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Latam Daily Flash

In Brazil, the inflation report was in line with our view of a hike at the next monetary meeting
and a final adjustrment in December. In Peru the central bank relaxed reserve requirements for
the third consecutive month. Retail data in Chile was in line with a strong performance in
August.

Brazil - Lower inflation in 2013, in spite of a weaker currency

The 3Q13 inflation report revealed that the Central Bank of Brazil (BCB) revised its year-end
inflation forecast down to 5.8% YoY, from 6.0% YoY. The new forecast assumes the
exchange rate will reach 2.35, higher than both the 2.10 rate used in the 2Q713 report and
the current rate of 2.23. However, the text of the report suggested to us that the BCB is now
less concerned with inflation than three months ago, even though it raised its 2014 inflation
forecasts. All in all, we see no reasons to change our Selic forecasts: we continue to expect a
+50bp hike at next week’s monetary meeting and then a final +25bp adjustment in
December (see our Brazil Flash for more details).

Brazil - Public sector accounts deteriorated in August

The public sector’'s primary result was negative by USD 432 million in August. It was the first
time since the current series was released in 2001 that the primary result was not positive in
the period. In yearly terms, the primary surplus declined to 1.8% of GDP, the lowest level
since 2009. The total fiscal deficit, which includes interest payments, reached 3.1% of GDP.
The net public debt declined to 33.8% due to the positive effect of the depreciation of the
currency. The weak fiscal results reinforce our view that the primary surplus will fall short of
the 2.3% goal this year and do not help the country to move away from a sovereign credit
rating downgrade.

Chile - Retail sales still strong in August

August's activity data by sector included dynamic retail sales that increased 12.0% YoY
(BBVAe: +11.5% YoY, consensus +8.6% YoY), driven by durable goods. On the other hand,
manufacturing production decreased by 2.0% YoY (BBVAe: -0.1% YoY, consensus +0.0%
YoY), while mining production increased 5.9% YoY. All in all, we expect the monthly activity
index to grow at 3.8% YoY in August (see our Chile Flash for details).

Chile - Unemployment rate remained at 5.7% in August

The unemployment rate remained at 5.7% in August below both our and market
expectations (6.0% and 5.8%, respectively). Job-creation increased by 0.2% MoM (+2.7%
YoY) mainly driven by manufacturing, transportation and agriculture. Meanwhile, the labour
force increased 0.1% MoM (+1.9% YoY). All in all, and despite recent job-creation, we
continue to see a less tight labor market in the coming months.

Chile - Real government expenditure will increase 3.9% in 2014

The government announced that real fiscal expenditure will increase 3.9% in relation to the
estimated disbursements for 2013. Considering the level of real growth in spending
announced for 2014, budget resources would account for USD63bn. All in all, this
announcement validates our expectation of slower domestic demand growth for next year,
and the convergence of the fiscal structural deficit to levels of 1% of GDP.


http://serviciodeestudios.bbva.com/KETD/ketd/esp/index.jsp
http://www.bbvaresearch.com/KETD/fbin/mult/130930_Brazil_Flash_tcm348-403839.pdf?ts=3092013
http://www.bbvaresearch.com/KETD/fbin/mult/Producci_n_Industrial_201308_tcm346-403815.pdf?ts=3092013
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Colombia - Industrial confidence improved; trade confidence was affected
by strikes

In August, industrial confidence improved marginally from the July figure (-1.8 vs. -2.0), but
remained below its historical average (-0.4). However, compared to 2Q13, industrialists showed
less willingness to invest. Meanwhile, trade confidence declined between July and August, from
21.8 to 12.0, reaching the lowest level since May 2009. Nevertheless, the values of this survey
were affected by the social protests during the month, which temporarily reduced retail sales in
some cities. Recent GDP and industrial production prints should boost the perceptions of
employers, ensuring a better performance of the respective economic sectors in 2H13, in line
with our outlook.

Colombia - Urban unemployment in August

The urban unemployment rate reached 10.3%, slightly above market consensus (10%) and
similar to last month's figure (seasonally-adjusted). The upward surprise is explained by an
increase in the occupation rate (0.4pp YoY) which was marginally higher than the growth in the
participation rate (0.3pp YoY). The upward trend in occupation levels observed in recent
months was maintained in August, in line with our 3Q13 activity outlook.

Peru - Central bank relaxes reserve requirements for local currency deposits
for the third consecutive month

The central bank reduced (maximum) average and marginal reserve requirements for deposits
in soles, both to 16% (previously 17% and 20%, respectively). This measure will release
approximately PENTbn, which should have a positive effect on credit. The bank also established
an additional reserve requirement for deposits in foreign currency, conditional on the aggregate
balance exceeding by 5% or more the balance corresponding to September 2013. The latter
measure is intended to support the process of banking dedollarisation.

