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March 25, 2011 Domestic demand drives growth 
Good economic outlooks in the region with figures higher than those forecast for 1Q10 in 
Colombia, an upward revision in 2011 and 2012 forecasts from the Central Bank of Peru 
and dynamic private consumption and public investment in Mexico set to continue in 1Q11. 
In this dynamic domestic demand scenario, the balance of payments in Brazil deteriorates, 
fiscal revenue in Peru and Argentina rises and the Ministry of Finance in Chile announces a 
cut to public spending to contain inflationary pressure. 
 

Appetite for risk despite global uncertainty boosts 
currencies and equity assets in the region 
Uncertainty continued over the week but investor spirits seem to point to contained or 
already discounted events (Asia, Europe and US cycle). In this sense, share and currency 
markets in the region came in positive. Although the short-term trend could remain positive, 
we cannot rule out corrections due to global uncertainty.  

 
 

Chart 1  
Relative performance of Latin American currencies   
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Highlights 
Despite global uncertainty continued appetite for r isk in the region. 

While maintaining strength in Latam currencies. 

Demand drives growth in Latam, with positive effect s on fiscal accounts and 
external accounts mixed. 

Moody's upgrades Peruvian credit risk perspective. 

International inflation forces the government to re view the regulated prices of some 
goods in Venezuela. 
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Markets 

 Despite continuing global uncertainty, the appetite  for risk on markets 
continues… 
 
Although risks associated to the Japanese nuclear crisis dissipated somewhat, several risk 
factors appeared last week on global markets: firstly, the persistent geopolitical tension in 
Libya; secondly, greater uncertainty regarding the fiscal situation in European periphery 
nations (i.e. taking into account the Portuguese Congress rejecting the austerity measures 
and the resignation of Prime Minister José Socrates), and lastly, the flow of below-forecast 
economic data for the US. 
 
Despite this scenario, the appetite for risk remaining high stands out. This was seen in the 
rise in stock markets, showing positive changes that corrected the falls seen in previous 
weeks. On the fixed income securities market, an appetite for risk was seen in the general 
falls in international debt curves in line with US T-Bills.  
 
…and LatAm currencies remained strong despite exter nal risk factors 
 
LatAm currencies saw positive moves over the week except for the PEN (which finally 
incorporated external volatility factors from previous weeks) and the ARS (which continues 
its gradual depreciation due to Central Bank interventions). 
 
The BRL, COP, CLP and MXN saw significant correlation – something not seen since the 
beginning of March. In this way, the currencies continue to incorporate a favorable cycle 
scenario and more restrictive monetary policy outlooks. Although we see the short-term 
trend remaining positive, we cannot discount short-term corrections due to the 
aforementioned risk factors on global markets. 

Chart 1  
Stock markets in Latin America (7-day change) 
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Demand drives growth in LatAm.  In Mexico, 4Q10 GDP growth (4.4% y/y, 1.3% q/q) was 
based on private spending and public investment while private investment and overseas 
trade lagged behind. In Colombia, private and public investment led growth of 4.6% y/y 
(1.9% q/q) in GDP. In Peru, the Central Bank increased its growth outlook for 2011 and 
2012 to 7% (previously 6.5%) and 6.5% (previously 6%) respectively due to expected 
higher private spending. 
 
Fiscal improvements in Argentina and Peru and spend ing cut in Chile.  In Argentina, 
in line with projected primary fiscal surplus registered an increase of 19.4% y / y in 
February, although this situation is not sustainable in the medium term. In Peru, in a 
context in which the activity continues to expand at a high rate, tax revenues grew 17.1% 
yoy real in February. For its part, the Ministry of Finance in Chile announced a spending 
cut of about 0.4% of GDP, as it seeks to curb inflationary pressures and the appreciation of 
the peso. 
 
