BBVA Research

December 3, 2010

Economic Analysis

South America

Joaquin Vial
jvial@bbvaprovida.cl

Enestor Dos Santos
enestor.dossantos@grupobbva.com

Myriam Montafiez
miriam.montanez@grupobbva.com

Argentina: Gloria Sorensen
gsorensen@bancofrances.com.ar

Chile: Alejandro Puente
apuente@grupobbva.cl

Colombia: Juana Téllez
juana.tellez@bbva.com.co

Mexico: Julian Cubero
juan.cubero@bbva.bancomer.com

Peru: Hugo Perea
hperea@grupobbva.com.pe

Venezuela: Oswaldo L6pez
Oswaldo.loperz@provincial.com

Markets
Octavio Gutiérrez Engelmann
o.gutierrez3@bbva.bancomer.com

Markets

Highlights

Calendar

Markets Data

Charts

v v v Y

BBVA

Latin

Weekly Observatory

Growth in demand raises expectations of renewed rises in
official interest rates

Economic activity continues strong in the region, due to buoyant domestic
demand. This can be seen in Argentina, Brazil and Chile, where the indicators of
sales and imports are still growing at very high rates. It is also reflected in the
expansion of credit in October in both Brazil and Colombia. At the same time,
unemployment continues to fall in Chile and Colombia. This has led to some
analysts (though still a minority) to suggest there will be rises in official interest
rates in Brazil and Peru.

Latin American markets erratic, but finally responding favourably to global
impulses in Europe, the U.S. and China.

Although the main determinant is still the risk premium in the Euro zone, better
than expected figures from the U.S. (employment and manufacturing) and China
(PMI) had a favourable impact on markets in the region. The scenario suggests
falls in global risk premiums, but with sensitivity to any news, so we expect broad
ranges of fluctuation in the currencies.
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Domestic demand continues to drive activity in the region
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Markets

Currencies in the region erratic, but end up responding favourably to
global impulses: ECB comments and favourable cyclical data in the
U.S. and China

Currencies in the region once more moved erratically last week. So far the main
determinant of their behaviour is still the risk premium in the Euro zone, which
led to a weekly increase of 2.7% in the CDS in the region and in a general
depreciation in the first days of the week.

However, the comments by the President of the ECB at the end of the week,
combined with the publication of better than expected figures from the U.S., led
to a recovery in currencies in the region, particularly in the BRL and MXN (with
net weekly appreciations, compared with the falls registered in the rest of the
crosses in the region). At the same time, the COP and PEN continue to react to
factors related to the foreign exchange positions of local banks, while the CLP
was affected by the more dovish tone of the latest monetary policy minutes of
the Central Bank and the increase in copper prices.

Although the scenario suggests a drop in global risk premiums, we consider that
any additional element of risk could result in high levels of depreciation, so we
expect that the broad trading ranges will remain in the near future. However,
positioning factors such as implied volatility continue to show an appetite for
local currencies. This suggests an appreciation in the coming weeks (e.g. the
implied 1M volatility of the BRL fell by 0.85 vegas over the week).

Chart 2
Latin American stock market indices (Index Jan10=100)

150 +
140
130 -

120 +

110 4

100,#{&1#’:& % N /WM
9 | v o WE

80 T T T T T T T T T
Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10

e BOVESPA === |PSA === |GBC ISBVL Index Mexbol

Source: BBVA Research

REFER TO IMPORTANT DISCLOSURES ON PAGE 6 OF THIS REPORT

PAGE 2



BBVA Research

Economic Analysis

Markets =

Calendar =

Markets Data

Charts

Latin Weekly Observatory
December 3, 2010

Highlights

Domestic demand continues to drive activity in the region

The real growth of demand (supermarkets and shopping malls) continues in Argentina due
to the real negative interest rates and changes in income. In Brazil, industrial output grew
in October, spurred on by the growth in domestic demand. In Chile, on the other hand,
industrial output slowed in October and mining production fell by 6.3% yly, but the rate of
growth in retail trade remained high. In Peru, there was zero inflation in November.

