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Latin America: New indicators hint at strong
domestic demand

Signs of recovery in Latin America continue, despite the slowdown in Brazil following the
withdrawal of fiscal stimuli. Economic activity in Peru continues to accelerate, while
confidence, consumer and producer indicators in Mexico show limited signs of recovery.
Another sign of strength in the region was expanding bank lending in April in Chile and
Colombia.

Uncertainty is causing greater volatility in the region's markets
Somewhat greater volatility influenced by greater international uncertainty that affected

fixed-income and equity markets, and to a lesser extent foreign currency.
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Equity hoping for economic dynamism to continue in China

In the previous week, the markets gave great importance to the evolution of manufacturing
in China. Latin American markets showed better performance than emerging countries as a
whole and MSCI World. However, the data arriving from China are cause for concern in the
region owing to the significance of this country as regards demand for commodities
(particularly metals).

Limited volatility in equity, weighting local factors

The volatility in global markets generates certain caution among investors (e.g., low
participation in recent fixed-rate, long-term bond auctions in Brazil). Local factors will
continue to dominate in market rate changes and country differentiation. In Chile, we
believe that market adjustments, which discount a higher MPR over the next 12 months, are
based on the Central Bank's roadmap.

In Argentina, debt swap closing was postponed until 22 June (scheduled initially for June 7),
in order to boost retail investor participation and achieve a 60% acceptance by holders of
default debt. The Global 17 bond also began to be quoted in dollars with yields close to
13% and aligned with the current curve.

For the third time, the authorities in Brazil declared the new 10-year benchmark auction
void, which reflects the greater uncertainty prevailing in the country. We are thus holding on
to our short-term outlook of volatility in both money rates and debt in the region.

Foreign exchange shows greater differentiation in the region

BRL, MXN and CLP (to a lesser extent) will continue to display the greatest sensitivity to
risk premium factors on the global markets, while COP shows relative strength deriving from
local factors and the results of the elections. Peru shows a positive change following Fitch's
upgrading of Peruvian debt from Stable to Positive, while confirming Peru's long-term debt
ratings, BBB- for debt in foreign currency and BBB for debt in local currency.
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Highlights
Presidential elections: Colombia votes for continuity

Juan Manuel Santos, the candidate of the ruling party, obtained 46.6% of the votes against
the 21.5% of the independent candidate, Antanas Mockus. These two candidates will face
each other in a second round on June 20. The percentage of votes obtained by Juan
Manuel Santos reflects strong citizen support for continuity.

Lending strengthens in Chile and Colombia

In April, bank lending continued to expand in Chile and Colombia. In Colombia, the total
portfolio grew by 4.1% yl/y in April, compared to 3.3% yl/y in the previous month. In Chile,
lending grew by 2.34% y/y, compared to 1.74% yly in March. Portfolio quality indicators
continued to show positive performance, with default falling in both Chile and Colombia.

Is Brazil slowing down?

Industrial output fell by 0.7% m/m in April, in line with market expectations, and reflects the
moderation expected as a result of the withdrawing of fiscal incentives and the monetary
adjustment initiated recently. Trade surplus rose in May as a result of a strong increase in
exports (17% m/m) and moderation in imports (4% m/m).

The Peruvian economy steams ahead

Economic activity continued to gather speed in April. Thus, for example, electricity
production expanded by 8.4% yly, sales of cement rose by 19.2% yly, and new car sales

grew by 63.8% yly. This took place in an environment marked by high business
expectations.

Mexico: improvement in confidence indicators

Slight recovery of confidence indicators in May, stronger in consumer than in producer. Both
hint at a slow pace of recovery of economic activity in the second quarter of the year.

Venezuela: foreign currency bond swap expected to reopen at the end
of this week

Two weeks after the suspension of swap operations, the prohibition banning purchase and
sale of bonds in foreign currency is expected to be lifted on Friday 04/06. However, the
actions to be taken by the BCV to guarantee that the implicit FX does not exceed the top
limit of the band are not yet known.

Chart 3 Chart 4
Chile and Colombia: Evolution of credit Peru: Economic activity leading
(yly % change) indicators
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Calendar: indicators

Brazil: 1Q2010 GDP (June 8)

Forecast: 2.6% q/q Consensus: 2.9% q/q Previous: 2.0% g/q

GDP data should show that growth accelerated instead of slowing down, as expected a few months ago.
Impact on the markets: Growth stronger than consensus, increased possibility of a 100 bps adjustment in
SELIC at the next Central Bank meeting, and vice versa.

Chile: monthly inflation (May, June 10)

Forecast: 0.4% Consensus: 0.3% Previous: 0.5%

Our forecast, slightly above the market's (0.3%), is a 0.4% increase in prices, driven by fuel prices and the
Transantiago rates.

Colombia: monthly inflation (May, June 5)

Forecast: 0.22% Consensus: 0.28% Previous: 0.46%

This result would reflect a lower impact of the El Nifio on food prices, in line with our scenario. The
statistical effect for 2009 should generate sustained increases in annual inflation until the end of the year,
although it would remain within BanRep's target inflation range (3%+/-1%).

Mexico: monthly inflation (May, June 9)

Forecast: -0.31% Consensus: -0.41% Previous: -0,32%

Fall driven by a sudden downturn in non-core inflation and the strong drop in agricultural prices and
electricity rates. For core inflation we expect a 0.3 increase, higher than its historical trend in May (0.1).

Venezuela: monthly inflation (May, June 8)

Forecast: 2.6% Previous: 5.4%

We expect lower price hikes, once the current lack of vegetables is overcome, and due to lower
adjustments in regulated prices.

Calendar: events

Brazil: SELIC (June 9)

Forecast: 10.25% Consensus: 10.25% Previous: 9.50%

There is substantial consensus, and a surprise thus seems unlikely, unless GDP shows a greater than
expected increase in domestic demand.

Peru: policy interest rate (June, June 10)

Forecast: 1.75% Consensus: 1.75% Previous: 1.5%

Because activity is accelerating and inflation expectations are rising, the Central Bank's Board will rise its
policy rate by 25 bp.

Calendar: holidays

Colombia and Venezuela: Monday, June 7
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Table 1
Market movements
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Charts 5 & 6
Stock exchanges (base index Jan09=100)
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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 (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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