External sector with mixed results in Brazil and Ar gentina. In Brazil the current 
account deficit amounted to USD 3.391 million in February, due to the deficit in income and 
services, pressured by dynamism of domestic demand and the appreciation of exchange 
rate, more than offset the trade surplus. In Argentina, however, the February trade 
balance, USD 608 million, was better than expected due to the slowdown in imports and 
despite the specific factors that lagged exports. 
 
Moody’s improves credit risk outlook for Peru. The move from stable to positive is 
based on forecasts that, in coming years, the economic policies implemented in the last 
decade will remain in place, favoring growth and continued improvement in the fiscal 
balance. It should be stated that the intensified process of opening-up the economy is 
included in these policies. In this sense, the recent signing of a FTA with South Korea 
stands out.  
 
International inflation leads to government revisio n of administered prices for some 
goods in Venezuela.  The adjustment was applied to wheat-based products (bread and 
pasta) at between 24 and 33% in response to the upswing in agriculture prices on 
international markets as well as the devaluation in the exchange rate at the start of the 
year.  We forecast the adjustment to have a 0.4 additional percentage point impact at the 
most on consumer inflation in April. 
 

 
 
Chart 3 
Gross Domestic Product  
(Var. % q/q)  

Chart 4 
Brazil. Current Account  
(Percentage of GDP, Var% 12 month) 
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Source: BBVA Research. Source: BBVA Research.  
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Next Week: 28 march - 01 april 2011

Argentina Data Period Forecast Consensus Previous Comment

Monthly Economic Activity Estimator 28/3/2011 January 7,8% y/y 8,2% y/y 9,4% y/y Strong growth by high performance of the demand.

Shopping center's sales 29/3/2011 February 34,0% y/y

Supermaket's sales 30/3/2011 February 27,9% y/y

Public Services Statistic 31/3/2011 February 12,1% y/y

Construction synthetic activity indicator 31/3/2011 February 11,6% y/y

Wages Index 4-Jan February 26,8% y/y

Brazil Data Period Forecast Consensus Previous Comment

Credit data 29/03/2011 February
More evidence of credit moderation is expected given the recent 

monetary tightening measures.

Fiscal data 30/03/2011 February
Market will foucs on federal government expenditures. Some slow 

down is expected.
Industrial production 4-Jan February 1.0% m/m 0.2% m/m

Trade balance 4-Jan March $1.199M

Chile Data Period Forecast Consensus Previous Comment

Unemployment rate 30-Mar February 7.5% 7.3%

Sectoral Activity 31-Mar February

Colombia Data Period Forecast Consensus Previous Comment

Unemployment rate 31-Mar February 12.8% 12.7% 14.7%
Better performance of the industry will continue promoting the 

creation of formal employment.

Peru Data Period Forecast Consensus Previous Comment

Inflation (mom % change) 1-Apr March 0.6% 0.4%

Inflation would accelerate due to price increases in specific 

foodstuff and to higher demand of some goods and services 

related to the beginning of the school year
Source: BBVA Research

 
 
  
               

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 Calendar: Indicators  

  Calendar: holidays 
  No holidays in the region. 
   

Markets 

Highlights 

Market Data 

Charts 



   

Latin Weekly Watch 
    

March 25, 2011 
     
 

 

REFER TO IMPORTANT DISCLOSURES ON PAGE 6 OF THIS REPORT  PÁGE 5 

 

