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EO“  Analvei « Sales of vehicles in Panama reach historic levels in 2011. We
conomic Analysis estimate sales approaching 47,000 units next year, a large
proportion of which will be commercial vehicles.

« Free Trade Agreement with the United States poised
to favor supply of new cars and, conseguently, the
modernization of the vehicle fleet.

« Low interest rates will increase access to credit over the
coming years, incentivizing a greater role for bank financing
in the purchase of cars.
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1. Introduction

Panama’s economy grew 104% year-on-year to September, boosted by a high level of both public
and private investment in construction and infrastructure. This improvement has corresponded to
a marked increase in the sale of vehicles, in line with the dynamism indicated by other household
spending indicators. In fact, expected sales in 2011 (@round 45000 units) will exceed the forecast of
42000 in our previous report, which set the bar high compared to other estimates for the sector.

The Panamanian automotive supply, which comes from abroad, reflected this demand behavior.
While in 2010 the FOB value of imports (chapter 87) grew 12% year on year, as of June 2011,
purchases of transport equipment increased over 50% year-on-year.

The prospects of the automotive sector in Panama are positive, supported mainly by the expected
growth of GDP per capita over the coming years, continuing low prices, and the stability of interest rates.

2. Current situation and outlook for the
automotive industry

Automotive industry sales meet expectations

Automobile sales reached 41,781 units in November of 2011, 234% higher than the same period
in 2010. Thirty-eight percent of the total purchases (data up to October) corresponded to private
cars, a proportion which increased compared to last year’s 35%. The opposite occurred with SUV
sales, which represented 36% in 2010 compared to 31% in 2011.

The change in the composition of sales is closely linked to the increase in the domestic price

of fuel, which led households to purchase smaller cars. For instance, between May 2010 and
May 2011, 95 octane gas rose from US$3.33 to US$4.46, a level close to the historic maximum of
US$450 in July 2008.

Over the last months the price of fuels has dropped, but the demand for small cars will be
sustained due to the entry into the labor force of new young professionals whose average salary
is not much higher to the threshold for buying a car. For its part, demand for larger horsepower
cars will continue to be strong due to the higher standard of living of Panamanians already in the
work force and due to better equipment of roads for inter-city transport.

This year sales are poised to reach around 45000 units, above the 42000 units forecast by BBVA
Research in April for the average of transactions between 2011 and 2014. The result seen leads us
to make an upward revision of our forecast for 2012 to a level higher than 47000 units (5% year-
on-year increase), given that the growth surprise could spillover into the coming years.

Furthermore, the unemployment rate dropped in 2011 by about 2 percentage points to 4.5%,
surprising market consensus, which expected reductions to 55% on average upon year's end. The
current unemployment rate in Panama is very close to its long-term level so in spite of the fact
that additional reductions in 2012 will be marginal (up to 4.2% according to our calculations), it will
remain within levels supporting an important increase in the quantity and quality of employment,
with a corresponding better behavior of salaries.

Still, we are making a conservative revision taking into account the possible moderation in growth
in the context of greater global uncertainty and the effect of mass transport systems on the
demand for private cars.

Other factors that will continue to support the increase of automobile sales in Panama are the
expected growth of the average income of the population, close to 6% annually in real terms, the
increase in good quality infrastructures (the extension of the canal and improvements in national
roads), and the demand in transport services in a climate of economic growth. Furthermore, it

is hoped that the arrival on the scene of multinational companies (60 were recorded between
2010 and 2011 and the strengthening of traditional companies will continue as the Panamanian
economy keeps on its path of rapid growth.
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The auto parts industry will take advantage of this greater dynamism in auto sales as long

as it has been able to design an integrated service offer suited to new car sales. Furthermore,
prospects for prices and quantities are positive with the entry into vigor of the free trade
agreement with the United States, the main source of lubricants and other components, and with
the extension of the Panama Canal, which will convert the Coldn Free Trade Zone in an important
supplier for the entire Latin American region.

Chart 1 Chart 2
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The offer continues to diversify

The entire automotive offer in Panama is imported. Automobile imports in the first quarter of 2011
rose to US$5194 million, a figure that compares favorably with the US$863.5 million sold in the
whole of 2010. According to these figures, in spite of the reduced offer caused by the disruption
in production lines following the earthquake in Japan, lower international vehicle prices (both new
and used) have supported the demand for cars in Panama.

New cars have increased their share of total imports over recent years. While they represented
81% of the total in 2000, they corresponded to 90% in 2010. This demonstrates that restrictions
to internal used car dealing have had positive impacts on the renewal of the Panamanian
automotive fleet.

Penetration by the different vehicle brands in the market has experienced small variations. In 2010
Toyota was in a leading position with 23% of the market and it is now in second place with 20%,
behind Hyundai, which slightly increased its market share for the year in course from 20% to 21%.
Furthermore, the positive evolution of the KIA brand should be noted, as it has gone from 9% to
1% of current sales. In general, during 2011, brands with offers in Panama specialized in the sale of
fuel efficient cars.

