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Automobile Market Outlook
Uruguay

Moderate outlook for 2012

¢ Record sales in 2011

Vehicle sales reached a new record of 55000 units in 2011 thanks to the increase in real
revenues, the strengthening of the exchange rate, and tax changes that incentivized the
purchase of vehicles with a smaller engine size.

e Continuing insufficient improvement of the inhabitant/automobile
ratio.

The inhabitant/automobile ratio improved in 2011 but still did not return to pre-crisis 2002
levels.

e Increasing sales of local production abroad.
Local automobile manufacturers clearly expanded their activity, supplying around 5% of the
local market and increasing exports within MERCOSUR.

o We expect deteriorating growth in 2012.
The expansion cycle in the activity will continue during 2012, but at a reduced rhythm due
to the lower GDP growth and the absence of tax reforms.

e Two factors limiting bank financing persist.

Although credit access conditions improved, the high relative price of cars and the high
level of employment in the informal sector limit the development of an automobile loan
market.

e Regional conflicts for non-compliance with the regional requirement

for vehicles.

Against a background of greater commercial barriers within MERCOSUR, conflicts with
Brazil could persist with respect to non-compliance with the regional requirement for
vehicles.
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Record values in 2011 and deteriorating growth for
2012.

Continuing insufficient improvement of the inhabitant/automobile ratio

Data on the evolution of Uruguay's automotive fleet display a gradual improvement over recent
years, according to our estimates. Given that official data are only available to 2006, we have
calculated the evolution of the automotive fleet based on annual car sales and average de-
registrations rates over recent periods.

In spite of its recent growth, we estimate that the automotive fleet remains under 600,000
units, with the inhabitants/automobile ratio at 5.7. Clearly, this is still above the values seen prior
to the 2002 crisis. At the regional level, the ratio is among the lowest: only Argentina has a lower
value (38 in 2010), while Chile (5.7 in 2010) is at a similar level.
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Source: BBVA Francés Research using DNT, INE, and ASCOMA data. Source: BBVA Francés Research using DNT data.

An analysis of the composition of the entire Uruguayan automotive fleet in 2006 including
motorcycles and scooters/mopeds reveals that the latter category accounts for 45.4% of the
vehicles, while automobiles and light utility vehicles hover around 46.1% as the most important
category (see Chart 2). The importance of motorcycles and mopeds/scooters in the vehicle fleet
is similar to other countries in the region, such as Colombia which in 2009 had motorcycles and
scooters/mopeds accounting for 45% of its fleet.

Car sales growth slows down

In 2011 sales of new vehicles reached a new record with 55004 units for a total of USD 12
million, with our estimate of the average price per unit at around USD 22,200.

In keeping with data from the Asociacion de Concesionarios y Marcas de Automotores
(ASCOMA, Automotive Dealers and Manufacturers Association), sales were mainly of small utility
venhicles (51,443 units), followed by heavy utility vehicles (3561 units), both record levels in their
respective categories.

SEE IMPORTANT INFORMATION ON THE LAST PAGE OF THIS DOCUMENT Page 2
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Automobile Sales Real Wages and Multilateral Exchange Rate
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Source: BBVA Francés Research using ASCOMA data. Source: BBVA Francés Research using BCU and INE data.

Sales grew 20.3% year-on-year in 2011, in response to a series of positive factors. The most
significant were: a) the growth of real income (associated both to improvements in employment
levels and to a growth in real wages), b) an exchange rate that increased over the period at
hand, resulting in lower automobile prices in relative terms, given the large share of imported
vehicles in the market (95%); and ¢) modifications early in the year to the IMESI tax, the internal
tax that was 30% for all categories and was modified to values between 20 and 40%, according
to the engine size of the vehicle.

These factors took place in a context of strong growth of the Uruguayan economy (estimated
GDP growth in 2011 was 6.2% year-on-year) and stable interest rates during the year, with a
slight downward trend toward the end of the period.

