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After a spectacular recovery in the markets this week and an upward surprise in inflation in 
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Stocks and currencies in Latin America rise in response to a fall in global 
risk 
Last week the main focus of attention in Latin America was the European summit. Following 
the release of the statements, most assets closed on a positive note. Now that European risks 
have moderated (though they still persist) the market may focus its attention once more on 
expectations in the North American business cycle.  
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Chart 1  
LatAm stock market monitor 
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Markets 
Gains in Latin American currencies 
Latin American currencies continued highly volatile over the week as markets awaited results 
from the European Union summit on Wednesday. After the summit, currencies in the region 
recovered the ground lost in the early part of the week and posted a weekly gain on Thursday of 
more than 0.7%. The CLP was up 3%, in line with the rise in the price of copper, while the MXN 
was up 2%. Gains in the COP and BRL were more limited. The PEN and ARS remained relatively 
stable 
  
Stock markets respond to movements in risk in the EU 
Stock markets recovered following the European Union summit last weekend and the 
conclusions released on Wednesday. The result was a fall in risk aversion. In our opinion, the 
conclusions are an important step in the right direction, although it is true that some details still 
have to be cleared up with respect to the exit strategy. In this environment, developed stock 
markets, which had been more contaminated by the risk premium, are dominating those of 
emerging countries. Among the emerging stock markets Latin America is lagging behind after 
the most recent data from China boosted the Asian region with expectations of an orderly 
slowdown. Meanwhile, corporate reporting continues, and so far results have been positive. This 
could be a source of additional strength in the coming weeks as the influence of risk aversion 
lessens. 
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Chart 2  
Weekly changes in LatAm currencies 
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Highlights 
Inflationary surprise in Mexico 
In the first half of October inflation rose above expectations in Mexico, but we expect it to close 
the year at around 3.3% y/y. 
 
Credit continues to grow in Brazil and Peru at an annual 20% 
Credit in Brazil grew 19.6% year-on-year in September. This is within the range of 19-21% growth 
since August 2010. In Peru, the year-on-year rise of 20.1% was led by growth in consumer loans 
(24%).     
 
Argentina takes measures to keep foreign-currency revenues at home  
The government has issued a decree making it mandatory to negotiate on the local market all 
the foreign currency revenues from exports of oil, derivatives, gas and mining, which until now 
had benefited from an exceptional status for their export revenues. In addition, the government 
announced that insurance companies must repatriate funds from investments they have abroad. 
The aim of these measures is to reverse the flow of reserves out of the country (USD 1.5 billion in 
October). In all, this week the Central Bank has accumulated foreign-currency sales of more than 
USD 500 million. 
 
Current account deficits down in Argentina and Brazil 
The trade balance in Argentina posted a surprising rise to USD 1,064 million in September as a 
result of weaker imports. In Brazil, the trade balance fell to USD 3,074 million in the same month. 
However, the current account deficit was below expectations as the deficit in the income and 
services accounts was down due to the significant loss in value of the Brazilian real. 
 
Activity stays dynamic in Argentina and Chile 
In Argentina, industrial production grew 5.1% y/y in September (0.6% m/m in the seasonally 
adjusted series). In Chile, the increase in the manufacturing industry was 5.2% y/y, which 
surprised in a positive way although month to month growth was zero. In both countries 
dynamic stayed strong in retail sales, reaching 34.4% nominal y/y in Argentina and 9.6% real y/y 
in Chile 
 
Cristina Fernández re-elected with overwhelming majority  
The current President obtained an expected and overwhelming victory in the presidential 
elections, with 54% of the votes. The governing party also recovered control of Congress, with a 
majority in each of the houses, and won 8 of the 9 provincial governorships up for election. 
 

Chart 3  
Bank credit in Brazil and Peru (% y/y)  

Chart 4 
Industrial Production yearli variation in 
Argentina and Chile 
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Calendar: indicators  
 

Next Week: 31 October - 4 November 2011
Argentina Data Period Forecast Consensus Previous Comment
Public Service's Statistics 31-Oct Sep 2011 10,8% y/y
Construction Activity Synthetic Indicator 31-Oct Sep 2011 11,5% y/y
Wages Index 1-Nov Sep 2011 2,4% m/m 2,9% m/m

Brazil Data Period Forecast Consensus Previous Comment
Fiscal Accounts 31-Oct Sep 2011
Industrial Production 1-Nov Sep 2011 -0.90% m/m -0.20% m/m
Trade Balance 1-Nov Sep 2011 $ 3.074 M

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

Empleo 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

Urban Unemployment rate 31-Oct Sep 2011 10,4% 10,1% 10,4%
Sectors with significant rise in formal employment creation (as 
industry) would maintain progress in the quality of employment.

Exports 11-Apr Sep 2011 45.0% YoY 50.5% YoY
Preliminary indicators of customs registration anticipate maximum 
levels in exports despite higher global turbulence.

Automobiles sale 11-Nov Oct 2011 28500 units 28883 units
A stabilization in sales volume and a moderation in growth rate is 
expected.

Inflation 5-Nov Oct 2011 0.13% m/m, 3.93% YoY 0.31% m/m, 3.73% YoY
Low statistical base of 2010 determines the increase in inflation. For the 
month, food and regulated goods could present the highest increase in 
prices.

Mexico Data Period Forecast Consensus Previous Comment

Formal Private Employment Oct 2011 0.32% m/m (4.1% y/y) n.a. 0.39% m/m (4.2% y/y)
With the moderation in industrial production is likely that it will be 
reflacted into lower pace of job creation, yet buoyant.

Consumer Confidence 4-Nov Oct 2011 -0.5% m/m (90 pts.) n.a. -1.5% m/m (90.7 pts)

If the the slower pace of job creation materializes, along with a 
moderation in the positive contribution that has already been observed 
in the real wage component of the disposable income, those would be 
factors that contribute to lower consumer confidence towards the last 
quarter of the year.

Producer Confidence 4-Nov Oct 2011 -0.8% m/m (53.5 pts.) n.a. -0.4% m/m (53.9 pts.)

The lower industrial production related with moderation in external 
demand and the continuing doubts about the recovery in U.S. 
economic activity, will help to dampen the spirits of manufacturing 
producers.

Peru Data Period Forecast Consensus Previous Comment
Inflation (CPI) 2-Nov Oct 2011 0,2% 0,15% 0,3% With this result annual inflation will reach 4,1%

Venezuela Data Period Forecast Consensus Previous Comment

Inflation rate 3-Nov Oct 2011 2,1% 1,7%
Monetary pressures steming from a growing public spending, along 
with the upward adjustment of some of the controls in the foods sector 
will cause a rebound in inflation in october. 

Unemployment rate 1-Nov Sep 2011 8,5% 8,0%
We expect unemployment rate , which reached 8% in August, 
increases a bit, staying below the annual average of 8,7%, in line with 
our expectations of a slower GDP growth of 2,2% in 3Q.

Imports 40848 Sep 2011 USD 3.250 MM USD 3.497 MM
We expect imports to continue reaching levels above USD 3.000 MM, 
due to the higher seasonal demand on the part of the public sector.  

Source: BBVA Research

 

Calendar of events 
Brazil: September’s Industrial Production 
Previsión: -0.5%m/m Consenso:  -0.9%m/m Anterior: -0.2%m/m  

Our forecast for September is Industrial production will remain weak; indeed the correction is 
expected to be stronger than last month as a result of global uncertainty and its effects on 
economic activity.   

 

Calendar of holidays 
Brazil: November 2 
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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 
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