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COPOM maintained the Selic rate unchanged at 14.25% in a difficult environment with inflation well above
the central bank’s target range and economic activity in technical recession.  

Brazil - Negative surprise of industrial production in July
Brazilian industrial production plummeted in July and surprise expectations (-0.2% MoM BBVAe, -0.1%
consensus), with a reduction of 1.5% MoM. This implies a decrease in industrial production of 8.9% if we
compare it with July 2014. The breakdown of the July result reveals that the decrease in this industrial output
occurred in 14 out of the 24 sectors surveyed, with the most significant being the wood products and food
and beverage products, with falls of 7.6% and 6.2% respectively. In contrast, machinery and equipment
increased its production by 6.5%, partially compensating for the decline of 11.9% accumulated in the
previous five months. This figure was mainly driven by a 1.9% drop in capital goods and by a 2.1% fall in
intermediate goods 0.1% with respect to the previous month.  This result is in line with the downward bias for
the outlook for Brazil’s GDP.

Brazil - COPOM leaves the Selic rate unchanged at 14.25%
The Monetary Policy Committee (COPOM) decided to leave the Selic unchanged at 14.25%, as expected.
The monetary authority repeated last meeting’s statement that “The Committee understands that
maintaining this level of the basic interest rate, for a sufficiently long period is necessary for the convergence
of inflation to the target in late 2016”. We recall that inflation in Brazil is well below the 4.5% +/- 2 pp target
and stood at 9.6% in July, while 2Q15 GDP plunged 1.9% QoQ and July industrial production surprised
negatively. In spite of the moderation in domestic demand, we expect inflation to reach 5.3% at the end of
2016, influenced by the effects of sharp currency depreciation. On the growth front, the economy will
experience a significant contraction in 2015 (with a downward bias) and stagnation in 2016. Any easing
cycle in the next year will not be as aggressive as the previous ones due to the risks related to the loss of
the country’s credit rating and to the Fed’s normalization of monetary policy.

What to watch today
No relevant news is expected for today. 
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Calendar indicators  

Source: Bloomberg and BBVA Research
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Most recent Latam reports
Date Description
09.02.2015 Mexico: Private sector credit increased 10.7% in July
09.01.2015 Peru: Inflation continued to accelerate in August
09.01.2015 Chile: Public expenditure increased by 8.9% in July
09.01.2015 Mexico: Remittances reached the highest growth rate of the year in July (11.7%)
08.31.2015 Chile: Transitory factors could lead the IMACEC below 2% in July
08.31.2015 Chile: Investment in non-minning exporting sectors
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
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https://www.bbvaresearch.com/publicaciones/mexico-credito-al-sector-privado-crece-10-7-en-julio/
https://www.bbvaresearch.com/publicaciones/peru-inflacion-continuo-acelerandose-en-agosto/
https://www.bbvaresearch.com/publicaciones/chile-gasto-publico-total-aumento-89-real-en-julio/
https://www.bbvaresearch.com/publicaciones/mexico-remesas-alcanzan-el-mayor-crecimiento-del-ano-en-julio-con-11-7-y-2231-8-md/
https://www.bbvaresearch.com/publicaciones/chile-factores-puntuales-en-algunos-sectores-podrian-llevar-imacec-de-julio-bajo-2-aa/
https://www.bbvaresearch.com/publicaciones/chile-inversion-en-sectores-exportadores-no-mineros/
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/
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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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