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LatAm Daily | We expect an increase in prices and an
unchanged Selic rate in Brazil today

Marina Conesa / Enestor Dos Santos / Hugo Perea / Cecilia Posadas / Jorge Selaive / Carlos Serrano / Juana Téllez

In Brazil, October’s IPCA-15 is expected to show another increase in domestic prices and an increase in full-
month inflation. On the other hand, the Selic rate should remain unchanged in view of the weaker economic
activity. The main risk to our call is that the monetary easing we expect to start in 2Q16 ends up being
delayed until 2H16.

What to watch today
Brazil - IPCA-15 (October, 9:00hrs NYT)

We expect October’s IPCA-15, which measures inflation from mid-September to mid-October, to show
another sharp increase in domestic prices. This time, the impact of the adjustment in fuel prices will add to
other sources of pressure (mainly exchange rate depreciation and administered and food prices) and take
the IPCA-151t0 9.73% YoY / 0.63% MoM from 9.57% YoY / 0.39% MoM. This would reinforce our view that
full-month inflation will increase again in October after remaining relatively unchanged around 9.5% YoY for
the last three months.

Brazil - Monetary policy decision (after local financial markets close)

In our view the Selic rate will remain unchanged and the communiqué will be identical to one issued in the
previous meetings (“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”). In spite of the
upward risks, we believe that the BCB Board is not willing to hike the Selic rate again in an environment
where economic activity is contracting sharply. Therefore, the main risk to our call is not a hike in the
remainder of the year but rather that the monetary easing we expect to start in 2Q16 ends up being delayed
until 2H16.

Mexico - Retail sales (August, 9:00hrs NYT)

We estimate that retail sales in August will show a monthly growth rate of 0.7% and an annual rate of 4.8%,
both seasonally adjusted. This forecast implies that retail sales will be growing in the short run at a similar
pace to what they have done throughout the year.
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Calendar indicators

Date Period Consensus BBVAe Actual Prior

Brazil

Formal Job Creation Total 19-0ct  Sep 60250 -8654 3
Tax Collections 19-Oct  Sep 84000 93738m
FIPE CPI - Weekly 20-Oct  Oct 0.81% 0.89% 0.79%
IGP-M Inflation 2nd Prewew 20-Oct  Oct 1.73% 1.86% 0.65%
CNI Industrial Confidence 20-Oct  Oct 357
IBGE Inflation IPCA-15 MoM  21-Oct  Oct 0.68% 0.63% 0.39%
Selic Rate 21-0ct  Oct 14.25%  14.25% 14.25%
Unemployment Rate 22-0ct  Sep 7.80% 7.80% 7.60%
Current Account Balance 23-0ct  Sep -2200 -52487m
Colombia

Trade Balance 20-Oct  Aug -1370 -51220 -1433.6 517577
Retail Confidence 22-0ct  Sep 16 178
Industrial Confidence 22-0ct  Sep 4.1 29
Mexico

Retail Sales YoY 21-0ct Aug 4. 80% 5.80%
Fetail Sales Mal 21-0ct Aug 0.60% 0.50%
Bi-Weekly CPI 22-0ct  Oct 0.50% 0.57% 0.00%
Bi-Weekly Core CPI 22-0ct  Oct 0.18% 0.17% 0.10%
Bi-Weekly CPI YoY 22-0ct  Oct 253% 2.58% 251%
Unemployment Rate NSA  23-Oct Sep 4 B4% 4 68%
Unemployment Rate SA 23-0ct  Sep 4.30% 4.32%

Source: Bloomberg and BBVA Research
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Most recent Latam reports

Date
10.16.2015

10.16.2015
10.15.2015

10.15.2015
10.14.2015
10.12.2015

10.08.2015
10.07.2015
10.06.2015

10.06.2015
10.05.2015
10.02.2015

10.02.2015

Description

Mexico: Weak US industrial prod. suggests that moderation in Mexico will
continue

Peru: Unsurprisingly, the central bank kept the policy rate at 3.50%

Chile: Central bank increases the MPR to 3.25%. maintaining the contractionary

bias (In Spanish)

Peru: GDP growth in August was lower than expected (In Spanish)

Chile: Complicated monetary policy decision (In Spanish)

Peru: Transpacific agreement benefits still pose implementation challenges (In
Spanish)

Chile: CPl increased 0.5% MoM in September, below consensus expectations
Brazil: Inflation: stable at high levels and ready to move further up

Mexico: Credit to private sector grew 11.6% in August driven by consumer &
firms credit

Colombia: Sharply rise in food prices pushes inflation up

Chile: Imacec weakened to 1.1% YoY in August, missing expectations
Mexico: Weak employment data in the US reduces the chance of a rate hike
soon (In Spanish)

Colombia: In three decades the country's GDP per capita doubled (In Spanish)
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https://www.bbvaresearch.com/en/publicaciones/mexico-weekly-weak-us-industrial-prod-suggests-that-moderation-in-mexico-will-continue/
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https://www.bbvaresearch.com/publicaciones/peru-crecimiento-del-pib-en-agosto-fue-menor-al-esperado/
https://www.bbvaresearch.com/publicaciones/chile-estrategia-de-politica-monetaria-dejo-en-camisa-de-fuerza-alza-de-25-pb-esta-rpm/
https://www.bbvaresearch.com/publicaciones/peru-beneficios-del-acuerdo-transpacifico-aun-plantean-retos-de-implementacion/
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https://www.bbvaresearch.com/en/publicaciones/brazil-inflation-stable-at-high-levels-and-ready-to-move-further-up/
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https://www.bbvaresearch.com/publicaciones/semanal-mexico-debil-dato-de-emp-en-eeuu-reduce-probabilidad-de-pronto-aumento-de-tasas/
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Flash

BBVA ‘ RESEARCH 21 Oct 2015

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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