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Inflation varies within the region Inflation varies within the region 
While in Brazil and Mexico inflation rose surprisingly due to agricultural prices and 
electricity tariffs, in Chile the surprise was in the opposite direction. Retail sales were up 
in Brazil and vehicle sales increased in Venezuela, although at a lower rate than 
previously. The recovery of domestic demand and the appreciation of the peso in 
Colombia has led to imports hitting to all-time highs and promoted the growth of credit. At 
its monetary policy meeting this week the Central Bank of Peru maintained its reference 
rate at 3%, while the government has issued global bonds for USD 1.0 billion and 
sovereign bonds for USD 1.5 billion. 
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counter the optimism over QE2. 
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These elements are passed on to the currencies in the region, where local factors lead to 
different results; they also affect local stock market indices, with only those markets most 
closely linked to commodity prices - particularly metals - remaining untouched. Overall, 
short-term prospects continue with a general positive bias for the region.  
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Markets 
 

Competing forces on the foreign front determined currency trading in 
the area, and resulted in moves in different directions. 
Last week various elements determined global currency movements: 1) the 
weakness/strength of the euro against the dollar in the face of risks in peripheral European 
countries; 2) foreign currency restrictions announced in China; and 3) expectations related 
to the G20. Thus less attention to announcements in the week prior to QE2 resulted in 
divergent movements among the Latin American currencies, with high volatility (although 
the implied volatilities were notably more contained than those of underlying currencies). 
Thus the BRL and COP were more affected by the risk factors (falling an average of 2.4%), 
with speculations linked to interventions by local authorities in the foreign-exchange 
markets contributing to greater falls. Meanwhile, the CLP remained unchanged, with 
weekly rises in the copper prices, while the MXN was affected only marginally by foreign 
uncertainty (the currency remained under the resistance level of 12.30). In our opinion, this 
trend will continue over coming sessions, so we recommend range strategies before the 
currencies return to their upward trend towards the end of the year and the start of 2011. 
 
The transfer of global factors of uncertainty to the region is reflected in the 
volatility of the equity markets. 
Global stock markets have been passing through a new period of volatility. They have put 
a positive play on the most recent announcements on the initial implementation of QE2 
(purchases of USD 105 billion between now and December 9, out of the initial program of 
USD 600 billion); on the other hand, there was a negative influence from the upturn in 
European sovereign risk, with increased questioning of Ireland, and the inflation data from 
China, after rumours that the requirements for bank reserves would be increased for the 
fourth time this year. Overall, Latin America performed weakly compared with emerging 
countries, although better than the global aggregate. Only China and Peru emerged 
unscathed from the strength of commodity prices, while Brazil suffered a buffeting in its 
financial sector after Banco Panamericano was rescued with a capital injection of USD 1.5 
billion and fears arose about the accounting policies of other banks, as well as some 
slightly disappointing results. In all, at the regional level the highlight was the launch of 
MILA (the Integrated Latin American Market), where the integration agreement was 
reached for the stock markets of Chile, Colombia and Peru. Its test phase will begin on 
November 22. 
 

Chart 2  
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Inflation varies within the region 
In Brazil and Mexico there was a surprising rise in inflation in October, boosted by 
agricultural prices and electricity tariffs. On the other hand, in Chile, Venezuela and to a 
lesser extent in Colombia, inflation in the region fell back surprisingly. Year-on-year 
inflation was 27.6% in Venezuela, 2.3% in Colombia, 4.0% in Mexico, 5.2% in Brazil and 
2.0% in Chile.  
 

Domestic demand boosts credit and reduces the trade surplus in Colombia 
The good performance of credit continued in September (12.6% y/y), led by buoyant 
mortgage lending (22.6%) and the recovery of consumer (13.2%) and corporate (11.2%) 
finance. The recovery in domestic demand and the appreciation of the peso boosted import 
growth to all-time highs (43% y/y in September), led by oil and mining sales, while non-
traditional exports fell due to reduced market diversification. 
 