Peru - Consumer confidence remained neutral in September

The September reading for this indicator was 50 (as in August), which is in contrast to the
optimistic view at the beginning of the year. Last month, consumers were revealed to be less
confident on the evolution of inflation, mainly due to recent increases in food prices. Another
factor that we think might have been impacting on families’ perception is the fall of dependent
employment in the third quarter. While we expect supply shocks on food prices to reverse in
the next few months, moderation in private spending could further affect hiring during the rest
of the year.

What to watch today

Mexico - IMEF Manufacturing Index (September, 13:00hrs NYT)

The IMEF indicator will help assess the economic performance at the end of the third quarter.
The slight monthly growth in manufacturing output in Mexico in July (0.4% MoM sa) and in the
US in August (0.6% MoM sa) suggest that the IMEF manufacturing index should show an
improved business climate. We expect the index to increase from 49.2 in August to 49.9 in
September.

Peru - Consumer prices (September, 11:00hrs NYT)

We expect monthly CPI inflation of 0.35% MoM, mainly due to increases in food and fuel
prices. With this, annual inflation would decline to 3.1% (3.3% in August), just above the target
range (2% +/- 1pp). We expect inflation to remain outside this range in the coming months and
end the year at around 3.2%.
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Calendar: Indicators

Brazil Date Period  Consensus BBVAe Actual Prior
Central Bank Publishes Quarterly

Inflation Report 30 Sep - - - - -
Primary Budget Balance 30 Sep Aug 1.6B - -0.4B 2.3B
FGV CPI IPC-S 01 Oct 2-Sep 0.31% - - 0.27%
PMI Manufacturing 01 Oct Sep - - - 49.4
Trade Balance Monthly 01 Oct Sep $2000M - - $1226M
FIPE CPI - Monthly 02 Oct Sep 0.25% - - 0.22%
Industrial Production MoM 02 Oct Aug 0.20% 0.40% - -2.00%
Commodity Price Index MoM 02 Oct Sep - - - 3.77%
PMI Services 03 Oct Sep - - - 49.7
Vehicle Sales Anfavea 04 Oct Sep - - - 329143
Chile

Retail Sales YoY 30 Sep Aug 8.50% 9.40% 12% 10.30%
Copper Production Total 30 Sep Aug - 485775 492883 480440
Unemployment Rate 30 Sep Aug 5.80% 6.00% 5.70% 5.70%
Central Bank Meeting Minutes 02 Oct - - - - -
Colombia

Urban Unemployment Rate 30 Sep Aug 10.00% 9.8% 10.30% 10.00%
PPl MoM 04 Oct Sep 0.30% - - 0.00%
Mexico

Budget Balance YTD 30 Sep Aug - - -113.9B -123.70B
IMEF Manufacturing Index NSA 01 Oct Sep 50 - - 49.2
Consumer Confidence Index 03 Oct Sep 96.4 - - 97.4
Peru

CPI MoM 01 Oct Sep 0.30% - - 0.54%
Wholesale Price Index MoM 01 Oct Sep - 0.85%

Most recent Latam reports

Date Description

30-09-2013 e Flash Chile: Retail sales expanded 12% YoY and we forecast Imacec around 3.8% in August
30-09-2013 e Flash Brazil: Lower inflation in 2013, in spite of a weaker currency

30-09-2013 e Flash Mexico: CESF assess the impact of the volatility of capital flows (In Spanish)

97.09-2013 e Elrisghracn(zlombla BanRep kept by unanimity its policy rate at 3.25% and eases USD intervention

26-09-2013 e Mexico Flash: Recent Flood's economic effects (In Spanish)

25092013 € Mexico Economic Outlook 3Q13

24.09-2013 e Chile Flash: CPI for September and October are moderated, but leave the door open for
November and December

24-09-2013 e September’s biweekly inflation: core inflation surprised us on the upside
23-09-2013 e Mexico Flash: Banxico: rate cut decision passed by simple majority. FED in the spotlight

19-09-2013 e Flash Mexico: Private consumption and investment dragged down GDP in 2Q13 (In Spanish)

PLEASE SEE IMPORTANT DISCLOSURES ON THE LAST TWO PAGES OF THIS REPORT www.bbvaresearch.com Page 3


