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LatAm Daily | In Brazil, BCB sees a larger drop of GDP
and higher inflation in 2016
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In Brazil, the BCB expects GDP to decline 3.5% and inflation to reach 6.6% in 2016. Moreover, it revealed
that a monetary easing is not imminent. Moody’s maintains the rating of Mexico but changed outlook from
stable to negative. In Chile, the unemployment rate increased slightly in February and in Colombia, urban
unemployment rose less than expected.

Brazil - No time (yet) for a monetary easing
In the 1Q16 Inflation Report released yesterday, the Copom revealed that in its baseline scenario inflation is
expected to decline from 10.4% in February to 6.6% at the end of 2016, 4.9% at the end of 2017 and 4.5%
(the inflation target) in 1Q18.These figures are higher than those released three months ago (6.2% in 2016
and 4.8% in 2017), despite the more negative prospects for economic activity (GDP forecast was cut to
-3.5% from -1.9%) and greater appreciation in the exchange rate. This is mainly due to higher-than-expected
inflation at the end of 2015 and at the very beginning of 2016. Moreover, the uncertainty surrounding fiscal
deterioration, “non-economic events” (a reference to the ongoing political turbulence), inflation dynamics and
the global environment were highlighted. Although the Copom’s inflation forecasts show that the goals of
keeping inflation within the 2.5%-6.5% target range in 2016 and of making it converge to 4.5% in 2017 are
still not ensured, a new dose of monetary tightening is unlikely given the current economic and political
circumstances. However, as explicitly stated in yesterday’s report, current conditions “do not allow [the
Copom] to work with the hypothesis of a monetary easing”. Therefore, the most likely scenario is that the
Selic rate will be left unchanged at 14.25% for some further time. In our view, Copom will only start to cut the
Selic rate at the beginning of 2017 (see our Brazil Flash for more details).

 Chile - Unemployment rate increased to 5.9% in February
The jobless rate increased slightly to 5.9% in February (from previous 5.8%), driven by a 1.8% YoY rise in
job-creation (mainly self-employment) which compares to the 1.6% YoY growth of the labour force. Annual
job-creation was driven by the dynamism in construction, commerce, and hotels and restaurants, which was
partially offset by the negative contribution from mining and manufacture. Figures show that the public sector
contributed less to salaried jobs at the beginning of the year (see our Chile Flash in Spanish for details).

Colombia - Urban unemployment rose less than expected
February’s urban unemployment rate stood at 10.3%, a 0.4 percentage points YoY increase. February´s
occupation rate grew 0.7 percentage points YoY, after five months of yearly decreases in the previous
quarter[FJM-S1] . A lower job creation was expected in February, in line with our growth outlook. Therefore,
a higher unemployment rate was expected (12.7% consensus). Jobs were created mostly in the retail and
real Eestate sectors.

Mexico - Moody's changes Mexico's outlook to negative from stable;
affirms A3 rating
Moody's Investors Service has today affirmed Mexico's A3 issuer and government bond ratings and
changed the outlook to negative from stable. The firm attributed this reduction to the problems the country is
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facing in consolidating its fiscal policy and to the lack of liquidity of its state oil company Petroleos Mexicanos
(Pemex).The negative outlook offsets the strong commitment on the part of the authorities to achieving fiscal
consolidation and containing liquidity pressures at PEMEX, faced with the challenges from subdued
economic activity, the low oil price environment and implementation risks to the authorities' announced
measures for limiting spillover effects from PEMEX into the government's balance sheet. Moody's indicated
that the intention of the Mexican Government to support the oil company can undermine fiscal targets in the
country.

What to watch today

Peru - Consumer prices (March, 11:00hrs NYT)
We expect headline CPI to have increased by 0.78% MoM. There have been some seasonal factors driving
up the prices of educational services and those of fish and transportation (due to Easter holidays), as well as
price increases in poultry and fruits. As a result, YoY inflation should stay around 4,5%, above the central
bank's target (2%, +/- 1pp).

Colombia - Monetary policy minutes (March, 2:00 pm NYT)
In its past monetary policy meeting, BanRep’s Board increased the repo rate 25bp up to 6,50% in a split
decision. That said, March’s minutes will provide valuable information to assess the Board’s assessment of
the inflation and economic activity outlook.

Brazil - Industrial production (February, 8:00hrs NYT)
We expect industrial output to contract by around 1.5% MoM in February after having -somewhat
surprisingly- expanded 0.4% MoM in January, reinforcing the prospects for another decrease of GDP in
1Q16.
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Calendar indicators  
 

Source: Bloomberg and BBVA Research
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Most recent Latam reports
Date Description 
03.31.2016 Chile: We forecast CPI for March: 0.6% MoM (4.7% YoY)
03.31.2016 Chile: Despite significant creation of self-

employment, unemployment rises to 5.9% (In Spanish)
03.31.2016 Brasil: No time (yet) for a monetary easing
03.30.2016 Chile: IMACEC in February between 2% and 2.5% (In Spanish)
03.29.2016 Mexico: Bank deposits: loses ground due to less dynamism in its two component

s (In Spanish)
03.29.2016 Peru: Exports fell nearly 9% YoY in February (In Spanish)
03.28.2016 Chile: CB sharply adjusts downwards GDP growth expectations (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)
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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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