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LatAm Daily | In Colombia, inflation rose in May and GDP
increased in 1Q16 at lower levels
Enestor Dos Santos / Lorena Lechuga / Hugo Perea / Cecilia Posadas / Jorge Selaive / Carlos Serrano / Juana Téllez
  

 As we expected, CPI rose by 0.51% MoM in May (8.2% YoY), the highest level in 15 years as a
consequence of the rise in electricity tariffs, while food inflation was low. We expect inflation to decrease in
the coming months. GDP in 1Q16 decelerated (2.5% YoY) gradually with respect to last year’s GDP.
Moreover, exports did not show any recovery; they fell by 24.8% in April.

Colombia - Slowdown of the Colombian economy remains very gradual
In the first quarter of 2016, Colombian GDP grew 2.5% YoY. The economy decelerated with respects to the
growth observed at the end of 2015 (3.3% YoY in 4Q15) and the previous year (3.1% YoY). However, the
slowdown in activity has been very gradual, with a change in the growth composition. In fact, the leading
sectors moved from services, which slowed markedly since 2015, to manufacturing and medium-price
housing construction. In particular, industry, although still not showing sharp gains in exports, is successfully
replacing some niche markets that were previously provided by external products in a genuine process of
import substitution. As the year unfolds, we expect a further slowdown in the commercial and mining sectors:
the former as a result of lower growth in retail sales, and the latter as a result of lower oil and coal
production. Also, we anticipate a manufacturing consolidation (with and without the Cartagena Refinery) and
good dynamism in construction due to the momentum of medium-price housing and the start of the 4G
infrastructure program in the second half of this year (See BBVA Research flash).

Colombia - Exports do not show a sustained recovery
In April, exports fell 24.8% (BBVAe: -25.6%), settling at USD 2,419 mn. (BBVAe: 2,393). Agricultural and
manufacturing exports (-0.9%) failed to offset the sharp decrease in oil shipments (-42.1%). We expect a
recovery of non-mining exports for the end of 2016, so the adjustment of the current account balance is
explained predominantly by the anticipated drop in imports and sending profits abroad (both figures in
dollars) this year.

Colombia - Inflation reaches its highest level in 15 years but is set to
decrease
The consumer price index rose 0.51% MoM in May (8.2% YoY, the highest rate in 15 years), in line with
market expectations (BBVAe: 0.50%, Bloomberg: 0.46%). However, food inflation (0.46%) was below our
forecast (0.70%) and was offset by the surprise brought about by the rise in electricity tariffs. This suggests
that the pressures of El Niño on food inflation are running out. We believe that inflation is already close to its
maximum and in the coming months, in addition to the correction in food prices, we will see a slowdown in
the inflation of regulated and tradable components. This, in conjunction with a base effect (2H15 witnessed
an acceleration of inflation from 4.4% in June to 6.8% in December), will help inflation decline in the second
half of the year.
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https://www.bbvaresearch.com/publicaciones/colombia-desaceleracion-de-la-economia-colombiana-sigue-siendo-muy-gradual/?utm_source=instant&utm_medium=enlace%20publicaci%C3%B3n&utm_campaign=20160603&utm_content=Colombia%20%7C%20Desaceleraci%C3%B3n%20de%20la%20econom%C3%ADa%20colombiana%20sigue%20siendo%20muy%20gradual
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What to watch today
Chile - Monthly economic activity index (April, 08:30hrs NYT)
We expect the Imacec to have increased by around 1.5% YoY in April. The figure is likely to be driven by
positive contributions from commerce and services.
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Calendar indicators

Sorurce: Bloomberg and BBVA Research
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Most recent Latam reports
Date Description 
06.03.2016 Chile: The unemployment rate increased slightly to 6.4% in April (In Spanish)
06.03.2016 Mexico Weekly: Fed hike less likely due to weak U.S jobs data (In Spanish)
06.03.2016 Colombia: Slowdown of the Colombian economy remains very gradual 
06.02.2016 Mexico: Banking and financial system monthly report. June 2016 (In Spanish)
06.02.2016 Mexico: Credit to private sector: moderated dynamism due to slower corporate cr

edit pace (In Spanish)
06.01.2016 Chile: Tax revenues fell despite higher tax rates and spending accelerates

 (In Spanish)
06.01.2016 Peru: Inflation keeps falling... (In Spanish)
06.01.2016 Mexico: Remittances grow 8.3% in April with a 2,173.4 md (In Spanish)
06.01.2016 Chile: Minutes of May's monetary policy meeting: keep rates on hold was the onl

y option (In Spanish)
06.01.2016 Brazil: A milder GDP contraction in 1Q16
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https://www.bbvaresearch.com/publicaciones/chile-tasa-de-desempleo-aumenta-hasta-64-menos-de-lo-esperado-por-el-consenso/
https://www.bbvaresearch.com/publicaciones/semanal-mexico-alza-de-la-fed-menos-probable-ante-el-debil-dato-de-empleo-en-ee-uu/
https://www.bbvaresearch.com/en/publicaciones/colombia-slowdown-of-the-colombian-economy-remains-very-gradual/
https://www.bbvaresearch.com/publicaciones/mexico-reporte-mensual-de-banca-y-sistema-financiero-junio-2016/
https://www.bbvaresearch.com/publicaciones/mexico-credito-al-sector-privado-modera-dinamismo-por-menor-ritmo-en-credito-a-empresas/
https://www.bbvaresearch.com/publicaciones/mexico-credito-al-sector-privado-modera-dinamismo-por-menor-ritmo-en-credito-a-empresas/
http://https://www.bbvaresearch.com/publicaciones/chile-ingresos-tributarios-retroceden-pese-a-mayor-tasa-de-impuestos-y-gasto-se-acelera/
https://www.bbvaresearch.com/publicaciones/peru-la-inflacion-sigue-bajando/
https://www.bbvaresearch.com/publicaciones/mexico-remesas-crecen-8-3-en-abril-con-un-flujo-de-2173-4-md/
https://www.bbvaresearch.com/publicaciones/chile-minuta-de-la-rpm-mantener-fue-la-unica-opcion-y-anticipa-cambio-de-sesgo-en-junio/
https://www.bbvaresearch.com/publicaciones/chile-minuta-de-la-rpm-mantener-fue-la-unica-opcion-y-anticipa-cambio-de-sesgo-en-junio/
https://www.bbvaresearch.com/en/publicaciones/brazil-a-milder-gdp-contraction-in-1q16/
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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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