http://www.bbvaresearch.com/KETD/fbin/mult/Producci_n_Industrial_201308_tcm346-403815.pdf?ts=1102013
http://www.bbvaresearch.com/KETD/fbin/mult/130930_Brazil_Flash_tcm348-403839.pdf?ts=1102013
http://www.bbvaresearch.com/KETD/fbin/mult/130930_FlashBancaMexico_50_tcm346-404090.pdf?ts=1102013
http://www.bbvaresearch.com/KETD/fbin/mult/130927_FlashColombia_BanRep_tcm346-403720.pdf?ts=3092013
http://www.bbvaresearch.com/KETD/fbin/mult/130927_FlashColombia_BanRep_tcm346-403720.pdf?ts=3092013
http://www.bbvaresearch.com/KETD/fbin/mult/130926_FlashEcoMexico_20_tcm346-403562.pdf?ts=2792013
http://www.bbvaresearch.com/KETD/fbin/mult/1308_MexicoOutlook_3Q13_tcm348-398903.pdf?ts=2692013
http://www.bbvaresearch.com/KETD/fbin/mult/BBVA_SEEChile_ObservatorioInflacion_092013_3__tcm346-402930.pdf?ts=2592013
http://www.bbvaresearch.com/KETD/fbin/mult/BBVA_SEEChile_ObservatorioInflacion_092013_3__tcm346-402930.pdf?ts=2592013
http://www.bbvaresearch.com/KETD/fbin/mult/130924_FlashInflaMexico_45_eng_tcm348-402825.pdf?ts=2592013
http://www.bbvaresearch.com/KETD/fbin/mult/130920_FlashBanxicoMexico_37_eng_tcm348-402315.pdf?ts=2392013
http://www.bbvaresearch.com/KETD/fbin/mult/130919_FlashPIBMexico_16_tcm346-402243.pdf?ts=2092013
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Important Disclosures

The BBVA Group companies that have participated in preparing or contributed information, opinions, estimates, forecasts or recommendations to
this report are identified by the location(s) of the author(s) listed on the first page as follows: 1) Madrid, London or Europe - Banco Bilbao Vizcaya
Argentaria, S.A., including its E.U. branches (hereinafter called ‘BBVA), 2) Mexico City - BBVA Bancomer, S.A. Institucion de Banca Mdltiple,
Grupo Financiero BBVA Bancomer (hereinafter called ‘BBVA Bancomer); 3) New York - BBVA Securities, Inc. (hereinafter called 'BBVA Securities");
4.) Lima - BBVA Continental S.A.; 5.) Bogata - BBVA Colombia S.A.; 6.) Santiago - BBVA Chile S.A.

For recipients in the European Union, this document is distributed by BBVA, a bank supervised by the Bank of Spain and by Spain's Stock
Exchange Commission (CNMV), and registered with the Bank of Spain with number 0182.

For recipients in Mexico, this document is distributed by BBVA Bancomer, a bank supervised by the Comisién Nacional Bancaria y de Valores de
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For recipients in USA, this document is being distributed by BBVA Securities, a subsidiary of BBVA registered with and supervised by the U.S.
Securities and Exchange Commission and a member of the Financial Industry Regulatory Authority (‘FINRA”) and the Securities Investor
Protection Corporation. U.S. persons wishing to execute any transactions should do so only by contacting a representative of BBVA Securities in
the U.S. Unless local regulations provide otherwise, non-U.S. persons should contact and execute transactions through a BBVA branch or affiliate
in their home jurisdiction.

BBVA and BBVA Group companies or affiliates (art. 42 of the Royal Decree of 22 August 1885 Code of Commerce), are subject to the BBVA
Group Policy on Conduct for Security Market Operations which establishes common standards for activity in these entities’ markets, but also
specifically for analysis and analysts. This BBVA policy is available for reference at the following web site: www.bbva.com.
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securities held in research analysts’ accounts.

BBVA is subject to a Code of Conduct for Security Market Operations, which details the standards of the above-mentioned overall policy for
the EU. Among other regulations, it includes rules to prevent and avoid conflicts of interests with the ratings given, including information
barriers. This Code of Conduct for Security Market Operations is available for reference in the ‘Corporate Governance’ section of the
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BBVA Bancomer is subject to a Code of Conduct and to Internal Standards of Conduct for Security Market Operations, which details the
standards of the above-mentioned overall policy for Mexico. Among other regulations, it includes rules to prevent and avoid conflicts of
interests with the ratings given, including information barriers. This Code and the Internal Standards are available for reference in the
‘Grupo BBVA Bancomer’ subsection of the ‘Conécenos’ menu of the following web site: www.bancomer.com.

BBVA Securities is subject to a Capital Markets Code of Conduct, which details the standards of the above-mentioned overall policy for USA.
Among other regulations, it includes rules to prevent and avoid conflicts of interests with the ratings given, including information barriers.

Exclusively for Recipients Resident in Mexico

BBVA Bancomer S.A. Institucion de Banca Multiple, Grupo Financiero BBVA Bancomer acts as a market maker/specialist in: MexDer Future
Contracts (US dollar [DEUA], 28-day TIlEs [TE28], TIE Swaps, 91-day CETES [CE91]), Bonos M, Bonos M3, Bonos M10, BMV Price and
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securities or derivative financial instruments with underlying securities covered in this report, which represent 10% or more of its securities or
investment portfolio, or 10% or more of the issue or underlying of the securities covered.


http://www.bbva.com/
http://www.bancomer.com/

Latam Daily Flash
1 October 2013

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 and are current as of the date of issue and 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 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 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
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jurisdiction.
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Any investment or investment activity to which this document relates is available only to relevant persons and will be engaged in only with
relevant persons. 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 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
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