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LatAm Daily| Chile’s CB maintained MPR at 3.5% and
moderated the restrictive tone
Enestor Dos Santos / Lorena Lechuga / Hugo Perea / Cecilia Posadas / Jorge Selaive / Carlos Serrano / Juana Téllez
  

The CB announced that the pace will be data-dependent on inflation figures and suppressed the gradualism
of policy rate normalisation. With this information at hand we expect the Board to validate a neutral bias for
policy rates and a prolonged pause during the year. In Brazil, data released yesterday is in line with a fall in
GDP again in 1Q16.

Brazil - In contrast with expectations, retail sales expanded in February
Retail sales grew by 1.2% MoM in February, a significantly better performance than envisioned by markets
(BBVA: -0.3% MoM; consensus: -0.2% MoM). However, data for January was revised downwards slightly, to
-1.9% MoM from -1.5% MoM. Broad retail sales, which include vehicle and construction material, increased
1.8% MoM, offsetting a 1.5% MoM contraction observed in January.  Therefore, if sales indicators remain
stable (0.0% MoM) in March, then core and broad retail sales will have dropped 2.5% QoQ and 0.7% QoQ
respectively in 1Q16. All in all, data released yesterday reinforce our view that private consumption and
overall GDP will fall again in the first quarter of the year, although not as significantly as in the previous
quarters.

Chile - Downward revisions to GDP growth prospects ease, but inflation
expectation for the end of 2016 started a slight decline
The economic expectation survey showed an inflation forecast at +0.3% MoM for April (BBVAe: +0.2/+0.3%
MoM), while long-term inflation expectations remain anchored to the central bank’s target of 3% YoY.
Inflation forecasts for the end of 2016 are for +3.5% YoY, lower than last month (at +3.6% YoY), driven by
negative surprises in March’s monthly figure. Meanwhile, GDP growth forecasts for 2016 stabilised at 1.7%
due to a higher than expected Imacec figure in February, while expectations for 2017 stayed at 2.5%.
March’s Imacec is expected to increase 1.8% YoY (in line with our view). Finally, in terms of monetary
policy, the survey’s results indicated a pause in rates at 3.50% at today’s meeting (as observed), and only a
25 bps increase to 3.75% during this year.

Chile - Central bank kept policy rate at 3.5% and moderated the
restrictive tone as expected
The Board stressed that the pace of future adjustment will be data-dependent on inflation figures and
suppressed the gradualism of policy rate normalisation, a commitment that it still explicit in the communiqué.
Nonetheless, these subtle changes in the communication open the possibility for an alternative path for
policy rates, which we interpret as a strong signal towards a neutral bias and a prolonged pause in rates. At
least for now, this path for rates seems the most likely scenario, but we do not rule out that the Board, after a
transition to neutrality, migrate towards a dovish tone only if inflation figures retreat at a faster pace in a
scenario of a stable -or appreciated- exchange rate. Overall, domestically the Central Bank assessed that
economic activity and inflation is behaving broadly in line with the latest IPoM baseline scenario, despite
recent surprises in monthly figures. It also acknowledged the slowdown in wages, in a context of stable job-
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creation and low unemployment rate. Finally, the communiqué reinforces concerns over external risks, in a
context of stable but meagre growth perspectives and low levels for long-term rates. Overall, with the
information at hand, we expect that the Board will validate a neutral bias for policy rates during the year (see
our Chile Flash in Spanish for details).

 
What to watch today

Chile - Financial traders’ survey (1st fortnight in April, 07:30hrs NYT)
We expect the survey to show inflation expectations in a range of +0.2%/+0.3% MoM for April and anchored
long-term inflation expectations. All incoming data support expectations of a pause in the monetary policy
normalisation process, at least during the rest of the year.
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https://www.bbvaresearch.com/wp-content/uploads/2016/04/BCChWatch_RPM_Abril_2016.pdf
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Calendar indicators  
  

Source: Bloomberg and BBVA Research
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Most recent Latam reports
Date Description 
04.12.2016 Chile: Policy rate keeps at 3.5%, but the restrictive tone is moderated

 (In Spanish)
04.08.2016 Mexico Weekly: An unfavorable industrial performance corroborates moderate gr

owth outlook (In Spanish)
04.08.2016 Brasil: Times of two-digit inflation are over
04.08.2016 Chile: Surprises in CPI inflation (In Spanish)
04.06.2016 Colombia: Inflation reaches 15-year high on soaring food prices 
04.05.2016 Colombia: Automobile Market Outlook 2016 (In Spanish)
04.05.2016 Chile: IMACEC in 2.8% YoY explained by calendar effects and increases in minin

g (In Spanish)
04.04.2016 Mexico: Remittances up by 13.6% in February 2016, reaching US$2,093.2m
04.04.2016 Mexico: Fiscal plans for 2017 represent another step in the right direction

 (In Spanish)
04.01.2016 Mexico Weekly: Investment & confidence outlook suggest an expansion in econo

mic activity (In Spanish)
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https://www.bbvaresearch.com/publicaciones/chile-tpm-se-mantiene-en-35-pero-se-modera-el-sesgo/
https://www.bbvaresearch.com/publicaciones/semanal-mexico-un-desfavorable-desempeno-industrial-implica-expansion-moderada-del-pib/
https://www.bbvaresearch.com/publicaciones/semanal-mexico-un-desfavorable-desempeno-industrial-implica-expansion-moderada-del-pib/
https://www.bbvaresearch.com/en/publicaciones/brazil-times-of-two-digit-inflation-are-over/
https://www.bbvaresearch.com/public-compuesta/chile-sorpresas-desinflacionarias-en-ipc-y-remuneraciones/
https://www.bbvaresearch.com/en/publicaciones/colombia-inflation-reaches-15-year-high-on-soaring-food-prices/
https://www.bbvaresearch.com/public-compuesta/situacion-automotriz-colombia-2016/
https://www.bbvaresearch.com/publicaciones/chile-imacec-de-28-aa-explicado-por-efecto-calendario-y-aumento-en-mineria/
https://www.bbvaresearch.com/publicaciones/chile-imacec-de-28-aa-explicado-por-efecto-calendario-y-aumento-en-mineria/
https://www.bbvaresearch.com/en/publicaciones/mexico-remittances-up-by-13-6-in-february-2016-reaching-us2093-2-million/
https://www.bbvaresearch.com/publicaciones/mexico-los-planes-fiscales-para-2017-representan-otro-paso-en-la-direccion-correcta/
https://www.bbvaresearch.com/publicaciones/semanal-mexico-perspectivas-de-inversion-indican-que-persiste-expansion-de-la-actividad/
https://www.bbvaresearch.com/publicaciones/semanal-mexico-perspectivas-de-inversion-indican-que-persiste-expansion-de-la-actividad/
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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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