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LatAm Daily | Chile announces cuts in public expenditure
Enestor Dos Santos / Hugo Perea / Cecilia Posadas / Jorge Selaive / Carlos Serrano / Juana Téllez
  

Treasury in Chile reaffirms its commitment with the structural balance; announcement should instill
confidence concerning the sustainability of public debt. In Peru, inflation fell in February influenced by
seasonal effects.  Today no changes are expected on Selic rate from MP meeting in Brazil.

Chile - Further measures for the sustainability of public debt
Treasury announced an adjustment in public expenditure for this year, equivalent to USD 540mn, mainly due
to an update in structural revenues coming from the reference copper price (from a tendency of USD2.98 to
a USD2.57 per pound). This measure implies both a downward adjustment for public expenditure growth
and lower structural fiscal deficit during this year (that the Treasury expects at 4.2% YoY and 1.3% of GDP
respectively). Nonetheless, it will also relieve pressure to withdraw at an even faster rate the fiscal support
expected for aggregate demand during 2017, in a context of lower reference parameters for structural
revenues (both expected copper price and GDP growth). All in all, the announcement should remover
market fears of an unsustainable path for public debt, but also of crowd-in investments from the private
sector.

Chile - A clear slowdown of fiscal support for aggregate demand
During January, real government expenditure declined by 3.4% YoY, showing a clear slowdown of fiscal
support to aggregate activity. The figure was driven by both declines in public consumption and investment
(-3.5% YoY and -3.3% YoY respectively). Meanwhile, fiscal income surged to +19.2% YoY, mainly due to
one-off non-recurrent revenues related to the repatriation of capital that offset the decline in taxes that came
from private mining activities (-54.3% YoY). All in all, figures are showing less support for aggregate demand
that will persist during the year, mainly in the investment component of expenditure.

Peru - Inflation fell in February
In February inflation reached 0.17% MoM due to the seasonal increase in the prices of Education Services,
which was mitigated by the downward correction in some food prices and electricity tariffs, and lower fuel
prices. Thus, the annual inflation stood at 4.5% YoY (vs. 4.6% in January). In March, inflation could be
affected by factors that are affecting the normal food supply (See our Peru Watch in Spanish for additional
details).

What to watch for today

Brazil - Monetary policy decision (after local markets close)
The Monetary Policy Committee (COPOM) will likely leave the Selic rate unchanged at 14.25%. Moreover,
the accompanying statement is not expected to signal any changes in the policy rate going forward.
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https://www.bbvaresearch.com/en/publicaciones/peru-inflation-fell-in-febraury/
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Calendar indicators  

Source: Bloomberg and BBVA Research
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Most recent Latam reports
Date Description 
03.01.2016 Latam: Economic Outlook 1Q16
03.01.2016 Mexico: Credit to the private sector begins the year with a growth of 15.3% 

(In Spanish)
03.01.2016 Chile: Labour aggregates, job search efforts and Google trends (In Spanish)
03.01.2016 Mexico: Remittances start 2016 with growth of 18.8% in January (In Spanish)
03.01.2016 Peru: The inflation fell in February (In Spanish)
02.29.2016 Colombia: Worse labour results than expected
02.29.2016 Brazil: Economic Outlook 1Q16 - Presentation
02.29.2016 Brazil: Economic Outlook 1Q16
02.29.2016 Chile: January's IMACEC could have grown among -0.25% - 0.25% YoY 

(In Spanish)
02.24.2016 Latam: The business model of Spanish banks in Latin America (In Spanish)
02.23.2016 Colombia: Economic Outlook 1Q16 
02.22.2016 Latam: Economic Outlook 1Q16 (Presentation)
02.19.2016 Colombia: BanRep increased its monetary policy rate to 6.25% in line with expect

ations
02.19.2016 Latam: Economic Outlook 1Q16 (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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