The outlook for 2012 indicates a deteriorating growth in sales as a conseqguence of the
reduction in economic activity (estimated GDP growth for 2012: 44% year-on-year) which will
imply lower increases in household incomes than those seen during 2011. However, this trend
would be compensated partially by the continued strengthening of the peso, although at a
slower rate than the previous year, which would imply another improvement in the relative
prices of automobiles, and consequently greater accessibility to credit in terms of earnings.
Therefore, our forecast for 2012 is of 60,000 automobiles sold, or a 9.5% increase year-on-year.

Chevrolet and Volkswagen lead sales in light and heavy vehicles,
respectively

Light automobile sales continued to be dominated by Chevrolet and Volkswagen, accounting
for 37,4% of the market between the two.

SEE IMPORTANT INFORMATION ON THE LAST PAGE OF THIS DOCUMENT Page 3
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Table1

Sales of cars and light utility vehicles to the public by make
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Automakers
CHEVROLET
VOLKSWAGEN
CHERY
FIAT
NISSAN
PEUGEQOT
SUZUKI
RENAULT
HYUNDAI
FORD
TOYOTA
BYD
GWM
CITROEN
EFFA
FAW

Units
13033
6212
3394
3390
3048
2818
2471
2104
1630
1572
1376
1029
957
809
723
755

2011

Share
25,3%
12,1%
6,6%
6,6%
5,9%
5,5%
4,8%
4.1%
3,1%
3,2%
2,7%
2,0%
1,9%
1,6%
1,4%
1,5%

2010
Units
11657
5192

3755
2135
1891
941
1632
1366
1694
1560
577
858
1009
671
388

Share
28,7%
12,8%
0,0%
9,2%
5,3%
4.7%
2,3%
4,0%
3,4%
4.2%
3,8%
1,4%
2,1%
2,5%
1,7%
1,0%

Source: BBVA Francés Research using ACAU data.

With regard to heavy utility vehicles (trucks and buses), the ranking by brand is still led by

Volkswagen, with 221% followed by JMC (14.8%). It is important to note that both brands

reduced their overall share, while Foton (124%) and Mercedes Benz (10.7%) increased theirs
significantly.

Table 2

Sale of heavy utility vehicles by make to public
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Automakers

VOLKSWAGEN
JMC

FOTON
MERCEDES BENZ
JAC

SCANIA

IVECO

HYUNDAI
AEOLUS

VOLVO

Units

789
526
442
382
311
231
180
147
119
113

2011

Share
22,1%
14,8%
12,4%
10,7%
8,7%
6,5%
51%
41%
3,3%
3,2%

2010

Units Share
707 23,2%
479 15,7%
218 7,2%

197 6,5%

350 11,5%
219 7,2%

102 3,3%

298 9,8%

122 4,0%

119 3,9%

Source: BBVA Francés Research using ACAU data.

Small decrease of the trade deficit against a background of trade growth
External trade in cars and car parts grew significantly during 201, particularly in the area of
exports, which made it possible to slightly reduce the trade deficit in this sector.

Uruguay's automobile industry consists of three car makers that satisfy around 5% of internal
demand, while the rest of the country’s demand is met from abroad.

In 201, sales abroad increased significantly (see Table 3), in particular in regional markets, in
almost equal shares to Brazil and Argentina. Around September, problems arose in trade with
Brazil when the latter denounced non-compliance to the regional integration percentages
required for units sold by MERCOSUR.

SEE IMPORTANT INFORMATION ON THE LAST PAGE OF THIS DOCUMENT
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This resulted at the end of the year in a slowing of sales and the conflict extended as it affected
investment decisions announced by the Chinese company LIFAN, which made the continuation
of negotiations conditional on a final resolution of the conflict.

Table 3
Foreign trade in transport equipment

USD million Change
2010 2011 (%) %
Exports 191,0 304,0 59,2%
Imports 764,2 829,2 8,5%
Trade Balance -573,3 -525,2 -8,4%

(*) November annualized figures.
Source: BBVA Francés Research using BCU data.

Slight upturn in banking credit, with plenty of room for growth

The increases seen in family incomes and the evolution of the prices of vehicles resulted in an
improvement of the accessibility index, as shown in Table 5. In 2011, 32 average monthly
salaries were needed to acquire a vehicle, a continuing of the improvement in this ratio
observed in 2005.

