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EAGLEs Flash ==

economies

Rising middle classes drives car boom in EAGLEs and
reinforces emerging production leadership

Supply and demand for autos shift from developed to emerging economies

In the last decade, the automotive sector was among the fastest expanding sectors in emerging markets and one of
the main factors driving world industrial production, while growth among the G7 remained stagnant until its sharp
decline in 2009. At the end of the previous decade, developed markets were producing around 30 million units per
year more than emerging markets (see chart 1). The crisis in 2009 was a turning point in the world of car production,
allowing emerging markets to take the lead. As car production and registration in emerging economies expand,
foreign companies have moved increasingly towards these markets to withstand changing global competition. Last
year, car production was 12 million units higher than in developed economies. However, this shift is not only due to
demand collapsing in the G7 countries. Vehicle registration has more than doubled in the EAGLESs since 2005,
surpassing aggregate numbers for the developed economies (see table 1). Nowadays, owning a car has become a
common expenditure decision for rising middle classes in EAGLEs. And this is just the beginning, as the large gap in
car ownership with respect to most developed countries leaves emerging economies room to grow (see chart 2).
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Developed Economies: Australia, Austria, Belgium, Canada, Finland, France,
Germany, ltaly, Japan, Netherlands, Portugal, Slovenia, Spain, Sweden, UK
and USA

Emerging Economies: Argentina, Brazil, China Czech Rep., Egypt, Hungary,
India, Indonesia, Iran, Malaysia, Mexico, Nigeria, Pakistan, the Philippines,
Poland, Romania, Russia, Serbia, Slovakia, South Africa, S. Korea, Taiwan,
Thailand, Turkey, Ukraine, Uzbekistan and Vietnam

Five EAGLEs are among the largest global car producers

In 2009, China took the lead in the automotive sector as not only the main producer of cars but also the largest
market for new car registrations, mainly due to its flourishing middle class. Other global players like the US, Japan
and Germany have lost momentum in recent years, allowing other EAGLEs such as South Korea, India, Brazil,
Mexico and Russia to increase their shares in the automotive sector. According to the latest Fortune Global 500
list, 10 EAGLEs companies appeared in the top among the largest companies (5 Chinese, 3 Korean, 1 Turkish and
Indian) (see table 2). In the 1999, only two EAGLEs (Brazil and South Korea) were among the top 10 largest car
producers, while all members of the G7 made the list. In 2011, the EAGLEs comprised five of the ten largest car
producers, alongside four from the G7 (see table 3) plus Spain. Such a shift is expected to further strengthen as
global growth is increasingly driven by emerging economies.


http://serviciodeestudios.bbva.com/KETD/ketd/esp/index.jsp

Table1
Car Registration and Production: Total (thousand of units)

Registration Growth rate (%) Production Growth rate (%)
Country 2005 2010 2011  05-11 Avg. 10-11 2005 2010 2011  05-11 Avg. 10-11
China 6,093 18,041 18,530 204 2.7 5,708 18,265 18,419 21.6 0.8
India 1,500 2,913 2,968 12.0 1.9 1,627 3,557 3,936 15.9 10.7
Indonesia 534 765 893 9.0 16.8 495 703 838 9.2 19.3
& |South Korea 1,143 1,466 1,475 4.3 0.6 3,699 4,272 4,657 3.9 9.0
6 Brazil 1,715 3,515 3,633 13.3 3.4 2,528 3,382 3,406 5.1 0.7
5 Mexico 1,165 875 976 -2.9 11.5 1,670 2,342 2,680 8.2 14.4
Russia 1,762 1,895 2,651 7.0 39.9 1,351 1,403 1,988 6.6 41.7
Turkey 759 793 911 3.1 14.8 879 1,095 1,189 5.2 8.6
Taiwan 635 372 408 -7.1 9.8 446 303 343 -4.3 13.1
EAGLEs 15,305 30,634 32,445 13.3 5.9 18,404 35,321 37,457 12.6 6.0
Canada 1,630 1,584 1,614 -0.2 1.9 2,688 2,068 2,135 -3.8 3.2
France 2,548 2,679 2,659 0.7 -0.8 3,549 2,229 2,295 -7.0 29
Germany 3,615 3,198 3,508 -0.5 9.7 5,758 5,906 6,311 1.5 6.9
B Italy 2,487 2,166 1,945 -4.0 -10.2 1,038 838 790 -4.4 -5.7
Japan 5,834 4,943 4,200 -5.3 -15.0 10,800 9,629 8,399 -4.1 -12.8
U.K. 2,828 2,291 2,248 -3.8 -1.9 1,803 1,393 1,464 -3.4 5.1
u.s. 17,445 11,772 13,041 -5 11 11,981 7,763 8,654 -5.3 11.5
G7 36,387 28,635 29,215 -3.6 2.0 37,617 29,827 30,048 -3.7 0.7
Source: BBVA Research, OICA, EIU and Haver
Table 2
Fortune Global 500: Ranking
Fortune Global 500 Revenues
Ranking Country Company Sector ($ millions)
117 South Korea Hyundai Motor Automotive 70,227
130 China SAIC Motor Automotive 67,255
142 China Dongfeng Motor Group Automotive 62,911
165 China China FAW Group Automotive 57,003
222 Turkey Ko¢ Holding* Automotive, Energy, Finances 45,098
238 China China South Industries Group Automotive 43,160
266 South Korea Kia Motors Automotive 38,988
314 India Tata Motors Automotive 34,575
465 South Korea Hyundai Mobis Automotive 23,736
475 China Zhejiang Geely Holding Group Automotive 23,356
Source: BBVA Research and Fortune Global 500
*Automotive sector is one of the main fields of activities.
Table 3
Car Production: Total (OICA Ranking)
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Brazil 12 12 10 11 10 9 9 8 7 6 6 7 7
China 9 8 8 5 4 4 4 3 & 2 1 1 1
India 15 15 15 15 14 12 12 11 10 9 7 6 6
$ |Indonesia 35 25 24 25 26 25 24 28 26 21 23 21 18
3 |south Korea 7 5 5 6 6 6 5 5 5 5 5 5 5
i |Mexico 11 9 9 10 11 11 11 10 11 10 10 9 8
Russia 13 13 13 13 13 13 13 13 13 12 19 14 12
Taiwan 18 20 25 23 22 23 25 27 31 34 29 28 27
Turkey 24 18 26 21 18 17 17 16 16 15 17 16 17
Canada 5 7 7 8 8 8 8 9 9 11 11 11 11
France 4 4 4 4 5 5 6 6 6 7 9 10 10
Germany 8 & 3 3 8 & 3 4 4 4 4 4 4
5 Italy 10 11 12 12 12 14 15 14 15 17 18 19 21
Japan 2 2 2 2 2 2 2 1 1 1 2 2 8
U.K. 8 10 11 9 9 10 10 12 12 13 13 15 15
u.s. 1 1 1 1 1 1 1 2 2 & 3 3 2
Source: BBVA Research and OICA
Note: Highlighted cells indicate the status of top 10 car producer
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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 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 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.

In the United Kingdom, this document is directed only at persons who (i) have professional experience in matters relating to investments falling
within article 19(5) of the financial services and markets act 2000 (financial promotion) order 2005 (as amended, the “financial promotion order”),
(i) are persons falling within article 49(2) (a) to (d) (“high net worth companies, unincorporated associations, etc.”) Of the financial promotion
order, or (iii) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the financial
services 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. 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 is not a member of the FINRA and is 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”.

BBVA is a bank supervised by the Bank of Spain and by Spain’s Stock Exchange Commission (CNMV), registered with the Bank of
Spain with number 0182.