Credit still supporting expansion in domestic demand in Brazil and Colombia
Credit stocks grew strongly in October in both Brazil and Colombia (20.3% y/y and 14.0%,
respectively). Most notable in both countries was the expansion in mortgage lending, at
51.1% yly in Brazil and 19.7% in Colombia.

Unemployment down in Chile and Colombia

The unemployment rate in Chile was 7.6% in the rolling August-October quarter, 0.4 pp
below the figure for the previous quarter, while in Colombia in October the rate was 11.1%,
1.2 pp below the figure for October 2009. There was an increase in salaried employment in
Chile, while Colombia is still behind in its process of increasing the rate of formal
employment.

Symptoms of a slight moderation in public spending

In Brazil, the primary accumulated surplus in October over the last twelve months was
2.9% of GDP, so the new target of 3.1% (previously 3.3%) will probably be met. In
Colombia and Peru, public investment grew less than in previous months.

The trade balance in Brazil falls due to fast growth of imports

In another sign of the effects of fast-growing domestic demand, in Brazil the trade balance
for November (USD 312m) was far below that in previous months, and has accumulated a
yly fall of 35% so far this year.

Internal issue of corporate bonds by Ecopetrol for COP 1 trillion (USD 517m)
Issues with inflation-linked coupons hit an all-time high in the corporate sector, with
demand of COP 3 trillion. The 5, 7, 10 and 30 year bonds had margins of 3.1%, 3.5%,
4.1% and 5.1% respectively; very similar to the TES-UVR and between 20 and 30 bps
below the fixed-rate TES, thus showing the low credit risk of the issuer. The market does
not expect the rates of the TES fixed-rate to be sustained.

Chart 3 Chart 4
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Calendar: Indicators

Next Week: 29 November - 3 December 2010
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Comment
Export duties continue to lead the growth in tax collection.
Comment

Domestirc prices, especially food prices, remained trending up in
November. Yearly inflation is set to reach 5.6% in November and
around 6% in December, much more thab previously expected.
Economic growth moderated in the third quarter, although
domestic demand remained strong given the support given by
labor and credit markets.

Comment

We expect moderation for discharge for base of comparison,
minor growth of the industry and contraction of the mining
industrv.

Comment

Positive perception of domestic demand will continue.
Lower the valuation of external demand

Sharp reduction in the unemployment rate will determine an
increase in confidence

One more working day in November generated positive effect

Fair prices could boost sales upward

Comment

General inflation will keep rising through years end due to non-
core components, mainly electric fees and the prices of
agricultural products. This increment isn't big enough to surprise
neither Banxico or the market

The private formal employment could have been growing in
November which is a positive sign in the activity for the year end.
It should be noted that this indicator will be released the same
week as the indicator IMEF emulating the U.S. ISM and will have
had a favorable outcome. The relatively good performance of
manufacturing influence the generation of employment.

Comment

We expect an inflationary peak driven by the growth of liquidity
and a seasonally lower food supply in November

Source: BBVA Research

Calendar: Events

Brazil and Peru: Monetary Policy Meeting (December 8 and 9, respectively)

Forecast: Brazil 10.75%; Peru 3% Consensus: Brazil 10.75%; Peru 3%Previous: Brazil 10.75%; Peru 3%
Recent inflationary pressures and high levels of credit in Brazil increased significantly the chance of
a new upward cycle in the SELIC. The most probable scenario appears to be for this new cycle to
begin in January, but a rise of 25 bps in December cannot be ruled out. In Peru, the greater
uncertainty linked to the external environment and the lack of inflationary pressures suggest that
the Central Bank will for the time being maintain the pause in the cycle of monetary restriction,
despite the strength of economic activity.

Calendar: holidays
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Venezuela and Spain: Monday, December 6.
Argentina, Chile, Colombia, Peru and Spain: Wednesday, December 8.
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Market data

Close Weekly change Monthly change Annual change
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DISCLAIMER

This document, and all data, opinions, estimates, forecasts or recommendations contained herein, have been prepared by Banco Bilbao Vizcaya
Argentaria, S.A. (hereinafter, "BBVA”), with the purpose of providing its customers with general information as at the date of issue of the report, and are
subject to change without notice. BBVA does not accept any obligation to report these changes or to update the content of this document.

