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LatAm Daily | Today we expect the Colombian CB to
increase its MPR by 50bps, up to 7.5%

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

In today’s May MP meeting we anticipate the CB’s Board to increase its MPR by 50bps, as well as
maintain this expected level of the repo rate for the rest of the year. Yesterday, business confidence figures
for Colombia came in positively, showing the recovery process in the manufacturing sector and the
possibility of a more gradual slowdown in household spending.

Colombia - Positive signs in business confidence

In April, industrial confidence stood at 5.9 (in a range between -100 and 100), slightly above March 2016 and
April 2015’s figures (4.1 and -0.1, respectively). The recovery in orders and an additional reduction of stocks
boosted the performance of manufacturing expectations for the month. Moreover, industrialists assessed
positively the advance in exports orders, after five consecutive quarters in negative territory. In addition, the
commercial confidence index surprised on the upside, settling at 26.0 (vs BBVAe: 15), despite the gradual
deceleration in private consumption. All in all, industrial confidence confirms the recovery process in the
manufacturing sector, and the strength of commercial confidence indicates that the slowdown in household
spending could be more gradual than our outlook.

Colombia - Moody’s confirms Colombia's rating

Moody’s confirmed Colombia's government Baa2 issuer and senior unsecured bond ratings with a stable
outlook. According to the report, Colombia's policy framework and the expected structural tax reform - to
ensure compliance with fiscal rules and preserve the sovereign's credit quality - are the main factors behind
this decision. In addition, the Minister of Finance, Mauricio Cardenas, mentioned in a press release that this
announcement is positive for the country and he highlighted that Moody’s recommended that the tax reform
be submitted in 2H16 and that it continue working on the peace process.

What to watch today

Colombia - Central Bank policy meeting (No set time)

BanRep’s Board will hold its May monetary policy meeting. We anticipate the CB’s Board to increase its
monetary policy rate 50bp taking the repo rate up to 7.5% (consensus: 7.25%). In our view, some elements
have gained momentum in the monetary policy discussion, in line with our call. Among these, it is important
to highlight the discussion regarding national spending over national income levels, and the objective of
achieving the inflation target in 2017. Finally, our central scenario contemplates that the monetary policy
rate tightening cycle is close to an end, and that this expected level of the repo rate will be maintained for the
rest of the year.
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Calendar indicators

Date Period Consensus BBVAe Actual Prior
Brazil
FGV CPIIPC-5 23-may may-22 0.7 0.68 0.67%
Trade Balance Weekly 23-may may-22 1010 $1747m
FGV Consumer Confidence 24-may May 67.9 64.4
Current Account Balance 24-may Apr 900 412 -$855m
FIPE CPI - Weekly 25-may may-23 0.48 0.5 0.41%
Chile
Central Bank's Traders Survey 25-may May
Colombia
Retail Confidence 26-may Apr 15.00 26 255
Industrial Confidence 26-may Apr 6.20 59 41
Overnight Lending Rate 2T-may may-27 7.25 7.5 7.00%
lMexico
Retail Sales MaM 23-may Mar 0.1 3 0.20%
Retail Sales YoY 23-may Mar 4.8 6.4 9.60%
Bi-Weekly CPI 24-may may-15 -0.31 -0.15 -0.48 -0.09%
Bi-Weekly Core CPI 24-may may-15 0.11 0.07 0.05 0.16%
Bi-Weekly CPI YoY 24-may may-15 2 68 287 253 2.48%
Trade Balance 26-may Apr 570 -366 -2079.56 1585 0m
Current Account Balance 25-may 1Q -8300 -6991.42 -57698m
Mexican Central Bank Releases Inflation Report 25-may
Unemployment Rate SA 2T-may Apr 415 4.19%
Unemployment Rate NSA 27-may Apr 4.1 3.74%

Source: Bloomberg and BBVA Research
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Most recent Latam reports

Date

05.25.2016
05.25.2016
05.23.2016
05.20.2016

05.20.2016

05.19.2016
05.19.2016

05.18.2016

05.18.2016
05.16.2016

Description

Mexico: Less possibilities of a rate hike in an unscheduled meeting (In Spanish)
Peru: The dynamism of exports continues to increase (In Spanish)

Chile Economic Qutlook. Second Quarter 2016

Mexico: Bank deposits: improved performance driven by its two components

(In Spanish)

Mexico Weekly: Increased likelihood of a Fed hike in June influences the peso de
preciation (In Spanish)

Argentina: Argentina Economic Outlook. Second Quarter 2016 (In Spanish)
Mexico: Possible MPR hike & FX intervention only if MXN underperforms EM cur
rencies again (In Spanish)

Chile: GDP grows by 5.3% QoQ in 1Q16 annualized by factors that can be non-
permament (In Spanish)

Chile: Central Bank kept policy rate at 3.5% as widely expected (In Spanish)
Peru: Mining and public investment continued to support economic growth in Mar
ch (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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