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Next week...

Important information on the Mexico jobs market. Banxico minutes with no
significant new additions.

This week sees the release of labor market data: structural data on activity and employment from
the National Occupation and Employment Survey (ENOE) for 4Ql1 and the performance in formal
private employment (IMSS) in the first month of the year. In the first quarters of last year, the
change in employment was in line with the economy. Therefore, we expect this growth to have
moderated in the last part of the year. We will also find out the breakdown of the jobs market and
the features of the workforce in underemployment and unemployment. It should be stated that to
3Q1L the jobless rate ran to 2.76 million people, 1.8% more than in the same period the previous
year. 65.5% of the 46.8 million in employment received income between zero and up to three
times the minimum salary - a proportion which saw constant increases in the first three quarters
of the year

(continued on next page..)

Finally, this Friday Banxico released its minutes of the monetary policy meeting on January 20.
Debate continues among Board members on the balance of inflationary risks, although most
recognize the recent shock is non-core. With regard to a knock-on effect from the exchange rate
on inflation, most recognize it was limited and expect the devaluation to be temporary. Lastly, the
debate surrounding the credibility on hitting the 3% target stands out in a scenario of inflation
coming in and forecasts for above the target, even though most believe the current monetary
stance is appropriate for achieving said target.

Global economic data again drive the appetite for risk

After showing some profit-taking on Monday and Tuesday, the MXN closed the week up around
2%. This move was in line with most emerging currencies. In turn, the Mexican stock market saw a
weekly gain which was one of the lowest in the region and just above the US. Attention will be
focused on corporate reports these weeks. Growth thus far comes in at 16.6% in sales, 15.5% in
EBITDA and net profits substantially better taking into account the net loss at Cemex was lower
than expected.
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Calendar: Indicators

Formal Employment in the private sector (over the week, January)

Economic Analysis Forecast: 0.43% m/m 4.16% yly Consensus: NA. )F:/r;a)vious: 0.45% m/m (4.02%

the same as employees without access to health services (64.4% of those in employment).
Pedro Uriz Borras 8.9% of those in employment, around 4.1 million people, were classified as underemployed in the
pedro.uriz2@bbva.com sense that they stated they needed and were available to work more hours than they currently
Cecilia Posadas do. In turn, the employment rate in critical conditions - the percentage of the employed
c.posadas@bbva.com population working under 35 hours a week due to market forces, plus that working over 35 hours

but with monthly income below the minimum salary level and that working over 48 hours and
earning up to twice the minimum salary - came in at 11% of those in work. It should be stated that
this level, as with the unemployment rate (5.2% of the EAP on average in 2011), has not reached
the percentages from before the 2009 crisis.

Further, formal private-sector employment progress in the first month of the year will also be
released. We expect this indicator, influenced by the recent bounce in US manufacturing output
which should have a knock-on effect for Mexico with a slight manufacturing output improvement,
to have maintained its growth rate from recent months. In this sense, the number of workers
insured in the IMSS should come in at around 15.4 million, around 32% of all those in work.

January inflation (Thursday 9 February, 8am)
Forecast 0.82% m/m 4.16% yly Consensus: 0.65% m/m Previous: 0.82% m/m (3.82%
yly)

Next week sees the release of inflation figures for January. We estimate inflation will have
continued its annual increase, mainly due to non-core pressures where prices for agricultural,
livestock and electricity products continued to rise as in recent weeks. Agricultural prices normally
rise at this time of the year since we are between harvests and the availability of different
products is lower. However, livestock products and electricity are suffering from the prevailing
high prices on international grain and oil markets. Core inflation will remain stable in annual terms
at around 3.3% thanks to upward pressure on goods prices being compensated by the lack of
demand pressure affecting services prices. We estimate core prices to have increased 0.43% m/m.

Chart 3
Formal Private-sector Employment Chart 4
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Markets

Global economic data again drive the appetite for risk...

A week of risk appetite favored by macro data and forecasts for an agreement on Greece. In
general, manufacturing output data in all areas (including Europe) followed by US employment
figures stood out. Sentiment, however, continues to revolve around Europe where forecasts for
an agreement between Greece and its creditors (with the latest information pointing to a coupon
cut from 4.0 to 3.6%) seem to be mostly discounted and the way to a second aid package being
opened. China's statement of support for SMEs, showing its ability to stimulate the economy and
prevent a hard landing, and its possible participation in financing the European crisis (always
dependent on Europe getting its house in order) were also an element of support.

..with the MXN continuing to strengthen...

After showing some profit-taking on Monday and Tuesday, the MXN closed the week up around
2%. This move was in line with most emerging currencies and responded to the series of above-
expectation economic data in the US, China and EMU. In turn, Bank of Mexico minutes released
on Monday underlined forecasts pointing to a stronger MXN at fair-value levels. In this sense, the
crossover broke down through the reference support level at 1274 (200-day rolling average),
making space for wider gains as long as there are no negative surprises in EU or European
indicators/news. In any event, the market has not yet given signals of risk appetite running out.

