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Economic performance in 2010 and
outlook for the future

We forecast economic growth of the Panamanian economy at 7.1%
in 2010, based on the strong increase in internal demand driven, in turn,
by government investments and the expansion of the Panama Canal. This
strong output dynamic should extend to 2011 and 2012 with growth rates
coming in over 6% for both years.

Private consumption and infrastructure investment are set to be the
growth engines in coming years.

Credit is seeing a high growth rate (13.3% y/y in 2010), boosting the
dynamics of key sectors of the economy.

The upturn in international trade has led to higher traffic volumes in
the Panama Canal, after the annual decreases seen for most of 2010.
This has created a positive boost for activity in the Colon free trade zone.

Higher domestic demand and international prices for primary goods
have caused greater inflationary pressures. After ending 2010 with an
average 3.5%, levels nearer 4% are expected for 2011 and 2012, depending
on the influence of oil and food prices.

Finance for infrastructure projects has been met with foreign and
domestic resources, with no effect on compliance with targets set in the
Social and Fiscal Responsibility Law.

The current account will continue to show a high deficit, mainly due to
the higher capital expenditure. This deficit will largely be financed by foreign
direct investment and medium- and long-term borrowing.
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Growth outlook improves due to dynamic
consumption and infrastructure investment

Panama Canal expansion and investment in other infrastructure megaprojects set bases for
future growth

We expect growth of the Panamanian economy of 7.1% y/y in 2010, driven by dynamic consumption
and the ambitious public works investment program both for the Panama Canal expansion and for
investments in other infrastructure projects by the non-financial public sector (NFPS). Growth was
boosted in the second half of the year due to the higher performance in works contracted by the NFPS.
This good moment for the Panamanian economy was confirmed by the gross domestic product results
(GDP) for the third quarter 2010, coming in at 8.4% yly (2.5% q/q). This high growth remained until
the end of 2010 and will extend over 2011-2012 (see Chart 1), supported by the continuing investment
program in infrastructure, sustained consumer growth and a recovery in service exports supported by
the recovery in the global economy and international trade.

Service sector leads economic growth

The monthly economic output index (IMAE) reached 9.5% y/y growth in November — the largest
annual increase throughout the year — showing the good performance of the service sector. Indeed,
the transport and telecommunications, retail and hotel sectors are presently the driving force for growth
(see Chart 2). In terms of demand, indicators show higher consumption driven in part by tourism. In
turn, investment in machinery and capital goods is strengthening with 31.9% growth in capital goods
imports, while the construction sector continues on the path to recovery according to the positive trend
in permits, which registered 47.4% y/y growth in October.

It should be stated that economic output was stimulated by credit expansion, with 13.3% y/y growth in
2010, supporting the performance of different economic sectors. The best performance is concentrated
in consumer loans and mortgages and in the manufacturing and retail sectors. This was due to the low
interest rates, fruit of higher competition in the financial sector.

Chart 2
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Further, the recovery in international trade has increased activity at the Panama Canal, with 3.9% y/y growth
in transits. Toll revenues are growing at rates near 8% y/y and should continue to see growth in the future
based on the rate increases (see Chart 3). Given this favorable result, the ACP transferred resources to the
Government of $814.8 million in the tax year (running to September), 8.1% above forecasts for the year.

In general, the dynamism in service exports with higher activity in the Coldn free trade zone and in
ports and logistics, favored the trade balance result by compensating the slowdown in goods exports.
The trade balance has registered positive figures since 2006, reaching a maximum in 2009 thanks to
the contraction in imports. As exports gain traction in 2011-2012, and in spite of the growth in imports
driven by strong domestic demand and increasing capital investments, the trade balance should
continue to show positive results.

REFER TO IMPORTANT DISCLOSURES ON PAGE 4 OF THIS REPORT PAGE 2
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Higher domestic demand generates pressures on prices and the current account

As is to be expected, the major growth in domestic demand and international price increases for primary
goods have generated inflationary pressures, taking the rate to 4.9% y/y at end-2010, equivalent to
average yearly inflation of 3.5% y/y (compared with 2.4% in 2009). In coming years, annual inflation
should hover around 4% y/y depending on the behavior of oil and food prices, which have a major
impact on the general price level due to the sizeable weight of imports in the consumer price index.

As the major spending drive is concentrated on extending output capacity, the Panamanian economy
is not expected to experience over-heating pressures that could affect the sustainability of growth.
In turn, although high deficit levels for the current account are forecast for the coming years, these
will mainly be determined by the higher capital spending and will be widely financed by foreign direct
investment and medium and long-term borrowing.

With regard to public finances, results point to an improvement over 2009, in line with the limit set out
in the Law on Social and Fiscal Responsibility. Specifically, the NFPS deficit should come in at 0.8%
of GDP in 2010 and show a slight worsening in 2011, to be curbed in the following years. This is in
line with the NFPS investment program and the growth expected in tax receipts, supported by the
positive growth outlook and higher employment levels. With regard to infrastructure megaprojects,
these will see appropriate finance through global issuances, multilateral loans and domestic borrowing.
In this sense, government efforts to diversify funding sources should be highlighted, with a successful
samurai bond placement on the Japanese market in January this year for US$500 million.

In this context, it is worth to note that the steps the government takes in areas of cooperation and exchange
of tax information, including a possible wider agreement on this issue with the US (which could help the
ratification of the longed-for Free Trade Agreement), would increase the appeal for investment in the country,
strengthening the range of possibilities created with the attainment of the investment grade.

Chart 3
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Table 1
Macroeconomic forecasts
2009 2010p 2011p 2012p
GDP (% yly) 3.2% 71% 6.5% 6.7%
Inflation (% yly, avg.) 2.4% 3.5% 4.3% 4.0%
3-month deposit interest rate (% eop) 2.5% 21% 3.0% 3.6%
Fiscal deficit (% GDP) -1.0% -0.8% -1.0% -0.7%
Current account (% PIB) -0.2% -8.5% -7.9% -8.0%

Source: Comptroller General and BBVA Research

REFER TO IMPORTANT DISCLOSURES ON PAGE 4 OF THIS REPORT PAGE 3



BBVA Resea I’Ch Panama Economic Watch

February 24, 2011

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.

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 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 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 and the rest of entities in the BBVA Group which 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 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”.
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