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The interpretation of economic figures in Mexico and possible surprises in bank credit and 
foreign accounts in Brazil will be key factors at a regional level. In Chile the government's 
capacity to refocus the economic and political agenda will be tested by public demonstrations. 
At the same time, the global background of major uncertainty may well dominate market 
developments.  
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Although most Latin American currencies recovered over the week against their levels on the 
previous Friday, market volatility persisted in the face of the lack of clear agreements to tackle 
cyclical and sovereign risks in the U.S. and EMU. Stock markets in the region outperformed 
their peers in developed countries and were only slightly worse than the Asian capital 
markets.  
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Chart 1  
Latin American stock markets: 2011 change YTD (%) 
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Markets 
High level of FX volatility: the COP and BRL perform better, the MXN and CLP 
weaker 
Although most Latin American currencies recovered last week on their position the previous 
Friday, markets remained highly volatile. Risk linked to the U.S. economic cycle and the fiscal 
situation in the EMU persisted. In the U.S., the negative surprises in the economic indicators 
published over the week boosted a new search for safe-haven currencies (the CHF and JPY), 
though this effect continues to be countered in part by the interventionist language of their 
central banks. With respect to the fiscal situation of the EU, the lack of clear solutions offered at 
the press conference following the meeting between Merkel and Sarkozy led to a fall in the euro 
and in general of all the currencies exposed to the region. 
Latin American currencies remained volatile, but most of them closed up over the week, thanks 
to moderation in risk aversion at the start of the week. The COP continues to be the best relative 
performer on the back of positive foreign capital flows, followed by the BRL, which still has an 
attractive interest-rate differential. At the other end of the scale are the MXN and CLP, which are 
influenced by the high level of correlation with the U.S. stock market indices (MXN) and the price 
of copper (CLP). We expect the high volatility of currencies in the region to continue. 

Modest corrections in the stock markets in the region last week, after a 
strong contraction triggered by the U.S. downgrade 
This time the stock markets in the region outperformed their peers in developed countries and 
were only slightly worse than the Asian capital markets. After major equity outflows the previous 
week, investors appeared to value more positively the links to high-growth regions (i.e. Asia). The 
exception was Mexico, due to its close relationship with the U.S. cycle, and in particular after the 
release of the bad manufacturing figures in the North American Union. In addition, with the 
corporate reporting season almost over, the consensus was disappointed with the results from 
Brazil and Chile, which were 10% down on the estimated EPS; while the reports from Peru were 
in line with expectations. Despite the recent reduction in financing costs in EMU peripheral 
countries (thanks to the purchase of Spanish and Italian paper by the ECB), we expect the 
environment to remain volatile over the coming weeks, while the markets continue to weigh up 
the lack of clear agreements on the fiscal front in the U.S. and Europe. 
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Chart 2  
LatAm: Implied 1-month exchange-rate volatility 
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Highlights 
High growth data in Argentina, Chile and Mexico 
The growth forecast for 2011 is maintained in all three (7.5%. 6.5% and 4.1% y/y, each) although 
with an upward bias in Argentina and Chile, while in Mexico, the higher risks for the US outlook 
pose a downside bias. The Chilean economy grew 6.8% in 2Q11, with Domestic Demand being 
the main factor of growth in the quarter (9.4% y/y). In Argentina, GDP grew above expectations 
in 2Q11 (+2.0% q/q; BBVA Research: 1.1% q/q). Meanwhile Mexico grew 1.1% q/q, boosted by 
external demand and service activities strongly related with it.  

Major growth in credit in Peru and Venezuela 
In Peru, bank credit grew by 19.5% in July, boosted by buoyant mortgage and consumer finance. 
In Venezuela, the recovery in economic activity led to an increase of 9.6% y/y in bank credit, with 
the NPA ratio down to 2.3%. 

Chile maintains its benchmark interest rate 
The Central Bank maintained its policy rate at 5.25% and announced that the change in the 
foreign scenario means a lower neutral MPR, thus suggesting a longer monetary pause. 

