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 The government set a -2.2% of GDP target for the primary result in 2017, which is higher than the goal for
2016 (-2.7% of GDP), and will require a freezing of expenditure in real terms and some further actions on the
revenue side (privatizations, tax hikes, etc.). That is still a very high deficit, which shows that the fiscal
adjustment in Brazil will be very slow.

Brazil - A smaller primary deficit for Brazil in 2017
The government announced that it will pursue a primary deficit of BRL143bn (2.2% of GDP) next year. Even
though there is still uncertainty about whether Congress will approve the government’s project that proposes
to freeze public expenditure in real terms at 2016 levels for 20 years, the 2017 budget will incorporate that
restriction. To deliver the announced target next year, however, the government will have to take further
measures, probably on the revenue side (privatizations and concessions to the private sector as well as tax
hikes). The goal for the 2017 deficit is lower than the goal for 2016 (a BRL170bn deficit or -2.7% of GDP),
but it is above the very high deficit recorded in 2015 (BRL111bn or -1.9% of GDP) not to mention in sharp
contrast with the primary surpluses observed in the past (from 2001 to 2013 the primary surplus averaged
3.0% of GDP). The new primary target for 2017 is in line with our view that in the best-case scenario, in
which the abovementioned project to limit expenditure is approved and other important fiscal measures are
taken, primary deficits will diminish very gradually until 2019/2020 when a primary surplus could then be
generated. Even in that scenario, public debt would increase constantly and reach around 88% of GDP in
2020 before stabilizing.

What to watch today
Brazil - Inflation (June, 8:00hrs NYT)
We expect monthly inflation to moderate to 0.35% MoM from 0.78% MoM due to lower pressure from
regulated and food prices (the latter to some extent due to more favorable seasonality). In annual terms,
inflation should then mode downwards to 8.84% YoY from 9.32% in May and 10.71% YoY at the beginning
of the year.
Chile - Consumer price index (June, 08:00hrs NYT)
We expect an increase of 0.4% MoM in June (+4.1% YoY), driven by foodstuffs and transportation, which
should be partially offset by declines in apparel. Meanwhile, core measures that exclude foods and energy
will rise around 0.15% MoM (+4.1% YoY).
Colombia - Monetary policy minutes (June, 14:00hrs NYT)
BanRep will publish the minutes for its last monetary policy meeting. In June the central bank decided to
increase the monetary policy rate 25bp taking the repo rate to 7.5%. During the press conference it was
announced that the decision was taken by majority.   
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Calendar indicators

Fuente: BBVA Research
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Most recent Latam reports
Date Description 
07.06.2016 Colombia: Inflation surprises on the upside in June (In Spanish)
07.05.2016 Chile: Economic activity slows down in May loosing what was gained earlier this 

year (In Spanish)
07.01.2016 Peru: Inflation remains downtrend (In Spanish)
07.01.2016 Mexico: Private sector credit, better growth in its three segments (In Spanish)
07.01.2016 Mexico: Remittances reach 2,477.8md (+13.1%), the best record for May since

2006 (In Spanish)
07.01.2016 Chile: Imacec with a ceiling of 2% YoY in May - Labor market depreciation surge

s (In Spanish)
06.30.2016 Mexico: 50bps hike in the MPR amid fears that inflation expectations increase

 (In Spanish)
06.29.2016 Mexico: Monetary policy rate unchanged at 3.75% (In Spanish)
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)
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https://www.bbvaresearch.com/publicaciones/colombia-inflacion-en-junio-sorprende-al-alza/
https://www.bbvaresearch.com/publicaciones/chile-freno-adicional-de-la-actividad-en-mayo-se-pierde-todo-lo-ganado-a-inicios-de-ano/
https://www.bbvaresearch.com/publicaciones/chile-freno-adicional-de-la-actividad-en-mayo-se-pierde-todo-lo-ganado-a-inicios-de-ano/
https://www.bbvaresearch.com/publicaciones/peru-inflacion-mantiene-tendencia-a-la-baja/
https://translate.google.es/?hl=es#es/en/Cr%C3%A9dito%20al%20sector%20privado%3A%20repunta%20crecimiento%20en%20sus%20tres%20segmentos
https://www.bbvaresearch.com/publicaciones/mexico-remesas-llegan-a-2477-8md-13-1-el-mejor-registro-para-mayo-desde-2006/
https://www.bbvaresearch.com/publicaciones/mexico-remesas-llegan-a-2477-8md-13-1-el-mejor-registro-para-mayo-desde-2006/
https://www.bbvaresearch.com/publicaciones/chile-imacec-de-mayo-con-techo-en-2-aa-deterioro-del-mercado-laboral-se-acentua/
https://www.bbvaresearch.com/publicaciones/chile-imacec-de-mayo-con-techo-en-2-aa-deterioro-del-mercado-laboral-se-acentua/
https://www.bbvaresearch.com/publicaciones/mexico-alza-de-50pb-en-la-tpm-ante-temores-de-que-las-expectativas-de-inflacion-aumenten/
https://www.bbvaresearch.com/publicaciones/mexico-tasa-de-referencia-sin-cambios-en-3-75/
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/
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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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