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Next week...

.. moving away from Europe nearer the US but with global risk premium
exposure

Next week sees the release of 3Q11 GDP figures which, if near the expected 12% g/q, should have a
similar trajectory this year to those of our main trading partner's (the US) output. Output should
have gone from less to more, reflecting the close cyclical links between the two economies and
their exposure to common shocks. In turn, the Eurozone area has an opposite outlook in terms of
GDP, moving from higher to lower growth over 2011 and with a forecast for practically a standstill
or even decline in output in the last quarter of the year. This situation, alongside the close direct
contagion channels from Europe to Mexico', fails to rule out downward risks for our economy if
sovereign debt in the Eurozone continues to increase the sense of persistent global risk. In other
words, if this were to mean the start of a period where the availability of finance is too low to
cover the solvent demand for funds at reasonable rates.

If global uncertainty continues, potential is high for foreign capital outflows.

The lack of component factors to ease global uncertainty means continued downgrades to
financial assets on domestic markets. This time around, the European debt crisis has affected
domestic fixed income instruments which, by showing a positive correlation with the MXN, points
to the risk aversion sentiment worsening.
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' For more details, see for example, BBVA Research "Mexico Watch' for the second quarter of 201, available online at
www.bbvaresearch.com
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Calendar: Indicators

GDP, 3Q11 (Tuesday, November 22)

Forecast: 1.2% q/q 4.2% yly Consensus: NA. Previous: 1.1% q/q 3.6% y/y
) ) The third quarter ends with better-than-expected output indicators than at the start of the period.
Economic Analysis The surprise negative figures in the August IGAE were mainly due to particularly depressed
Cecilia Posadas industrial output (-11% for the month, the lowest since mid-2009) and were compensated in
c.posadas@bbva.com September with positive growth of 1.8% with a good rise in main sectors: manufacturing and
construction (L5% and 2.5% m/m respectively).
Pedro Uriz Borras In turn, a key indicator for the service sector (64% of the economy's added value) on available
pedro.uriz2@bbva.com income in the formal sector continued to see well-paced growth in the third quarter: an average
of 5% for the year in the quarter with positive contributions from both employment and real
wages.

In all, the quarterly forecast for GDP in the 3Q!lL in accordance with the MICA-BBVA model, is 12%
g/q, 0.2 pp above estimates with the information available at the start of the quarter. In the same
vein, we expect output to slow in the last quarter of the year to a level near 0.3%, with a probable
range between (0.0 and 0.6% g/q). In total, 3.8% for the whole of 2011

Inflation for the first two weeks in November (Thursday, November 24)
Forecast: 0.98% bi-weekly 3.44% Consensus: 0.76% bi-weekly Previous: 0.67% m/m 3.2%
yly yly

We have increased our growth outlook for prices this month due to the higher-than-expected
increase in electricity prices in the face of the end to warm season subsidies and pressures in
energy costs. In addition, a seasonal upswing in fruit and vegetable prices will be seen - a normal
occurrence given the season. We expect core inflation to see a 0.15% g/q increase (3.12% y/y). This
change means that the core component continues to not show pressures in services and non-
food goods thanks to the economy's comfortable resources. This avoids pressures on demand
and favors a lack of any pass-on to the exchange rate. We expect inflation to be around 3.48% at
the end of the year.

Chart 3 Chart 4
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Markets

No improvement in the global mood, markets await decisive action in the euro

zone

Last week fears of systemic risks in the euro zone intensified when Germany and France failed to reach a
political agreement on the role of the ECB as lender of last resort for EU sovereigns in the Eurozone (EZ).
Generic 10-year bonds for most of the EZ countries (other than Greece, Ireland and Portugal) posted highs in
their spreads against the German Bund. There was a notable fall in demand for Spanish 10-year bonds, and
their yield was up to 6.975% (vs. 5433% at the previous auction). This news, together with statements by
Fitch on the risk of banking contagion to the U.S, pushed the favorable US cyclical data (industrial output,
unemployment benefit and housing) and the positive valuation of Portugal by the Troika into the
background. Markets will keep a close eye on the upcoming Ecofin meetings.

