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LatAm Daily | Brazilian credit growth close to zero in real
terms in August

Marina Conesa Martinez / Enestor Dos Santos / Hugo Perea Flores / Cecilia Posadas / Jorge Selaive Carrasco / Carlos
Serrano Herrera / Juana Téllez Corredor

Non-performing Brazilian loans increased again in August reaching 3.1%. In Chile, the trader’s survey
showed inflation expectations at 3.4% (12 months ahead). July’s IGAE is expected today in Mexico. Today
we will also watch the labour market report in Brazil and inflation figures in Mexico; with further deterioration
in the former and a possible new low in the latter.

Brazil - A further slowdown of credit markets in August

The total credit stock expanded only 9.6% YoY in August, very close to the inflation recorded in the period
(9.53% YoY), implying that the credit growth was close to zero in real terms. Brazilian financial institutions
continued to adjust upwards their lending rates due to the recent monetary tightening and the higher risks
embedded in the current environment, and as consequence they averaged 29% in August. Not surprisingly
given the sharp deterioration in economic activity, mainly of labour markets, non-performing loans increased
again in August and reached 3.1%. All in all, the credit figures released yesterday by the BCB are no
surprise given Brazil’'s ongoing overall economic and financial deterioration.

Chile - The traders’ survey is still pricing annual inflation above 3% 24
months ahead

Not many changes in the traders’ survey. Results showed inflation expectations at 0.7% MoM for September
(in line with our view). Although 12 months ahead inflation expectations declined slightly to 3.4% YoY, the
long-term view (24 months-ahead) remained at 3.2% YoY, decoupled from the central bank’s 3% YoY
target. In terms of policy rates, traders remained in hawkish mode; nonetheless they still consider only a
25bp increase at three months and two more for six and 12 months ahead, reaching 3.75%. Finally, the
results showed expectations of a stable USD exchange rate at levels around USDCLP 690.

What to watch today

Brazil - Labour market report (August, 08:00hrs NYT)

We expect labour markets to have deteriorated further in August, reinforcing our view that private
consumption will weaken again in 3Q15. We forecast that the unemployment rate will have reached 7.9%,
from 7.5% in July and 5.0% a year ago.

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

For the first two weeks in September, we estimate a fortnightly rise of 0.23% for headline inflation and of
0.26% for core. If our predictions prove right, in annual terms headline inflation would fall to a fresh record
low of 2.44%, whereas core would have edged up to 2.33% (compared to 2.31% for the previous fortnight).
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Mexico - IGAE (July, 09:00hrs NYT)
We expect that July’s Global Economic Activity Index (IGAE) will be growing 0.3% MoM, sa. We expect the
tertiary sector (commercial and service activities) to show a 0.2% MoM sa rate of growth while the primary
sector may be growing 3.2% MoM, sa. Note that in July the observed growth of the secondary sector was
0.2% MoM s.a., and that although all figures are seasonally adjusted the primary sector may show a high
monthly rate due to the fact that there was significant contraction in the monthly rate of growth of this sector
in June.
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Calendar indicators

Date Pericd Consensus BBVAe  Actual Prior
Brazil
Formal Job Creation Total 22-zep  Aug -73600.0 -157905
Tax Collections 21-zep  Aug 93738.27 104868
IBGE Inflation IPCA-15 Mol 22-sep  Sep 0.4 0.3 0.39 0.43
FGY CPIIPC-5 23-zep  Sep 0.4 0.35 0.28
Current Account Balance 22-sep Aug -3200.0 -2487 -G162.89
FGV Consumer Confidence 24-zep  Zep 80.6
Unemployment Rate 24-sep  Aug 7.y 78 7.5
Total Qutstanding Loans 25-sep  Aug 3132442 3110.762
Central Bank Cuarterly Inflaion Report 25-sep Jan
Economic Activity Mol 21-sep  Jul -0.32 -0.3 -0.02 -0.58
Chile
Central Bank's Traders Survey 23-5ep  Jan
Colombia
Cvernight Lending Rate 289-5ep  Sep 45 45 45
Mexico
Overnight Rate 21-sep Sep 30 3 3 3
Retail Sales Yoy 23-zep  Jul 4.7 58 5.4
Fetail Sales Mol 23-sep  Jul 0.4 0.5 1.1
Economic Activity |GAE Yo 2d-sep  Jul 2.2 2.2 31
Trade Balance 28-zep  Aug -1677.5 -1800 -2266.9
Budget Balance YTD 25-zep  Aug -375.44

