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Inflation rates in Brazil, Chile, Colombia and Mexico remain stable, while the trend in 
Venezuela is upward. The central banks of Mexico and Peru kept their benchmark interest 
rates unchanged, while Colombia celebrated its investment grade rating with a successful 
bond issue. Meanwhile, a court in New York ruled against the embargo on international 
Argentinean reserves and thus limited the options of debtors who rejected the exchange.  
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Global volatility led to mixed results in currencies in the region. Capital 
markets in Latin America will respond to the publication of results from the 
U.S. 
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Despite the fiscal agreements in Greece, sovereign uncertainty remains following statements 
by rating agencies about a selective default and the fiscal situation in Portugal. In addition, 
positive cyclical data in the U.S. were reversed at the close of the week, thus increasing 
volatility. We therefore expect wide operational ranges in Latin American foreign-exchange 
markets in the coming weeks. In equity markets, we expect favourable news at the start of the 
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Chart 1  
Weekly changes in LatAm currencies 
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Markets 
Global news increases market volatility: sovereign uncertainty continues 
(Portugal and Greece), as do doubts regarding the U.S. cycle  
Last week the Latin American currencies were rather volatile in the face of a combination of 
elements. First, the downgrading of Portuguese debt by Moody's and comments by S&P about a 
possible selective default in Greece if the French proposal for private investor participation 
succeeds led to increased risk aversion on global markets. However, favorable data on private 
employment and unemployment benefit applications in the U.S. led to a recovery in risk assets. 
Nevertheless, these gains were dissipated with adverse surprises in non-agricultural payroll 
employment figures (Friday the 8th).  
 
... leading to varied foreign-exchange behavior in the region 
The CLP gained around 0.72%, boosted by the rise in copper prices and positive local economic 
figures. The COP and MXN showed their greater exposure to the U.S. cycle: gains at the start of 
the week were reversed on the bad labor market figures from the U.S. The BRL was among the 
biggest losers over the week in the region as a result of more interventionist language from the 
Central Bank and the Ministry of Finance. However, this was not reflected in the weekly forex 
report and we still think that any increase in USD purchases would be via the derivatives market. 
The global risk elements remain, so we expect that the wide ranges in foreign-exchange 
transactions will continue over the coming weeks. 
 
Slight profit-taking in Latin American stock markets. This week sees the start 
of the reporting season in the U.S. 
Against this backdrop, combined with the interest-rate rises in China, stock markets in Latin 
America saw minor profit-taking, which moderated in the light of good employment figures from 
the U.S. Argentina performed best, with a rise of 2.9% over the week, followed by Peru, at 2.3%. 
The most significant falls were in Colombia (1.5%), Brazil (1.0%) and Mexico (0.3%). 
Next week sees the start of the reporting season for 2Q11 in the U.S. (of particular note are Alcoa, 
Citigroup, JPMorgan and Google). Markets will watch these reports with special interest, with a 
consensus expecting a rise of 12% in year-on-year earnings per share (vs. 18% in 1Q11). Reported 
earnings above expectations, above all in the financial sector, could boost the capital markets in 
the region. 

Chart 2  
Latin American stock market monitor 
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Highlights 
Strong growth in Chile 
The economy grew by 7.3% year-on-year in May, above expectations, and maintained its 
strength in quarterly terms (0.4%). Growth in the first half of the year should be 8.1%. 

The Central Bank of the Republic of Argentina sells dollars, while a court 
decision protects its international reserves 
The Central Bank of Argentina has sold USD 275 million between June 27 and July 5 on lower 
than expected settlement of exports and greater portfolio dollarization. Meanwhile, an appeals 
court in New York found in favor of Argentina by declaring that the Central Bank reserves could 
not be embargoed, thus preventing creditors in default from embargoing the Central Bank 
reserves. 

Inflation stable in June 
In Brazil inflation was 0.15% m/m in June, far below the average for the five first months of the 
year (0.7% m/m). The figure for Chile was 0.2% m/m, below expectations (0.3%). In Colombia the 
rate in June was 0.3% m/m and in Mexico it remained at 3.3%. Only in Venezuela did inflation rise 
to 2.5% in June, as price controls became less effective. 
 
Bond issuance in Colombia and Venezuela 
Colombia issued USD 2 billion of foreign 10-year bonds, with a bid-to-offer ratio of 3.7 times the 
nominal value and the lowest interest rate in the country's history (4.425%). The funds will be 
used to meet foreign debt commitments, without generating additional upward pressure on the 
currency. In Venezuela the PDVSA November 2013 bond was reopened for USD 1,783 million, 
thus increasing the stock of negotiable bonds in the SITME, and guaranteeing the system's 
operation for between 2 and 3 months. 

