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LatAm Daily | Among other measures, Mexico
surprisingly increases MPR by 50 bp
Enestor Dos Santos / Hugo Perea / Cecilia Posadas / Jorge Selaive / Carlos Serrano / Juana Téllez
  

In a joint announcement, Banxico and the Mexican Ministry of Finance have adopted fiscal, monetary and
exchange rate measures to limit risk to the economy. Among the measures are a 50bp increase in MPR,
and a cut in expenditure. S&P has downgraded Brazil’s sovereign rating to BB in a year with significant
economic challenges ahead. Further downgrades are likely in the future.

Brazil - S&P downgrades Brazil to BB and maintains the negative
outlook
After withdrawing Brazil’s investment grade in September 2015, S&P yesterday announced another one-
step downgrade of Brazil’s sovereign rating, from BB+ to BB. The decision was mostly due to remaining
political and economic challenges, particularly to prospects of a more gradual than expected fiscal
adjustment, another year of significant GDP contraction (activity is set to decline around 3.0% in 2016 after
having contracted around 3.8% in 2015), risks of implementation of economic policy and reforms due to the
political turmoil and the beginning of the proceedings to impeach president Dilma Rousseff and the weaker
financial situation of Petrobras. This acute worsening of Brazil’s credit rating will likely continue as we move
forward, with Moody’s expected to withdrawn Brazil’s investment grade shortly. The negative outlook
sustained by both S&P and Fitch, which holds Brazil’s only one step below the investment rate zone, also
means that further downgrades are not only possible but actually likely. Finally, we do not expect the
ongoing credit rating deterioration to trigger a significant correction in Brazilian policies.

Colombia - Industrial production and retail sales for December
The National Statistics Office published industrial production and retail sales figures for December.
According to the report, industrial production increased 3.9% YoY (BBVAe: 5.1%; consensus: 4.4%) taking
the figure for the year as a whole to 0.9%. In December, the main drivers of industrial production growth
were oil refining (13.1% YoY), the textile industry (17.0% YoY) and the pharmaceutical industry (14.1%
YoY). Retail sales meanwhile expanded 0.3% on a yearly basis in December 2015 (BBVAe: -1%; consensus
0%). The report mentioned that retail sales excluding vehicle and motorcycle sales stood at 4% for the same
month.

Mexico - Mexico adopts fiscal, monetary and exchange rate measures
to limit risks
In an extraordinary decision, Banxico increased the MPR by 50 bp in response to the increased likelihood
that exchange rate depreciation might lead to an increase in inflation expectations that are not in line with
the consolidation of the permanent goal of 3%. The Foreign Exchange Commission decided to suspend pre-
established mechanisms to sell dollars and announced the possibility of intervening on a discretionary basis
in the exchange market. The Ministry of Finance also announced a cut in spending equivalent to 0.7% of
GDP by 2016, most of which will cut the budget of Pemex, details of which will be announced next week.
The announcement of higher TPM will help to reduce volatility in the foreign exchange market and reduce
the risk of abrupt market outflows for long-term bonds. We do not estimate a significant effect on the
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exchange rate level, which should respond to economic fundamentals (See Mexico Flash in Spanish for
details).

 
 What to watch for today
 
Brazil - Economic activity index (December, 5:30hrs NYT)
The IBC-Br, the BCB’s economic activity index is expected to have declined again in December, after having
contracted around 0.5% MoM in both November and October. We expect it to drop 0.2% MoM, although this
week’s retail sales figures suggest that contraction could be larger than that.

Mexico - Monetary Policy Minutes (January)
Today we will know the minutes from the last monetary policy decision last February 4, where the central
bank decided to keep the MPR unchanged at 3.25The central scenario for the short and medium term was
said to be consistent with the inflation convergence objective BC. It nevertheless warned that the situation is
unfavourable and that risks have increased, closely following the possible transfer to exchange rates and
measures to support the convergence of inflation would be taken. It is relevant to know the details of the
discussion.
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Calendar indicators  

Fuente: BBVA Research
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Most recent Latam reports
Date Description 
02.17.2016 Peru: Outlook 1Q16 (In Spanish)
02.17.2016 Mexico: Monetary fiscal and exchange rate measures (In Spanish)
02.16.2016 Colombia: Outlook 1Q16, infographic (In Spanish)
02.16.2016 Colombia: Outlook 1Q16 (In Spanish)
02.16.2016 Chile: January would mark the turning point in the annual growth (In Spanish)
02.15.2016 Peru: Strong GDP growth in December, its fastest in two years
02.11.2016 Peru: CB adjust MPR again and is more energic with expectations (In Spanish)
02.11.2016 Chile: CB mantains MPR unchanged. (In Spanish) 
02.10.2016 Chile: Outlook 1Q16 (In Spanish)
02.09.2016 Colombia: Trends and Long-term Outlook for Energy Supply and Demand
02.08.2016 Chile: January's CPI grows 0.5% mom influenced by public fees and cigarettes
02.05.2016 Colombia: El Niño drives up inflation
02.05.2016 Chile: GDP grows 2% in 2015 with an Imacec above expectations (In Spanish)
02.05.2016 Brazil: Inflation surprises strongly to the upside
02.04.2016 Mexico: No change in fondeo rate. The tone turned restrictive (In Spanish)
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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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