Vehicle sales in Venezuela and retail sales in Brazil 
In Brazil, retail sales in September rose by 0.4% m/m in terms of volume of sales and 0.9% 
in nominal income. This makes a total of five consecutive months of positive rates, 
although it is under the monthly average so far this year (1.1% m/m). In Venezuela, 
vehicles sales increased by 5.3% y/y in October, boosted by increased government sales 
of imported vehicles, although they fell compared with the figures for August (38.0% y/y) 
and September (47.7% y/y). 
 

The Central Bank of Peru maintains its pause in the monetary restriction 
cycle 
This is the second consecutive month in which the reference interest rate has remained at 
3%. The lack of inflationary pressures (in year-on-year terms, total and core inflation were 
2.1%) is giving the Central Bank the room it needs and allowing the upward pressure on 
the PEN to be restricted. 
  
The Peruvian government issues 40-year bonds 
The global bond issue was USD 1.0 billion, with maturity in 2050. Demand was USD 2.5 
billion, with a yield of 5.87%. The government also issued the equivalent of USD 1.5 billion 
in sovereign bonds with a maturity in 2020 and a yield of 5.75% (demand was USD 2.6 
billion). This issue will be settled in dollars, thus limiting upward pressure on the PEN. The 
funds obtained will be used for the prepayment of foreign debt and as a early payment of 
foreign financing for 2011, within a context of a substantial appetite by investors for 
emerging economies. 
 
Chart 3 
Colombia: Trade Balance  
(million dollars FOB) 

Chart 4 
Inflation  
(% y/y) 
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 Calendar: Indicators  
Next Week: 15 - 19 November 2010
Argentina Data Period Forecast Consensus Previous Comment

Industrial Monthly Estimate 19-Nov  October 2010 9,6% y/y 8,0% y/y 10,1% y/y

Economic Activity Monthly Estimator 19-Nov  September 2010 8,4% y/y 8,1% y/y 8,5% y/y

Brazil Data Period Forecast Consensus Previous Comment

CAGED Formal Job Creation 16-19 Nov  October 2010            246,875 

Chile Data Period Forecast Consensus Previous Comment

GDP / BOP 3T 18-Nov 3Q 2010 GDP 7.1% y/y GDP 7.1% y/y 6.5% y/y
Monthly data of economic activity suggest quarterly GDP growth 
of 7.1%, above the 6.5% in the second quarter.

Colombia Data Period Forecast Consensus Previous Comment

Industrial Production 18-Nov  September 2010 0.4% 4.4%
Heterogeneity in the recovery of industries more dependent on
foreign trade.

Retail Sales 18-Nov  September 2010 12.9% 12.7% Continued strength of consumption in the second half of the year.

Peru Data Period Forecast Consensus Previous Comment

GDP 15-Nov 3Q 2010 9.2% y/y 10.1% y/y
With this result, GDP would have grown 9,2%yoy in 3Q10. This 
shows a moderation with respect to the previous quarter 
(10,1%), in a context of a gradual decline of the fiscal impulse

Venezuela Data Period Forecast Consensus Previous Comment

GDP 19-Nov 3Q 2010 -1.5% y/y -1.9% y/y
Public spending growth, private consumption lower falling 
(estimate) and foreign exchange increased flow in Q3 should slow 
down GDP falling.

So  Reurce: BBVA search              

                       

Calendar: Events 

Chile and Colombia: Monetary Policy Meeting (November 16 and 19, 
respectively) 

  Forecast: Chile, 3%; Colombia, 3% Consensus: Chile, 3%; Colombia, 3% Previous: Chile, 2.75; Colombia, 3% 

  
A rise of 25 bps is expected in Chile, while in Colombia, the Central bank will study the Fed measures 
and their effect on the appreciation of the peso. 

