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Weekly Watch

Latin

Still going strong

Figures released this week on economic activity continue to show strength in Chile (industrial
output and employment), as well as Peru and Brazil where credit is growing fast. This strength
is also reflected in increased imports in Argentina and Brazil. In addition, the governments of
Peru and Venezuela have given new signs of fiscal easing by proposing major rises in public-
sector wages (for the Armed Forces in Peru and general in Venezuela). For its part, the Central
Bank of Colombia has once more increased its benchmark rate by 25 bps, given the strength
of the economy. In Peru, the latest polls reveal that Humala is ahead in voting intention
against Fujimori.

Rises in most Latin American currencies and stock markets over the week

Expectations of prolonged high levels of liguidity in global markets following the Fed's
statement and the favorable US. corporate results boosted most higher-risk assets last week.
Currencies and stock price indices in Latin America both closed the week up, although there
were some exceptions in response to domestic factors of uncertainty.
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Weekly performance of Latin American currencies
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Markets

Most Latin American currencies close the week up following the Fed's
statement. The exceptions are the BRL and PEN, due to domestic factors.

Last week the behavior of most currencies in the region was defined by expectations following
the decision of the FOMC and Ben Bernanke's press conference. Thus the maintenance of the
Committee’s easy tone (“exceptionally low rates for a prolonged period”), the end of QD2 in June
and continued reinvestment of the balance) has led to a general appetite for risk that has
benefited many of the currencies in the region.

Key support levels were broken across the region (11.60 in the MXN, 1,782 in the COP and 465 in
the CLP), with appreciations of more than 0.6%. There were two clear exceptions to this: 1) the
PEN remained above the 2.82 zone given the uncertainties about the election and despite the
intervention by the Central Bank on the foreign-exchange markets (through sales of dollars and
CDR auctions), and 2) the BRL depreciated by around 1% in reaction to the stronger
interventionist language used by the monetary authorities. We consider that the general
weakness of the USD and the strength of currencies in the region could persist in the short term
on expectations that the appetitive for carry strategies may continue, given the global scenario
of high liquidity levels. Nevertheless, some technical and positioning factors could limit future
gains and even give rise to temporary corrections.

Global stock markets are positive following Bernanke's comments and U.S. corporate
results

Over the week global stock markets performed positively, supported by the perception that
liquidity would be maintained, following Ben Bernanke's comments in determining the monetary
stance. Latin America performed weaker than other regions, due to investor uncertainties with
respect to Brazil's monetary policy. Attention has focused on corporate results. Half the S&P
companies have reported in the US, and 65% have presented better than expected results, (@n
average of 6% above expectations). In the case of Mexico, results have been slightly better than
expected. Mexico completed its reporting season on Monday, while in Chile, Peru, Colombia and
Brazil it will continue until mid-May. If the trends observed so far persist, these results at least
provide support for share prices.

Chart 2
Latin American stock market indices (base Jan10=100)
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Highlights
The Central Bank of Colombia maintains its monetary adjustment policy

At its meeting on April 29, the Bank of the Republic increased its benchmark interest rate by 25
bps to 3.75%. This decision was mainly based on the strength of economic activity, which led the
Central Bank to revise its growth forecast for 2011 from a range of 35-55% to 4.0-6.0%.

Latin American economic indicators

In Chile, industrial output was up 30.9% year-on-year (2.4% quarterly) in March, largely due to the
base effect of the earthquake of February 27, 2010. There has been a significant recovery in the
manufacturing, energy and retail trade sectors. Retail trade was up 16.4% year-on-year, basically
due to increased sales of durable goods. Meanwhile, in Mexico retail trade continued its
slowdown of recent months with a rise of 2.7% v/y.

Bank lending strong in Peru and Brazil in March

Private-sector lending was up 21% y/y in Peru, gathering pace on previous months. This trend is
mainly the result of mortgage lending and consumer finance. In Brazil, the rate of growth of
credit was 20.7% vyl/y, practically the same as in previous months. The strong performance in
Brazil comes in spite of the moderation in lending by the Brazilian Development Bank (BNDES)
and recent monetary measures.

Labor market

Moderate employment growth in Colombia and Chile in the margin, remaining unchanged the
unemployment rate at 121% and 7.3% respectively. In annual terms, employmente grew 4,2% in
Colombia and 7% in Chile, which due to a lower growth in labor force determines falls in the
unemployment rate of 0.1% and 1.7%.

High export prices boost trade surpluses

In Argentina, the trade surplus grew to USD 667m in March (March 2010: USD 276m), as exports
(35% y/y) increased more than imports (28% y/y). The trade surplus in Brazil increased to USD 15
billion (March 2010: USD 1.2 billion), with exports up 23% y/y, imports up 18%. Despite this, Brazil's
current-account deficit was USD 5.6 billion (consensus; USD 4.8 billion), although it was offset by
a major USD 6.8 billion inflow of FDI.

Humala ahead in the polls in Peru

The IPSOS-Apoyo poll published on Sunday April 24 reveals that Humala is holding on to 42% of
the voting intention and the lead that he achieved in the first round, with Fujimori on 36%. A
subsequent poll (Thursday the 28th) by the company CPI showed an smaller margin between
the two candidates (41% for Humala vs 37% for Fujimori. Some 22% of voters have still not made
up their minds.

Wage increases in Venezuela and Peru

The Venezuelan government announced an increase of 25% in the minimum wage and
additional increases of between 45% and 65% for public-sector workers. In Peru, the Armed
Forces and National Police received an increase of 20% for active agents and 25% for those with
disabilities. We estimate this will increase the fiscal burden by around 05% of GDP in Venezuela
and 0.2% in Peru. These wage rises do not change our inflation forecasts for the end of the year,
which remain at 29.9% for Venezuela and 3.4% for Peru.
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Next Week: 2 - 6 May 2011
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Comment

Comment

Inflation will remain too strong. In yearly terms it should be around the
upper-bound of the inflation target system (6,5%). April's inflation
shoud, therefore, continue putting pressure on the CB and impacting
the exchange rate intervention policy.

Comment

The sharp increase was mainly due to the favorable comparison basis
because of the earthquake on February 27, 2010.

The divisions that would largely contribute to the increase: Fresh Food,
Transportation, and Housing, Water, Electricity, Gas and Other Fuels.

Comment

Despite moderate inflation in April, adverse weather conditions and
floodings continue putting pressure on food prices

Comment

Stability will continue in the pace of private formal employment
creation (@about 30% of total employment)

After the negative surprise in producer confidence during March, we
believe that this trust is partially recovered in April, given the robust
growth in the export sector and manufacturing US.

Consumer confidence will continue to grow at a moderate pace, will
be relevant indicator subscript of durable goods.
Comment

Increasing food prices would keep monthly inflation at a high level

Comment

Inflation pressures remain in the market: the government had been
delaying the passthrough effects of the devaluation at the beggining
of the year with the controll prices system

Source: BBVA Research
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No holidays in the region
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Market data

Close Weekly change Monthly change Annual change
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Chart7

Credit Default Swaps (levels)

Credit Default Swaps (levels)
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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 (i) redistributed or (iii) 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 (iii) 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.



