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Inflation is up

Inflation was higher than expected in Colombia and Venezuela due to supply shocks, as
well as in Chile and Mexico. Economic activity continues strong in the region, boosted by
buoyant domestic demand, with growth in Chile and expansion of credit in Colombia of
17.2% yly. There was a surprising improvement in Brazil's trade balance in December.
Meanwhile, both Argentina and Chile have ended the year with bigger fiscal surpluses
than expected. Venezuela unified its dual exchange rate system, which ended at
VEF/USD 4.30, while Brazil and Peru have continued to take measures to limit capital
inflows and Chile joins the countries that are actively intervening in the foreign-exchange
market by announcing a currency purchase program for USD 12 billion for this year.

Measures to limit the appreciation of currencies in the region (Chile and Brazil), with
short-term effects, could make the Mexican currency attractive

The announcement of accumulation of reserves in Chile and the reserve requirements for
short positions in dollars in Brazil could be effective in the short term, but with
questionable effects in the future. We believe that the increased attractiveness of the
MXN could be a collateral short-term effect of this interventionism in the Southern Cone.
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Markets

Chile, Brazil and Peru establish measures to contain the appreciation of their
currencies, with largely short-term effects

The main events in markets in the region were the announcements on foreign-exchange
policy in Chile (accumulation of reserves of USD 12 billion in 2011, amounting to nearly 45%
of the country’s international reserves) and Brazil (reserve requirements equivalent to 60% of
the foreign-exchange position above either USD 3 billion, or their capital base, whichever is
the lower). We believe that in both cases the measures will be effective in the short term to
restrict the appreciation of the currencies and could even lead to an over-reaction of the USD
(for example, the CLP has lost 6% over the week). The medium and long-term effects are
more questionable. In Colombia, after a major depreciation in December due to similar
measures to those implemented in Brazil (levels of 2,000 in the last days of the year), the
currency registered strong gains last week and seems to be moving towards the 1,850 zone.

We believe that a collateral medium-term effect of this interventionism in the Southern Cone
may be to increase the attractiveness of the MXN in the case of agents who want to
capitalize on their commitment to the strength of emerging countries and the surprising
upturn in the American cycle through foreign-exchange exposure. This is because the
economic authorities in Mexico have clearly expressed their commitment to free flotation.

Capital markets in Latin America open the year on a positive note, but await monetary
policy moves in Asia and local exchange-rate measures

With the exception of Peru and Colombia, the main stock market indices in the region were
positive in he first week of the year, due to improved cyclical expectations in the U.S.
However, the surge at the start of the year moderated at the end of the week as fears
increased of monetary measures in Asia (particularly China) to contain upward pressure on
inflation. Another source of concern was the measures taken in some countries in the region
to contain the appreciation of currencies.

Meanwhile, the Lima Stock Exchange and the Cavali central securities depository
announced their return to the process of creating the Integrated Latin American Market
(MILA) after the tax treatment of capital gains was brought into line.

Chart 2 Chart 3
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Foreign-exchange measures in the region

Brazil added new reserve requirement, forcing banks to deposit 60% of their total short
positions in dollars for the amount exceeding USD 3 billion dollars or the value of its capital
base. Venezuela eliminated the preferential exchange-rate leaving the official rate at
VEF/USD 4.3, with an implicit devaluation of 23%. In Chile the Central Bank announced
the purchase of USD 12 billion of currencies in 2011, with a major impact on exchange
rates and interest rates. In Peru, Congress approved the extension to the scope of income
tax for earnings from financial derivatives with non-residents. In addition, set bank reserve
obligations for branches of Peruvian banks abroad, while the government cut import tariffs.

Economic activity continues strong in Chile and Colombia, but moderates in Brazil

In November, industrial output in Brazil fell less than expected (-0.1% m/m instead of —
0.3%), reaching a standstill in the last quarter. In Chile the IMACAEC rose by 6.2% yly
(1.3% m/m). There was a strong increase in credit in Colombia (17.2% yly), boosted mainly
by commercial loans (18.3% yl/y).

Inflation is up in most countries

In Brazil, prices rose 0.6% m/m (5.9% vyly), while in Mexico inflation was higher than
expected (0.5% m/m, 4.4% yly), as happened in Chile too (0,1% m/m, 3,0 y/y). In Peru
remained low in line with expectations (0.2% m/m (2.1% yly). Inflation in Colombia (0.7%
m/m, 3.2% yly) and Venezuela (1,8% m/m, 27,2% yly) was high, due to the impact of
floods on food prices.

Positive indicators of fiscal solvency in Argentina

Tax receipts were up 34.4% in Argentina in December, leading to a fiscal surplus of 0.3%
of GDP in 2010. Public debt fell to 47.1% of GDP in 3Q10 and with the exchange of Brady
bonds, some 95% of public securities are now no longer in default.

Peru: Official rates hike take most market players by surprise
The Central Bank increased the reference rate by 25bps to 3.25%, surprising most market
observers. This reflects the strong commitment with the inflation target.

