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Favorable global market conditions drive regional growth,
which continues posting surprisingly positive results. We
raised our growth forecast for 2010 from 5.2% to 5.8%. In the
following years it will converge with potential growth, around
4.5% annually.

Inflation has surprised by falling everywhere in the region,
partly helped by stronger currencies. The forecast for average
inflation in 2010 was cut from 6.7% to 6.4%, with similar
adjustments in 2011, from 6.6% to 6.3%.

Heavy performance in the region has been reflected in
falling risk premiums, especially in relative terms, with a
considerable increase in capital inflows towards the region.

A better external scenario and capital inflows have pushed
local currencies upward, prompting most central banks to
intervene -with dubious Cess - 0 ' rkets.
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1. Global outlook: slow north, fast south

The global economy keeps growing strongly, mostly in emerging countries, whereas cyclical and
financial concerns dominate advanced economies

Global growth continues to be strong, and is expected to reach 4,7% in 2010, and 4,1% in 2011 (Chart
1), mostly unchanged with respect to our forecast three months ago. This encouraging performance is
mostly due to strong outturns in emerging economies, which have been less affected by the financial
crisis, as their banking sector was in very good shape, and have thus recovered rapidly. In contrast,
renewed cyclical concerns in the US have joined financial concerns still dominating Europe, where
macroeconomic and financial adjustments are still underway. Thus, in line with our expected scenario,
the outlook for the next two years continues to highlight the growth gaps between the advanced north
and the emerging south (Chart 2) even if the latter also embarks on a controlled slowdown to ameliorate
the risk of overheating.

But there are also significant policy differences inside each of these groups. In the US, monetary
expansion is set to intensify in relative terms with respect to Europe (and most other countries), and
has thus been reflected in a depreciation of the dollar against the euro and complicating Europe’s
recovery. In emerging economies, a strong asymmetry in exchange rate policy between Asia and Latin
America continues, forcing the latter to bear (together with the euro) a significant part of the exchange
rate appreciation derived from renewed monetary easing in the US.

Chart 1 Chart 2
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Growth in the US will remain low given ongoing household deleveraging, but a double dip
scenario is very unlikely

Over the last quarter, relatively weak indicators of economic activity in the US have raised the specter
among market participants of a possible relapse into a recession —a double dip in economic activity—.
The weakness observed in some key sectors that had benefited directly from fiscal support through
incentives for purchases (durable goods and housing) is a strong signal that the recovery in private
sector demand is still not self sustaining. This weakness is a consequence of an ongoing household
deleveraging process and a weak labor market, which will continue to push households to save more
than what was observed since the second half of the 1990s. Even though this is to be welcomed in the
process of rebalancing growth in the US, it increases cyclical concerns since consumption (one of the
pillars of recovery in past recessions) will remain muted and only partially compensated by stronger
investment in equipment by firms and exports.

Recent concerns about the health of the housing sector are, in our view, excessive and the possibility
of a relapse into further significant real estate price drops is very small, given that prices have declined
by about 30%. There are certainly elements of concern, such as elevated house inventory levels and
the potential impact of an unexpected further supply of housing from new foreclosures, which may
come either from increased delinquencies or due to owners walking away from increasingly negative
housing equity. But there are also elements of support, such as the huge gains in housing affordability
since the crisis started and the demographic trends that should help prop up demand going forward. It
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is true that if house prices continue to decline, it might have a non-negligible impact on consumption,
but at least the banking system seems in a relatively good shape to withstand a moderate shock to
prices. All in all, the scenario of further significant price drops is highly unlikely. Instead, a period of
relatively stable house prices seems more likely, while past excesses are finally reabsorbed.

Overall, the drags on consumption and the low probability of further fiscal stimulus —out of concerns
about the size of current deficits and the political arena, especially if there is a change in the balance of
power after November’s congressional elections— will be partially compensated by recovering private
investment as sales improve and regulatory uncertainties diminish. This will imply an exit from the
crisis in the US at a pace much lower than in previous cycles (Chart 3), as we have been forecasting
for a long time. While the probability of a double dip in the US is low, in any case, the lack of strength
of domestic demand will induce the US more and more to press the rest of the world (especially
countries with a current account surplus and high domestic saving rates) to increase their demand and
contribute to the necessary global rebalancing. The renewed monetary expansion in the US can be
interpreted in this context as one way to force part of this adjustment onto the rest of the world.

