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Next week...

...Banxico set to keep lending rate...

With inflation expected to remain in the range forecast by Banxico and growth that slowly closes the
negative output gap, it is reasonable to assume that the Bank of Mexico will maintain the lending rate for a
further month, at 4.5% since July 2009. Maintaining this scenario of moderate growth and inflation below 4%
in coming quarters reinforces the outlook of a prolonged monetary pause beyond 2011. The Banxico
statement will maintain the outlook of moderate growth in the U.S. that is wary of global financial markets
with abundant liquidity generated by expansionary monetary policies in developed countries, and therefore
the search for profitability, and in turn the search for lower risk facing the uncertainty regarding the resolution
of the public debt turmoil in some euro area countries. In the domestic environment, we expect Banxico to
continue to signal the outlook of slower growth and controlled inflation in an environment with a lack of
demand pressures and an exchange rate that is strengthening. However, we must be attentive to the
messages from the monetary authority regarding the recent rise in food commodity prices in international
markets, amplified by the repeated mention that the issue has had in recent press. [continued on next page]

The curve incorporates new monetary policy expectations, the peso has strengthened and
the launching of corporate reports in the U.S. between the facts and relevant dynamic
Balance sheet of U.S. economic data still favorable and season of positive reports contributed to strengthen
the MXN by 1.7% in a week. With implied currency volatility it stays low and the forward curve points to
strengthening, we see a floor at 12.0 and possible rebound to 12.15. In turn, the fixed income market began
to incorporate a tightening cycle by the end of Q2-11; however, current economic conditions continue to
point to a monetary pause throughout 2011. In the week, the reporting season of S&P 500 companies could
include a utility increase of 31% according to the consensus
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Calendar: Indicators

Banxico, decision on monetary policy
Friday, January 21. Decision: maintain (4.5%); Consensus: maintain

(continued from previous page)

Inflation in Mexico and commodity prices in the international market: limited relationship
Analysts and international agencies have pointed out that the recent upturn in food commodity prices is a
significant upward risk to inflation and downward for economic recovery in emerging markets. In the case of
Mexico, it is observed that, until now, the transfer of price increases in international food markets to the
domestic ones is still very limited. Among other reasons, this is because i) different domestic food producers
do not move their prices in line with international prices due to a market structure that hinders access to
export markets, and ii) the proportion of imports in the consumption of some of the foods with most weight in
the CPI basket of goods, wheat, corn and sugar, is low. Furthermore, international prices of food at this time
are still somewhat lower than the peaks in 2008 and 2009, depending on the product. With moderate growth
in the U.S. and Europe, and as uncertainty is reduced concerning sovereign risk of the peripheral countries
of the Euro, it is expected that prices of food and other commodities will be reduced. However, it is
necessary to monitor its progress, and in particular keep track of news on agricultural crops, energy prices,
and pricing decisions of domestic producers who do not export.

Unemployment rate in December
Friday, January 21: 5.2% CSV Consensus: N/A November: 5.4

Given the dynamics of recent months, it probable that the unemployment rate on the active population has
continued to oscillate in the 5.0% -5.5% range which it has been moving in throughout 2010. This is a
comparatively high figure for the performance of the activity. The lack of agreement in economic recovery
with a decrease in the unemployment rate may be related to the concentration of employment recovery in
relatively few activities intensive in capital use, such as the manufacturing sector.

Chart 4
Economic activity and unemployment rate
(yoy % and % in EAP)
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Price of maize (Var% yoy)
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Markets

The market has changed its monetary policy expectations in recent months

In early October, the market had delayed the start of the monetary cycle of rising rates. Later, with the
expectation of less dynamic growth, the Swap curve incorporated a drop in rates over the next six months.
Now, with the upward pressure that has been observed recently, the market features a restrictive cycle for
the end of the second quarter 2011, as well as the normalization amount: 125bp upward (cumulative) in fees
for the next two years vs. 25 and 75 bp that the curve subtracted 2 and 3 months ago respectively. This
increase may be adding to the upward pressure that has been observed in the markets due to risk aversion
and increased international liquidity. Given current economic conditions, we estimate a monetary pause
during 2011.

