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LatAm Daily | Credit market slows down in Brazil in line
with the economy
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Credit continued its downtrend in May, growing less than at the end of 2014 while NPLs remained stable. In
Colombia, retail confidence improved slightly, as did industrial confidence. Moreover, imports fell in April due
to an adjustment in capital goods in line with our estimate. The trade deficit stood at USD1.039 M confirming
a gradual adjust in the current account.

Brazil - Public and private credit markets slow down further

Credit from public and private banks continued to decelerate in May. More precisely, public and private
credit grew, respectively, by 15.2% YoY and 4.4% YoY in nominal terms in the period, less than at the end
of 2014 (17.7% YoY and 5.6% YoY). In spite of the ongoing moderation in credit from public banks, their
market share continues to increase and stood at 55.0% in May, the highest in many years. The credit report
released yesterday by the central bank also revealed that lending rates continue to adjust upwards following
the increase in the Selic rate: the average lending rate reached 27.1% in May, in comparison to 23.7% in the
end of 2014 and 24.1% one year ago. After increasing from 2.8% in March to 3.0% in April, NPLsremained
stable in May. All in all, credit markets continued to moderate in May, in line with the overall deceleration of
the Brazilian economy.

Colombia - Business confidence showed stability

Retail confidence improved slightly (to 18.7) after four consecutive months of deterioration, boosted by
6-months' ahead expectations. The signal given by this indicator is similar to that of consumer confidence,
which anticipates a slowdown in 2Q15, in line with our expectations, but of less intensity than observed in
the April retail confidence data. Meanwhile, industrial confidence increased to 0.9 (from -0.1) thanks to a
better performance of orders (although the latter remain at lows) and a drop in inventories. Expectations are
high, although they showed a slight decline MoM. Hence, we remain optimistic on a recovery in the
manufacturing sector, but it is clear that it will be slow and gradual during the second half of the year.

Colombia - Adjustment in imports improves the balance of trade

In April, imports fell 18.2% YoY. As we expected, the component with the most adjustment was capital
goods, especially transportation equipment. Also, the consumption of durable goods grew below than
average of imports. Finally, the lower internal demand for fuel and industrial raw materials confirms the slow
industrial recovery, even corrected for lower oil prices. On the other hand, the trade deficit stood at
USD1.039mn. (vs. BBVAe: -USD932), similar to the March figure. All in all, the data confirmed a gradual
adjustment in the current account deficit from 2Q15.
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What to watch today

Brazil - Inflation report (2Q15, 07:30hrs NYT)

In the 2Q15 Inflation Report the BCB will release its updated forecasts for inflation. The focus will be on its
estimate for the end of 2016, the period the monetary authority is now focused on. If it is higher than the
4.5% target, then the monetary tightening is likely to continue ahead. Otherwise, we think the Selic will
probably remain unchanged at 13.75%. In the 1Q15 Inflation Report the BCB forecast for the end of 2016
was 4.9%. In spite of higher pressure from administered prices since then, the central bank is expected to
revise downwards its forecast for the period due to weaker domestic demand and the impact of a higher
Selic rate.

Chile - Financial trader survey (fortnightly in June, 07:30hrs, NYT)
Results should point to monthly inflation expectations at around 0.3% for May and anchored long-term
inflation expectations. Finally, expectations for policy rates should be for a prolonged pause in rates.

Mexico - IGAE (April, 09:00hrs NYT)

We expect the monthly economic activity index (IGAE) for April to grow 0.2% MoM, sa, and 1.7% YoY, sa.
The main driver of the expansion will be the service sector due to the fact that in April the industrial
production index registered a growth rate of -0.1% MoM, sa.

Mexico - Inflation (first half of June, 09:00hrs NYT)

For the first two weeks of June we predict a fortnightly increase of 0.10% for headline inflation, and 0.09%
for the core measure. If our forecasts prove correct, in annual terms headline inflation should be 2.84%
(compared to 2.82% in the previous fortnight), while core inflation should be 2.27% (compared to 2.30%
previously). We still anticipate that the exchange rate pass-through to inflation will remain limited, largely
because of the weakness of domestic demand and because the rise in goods inflation will continue to be
offset by a good showing from the services component. We forecast that annual headline inflation will stay
below 3.0% for the rest of the year, before easing to 2.65% at the close of 2015, mainly because of the
favourable base effects.

Colombia - Monetary policy meeting (no set time)

We expect BanRep’s Board to keep its monetary policy rate unchanged at 4.50%, in line with consensus.
We expect the communiqué to maintain its neutral tone, highlighting that the recent deceleration in economic
activity continues to be in line with expectations and with the terms of trade shock. We do not expect any
additional measures to be taken in June’s meeting.
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Calendar indicators

Date Period Consensus  BBVAe Actual Prior
Brazil
Current Account Balance 22-Jun May - -53366M -56901M
Foreign Direct Investment 22-Jun May - 36608M 35TTTM
FGV CPIIPC-3 23-Jun 1 June - 0.83% 0.86%
Federal Debt Total 23-Jun May - 524968 52451B
Total Dutstanding Loans 23-Jun June - 53081B 33061B
Central Bank Quarterly Inflation Report 24-Jun
Unemployment Rate 25-Jun May 0.07 6.70% - 6.40%
FGV Consumer Confidence 25-Jun Jun - - 851
Chile
Central Bank's Traders Survey 24-Jun - - -
Central Bank Meeting Minutes 26-Jun - - - -
PPI Mol 24-Jun May - - - 1.60%
Colombia
Trade Balance 23-Jun Apr -$900M -5 932M -51038,9M - 51014 .8M
Retail Confidence 23-Jun May - 15 18.7 18.1
Industrial Confidence 23-Jun May - 0 0.9 0.1
Cwernight Lending Rate 24-Jun 1-Jun 4.50% 4.50% - 4.50%
Mexico
Retail Sales Yo 22-Jun Apr 5.20% 4.90% 4.6% 5.50%
Retail Sales Mal 22-Jun Apr 0.60% 0.30% -0.3% 0.20%
Economic Activity IGAE YoY 24-Jun Apr 2.30% 1.70% - 2.66%
Bi-Weekly CPI 24-Jun 1-Jun 0.10% 0.10% - 0.04%
Bi-Weekly Core CPI 24-Jun 1-Jun 0.10% 0.09% - 0.08%
Bi-Weekly CPI YoY 24-Jun 1-Jun 2.87% 2.84% - 2.82%
Unemployment Rate SA 26-Jun May 4.28% - 4.30%
Unemployment Rate NSA 26-Jun May 4. 27% - 4.31%
Trade Balance 26-Jun May -45.0M -190.0M - -85.3M

Source: Bloomberg and BBVA Research
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Most recent Latam reports

Date

06.19.2015
06.19.2015
06.16.2015
06.15.2015
06.12.2015

06.12.2015
06.11.2015

06.11.2015
06.11.2015
06.10.2015

Description

Mexico: IGAE should improve in April due to service sector

Chile: Our monetary policy forecast is neutral

Chile: Labour market reform., still work to do

Peru: GDP accelerates in April reaching 4.3% YoY

Mexico: Inflation touches historical low and industrial activity begins slow in the 2
Q15

Colombia: GDP growth surprises on the upside

Peru: We expect the Central Bank to keep its monetary policy unchanged for the
remaining of the year

Mexico: Industrial production contracts slightly

Chile: Central Bank keeps its monetary policy unchanged at 3%. as expected
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/

Flash

BBVA ‘ RESEARCH 24 Jun 2015

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.

5/5 www.bbvaresearch.com


http://www.tcpdf.org

