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Hit by the violence in Libya

Although the upheavals of recent weeks in North Africa are still not affecting the region’s
economy, uncertainty about the future of the conflict and its effect on the price of Brent
crude are focusing the region's attention. The weakening of the currencies and the
spectre of rises in energy prices has fuelled concerns about higher inflation. From the
economic point of view, the most important data in the week were higher than expected
growth from Mexico and the surprising hike of the reference interest rate in Colombia to
3.25%.

Geopolitical risk (the MENA region) dominates the lower appetite for risk and affects
assets in the region: markets accumulate inflationary fears

Despite relatively favorable cyclical indicators in the U.S. and Europe, tensions in the
MENA region increased risk aversion in Latin American assets. However, the size of the
impact on currency crosses, interest rates and stock markets depended on each country’s
exposure to the shock in commodity expectations (both inflation and external and fiscal
accounts) and its monetary stance.
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Results of economic activity mixed in Latin America

Trade balances worsen as imports rise

In Colombia, the Central Bank hikes the benchmark rate, taking markets by surprise
In Peru, the sales tax (IGV) was cut from 19% to 18%

Bank lending continues to grow fast in Brazil and Peru in January
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Markets

The increase in risk aversion due to geopolitical risk (the MENA region) and the partial
interruption of oil production in Libya (the country accounts for less than 2% of global
production) led to a sharp increase in Brent oil futures last week (close to USD 113 dpb,
compared with USD 103 dpb at the start of the week) and rises in implied inflation in the
markets in the region.

International volatility, with different effects on the performance curv es in different
monetary cycles, and the assessment that inflationary shocks will persist

The volatility of international markets has had a relatively greater impact on domestic
interest rates in Mexico than in Brazil. The reason is that unlike Mexico, where the
monetary posture is still lax and will remain so for a few more months, in Brazil inflationary
risks have already been accumulating and thus the restrictive monetary cycle continues. It
cannot be ruled out that the curves in Brazil will be adjusted to incorporate further
increases in monetary rates. In Colombia, the TES incorporated an increase in the
monetary rates of 50 bps, while in Chile there were highs in implied inflation at the short
end of the swaps curve.

USD gain s agains t Lati n American currencie s, but the r elative streng th of th e
USD/BRL is partly explained by higher real interest rates in Brazil

The MXN and CLP currency crosses were the worst hit by the global environment last
week. This can be explained in the case of MXN by relatively low real interest rates, and in
the CLP by the deterioration in the terms of trade with the fall in copper prices and rising oil
prices. Over the next few days major correlation of implied MXN volatility with the VIX
cannot be ruled out, with technical levels to monitor being the moving 30, 50 and 100-day
averages (12.0620, 12.1516 and 12.2629 respectively). In the USD/CLP the resistance
level to monitor is 480.26 (50d ma).

The BRL was relatively unaffected by the international turbulence. It was benefited by
higher real interest rates and a current account deficit financed mainly by foreign
investment. The BRL ranges could remain at 1.67-1.69

Corporate lending market affected, with higher premiums

Credit default swaps (CDS) for Latin American corporate issues have been affected by the
current situation. Over the week the 5-year Petrobras CDS were up by over 23 bps, and
those of Pemex by around 7 bp. This situation also led to there being no significant Latin
American corporate issues on the primary market for international debt this week.
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Implied volatilities of reference LatAm currencies (%)

23 4
21

5 W‘VMW’“ o, .

9 Pr“/m\'\j

7 4

5 T T T T 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 Dec-10 Jan-11 Feb-11

BRL CLP MXN

Source: BBVA Research with data from Bloomberg

REFER TO IMPORTANT DISCLOSURES ON PAGE 6 OF THIS REPORT

PAGE 2


mailto:o.hernandez@bbva.bancomer.com

BBVA Resea rCh Latin Weekly Watch

February 25, 2011

Economic Analysis H|gh||ghtS

Results of economic activity mixed in Latin America

Industrial output in January was up 10.3% yl/y in Argentina, while in Colombia it rose by
4.7% in 2010. In December, retail sales in Colombia were up 12.4% yly, led by durable
goods. In 4Q10 retail sales fell 28.4% yly in Venezuela, affected by the limited availability
of currencies for imports. Meanwhile, economic growth in Mexico experienced an upturn in
the fourth quarter of 4.4% yly (1.3% q/q, compared with the expected 0.6%). It closed the
year up 5.5%.

