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After a week in which risk aversion increased as the G20 meeting was drawing closer, with no 
clear signs of progress, the focus in Latin America turned to Argentina. Although the re-
election of President Cristina Fernández with an outright majority in parliament is being taken 
for granted, there is concern about the growing tensions in the foreign-exchange market and 
tight liquidity conditions.   
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Doubts about the G20 meeting more than counteract the U.S. economic 
data and corporate reports 
Latin American currencies and stock market indices were highly volatile last week and posted 
losses through Thursday. This was in reaction to a reduction in market optimism with respect 
to the G20 meeting at the weekend, while the economic figures were not enough to counter 
risk aversion.  
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Chart 1  
LatAm stock market monitor 
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Markets 
Risk aversion hits global markets again 
Last week, some key commodity prices (such as copper) and currencies in the region weakened 
amid high volatility in response to news from the EU. The markets were awaiting the outcome of 
the G20 meeting, so statements/rumors in Germany and France increased risk aversion. In 
addition, economic data from the U.S. were mixed and the Fed's Beige Book showed that growth 
is still only moderate. Finally, although U.S. corporate reports were surprisingly good, they were 
not sufficient to counter worries about Europe and concerns regarding the banking sector.  

Against this background, Latin American currencies lost ground in general by an average of 1.7%. 
The most affected was the BRL, which was also affected by the 50 bps cut in the SELIC rate. 
Although the market had already anticipated this cut, expectations remain that upcoming 
meetings will ease monetary policy still further. The COP, PEN and ARS performed best in 
relative terms. The COP remains sensitive to global factors, although they are limited by 
movements in local capital flows; the PEN and ARS are conditioned by the possibility of new (or 
more aggressive) interventions by their central banks. Finally, the MXN continues to fluctuate in 
response to factors in Europe and the U.S., although within a more limited range. We expect 
these movements to remain in place in the short term.  

High volatility on the global stock markets 
Stock markets were volatile over the week and extremely sensitive to any comment by the 
European authorities with respect to measures that could be adopted at the weekend. In this 
situation, markets in developed countries, particularly Europe, were most vulnerable to 
corrections, while those in emerging markets performed better, particularly in Asia. The 
corporate reports have so far been positive in the case of the U.S., although it is still too early to 
make a final judgment about them. So far, sales are up 7.0% in the U.S. and EPS 15.1%. As we 
expected, the reports will have little effect on stock markets given the lack of solutions to the 
sovereign/financial risk situation in Europe. However, they remain in positive territory, which is 
important as this confirms the support levels that have been in place and tested for some 
months. 
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Chart 2  
Weekly changes in LatAm currencies 
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Highlights 
Financial tensions persist in Argentina  
Over the week the authorities injected liquidity in pesos into the markets, with the result that by the end 
of the week they managed to stabilize the Badlar rate at around 20%. However, they had to continue to 
intervene on the foreign-exchange market and have accumulated sales of USD 1,046 million on the spot 
market so far in October. Despite this, the peso lost ground slightly.  
 
Mixed economic data in August  
In Argentina, economic activity as measured by the EMAE indicator was up 0.6% m/m in August (8.6% 
y/y). This has not offset the seasonal fall in July (down 1.1% m/m) and confirms the slowdown in 3Q11. In 
Colombia, industrial production was up by 0.4% m/m (9.5% y/y) and retail sales grew by 0.3% m/m (9.7% 
y/y), thus confirming the good performance of private consumption in 3Q11. In Peru, the monthly 
indicator of economic activity was up 7.5% in August, boosted by domestic demand, which has found 
strong support from the increase in workers' income (17.5% y/y in 3Q11). In Mexico, retail sales fell by 0.3 
m/m (2.8% y/y), as anticipated by the recent weakness of consumer confidence. 
 
Brazil cuts the SELIC rate 
As expected, the Central Bank in Brazil cut the SELIC rate by 50 bps to 11.5%. A reference to a "moderate 
adjustment" was included in the statement issued yesterday and supports our view that the SELIC will 
be cut by a further 50 bps at the end of November.   
 
Credit on the rise in Venezuela in September 
Bank credit was up by 42.9% y/y (3.8% m/m) in September, far above expectations, and closed the 
quarter with a year-on-year increase of 40.3%. Deposits were up by 39.5% y/y, also an upward surprise.     
 
The underemployment rate falls to 5.3% in Mexico 
The unemployment rate fell by one decimal point, to 5.3% in September, while underemployment 
remained just below to 9%.  
 

Chart 3  
Brazil: Selic rate (%)  

Chart 4 
Monthly economic activity indices 
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Calendar: indicators  
 

Next Week: 24 - 28 October 2011
Argentina Data Period Forecast Consensus Previous Comment
Industrial Monthly Estimate 25-Oct Sep 2011 5,6% y/y 7,3% y/y 5,2% y/y
Shopping Centers' Sale 25-Oct Sep 2011 44,9% y/y
Supermarket's Sales 27-Oct Sep 2011 27,5% y/y
Brazil Data Period Forecast Consensus Previous Comment
Current Account 25-Oct Sep 2011 -$ 4862 M
Credit Data 26-Oct Sep 2011
COPOM Monetary Policy Meeting 27-Oct
Unemployment rate 27-Oct Sep 2011 6,0% 6,0%

Chile Data Period Forecast Consensus Previous Comment
Actividad Sectorial 28-Oct Sep 2011

Employment 28-Oct Sep 2011 7.2% 7.4%
We expect a further reduction in the unemployment rate that would 
reach 7.2% due to an increase in employment growth over the 
workforce.

Colombia Data Period Forecast Consensus Previous Comment

Intervention rate 28-Oct Oct 2011 4,5% 4,5% 4,5%
BanRep is alert to deteriorating external environment and its possible 
impact on the Colombian economy.

Mexico Data Period Forecast Consensus Previous Comment

IGAE 27-Oct Aug 2011 -0.3 m/m (3.7% y/y) NA 0.9 m/m (4.5% y/y)

The drop in industrial production in August will be reflected in less 
dynamics in the service sector, where we estimate that August will 
have been (-) 0.4% lower than the previous month. However, the 
moderation observed comes mainly from external factors.

Trade Balance 25-Oct Sep 2011 -430 md NA -806 md
In September exports and imports kept growing at annual rates close 
to 20%, however the trade deficit remained close to zero due to the 
slower recovery of local consumption and investment.

Peru Data Period Forecast Consensus Previous Comment
Banking credit (annual variation) 26-Oct Sep 2011 21,3%
Public investment (annual variation) 28-Oct Sep 2011 -26,9%
Venezuela Data Period Forecast Consensus Previous Comment

Credit 25-Oct Sep 2011 42% y/y 40,6% y/y
We expect a faster monthly growth of credit due to seasonal reasons. 
Thus, we expect real credit to continue the steady growth path that 
started last April. 

Deposits 25-Oct Sep 2011 37,8% y/y 38,8% y/y
We expect the high monetary component of Public Sector financing 
will keep deposits growing at the current levels (around 10pp above 
inflation)

Source: BBVA Research

 

Calendar of events 
Peru: Inflation (October 24) 
Forecast: 0.47% m/m Consensus: 0.44% m/m Previous: 0.25% m/m 

Temporary factors are putting upward pressure on prices. Markets will concentrate on core 
inflation. 

 

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