Neither this document nor its content constitutes an offer, invitation or request to purchase or subscribe to securities or other financial instruments, or to
make or cancel any such investments; nor may it be used as the basis for any contract, commitment or decision of any type.

Investors who have access to this document should be aware that the securities, instruments or investments to which it refers may be
inappropriate for their specific investment objectives, financial position or risk profile, as they have not been taken into account when preparing
this report. Thus they should adopt their own investment decisions, taking into account these circumstances and obtaining any specific and specialized
advice that may be necessary. The content of this document is based on information that is considered publicly available and gathered from sources
considered reliable. However, this information has not been subject to independent verification by BBVA, and therefore no guarantee, whether express or
implicit, is offered in terms of its accuracy, completeness or correctness. BBVA does not accept any responsibility for any loss, whether direct or indirect,
that may result from the use of this document or its content. Investors should remember that the past performance of securities or instruments, or the
historical results of investments, do not guarantee future performance or results.

The price of securities and instruments or the results of investments may fluctuate to the detriment of the interests of investors and even result
in a loss of the initial investment. Transactions in futures, options or high-yield securities or instruments may involve major risks that are not
suited to all investors. In fact, in some investments, losses may be greater than the initial investment. In these cases additional funds may be
required to cover all these losses. Therefore, before engaging in any transactions with these instruments, investors should be aware of the way
they function, and the rights, obligations and risks they involve, as well as those of their underlying securities. There may not be a secondary
market for these instruments.

BBVA or any other organization in the BBVA Group, as well as the respective directors or employees thereof, may hold a direct or indirect position in any of
the securities or instruments referred to in this document, or in any other securities or instruments related to them; they may trade these securities or
instruments themselves or through a third party, provide advice or other services to the issuer of these securities or instruments, companies related to them
or to their shareholders, directors or employees, and may have stakes or carry out any transactions in these securities or instruments or investments
related to them, either before or after the publication of this report, to the extent permitted by applicable law.

The employees of sales or other departments of BBVA or other organizations in the BBVA Group may provide customers with comments on the market,
either verbally or in writing, or investment strategies, which reflect opinions contrary to those expressed in this document; at the same time, BBVA or any
other organization in the BBVA Group may adopt investment decisions on their own account that are inconsistent with the recommendations contained in
this document. No part of this document may be (i) copied, photocopied or duplicated in any way, form or method, (ii) redistributed or (iii) cited, without
prior permission in writing from BBVA. No part of this report may be reproduced, taken or transmitted to those Countries (or persons or entities in them) in
which such distribution may be prohibited by applicable law. Breach of these restrictions may constitute a violation of the legislation in the relevant
jurisdiction.

This document is provided in the United Kingdom solely to those persons to whom it may be directed in accordance with the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2001, and it is not for direct or indirect delivery or distribution to any other class of persons or entities. In
particular, this document is only aimed for, and may only be delivered to, the following persons or entities: (i) those who are outside the United Kingdom; (ii)
those who have professional experience in investment as set forth in Article 19(5) of Order 2001; (iii) high net worth individuals or entities and those to
whom its content may be legally communicated, under Article 49(1) of Order 2001.

No part of this report may be reproduced, taken or transmitted to the United States of America or to American persons or entities. Breach of these
restrictions may constitute a violation of legislation of the United States of America.

The system of remuneration of the analyst(s) who are the author(s) of this report is based on a variety of criteria, among them earnings obtained in the
economic year by BBVA and, indirectly, the results of the BBVA Group, including those generated by its investment banking activity, even though they do
not receive compensation based on earnings from any specific investment banking transaction.

BBVA and the rest of the BBVA Group organizations that 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 for these members.

“BBVA is subject to the BBVA Group Stock Market Code of Conduct; this includes rules of conduct established for preventing and avoiding
conflicts of interest with regard to recommendations, including barriers to information. The BBVA Group Stock Market Code of Conduct is
available for consultation on /Corporate Governance.”
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