Strengthening of 1.7% for moderation of risk premiums: psychological support of 12.0,
without ruling out a correction towards the area of 12.15

Last week the MXN posted a strengthening of 1.7% in response to a moderation in global risk premiums and
a continuation of favorable expectations for the global cycle. Specifically, there are three main elements that
act in favor of the currency: 1) U.S. economic data, to which the Mexican peso has shown a greater degree
of sensitivity (although mixed results, the end inflation data and industrial output favored a further shift
towards the area of 12.08), 2) favorable corporate earnings reports in the U.S. and 3) lower risk of
intervention in the currency market by Banxico (in contrast with the position of most countries in the region).
Additionally, implied volatility is still going down, the forward curve continues to reflect an expectation of
strengthening and the long MXN speculative position in the CME increased by U.S. $405mn. However, the
level of 12.0 is a psychological level of support, so do not rule out a further correction towards the area of
12.15.

Reporting results season, the consensus estimates a utility increase of 31% for the S&P
500 companies.

To date, only 7 companies have reported, with a 31.4% growth in EPS and exceeding market expectations
by 12.5%. The three positive reports from Alcoa, Intel and JPM stood out the previous week, particularly the
second one with a positive outlook for 2011. This week activity will increase: 49 reports are expected, which
include Apple, Citigroup, IBM, WD, BoNY, EBAY, GS, State St, WF, AMD, Freeport, Google, MS, BofA and
GE. While the trend of positive surprises has been decelerating in recent quarters relative to the September
2009 peak (79.5%), it is noteworthy that the estimates for 2010 have not changed significantly over the last
three months, leaving room to exceed expectations and, therefore, with the capacity to act, at least, as a

support for the stock exchanges. In turn, the earnings season in Mexico will begin by next week.
Chart 5
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CPI The CPI adjustment during the first two weeks of the
year (-1.3%) means that the market has returned to levels of
short term support by trading around the moving average 30
days (38.106 pts) at the end of the week. We believe that
this level may be observed due to strong sales of several of
the issuers of the CPI which can begin to cause technical
rebounds on them. It is important that the following sessions
are capable of being placed above 38.106 pts to reduce
short-term pressure. This rebound approach would only be
eliminated with a CPl movement towards 37.721 pts, which
would confirm a breakthrough of the 30-day moving average
with more than 1%.

Previous Record: A downward breakthrough of the latter
would set a reverse in the short-term trend. Resistance is
maintained at 39.000 and 39.500 points.
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MXN: During the week the dollar drops to below the minimum
area of last year by being placed under P $12.16, and the
moving average of 200 weeks that is placed at P$12.11. As a
result, it only has the psychological level of P$12.00, and it
has not operated under this amount since October 2008. We
could see technical rebounds, although it would only change
trend above P$12.32.

Previous Record: We believe that this could show a short-
term rebound to levels between the 10-day and 30-day
rolling averages, between P$12.29 and P$12.35.
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3-YEAR M BOND (performance): Remains at the
same levels of the previous week. It still respects the
10 and 30 day moving averages and maintains levels
of support at 5.3% and resistance at 5.6%.

Previous Record: Support at 5.3%, initial resistance at
5.6% and then at 5.8%.
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147112010

10 YEAR M BOND: (performance): Continues to
operate slightly above rolling averages of 10 and 30
days. We do not change support and resistance
levels.

Previous Record: Support at 6.9% and resistance at
7.3%.
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Data of initial
unemployment claims
better than expected in
the U.S. reverses trend
of rising markets. Higher
than expected industrial
output data supports
strengthening of the
peso and separates it
from the region

Decline in risk aversion
at the end of the week
due to higher than
expected data in the US

Rate hikes towards the
end of the week due to
an increase in
expectations of U.S.
growth. Movements of
the week influenced by
FED auctions and
purchases. Rates in
Mexico move in line
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Chart 5

Stock markets: MSCI indices (December

14, 2010 index = 100)
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Chart 7

Risk: EMBI+ (December 14, 2010 index =

100)
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Currencies: rates against the dollar (Dec

14, 2010 index = 100)
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Note: LATAM includes

Argentina, Brazil, Chile, Colombia and Peru. Asia includes the
Philippines, South Korea, Taiwan, Singapore, Indonesia and

Thailand. Non-weighted averages.

