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LatAm Daily | In Colombia, BanRep hikes its MPR by
25bp up to 5.50%, as we expected
Marina Conesa / Enestor Dos Santos / Hugo Perea / Cecilia Posadas / Jorge Selaive / Carlos Serrano / Juana Téllez

BanRep’s board increased its MPR in November by 25bp.The decision was not unanimous and was driven
by the dynamics of inflation, inflation expectations, and a slower convergence towards its target range.
Despite the pause in Chilean MPR, minutes reveal that the normalisation will be data dependent. Credit
decreased in real terms and the default rates increased in Brazil.

Colombia - BanRep increases the repo rate by 25bp up to 5.50% as
expected
In November, BanRep’s board increased its monetary policy rate by 25bp, up to 5.50%. According to the
communiqué and the press conference the main drivers behind this decision were the recent dynamics of
inflation, inflation expectations, and a slower convergence of inflation to the target range, similar to the
previous communiqué. During the press conference, the CB’s Governor Uribe mentioned that the decision
was not unanimous. In addition, the CB’s board ratified the inflation target at 3% (+/- 1 percentage point). In
the communiqué, the board said that they expect the deviation of inflation from its target to be temporary.
Nonetheless, they anticipate the convergence of inflation will be achieved in a two-year horizon. For
December’s meeting we expect BanRep to keep its monetary policy rate on hold at 5.50%.

Chile - Despite the pause, the minutes are biased to more tightening,
although normailisation will be gradual and data dependant
The November’s monetary policy minutes revealed as policy options both an increase in rates of 25bp and a
pause at 3.25%. Concerns about annual inflation figures above 4% persist, mainly due to further exchangerate depreciation driven by lower terms of trade. The board highlighted the slow growth in activity due to the
slack in demand in a context of low confidence, but nonetheless pointed to the stabilisation of investment
and the resilience of the labour market figures, particularly the still low unemployment rate and the
stabilization of investment. All in all, to be consistent with recent speeches and guidance of gradual
monetary policy normalisation, the option for pause at 3.25% prevailed, but emphasising that normalisation
will remain data dependant as depicted in the current monetary policy report.

Brazil - The credit stock grows negatively in real terms; default rates
increase
The total credit stock grew by 8.1% YoY in October, a further moderation in comparison to previous months
(9.1% YoY in September and 11.3% YoY at the end of 2014, for example). This means that the credit
markets are currently running below the rate of inflation (9.9% YoY in October). The same applies to both
household and corporate credit, which are currently growing at 8.4% YoY and 7.9% YoY, respectively. From
a different perspective, credit from private banks is also growing negatively in real terms as its nominal
growth was only 3.1% YoY in October. On the other hand, credit from state-owned banks continues to grow
above inflation, at 12.5% YoY in October, in spite of the recent moderation (13.8% YoY in September and
16.7% in December 2014). Although at a slow pace, non-performing loans (NPL) continued to increase. The
NPL ratio reached 3.2%, from 3.1% in the previous reading and 2.7% at the end of 2014. This is the highest
ratio since the first half of 2013. Looking ahead, we expect it to continue to trend upwards in the coming
months as the sharp economic deterioration weighs more heavily on both consumers and corporates.
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What to watch today
Chile - Activity data by sector (October, 08:00hrs NYT)
We expect manufacturing output to have decreased by around 1.0% YoY in October, while retail sales
should come in at around +2.0% YoY. Figures should still point to weakness in aggregate economic activity.

Chile - Unemployment rate (October, 08:00hrs NYT)
We expect the jobless rate to show a slight decline to 6.3% in October (from 6.4% in previous month). Job
creation should remain resilient and driven by public-sector employment.

Colombia - Unemployment rate (October, 11:00hrs NYT)
We expect the unemployment rate for October to stand at 9.4% (an increase of 0.7 percentage points YoY).
Employment generation should remain low in October.
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Calendar indicators

Source: Bloomberg and BBVA Research
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Most recent Latam reports
Date
11.28.2015
11.27.2015
11.24.2015
11.21.2015
11.20.2015
11.18.2015
11.14.2015
11.13.2015
11.13.2015
11.13.2015
11.11.2015
11.10.2015
11.10.2015
11.06.2015
11.06.2015
11.06.2015

Description
Colombia: BanRep increased the repo rate 25bp up to 5,50% as expected
Mexico: Annual inflation below 2.3%. Next week watch for US jobs data
Mexico: Bank deposits: continues catching up driven by its two components
Mexico: Positive surprise in the GDP for the better-than-expected growth in the
3Q
Mexico: Upside surprise in the GDP due to a better than expected growth in the
3Q15
Mexico: Mortgage financing accelerates and grows 17% in September
Peru: Mining led growth, but non-primary sectors decelerated (In Spanish)
Mexico: We estimate that GDP growth in 3Q15 will have been similar to the
2Q15
Chile: Central Bank maintains MPR at 3.25% and contractionary
bias (In Spanish)
Peru: Unsurprisingly, the central bank keeps once again the policy rate on hold
Mexico: Regional Sectorial Outlook Second Half 2015
Colombia: Outlook 4Q15 (In Spanish)
Chile: Outlook 4Q15 (In Spanish)
Colombia: Automotive sector, recent develomempents and ooutlook
Chile: Infltion in October surprised to the upside
Colombia: Foodstuf inflation unstoppable
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This document has been prepared by BBVA Research Department, it is provided for information purposes only and expresses data,
opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider
to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit,
regarding its accuracy, integrity or correctness.
Estimations this document may contain have been undertaken according to generally accepted methodologies and should be
considered as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of future performance.
This document and its contents are subject to changes without prior notice depending on variables such as the economic context or
market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.
BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.
This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or decision of
any kind.
In regard to investment in financial assets related to economic variables this document may cover, readers should be aware that under
no circumstances should they base their investment decisions in the information contained in this document. Those persons or entities
offering investment products to these potential investors are legally required to provide the information needed for them to take an
appropriate investment decision.
The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature by any means or process, except in cases
where it is legally permitted or expressly authorized by BBVA.
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