
        	
                    [image: logo]
                	
                    
                        Flash
                        29 Feb 2016
                    

                
            


            LatAm Daily | Insufficient fiscal surplus in Brazil in January

            Enestor Dos Santos / Hugo Perea / Cecilia Posadas / Jorge Selaive / Carlos Serrano / Juana Téllez

        

        

        




The primary surplus was mainly due to one-off revenues, although not enough to guarantee an improvement in the total fiscal result, as interest payments continued to grow. The minutes of the last Monetary Policy meeting in Chile revealed options that included a pause or an increase of 25 bp influenced by increased global volatility.


 


 


Brazil – High public deficit, in spite of a positive fiscal primary result, thanks to increasing interest payments  


The public sector’s primary surplus reached BRL27.9 billion in January, in comparison to surpluses of BRL21.1 billion and BRL19.9 billion one and two years ago, respectively. In spite of the weakness of tax revenues, in line with the tone of economic activity, one-off revenues related to government’s concession to the public sector (BRL11.4 billion) and the adjustment in some expenditure (mainly payroll and investment) allowed the public sector to generate a higher-than-expected surplus at the beginning of the year. BRL20.9 billion of the total surplus in January was generated by the federal government while the remainder, BRL7 billion, was the result of state-owned companies and regional governments. In spite of the positive primary result, interest payments continued to increase, suggesting that the total fiscal result is equal to -BRL28.3 billion, much worse, than at the beginning of 2015 (+BRL3 billion) and of 2016 (-BRL10.5 billion). As a consequence, the gross public debt reached 67% of GDP in January, compared to 66.2% in December. In spite of a relatively positive outlook in January, we expect the primary result to deteriorate moving forward. For the year, we expect it to reach -0.8% of GDP, contributing to a total fiscal deficit of 8.7% of GDP and to a public debt of around 72% of GDP.


 


 


Chile – Higher external risks supported a pause in policy rates during February


The minutes of February’s monetary policy meeting revealed options that include both a 25bp increase in rates and a pause at 3.5%. The increase in global volatility and the risks it poses to world growth expectations were their main concerns. Within this context, the board highlighted the persistence of slow growth in activity combined with the persistence of low confidence figures. The positive unemployment rate was somewhat lessened by acknowledging some slack due to the deceleration of nominal and real wages. Concerns about short-term inflation continued, which were mainly related to exchange-rate depreciation risks, driven by a scenario of further declines in copper prices. All in all, taking into account a gradual and data-dependent monetary policy normalisation, the option for a pause at 3.5% in rates prevailed.


 


 


Colombia – January’s urban unemployment rate should stand at 12.5%


Since August 2015, the urban unemployment rate grew with respect to last year’s rate (with the exception of  the November rate). According to our projection, the unemployment rate for January will be 0.7% above last year’s rate.


 


 


Mexico – January trade balance deficit of USD3.441 billion


The trade balance deficit for January was higher than we forecast, although in line with consensus opinion. The outstanding point was that total exports fell 7.6% year-on-year (oil exports decreased by 49%, while non-oil also dropped 4.1%). Export figueres also show a negative performance by manufacturing exports, which in January fell at an annual rate of 3.9% (1.8% growth in automotive exports and a fall in other manufacturing exports of 4.6%). An improvement in export performance is required to foster economic growth throughout 2016.


 


What to watch for today




 


 


Chile – Activity data by sector (January, 7 am NYT)


We expect manufacturing output to have decreased by around 3.5% YoY in January, while mining activity should also show a negative figure around 8% YoY, among others factors, due to a higher comparison base. Retail sales and services seems to be the only sectors supporting GDP growth, with the former showing a +3.5% YoY increase over the month. Overall, figures should still point to weak aggregate economic activity.


 


Chile – Unemployment rate (January, 7 am NYT)


We expect the jobless rate to have increased by 6.1% in January (from a previous 5.8% in December 2015), showing a slowdown in job creation combined with a seasonal acceleration in workforce growth.
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Calendar indicators  
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Fuente: BBVA Research
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Most recent Latam reports
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Description 





	

02.24.2016




	

Latam: The business model of Spanish banks in Latin America (In Spanish)





	

02.23.2016




	

Colombia: Economic Outlook 1Q16 





	

02.22.2016




	

Latam: Economic Outlook 1Q16 (Presentation)





	

02.19.2016




	

Colombia: BanRep increased its monetary policy rate to 6.25% in line with expectations





	

02.19.2016




	

Latam: Economic Outlook 1Q16 (In Spanish)





	

02.18.2016




	

Colombia: Economic Outlook 1Q16 - Presentation





	

02.17.2016




	

Peru: Econbomic Outlook 1Q16 (In Spanish)





	

02.17.2016




	

Mexico: Monetary fiscal and exchange rate measures (In Spanish)





	

02.16.2016




	

Colombia: Economic Outlook 1Q16, infographic (In Spanish)
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Colombia: Econbomic Outlook 1Q16 (In Spanish)
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Chile: January would mark the turning point in the annual growth (In Spanish)





	

02.15.2016




	

Peru: Strong GDP growth in December, its fastest in two years





	

02.11.2016




	

Peru: CB adjust MPR again and is more energic with expectations (In Spanish)





	

02.11.2016




	

Chile: CB mantains MPR unchanged. (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

FGV CPIIPC-S Tmar Feb 088 1%
Trade Balance Monthly A-mar Feb 2500.00 5923m
selicRate 2.mar Har 1428 1428 14.25%
GDP Qo0 3mar 4 180 1 7%
GDP YoY 3mar 4 590 45%
Ingustrial Proguction Mol 4-mar Jan 049 03 7%
Vehicle Production Anfavea 4-mar Feb 145064.0
chile

Copper Production Total 204eb Jan 4950530
Retail Sales oY 20420 Jan 328 35 19%
Manufacturing Production YoY 20420 Jan 28 35 28%
Unemployment Rate 20420 Jan 6.00 61 s58%
Industrial Production YoY 20420 Jan 250 23%
Colombia

National Unemployment Rate 204eb Jan 25%
Urban Unemployment Rate 204eb Jan 1250 9.8%
Exports FOB 3mar Jan §2223.0  52.015m §2543.0
PPl Domestic Mol 4-mar Feb 7% 11%
PP Total Mol 4-mar Feb 150% 0.2%
Mexico

Remittances Total Tmar Jan 178550 1748 52138.0m
IMEF Manufacturing Index SA A-mar Feb 5110 518
IMEF Non-Manufacturing Index S A-mar Feb 5050 502
Central Bank Economist Survey 2-mar

Vehicle Domestic Sales AMIA 2maral4mar  Feb 1196930
Mexican Central Bank Releases Inflation Report ~ 3-mar

Gross Fired Investment 4-mar Dec 140 24 0.4%
Peru

CPI ol Tmar Feb 020 0.4%
CPIYoY 1-mar Feb 450 46%





