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Brazil's GDP shrank more than expected driven by contractions in investment and consumption. In Chile
monetary policy minutes revealed concerns about the persistent inflation although the current environment
supports a neutral bias and a pause in the MPR in coming months.  

Brazil- GDP contracted 1.9% QoQ, placing the country in a technical
recession

Brazil's GDP shrank more than we expected in 2Q15 (-1.9% QoQ vs. -1.4% BBVAe), deepening the
contraction of the first three months of the year (-0.7% QoQ in 1Q15). The component that contracted the
most was investment (-8.1% QoQ), followed by private consumption (-2.1%), weighed down by the weak
confidence of producers and consumers. We recall the recent deterioration in the labour market where the
unemployment rate has reached 7.5% in July, from a mean of 4.8% in 2014, and the fall in real wages
(-2.4% in July). We also recall that rising inflation and currency depreciation (which have reached 9.6% and
more than 30% YoY respectively) have an immediate impact on costs for both consumers and producers.
This worse than expected GDP outcome confirms our bias to the downside for GDP for the full year at
-1.5%.

Chile - Monetary policy minutes showed an increase in rates was an
option
The August monetary policy minutes revealed concerns about the persistence of annual inflation above 4%,
and the risk of losing credibility in a scenario of potential de-anchoring of long-term inflation expectations. In
this context, a pause at 3.00% and an increase to 3.25% were discussed as the only relevant options.
Nonetheless, actual measures of long-term inflation expectations remain anchored to the central bank’s
target of 3%, so the latter policy option was discarded quickly. We see the increase in rates option as a
communication mechanism to tackle short-term inflation risks related to persistent exchange-rate
depreciation - due to Fed tapering and China related events - and as a less costly alternative tool for active
exchange-rate policy. In this regard, the Board’s signal to lean against the wind seems not to be a credible
commitment in the context of weakness in both domestic and external demand. All in all, the current
circumstances support both a neutral bias and pauses in policy rates in coming months (see our Chile Flash
in Spanish for details).

What to watch today

Chile - Activity data by sector (July, 08:00hrs NYT)
We expect manufacturing output to have increased 2.5% YoY in July, while retail sales should come in at
around +3.4% YoY. In this context, figures will still reveal weakness in both domestic and external demand.

Chile - Unemployment rate (July, 08:00hrs NYT)
We expect the jobless rate to remain stable at 6.5% in July. Job-creation should remain weak, based on the
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https://www.bbvaresearch.com/wp-content/uploads/2015/08/BCChWatch_MinutaRPM_082015.pdf
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public-sector employment.

Colombia - Unemployment rate (July, 11:00hrs NYT)
The unemployment rate for July will stand at 9.7%, below the rate observed one year ago (-0.2pp YoY). We
expect the  YoY job-creation rate for July to be slightly lower than in June in YoY terms.
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Calendar indicators  

Fuente: BBVA Research
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Most recent Latam reports
Date Description
08.28.2015 Peru: Private expenditures mantained fragile in 2Q15
08.28.2015 Chile: MPR Minutes CB considers sorpresive option of rise in MPR
08.25.2015 Chile: And if there were a central bank intervention, what form would it take?
08.24.2015 Chile: We expect inflation to grow 0.4% MoM in August
08.21.2015 Colombia: BanRep kept rates on hold on a majority vote
08.21.2015 Mexico: Exchange rate at all-time highs
08.20.2015 Mexico: GDP growth increased in 2Q15 slightly above than expected, 2.2%

annual
08.19.2015 Mexico Economic Outlook
08.18.2015 Chile: Figures in national accounts in 2Q15 confirm slower activity
08.15.2015 Peru: GDP gorwth surprises positively
08.15.2015 Mexico: We expect the GDP to have grown 2% YoY in 2Q15
08.14.2015 Peru: CB raises concerns around inflation
08.13.2015 Chile: CB keeps MPR at 3% and expects inflation high
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https://www.bbvaresearch.com/publicaciones/peru-gasto-privado-se-mantuvo-debil-en-el-segundo-trimestre/
https://www.bbvaresearch.com/publicaciones/chile-minuta-rpm-banco-central-levanta-sorpresiva-opcion-de-alza-de-tpm/
https://www.bbvaresearch.com/publicaciones/chile-y-si-tenemos-intervencion-como-podria-ser/
https://www.bbvaresearch.com/publicaciones/chile-proyectamos-ipc-de-agosto-en-04-sin-incidencia-de-gasolinas-el-resto-del-ano/
https://www.bbvaresearch.com/publicaciones/colombia-banrep-mantiene-su-tasa-de-intervencion-inalterada-por-mayoria/
https://www.bbvaresearch.com/publicaciones/semanal-mexico-el-tipo-de-cambio-en-maximos-historicos/
https://www.bbvaresearch.com/en/publicaciones/mexico-gdp-growth-increased-in-the-2q15-slightly-above-than-expected-2-2-annual/
https://www.bbvaresearch.com/en/publicaciones/mexico-gdp-growth-increased-in-the-2q15-slightly-above-than-expected-2-2-annual/
https://www.bbvaresearch.com/public-compuesta/situacion-mexico-tercer-trimestre-2015/
https://www.bbvaresearch.com/publicaciones/chile-cuentas-nacionales-confirman-freno-en-actividad-con-crecimiento-de-19-al-2t15/
https://www.bbvaresearch.com/publicaciones/peru-crecimiento-en-junio-sorprendio-positivamente-se-sostendra-en-adelante/
https://www.bbvaresearch.com/publicaciones/semanal-mexico-atencion-al-dato-de-crecimiento-anual-del-pib-del-2t15-estimamos-en-2-0/
https://www.bbvaresearch.com/publicaciones/peru-se-incrementa-la-preocupacion-del-banco-central-por-la-inflacion/
https://www.bbvaresearch.com/publicaciones/chile-banco-central-mantiene-tpm-en-3-y-suscribe-alta-inflacion-en-proximos-meses/
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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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