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New drop in construction production

Lower construction production was seen in January. Building fell once again, as did the number of workers hired by the
sector's companies. Construction in the energy sector acted once again as a counterweight, with a significant improvement.
The increase in private production was not enough to counteract the fall in the public sector. A rebound is unlikely unless
building and public sector construction recover.

e Construction performed below than the economy as a whole

The value of production fell once again in January 2013. In terms of its annual comparison, production in the construction
industry was down 14% (20% compared to the previous month, seasonally-adjusted). With this result, the economy as a
whole once again outperformed the construction industry when we compare the general economic activity index (IGAE)
against the value of production in the sector. This lower performance can also be seen against the economic activity in the
secondary sector to which construction belongs.

This month, the decrease is due to a 6% fall in building, something which had not happened since January 2011. This result is
based on lower housing production. Since building is the main type of work in construction, its decrease is reflected in the
entire sector, despite the fact that the rest of the types of work showed positive performance. In contrast, construction in the
energy sector showed the greatest increase. In January, production in energy construction work was up 7.2% in terms of its
annual comparison, with extraction plant construction boosting growth. Construction in the telecommunications and
transport sectors, as well as in other types of construction, was up moderately to 05% and 12% year-on-year, respectively.

e Labor demand is also down

Labor demand by construction companies continued to decline, although not as much as in the previous month. In
January, the number of people employed by the companies surveyed was down 1.8%, with non-dependent workers being
the most hardly hit. The number of workers fell once again, although less than in December. This could affect production,
due to fewer workers engaged in construction work. Although it is true that the total number of people employed by
construction companies has only declined in the two most recent months (January and December), the number of workers
has remained in negative territory from October 2012 to January 2013. However, during the first two months this was not
reflected in the value of production due to a possible replacement with non-dependent workers, but the combination of
fewer workers and fewer non-dependent employees does have an effect on production.

e Credit stabilizes and public spending on physical capital continues to decline

The balance of credit for building has remained stable, similarly to lending for road construction. In January, the
construction loan portfolio barely fell by one thousand million, with the greatest effect seen in its current part. However, the
portfolio quality has been maintained, with an NPA ratio of around 6%. Total bank lending for road construction also
remained stable and unchanged from December 2012. This portfolio's NPA ratio remains below 1%, thanks to a slight
decrease in the overdue portfolio.

The decline in the sector's production can be seen in its public component. Year-on-year, public production fell by 5.3%,
while private production was up 2.8%. With these results, the share in the sector is balanced between both sectors. This
reveals the declining importance of the public sector in construction, due possibly to a drop of nearly 16% in spending on
physical capital in January 2013,

e The outlook for a start of the year with lower production materializes

As in the previous month, construction in the energy sector was once again the sector's spearhead. In building, which is the
main type of work, performance was exceptionally negative, at levels not seen in the last two years. This, together with lower
demand for workers and non-dependent staff, suggests that construction will face a difficult year. The declining share of the
public sector, which had been the main builder, will maintain the negative effect. Growth in the sector is unlikely unless
building and public sector construction recover. However, the upcoming application of the Public-Private Partnerships Act
could help private production offset the decrease seen in the public sector. The lack of progress in construction could
continue throughout the first quarter of 2013, while awaiting the presentation of the National Development Plan and the
National Infrastructures Plan.
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Table 1
Overall construction sector indicators
Annual % change

Annual % change main construction Indicators

Indicator ago-12 _sep-12 oct-12 nov-12 dic-12 Jan-13
IGAE 35 11 43 39 14 32
IGAE Secondary 34 22 34 29 -1 17
Industrial Construction activity 26 27 21 -04 -5.0 01
Production valur of construction 35 25 11 15 -23 -14

Annual % change in production value of construction

Type Share Aug-12 Sep-12 Oct-12 Nov-12 Dec-12 Jan-13
Building 439 0.8 -16 -20 30 -17 -6.0
Telecomm y Transport 26.6 -0.6 0.2 -01 03 -31 05
Energy 16.0 84 91 35 -35 22 72
Others 135 19.2 171 139 54 -8.1 12
Construction 100.0 35 25 11 15 -2.3 -1.4

Annual % change In construction labor

Labor Share Aug-12 Sep-12 Oct-12 Nov-12 Dec-12 Jan-13
Workers 68.6 11 17 -1.2 -0.7 -5.2 -1.0
Employees 171 13 15 -0.8 43 32 -0.1
Owners 13 -36 29 95 7.0 133 35
Outsourced 13.0 143 8.0 93 6.3 -1.5 -83
Total 100.0 29 26 0.5 13 -3.0 -1.8
Source: BBVA Research with data from the National Construction Company
Survey, INEGI.
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Disclaimer

This document has been prepared by the BBVA Research department of Banco Bilbao Vizcaya Argentaria, S.A. (BBVA) and by BBVA Bancomer, S.A., Institucion de Banca Miltiple, Grupo
Financiero BBVA Bancomer, on its own behalf and is provided for information purposes only. The opinions, estimates, predictions, and recommendations appearing in this document refer to the
date shown herein, and therefore may change as a result of market fluctuations. The opinions, estimates, forecasts and recommendations included herein are based on information obtained from

reliable sources; however, BBVA gives no guarantee, whether express or implicit, about the accuracy, completeness or correctness of such information. This document is not an offer, an invitation,
or an incitement to subscribe or buy shares.