Chart 8

Risk: 5-year CDS (Dec 14 index=100)
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Activity, inflation, monetary conditions

Chart 11 Chart 12
Economic Cycle Indicator Advance Indicator of Activity
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Chart 13 Chart 14
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BBVA Global Markets Research an affiliate of Banco Bilbao Vizcaya Argentaria, S.A. (BBVA) and/or BBVA Bancomer, to
provide their or its customers with general information as of the date of the report and are subject to changes without prior
notice. BBVA Bancomer 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. For more information please contact the persons included in the directory of this document.

The determination of a price target does not imply any warranty that it will be attained. For a discussion of the risks
associated with the attainment of price targets, which depend on intrinsic and extrinsic factors that affect both the
performance and trends prevailing in the market on which the recommended securities is traded and/or offered, please refer
to our recently published documents, which are available via e-mail, contact our analysts or visit our internet site
www.bancomer.com.

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 goal, financial position or risk profile, for these have not been
taken into account in the preparation of 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 are 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 Bancomer, and therefore
no warranty, either express or implicit, is given regarding its accuracy, integrity or correctness. BBVA Bancomer, 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.
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Transactions in futures, options or high-yield securities can involve high risk and are not appropriate for every investor.
Indeed, in the case of some investments, the potential losses may exceed the amount of the initial investment; in such
circumstance, 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 characteristics, as well as the rights, liabilities and risks
associated with these securities and their underlying investments. Investors should also be aware that secondary markets for
the said instruments may be limited or may not exist.

BBVA Bancomer, 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 Bancomer 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 Bancomer or any of its affiliates’ proprietary trading and investment 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
forwarded; or (iii) quoted, without the prior written consent of BBVA Bancomer. 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.

This document is provided in the United Kingdom solely to those persons to whom it may be addressed according to the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2001 and it is not to be directly or indirectly delivered to
or distributed among any other type of persons or entities. In particular, this document is only aimed at and can be delivered
to the following persons or entities (i) those outside the United Kingdom (ii) those with expertise regarding investments as
mentioned under Section 19(5) of Order 2001, (iii) high net-worth entities; and (iv) any other person or entity under Section
49(1) of Order 2001 to whom the contents hereof can be legally revealed.

The remuneration system concerning the analyst/s author/s of this report is based on multiple criteria, including the results
obtained by BBVA Bancomer and by BBVA Group in the fiscal year, which, in turn, include the results generated by the
investment banking business, common representation or credit related services; nevertheless, they do not receive any
remuneration based on revenues from the mentioned areas or a specific transaction in investment banking, common
representation or credit related services.

The information contained in this document should be taken only a general guide on matters that may be of interest. The
application and impact of the laws may vary substantially depending on specific circumstances. Changes in regulations and
the risks inherent in electronic communication may cause delays, omissions, or inaccuracy in the information contained in this
site. Accordingly, the information contained in the site is supplied on the understanding that the authors and editors do not
hereby intend to supply any form of consulting, legal, accounting or other advice. As such, it should not be considered a
substitute for the direct advice provided by accounting and fiscal advisors or other competent consultants.

All images and texts and texts are the property of BBVA Bancomer and may not be downloaded from the Internet, distributed,
stored, re-used, re-transmitted, modified or used in any way, except as specified in this document, without the express written
consent of BBVA Bancomer. BBVA Bancomer reserves all intellectual property rights to the fullest extent of the law. None of
the information contained herein may be interpreted as a concession by implication, exclusion or any other means, of any
patent or brand of BBVA Bancomer or of any third party. Nothing established herein should be interpreted as a concession of
any license or right under any BBVA Bancomer copyright.

BBVA Bancomer, as web as its executives and employees have adopted the Cddigo de Conducta de Grupo Financiero
BBVA Bancomer, which is available in our internet site www.bancomer.com.

BBVA Bancomer is regulated by the Comision Nacional Bancaria y de Valores.

BBVA Bancomer as well as other entities in the BBVA Group that are not members of the FINRA (Financial Industry
Regulatory Authority), are not subject to the rules of disclosure affecting such members.

This material is being distributed into the United States in reliance on an exemption from broker-dealer registration
under Rule 15a-6 of the Rules under the Securities Exchange Act of 1934. Any trades in the securities discussed in
this report must be effected through a U.S. registered broker/dealer as we are not authorized to accept any order to
effect trades in any security discussed in this report within the U.S.
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