The Venezuelan government reconsiders tax increases
The government ruled out a rise in VAT and taxes on financial services, giving up revenues
of 0.9% of GDP in the light of the oil bonanza.

Chart 4 Chart 5

Chile: Monthly Economic Activity Index Inflation (% yry)
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Next Week: 10-14 January 2011
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Chile: Monetary policy meeting (January 13)

Forecast: 3.5%

Previous: 3.25%

At its monetary policy meeting next Thursday 13th, the Central Bank should increase its
policy rate by 25 bps to 3.5%, due to the risk of inflationary pressures from domestic and
external factors. However, most market observers expect there will be a pause.

Calendar: holidays

Colombia and Venezuela: Monday, January 10
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DISCLAIMER

This document, and all data, opinions, estimates, forecasts or recommendations contained herein, have been prepared by Banco Bilbao Vizcaya
Argentaria, S.A. (hereinafter, "BBVA”), with the purpose of providing its customers with general information as at the date of issue of the report, and are
subject to change without notice. BBVA does not accept any obligation to report these changes or to update the content of this document.

Neither this document nor its content constitutes an offer, invitation or request to purchase or subscribe to securities or other financial instruments, or to
make or cancel any such investments; nor may it be used as the basis for any contract, commitment or decision of any type.

Investors who have access to this document should be aware that the securities, instruments or investments to which it refers may be
inappropriate for their specific investment objectives, financial position or risk profile, as they have not been taken into account when preparing
this report. Thus they should adopt their own investment decisions, taking into account these circumstances and obtaining any specific and specialized
advice that may be necessary. The content of this document is based on information that is considered publicly available and gathered from sources
considered reliable. However, this information has not been subject to independent verification by BBVA, and therefore no guarantee, whether express or
implicit, is offered in terms of its accuracy, completeness or correctness. BBVA does not accept any responsibility for any loss, whether direct or indirect,
that may result from the use of this document or its content. Investors should remember that the past performance of securities or instruments, or the
historical results of investments, do not guarantee future performance or results.

The price of securities and instruments or the results of investments may fluctuate to the detriment of the interests of investors and even result
in a loss of the initial investment. Transactions in futures, options or high-yield securities or instruments may involve major risks that are not
suited to all investors. In fact, in some investments, losses may be greater than the initial investment. In these cases additional funds may be
required to cover all these losses. Therefore, before engaging in any transactions with these instruments, investors should be aware of the way
they function, and the rights, obligations and risks they involve, as well as those of their underlying securities. There may not be a secondary
market for these instruments.

BBVA or any other organization in the BBVA Group, as well as the respective directors or employees thereof, may hold a direct or indirect position in any of
the securities or instruments referred to in this document, or in any other securities or instruments related to them; they may trade these securities or
instruments themselves or through a third party, provide advice or other services to the issuer of these securities or instruments, companies related to them
or to their shareholders, directors or employees, and may have stakes or carry out any transactions in these securities or instruments or investments
related to them, either before or after the publication of this report, to the extent permitted by applicable law.

The employees of sales or other departments of BBVA or other organizations in the BBVA Group may provide customers with comments on the market,
either verbally or in writing, or investment strategies, which reflect opinions contrary to those expressed in this document; at the same time, BBVA or any
other organization in the BBVA Group may adopt investment decisions on their own account that are inconsistent with the recommendations contained in
this document. No part of this document may be (i) copied, photocopied or duplicated in any way, form or method, (ii) redistributed or (iii) cited, without
prior permission in writing from BBVA. No part of this report may be reproduced, taken or transmitted to those Countries (or persons or entities in them) in
which such distribution may be prohibited by applicable law. Breach of these restrictions may constitute a violation of the legislation in the relevant
jurisdiction.

This document is provided in the United Kingdom solely to those persons to whom it may be directed in accordance with the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2001, and it is not for direct or indirect delivery or distribution to any other class of persons or entities. In
particular, this document is only aimed for, and may only be delivered to, the following persons or entities: (i) those who are outside the United Kingdom; (ii)
those who have professional experience in investment as set forth in Article 19(5) of Order 2001; (iii) high net worth individuals or entities and those to
whom its content may be legally communicated, under Article 49(1) of Order 2001.

No part of this report may be reproduced, taken or transmitted to the United States of America or to American persons or entities. Breach of these
restrictions may constitute a violation of legislation of the United States of America.

The system of remuneration of the analyst(s) who are the author(s) of this report is based on a variety of criteria, among them earnings obtained in the
economic year by BBVA and, indirectly, the results of the BBVA Group, including those generated by its investment banking activity, even though they do
not receive compensation based on earnings from any specific investment banking transaction.

BBVA and the rest of the BBVA Group organizations that 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 for these members.

“BBVA is subject to the BBVA Group Stock Market Code of Conduct; this includes rules of conduct established for preventing and avoiding
conflicts of interest with regard to recommendations, including barriers to information. The BBVA Group Stock Market Code of Conduct is
available for consultation on /Corporate Governance.”
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