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LatAm Daily | The new BCB board adopts a hawkish
tone
Enestor Dos Santos / Lorena Lechuga / Hugo Perea / Cecilia Posadas / Jorge Selaive / Carlos Serrano / Juana Téllez
  

 The first report released by the BCB since Ilan Goldfajn replaced Alexandre Tombini as governor of the
institution suggested that the monetary institution has no intention of cutting the Selic rate before
convergence of inflation to 4.5% in 2017 is assured. This is in line with our view that the Selic rate will
remain unchanged during 2H16.

Brazil - BCB emphasises the need to address fiscal problems and
suggests that the Selic rate will not be cut soon
In the 3Q16 Inflation Report, the first report by the monetary authority under the new administration of Ilan
Goldfajn, the BCB highlighted the importance of providing a solution to the fiscal problems that are currently
helping drive up the country’s gross debt. Inflation forecasts for 2016 and 2017 now stand at 6.9% YoY and
4.7% YoY, respectively, in the baseline scenario (which assumes that the Selic and exchange rate remain
unchanged at 14.25% and 3.45, respectively), and 7.0% YoY and 5.5% YoY in the alternative scenario
(which builds on market scenarios for the Selic and exchange rate). These figures show that fulfilling the
precise goals defined in yesterday’s report by the BCB (i.e. make inflation to converge within the 2.5%-6.5%
range in 2016 and to 4.5% in 2017) is still not assured. That, and the explicit assertion that “the central
scenario does not allow [the BCB] to work with the hypothesis of an easing of monetary conditions”,
suggests that the Selic rate will remain unchanged at 14.25% for some further time. Therefore, the 3Q16
Inflation Report reinforces our view that monetary easing will not start in the next few meetings. We continue
to expect monetary easing to commence at the beginning of 2017, although positive fiscal surprises (such as
the approval by Congress of the project to impose a limit on fiscal expenditure growth) could create some
room for a Selic cut at the end of 2016.   

What to watch today
Brazil - Fiscal report (May, 9:30hrs NYT)
We expect the BCB’s fiscal report to show that fiscal deterioration continued in May as the contraction in
domestic demand hits fiscal revenues and because measures to cut public expenditure -which require
structural reforms- are still insufficient.
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Calendar indicators

Sorurce: Bloomberg and BBVA Research

2/4 www.bbvaresearch.com



  
 

Flash
29 Jun 2016

 

Most recent Latam reports
Date Description 
06.27.2016 Mexico: Bank deposits: mixed performance in its components (In Spanish)
06.24.2016 Mexico: Brexit leads the dollar above 19ppd (In Spanish)
06.24.2016 Mexico: New cuts to public spending to support fundamentals before volatility fro

m Brexit (In Spanish)
06.23.2016 Mexico: ENIF 2015: Advances in the scope of information but with comparability 

problems (In Spanish)
06.22.2016 Colombia: BanRep increased its monetary policy rate 25bps up to 7.5% 
06.17.2016 Chile: Central bank kept policy rate at 3.5% and modifies the restrictive tone

  (In Spanish)
06.16.2016 Brazil: Still no room for a monetary easing
06.15.2016 Peru: April's growth the lowest result so far this year and surprised to the downsi

de (In Spanish)
06.14.2016 Inflation persistence in Latin America
06.10.2016 Mexico Weekly: New episode of peso adjustment resulting from proximity of the 

Fed meeting (In Spanish)
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https://www.bbvaresearch.com/publicaciones/mexico-captacion-bancaria-comportamiento-mixto-en-sus-componentes/
https://www.bbvaresearch.com/publicaciones/semanal-mexico-brexit-lleva-al-dolar-por-encima-de-19ppd/
https://www.bbvaresearch.com/publicaciones/mexico-nuevo-recorte-al-gasto-para-apuntalar-fundamentales-ante-volatilidad-por-brexit/
https://www.bbvaresearch.com/publicaciones/mexico-nuevo-recorte-al-gasto-para-apuntalar-fundamentales-ante-volatilidad-por-brexit/
https://www.bbvaresearch.com/publicaciones/mexico-enif-2015-avances-en-alcance-de-informacion-pero-con-problemas-de-comparabilidad/
https://www.bbvaresearch.com/publicaciones/mexico-enif-2015-avances-en-alcance-de-informacion-pero-con-problemas-de-comparabilidad/
https://www.bbvaresearch.com/en/publicaciones/colombia-banrep-increased-its-monetary-policy-rate-25bp-up-to-7-5/
https://www.bbvaresearch.com/publicaciones/chile-banco-central-mantiene-tpm-en-35-y-modifica-el-sesgo-a-solo-10-dias-del-ipom/
https://www.bbvaresearch.com/en/publicaciones/brazil-still-no-room-for-a-monetary-easing/
https://www.bbvaresearch.com/publicaciones/peru-crecimiento-en-abril-fue-el-mas-bajo-en-lo-que-va-del-ano-y-sorprendio-al-consenso/
https://www.bbvaresearch.com/publicaciones/peru-crecimiento-en-abril-fue-el-mas-bajo-en-lo-que-va-del-ano-y-sorprendio-al-consenso/
https://www.bbvaresearch.com/en/publicaciones/inflation-persistence-in-latin-america/
https://www.bbvaresearch.com/publicaciones/semanal-mexico-nuevo-episodio-de-ajuste-del-peso-derivado-de-proximidad-de-reunion-fed/
https://www.bbvaresearch.com/publicaciones/semanal-mexico-nuevo-episodio-de-ajuste-del-peso-derivado-de-proximidad-de-reunion-fed/
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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.

Powered by TCPDF (www.tcpdf.org)

4/4 www.bbvaresearch.com

http://www.tcpdf.org

