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Latam Daily Flash

The main highlights at the end of last week were news from central banks. In Brazil the
Inflation Report revealed that the BCB now sees higher inflation ahead, which in our view does
not imply that the SELIC will be adjusted up, while in Peru the central bank raised reserve
requirements once again in order to soften the impact of capital inflows on both credit growth
and local currency appreciation. Today we are waiting for the latest minutes from the Chilean
central bank, where we expect to see that concerns about the robustness of domestic
demand continue.

Brazil - BCB revises inflation forecasts upwards, but maintains the caution
According to the BCB's Inflation Report, inflation did not converge to target in 2012 as a
result of non-demand issues (food prices and currency depreciation). Due to high figures in
the last months, the BCB revised inflation forecasts to 5.7%-5.8% in 2013 and 5.1%-5.3% in
2014. The BCB expects GDP to grow 3.1% this year. Although the Report showed increasing
concerns on inflation, it also signaled caution on the monetary policy management due to
domestic and foreign uncertainties. We expect the SELIC to remain unchanged at 7.25%
while the government uses other tools to try to control inflation @ hike in the IPI tax on autos
was postponed until 2014 over the weekend). Anyway, the chance of a soft monetary
tightening is certainly non-negligible.

Peru - Central bank raises USD reserve requirements again

BCR raised the average USD reserve requirements by 0.25pp (this is the ninth increase since
May 20712). The aim of this measure, which will become effective today, is to moderate the
impact of foreign capital inflows on credit growth and PEN appreciation.

Chile - Manufacturing production, retail sales and unemployment rate
Manufacturing output slowed in February, in line with our expectations, given that there was
one less working day this year and some payback after a strong increase in January.
Likewise, mining production showed no change in annual terms, after growing 8.4% YoY last
month. Retail sales increased 6.5% YoY, slower than the rate in the previous month, which
lends some support to our expectations of a slowdown in activity. The unemployment
increased slightly to reach 6.1% in February, but still indicating a tight labor market.

Chile - CB survey indicates a prolonged pause in monetary policy

The latest central bank Financial Traders survey showed a monthly inflation forecast of 0.3%
for March (BBVAe: 0.4% MoM), no changes in the monetary policy rate until April 2014
(BBVAe: first 25bp hike in January 2014) and a slight depreciation of the exchange rate to
CLP479 on a 3-month horizon and to CLP485 by the end of 2013.

Mexico - February’s balance of trade showed exports accelerating

Mexico posted a USD46mn trade surplus in February, driven by a sharp monthly growth in
manufacturing and oil exports which increased 5.3% MoM and 3.5% MoM, respectively. In
annual terms, foreign trade growth stalled as a reflection of a moderation in global growth.

Colombia - Current account deficit ends 2012 at 3.1% of GDP

The current account deficit increased from 2.9% of GDP in 2011 to 3,1% in 2012 due to a
smaller trade surplus and a rise in dividend payments to foreign shareholders. FDI flows
jumped to USD15,823mn (4.3% of GDP), an increase of 17.8% YoY and still suggesting
strong mining FDI flows. The data are in line with our forecasts that anticipate a current
account deficit of 2.9% in FY13e, with the main drivers of the improvement being the
recovery of mining and industrial exports.
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Colombia - Urban unemployment dropped slightly in February

Urban unemployment reached 12.3%, slightly lower than at the same time last year.
Seasonally-adjusted, unemployment remained practically constant at 11.01%. Employment
grew 2.5% YoY, maintaining the pace observed since December of 2012, while occupation
increased by 0.9pp YoY, in line with our positive outlook for private consumption during
1Q13e.

What to watch today

Chile - Minutes of the monetary policy meeting (March, 07:00hrs NYT)

The minutes of the last monetary policy meeting should continue to show the Board's mounting
concerns about lack of any slowdown in domestic demand and the medium-term effects of this
on inflationary pressures and the current account. However, external risks should continue to
be a significant counterbalance in the bank’s monetary policy stance.

Mexico - IMEF Index (March, 11:00hrs NYT)

The IMEF for manufacturing and non-manufacturing sectors is likely to continue to indicate a
slowdown, as has been the case since October 2012, but remaining above the 50-point
threshold.

Peru - Consumer prices (March, 11:00hrs NYT)

We expect a monthly increase of 0.54% MoM in CPI (2.2% YoY) due to seasonal adjustments in
some services (education and transport) and food prices.

Calendar: Indicators

Brazil Date Period Consensus BBVAe Actual Prior
FGV CPI IPC-S 1-Apr 2-mar 0.74% - - 0.78%
PMI Manufacturing 1-Apr Mar - 52.5
Trade Balance (FOB) - Monthly 1-Apr Mar $150M - -$1276M
Industrial Production sa (MoM) 2-Apr Feb 2% -1.60% - 2.50%
FIPE CPI - Monthly 3-Apr Mar -0.15% - 0.22%
PMI Services 3-Apr Mar - - 52.1
Vehicle Sales (Anfavea) 04-09 APR Mar - - - 235109
Chile

Central Bank Meeting Minutes 1-Apr 1-ene

Central Bank 1Q monetary policy 2-Apr 1-ene

report (IPOM)

Economic Activity Indx YoY NSA 5-Apr Feb 4.90% 4.50% - 6.70%
Colombia

Producer Price Index (MoM) 4-Apr Mar - - - 0.17%
Vehicle Sales 04-09 APR Mar - - - 22888
Colombia Monetary Policy Minutes 5-Apr 1-ene - - - -
Consumer Price Index (MoM) 6-Apr Mar 0.27% 0.30% - 0.44%
Mexico

Remittances (USD) 1-Apr Feb 1726,6M  1672,0M - 1471,6M
IMEF Manufacturing Index NSA 1-Apr Mar 52.2 - 51.5
IMEF Non Manufacturing NSA Index 1-Apr Mar 52.1 - - 51.1
Consumer Confidence 4-Apr Mar 97.6 97.6 - 95.5
Peru

Consumer Price Index (MoM) 1-Apr Mar 0.55% 0.54% - -0.09%
Wholesale Prices (MoM) 1-Apr Mar - - 0.08%
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Most recent Latam reports

Date

Description

28-3-2013

27-3-2013

23-3-2013

22-3-2013

22-3-2013

21-3-2013

21-3-2013

21-3-2013

21-3-2013

20-3-2013

e Flash Chile: Industrial activity moderates its pace, in contrast to dynamism in retail sales.
Unemployment rate reached 6.2%

e Mexico Migration Flash: Would had remittances declined again in February?

e Mexico Banking Flash: Financial System Stability Council: the Mexican financial system
maintains an adequate level of resistance to turbulence

e Flash Colombia: BanRep cut policy rate by 50 bps to 3.25%

e Mexico Inflation Flash: March's bi-weekly inflation: Food-driven upside surprise; temporary
increase and low and stable core inflation keep monetary policy expectations unchanged

e Mexico Banking Flash: ICAP: banks pass the first Basel Il test

e Mexico Real Estate Flash: Bank lending for housing construction is contracting: True or False?
e Flash Colombia: Colombian economy remains on a path of high growth

e Mexico Banking Flash: Private-sector credit continues to grow at double-digit rates

e Mexico Real Estate Flash: Strong mortgage activity in early 2013
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