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LatAm Daily | In Chile, the CB sharply adjusts
downwards GDP growth expectations

Enestor Dos Santos / Lorena Lechuga / Hugo Perea / Cecilia Posadas / Jorge Selaive / Carlos Serrano / Juana Téllez

In Chile, the CB adjusted downwards the GDP growth range expected for 2016 from 2%-3% to
1.25%-2.25%, leaving the range at 2%-3% for 2017. The CB sees an equilibrated balance of risk for
economic activity. The CB expects inflation at the end of 2016 at 3.6% YoY and one 25bp increase in MPR
during the year. In Colombia, the Industrial Confidence Index increased in February.

Chile - A more realistic GDP growth expectation for 2016; however, an
equilibrated balance of risk that seems optimistic

In a realistic -although aggressive- move, the Central Bank’s monetary policy report adjusted downwards the
GDP growth range expected for 2016 -from 2.0%/3.0% to 1.25%/2.25%-, driven by both lower external and
domestic demand forecasts, while revealing a 2.0%/3.0% growth range for 2017. Nonetheless, they
recognize an equilibrated balance of risk for economic activity, an assessment that we view as optimistic
given their novel negative valuation for labor market dynamics. In terms of prices, the Central Bank expects
lower inflation at the end of 2016 -from 3.8% estimated in December to 3.6% YoY-, also with a neutral
balance of risk but characterized by high exchange-rate volatility alongside a depreciative path for the CLP
currency -on the back of lower terms of trade- that will offset lower inflation pressures from a widening output-
gap. In this context, the Board’s new baseline scenario assumes one additional 25bp increase in policy rates
during the year, which will be gradual and data-dependent. All in all, the report validates our view of at most
one 25bp increase in rates -to 3.75%- during the year but postpones the timing towards late 2H16 (see our
Chile Flash in Spanish for details).

Colombia - Industrial confidence increased in February

According to local think-tank Fedesarrollo, the Industrial Confidence Index increased in both monthly and
annual terms in February, standing at 10.4%. According to the report, the improvement in the balance of
industrial orders and production expectations for the next three months were the main drivers of February’s
print. On the other hand, the latest industrial capacity print stood at 73,.8%. Similarly, the retail confidence
index showed an increase in February, standing at 25,.4%, mostly driven by an important improvement of
economic expectations over the next six months.

What to watch today

Brazil - Credit markets report (9:30hrs NYT)
The BCB’s report is likely to show that credit markets continued to grow at a very timid pace - below inflation
- and that default rates increased again.
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https://www.bbvaresearch.com/wp-content/uploads/2016/03/BCChWatch_IPoM_Marzo_2016.pdf
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Calendar indicators

Diate Period Consensus BBVAe Actual Prior
Brazil
Outstanding Loans Mal 29-mar Feb -0.006
FGEY Inflation IGPM Kol 30-mar Mar 0.46 1.3%
Primary Budget Balance 30-mar Feb -10.4 27.9b
Inflation Repaort 31-mar
Industrial Production Mol 01-abr Feb -2.4 -1.5 0.40%
Trade Balance Monthly 01-abr Mar 4307 4000 53043m
Chile
Central Bank's Quarterly Report 28-mar
Manufacturing Production YaY 30-mar Feb 0 -1.0 -4 6%
Retail Sales YoY 30-mar Feb 3.2 44 3.4%
Industrial Production Yoy 30-mar Feb 0.55 -8.2%
Unemployment Rate H-mar Feb 5.9 59 5.8%
Colombia
Industrial Confidence 2a-mar Feb 10.4 53
Retail Confidence 2a-mar Feb 254 195
Mational Unemployment Rate 31-mar Feb 11.9%
Urban Unemployment Rate 31-mar Feb 12.65 14.1%
Colombia Monetary Policy Minutes 01-abr
Economic Activity Index S& YoY 01-abr Jan 31 37%
Mexico
Trade Balance 28-mar Feb -T24.68 -3441.0m
Economic Activity IGAE Yo 29-mar Jan 25 2586 2.6%
Unemployment Rate SA A0-mar Feb 43 4.3%
Unemployment Rate NSA 30-mar Feb 415 4 2%
Remittances Total 01-abr Feb 1966.3 $1932.2m
Central Bank Monetary Policy Minutes 01-abr
Central Bank Economist Survey 01-abr
Peru
CPIMaoM 01-abr Mar 072 078 0.2%
CPIYoY 01-abr Mar 4 46 45 4 5%

Source: Bloomberg and BBVA Research
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Most recent Latam reports

Date Description

03.28.2016 Chile: Monetary Policy Report: U
nconvincing risk balance would support prolonged pause of MPR (In Spanish)

03.18.2016 Chile: GDP increased 2.1% in 2015 but showing weakness in 4Q15 (In Spanish)

03.18.2016 Mexico Weekly: The peso appreciates to levels close to those at the beginning of
the year (In Spanish)

03.18.2016 Mexico: Fondeo is maintained at 3.75%. Cautious tone despite an environment le
ss volatile (In Spanish)

03.18.2016 Colombia: BanRep continues tightening (In Spanish)

03.17.2016 Chile: The CB maintains the MPR at 3.5% (In Spanish)

03.17.2016 Mexico: Fondeo rate unchanged at 3.75%

03.16.2016 Chile: Labour aggregates, job search efforts and Google trends

03.16.2016 Peru: Economic activity moderated in January (In Spanish)

03.14.2016 Chile: Unemployment rate will rise in the medium term (In Spanish)
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https://www.bbvaresearch.com/publicaciones/chile-ipom-balance-de-riesgos-poco-convincente-apoyaria-mantencion-prolongada-de-la-tpm/
https://www.bbvaresearch.com/publicaciones/chile-ipom-balance-de-riesgos-poco-convincente-apoyaria-mantencion-prolongada-de-la-tpm/
https://www.bbvaresearch.com/publicaciones/chile-economia-crecio-21-en-2015-pero-mostrando-mayor-debilidad-en-4t15/
https://www.bbvaresearch.com/publicaciones/semanal-mexico-el-peso-se-aprecia-a-niveles-cercanos-a-los-observados-al-inicio-de-ano/
https://www.bbvaresearch.com/publicaciones/semanal-mexico-el-peso-se-aprecia-a-niveles-cercanos-a-los-observados-al-inicio-de-ano/
https://www.bbvaresearch.com/publicaciones/mexico-fondeo-se-mantiene-en-3-75-tono-cauteloso-a-pesar-de-un-entorno-menos-volatil/
https://www.bbvaresearch.com/publicaciones/mexico-fondeo-se-mantiene-en-3-75-tono-cauteloso-a-pesar-de-un-entorno-menos-volatil/
https://www.bbvaresearch.com/publicaciones/colombia-banrep-sigue-con-los-incrementos-y-sube-a-650-su-tasa-repo/
https://www.bbvaresearch.com/publicaciones/chile-banco-central-mantiene-tpm-en-35-pero-pavimenta-camino-para-solo-un-alza-en-2016/
https://www.bbvaresearch.com/en/publicaciones/mexico-fondeo-rate-unchanged-at-3-75/
https://www.bbvaresearch.com/en/publicaciones/chile-labour-aggregates-job-search-efforts-and-google-trends/
https://www.bbvaresearch.com/publicaciones/peru-la-actividad-economica-modero-su-avance-en-enero/
https://www.bbvaresearch.com/publicaciones/chile-la-tasa-de-desempleo-no-tiene-otro-camino-que-el-alza-a-mediano-plazo/
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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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