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In Colombia, the contraction in imports anticipates a moderation of domestic demand. Today we will be
looking at activity and inflation data from Mexico; the former should confirm the sluggishness of the economy
at the beginning of the year and the latter a limited exchange-rate pass-through at the beginning of April.

Brazil – The current account deficit reached 4.5% of GDP in March
The current account deficit increased slightly for the third month in a row and reached 4.5% of GDP in March
(vs. 4.4% in December). This small increase is due to the reduction of the GDP measured in dollars in the
period (the consequence of a deceleration in GDP growth and currency depreciation) rather than to an
increase in the current account deficit measured in dollars. In fact, the current account deficit eased in
nominal terms to USD101bn from USd104bn from the end of 2014 until March mostly because of an
improvement in the income account. We expect the nominal current account deficit to continue to decline
over the year. However, the expected reduction in GDP measured in dollars should limit the reduction of the
deficit in terms of GDP, which should not be less than 4.0%. It’s worth noting that this month the BCB
reviewed its methodology for calculating Brazil’s external accounts (it is now in line with the IMF’s BPM6
standards). Under the previous methodology, the current account deficit in 2014 was equal to 4.2% of GDP,
somewhat less than the revised figure.

Colombia – Imports are contracting as domestic demand shrinks
Imports fell 8.3% YoY, explained by lower imports of fuel oil and industrial machinery. The value of imports
was USD4,587mn, below than January figure (USD4,885mn). The result anticipates the gradual adjustment
of the current account deficit and a moderation of domestic demand.

What to watch today
Mexico – Global Economic Activity Indicator (February, 09:00hrs NYT)
We forecast that February’s Global Economic Activity Indicator (IGAE) will post YoY growth of 2.3%,
seasonally adjusted (sa). This would confirm the sluggishness of the economy resulting from the weak
increase in industry over the same month (0.2% MoM, sa), although we are expecting a better performance
in services. Note that in January, the IGAE printed YoY expansion of 2.6%, sa, which in monthly terms
translated into growth of just 0.2%. This performance would confirm our expectations of a moderate GDP
growth rate for the first quarter of 2015. On 23 April, the INEGI will post the IGAE figure for February.

Mexico – Inflation (First fortnight in April, 09:00hrs NYT)
We believe that YoY inflation will remain relatively stable in the first half of April compared to the second half
of March (an estimated 3.26%, against 3.30% the previous fortnight). For the first half of April, we forecast a
fall of 0.22% in headline inflation and an increase in core inflation over the previous fortnight of 0.10%. If our
forecasts are correct, in annual terms core inflation will cone in at 3.26% (compared to 3.30% in the second
half of March), while core will shrink to 2.30% (compared to 2.47% in the previous fortnight). With regard to
core inflation, although the prices of tourism services may see further rises linked to the Easter holidays, we
believe that most of this season’s increase was already visible in the second half of March. In addition, we
continue to expect that the exchange rate pass-through to inflation will be limited, to a large extent because
of weak internal demand. As for non-core inflation, the hot weather electricity subsidies are about to start,
which will be reflected in the sub-index of energy prices, and would account for a negative figure in the first
half of the month.
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Calendar indicators

Source: Bloomberg and BBVA Research
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Most recent Latam reports
Date
04.16.2015
04.13.2015
04.10.2015
04.08.2015
04.08.2015
04.06.2015
04.06.2015
30.03.2015
30.03.2015

Description
Chile: Central bank kept policy rate at 3%, as widely expected
Mexico: Industrial production pushes down our growth expectations
Peru: New monetary pause and the window of opportunity for rate cut is
reduced (In Spanish)
Brazil: Inflation jumps above 8%; pressure from administered prices to ease
ahead
Chile: March’s CPI increased 0.6% MoM, below market expectations
Chile: Imacec expanded 2.0% YoY in February, slightly above expectations
Colombia: Inflation in March reaches maximum in 6 years driven by food
costs (In Spanish)
Mexico: IGAE and exports point to moderate economic performance in the first
quarter
Chile: Activity by sector anticipates an Imacec at around 2% YoY in February
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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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