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Latin America: different recovery cycles

While Peru maintains a high growth rate (above expectations), in Brazil the data for 2Q10
shows that the economy continues growing at a high pace, though lower than 1Q10. The
Central Bank of Brazil kept its policy rate at 10.75%. There was a setback to confidence
among manufacturers in Mexico as a result of worse news about the US, while consumer
confidence remained stable. In Peru, consumers’ confidence dropped to neutral levels
due to concerns about inflation. In Argentina and Mexico, tax revenues have been
boosted by value added tax. Unemployment has increased in Colombia, signaling a
weakening of the labor market, while in Chile it fell, supported by the strong growth of
economic activity and employment.

Perceptions of global risk are having a negative effect on financial markets, but
this depends on the degree of exposure to the global cycle and local factors.

There is a positive differential in the currencies of Brazil and Chile, relative stability in the
case of Colombia, Peru and Argentina, and a negative differential in the Mexican peso.
The prospects for higher growth in the region with respect to other parts of the world
have led to stock markets performing relatively better.

Chart 1
Exchange rate changes in Latin America (%)
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Peru and Brazil continue growing.

Unemployment rates increase in Colombia and fall swiftly in Chile
End of the monetary adjustment cycle in Brazil

Signs of confidence in the region begin to moderate

Increased tax revenues in Argentina and Mexico
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Markets

Global risk premium remains the main determinant of currencies in the region. A
positive differential can be seen in the BRL and CLP, relative stability in the COP,
PEN and ARS, and a negative differential in the MXN

Last week Latin American currencies were once more subject to movements in global risk,
which fell at the close on positive manufacturing and employment results in the U.S. In this
global context, we continue to divide the crosses into different groups based on particular
factors in domestic markets. In the first group are the BRL and CLP, with a positive
differential, which in our opinion could increase in the short term. In the case of the BRL
this is due to optimism with respect to the Petrobras issue on the Bovespa Exchange. In
the case of the CLP, there is a local environment of positive expectations for economic
activity and outstanding performance of copper prices (boosted by positive manufacturing
data from China).

In the second group are the COP, PEN and ARS, which will continue relatively stable, as
they are governed by the degree of intervention by the monetary authorities. In the case of
the PEN, in addition to the dollar purchases by the Central Bank there have been
measures affecting bank reserves, resulting in a negative profile in the NDF curve which
should not be sustainable for a long period of time. Any rise in the COP will depend on
more than verbal interventions. Finally, the MXN continues with its negative differential
resulting from its greater exposure to the U.S. cycle. The current levels of this cross are
attractive for long-term positions.

The growth differential in the region has led to Latin American stock markets
performing slightly better than those in developed countries.

In a context dominated by the movement of the risk premium, we consider that the relative
performance of the stock markets in the region will continue to be favorable with respect to
other developed economies. The agreement this week between Petrobras and the
Brazilian government on the transfer of oil in exchange for shares helped in Brazil. The
deal clarifies the circumstances, although the price set for the exchange was higher than
expected by analysts, it marks the start of the process of the company's capital increase
planned for this month.

Chart 2
Stock market: selected indexes (% annual and weekly change)

Country YTD WTD
us 3.5 2.1
EC 8.5 3.2
UN -14.1 0.8
CH -18.6 1.7
HK 2.9 1.3
BZ 2.7 1.8
MX 0.5 1.7
cL 28.0 2.4
PE 9.6 1.7
AR 3.9 2.7
co 205 0.6
Emerging Markets* 0.8 2.6
World* 3.7 1.7

* Wednesday closing. Note: Information to the Thursday closing

Source: Bloomberg and BBVA Research
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Peru and Brazil at different stages of the recovery cycle

While in Peru the GDP data for 2Q10 were above forecast, with a year-on-year growth of
10.1% boosted by a strong performance from internal demand (14%), in Brazil the GDP for
the second quarter decelerated, even though far less than expected, from a quarter-on-
quarter rate of 2.7% in 1Q to 1.2% in 2Q. Brazilian industrial output increased by 0.4% qg/q
in July after three months of falls, and could continue to grow slightly for the rest of the
year. In Chile, data from the different sectors in July continued to be strong, with annual
growth in manufacturing (3.3%), mining (7.6%) and retail trade (18.5%), while in Colombia,
the number of construction permits granted suggests more work will be undertaken in the
second half of the year.