Market data 
Close

Weekly 

change 

Monthly 

change

Annual 

change
3-month Libor rate 0.31 0 0 2

2-yr yield 0.69 11 -5 -35

10-yr yield 3.40 13 -9 -45

3-month Euribor rate 1.20 3 11 56

2-yr yield 1.71 8 16 71

10-yr yield 3.27 8 13 12

Dollar-Euro 1.416 0.0 3.0 5.7

Pound-Euro 0.88 0.9 3.8 -2.1

Swiss Franc-Euro 1.29 1.4 1.0 -9.4

Argentina (peso-dollar) 4.04 0.1 0.3 4.6

Brazil (real-dollar) 1.66 -0.6 -0.9 -9.2

Colombia (peso-dollar) 1865 -0.5 -1.7 -3.7

Chile (peso-dollar) 480 -0.6 0.9 -9.8

Mexico (peso-dollar) 11.96 -0.8 -2.1 -4.6

Peru (Nuevo sol-dollar) 2.78 0.5 -0.2 -2.0

Japan (Yen-Dollar) 81.20 0.4 -1.4 -12.3

Korea (KRW-Dollar) 1113.10 -1.1 -1.5 -2.6

Australia (AUD-Dollar) 1.023 2.6 2.4 13.7

Brent oil ($/b) 115.6 1.5 3.9 45.8

Gold ($/ounce) 1433.2 1.0 1.5 29.4

Base metals 622.4 0.7 1.2 24.1

Ibex 35 10761 4.2 1.2 -2.8

EuroStoxx 50 2917 4.5 -1.3 -0.8

USA (S&P 500) 1310 2.4 0.2 12.3

Argentina (Merval) 3349 2.2 -2.3 39.4

Brazil (Bovespa) 67533 1.0 0.9 -1.7

Colombia (IGBC) 14667 0.1 0.4 22.6

Chile (IGPA) 21749 5.3 5.4 23.7

Mexico (CPI) 36872 4.1 1.1 11.2

Peru (General Lima) 22558 10.1 -0.3 50.6

Venezuela (IBC) 71588 2.5 5.6 22.7

Nikkei225 9536 3.6 -9.9 -13.3

HSI 23159 3.8 1.1 10.0

Itraxx Main 101 2 -1 23

Itraxx Xover 381 -9 -24 -50

CDS Germany 45 0 -8 16

CDS Portugal 561 62 85 430

CDS Spain 218 4 -46 113

CDS USA 42 0 -5 ---

CDS Emerging 211 -5 -20 -23

CDS Argentina 602 -40 -69 -302

CDS Brazil 115 -2 -7 -17

CDS Colombia 115 -3 -8 -38

CDS Chile 66 -5 -17 -13

CDS Mexico 109 -2 -10 -8

CDS Peru 126 7 9 -4
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 Charts 
  

Charts 5 & 6  

Stock exchanges (base index Jan09=100) 
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  Source: Bloomberg                                                                 Source: Bloomberg                          

  
Charts 7 & 8  

Exchange rates (base index Jan09=100) 
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  Source: Bloomberg                                                                 Source: Bloomberg                          

  Charts 9 & 10  

Credit Default Swaps (levels) 
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  Source: Bloomberg                                                                 Source: Bloomberg                          
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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 b e aware that the securities, instruments or investm ents to which it refers may be 
inappropriate for their specific investment objecti ves, financial position or risk profile, as they ha ve 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 resu lts of investments may fluctuate to the detriment o f the interests of investors and even result 
in a loss of the initial investment. Transactions i n futures, options or high-yield securities or inst ruments may involve major risks that are not 
suited to all investors. In fact, in some investmen ts, losses may be greater than the initial investme nt. In these cases additional funds may be 
required to cover all these losses. Therefore, befo re engaging in any transactions with these instrume nts, investors should be aware of the way 
they function, and the rights, obligations and risk s they involve, as well as those of their underlyin g 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 
economic year by BBVA and, indirectly, the results of the BBVA Group, including those generated by its investment banking activity, even though they do 
not receive compensation based on earnings from any specific investment banking transaction. 

BBVA and the rest of the BBVA Group organizations that are not members of the New York Stock Exchange or the National Association of Securities 
Dealers, Inc. are not subject to the rules of disclosure for these members. 

“BBVA is subject to the BBVA Group Stock Market Cod e of Conduct; this includes rules of conduct establ ished for preventing and avoiding 
conflicts of interest with regard to recommendation s, including barriers to information. The BBVA Grou p Stock Market Code of Conduct is 
available for consultation on /Corporate Governance .” 

 