If global uncertainty continues, potential is high for foreign capital outflows

In general, the global scenario continues to favor an exit from risk assets which, this time around, even
affected domestic fixed income instruments which, by showing a positive correlation with the MXN, points to
the risk aversion sentiment worsening. We believe the range dynamics remain. Nonetheless, the potential for
foreign outflows (if the rumors on contagion in the European periphery continue) is high and the devaluation
could even be more aggressive. In all, we continue to forecast a moderation in risk premiums toward the end
of the month. In this sense, we maintain our forecast of appreciation toward the 1320 level. Over the week,
they could fluctuate between 13.4 and 13.7.

In the face of EZ tensions and favorable US economic data, the Mexican stock

market moved down, albeit less than in developed markets

Although the epicenter of turbulence is the EMU, positive readings in cyclical indicators came from the US.
This meant the weekly contraction on the Mexican stock market was similar to the Dow Jones and saw a
better performance than European markets. We continue to expect market volatility in anticipation of
proposals for fiscal consolidation in the U.S. (November 23) and the Ecofin meetings at the end of the month.
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The IPC ended the week with a slight bounce from 36,000pts, a
psychological support level. However, we believe that there is
still a high likelihood of it seeking out the 35,600pts level where
it would hit a more important support - the area where the 30-
and 200-day rolling averages come together and where we
would increase our short-term positions. The alternate scenario
would be for the market to maintain the bounce and hit above
the 10-day rolling average (36,855pts) which would mark an
entry signal. In both instances, we would consider 38,000pts as
atarget level.

Previous Rec: This keeps the risk of short-term profit-taking
high with supports at 36,000 and 35,600 pts. We have
therefore maintained a low short-term investment level.

MXN
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Volatile week with the dollar returning to the MXNI13.75 zone
The bounce could persist to the MXN!13.85 zone where it
would hit the second standard deviation with a return to that
from two months ago. The first support now sits at MXN1355.

Previous Rec: If it continues to trade in the high part of this
tranche, we maintain a downward outlook for the dollar to
floor levels at MXN13.20 and MXN13.00.

Source: BBVA Bancomer, Bloomberg
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3-YEAR M BOND: (yield): Again comes in above the short-term
rolling average. The bounce could persist with a target at 49%
and support at 4.6%.

Previous Rec.: We expect a bounce toward levels around 4.7%
and then 4.9%.

Source: BBVA Bancomer, Bloomberg
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10-YEAR M BOND: (yield): Major upswing breaking through
the 30-day rolling average. Important resistance up to 6.8%
with support at 6.3%.

Previous Rec:. If it breaks 6.35%, it could set a trend change
and seek 6.8%.

Source: BBVA Bancomer, Bloomberg
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Chart 7 Chart 8
Stock Markets: MSCI Indices Foreign exchange: dollar exchange rates
Falls on stock markets (October 18, 2011 index=100) (October 18, 2011 index=100)
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Output holds
positive
performance,
situation indicators
point to 3Q11 with
quarterly rates
around 1%

Monetary Conditions
relax due to recent
exchange rate
depreciation

Recent inflationary
surprises have been
downward, while
those concerning
economic activity
have been mixed.
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Activity, inflation, monetary conditions

Chart 13 Chart 14
BBVA Research Synthetic Activity Indicator Advance Indicator of Activity
for the Mexican economy (y/y % change)
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Chart 15 Chart 16
Inflation Surprise Index Activity Surprise Index
(July 2002=100) (2002=100)
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Chart 18
Chart17 Balance of Inflationary Risks* and Lending Rate
Monetary Conditions Index (standardized and %; monthly averages)
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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.
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with the attainment of price targets, which depend on intrinsic and extrinsic factors that affect both the performance and trends
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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. 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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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 BBVA Securities Inc, BBVA Brazil, BBVA Continental, BBVA Banco Frances, BBVA Chile or any affiliate of the
BBVA Group, of its affiliates” salespeople, traders, and other professionals may provide oral or written market commentary or
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Bancomer or any of its affiliates BBVA Securities Inc, BBVA Brazil, BBVA Continental, BBVA Banco Frances, BBVA Chile or any
affiliate of the BBVA Group’s 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 (i), 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.
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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
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Branch purely as a resource and for general informational purposes only, and is intended for general circulation.
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the Banking Act 1959 nor is it regulated by the Australian Prudential Regulatory Authority (APRA).
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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.
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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
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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
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