Trade balances worsen as imports rise

In Argentina, the trade balance in January was USD 513m, less than half that 12 months
earlier, due to strong imports (up 52% y/y). In Brazil, the current account deficit was USD
5,409m in January, far higher than in December. In Venezuela, the trade balance ended
the year with a surplus of USD 27,173m and the capital and financial account posted a
deficit of USD 18,799m.

In Colombia, the Central Bank hikes rates, taking markets by surprise

The Central Bank started earlier than expected the normalization of monetary policy hiking
the reference rate by 25bps to 3.25%, due to the increase in inflation expectations over the
medium term over the past two months.

In Peru, the sales tax (IGV) was cut from 19% to 18%

The measure caused surprise, as it has a pro-cyclical effect in an environment in which
demand continues to rise at high rates, and has a permanent negative impact on tax
revenues. In Brazil the primary surplus of the public sector remained practically unchanged
in January at 2.8% of GDP, but the nominal deficit increased slightly and came up at 2.6%
due to higher interest payments.

Bank lending continues to grow fast in Brazil and Peru in January

In January lending in the Peruvian banking system went up by 18.9% y/y. The rate of non-
performing loans was 1.55% (1.49% in December 2010). Lending in Brazil also remained
buoyant, with a rise of 20.3% y/y (0.5% m/m).
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Calendar: Indicators

Next Week: 28 February - 4 March 2011
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Comment

Strong demand pushes the consume of services

The construction sector keeps good performance

Inertial effect due to increase of last months
Comment

Activity moderation in December caused a downward revision of
Q4 GDP forecasts which should, however, expand more than in Q3.

Inflation will remain high and pressuring monetary policy and
inflation expectations.

Comment . . .
Expected growth rates of 4.1% in industrial production, and 4.7%

in industrial sales.

Expect a slight increase in unemployment due to the seasonality of
January.

Comment

Low occupation rates historically observed during January

New regulation for 2011 anticipates housing licenses by the end of
2010

Mining exports lead the aggregate performance

Expect continued effects of local supply shock on food prices and
adjustments in indexed prices

Comment

The producer will confidence picked up slightly in February, but
continue the trend of moderation in the first quarter.

Consumer confidence will continue to improve driven by sustained
growth in formal and total employment, and less negative

contribution to real wage developments.
Comment

Monthly inflation mainly reflects the increase in some food prices,
partially offset by the reduction of electricity tariffs.

Comment

Source: BBVA Research

Forecast: Bra 11.75%; Mex 4.5%
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Calendar: Events

Brazil and Mexico: monetary policy meetings (March 2 and 4, respectively)

Consensus: Bra 11.75%; Mex 4.5%

Broad consensus in Brazil on an additional rise of 50 bps. The communication of the rise may give an important
signal as to the total size of the adjustment cycle. We do not expect a change in the lending rate in Mexico, as there
is no clear pressure on demand so far and medium-term inflationary expectations are anchored.

Calendar: holidays

No holidays in the region.

Previous: Bra 11.25%; Mex 4.5%
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Close Weekly change Monthly change Annual change
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Charts 5 & 6
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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 ha ve acc ess t o this document sho uld be a ware tha t t he se curities, i nstruments or i nvestments to whichitre fers maybe
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 resuit
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 in vestors. 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 o f their underlying securities. There may not be a s econdary
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 su bject to th e BBV A Group Stock Market Code of Conduct; this i ncludes rules o f conduct established for pre venting and avoiding
conflicts of interest with regard to reco mmendations, including b arriers to inform ation. The BBV A Group Stock Market Code of C onduct is
available for consultation on /Corporate Governance.”
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