BBVA |

June 17,201
Economic Analysis

South America

Joaquin Vial
jvial@bbvaprovidacl

Enestor Dos Santos
enestor.dossantos@grupobbva.com

Cristian Ashwell
cashwell@bbva.com

Argentina
Gloria Sorensen
gsorensen@bancofrances.com.ar

Chile
Alejandro Puente
apuente@grupobbvacl

Colombia
Juana Téllez
juanatellez@bbva.com.co

México
Julidn Cubero
juan.cubero@bbvabancomer.com

Perti
Hugo Perea
hperea@grupobbva.com.pe

Venezuela
Oswaldo Lopez
apuente@grupobbva.cl

Markets
Octavio Gutiérrez Engelmann
ogutierrez3@bbvabancomer.com

Markets >
Highlights D 2
Calendar >
Market data >
Charts >

RESEARCH

Weekly Watch

Latin

Slowdown in the rise of central bank
iINterest rates

The central banks of Chile and Brazil slowed the rate of increase of their interest rates to 25
bps (5.25% and 12.25% respectively), signalling that they are close to the start of a pause.
Meanwhile, various indicators point to high rates of growth in Peru and Colombia, and a
slowdown in industrial output in Mexico, which can in part be explained by problems with
essential supplies from Japan.

Prolonged risk aversion due to global cyclical and sovereign factors in
Europe, and volatility will remain high

Markets will continue to be dominated by the level of slowdown in the US. and uncertainty
regarding its duration, together with concerns about the details of the Greek bailout plan.
Thus market volatility in the region will remain high.
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Highlights

Slowdown in the rate of monetary adjustment in Chile and Brazil

Congress releases unofficial inflation figures in Argentina, Peru allows for a higher pass

through of international oil prices

High rate of economic growth in Peru and Colombia, Mexico suffers the impact of external

shocks

Compulsory restrictions on electricity consumption limit the rate of recovery in Venezuela
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Markets

Higher global risk aversion is felt in Latin America, except in the PEN and ARS,

which are dominated by local factors

Global currencies continued extremely volatile, as they have been over the last three weeks.
They are responding to factors such as uncertainty regarding global growth, and concerns
about the situation in Greece and details of the bailout plan that could be announced this week.
In particular, the lack of consensus on the country’s bailout generated an abrupt increase in the
costs of protection against it not being implemented.

These factors resulted in a general phenomenon of risk aversion, which in turn led to
depreciations in most Latin American currencies (around 16% in the BRL and MXN). The
exceptions were the PEN and ARS, which continued to react to local factors (election results in
the case of the PEN and local MULC flows for the ARS). At present, we consider that the
currencies will continue to fluctuate in response to these two elements, so we expect that they
will remain extremely volatile in the short term.

Global stock markets, except Asia and Colombia, performed negatively due
to global cyclical concerns.

Over the week, most global stock markets continued to register falls, with only Asia posting
marginally positive results and Latin America appearing the most affected. In Latin America, the
performance of the Chilean stock market continues separate from international markets (-:3.7% in
USD vs. -03% MSCI ACWD, due to problems in a retail company that has dampened investor
confidence. The decision on the Greek bailout expected for the week June 20-24 will be key for
the risk premium to return to normal and the focus in the Latin American region to be once
more on fundamentals.
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Slowdown in the rate of monetary adjustment in Chile and Brazil:

The monetary adjustment in Brazil and Chile continues, with increases in the benchmark rate of
25 bps to 1225% and 5.25% respectively. Both central banks have left open the possibility of a
pause, but they made it clear that any decision will depend entirely on the internal variables and
the international environment. Although Colombia once again raised its rate by 25 bps, the
previous debate made clear that pressure is increasing for pauses in the future.

Congress releases unofficial inflation figures in Argentina, Peru passes on
more international oil price rises:

Opposition deputies in Argentina released the "Congress CPI" for May, which was up 15% m/m.
The index is higher than the official CPI of 0.7% m/m. It is an average of measurements taken by
private consultants who have stopped releasing them following fines imposed by the Secretariat
of State for Trade. In Peru, the government raised the price bands of the Fuel Price Stabilization
Fund in June. This will impact the CPI for the month, but reduce the rate at which the
government is accumulating debt with the refineries due to the difference between local and
international prices.