Source: Bloomberg and BBVA Research
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Most recent Latam reports

Date
09.23.2015
09.23.2015

09.22.2015
09.22.2015

09.19.2015
09.19.2015
09.17.2015
09.16.2015
09.16.2015
09.12.2015

09.11.2015
09.10.2015

09.10.2015

Description

Mexico: Bank deposits maintain a moderate growth in July (In Spanish)

Peru: Output growth forecast for 2016 is revised downwards because of a
stronger El Nifio

Chile: Probability of error of monetary policy increases (In Spanish)

Mexico: Monetary pause continues. Banxico keeps an eye on the Fed
movements

Mexico: Banxico will maintain the monetary pause to await the decision of the
Fed (In Spanish)

Mexico: We estimate the monetary rate hike will be postponed until later this year
Brazil: A more negative outlook

Peru: Growth in July showed a better sector balance (In Spanish)

Chile: Central Bank maintains the MPR at 3% and introduces contractionary bias

(In Spanish)

Mexico: Financial markets are pending the decision of the Federal Reserve (In
Spanish)

Peru: Central Bank surprises in September by delivering a 25bp policy rate hike
Colombia: The slowdown of the Colombian economy remains orderly (In
Spanish)

Brazil: Copom sees 2016 inflation converging to the target. but also important
risks
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https://www.bbvaresearch.com/publicaciones/mexico-captacion-bancaria-mantiene-un-crecimiento-moderado-en-julio/
https://www.bbvaresearch.com/en/publicaciones/peru-output-growth-forecast-for-2016-is-revised-downwards-because-of-a-stronger-el-nino/
https://www.bbvaresearch.com/en/publicaciones/peru-output-growth-forecast-for-2016-is-revised-downwards-because-of-a-stronger-el-nino/
https://www.bbvaresearch.com/publicaciones/chile-aumenta-probabilidad-de-error-de-politica-monetaria/
https://www.bbvaresearch.com/en/publicaciones/mexico-monetary-pause-continues-banxico-keeps-an-eye-on-the-fed-movements/
https://www.bbvaresearch.com/en/publicaciones/mexico-monetary-pause-continues-banxico-keeps-an-eye-on-the-fed-movements/
https://www.bbvaresearch.com/en/publicaciones/mexico-we-estimate-the-monetary-rate-hike-will-be-postponed-until-later-this-year/
https://www.bbvaresearch.com/en/publicaciones/mexico-we-estimate-the-monetary-rate-hike-will-be-postponed-until-later-this-year/
https://www.bbvaresearch.com/en/publicaciones/mexico-we-estimate-the-monetary-rate-hike-will-be-postponed-until-later-this-year/
https://www.bbvaresearch.com/en/publicaciones/brazil-a-more-negative-outlook/
https://www.bbvaresearch.com/publicaciones/peru-crecimiento-de-julio-mostro-un-mejor-balance-sectorial/
https://www.bbvaresearch.com/publicaciones/chile-banco-central-mantiene-la-tpm-en-3-e-introduce-sesgo-contractivo/
https://www.bbvaresearch.com/publicaciones/chile-banco-central-mantiene-la-tpm-en-3-e-introduce-sesgo-contractivo/
https://www.bbvaresearch.com/publicaciones/mexico-flash-los-mercados-financieros-a-la-espera-de-la-decision-de-la-reserva-federal/
https://www.bbvaresearch.com/publicaciones/mexico-flash-los-mercados-financieros-a-la-espera-de-la-decision-de-la-reserva-federal/
https://www.bbvaresearch.com/en/publicaciones/peru-central-bank-surprises-in-september-by-delivering-a-25bp-policy-rate-hike/
https://www.bbvaresearch.com/publicaciones/colombia-desaceleracion-de-la-economia-colombiana-sigue-siendo-ordenada/
https://www.bbvaresearch.com/publicaciones/colombia-desaceleracion-de-la-economia-colombiana-sigue-siendo-ordenada/
https://www.bbvaresearch.com/en/publicaciones/brazil-copom-sees-2016-inflation-converging-to-the-target-but-also-important-risks/
https://www.bbvaresearch.com/en/publicaciones/brazil-copom-sees-2016-inflation-converging-to-the-target-but-also-important-risks/
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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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