Over coming years, the establishment of fuel price caps by Panama’s government and the
expected stability of oil prices could mean that larger cars recapture market share.

Furthermore, it is expected that Chinese cars will continue to gain market share, given their
competitiveness in prices and the greater market confidence that they have acquired, in keeping
with the trend for the entire region. Also, the trade treaty entered into with the United States, as we
shall see in the next section, will increase Panama’s access to imported cars from this country.

Automotive parts imports had reached US$43 as of June 201, which compares favorably with the
value of US$81 million for the whole of 2010. The boost to the sector will come from the service
centers’ capacity to better integrate their sale and repair offers, as well as by the greater volume of
car sales expected on the medium term.

Page 4



BBVA ‘ RESEARCH Panama Automobile Market Outlook
2011

3. Commercial agreements and tariffs

The free trade agreement with the US will facilitate new car purchases

The free trade agreement between Panama and the US was ratified in October by the US
Congress. The US is the main social partner of the country, a relationship that could deepen
following the entry into vigor of the treaty and the extension of the Panama Canal.

Panama is a net importer of vehicles from the US and maintains an average tariff of 12.7% on cars
from that country, with a range between 5% and 20% depending on value. For passenger cars
tariffs vary between 10% and 20% (15% for cars costing between US$0.00 and US$12.000; 18%
between US$12,001 and US$14,500 and 20% for those costing over US$14,500), vans are subject
to a tariff of 10% and for trucks it varies between 5% and 10% depending on the weight.

Chart 3 Chart 4
Imports of new and used passenger cars Schedule for import tariff reductions on
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The agreement will immediately eliminate tariffs on 89% of car and auto parts imports from

the US, with the elimination of tariffs to be spread over 10 years for the remaining imports (see
chart 4). In particular, 78% of vehicles and 96% of parts will become tariff free immediately, 3% of
imported vehicles will become tariff free in five years, and the remaining 19% of vehicles and 4% of
parts will do so in ten years.

The tariff structure has incentivized the import of used vehicles due to their lower import prices
and conseqguent lower tariffs. The agreement should eliminate this distortion, also making it
possible for Panama to impose restrictions before the entry into vigor of the agreement to control
the import of used vehicles. Therefore we can expect a restructuring of the automotive fleet in
Panama, with greater willingness on the part of households to buy new as opposed to used cars,
which currently amount to almost 50% of the cars imported from the US.

4. Financing

The total balance of vehicular sales in September of this year was US$656 million, with a nominal
growth of 80% year-on-year. Its share of total consumption remained stable at 12%., while its
share of total credit was reduced from 3% at the start of 2010 to the current 2% due to the very
significant increase in the commercial sector (27% y/y on average).

The average interest rate for cars in the Panamanian system continues on a downward trend,
although at a slowing pace in recent months, having reached a nominal rate of around 76%. It
is expected that, in keeping with the prolonged international low interest rates scenario, car loan
interest rates will remain in the 8%-9% interval, with the consequence that they will continue to
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increase household debt. In fact, as of August this year, the number of new credits for this purpose
grew 25%, with the average value of vehicles financed remaining stable around US$16 million.

As of August, the Panamanian banking system had financed less than 38% of new car purchases
in the country, a figure similar to 2010, but lower than 2008, when around 46% was financed
through banks. The remaining source of financing comes from the dealers themselves and buyer
savings, but, based on available statistics, it is not possible to estimate the value of each type of
financing. Calculations by the Auto Distributors” Association of Panama show that, in last October’s
“Exposhow”, 65% of sales had taken place through banks and 35% directly with dealers.

The most common repayment periods are between 49 and 84 months, with these types of loans
making up 85% of the total amount extended out in 2011. Among these, 45% of the total is from
loans repayable in six and seven years.

Opportunity for growth in auto financing is extensive given the increasing proportion of new
vehicles over recent years. This affords the financing system more favorable conditions to enter
the market, considering that new cars may present better financing conditions in rate and
repayment period due to the lower risk that they represent. Furthermore, we expect that low
interest rates will incentivize the demand for credit and make it possible for new professionals
entering the labor market to afford the purchase of their first vehicle.

Chartb Chart6
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5. Conclusions

Advances in the public infrastructures plan over recent years have meant better inter-city roads
that, including in the short term, have resulted in improvements in the connections between the
provinces and Panama City, compensating for the negative effect of the fuel price rise on the
purchase of higher horsepower vehicles.

Over the coming years, the optimization of mass transit systems could moderate auto purchases
for the purpose of inner city commuting, although the commercial and private sector strength
will be maintained for commutes between towns and toward the canal. In fact, the extension of
the Panama Canal will result in a significant increase in the export of commercial services and in
the generation of currency for the economy that will support the increase in domestic demand.
Furthermore, the automotive body and motor parts sector will capitalize on the greater demand
for heavy load and public transport vehicles to increase its business volume.
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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 (ii) 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.

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 (iii) 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 personsThe 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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