Financial stress in Europe is still a source of concern, though systemic risk is lower than
before the summer. Fiscal consolidation remains crucial to sustain confidence, and will not
have a large negative impact on growth beyond the short-term

After decisive advances in fiscal consolidation, measures to provide support to distressed governments
and especially after the financial sector stress tests, there has been a qualitative change in the
dynamics of the crisis in Europe. Even if average sovereign spreads have remained relatively stable,
markets have highlighted the differentiation between sovereign assets, thus reducing the risk of a
systemic event. In addition, financial markets have started to open —though selectively— and renewed
debt issuance is a further sign of lower tensions.

Notwithstanding this, financial market stress in Europe is still the main source of risk for the region
(Chart 4) especially given the link between sovereign concerns and risks to the financial sector, given
their national and cross-border exposure. In addition, the recent strengthening of the euro means an
added challenge given that best performing economies had been supported by external demand.
This makes it more imperative to tackle decisively in the short run the sources of macroeconomic
vulnerability in the region, namely fiscal sustainability and external imbalances, as well as avoiding
further de lays in restructuring the weak part of banking systems. The key is to continue rebuilding
confidence to reduce market tensions and rebuild the autonomous strength of private sector demand.
In addition, to sustain growth in the long run, it will be crucial to undertake much needed structural
and institutional reforms, the latter especially geared towards preventing and resolving future fiscal
imbalances. The focus on structural reform more than sustaining demand has been precisely the
differentiating factor between the ECB and other central banks, prompting a less expansive stance
than the Fed.

Chart 3
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Monetary policy in advanced economies will be lax for a long time, adding pressure to exchange
rates worldwide

Prospects of very low growth and subdued inflationary pressures in advanced economies will translate
into low interest rates for a prolonged period in the three most important advanced areas (US, Europe
and Japan). However, against the backdrop of renewed cyclical concerns and the much-reduced
scope for further fiscal stimulus, markets were focused on the US embarking into a new bout of
unconventional monetary easing (so-called Quantitative Easing 2, or QE2). The expectation of this
further increase in liquidity lowered the exchange rate of the dollar across the board, including vis-a-vis
the euro. Going forward, given that most of QE2 has been already priced in by markets, euro-dollar
exchange rates will depend more on relative growth prospects (which favor the US vis-a-vis EMU)
but also on the relative perception of monetary policy in both areas and the evolution of investment
flows. At the same time, we expect appreciating pressures on emerging economies to continue due
to increased global liquidity, stronger macroeconomic fundamentals and positive return differentials
favoring renewed capital inflows.

Emerging markets face increasing policy dilemmas from strong growth, abundant global
liquidity and neighbors’ foreign exchange interventions

Emerging economies continue to grow strongly, with emerging Asia leading the world recovery. In both
Asia and Latin America, private domestic demand is taking over policy-induced stimulus as the source
of the recovery. Going forward, growth in Asia will slow down because of a reduction in momentum
from the ending of the global inventory cycle, weaker external demand and a withdrawal of policy
stimulus, thus reducing the risk of overheating. But the region will continue to contribute the most to
global growth.

Both Asia and Latin America confront increasing monetary and exchange-rate policy dilemmas,
between cooling strong domestic demand and preventing strong capital inflows and preserving
competitiveness in foreign markets. Some countries have started introducing administrative measures
to discourage strong capital inflows and some others have slowed their rate of monetary tightening.

