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LatAm Daily | In Brazil, a new BCB governor was
appointed by the new administration
Enestor Dos Santos / Lorena Lechuga / Hugo Perea / Cecilia Posadas / Jorge Selaive / Carlos Serrano / Juana Téllez
  
 Ilan Goldfajn was appointed to replace Alexandre Tombini as head of the monetary authority. We believe
that under the new governor the BCB will strengthen its commitment to low inflation. In Chile, the CB kept
MPR at 3.5%, as expected. The pace of adjustment will be data-dependent over inflation. We expect neutral
bias for rates in the coming months.

Brazil - Ilan Goldfajn was appointed as the new BCB governor
The new Minister of Finance, Henrique Meirelles, yesterday appointed Ilan Golfajn to be the new head of the
Central Bank of Brazil (BCB). The economist, who was Itau’s chief-economist in previous years and a
member of the BCB board between 2000 and 2003, will now have to be approved by the Senate before
assuming his duties as the new head of the monetary authority. In our view, the most likely scenario is that
the new BCB board (besides the replacement of Alexandre Tombini by Ilan Goldfajn, other changes in the
leadership of the institution could be announced in forthcoming weeks) will decide to keep the Selic rate
unchanged in the next few months, rather than start a new monetary easing cycle, as a way of strengthening
its commitment to low inflation. In addition to the announcement of the new BCB governor, Meirelles also
announced the names of other members of his economic team. Moreover, he has already revealed that
fighting the fiscal crisis will be one of his main goals. In particular, he has been stressing the importance of
reforming the social security system and cutting public expenditure. All in all, the announcements of the new
administration, which we regard as positive, are in line with our expectations. However, we think that the
political environment will remain turbulent, with uncertainty surrounding the approval by Congress of the
main economic measures proposed by the new government (for more on this issue, see our 2Q16 Brazil
Economic Outlook).   

Chile - Central bank kept policy rate at 3.5% as widely expected
The communiqué stressed that the pace of future adjustment will be data-dependent, mainly over inflation
figures; nonetheless, it maintained the tone for gradual monetary normalisation. Domestically, the Board
stressed that economic activity is expanding slowly -despite the positive surprise in 1Q16 GDP growth- while
annual inflation remains above 4% YoY. Once again, they also acknowledged lower dynamism in the labour
market, reflected in a slowdown of salaried job-creation. Finally, on the external front, the communiqué
reinforces concerns over external risks, in a context of stable but low growth perspectives added to the
recent decline in copper prices. Overall, with the information at hand, we expect that the Board is paving the
way to validate a neutral bias for policy rates in coming months (see our Chile Flash in Spanish for details).

Colombia - Consumer confidence in negative territory, again
In April, consumer confidence stood at -13.0 in a range between -100 and 100 (BBVAe: -12, Consensus:
-15), slightly above March’s print (-20.1), but still in negative territory. The latest survey showed an
improvement in questions regarding the assessment of both household and country conditions. However,
there is high uncertainty concerning the country performance (-32.5) that continues to limit the recovery of
the total confidence indicator. All in all, the result anticipates  slow moderation in private consumption, which
was partially already observed in March’s retail sales.
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What to watch today
Chile - National accounts (1Q16, 8:30hrs NYT)
We expect GDP growth to have reached +1.8% YoY in 1Q16 (+1.0% QoQ sa), nonetheless showing
weakness in domestic demand. Current account figures should produce a mild deficit of around USD 200mn
in the quarter.
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Calendar indicators

Source: Bloomberg and BBVA Research
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Most recent Latam reports
Date Description 
05.18.2016 Chile: MPR unchanged and bias: June's IPoM will open up room for neutrality

 (In Spanish)
05.16.2016 Peru: Mining and public investment continued to support economic growth in Mar

ch (In Spanish)
05.13.2016 Mexico Weekly: Dollar strenghened due to higher than expected economic data i

n the US (In Spanish)
05.13.2016 Peru: More benign inflation outlook leads the Central Bank to keep its rate on hol

d (In Spanish)
05.12.2016 Brazil: Brazil Economic Outlook. Second Quarter 2016
05.06.2016 Mexico: Mexico Weekly: Concerns about the global cycle influence the peso depr

eciation (In Spanish)
05.06.2016 Brazil: Inflation eased less than expected in April
05.06.2016 Chile: April's CPI increased by 0.3% MoM in line with concensus (In Spanish)
05.06.2016 Chile: Chile economic outlook. Second quarter 2016 (In Spanish)
05.06.2016 Colombia: Inflation recedes slightly in April on lower utilities rates
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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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