Chart5 Chart 6
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The improvement in accessibility indicators is reflected in an increase of the share of collateral
loans in the total of estimated invoicing during recent years. As shown in Table 6, in 2011
Collateral Loans reached 7.2% of sales for the period, which is still much lower than international
and regional percentages.

Although over the last few years a growth of the share of financing has been seen in local
currency, the average for 2011 was 87.2% of the awarded financing was in foreign currency.

SEE IMPORTANT INFORMATION ON THE LAST PAGE OF THIS DOCUMENT Page 5
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The lack of collateral loans has been partially offset by other forms of financing, such as the use
of consumer lending facilities for the purchase of vehicles, the growing importance of leasing as
a means of financing light and heavy utility vehicles, and also finance via auto-dealers.

Sector limitations or risks: scale, MERCOSUR protectionism, tax component

in prices and informal-sector income

There are limitations to the development of local production by car makers, among which the
problem of the small Uruguayan demand compared to the two already developed industries of
MERCOSUR (Brazil and Argentina) as well as practices tending to increase the "Mercosur"
component of auto parts. The local manufacturing sector therefore inevitably fulfills the role of
provider of parts or vehicles for relatively restricted niches.

On the demand side, high vehicle prices in relation to average incomes, in particular due to the
tax component, uncertainty over the evolution of the exchange rate in a market in which the
majority of vehicles are imported and limits to greater financing from the still-high percentage of
the labor force in the informal sector (27.5% in the last quarter of 2011) restrict greater expansion
of the demand for vehicles.

SEE IMPORTANT INFORMATION ON THE LAST PAGE OF THIS DOCUMENT Page 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,
SA. (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 undertake to communicate the changes, or to update the content of this document.

Neither this document not its content constitute an offer, invitation or request to buy or subscribe to shares, or other securities, or to make or cancel
investments, neither can it serve as the basis of any contract, commitment or decision whatsoever.

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 available to the public, obtained from sources deemed to be reliable, but the information
has not been independently verified by BBVA, and therefore no guarantee (either explicit or implicit) is provided for its exactitude, integrity or correctness.
BBVA does not assume any responsibility for any direct or indirect loss that may result from the use of this document or its contents. 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 against the interests of investors and even result in a loss of the
initial investment. Transactions in futures, options and shares or high-yield securities may involve high risks, and are not suitable for all investors. In
fact, certain investments may lead to a loss greater than the initial outlay, in which case additional sums must be paid to cover the loss. Therefore,
before making any transactions in these securities, investors must be aware of how they operate, and the rights, liabilities and risks involved, in
addition to those inherent in the underlying values of the securities. There may not be a secondary market in 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, (i) redistributed or (iii) cited, without
prior permission in writing from BBVA. No part of this report can be reproduced, taken away or transmitted to those countries (or persons or entities from
such) where distribution may be prohibited by current law. Non-compliance with these restrictions may constitute an infraction of the law in the pertinent
jurisdiction.

This document will only be distributed in the United Kingdom to (i) people with professional experience in matters related to the investments provided for in
article 19(5) of the 2000 Financial Services and Markets (Financial Promotion) Law of the 2005 Order, (in its amended version, hereinafter the “order”) or (ii)
major asset institutions subject to the provisions of article 49(2)@) to (d) of the order or (iii) people to whom an invitation or proposal to make an investment
can legally be made (in accordance with the meaning of article 21 of the 2000 Financial Services and Markets) (hereinafter, all these people will be known as
“‘involved people”). This document is addressed exclusively to involved people. People who are not involved should not base or take any action in
accordance with it. The investments or investment activities referred to by this document are only available to involved people and will only be made with
involved people.

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 is not a member of FINRA and is not subject to the disclosure standards established for its 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 HYPERLINK "http://www.bbva.com” www.bbva.com /Corporate Governance.”

BBVA is a bank subject to the supervision of the Bank of Spain and the National Securities Market Commission (CNMV), and is registered in the
Administrative Register of the Bank of Spain under number 0182.