Given the relative inflexibility of exchange rates in China (and, to a lesser extent, in the rest of emerging
Asia), Latin America is facing a significant part of the adjustment, to the point that further exchange-
rate appreciations will start to be a problem for growth. Thus, many countries in the region are weighing
further exchange rate interventions although experience shows that their effectiveness if rather limited,
contributing mostly to slow down the rise in exchange rates, but not prevent them. The risk is that
increased intervention into foreign exchange markets ends up sliding into retaliatory trade measures.
This highlights the importance of increased exchange rate flexibility in Asia (China, in particular) as a
way to provide more policy space to the rest of the world.
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2. Regional growth continues to post
surprisingly positive results

The region’s growth rates have been higher than expected, with Domestic Demand playing a
major role. The growth forecast has been increased again from 5.2% in 2010 to 5.8%

The region’s economy is still growing at a fast rate, driven by strong domestic demand. This is explained
by a recovery in consumer and investor confidence, backed by positive changes in employment and
the delayed impact of the monetary policy and a slower-than-expected withdrawal of fiscal stimulus
packages. An additional factor that is having a lasting effect is the heavy inflow of foreign capital
towards countries, in order to exploit their natural resources, especially minerals (Peru and Chile), oil,
gas and coal (Colombia, Brazil and even Venezuela), and agriculture (Uruguay).

In this respect, investment has played a leading role in driving growth, with an expected growth rate of
13.0% for 2010 for the region overall, followed by a respectable 8.7% in 2011. A look to the individual
countries reveals that Mexico strays slightly from the general rule, because its domestic demand
growth rate is still lower than the GDP growth rate, and the recovery is driven mainly by exports to the
US, which leaves this country’s cycle more vulnerable. We expect consumption to gradually start to
contribute more to growth and domestic demand to play a more important role in the coming years. In
the rest of the region, the focus is on how to avoid fast demand growth generating tensions, both in
terms of inflation and foreign accounts.

Inflation is lower, partly due to an appreciation in
currencies

As far as inflation is concerned, the news are good, since it has surprised by falling nearly everywhere.
In the aggregate we have lowered the inflation forecast for the region in 2010 from 6.7% to 6.4%, with
a similar adjustment in 2011 (from 6.6% to 6.3%). Although there is a significant disparity between
inflation levels in Argentina and Venezuela and the rest of the region, in each case stability reigns
and in general inflation has come lower than initially expected. A common factor is the appreciation of
local currencies, relieving pressure on price increases. Some currencies have experienced dramatic
fluctuations, however, including the Chilean peso, which has been very volatile during the period, in
the midst of an appreciation trend.

There is also a temporary effect due to an improvement in climate conditions for agriculture, which
lead to a drop in food prices in Brazil, Colombia and Peru. In Venezuela, an increased currency flow
towards official FX markets has improved supply conditions for food and other consumption goods,
which has had a positive impact on inflation.

Chart 5 Chart 6
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3. New challenges for economic policy

Central Banks start to withdraw monetary stimulus

In spite of good inflation results in recent months, mid-term concerns are growing due to high domestic
demand growth rates in almost every country. Argentina, Brazil, Peru and possibly Chile are getting
close to eliminating excess production capacity, which means they will need to curb growth in demand
over the coming months to avoid inflation pressures. Countries that are pursuing inflation targets have
accordingly adjusted inflation rates at a similar rate to what we predicted a few months ago. Although
rates are not yet close to neutral levels, central banks have stopped or reduced the pace of interest
rate increases earlier than we expected. For instance, Brazil left the SELIC at 10% (we expected
10.3%) and now we think that it will keep it at this level for longer, meaning that this rate will end up at
10.75% in 2011, instead of 11.5% as we expected in July. A similar situation occurred in Peru, where
increases stopped at 3% and should not go beyond 4% in 2011.

The reasons for this slowing of the monetary tightening process are twofold: firstly, low inflation rates
have reduced the urgency of this tightening process somewhat, and secondly, the external environment
of increased liquidity supply and low interest rates at very low levels for longer make very difficult for
these countries to advance further without severely compromising exchange rates. There is still a
risk that domestic demand will continue to grow at a faster rate than the economy’s potential, putting
pressure on current accounts and real exchange rates.

Chart 8 Chart 9
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Foreign accounts are starting to absorb excess
domestic demand

The dramatic rise in domestic demand has resulted in significant increases in imports, which have
suddenly taken off in almost every country and are growing at double digit levels. Venezuela is the
exception to the rule, due to limited access to foreign currency. This has not unraveled current account
balances though, due to the strong increase in commodity prices, on the one hand, and record harvests
in Atlantic basin countries after climate conditions returned to normal. In some countries we even
predict more moderate increases in current account deficits than we forecast in July.

