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LatAm Daily | Colombian CB decides to keep rates on
hold but not unanimously
Cecilia Posadas / Enestor Dos Santos / Jorge Selaive Carrasco / Juana Téllez Corredor / Carlos Serrano Herrera / Hugo
Perea Flores / Alejandro Faci
  
 
The decision was taken by a majority with some board members voting for an increase. Meanwhile, BanRep
reduced its 2015 growth forecast and predicted slower inflation convergence toits target. Meanwhile, urban
unemployment fell to 9.7% in June, mainly due to a decline in labour force participation. Dynamics in job-
creation are in line with the slowdown in activity.

Brazil - The public sector posted a deficit in June; reaching the reduced
target for the year will require fiscal efforts in 2H15
The public sector posted a BRL9.3bn primary deficit in June as the slowdown in expenditure was not enough
to offset the impact of declining domestic demand on public revenues. Consequently, the primary surplus
accumulated in 2015 dropped to to BRL16.2bn. Even though this figure is already higher than the BRL8.7bn
(0.15% of GDP) target for the whole year, its fulfillment demands further expenditure cuts or an increase in
revenues going forward. The main reason for this is that the central government generated a BRL1.9bn
deficit in 1H15, still falling short of its part of the target for 2015 (BRL5.8bn). On the other hand, regional
governments generated a BRL19.3 primary surplus in 1H15 and we expect this result to decline significantly
over 2H15 and converge to the BRL2.9bn target. Weak primary surpluses together with very high interest
payments (due to both a high Selic rate and the costs of maintaining around USD100bn in FX swaps) are
driving up both the total fiscal deficit (7.4% of GDP in 1H15 and 8.1% of GDP in the last twelve months) and
the gross public debt  (63% of GDP in June). 

Colombia - The urban unemployment rate stood at 9.7% in June
In June the urban unemployment rate fell with respect to last year (-1pp YoY). The fall in the unemployment
rate was explained by a reduction in the labour force participation rate (-0.5 percentage points YoY) greater
than the increase in the occupation rate (0.2 percentage points YoY). In urban terms we observed a
slowdown in job-creation in 2Q15 (2.1% YoY) with respect to 1Q15 (3.6% YoY). This reflected the fact that
the sectors with the largest share in urban employment (retail, government activities and manufacturing) did
not create jobs in 2Q15 (YoY). The dynamics of job-creation are in line with the slowdown in activity. 

Colombia - BanRep kept its monetary policy rate on hold on a majority
vote 
In July’s meeting, BanRep’s Board kept its monetary policy rate unchanged in a split vote. During the press
conference, the central bank’s Managing Director, José Dario Uribe, mentioned that the decision was taken
by majority, with some members voting for rate increases. In our view, there are two major changes versus
the previous meeting. On the one hand, BanRep revised its 2015 GDP growth forecast downwards to 2.8%
from 3.2% before. On the other hand, the Board expects a slower convergence of inflation towards the target
range as a result of the food price dynamics and the exchange-rate pass through.
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Calendar indicators 

Fuente: BBVA Research

Most recent Latam reports
Date Description
08.01.2015 Mexico: Peso back to 16 influenced by worse-than-expected data in the US
07.30.2015 Chile: IMACEC to grow between 2.2% and 2.7% YoY in June
07.30.2015 Mexico: Monetary policy rate on hold
07.30.2015 Mexico: Monetary policy rate on hold in July.Rate hike in September is still in the

cards
07.24.2015 Chile: We expect inflation to reach 0.3% MoM (4.5% YoY) in July
07.24.2015 Mexico: Activity grows slightly; inflation and peso bottom out
07.23.2015 Colombia: Portfolio quality and economic cycle
07.20.2015 Mexico: Home loan advances 20% in May
07.17.2015 Mexico: We expect services to have spurred the growth in activity in May
07.15.2015 Peru: Economic activity slows down in May
07.13.2015 Chile: Central Bank of Chile keeps MPR at 3% as expected
07.10.2015 Colombia: Client presentation on real estate in Santa Marta
07.10.2015 Mexico: Inflation touches record low; industrial production shows weakness
07.10.2015 Peru: Monetary dilemma remains; activity, exchange rate, inflation?
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https://www.bbvaresearch.com/publicaciones/mexico-el-peso-retorna-hacia-16ppd-influido-por-datos-por-debajo-de-lo-esperado-en-eeuu/
https://www.bbvaresearch.com/publicaciones/chile-imacec-de-junio-habria-crecido-entre-22-y-27-aa-04-mm/
https://www.bbvaresearch.com/en/publicaciones/mexico-monetary-policy-rate-on-hold/
https://www.bbvaresearch.com/en/publicaciones/mexico-monetary-policy-rate-on-hold-in-july-rate-hike-in-september-is-still-in-the-cards/
https://www.bbvaresearch.com/en/publicaciones/mexico-monetary-policy-rate-on-hold-in-july-rate-hike-in-september-is-still-in-the-cards/
https://www.bbvaresearch.com/publicaciones/chile-proyectamos-ipc-de-julio-en-03-mm-45-aa/
https://www.bbvaresearch.com/publicaciones/mexico-la-actividad-crece-marginalmente-la-inflacion-toca-nuevo-minimo-y-el-peso-maximo/
https://www.bbvaresearch.com/publicaciones/colombia-calidad-de-la-cartera-y-ciclo-economico-algunos-hechos-estilizados-en-colombia/
https://www.bbvaresearch.com/publicaciones/mexico-a-mayo-el-credito-hipotecario-avanza-20/
https://www.bbvaresearch.com/publicaciones/mexico-estimamos-que-servicios-habran-ayudado-al-crecimiento-de-la-actividad-en-mayo/
https://www.bbvaresearch.com/publicaciones/peru-actividad-sigue-debil-el-crecimiento-se-ralentizo-en-mayo/
https://www.bbvaresearch.com/publicaciones/chile-se-concreta-la-ampliamente-esperada-novena-mantencion-de-la-tpm-en-3/
https://www.bbvaresearch.com/publicaciones/colombia-presentacion-a-clientes-del-sector-de-la-construccion-en-santa-marta/
https://www.bbvaresearch.com/publicaciones/mexico-la-inflacion-marca-minimo-historico-la-produccion-industrial-muestra-debilidad/
https://www.bbvaresearch.com/publicaciones/peru-dilema-monetario-se-mantiene-actividad-tipo-de-cambio-inflacion/
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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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