 

Calendar: holidays 
  

 

  Brazil, Colombia and Mexico: Monday, November 15 
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Market data 
Close

Weekly 
change 

Monthly 
change

Annual 
change

3-month Libor rate 0.29 0 0 1
2-yr yield 0.45 8 7 -36
10-yr yield 2.65 12 14 -77
3-month Euribor rate 1.05 0 6 34
2-yr yield 0.95 3 15 -25
10-yr yield 2.45 3 15 -94
Dollar-Euro 1.365 -3.0 -2.9 -8.6
Pound-Euro 0.85 -1.8 -3.0 -4.6
Swiss Franc-Euro 1.33 -1.4 -0.6 -11.9
Argentina (peso-dollar) 3.96 0.3 0.2 3.8
Brazil (real-dollar) 1.72 2.3 3.3 -0.3
Colombia (peso-dollar) 1858 2.0 3.0 -5.6
Chile (peso-dollar) 480 0.6 0.4 -4.2
Mexico (peso-dollar) 12.29 0.7 -1.1 -5.8
Peru (Nuevo sol-dollar) 2.80 0.3 0.4 -2.6
Japan (Yen-Dollar) 82.11 0.9 0.8 -8.3
Korea (KRW-Dollar) 1127.72 1.9 1.4 -2.5
Australia (AUD-Dollar) 0.988 -2.7 -0.5 5.9
Brent oil ($/b) 87.0 -1.3 2.9 15.1
Gold ($/ounce) 1382.2 -0.8 0.1 23.6
Base metals 568.4 1.8 4.6 25.7
Ibex 35 10063 -3.5 -7.2 -15.2
EuroStoxx 50 2794 -2.9 -1.5 -3.1
USA (S&P 500) 1214 -1.0 3.4 11.0
Argentina (Merval) 3341 -0.3 22.3 49.6
Brazil (Bovespa) 71195 -1.9 -0.7 9.0
Colombia (IGBC) 15460 -5.0 0.0 37.8
Chile (IGPA) 23192 0.9 4.2 47.7
Mexico (CPI) 36305 0.0 4.2 17.1
Peru (General Lima) 20595 0.9 5.6 41.5
Venezuela (IBC) 67665 0.1 2.2 29.5
Nikkei225 9725 1.0 1.5 -0.5
HSI 24223 -2.6 1.6 7.4
Itraxx Main 106 9 5 21
Itraxx Xover 462 32 0 -56
CDS Germany 38 2 6 17
CDS Portugal 479 36 106 416
CDS Spain 277 29 77 201
CDS USA 41 0 0 ---
CDS Emerging 204 14 10 -59
CDS Argentina 634 33 -60 -356
CDS Brazil 101 8 9 -22
CDS Colombia 102 7 8 -47
CDS Chile 77 2 -6 1
CDS Mexico 109 10 9 -39
CDS Peru 116 13 19 -12

Source: Bloomberg and Datastream
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 Charts 
  

Charts 5 & 6  

Stock exchanges (base index Jan09=100) 

  

60

80

100

120

140

160

180

200

220

240

260

280

300

320

Ja
n-

09

F
eb

-0
9

M
ar

-0
9

A
pr

-0
9

M
a

y-
0

9

Ju
n-

09
Ju

l-0
9

A
ug

-0
9

S
ep

-0
9

O
ct

-0
9

N
ov

-0
9

D
ec

-0
9

Ja
n-

10

F
eb

-1
0

M
ar

-1
0

A
pr

-1
0

M
a

y-
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

Argentina Brazil Chile Colombia
 

60

80

100

120

140

160

180

200

220

240

260

280

300

320

09 09 09 09 10 10 10 10

Ja
n-

09

F
eb

-0
9

M
ar

-

A
pr

-
M

a
y-

Ju
n-

09
Ju

l-

A
ug

-0
9

S
ep

-0
9

O
ct

-0
9

N
ov

-0
9

D
ec

-0
9

Ja
n-

10

F
eb

-1
0

M
ar

-

A
pr

-
M

a
y-

Ju
n-

10
Ju

l-

A
ug

-1
0

S
ep

-1
0

O
ct

-1
0

N
ov

-1
0

 

Mexico Peru Venezuela

  Source: Bloomberg                                                                Source: Bloomberg                          

  
Charts 7 & 8  

Exchange rates (base index Jan09=100) 
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  Charts 9 & 10  

Credit Default Swaps (levels) 
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DISCLAIMER 

This document, and all data, opinions, estimates, forecasts or recommendations contained herein, have been prepared by Banco Bilbao Vizcaya 
Argentaria, S.A.  (hereinafter, "BBVA”), with the purpose of providing its customers with general information as at the date of issue of the report, and are 
subject to change without notice. BBVA does not accept any obligation to report these changes or to update the content of this document. 