Nonetheless, the underlying processes are different: while we expect import volumes to continue to
rise at a fast pace as a result of the growth in domestic demand and real currency appreciation,
as far as exports are concerned there is a transitory element linked to weather conditions and high
commodity prices. Changes in foreign accounts in these countries must therefore be watched closely
to detect negative results that might surpass safe levels.
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Central banks intervene to prevent “excessive
appreciation”

Dramatic currency fluctuations and the strong appreciation trend in the region have prompted central
banks and governments to step in, forcefully in some cases. This is nothing new. We saw the same
thing in 2007 and early 2008 when there was a heavy abundance of foreign currencies due to similar
reasons to what we are witnessing now: high commodity prices and excellent financing conditions.
Faced with a similar situation in 2010, most central banks have intervened by buying international
reserves, which have reached large proportions in Peru, Brazil and Argentina. Mexico has also adopted
a reserve accumulation policy as a way of reinforcing its defenses against possible future problems
with global financing availability. On the contrary, Chile has not stepped in the FX market yet, while
Colombia is intervening, but cautiously.

By way of new developments in this sense, Brazil and Peru have resorted to regulatory changes and
more reserve requirements on deposits and credits from abroad. In spite of these more active policies,
it is not clear whether the results have been very significant. In fact, we have witnessed a somewhat
low correlation between the size of interventions and changes in foreign currencies. The charts show
that Chile, for example, has seen a lower real appreciation this year than Peru and Brazil, which have
made large purchases of international reserves.

Chart 10 Chart 11
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These interventions have not come without costs: in several countries there is a large spread between
the return rates for central banks from their international reserves and the cost that they must pay for
interest on issued debt to sterilize the monetary effect of purchasing dollars (see chart 12). Here we see
how Brazil must make up for much higher losses than Mexico, with similar interventions in terms of size,
due to the greater spread between official interest rates and the hypothetical rate of return gained by
depositing new reserves at the Fed’s intervention rate. Peru has made bigger interventions with a lower
cost, also due to lower spreads.
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Chart 12
Equity losses due to sterilization of exchange rate interventions in 2010 (% GDP)
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Is it the time for fiscal policy to lend a hand?

The above results reveal that some central banks are running out of instruments to curb an excessive
currency appreciation, even going so far as to put their inflation credibility at risk. This inflation
credibility is a valuable asset, which has taken years to build, and its loss would come at a great
cost. We therefore think that fiscal policy should play a more active role in limiting the growth of
aggregate demand. Although we have seen some statements in this direction in Brazil and Peru, no
specific initiatives have been taken yet, and the budgets that have been submitted for debate and
parliamentary approval in recent months clearly show that there is not much intention to make those
changes at the moment.

This reluctance is not very surprising at a time when the government coffers are overflowing due to
high commaodity prices, strong economic growth and abundant financing availability at unprecedented
low costs. However, experience shows how important it is to establish the fiscal policy in accordance
with macroeconomic targets and not with available cash. What held true for countries like Chile in the
last two decades, and for almost the entire region in the middle of the 2008-09 recession, still holds
true in the expansive stage of the cycle. That is why we think governments should make more efforts to
adjust public spending to consolidate lower interest rates, even below their neutral rates, which would
relieve considerable pressure on exchange rates.

Chart 14
Chart 13 Credit Default Swap:
Fiscal Balance (% GDP) Spread CDS Latin America vs. Germany
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4. Risks under control regarding a
possible decline in developed countries

A relapse in developed countries would affect the
region, but to a lesser extent than in 2009

Perhaps the biggest risk that the global economy is facing today is a relapse in developed countries,
whether due to problems refinancing overdue public debt, a problem that has affected several
economies surrounding Europe since halfway through this year, or due to a worsening in credit
conditions in the United States.

A situation of this kind would affect the region due to its impact on commodity prices, and the increase
in global risk premiums, as well as to those specific to the region given its dependency on products
that would see their prices fall. As far as we see it, this shock would hit confidence and slow down
consumption and private investment in the region, but not as much as in 2008-09. The immediate
effect of this trend would be a rise in current account deficits, which as well as affecting currencies
could force a monetary contraction and even, in more vulnerable countries, fiscal adjustment. We
believe that the overall impact on the region will just be slower economic growth (between 1 and 2
percentage points less than our forecast) for one or two years, but not a recession.

