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Inflation supports monetary pause

Inflation data from last week support the pauses in monetary policy shown in central bank
actions and messages we have recently seen. In this vein, economic output data from Brazil,
Argentina and Peru should show slowdown signs to consolidate said expectations.

Positive global signals (fiscal in the US and ESFS in Europe), but market

sentiment will be dominated by political debate.

Regional currencies saw slight falls in an uncertain scenario of sovereign and fiscal risks.
Although fiscal stimulus proposals in the US and the possibility of German participation in new
support programs injected optimism, the coming political debate may lead to volatility. Local
factors in Latin America contributed to set the course for the BRL, MXN, CLP and COP. We
expect the wide trading ranges for these currencies to remain in the short-term.
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Highlights

Inflation stable in line with forecasts for Brazil, Colombia, Chile and Mexico and a slight
upswing in Venezuela

Central banks in Peru and Chile reassert the end of monetary tightening

Strong export figures in Colombia and Peru

Output slows in Chile and Colombia

Higher tax revenues in Argentina and Peru
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Markets

Local factors took on importance as determining factors for currencies for

the first time in months

Latin American currencies mostly saw negative performances over the week. This was again
due to influence from global risk aversion in the face of persistent fiscal concern in the EU and
doubts surrounding the US cycle. Although there was a small breather at the end of the week
thanks to possible further fiscal stimulus in the US and the chance of a third round of
unorthodox stimulus (such as balance adjustment or higher liquidity injection), this was not
enough to reverse the trend.

In turn, for the first time in several months local factors started to act as determining factors in
currency trades. This is especially so in Brazil where the BRL continued to fall in response to last
week's SELIC rate cut and to expected additional short-term cuts. The MXN also remained
downward with trading continuing to react to the risks of cuts in Banxico's benchmark rates but
mainly to the greater exposure to the US economy. The CLP and COP saw the same reaction
albeit with more limited downward moves since the positions at their Central Banks are slightly
less dovish as well as Colombia placing a sovereign bond. In short, volatility remains on FX
markets meaning we expect to see continued wide trading ranges in the short-term.

Positive global signals for stock markets, but the political debate set to

dominate investor sentiment

In contrast, regional stock markets saw marginally favourable performances (except in Chile and
Peru) with positive global news at the end of the week. German constitutional court approval for
support for Greece has a positive effect on equity investors; although it does not guarantee
future support (parliamentary votes on September 29 will be crucial. In turn, the analysis of the
new fiscal stimulus package announced by Obama (Thursday 8) and the later political debate
could mark investor sentiment. For the time being, continued support for household income (an
extension of lower payroll tax) and higher infrastructure spending (schools and transport) is
favourable. However, the stress levels in Europe remain high with the Greek CDS hitting new
highs (due to compliance doubts around fiscal commitments) and US and German bonds hitting
new lows.. In this setting, the market should continue to be led by political debate (US and
Europe) imposing an outlook of volatility.

Chart 2
Implied volatility of the BRL, MXN and CLP
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Highlights
Inflation stable in line with forecasts for Brazil, Colombia, Chile and Mexico

and a slight upswing in Venezuela

Year-on-year inflation fell to 3.3% y/y and 3.4% y/y in August in Colombia and Mexico. It rose
slightly in Brazil and Chile in line with forecasts, hitting 7.2% y/y and 3.2% y/y respectively.
Inflation rose for the fourth month in a row, hitting 25.8% vy/y in Venezuela.

Central banks in Peru and Chile reassert their maintaining of interest rates
While the Central Bank of Peru again held its rate at 4.25%, the Central Bank of Chile cut its
growth forecast to a range of 6.25% - 6.75%, with a downward bias, and confirmed forecasts for
lower inflation (33% y/y in contrast to the previous 4%) for the end of 2011, stating that the rate
should remain at the current level. The Central Bank of Argentina meanwhile strongly intervened
on currency markets to contain the fall of the peso due to strong retail and business demand in
an uncertain global scenario

Strong export figures in Colombia and Peru

Exports in Colombia and Peru grew 55% y/y and 40% y/y respectively in July. The diversion of
industrial products to other markets that before went to Venezuela stands out in Colombia. In
both cases figures show the impact of higher staple commodity prices.

Output slows in Chile and Colombia

In Chile, the Monthly Economic Activity Indicator IMACEC) was up 4.3% y/y in July, with a 0.3%
m/m decline in margins showing the impact of stoppages to copper production. Colombia saw
car sales of 28500 units in August, a growth of 284% y/y. This figure shows a slowdown with
regard to rates of 50% y/y at the start of the year.

Higher tax revenues in Argentina and Peru

Tax revenues increased 35.4% y/y (consensus: +30.2%) in August in Argentina, income from
earnings (51%) and foreign trade (42.1%) standing out. Tax revenue at the Central Government in
Peru increased 9.8% vy/y in July in real terms with @ moderation in the growth rate due to a
reduction in the general sales tax rate in 1Q11.

Chart 4
Chart 3 Annual inflation in Brazil, Chile, Colombia,
Export figures in Colombia and Peru (y/y, %) Mexico, Peru and Venezuela
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Next Week: 12 - 16 September 2011
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Calendar: indicators
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Comment

The activity reduces slightly
Comment

Comment

Comment
imports are driven by purchases of capital goods and raw materials for
industry.

Significant recovery in industrial exports guaranteed trade surplus.

The construction sector will be around 200 thounsand homes built
this year.
Comment

Good production data in the US. have benefited the export industries
as automotive, electrical and electronic equipment and foodstuffs. We
believe this will contribute to a slight recovery for August.

Comment
We expect a positive behaviour in primary sectors and those linked to
private consumption.

Source: BBVA Research
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Calendar of events

Chile: Monetary Policy Meeting (September 15)
Consensus: 5.25%

Forecast: 5.25%

Previous: 5.25%

We expect the monetary policy rate to remain steady in the face of a worsening external
scenario. The September monetary policy report (IPoM) confirms this.

Calendar of holidays

Mexico: September 16

SEE IMPORTANT INFORMATION ON PAGE 7 OF THIS DOCUMENT
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Market Data
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Chart 4
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DISCLAIMER

This document and the information, opinions, estimates and recommendations expressed herein, have been prepared by Banco Bilbao Vizcaya Argentaria, SA.
(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 (i) 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.

In the United Kingdom, this document is directed only at persons who (i) have professional experience in matters relating to investments falling within article
19(5) of the financial services and markets act 2000 (financial promotion) order 2005 (as amended, the “financial promotion order”), (i) are persons falling
within article 49(2) @) to (d) (‘high net worth companies, unincorporated associations, etc.”) Of the financial promotion order, or (i) are persons to whom an
invitation or inducement to engage in investment activity (within the meaning of section 21 of the financial services and markets act 2000) may otherwise
lawfully be communicated (all such persons together being referred to as “relevant persons”). This document is directed only at relevant persons and must not
be acted on or relied on by persons who are not relevant persons. 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 Security Market Operations is
available for reference at the following web site: www.bbva.com / Corporate Governance”.

BBVA is a bank supervised by the Bank of Spain and by Spain’s Stock Exchange Commission (CNMV), registered with the Bank of Spain with number 0182.
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