The monetary pause continues in Mexico and Peru 

It was no surprise that the central banks of Mexico and Peru maintained their benchmark rates 
at 4.5% and 4.25% respectively. We believe that the pause will be maintained in both countries 
over the coming months. 

Chart 3  
Mexico and Peru: Benchmark interest rate (%)  

Chart 4 
Inflation: % y/y change since Jan 08 
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Calendar: indicators  
 

Next Week: 11 - 15 July 2011
Argentina Data Period Forecast Consensus Previous Comment
Consumer Price Index 14-Jul Jun 2011 0,9% m/m 1,0% m/m 0,7% m/m
Wholesale Price Index 14-Jul Jun 2011 0,9% m/m
Construction Price Index 14-Jul Jun 2011 0,1% m/m

Brazil Data Period Forecast Consensus Previous Comment

Retail Sales 12-Jul May 2011 -0.20% m/m

Chile Data Period Forecast Consensus Previous Comment
Survey of Economic Expectations 12-Jul Jul 2011

 Survey of Financial Operators 13-Jul First half of July

 Monetary Policy Meeting 14-Jul Jul 2011 0,0% 0,0% 25 pb We expect a pause in the process of monetary adjustment

Colombia Data Period Forecast Consensus Previous Comment

Automobiles sale 12-Jul Jun 2011 25000 unts. 28205 unts.
Sales are low in June due to seasonal factors, but will remain significant 
interannual variations.

Imports 14-Jul May 2011 35,0% y/y 32,2% y/y
 Strong demand of industry and households maintained high growth 
rates.

Trade balance 14-Jul May 2011
USD 580 
millions

USD 697 
Millions

Positive performance of exports of commodities and industrial goods 
sustains high levels of trade surplus.

Mexico Data Period Forecast Consensus Previous Comment

Industrial Production 12-Jul May 2011
0.3 mom 
(2.7% yoy)

NA
-0.1 mom 
(2.8% yoy)

Based on signals from indicators such as producer confidence, imports
of intermediate goods and manufactured exports, we estimate that the
moderation in industrial production in previous months was temporary
and that we will see a spike in May and June

Peru Data Period Forecast Consensus Previous Comment

GDP (yoy%) 15-Jul May 2011 6,7% 7,4%
Activity growth would remain moderated. The May figure reflects a 
lower contribution of Industrial and Primary Sectors, offset by a higher 
impulse of Construction Sector. 

Source: BBVA Research

 

Calendar of events 
 

Inflation: Argentina (July 14) 
Forecast: 0.9% m/m Consensus: 1% m/m Previous: 0.7% m/m 

 

 
 

Calendar of holidays 
There are no holidays this week in the region. 
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Charts 
 

Chart 4  
Stock markets (base index Jan09 = 100)  

Chart 5 
Stock markets (base index Jan09 = 100) 

 

 

60

80

100
120

140

160

180

200

220

240

260

280
300

320
340

Ja
n-

09
Fe

b-
09

M
ar

-0
9

A
pr

-0
9

M
ay

-0
9

Ju
n-

09
Ju

l-0
9

A
ug

-0
9

S
ep

-0
9

O
ct

-0
9

No
v-

09
D

ec
-0

9
Ja

n-
10

Fe
b-

10
M

ar
-1

0
A

pr
-1

0
M

ay
-1

0
Ju

n-
10

Ju
l-1

0
A

ug
-1

0
S

ep
-1

0
O

ct
-1

0
N

ov
-1

0
De

c-
10

Ja
n-

11
Fe

b-
11

M
ar

-1
1

A
pr

-1
1

M
ay

-1
1

Ju
n-

11
Ju

l-1
1

60

80

100

120

140

160

180

200

220

240

260

280

300

320

340

Ja
n-

09
Fe

b-
09

M
ar

-0
9

A
pr

-0
9

M
ay

-0
9

Ju
n-

09
Ju

l-0
9

Au
g-

09
Se

p-
09

O
ct

-0
9

N
ov

-0
9

D
ec

-0
9

Ja
n-

10
Fe

b-
10

M
ar

-1
0

A
pr

-1
0

M
ay

-1
0

Ju
n-

10
Ju

l-1
0

Au
g-

10
Se

p-
10

O
ct

-1
0

N
ov

-1
0

D
ec

-1
0

Ja
n-

11
Fe

b-
11

M
ar

-1
1

A
pr

-1
1

M
ay

-1
1

Ju
n-

11
Ju

l-1
1

Argentina Brazil Chile Colombia Mexico Peru Venezuela  
Source: Datastream and BBVA Research  Source: Datastream and BBVA Research 

Chart 6  
Exchange rates (base index Jan09 = 100)  

Chart 7 
Exchange rates (base index Jan09 = 100) 
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Chart 8  
Credit Default Swaps (levels)  

Chart 9 
Credit Default Swaps (levels) 
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DISCLAIMER 

This document and the information, opinions, estimates and recommendations expressed herein, have been prepared by Banco Bilbao Vizcaya Argentaria, S.A. 
(hereinafter called “BBVA”) to provide its customers with general information regarding the date of issue of the report and are subject to changes without prior 
notice. BBVA is not liable for giving notice of such changes or for updating the contents hereof. 