Asian countries will help sustain the region’s
performance

One of the reasons why the region will be able to withstand such a shock is that the Asian countries
will maintain a fast growth pace, mainly backed by strong growth in domestic demand. We also predict
that, in an adverse scenario such as the one described above, countries like China would implement
new fiscal stimulus programs to keep up the economic growth rate. They have the resources and
motivation to do so and in the past have proven to be efficient in this area.

This “Asian connection” has been highly beneficial for Latin America in recent decades and we think that
it will continue to play a decisive role in the decades to come. In the short term this mainly is reflected
in the cycle of high commodity prices, but it is increasingly becoming important with investment flows
and by branching out to other business areas. It also represents a risk, however: as price increases in
China might cause a heavy adjustment resulting in a significant slowdown in growth in 2011, this will
inevitably cause greater adjustments in commodity prices, with a strong negative impact on current
and fiscal accounts in Latin American countries. As a scenario like this seems more plausible and
markets include it in risk premiums, pressure should be reduced on Latin American currencies and
interest rates should rise.

On the whole, the region is rather strong and has a very positive growth outlook, and we expect foreign
conditions to continue being favorable. In this environment Latin American authorities should gradually
focus their attention on implementing programs and policies that support an increase in productivity
in the respective economies, with a view to keeping competitiveness against a background of
currency appreciation.
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Table 1
GDP (% ala)

Q109 Q209 Q309 Q409 Q110Q210 Q310 Q410 Q111 Q211 Q311 Q411 2009 2010 2011
Argentina -1.8 -2.3 -4.3 0.2 5.7 9.2 8.6 8.3 6.5 41 4.6 50 -2.1 8.0 5.0
Brazil -2.0 -1.8 -1.3 4.4 9.0 8.7 71 5.3 3.6 3.7 4.5 52 -02 7.5 4.3
Chile -2.1 -4.5 -1.4 2.1 1.5 6.3 7.2 6.2 8.9 oI5 4.3 48 -15 5.4 5.8
Colombia -0.4 -0.2 0.9 3.0 4.2 4.5 5.2 5.2 6.4 6.0 4.0 4.6 0.8 4.8 5.2
Mexico -9.1 -8.5 -6.2 -2.4 4.3 7.7 4.3 3.6 4.8 3:9 &3 28 -6.6 4.5 SN
Panama 3.2 6.0 6.3
Paraguay -3.9 10.1 4.0
Peru 1.9 -1.2 -0.6 3.4 6.1 10.1 8.9 8.7 7.3 5.8 6.0 6.2 0.9 8.5 6.3
Uruguay 29 8.8 @3]
Venezuela 0.5 -2.6 -4.6 -5.8 52 1.9 -1.5 -1.0 1.1 2.0 2.0 1.5 -33 -2.3 1.7
Latin America -2.4 5.8 4.2
Source: BBVA Research
Table 2
Inflation (% yly, average)

Q109 Q209 Q309 Q409 Q110 Q210 Q310 Q410 Q111 Q211 Q311 Q411 2009 2010 2011
Argentina 6.6 5.5 5.9 71 9.0 106 1.1 1.1 111 11.0 1.1 11.4 6.3 10.5 111
Brazil 5.8 5.2 4.4 4.2 4.9 5.1 4.6 4.8 4.4 4.1 4.8 4.8 4.9 4.8 4.5
Chile 4.8 1.8 -1.9 -3.0 -0.3 1.2 2.3 2.9 3.0 3.0 3.0 3.1 0.4 1.5 3.0
Colombia 6.6 4.8 3.2 24 2.0 2.1 2.3 2.6 3.1 3.0 3.2 3.3 4.2 2.2 3.2
Mexico 6.2 6.0 5.1 4.0 4.8 4.0 3.7 5.0 3.8 41 4.6 3.7 53 4.4 4.0
Panama 1.9% 4.0* 3.3*
Paraguay 2.6 4.1 4.3
Peru 5.6 4.0 1.9 0.4 0.7 1.2 2.2 2.8 2.8 3.0 2.7 2.5 3.0 1.7 2.7
Uruguay 71 6.6 6.7
Venezuela 29.6 28.2 28.7 28.1 27.3 319 298 30.3 29.2 259 26.7 264 28.6 29.8 271
Latin America 6.3 6.4 6.3
Source: BBVA Research. *End of period.
Table 3
Exchange Rate (vs. USD, average)

