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The IPCA-15 rose 0.99% MoM in May due to an increase in food and administered prices. Meanwhile,
economic activity declined in April more than expected and we now forecast a drop in GDP of around 1% in
2Q15. In Mexico, the breakdown of 1Q15 GDP by components showed that exports of goods and services
contributed the most to the growth in GDP, followed by private and public consumption.

Brazil - Another upward surprise in inflation
June’s IPCA-15, which measures inflation from mid-May to mid-June, came in at 0.99% MoM, significantly
higher than expected (BBVA: 0.60% MoM; consensus: 0.69% MoM). The main pressures came from food
prices (1.21% MoM; contributing with 0.30pp to the inflation index). Moreover, administered prices continued
to increase sharply (1.42% MoM), more than previously expected. In annual terms, inflation reached 8.80%
YoY. Taking into account IPCA-15 figures, we revise our full-month inflation forecast for June to 8.85% YoY
(0.75% MoM) and for the end of the year to 8.3% YoY (from 8.0% YoY). One the consequences of the
inflation figures released on Friday is that it increases the likelihood of another Selic adjustment at the BCB’s
next meeting in July.

Brazil - Another negative surprise in economic activity
The IBC-Br, the economic activity indicator calculated by the BCB, contracted 0.8% MoM in April, more than
expected (BBVA: -0.1% MoM; consensus: -0.4% MoM). This contraction follows a decline of 1.5% MoM in
March and reinforces the view that Brazil is going through a recession at this moment. A labour market
report released by the statistics agency on Friday also revealed a sharp deterioration at the beginning of
2Q15. Altogether, evidence available to date suggests that GDP is likely to contract around 1.0% QoQ in
2Q15 after having dropped “only” 0.2% QoQ in 1Q15.

Mexico - 1Q15 GDP by components
The quarterly breakdown of GDP´s components indicates that exports of goods and services was the
component that showed the highest quarterly rate of growth (1.8%), followed by private consumption (1.2%);
public sector consumption (1.1%); total fixed investment(1%); and imports (0.4%).

What to watch today

Brazil - External accounts (May, 9:30hrs NYT)
Both the sharp downturn in economic activity and exchange rate depreciation are likely to result in an
improvement in the trade, service and income accounts, and, therefore, in the current account, whose deficit
is expected to decline from 4.4% of GDP at the end of 2014 to 4.2% at the end of 2015.
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Calendar indicators

Source: Bloomberg and BBVA Research
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Most recent Latam reports
Date Description
06.19.2015 Mexico: IGAE should improve in April due to service sector
06.19.2015 Chile: Our monetary policy forecast is neutral 
06.16.2015 Chile: Labour market reform, still work to do
06.15.2015 Peru: GDP accelerates in April reaching 4.3% YoY
06.12.2015 Mexico: Inflation touches historical low and industrial activity begins slow in the 2

Q15
06.12.2015 Colombia: GDP growth surprises on the upside
06.11.2015 Peru: We expect the Central Bank to keep its monetary policy unchanged for the

remaining of the year
06.11.2015 Mexico: Industrial production contracts slightly
06.11.2015 Chile: Central Bank keeps its monetary policy unchanged at 3%, as expected
06.10.2015 Colombia: Inflation slows down in May due to a drop in food prices 
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https://www.bbvaresearch.com/publicaciones/mexico-el-igae-habra-mejorado-en-abril-gracias-al-sector-servicios/
https://www.bbvaresearch.com/publicaciones/chile-tpm-neutral-la-politica-monetaria-no-seria-tan-expansiva-como-se-estima/
https://www.bbvaresearch.com/publicaciones/chile-reforma-laboral-el-trabajo-no-esta-hecho/
https://www.bbvaresearch.com/publicaciones/peru-pib-se-acelero-en-abril-pero-es-poco-probable-que-ritmo-se-sostenga-en-corto-plazo/
https://www.bbvaresearch.com/publicaciones/mexico-actividad-industrial-inicia-lenta-en-el-2t15-y-la-inflacion-toca-minimo-historico/
https://www.bbvaresearch.com/publicaciones/mexico-actividad-industrial-inicia-lenta-en-el-2t15-y-la-inflacion-toca-minimo-historico/
https://www.bbvaresearch.com/publicaciones/colombia-el-crecimiento-del-pib-del-primer-trimestre-sorprende-positivamente/
https://www.bbvaresearch.com/publicaciones/peru-se-mantiene-la-pausa-monetaria-y-prevemos-que-continuara-en-lo-que-resta-del-ano/
https://www.bbvaresearch.com/publicaciones/peru-se-mantiene-la-pausa-monetaria-y-prevemos-que-continuara-en-lo-que-resta-del-ano/
https://www.bbvaresearch.com/publicaciones/mexico-la-produccion-industrial-se-contrajo-ligeramente-en-abril/
https://www.bbvaresearch.com/publicaciones/chile-banco-central-mantiene-tpm-en-3-y-sesgo-neutral-como-era-ampliamente-esperado/
https://www.bbvaresearch.com/publicaciones/la-inflacion-en-mayo-retrocede-por-menores-precios-los-alimentos/
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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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