This document and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to any securities or other instruments, or to 
undertake or divest investments. Neither shall this document nor its contents form the basis of any contract, commitment or decision of any kind. 

Investors who have access to this document should be aware that the securities, instruments or investments to which it refers may not be appropriate 
for them due to their specific investment goals, financial positions or risk profiles, as these have not been taken into account to prepare this report. 
Therefore, investors should make their own investment decisions considering the said circumstances and obtaining such specialized advice as may be 
necessary. The contents of this document is based upon information available to the public that has been obtained from sources considered to be reliable. 
However, such information has not been independently verified by BBVA and therefore no warranty, either express or implicit, is given regarding its accuracy, 
integrity or correctness. BBVA accepts no liability of any type for any direct or indirect losses arising from the use of the document or its contents. Investors 
should note that the past performance of securities or instruments or the historical results of investments do not guarantee future performance. 

The market prices of securities or instruments or the results of investments could fluctuate against the interests of investors. Investors should be aware 
that they could even face a loss of their investment. Transactions in futures, options and securities or high-yield securities can involve high risks and are 
not appropriate for every investor. Indeed, in the case of some investments, the potential losses may exceed the amount of initial investment and, in 
such circumstances, investors may be required to pay more money to support those losses. Thus, before undertaking any transaction with these 
instruments, investors should be aware of their operation, as well as the rights, liabilities and risks implied by the same and the underlying stocks. 
Investors should also be aware that secondary markets for the said instruments may be limited or even not exist. 

BBVA or any of its affiliates, as well as their respective executives and employees, may have a position in any of the securities or instruments referred to, 
directly or indirectly, in this document, or in any other related thereto; they may trade for their own account or for third-party account in those securities, 
provide consulting or other services to the issuer of the aforementioned securities or instruments or to companies related thereto or to their shareholders, 
executives or employees, or may have interests or perform transactions in those securities or instruments or related investments before or after the 
publication of this report, to the extent permitted by the applicable law. 

BBVA or any of its affiliates´ salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to its clients 
that reflect opinions that are contrary to the opinions expressed herein. Furthermore, BBVA or any of its affiliates’ proprietary trading and investing businesses 
may make investment decisions that are inconsistent with the recommendations expressed herein. No part of this document may be (i) copied, photocopied 
or duplicated by any other form or means (ii) redistributed or (iii) quoted, without the prior written consent of BBVA. No part of this report may be copied, 
conveyed, distributed or furnished to any person or entity in any country (or persons or entities in the same) in which its distribution is prohibited by law. 
Failure to comply with these restrictions may breach the laws of the relevant jurisdiction. 

In the United Kingdom, this document is directed only at persons who (i) have professional experience in matters relating to investments falling within article 
19(5) of the financial services and markets act 2000 (financial promotion) order 2005 (as amended, the “financial promotion order”), (ii) are persons falling 
within article 49(2) (a) to (d) (“high net worth companies, unincorporated associations, etc.”) Of the financial promotion order, or (iii) are persons to whom an 
invitation or inducement to engage in investment activity (within the meaning of section 21 of the financial services and markets act 2000) may otherwise 
lawfully be communicated (all such persons together being referred to as “relevant persons”). This document is directed only at relevant persons and must not 
be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this document relates is available only to 
relevant persons and will be engaged in only with relevant persons.The remuneration system concerning the analyst/s author/s of this report is based on 
multiple criteria, including the revenues obtained by BBVA and, indirectly, the results of BBVA Group in the fiscal year, which, in turn, include the results 
generated by the investment banking business; nevertheless, they do not receive any remuneration based on revenues from any specific transaction in 
investment banking. 

BBVA is not a member of the FINRA and is not subject to the rules of disclosure affecting such members.  

“BBVA is subject to the BBVA Group Code of Conduct for Security Market Operations which, among other regulations, includes rules to prevent and 
avoid conflicts of interests with the ratings given, including information barriers. The BBVA Group Code of Conduct for Security Market Operations is 
available for reference at the following web site: www.bbva.com / Corporate Governance”. 

BBVA is a bank supervised by the Bank of Spain and by Spain’s Stock Exchange Commission (CNMV), registered with the Bank of Spain with number 0182. 
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