Q109 Q209 Q309 Q409 Q110 Q210 Q310 Q410 Q111 Q211 Q311 Q411 2009 2010 2011

Argentina 3.54 3.73 3.83 3.81 3.84 3.90 3.94 4.01 4.11 4.21 4.31 4.42 3.73 3.92 4.26
Brazil 2.32 2.08 1.87 1.74 1.80 1.79 1.75 1.65 1.69 1.77 1.80 1.83 2.00 1.74 1.77
Chile 607 567 545 518 519 530 511 478 487 505 507 501 560 510 500
Colombia 2415 2233 2017 1965 1947 1950 1831 1780 1800 1777 1768 1790 2158 1878 1784
Mexico 1438 13.32 1327 13.06 1278 1238 1280 1210 11.83 1190 1217 1228 1351 1247 12.04
Panama 1.00 1.00 1.00
Paraguay 4967 4760 4872
Peru 3.19 3.02 2.96 2.88 2.85 2.84 2.81 2.78 2.79 2.79 2.78 2.74 3.01 2.82 2.78
Uruguay 2253 19.95 20.27
Venezuela 2.15 2.15 2.15 215 4.30 4.30 4.30 4.30 4.30 4.30 4.30 4.30 2.15 4.30 4.30

Source: BBVA Research
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Table 4
Interest Rate (%, average)

Latin Economic Outlook
Fourth Quarter of 2010

Q109 Q209 Q309 Q409 Q110 Q210Q310 Q410 Q111 Q211 Q311 Q411 2009 2010 2011
Argentina 13.29 1283 1264 10.75 9.62 956 9.77 1084 11.08 11.50 1242 13.00 12.38 10.11 12.00
Brazil 12.62 10.33 8.86 8.75 8.75 9.75 10.75 10.75 10.75 10.75 10.75 10.75 10.14 10.00 10.75
Chile 5.55 1.44 0.53 0.50 0.50 0.67 2.00 3.00 3.75 4.50 5.25 550 2.00 1.54 4.75
Colombia 8.00 5.17 4.33 3.67 3.50 3.00 3.00 3.00 3.17 3.58 3.92 433 5.29 3.13 3.75
Mexico 7.33 5.33 4.50 4.50 4.50 450 4.50 4.50 4.50 4.75 517 550 542 4.50 4.98
Panama 2.50 2.60 3.10
Paraguay 28.26  25.75 25.77
Peru 6.25 4.00 1.50 1.25 1.25 1.50 2.50 3.00 3.17 3.42 3.67 392 325 2.06 3.54
Uruguay 867 631 7.02
Venezuela 1710 1560 1452 15.05 1459 1451 14.51 1451 13.84 1350 13,50 13.50 15.57 1453 13.58
Source: BBVA Research
Table 5
Private Consumption, Government Consumption and Investment (% yly)
Private Consumption = Government Consumption Investment
(% yly) (% yly) (% yly)
2009 2010 2011 2009 2010 2011 2009 2010 2011
Argentina -4.1 7.4 6.0 7.2 8.5 8.2 -10.2 16.3 7.6
Brazil 4.1 5.9 4.2 3.7 4.0 4.3 -10.0 21.6 8.2
Chile 0.9 7.9 5.45) 6.8 4.0 4.8 -15.3 19.6 16.0
Colombia 1.1 4.1 5.2 13.0 7.3 5.7 -8.9 3.6 101
Mexico -6.2 1.9 2.6 4.9 -2.3 0.1 -15.3 6.3 9.3
Panama 3.7 3.9 4.3 3.0 3.8 4.9 -8.8 21.6 7.9
Paraguay -3.4 7.0 4.6 13.7 12.0 4.0 -1141 19.0 7.5
Peru 2.4 5.8 .3} 16.5 7.7 4.0 -15.1 19.5 13.0
Uruguay 1.5 8.0 6.5 5.2 5.0 5.0 -4.0 18.0 11.0
Venezuela -3.2 -2.2 1.9 2.3 3.4 3.6 -8.2 -9.9 2.2
Latin America -0.7 4.4 4.0 5.6 3.0 3.5 -11.8 13.0 8.7
Source: BBVA Research
Table 6
Fiscal Balance and Current Account (% GDP)
Fiscal Balance (% GDP) Current Account (% GDP)
2009 2010 2011 2009 2010 2011
Argentina -0.6 0.3 -0.9 3.5 1.2 0.3
Brazil -3.3 -2.6 -2.4 -1.6 -2.4 -2.9
Chile -4.6 0.5 0.2 2.5 -0.4 -1.6
Colombia* -4.1 -4.2 -4.0 -2.1 -2.7 -2.8
Mexico -2.7 -2.3 -1.9 -0.6 -1.2 -1.9
Panama -1.0 -1.6 -1.2 0.0 -3.2 -3.8
Paraguay 0.1 0.3 1.2 0.1 -2.1 0.7
Peru -1.9 -1.4 -0.8 0.1 -1.3 -2.3
Uruguay 1.7 0.5 0.3 0.8 0.2 0.9
Venezuela -5.1 -3.0 -1.8 2.4 9.9 10.4
Latin America -3.0 -2.1 -1.9 -0.2 -0.8 -1.3