Colombia makes a temporary adjustment to its customs tariffs and 
announces health reforms 
The government cut the customs tariff on 3,170 sub-headings of commodities and capital goods 
not produced domestically to 0%, and increased it from 5% to 10% on 317 locally manufactured 
products. The net fiscal effect of the measure is calculated at USD 292 million. The health reform 
will aim to update the obligatory health plan and base it on pathologies (rather than drugs), at 
the same time improving the inspection, oversight and control of the system with the aim of 
increasing its quality and liquidity. 

Christina Kirchner emerges as the clear leader after the primary elections 
The President won over 50% of the votes in the primary elections held on August 14, in which 
the turnout was a high 77% of the eligible voters. The spread of opposition votes suggests that 
she will almost certainly win re-election in the first round. 
 
 

Chart 3  
Credit figures for Peru and Venezuela (Jan 
2008 = 100)  

Chart 4 
GDP Level (Q1 Index 2008=100) 
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Calendar: indicators  
 

Next Week: 22 - 26 August 2011
Argentina Data Period Forecast Consensus Previous Comment
Unemployment rate 23-Aug 2Q11 7,3% 7,3% 7,4%
Trade Balance 23-Aug Jul 2011 USD 535 MM USD 761 MM USD 1.108 MM
Shopping Centers Sales 26-Aug Jul 2011 32,3% y/y

Brazil Data Period Forecast Consensus Previous Comment
Current Account 23-Aug Jul 2011 - $ 3300M
Credit Data 24-Aug Jul 2011
Unemployment rate 25-Aug Jul 2011 6,1% 6,2%
Fiscal Accounts 26-Aug Jul 2011

Chile Data Period Forecast Consensus Previous Comment
Foreign Trade Indicators 23-Aug 2Q11

 Survey of financial operators 24-Aug
First half of 
August

Mexico Data Period Forecast Consensus Previous Comment

Aggregate Index of Services 22-Aug Jun 2011 0.2 m/m (5.7% y/y) NA 0.9 m/m (6.7% y/y)

We expect some moderation in the aggregate indicator of services, be
considered that several of its componentes react with a lag compared
to external stimuli, so that good data could be moderated in May to
June.

Retail Sales 22-Aug Jun 2011 0.5 m/m (3.1% y/y) NA -2.1 m/m (1.1% y/y)
In retail it is expected to improve after the negative surprise of the May
data.

Inflation 24-Aug
First half of 
August

0.08 f/f NA 0.48% m/m July 
During August headline inflation will benefit from lower farm produce
prices, after the pressures suffered during July Core inflation will
mantain its lowering trend. 

Current Account 25-Aug 2Q11 -175 md Na -1375 md 
Current Account registered a small deficit during the 2Q11 due to
positive trade and transfer balances, the last one driven by higher
remittances from mexicans working abroad.

Peru Data Period Forecast Consensus Previous Comment
Public investment (real yoy% change) 26-Aug Jul 2011 17,2%
Venezuela Data Period Forecast Consensus Previous Comment
Unemployment rate 23-Aug Jul 2011 8,9 8,7 8,6

Source: BBVA Research

 

Calendar of events 
Mexico: Monetary policy rate  
Forecast: 4.5% Consensus: 4.5% Previous: 4.5% 

After the slight downward revision of its growth forecasts in the Inflation Report for 2Q 2011, we 
expect that Banxico will maintain a tone consistent with a prolonged monetary pause. The 
mentions of changes and the outlook for the domestic economy are of particular interest. 

 

 

 

Calendar of holidays 
Argentina: Monday, August 26 

 
 

 
Home                            

Markets                     

Highlights                  

Market data              

 

 

 

 
 
 

Charts                             
 

SEE IMPORTANT INFORMATION ON PAGE 7 OF THIS DOCUMENT Page 4 



 
 

Latin Weekly Watch
August 22, 2011

Market Data 
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Charts 
Chart 4  
Stock markets (base index Jan09 = 100)  

Chart 5 
Stock markets (base index Jan09 = 100) 
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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 
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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 
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The market prices of securities or instruments or the results of investments could fluctuate against the interests of investors. Investors should be aware 
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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, 
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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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