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LatAm Daily | In line with expectations, Brazilian annual
inflation is decreasing further
Enestor Dos Santos / Lorena Lechuga / Hugo Perea / Cecilia Posadas / Jorge Selaive / Carlos Serrano / Juana Téllez
  
IPCA-15 reached 9.34% YoY at the beginning of April, less than recorded in March 9.95% YoY. CA deficit
declined to 2.4% of GDP, mostly due to an improvement of the trade balance, meaning that the external
adjustment continued in March, and will likely continue moving forward.

Brazil - Annual inflation eased at the beginning of April
April’s IPCA-15, which measures inflation from mid-March till mid-April, reached 0.51% MoM, broadly in line
with expectations (BBVAe: 0.49% MoM, consensus: 0.48% MoM). The increase in prices during the period
was mostly due to a further augment in food and beverages (+1.35% MoM) and a sharp adjustment in
medicine prices. April’s IPCA-15 was somewhat higher than March’s IPCA-15 (0.43% MoM) and March’s full-
month IPCA (0.43% MoM). Despite this, mainly due to lower adjustments in administered prices but also due
to the weakening of domestic demand, annual inflation measured by the IPCA-15 reached 9.34% YoY at the
beginning of April, significantly less than recorded in March’s IPCA-15 9.95% YoY and slightly below the full-
month IPCA in March (9.39% YoY). After analysing yesterday’s figures, we see no reasons to adjust our
forecasts for the full month of April, which therefore remain at 9.18% YoY / 0.52% MoM.
  
Brazil - The current account deficit declined to 2.4% of GDP
The current account deficit reached USD0.9bn in March, the lowest value since 2009, when the Lehman
Brothers crisis hit the country. The figure is 55% lower than the February deficit and 85% lower than the
result recorded one year ago. Even though most of the adjustment is due to an improvement of the trade
balance (which reached USD4.3bn in March), the exchange rate depreciation and mainly the sharp
contraction of domestic demand are also playing a decisive role in the reduction of the deficit in both the
service and income accounts. With respect to external funding, while gross FDI remained relatively high
(USD5.6bn, +30% YoY), net portfolio outflows were recorded in March. Looking at cumulative figures over
the last 12 months, we see that the current account deficit declined to 2.4% of GDP, from 2.7% of GDP in
February and 4.5% of GDP in March 2015, and that gross FDI increased to 4.6% of GDP from 4.5% of GDP
in the previous reading and 3.9% of GDP one year ago. All in all, yesterday’s balance of payments report
confirms that the external adjustment continued in March, and will likely continue moving forward.

  

What to watch today

Colombia - Imports and trade balance (February, 15:00hrs NYT)
We expect imports to have fallen 26.5% YoY, settling at USD CIF 3,373 mn. The adjustment in external
purchases points to a gradual process of substitution of imports: the slowdown in internal demand is less
intense than the fall in imports (growing at similar rates respect to the end of 2015), and industrial production
is accelerating strongly. Meanwhile, the trade balance will show a deficit of USD FOB 918 mn., as the fall in
oil prices was sharper than the imports adjustment.
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Calendar indicators

Source: Bloomberg and BBVA Research
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Most recent Latam reports
Date Description 
04.15.2016 Mexico Weekly: Government measures alleviate the liquidity problems of PEMEX

 (In Spanish)
04.15.2016 Peru: GDP growth accelerated in February (In Spanish)
04.15.2016 Peru: Central Bank: MPR unchanged (In Spanish)
04.13.2016 Mexico: Federal Government support allows Pemex to improve its financial situat

ion in 2016 (In Spanish)
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)
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https://www.bbvaresearch.com/publicaciones/semanal-mexico-medidas-gubernamentales-alivian-los-problemas-de-liquidez-de-pemex/
https://www.bbvaresearch.com/publicaciones/peru-expansion-del-pib-se-acelero-en-febrero/
https://www.bbvaresearch.com/publicaciones/peru-banco-central-sin-cambios-en-la-posicion-de-la-politica-monetaria/
https://www.bbvaresearch.com/publicaciones/mexico-apoyo-del-gob-federal-le-permite-a-pemex-mejorar-su-situacion-financiera-en-2016/
https://www.bbvaresearch.com/publicaciones/mexico-apoyo-del-gob-federal-le-permite-a-pemex-mejorar-su-situacion-financiera-en-2016/
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/
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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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