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LatAm Daily | IGAE index in Mexico anticipates moderate
growth in 1Q15
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Herrera / Hugo Perea Flores
  
Today will be watching Mexico’s CB decision on the MPR where we do not expect any changes; we believe
that the monetary stance relative to the US will be the catalyst for the first rate hike in  the reference rate in
Mexico. Today also we are awaiting the inflation report in Brazil where we expect the BCB to adjust its
inflation forecast for 2015 significantly upwards but downwards for 2016, reinforcing the expectation that the
tightening cycle in the Selic rate is near to an end.

Mexico – Global Economic Activity Indicator in January increased only
0.22% MoM, sa
The slow evolution of domestic demand was reflected in the monthly performance of the Global Economic
Activity Indicator (IGAE). In January the IGAE increased 0.22% MoM, sa. Agriculture and services increased
6.66% MoM, sa, and 0.44% MoM, sa, respectively. Meanwhile, manufacturing fell 0.43% MoM, sa. The
annual growth rate of this indicator in January was 2.58%, sa. However, this implies a weak start of
economic activity in the first month of the year, which anticipates a pattern of moderate growth for the first
quarter of 2015.

What to watch today
Brazil – Labour market report (February, 7:00hrs NYT)
We expect the unemployment rate to continue to trend up and reach 5.7% in February (vs. 5.3% in January)
in line with a moderation in job creation and a more significant increase in labour supply. Real wages should
continue to grow, although at a lower pace than some months ago.  
Mexico – Overnight rate (8:00hrs NYT)
We expect the monetary policy rate to be left unchanged at 3.0% because of the uncertainty about the
beginning of the Fed’s normalisation cycle. In its latest statement, Banxico has repeated that the impact on
inflation of the Fed’s monetary normalisation process will be an important factor when it makes its own
decision. Moreover, the most recent meeting minutes reflect some committee members’ opinions that
Mexico should even act before the Fed’s first interest rate hike. Based on the central bank’s statement, we
expect the benchmark to remain unchanged until September, for the following reasons: i) the depreciation of
the peso, affected by the uncertainty regarding the Fed’s  decisions, would have a low pass-through on
consumer prices in the next few months, with the implication that convergence towards the 3.0% target will
not be put at risk this year, and ii) at the moment there is no clarity about the date when the Fed will start its
cycle of monetary rate hikes, but recent data showing weaker economic activity in the US and the
downwards revision to the FOMC federal funds outlook indicate that this may take place towards the third
quarter of this year.
Brazil – Inflation Report (1Q15, 8h30hrs NYT)
We expect the BCB to significantly raise its inflation forecasts for 2015 . Regarding inflation in 2016, the
most relevant period in terms of monetary policy, we believe its forecats will be revised downwards, in line
with the BCB’s recent communication saying that the scenario of inflation converging to 4.5% YoY by then
has been strengthening. This likely reduction of forecasts for 2016 should reinforce the view that the Selic
tightening cycle is close to an end (we expect a final 25bp adjustment in April).
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Calendar indicators

Fuente: BBVA Research

Most recent Latam reports
Date Description
03.26.2015 Mexico: In January the IGAE shows a weak monthly performance (0.2% MoM,

sa)
03.26.2015 Mexico: Banking deposits: outstanding performance in January
03.26.2015 Mexico: Monetary rate unchanged at 3.0%. The relative monetary stance is the

key variable
03.24.2015 Chile: We expect March PCI to be  0.78% MoM (4.4% YoY) (In Spanish)
03.24.2015 Colombia: La equidad en el Plan (In Spanish)
03.24.2015 Mexico: Core inflation leads the downside surprise
03.20.2015 Colombia: BanRep kept its monetary policy rate on hold at 4.5%
03.19.2015 Chile: Central bank kept policy rate at 3.00% in March’s meeting
03.18.2015 Chile: GDP grew 1.9% in 2014, gaining momentum due to countercyclical fiscal

policy
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https://www.bbvaresearch.com/en/publicaciones/mexico-in-january-the-igae-shows-a-weak-monthly-performance-0-2-mom-sa/
https://www.bbvaresearch.com/en/publicaciones/mexico-in-january-the-igae-shows-a-weak-monthly-performance-0-2-mom-sa/
https://www.bbvaresearch.com/en/publicaciones/mexico-banking-deposits-outstanding-performance-in-january/
https://www.bbvaresearch.com/en/publicaciones/mexico-fondeo-unchanged-at-3-0-the-relative-monetary-stance-is-the-key-variable/
https://www.bbvaresearch.com/en/publicaciones/mexico-fondeo-unchanged-at-3-0-the-relative-monetary-stance-is-the-key-variable/
https://www.bbvaresearch.com/publicaciones/chile-proyectamos-ipc-de-marzo-en-078-mm-44-aa/
https://www.bbvaresearch.com/publicaciones/colombia-la-equidad-en-el-plan/
https://www.bbvaresearch.com/en/publicaciones/mexico-core-inflation-leads-the-downside-surprise/
https://www.bbvaresearch.com/en/publicaciones/banrep-kept-its-monetary-policy-rate-on-hold-at-4-5/
https://www.bbvaresearch.com/en/publicaciones/chile-central-bank-kept-policy-rate-at-3-00-in-marchs-meeting/
https://www.bbvaresearch.com/en/publicaciones/chile-gdp-grew-1-9-in-2014-gaining-momentum-due-to-countercyclical-fiscal-policy/
https://www.bbvaresearch.com/en/publicaciones/chile-gdp-grew-1-9-in-2014-gaining-momentum-due-to-countercyclical-fiscal-policy/
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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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