Neither this document nor its content constitutes an offer, invitation or request to purchase or subscribe to securities or other financial instruments, or to 
make or cancel any such investments; nor may it be used as the basis for any contract, commitment or decision of any type. 

Investors who have access to this document should be aware that the securities, instruments or investments to which it refers may be 
inappropriate for their specific investment objectives, financial position or risk profile, as they have not been taken into account when preparing 
this report. Thus they should adopt their own investment decisions, taking into account these circumstances and obtaining any specific and specialized 
advice that may be necessary. The content of this document is based on information that is considered publicly available and gathered from sources 
considered reliable. However, this information has not been subject to independent verification by BBVA, and therefore no guarantee, whether express or 
implicit, is offered in terms of its accuracy, completeness or correctness. BBVA does not accept any responsibility for any loss, whether direct or indirect, 
that may result from the use of this document or its content. Investors should remember that the past performance of securities or instruments, or the 
historical results of investments, do not guarantee future performance or results. 

The price of securities and instruments or the results of investments may fluctuate to the detriment of the interests of investors and even result 
in a loss of the initial investment. Transactions in futures, options or high-yield securities or instruments may involve major risks that are not 
suited to all investors. In fact, in some investments, losses may be greater than the initial investment. In these cases additional funds may be 
required to cover all these losses. Therefore, before engaging in any transactions with these instruments, investors should be aware of the way 
they function, and the rights, obligations and risks they involve, as well as those of their underlying securities. There may not be a secondary 
market for these instruments. 

BBVA or any other organization in the BBVA Group, as well as the respective directors or employees thereof, may hold a direct or indirect position in any of 
the securities or instruments referred to in this document, or in any other securities or instruments related to them; they may trade these securities or 
instruments themselves or through a third party, provide advice or other services to the issuer of these securities or instruments, companies related to them 
or to their shareholders, directors or employees, and may have stakes or carry out any transactions in these securities or instruments or investments 
related to them, either before or after the publication of this report, to the extent permitted by applicable law. 

The employees of sales or other departments of BBVA or other organizations in the BBVA Group may provide customers with comments on the market, 
either verbally or in writing, or investment strategies, which reflect opinions contrary to those expressed in this document; at the same time, BBVA or any 
other organization in the BBVA Group may adopt investment decisions on their own account that are inconsistent with the recommendations contained in 
this document.  No part of this document may be (i) copied, photocopied or duplicated in any way, form or method, (ii) redistributed or (iii) cited, without 
prior permission in writing from BBVA. No part of this report may be reproduced, taken or transmitted to those Countries (or persons or entities in them) in 
which such distribution may be prohibited by applicable law. Breach of these restrictions may constitute a violation of the legislation in the relevant 
jurisdiction. 

This document is provided in the United Kingdom solely to those persons to whom it may be directed in accordance with the Financial Services and 
Markets Act 2000 (Financial Promotion) Order 2001, and it is not for direct or indirect delivery or distribution to any other class of persons or entities. In 
particular, this document is only aimed for, and may only be delivered to, the following persons or entities: (i) those who are outside the United Kingdom; (ii) 
those who have professional experience in investment as set forth in Article 19(5) of Order 2001; (iii) high net worth individuals or entities and those to 
whom its content may be legally communicated, under Article 49(1) of Order 2001. 

No part of this report may be reproduced, taken or transmitted to the United States of America or to American persons or entities. Breach of these 
restrictions may constitute a violation of legislation of the United States of America. 

The system of remuneration of the analyst(s) who are the author(s) of this report is based on a variety of criteria, among them earnings obtained in the 
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