintendency of Banking, Insurance and Pension Funds , June 2009
[ﬁﬁaorated by: ERD BBVA
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Section 1l
Why increase the participation of pension funds in this type of infrastructure?

Opportunity cost of not investing in infrastructure

by PPF
2020 2030 2040 2050 2005-2050
difference in % with present trend (GDP per capita) Discount Present Value/GDP (2005)
dif en % Mexico 08% 10% 11% 1,1% 24,1%
dif en % Chile 18% 2,7% 32% 3,6% 89,3%
difen % Colombia 09% 14% 18% 2,2% 49,1%
dif en % Peru 16% 23% 3,0% 3,6% 103,3%

Fuente: SEE BBVA
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Section IV

Current trends in legislation and their impact on funds and the economy.

Constraints in México

Problems for finding good projects
due to the concessions Law.

e Afragmented legal body among different
economic sectors, levels of government and
agencies in the central government.

e Public-Private Partnerships are not part of
the Concessions Law. In November 2009 a bill
was sent to Congress to provide an ad hoc
regulation.

e  Contracting authorities are generally subject
to regulatory restrictions limiting their ability
to agree on the extent of risk allocated
between parties.

e  State and local budgetary laws do not entitle
the contracting authority to make long-term
commitments.

BBVA

Constraints in Colombia

Problems in the regulatory
framework

oThe performance of studies before bidding
and development of projects has not been
emphasized enough.

oSearching for economies of scale in order to
avoid fragmentation.

oContracts should correspond to twenty year
periods or more.

oln the case of road concessions, tolls should
be considered a source of income incentives
rewarding self-financing capacity. Re-
negotiation must only be allowed in very
extreme cases.
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Section IV

Current trends in legislation and their impact on funds and the economy.

Constraints in Chile

Weak aspects of the Legislation

The bilateral renegotiation between the ministry
and the private company awarded the contract is
not sufficiently constraintive, as it does not
guaranty competitive results, reduce adverse
selection or encourage accountability.

BBVA

Constraints in Peru

Problems in the administrative
framework

eDelays in the concession processes affect the
length of the project. In a sample of six
projects, the average duration is more than
five years.

eInefficient cost/benefit analysis of the
projects

eInnovation of financial assets related to
infrastructure projects other than
infrastructure funds and bonds.
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Section IV

Current trends in legislation and their impact on funds and the economy.

Pension funds have the resources to help finance infrastructure.

If given the necessary and sufficient risk/return, this asset class would be very attractive for the

AFPs, because they allow portfolio diversification and are conveniently adjusted according to
the timing of the affiliate’s life cycle.

Although significant progress has been made in recent times (especially in Chile and Peru),
many countries need reforms in the various phases of the concession process for the projects
to be attractive to private investors, and in particular to the AFP.

The opportunity cost of not carrying out these reforms is quite high in the region in terms of
GDP growth
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Disclaimer

*AVISO LEGAL

+Este documento, asf como los datos, opiniones, en el mismo, han sido elaborados por Banco Bilbao Vizcaya Argentaria, S.A. (en adelante "BBVA *), con la finalidad
de proporcionar a sus clientes informacion general a la fecha de emision el mforme y estan sujetas a cambio sin previo aviso. BBVA no asume compromiso alguno de comunicar dichos cambios ni de actualizar el contenido
del presente documento.

-Ni el presente documento, ni su contenido, constituyen una oferta, invitacién o solicitud de compra o suscripcion de valores o de otros ode 6no 6n de ni pueden servir de base
para ningtin contrato, compromiso o decision de ningun tipo.

+El inversor que tenga acceso al presente documento debe ser consciente de que los valores, instrumentos o inversiones a que el mismo se refiere pueden no ser adecuados para sus objetivos especificos de
inversion, su posicion financiera o su perfil de riesgo ya que no han sido tomadas en consideracién para la elaboracién del presente informe, por lo que debe adoptar sus propias decisiones de inversion teniendo

en cuenta dichas y el especifico y que pueda ser necesario. EI contenido del presente se basa en que se estiman para el
piiblico, obtenidas de fuentes que se consideran fiables, pero dichas informaciones no han sido objeto de verificacion independiente por BBVA por o que no se ofrece ninguna garantia, expresa o implicita, en cuanto a su
precision, integridad o BBVA no asume alguna por cualquier pérdida, directa o indirecta, que pudiera resultar del uso de este documento o de su contenido. El inversor debe tener en cuenta que la

evolucion pasada de los valores o instrumentos o los resultados histéricos de las inversiones, no garantizan la evolucién o resultados futuros.