* Central Government
Source: BBVA Research

REFER TO IMPORTANT DISCLOSURES ON PAGE 14 OF THIS REPORT
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DISCLAIMER

This document and the information, opinions, estimates and recommendations expressed herein, have been prepared by Banco Bilbao Vizcaya Argentaria,
S.A. (hereinafter called “BBVA”) to provide its customers with general information regarding the date of issue of the report and are subject to changes
without prior notice. BBVA is not liable 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, or to
undertake or divest investments. 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 profiles, 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. The contents of this document is 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 and therefore no warranty, either express or implicit,
is given regarding its accuracy, integrity or correctness. BBVA accepts no liability of any type for any direct or indirect losses arising from the use of the
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, options and 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 stocks. Investors should also be aware that secondary markets for the said instruments may be limited or even not
exist.

BBVA or any of its affiliates, as well as their respective executives and employees, may have a position in any of the securities or instruments referred to,
directly or indirectly, in this document, or in any other related thereto; they may trade for their own account or for third-party account in those securities,
provide consulting or other services to the issuer of the aforementioned securities or instruments or to companies related thereto or to their shareholders,
executives or employees, or may have interests or perform transactions in those securities or instruments or related investments before or after the
publication of this report, to the extent permitted by the applicable law.

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 (ii) 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. Failure to comply with these restrictions may breach the laws of the relevant jurisdiction.

This document is provided in the United Kingdom solely to those persons to whom it may be addressed according to the Financial Services and Markets
Act 2000 (Financial Promotion) Order 2001 and it is not to be directly or indirectly delivered to or distributed among any other type of persons or entities.
In particular, this document is only aimed at and can be delivered to the following persons or entities (i) those outside the United Kingdom (ii) those with
expertise regarding investments as mentioned under Section 19(5) of Order 2001, (iii) high net worth entities and any other person or entity under Section
49(1) of Order 2001 to whom the contents hereof can be legally revealed.

The remuneration system concerning the analyst/s author/s 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 banking business; nevertheless, they
do not receive any remuneration based on revenues from any specific transaction in investment banking.

BBVA and the rest of entities in the BBVA Group which are not members of the New York Stock Exchange or the National Association of Securities Dealers,
Inc., are not subject to the rules of disclosure affecting such members.

“BBVA is subject to the BBVA Group Code of Conduct for Security Market Operations which, among other regulations, includes rules to prevent
and avoid conflicts of interests with the ratings given, including information barriers. The BBVA Group Code of Conduct for Security Market
Operations is available for reference at the following web site: www.bbva.com / Corporate Governance”.
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