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Latam Daily | Downside surprise in inflation in Mexico
leads us to lower our forecast

Cecilia Posadas / Enestor Dos Santos / Jorge Selaive Carrasco / Juana Téllez Corredor / Carlos Serrano Herrera / Hugo
Perea Flores / Alejandro Faci

Headline inflation declined to 2.9% in May, an all-time low, and we believe it should remain below 3% for the
rest of this year. Meanwhile, core inflation was 0.12% MoM, below our estimate (0.14%) mainly driven by a
decrease in the core other goods. We lower our year-end headline inflation forecast to 2.65% from 2.75%.

Mexico - Annual headline inflation is at an all-time low; we lower our
year-end forecast to 2.65%

Headline inflation was -0.50% MoM in May, driven by lower than expected inflation in the second half of the
month (0.04% FoF). In annual terms, inflation declined to 2.88% from 3.06% in April. The downside surprise
to our forecast mainly came from a larger than expected decrease in the fruit and vegetables and meat and
eggs components. Core inflation was 0.12% MoM, in line with consensus expectations (BBVAe: 0.14%,
consensus: 0.12%). In annual terms, core inflation edged up to 2.33% from 2.31% in the previous month.
Compared to our forecast, all core components increased in line with our expectations with the exception of
the core other goods component which surprised to the downside. After today’s print we expect headline
inflation to remain below 3.0% the rest of the year and we lower our year-end forecast to 2.65% from 2.75%.
The subdued inflationary pressures are likely to result in lower core inflation than we previously expected.
We now expect core inflation to close the year at 2.5% (vs. 2.6% previously). These forecasts leave room to
absorb a possible pass-through and supply-shocks related pressures in the coming months (such as the
possible reversal of perishable food prices) (See Mexico Flash).

What to watch today
Brazil - Inflation (May, 8:00hrs NYT)

We expect the IPCA to come in at 0.48% MoM in May, the lowest print in the year to date due to more
favourable seasonality (a factor which should play a more benign role from June to August) and also by
lower pressures from administered prices. In annual terms, we believe inflation should increase slightly to
8.19% in May.
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Calendar indicators

Diate Period Consensus BB\VAe Actual Prior

Brazil
“ehide Production Anfwea E-June May - 210,085 217,085
FGY Inflation IGP D1 MoM 15-June May 0.34% 0.40 0.52%
IBGE Iniation IPCA Mol 10-June May 0.57% - 0.71%
COPOM M onetary Policy Meeting Minutes  11-June - —
Chile
CP1 oY E-June May 4 0% 4.0% 4% 4.1%
CPI Kol E-June May 0.2% 0.2% 0.20% 0.5%
Copper Exports E-June May - $2853,25 32881.5
Trade Balance E-June May 31250.0 35881 .66 31150.5

(5-June to - 5
Vehide Sales Total 10-June Hay - - 230ss
Central Bank's E conomist Survey 10-June - -
Central Bank's Traders Suney 10-June - -
Overnight Rate Tamget 11-June 1-lune 3.00% - 3.00%
Colombia
Civil Works Payments (vo) 11-June 10 - -2.2% - 4 90%
GOP YoY 12-June 10 2. 7% 2.1% - 3.5%
GOP Qo 12-June 10 0.3% 41.1% - 0.7%
Mexico
“ehide Production AMIA lE-June M ay - 268,382 283,392
Bi-WVeekly CPI 5-June 14 ay .08% 0.2% 0. 04% 0.53%
Bi-Veekly Core CPI 5-June 14 ay [1.09% 0.13% 0.08% 0.03%
Bi-WVeekly CPI YooY 5-June 14 ay 2.85% 2.58% 2.82% 2.93%
ANTAD Same-Store Sales Yoy S-June W ay - 4. 7% 7.4% 4.5%
CPI Kol 5-June May -0.47% -0.42% 41.5% 0.26%
CPI Core MoM 15-June May 0.12% 0.14% 0.12% 0.168%
CP1 oY 5-June May 2.591% 2.56% 2.08% 3.068%
Nominal Wages 10-June May - - 4.1%
Industrial P roduction Mol 11-June Apr - - 0.0%
Industrial P roduction oY 11-June Apr 1.2% 1.5% - 1.7%
Formal Job Creation Total 12-June May - 35.7TK - 831K
Feru
Trade Balance E-June Apr - 37480 “So73M
Reference Rate 12-June 1-jun 3.25% - 3.25%

Source: BBVA Research and Bloomberg
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Most recent Latam reports

Date
06.08.2015

06.08.2015
06.05.2015
06.05.2015
06.04.2015
06.03.2015
06.03.2015
06.03.2015
06.03.2015

06.03.2015

Description

Chile: Confidence would have dragged down Chilean GDP by between
0.3%-0.6%

Chile: Inflation rises to 0.2% in May. in line with expectations

Chile: Imacec falling short of expectations and wages slowing down
Mexico: Industrial production to improve at the beginning of 2Q15
Mexico: Central Bank keeps its monetary policy unchanged at 3%
Brazil Outlook 2015

Latam Outlook 2Q15

Mexico: Yearbook of migration and remittances 2015

Chile: A dovish message consolidates in June’s monetary policy report (in

Spanish)

Chile: Inflation in Chile and the rest of the world, what makes us different? (in

Spanish)
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https://www.bbvaresearch.com/publicaciones/chile-componente-autonomo-de-la-confianza-habria-costado-entre-03-y-06-del-pib-2014/
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https://www.bbvaresearch.com/publicaciones/mexico-esperamos-que-al-inicio-del-2t15-la-produccion-industrial-haya-mostrado-mejoria/
https://www.bbvaresearch.com/publicaciones/banxico-mantiene-tasa-monetaria-sin-cambio-en-3-0-y-balances-de-riesgos-sin-movimiento/
https://www.bbvaresearch.com/public-compuesta/situacion-brasil-segundo-trimestre-2015/
https://www.bbvaresearch.com/public-compuesta/situacion-latinoamerica-segundo-trimestre-2015/
https://www.bbvaresearch.com/publicaciones/anuario-de-migracion-y-remesas-mexico-2015/
https://www.bbvaresearch.com/publicaciones/chile-reacciones-ipom-vuela-el-halcon-comienza-a-aterrizar-la-paloma/
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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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