«El precio de los valores o instrumentos o los resultados de las inversiones pueden fluctuar en contra del interés del inversor e incluso suponerle la pérdida de la inversi6n inicial. Las transacciones en futuros,
opciones y valores o instrumentos de alta rentabilidad (high yield securities) pueden implicar grandes riesgos y no son adecuados para todos los inversores. De hecho, en ciertas inversiones, las pérdidas
pueden ser superiores ala inversién inicial, siendo necesario en estos casos hacer aportaciones adicionales para cubrir la totalidad de dichas pérdidas. Por ello, con caracter previo a realizar transacciones en
estos instrumentos, 10s i deben ser desu de los derechos, y riesgos que incorporan, asi como los propios de los valores subyacentes a los mismos. Podria
no existir mercado secundano para dichos instrumentos.

“BBVA 0 cualquler otra entidad del | Grupo BBVA, asi como sus respectivos directores 0 empleados, pueden tener una posicion en cualquiera de los valores o instrumentos alos que se refiere e\ presente documento, directa o
con los mismos; pueden negociar con dichos valores o instrumentos, por cuenta propia o ajena, senvicios de otros servicios al emisor de
ichos valores o Inetrumentos, & empresas relationatias Con 105 Mem0S o & SUS cEionStas, drecives o mploados y PUSEN lener Iniereses o Ievar a cabo CualesdLiora ransacaiones o dichos Valores o mStrumentos o
inversiones relacionadas con los mismos, con caracter previo o posterior a la publicacion del presente informe, en la medida permitida por la ley aplicable.

+Los empleados de los departamentos de ventas u otros departamentos de BBVA u otra entidad del Grupo BBVA pueden de mercado, 0 por escrito, o estrategias de inversion a los
clientes que reﬂejen opinones conrarias a las expresadas en el presente documento; asimismo BBVA o cualquier otra entidad del Grupo BBVA puede adoptar decisiones de inversion por cuenta propia que sean

en el presente documento. Ninguna parte de este documento puede ser (i) copiada, fotocopiada o duplicada en ningin modo, forma o medio (i) redistribuida o (ii) citada,
sin el permiso prewo por escrito de BBVA. Ninguna parte de este informe podra reproducirse, llevarse o transmitirse a aquellos Paises (0 personas o entidades de los mismos) en los que su distribucion pudiera estar
prohibida por la normativa aplicable. El incumplimiento de estas restricciones podra constituir infraccion de la legislacion de la jurisdiccion relevante.

-Este en el Reino Unido G aaquellas personas a quienes puede dirigirse de acuerdo con la Financial Services and Markets Act 2000 (Financial Promotion) Order 2001 y no es para su
entrega o distrbucion, drecta o indirecta, a ninguna otra clase de personas o entidades. En particular el presente documento tnicamente se dirige y puede ser entregado a las siguientes personas o entidades (i) aquellas que
estan fuera del Reino Unido (i) aquellas que tienen una experiencia profesional en materia de inversiones citadas en el articulo 19(5) de la Order 2001, (iii) a aquellas con alto patrimonio neto (High net worth entities) y a
aquellas otras a quienes su contenido puede ser legalmente comunicado, incluidas en el articulo 49(1) de la Order 2001.

-Ninguna parte de este informe podra reproducirse, llevarse o transmitirse a los Estados Unidos de América i a personas o entidades El de estas podré constituir infraccién de la
legislacion de los Estados Unidos de América.

+El sistema retributivo delllos analista/s autor/es del presente informe se basa en una multiplicidad de criterios entre los cuales figuran los ingresos obtenidos en el ejercicio econémico por BBVA e, indirectamente, los
resultados del Grupo BBVA, incluyendo los generados por la actividad de banca de inversiones, aunque éstos no reciben compensacin basada en los ingresos de ninguna transaccién especifica de banca de inversiones
*BBVAy el resto de entidades del Grupo BBVA que no son miembros de la New York Stock Exchange o de la National Association of Securities Dealers, Inc., no estan sujetas a las normas de revelacion previstas para dichos
miembros.

~“BBVA esta sometido al c6digo de conducta de los Mercados de Valores del Grupo BBVA, el cual incluye, entre otras, normas de conducta establecidas para prevenir y evitar conflictos de interés con respecto
alas recomendaciones, incluidas barreras a la informacién. El Cédigo de Conducta en los Mercados de Valores del Grupo BBVA esté disponible para su consulta en la direccion Web siguiente: www.bbva.com
/ Gobierno Corporativo”.
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