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In Brazil inflation surprised to the upside; we revised our forecast for inflation upwards at the end of 2016 to 6.8%, but we continue to see the Selic stable at 14.25% for a long period. In Colombia El Niño drives up inflation; we expect a downward trend in inflation over the course of the year although not enough to return it to the target band by the end of the year.


 


Brazil – Inflation surprises strongly to the upside


 


Inflation reached 10.71% YoY / 1.26% MoM in January, significantly above forecast (BBVAe: 10.4% YoY / 1.0%; consensus: 10.5% YoY / 1.1% MoM), mainly due to food and regulated (transport) prices. As a consequence of higher-than-anticipated pressure at the beginning of the year, annual inflation remained broadly stable at around 10.7% YoY in January. We still expect annual inflation to gradually lose steam over this and next year, due to lower albeit still substantial adjustments in administered prices as well as to the impact on prices of the contraction in domestic demand. However, taking into account Friday’s figures and the evolution of other variables (mainly the relevance of indexation mechanisms, higher food prices and the weakening of the currency), we have revised our forecast for inflation at the end of 2016 upwards to 6.8% YoY from 6.3% YoY. Thus the convergence of inflation to the 2.5%-6.5% target range will likely only happen at the beginning of 2017 rather than at the end of 2016. January’s inflation figures will put an extra pressure on the BCB, but we continue to see the Selic rate stable at 14.25% for a long period as the most likely scenario for monetary policy (for more details see our Brazil Flash).


 


 


Chile – Imacec increased 1.5% YoY in December 2015, above expectations


Economic activity in December 2015 increased 1.5% YoY (+0.8% MoM), above both our forecast and the market consensus (at 0.9% YoY). The figure was driven by positive contributions from services but offset by declines in mining output. With this figure, preliminary GDP growth reached 2.0% last year and +1.5% YoY in 4Q15 (the lowest quarterly growth rate in 2015). For the first month of 2016 we expect annual growth below 1% YoY due to weak trade balance figures in the month and a high comparison base. All in all, economic activity data remain weak, supporting the downward bias in our expectation for GDP growth in 2016 (see our Chile Flash in Spanish for details).


 


 


Colombia – El Niño drives up inflation


Annual inflation hit 7.5% in January (1.29% MoM) - the highest since 2008 - fuelled by an 12.3% rise in food prices, exceeding market expectations (consensus: 7.0% YoY, BBVAe: 7.1%).  El Niño continues driving up inflation, with the price of perishable products jumped to 28% YoY (vs. 23% in the previous month). The exchange rate depreciation in December (8% MoM) also determined the January figure, although to a far lesser extent. We estimate that inflation will remain hovering around 7.5% during the first half of this year, as El Niño continues to push up food prices and the exchange rate depreciation increases the price of some goods and inputs . In 2H16 we should see inflation come down as the economy slows, agricultural supply increases, and the currency appreciates. However, this will not be enough to return inflation to the target band by the end of this year (See Colombia Flash for details).


 


Colombia – An increase of 3% for GDP in 2015 became more likely with the new ISE data


In November, the economic monitoring index (ISE in its Spanish acronym) grew 3.2% YoY s.a. (BBVAe: 2.5%, consensus: 2.6%), similar to October’s figure (3.3%). The Cartagena Refinery could have offset the anaemic growth of private consumption, mainly in durable goods. Thus, if the refinery’s performance is repeated in December (for which there is a high probability), the ISE growth would translate into GDP growth about of 3% for 2015.


 


 


Mexico – January´s Consumer confidence index above expectations


January´s consumer confidence index level was 92.5 points, and was higher than either our or consensus estimated (90.8 in both cases). The better than expected level of this index could be explained by the persistent low inflation at the beginning of 2016.


 


 


What to watch today


 


Chile – Consumer price index (January, 07:00hrs NYT)


We expect an increase of 0.3% MoM in January 2016 (+4.7% YoY), driven by increases in services (due to a rise in stamp duty) and healthcare that should be partially offset by declines in fuels, apparel and foodstuffs.
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Calendar indicators  
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Source: Bloomberg and BBVA Research
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Most recent Latam reports


	

Date




	

Description 





	

02.05.2016




	

Colombia: El Niño drives up inflation





	

02.05.2016




	

Chile: GDP grows 2% in 2015 with an Imacec above expectations (In Spanish)





	

02.05.2016




	

Brazil: Inflation surprises strongly to the upside





	

02.04.2016




	

Mexico: No change in fondeo rate. The tone turned restrictive (In Spanish)





	

02.03.2016




	

Mexico: Fondeo rate unchanged at 3.25% (In Spanish)





	

02.02.2016




	

Peru: Inflation keeps rising, as expected





	

02.01.2016




	

Chile: We forecast CPI in January 2016 at 0.3% MoM (In Spanish)





	

02.01.2016




	

Chile: Although the fiscal deficit closed at 2.2% of GDP in 2015, the room for fiscal manoeuvre will narrow





	

01.29.2016




	

Mexico: The peso appreciated nearly 2.0% over the week due to rising oil prices





	

01.29.2016




	

Colombia: BanRep increased its monetary policy rate to 6% in line with expectations
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This document has been prepared by BBVA Research Department, it is provided for information purposes only and expresses data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit, regarding its accuracy, integrity or correctness.
Estimations this document may contain have been undertaken according to generally accepted methodologies and should be considered as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of future performance.
This document and its contents are subject to changes without prior notice depending on variables such as the economic context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.
BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.
This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or decision of any kind.
In regard to investment in financial assets related to economic variables this document may cover, readers should be aware that under no circumstances should they base their investment decisions in the information contained in this document. Those persons or entities offering investment products to these potential investors are legally required to provide the information needed for them to take an appropriate investment decision.
The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, distribution, public communication, making available, extraction, reuse, forwarding or use of any nature by any means or process, except in cases where it is legally permitted or expressly authorized by BBVA.
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Date Period _ Consensus _ BBVAe __Actual Prior
Brazil
FGV CPIIPC-S 1Fed Feb 170% 178%
FIPE CPI - Weekly 12Feb Feb - 121%
Chile
Veiicle Sales Total Feb Jan - 29835
CPI Mol &-Feb Jan 030% 0.00%
CPIYoY &-Feb Jan 460% 440%
Trade Balance &-Feb Jan $690.0 51498
Central Bank's Economist Suney ~ 10-Feb 000%
Central Bank's Traders Suvey. 10-Feb 000%
Overnight Rate Target 1Fed Feb 350% 350%
Colombia
Colombia Monetary Policy Mintes  12-Feb 000%
Veiicle Sales 12Feb Dec -
Mexico
ANTAD Same-Store Sales YoY Feb Jan - 510%
Veiicle Production AMIA &Feb Jan - 222941
CPI Mol 9-Feb Jan 026% 034% 041%
CPI Core MoM 9-Feb Jan 020% 020% 031%
CPIYoY 9-Feb Jan 249%  257.00% 213%
Bi-Weekly CPI 9-Feb Jan 012% 027% 0.03%
Bi-Weekly Core CPI 9-Feb Jan 012%  1600% 0.08%
Bi-Weekly CPI YoY 9-Feb Jan 252%  266.00% 248%
Norminal Wages 10-Feb Jan - 450%
Industrial Production NSA YoY 11Feb Dec 0.20% 0.10%
Industrial Production SA Mol 11Feb Dec - 020% 050%
Manuf. Production NSA Yo 11Feb Dec 140% 180%
Formal Job Creation Total 12Feb Jan - 183k 3037k
Peru
Trade Balance 0Feb Dec - 531am
Reference Rate 12-Feb Feb - 425% 4.00%