Unemployment rates increase in Colombia and fall swiftly in Chile

The sluggish recovery of employment in Colombia in the formal sectors and increased
participation in the labor market led to a rise in the unemployment rate to 13.3% in July
(12.8% one year ago). In Chile the improved economic activity has been accompanied by
increased employment, with a fall to 8.3% in the unemployment rate in the moving quarter
April-June (down 3.2 percent points from a year ago).

End of the monetary adjustment cycle in Brazil

As expected, the Central Bank maintained the SELIC at 10.75%. This marks the end of the
upward cycle. The recent tone of the Central Bank’s statements and a growing concern
with the appreciation of the Brazilian real limit the possibilities of a new upward cycle in
2011 (consensus for the SELIC at the end of 2011 is at 11.5%).

Signs of confidence in the region begin to moderate

In Mexico, the indicators of manufacturer confidence fell in August, as a result of the
slowdown in manufacturing industry in the U.S., while consumers’ confidence remained
stable. In Peru, the index of consumer confidence fell by 3 points in the month (to 50 p, the
neutral level), due to greater inflationary concerns following price rises in some foodstuffs.

Increased tax revenues in Argentina and Mexico

In Mexico, the accumulated budget balance to July remains stable (up 5% on the same
period in 2009) as a result of increases in both revenues and expenditures. This figure is
rather modest given the economic recovery and the increased rates of some of the main
taxes, VAT and the ISR. Until the second quarter the budget deficit remained at around 2%
of GDP. In Argentina revenues increased 36.7% year-on-year, a slowdown compared with
previous months. Taxes on foreign trade continue firm (69% yl/y), followed by VAT (37.2%

yly).

Chart 3 Chart 4

Peru and Brazil: Evolution of GDP. Industrial Production Index
(seasonally adjusted series 1Q08=100) (seasonally adjusted series Jan08=100)
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Calendar:

Next Week: 6 - 10 September 2010

indicators

Period Forecast Consensus
August 2010 0.0% m/m 0.0% m/m
Period Forecast Consensus
July 2010 6.5% 6.0%

July 2010

August 2010 0.1% 0.4%

Second half of

August 2010

Period Forecast Consensus
August 2010 54.10 53.80

August 2010 0.2% m/m

August 2010 0.4%

Period Forecast Consensus
July 2010

Period Forecast Consensus
August 2010 1.8% m/m

Previous

0.0% m/m

Previous

Previous

55.50

0.2% m/m

0.20% m/m

Previous

USD 8035
millions

Previous

1.6% m/m
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Comment

We expect the minutes to discuss the end of the monetary
tightening cycle, emphasizing the contribution of both
domestic and external drivers.

Monthly inflation should come up around 0% one more
month. This should also trigger a downward revision in
expectations regarding end of 2010 inflation.

Comment

Consensus from the Central Bank Consensus Economic
Outlook Survey

Consensus from the Central Bank Consensus Economic
Outlook Survey

Financial operators give their forecasts on inflation, policy
interest rate, and echange rate

Analists survey on inflation, policy interest rate, bond rates,
exchange rate, and activity

Comment

IMEF index emulates the U.S. ISM, and although its readings
have been over 50pts form one year now, the feeling of
manufacturers has declined steadily since May of this year

Private formal employment continue to grow during 3Q10
albeit at lower rates in tandem with manufacturing output

Price aceleration by non-core component, Inflation will keep
below Banxico's range in 3Q10

Comment

Comment
We expect a little price acceleration due to seasonal factors
(school holidays and shopping)

Source: BBVA Research
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Peru: Monetary Policy Rate. (September, 9 September)

Forecast: 3.00%

Previous: 2.50%

In its next monetary policy meeting, we expect the Central Bank Board (BCR) to raise the policy
rate by 50bp, taking it to 3.0%. This would be the second time in a row in which the BCR makes
a 50bp-hike since the monetary policy tightening cycle began last May. The faster stimulus
removal takes place in a context of strong domestic demand (+14%yoy in 2Q10) and delays in
fiscal policy moving to a more neutral stance.

v v vy

Calendar: holidays
Brazil: Tuesday, September 7.
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Close Weekly change Monthly change Annual change
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Graphs 5 & 6
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Graphs 9 & 10
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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 (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. 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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