..and the Mexican stock market finally awoke from its lethargy at the start of
the year

In this scenario of renewed risk appetite and after a strong close to 201l the Mexican stock
market finally came out of its lethargy although the weekly gain was one of the lowest in the
region and just above the US. Five corporations under our cover in Mexico have reported, with a
surprise upswing at Cemex. Growth thus far comes in at 16.6% in sales, 155% in EBITDA and net
profits substantially better taking into account the net loss at Cemex being substantially lower
than expected. Gmexico and Amx reports will be reporting this week.

Chart5
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The IPC had a positive week and managed to close above
38,000pts for the first time in just over 12 months. This close
sets the next short-term target at 38,700pts, matching the
market's historical high. Several heavyweight issuers on the IPC
(Amx, Tlevisa, Femsa) still have short-term upward leeway
which could support a move toward this historical high.

Previous Rec.: A downward break through the 30-day rolling
average could lead to a return toward 36,500pts (previous
minimum) and then toward the 200-day rolling average,
around 35,600pts. The main resistance sits at 38,000pts.

Source: BBVA, Bancomer, Bloomberg
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The dollar maintains the major negative trend and ends the
week below the 200-day rolling average. This break sets the
next target in the MXN1255 zone. Over-sell readings remain
very high.

Previous Rec.: Any close above MXN13.00 would point to a
return to MXN13.40.

Source: BBVA, Bancomer, Bloomberg
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3-YEAR M BOND: (yield). Bounce over the week hitting an
initial resistance at the 10-day rolling average (4.75%). Breaking
through this level could drive the upswing toward (4.9%).

Previous Rec: If the 4.7% range is not held, the next floor sits
at 4.5%.

Source: BBVA, Bancomer, Bloomberg
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10-YEAR M BOND: (yield): Testing the 5.9% floor and bouncing
to close the week above the 10-day rolling average. This break
points to a move toward 6.3%.

Previous Rec. With this break, the next floor sits at 5.9%.

Source: BBVA Bancomer, Bloomberg

No part of this document can be reproduced, taken away or transmitted to those countries (or persons or entities from such) where distribution may be prohibited by current law.
Non-compliance with these restrictions may constitute an infraction of the law in the pertinent jurisdiction.
SEE IMPORTANT INFORMATION AT THE END OF THE DOCUMENT

Page 4



BBVA ‘ RESEARCH \F/\égrt_%ulg%/\é\’/gl(t)?; Mexico

Markets

Chart 7 Chart 8
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Output holds
positive
performance,
situation indicators
point to 3Q1 with
quarterly rates
around 1%

Recent inflationary
surprises have been
downward, while
those concerning
economic activity
have been mixed.

Monetary Conditions
relax due to exchange
rate depreciation.
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Activity, inflation, monetary conditions

Chart 13
BBVA Research Synthetic Activity Indicator
for the Mexican economy

Chart 14
Advance Indicator of Activity
(% change y/y)
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Chart 15 Chart 16
Inflation Surprise Index Activity Surprise Index
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Source: BBVA Research with Bloomberg data. Difference

between recorded data and the Bloomberg consensus for
seven activity variables in Mexico. Standardized index. Rises

(falls): positive (negative) surprises.

Chart 18
Chart 17 Balance of Inflationary Risks* and Lending Rate
Monetary Conditions Index (standardized and %; monthly averages)
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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
trading strategies to its clients that reflect opinions that are contrary to the opinions expressed herein. Furthermore, BBVA
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.

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 2004 (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.

This document is being distributed for BBVA Bancomer in Singapore by Banco Bilbao Vizcaya Argentaria (BBVA), Singapore
Branch purely as a resource and for general informational purposes only, and is intended for general circulation.
Accordingly, this research document does not take into account the specific investment objectives, financial situation, or
needs of any particular person and is exempted from the same by Regulation 34 of the Financial Advisers Regulations
("FAR") (as required under Section 27 of the Financial Advisers Act (Cap. 110) of Singapore ("FAA")).

Please note Banco Bilbao Vizcaya Argentaria (BBVA) is not an Authorised Deposit taking Institution within the meaning of
the Banking Act 1959 nor is it regulated by the Australian Prudential Regulatory Authority (APRA).

The remuneration system concerning the analyst/s author/s of this report is based on multiple criteria, including the results
obtained by BBVA Bancomer BBVA Securities Inc, BBVA Brazil, BBVA Continental, BBVA Banco Frances, BBVA Chile and by BBVA
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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.
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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
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, BBVA and the entities of the BBVA Group, including BBVA Global Markets Research, are subject to BBVA
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“Banco Bilbao Vizcaya Argentaria S.A. (CE number AFR194) is regulated by the Hong Kong Monetary Authority and the
Securities and Futures Commission in Hong Kong”

BBVA Bancomer BBVA Brazil, BBVA Continental, BBVA Banco Frances, BBVA Chile 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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