High rate of economic growth in Peru and Colombia, Mexico suffers the
impact of external shocks:

Economic activity continues strong in Colombia in the second quarter of the year, as reflected
by a growth of more than 30% in imports in April. By sectors, growth in residential construction
is particularly notable. In Peru, GDP was up 7.4% y/y in April, slowing slightly on previous months.
Meanwhile, in Mexico there was a slight fall in industrial output in April as the automotive
industry was hit by supply problems from Japan.

Compulsory restrictions on electricity consumption limit the rate of recovery
in Venezuela:

The government has extended the incentive plans and consumption penalties applied in Gran
Caracas since the 2010 crisis to the rest of the country. This pushes small and medium-sized
enterprises to disconnect from the national power grid and use their own supply from
distributed generation plants during peak consumption periods. The measure will limit economic
growth and put additional pressure on inflation.

Chart 3 Chart 4
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Calendar: indicators

Next Week: 13 - 17 June 2011

Argentina Data Period Forecast  Consensus Previous ~ Comment
Trade Balance 23-Jun May 201 USDM 1795 USD M 1700 USD M 1300
Monthly Economic Activity Estimator 24-Jun Apr 2011 74% yly 75% yly 78% yly
Brazil Data Period Forecast Consensus Previous =~ Comment
Economic Activity Index 2024 Jun Apr 2011 051% m/m
Unemployment rate 22-Jun May 201 64%
Chile Data Period Forecast  Consensus Previous ~ Comment
Biweekly financial operators survey 22-Jun Jun 201
Colombia Data Period Forecast  Consensus Previous ~ Comment
- Higher-value housing is resuming the leadership of residential
. 9 9
Building permits 20-Jun Apr 201 29.7% yly 789% yly construction.
Unexpected decline in public investment would be offset by better
GDP 23-Jun Qn 48% yly 50% yly 46% yly performance of private consumption and investment in machinery and
equipment.
Mexico Data Period Forecast  Consensus Previous  Comment
Aggregate Some of the components of GDP growth will moderate, but still
05% goq, improving. Such is the case of private consumption and exports,
N 169
GDP. Components 2Hun 1an Dermand: 16% NA 6.8% yoy investment will have begun to recover. For their part, imports have

00, 5.8% yo
aoq, 567 yoy grown strongly.
FIGUUI Wil TISC SHgHIUY 111 1 ILGH L1115 UL 1Y JUTIE UECaUSE SUiHE 11011

-0.75% mom core seasonal factors -like the reduction of electric fees and tariffs due

g o
Inflation 23-Jun Junes first 0‘16; fof 0.14% fof Mayo (325% to the hot season- will desapear. However we estimate inflation will
forthnight (341% yoy) )
yoy) remain under control thanks to lower farm produce prices and the
Trade Balance 24-Jun May 2011 857 md NA 767 md We expect that the trade Balance will rgmam positive dug to the higher
oil prices and the weak recovery of capital and consumption imports.
Peru Data Period Forecast  Consensus Previous ~ Comment
Banking system credit (yoy % change) 20-24 Jun May 201 221%
Business confidence (index) 24Jun May 2011 46 The index will keep at low \eye\s in a context of uncertainty linked with
the entry of the new administration.
Venezuela Data Period Forecast Consensus Previous  Comment
Banking Numbers 22-Jun May 201
Unemplyment 239un May 2011 81 81 There's no expectation of improvement beyond the observed. The

electric restrictions will limit the economic growth

Source: BBVA Research

Calendar of events

Mexico: Inflation first half of June
Forecast: 0.16%q/q.(3.41%y/y)  Consensus: 0.14%q/q Previous: -0.74%m/m(3.35%a/a)

The inflation information will confirm the positive surround of prices of the Mexican economy,
consistent with the continuity of the monetary pause further the end of 2011.

Calendar of holidays
Argentina: 20 June (Flag Day).

Venezuela: 24 June (Battle of Carabobo).
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Market Data

Close Weekly change Monthly change Annual change
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Credit Default Swaps (levels)
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Credit Default Swaps (levels)
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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 (i) 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) @) to (d) (‘high net worth companies, unincorporated associations, etc.”) Of the financial promotion order, or (i) 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.
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