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  Chile’s CB kept both MPR at 3.5% and a moderate hawkish bias. Peru’s CB also kept MPR at 4.25% due to a more benign inflation outlook. In Brazil, the BCB’s economic activity index unexpectedly contracted by 0.5% MoM in May. We expect GDP to contract again in 2Q16 and economic stabilisation to arrive only in 2H16.


 


Brazil – Economic activity contracted 0.5% MoM in May


In line with the surprise downturn in retail sales in May, the BCB’s economic activity index, the IBC-Br, contracted 0.5% MoM in this period, in contrast with expectations of stabilisation. Taking that into account, as well as the fact that the IBC-Br grew by 0.1% MoM in April, if economic activity remains stable in June (0.0% MoM), then the contraction in 2Q16 will have been 0.7% QoQ. All in all, the economy remains weak as, among other reasons, credit and mainly labour markets continue to deteriorate and confidence remains low (political turbulence remains while fiscal accounts continue to deteriorate). We expect GDP to contract again in 2Q16, and economic stabilisation to arrive only in 2H16.  


 


Chile – Central Bank stays alert: keeps interest rate and bias


Central Bank keeps both the MPR at 3.5% and a moderate hawkish bias. At the same time it recognises the appreciation of the peso, since it could start generating a deflationary shock in the medium term, which the economy might not be able to resist at this slow growth rate (see our Chile Flash in Spanish for details).


 


Peru – No surprises in the last monetary policy meeting


The CB decided to keep the policy rate at its current 4.25% level in the last meeting. This decision took into account a more benign inflation outlook (YoY inflation has been going down over the last few months and the inflation expectations are slowly moderating) and a sluggish private domestic demand (see our Peru Flash in Spanish for details).


 


What to watch today


Peru – GDP (May 2016, 11:30hrs NYT)


We estimate output to have grown by 4.8% YoY. On the positive side, there is a continuous impulse from mining production, construction has accelerated on the back of public works, and there is a positive statistical effect from gas production (in May 2015 the pipeline in southern Peru was damaged, halting gas production). On the negative side, there was once again a strong contraction in fishing (ban was not lifted in May), while some services show a trend towards moderation, reflecting sluggish private spending.


 


Colombia – Industrial production and retail sales (May, 15:00hrs NYT)


We expect industrial production to have grown by 5.5% YoY, decelerating respect to April´s figure (8.4%) due to the existence of less working days in 2016. However, seasonal adjusted growth will continue to show a gradual consolidation of the industrial recovery in most sectors. Additionally, retail sales should grow by 4.0% (although with a slight downward bias). The retail sales trajectory will confirm the deceleration of private consumption, but at a slower pace than expected three months ago.


Calendar indicators
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Most recent Latam reports


	

Date




	

Description 





	

07.15.2016




	

Peru: No surprises regarding the decision of the Board of the Central Bank in July (In Spanish)





	

07.15.2016




	

Chile: Central Bank stays alert: keeps interest rate and bias (In Spanish)





	

07.12.2016




	

Chile: What does the update of fiscal forecasts of the finance authorities say? (In Spanish)





	

07.11.2016




	

Peru: Public investment falls in June (In Spanish)





	

07.08.2016




	

Mexico Weekly: Employment data better than expected in the U.S. supports the peso (In Spanish)





	

07.08.2016




	

Chile: June's CPI rose 0.4% MoM above market expectations, caused by specific products (In Spanish)





	

07.06.2016




	

Colombia: Inflation surprises on the upside in June (In Spanish)





	

07.05.2016




	

Chile: Economic activity slows down in May loosing what was gained earlier this year (In Spanish)





	

07.01.2016




	

Peru: Inflation remains downtrend (In Spanish)





	

07.01.2016




	

Mexico: Private sector credit, better growth in its three segments (In Spanish)
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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

FIPE CPI - Weekly 12401 uko7 075 078 042%
Retail Sales Mol 124l May 0.40 00 4 050%
Economic Actiity Mol 1340l May 020 0.0% 051 0.03%
FGV Infiation IGP-10 Mol 16ul dul 118 142%
CNI Industrial Confidence 16ul dul 457
Tax Collections 522 Jun 98350 95219m
Chile

Central Bank's Economist Survey 12401

Central Bank's Traders Suvey. 1340l

Overight Rate Target 16ul juk14 35 35 35 350%
Colombia

Retail Sales Yo 15501 Way 360 T 540%
Industrial Production YoY 16ul May 7.0 55 840%
Mexico

ANTAD Same-Store Sales YoY il Jun 59 53 290%
Industrial Production NSA YoY 124l May 160 043 1.90%
Industrial Production SA Mol 124l May 025 026 070%
Manuf. Production NSA YoY 124l May 245 08 3.00%
Central Bank Monetary Policy Minutes  14-ul

Peru

Trade Balance Sju-Tjul May 3 ~$40m
Reference Rate 1840l juk14 425 425 425 4.25%
Economic Actiity YoY 1840l May 46 47 250%
Unemployment Rate 15-jul Jun 70 70 710%





