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The primary result for the last 12 months reached -2.1% of GDP in February, from -1.8% in January. Fiscal indicators are likely to deteriorate more than previously expected. In Chile, aggregate activity showed a slight recovery. Figures suggest that IMACEC grew between 2%-2.5% YoY during February.


 


 


Brazil – The public sector exhibited a sharp primary deficit in February; fiscal prospects continue to worsen


The public sector posted a BRL23.0bn primary deficit in February. On the one hand, this is a consequence of the limited room to maneuver, as well as declining political incentives to cut expenditure. On the other hand, the large deficit recorded in February is the result of the decline in public revenues due to the contraction in domestic demand. The result compares very poorly with the BRL2.3bn deficit recorded in February 2015 and with the BRL27.9bn surplus observed in January 2016. The primary result accumulated in the last twelve months up to February moved to -2.1% of GDP from -1.8% of GDP in January 2016, while the total fiscal result declined slightly to -10.8% of GDP from -10.9% of GDP in the same periods due to a reduction in interest payments (as the exchange rate appreciation in February reduced the costs of bearing a significant stock of exchange rate swaps). In any case, gross public debt continued to trend upwards and reached 67.6% of GDP. Taking into account these figures, as well as the worsening prospects concerning the adoption of further adjustment measures this year due to increasing political tensions, the most likely scenario is that fiscal indicators will deteriorate more than previously expected. More precisely, we now expect a primary deficit of around 1.0% of GDP this year, in comparison to a previous forecast of -0.8% of GDP. On top of that, we have revised our 2016 forecasts for the total fiscal deficit and the gross public debt to 8.9% of GDP and 72.0% of GDP. By recently proposing a revision of the 2016 primary target from -0.9% of GDP to -1.6% of GDP, the government is acknowledging that fiscal deterioration will be even worse than anticipated.


 


Chile – One additional working-day supported an improvement in activity data by sectors during February


Manufacturing output increased by 1.3% YoY, mainly driven by foods and supported by one additional working-day. Meanwhile, mining production also showed a recovery due to calendar effects, supported by a strong surge in molybdenum output (+57.2% YoY) and the stabilization of copper production (+0.2% YoY). Meanwhile, retail sales increased 7.4% YoY (BBVAe: +5.5%; consensus: +3.9%), explained by a positive contribution from car sales and apparel, but also supported by strong calendar effects. All in all, aggregate activity figures showed a slight recovery (mainly due to one additional working-day) and suggest that Imacec grew between 2.0%/2.5% YoY during February, freezing further downward correction in GDP growth expectations for this year (see our Chile Flash in Spanish for details).


 




Colombia – Government starts peace talks with ELN, Colombia's second-biggest guerrilla group


The Colombian government and the leaders of the National Liberation Army, ELN, said that they would begin talks to end the five-decade conflict. A six-point agenda was set and negotiations will be held in Venezuela, Chile, Ecuador, Cuba and Brazil. ELN, with 1,500 fighters, is the second largest rebel group and its target has been oil and energy infrastructure.


 




 


What to watch today


 


Brazil – Inflation report (1Q16, 7:30 hrs)


The BCB’s 1Q16 Inflation Report will likely employ a more dovish tone, reinforcing the view that an extra dose of monetary tightening should not be expected. However, it should not suggest that monetary easing is imminent. In other words, we expect the report to support the view that the Selic rate will remain unchanged for some additional time.


 


Chile – Unemployment rate (February, 8:00hrs NYT)


We expect the jobless rate to show a slight increase to 5.9% in February (from a previous 5.8%), showing a slowdown in job creation combined with a seasonal acceleration in workforce growth.


  


Colombia – February’s urban unemployment rate (February, 12:00)


We expect the urban unemployment rate to stand at 12.7%, stable on a seasonally-adjusted basis compared to January, but higher than last year’s figure. It is worth remembering that last month’s unemployment rate showed acceleration in line with our 1Q16 activity outlook.
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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 





	

03.30.2016




	

Chile: IMACEC in February between 2% and 2.5% (In Spanish)





	

03.29.2016




	

Mexico: Bank deposits: loses ground due to less dynamism in its two components (In Spanish)





	

03.29.2016




	

Peru: Exports fell nearly 9% YoY in February (In Spanish)





	

03.28.2016




	

Chile: CB sharply adjusts downwards GDP growth expectations (In Spanish)





	

03.18.2016




	

Chile: GDP increased 2.1% in 2015 but showing weakness in 4Q15 (In Spanish)





	

03.18.2016




	

Mexico Weekly: The peso appreciates to levels close to those at the beginning of the year (In Spanish)





	

03.18.2016




	

Mexico: Fondeo is maintained at 3.75%. Cautious tone despite an environment less volatile (In Spanish)





	

03.18.2016




	

Colombia: BanRep continues tightening (In Spanish)





	

03.17.2016




	

Chile: The CB maintains the MPR at 3.5% (In Spanish)





	

03.17.2016




	

Mexico: Fondeo rate unchanged at 3.75%
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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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