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LatAm Daily | Higher fuel prices to drive inflation up
further in Brazil

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

Gasoline and diesel prices were unexpectedly adjusted by 6% and 4%, respectively, following the negative
impact on Petrobras of a weaker exchange rate. We expect this adjustment to have a +0.25pp impact on
domestic prices and therefore we revise our inflation forecast for 2015 up to 9.5%. Today, economic
indicators will be released for Chile and Colombia.

Brazil - Fuel prices adjusted up, which adds to the pressure on inflation
Yesterday, Petrobras announced that gasoline and diesel prices will be increased by 6% and 4%
respectively from today onwards. The adjustment follows the recent exchange rate depreciation, in a context
where the Brazilian oil producer company faces significant financial problems (due to the contraction of oil
prices in global markets and the corruption scandals of the last few months). On the one hand, the
adjustment is good news for Petrobras and suggests that the government is now less willing to keep fuel
prices (and administered prices in general) at artificially low levels, on the other hand, it will have a negative
effect on inflation. More precisely, we expect the impact of yesterday’s unexpected fuel price revision on
inflation to be around +0.25pp As a result, we have revised our forecast for inflation at the end of 2015 to
9.5% YoY.

What to watch today

Chile - Activity data by sector (August, 08:00hrs NYT)
We expect manufacturing output to have increased 1.2% YoY in August, while retail sales should come in at
around +2.0% YoY. In this context, figures should still reflect the weakness in aggregate economic activity.

Chile - Unemployment rate (August, 08:00hrs NYT)
We expect the jobless-rate to have increased to 6.8% in August. Job-creation should remain weak (driven by
government employment), in a context of stable labour-force participation.

Colombia - Urban unemployment rate of august will stand at 8,9%

The unemployment rate for August should stand at 8.9% (0.5 percentage points lower than a year ago).
Although the figure represents a reduction of the unemployment rate compared to a year ago the reduction
has slowed down compared to the previous two months.
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Calendar indicators

Date Pericd Consensus BBVAe Actual Prior
Brazil
FGV Inflation IGPK KMali 28-sep  Sep 0.a0 0.95 0.2a
Mational Unemployment Rate 2%-5ep  Jul 28.50 2.6 8.3
Frimary Budget Balance 30-sep Aug -12.40 -10.019
FGV CPIIPC-5 1-oct Sep 0.45 0.35
Trade Balance Monthly 1-oct Sep 2450 2688
CHI Capacity Utilization (54) 1-oct Aug TaE6
Industrial Production Mol 2-oct Aug -1.60 -0.5 -1.8
CHI Consumer Confidence 2-oct Sep 839
Chile
Lnemployment Rate 30-sep  Aug 6.70 G.a 6.6
Manufacturing Production Yo 30-sep Aug 0.50 1.2 072
Fetail Zales YoY 30-sep  Aug 2.40 2 249
Copper Production Total 20-zep  Aug 455083
Industrial Production Yoy 30-zep  Aug -0.15 -1.68
Colombia
Yehicle Sales 29-sep  Aug 22192
Urban Unemployment Rate 30-sep Aug 5.08 a.4a 9.01
Mational Unemployment Rate 30-sep  Aug 8.84
Economic Activity Index SAYoY 1-oct Jul 275 2.9 31
Mexico
Unemployment Rate 54 28-sep  Aug 4.30 432 4.31
Met Dutstanding Loans 30-sep  Aug 28582
Leading Indicators (Mo} 1-oct Aug -0.09
Remittances Total 1-oct Aug 2182 2185 22318
IMEF Manufacturing Index 34 1-oct Sep 51.50 51.794
IMEF Mon-Manufacturing Index 54 1-oct Sep a0 49 489
Yehicle Domestic Sales AMIA 2-oct Sep 112038
Gross Fixed Investment 2-oct Jul 4.50 44 8.6
Peru
CPlYoY 1-oct Sep 413 4.04
CPI Mok 1-oct Sep 0.25 0.38

Source: Bloomberg and BBVA Research
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Most recent Latam reports

Date

09.30.2015
09.29.2015
09.28.2015
09.26.2015
09.26.2015

09.24.2015
09.24.2015
09.23.2015

09.22.2015
09.22.2015

09.19.2015

09.19.2015
09.17.2015

Description

Peru: Exports remained weak in August (In Spanish)

Mexico: In July, mortgage lending grew 17%

Chile: September CPI would increase 0.6% MoM (4.8% YoY) (In Spanish)
Mexico: The IGAE shows weakness at the start of the third quarter
Colombia: BanRep increased its monetary policy rate by 25bp to

4.75% (In Spanish)

Brazil: The BCB's plan is still to keep interest rates unchanged

Mexico: Banking deposits moderate growth was maintained in July

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

Flash
30 Sep 2015

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
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https://www.bbvaresearch.com/publicaciones/peru-exportaciones-continuaron-debiles-en-agosto/
https://www.bbvaresearch.com/en/publicaciones/mexico-in-july-mortgage-lending-grew-17/
https://www.bbvaresearch.com/publicaciones/chile-ipc-de-septiembre-aumentaria-06-mm-48-anual/
https://www.bbvaresearch.com/en/publicaciones/mexico-weekly-the-igae-shows-weakness-at-the-start-of-the-third-quarter/
https://www.bbvaresearch.com/publicaciones/colombia-banrep-incrementa-su-tasa-de-politica-en-25pb-por-unanimidad/
https://www.bbvaresearch.com/publicaciones/colombia-banrep-incrementa-su-tasa-de-politica-en-25pb-por-unanimidad/
https://www.bbvaresearch.com/en/publicaciones/brazil-the-bcbs-plan-is-still-to-keep-interest-rates-unchanged/
https://www.bbvaresearch.com/en/publicaciones/mexico-banking-deposits-moderate-growth-was-maintained-in-july/
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/
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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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