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Latam Daily Flash

The policy rate stayed at 4.0% in Peru, as expected. Inflation, on the other hand, surprised to the
upside in Chile, which should lead the central bank to postpone the policy rate cut we were
anticipating for May. However, inflation surprised to the downside in Mexico. Today, we expect
inflation in Brazil to have continued to climb in April, thus approaching the target ceiling.

Peru - No monetary policy news: the reference rate stayed at 4.0% in May
and the communiqué was pretty similar to last month’s

This was a widely expected decision. The statement that accompanied it continued to emphasise
that the current monetary policy stance is consistent with an inflation forecast that converges to
the centre of the target range (2%) in 2015. At BBVA we continue to anticipate the reference rate
steady at 4.0% in the coming months as on the one hand the central bank faces an inflation rate
that remains above the target and a balance of payments current account of around 5% of GDP,
and on the other, output growth below potential (see our Peru Flash for more details).

Chile - CPI inflation reached +0.6% MoM in April, considerably above
expectations

April's CPI increased 0.6% MoM, surprisingly beating both our and the market's expectations
(+0.2% MoM). The figure was mainly driven by increases in the prices of foodstuffs, health,
housing and basic services. With this print annual inflation increased to 4.3%, well above the
central bank’s target of 3%, while accumulated inflation in 2014 reached 2.1%. In this
context, the core inflation measures (CPIXs) increased by 0.8% MoM. For May’'s CPI inflation
we estimate a range between +0.1/+0.2% MoM, with positive contributions from fuels and
some foodstuffs. All in all, with the significant surprise in April's inflation figure we have raised
our inflation expectation for 2014eop to 3.3% YoY. Also, with the information at hand, the
central bank will probably postpone the 25bp cut for policy rates expected in May until June’s
meeting (see our Chile Flash for more details).

Mexico - Inflation’s lowest point is probably behind us

Headline inflation decreased 0.19% MoM in April. This monthly decline was larger than
expected (BBVAe: -0.10%, consensus: -0.13%). In annual terms, headline inflation decreased
to 3.50% from 3.76% in March. The surprise came from both a weaker than expected core
inflation figure, led by a large reduction in other core services prices in the second half of the
month (-0.53% FoF), and an unexpected plunge in fruit and vegetable prices in the second
fortnight (-3.26% FoF). Core inflation increased 0.29% MoM, slightly less than our below-
consensus forecast (BBVAe: 0.34%, consensus: 0.36%). In annual terms, it increased to
3.11% from 2.89% in March. Annual inflation can be expected to remain close to 3.5% in
May and then to rise gradually towards 4.0% in the following months before decreasing
towards 3.7% at the end of the year. Meanwhile, we expect core inflation to remain slightly
above 3.0% in the coming months before increasing somewhat in 2H14 (3.2% on average) if
as expected, the economy strengthens (see our Mexico Inflation Flash for more details).

What to watch today
Brazil - Inflation: IPCA (April, 8:00hrs NYT)

We expect a slight deceleration in food prices (as the effect of the drought that hit the country at
the beginning of the year wanes) to contribute to driving monthly inflation down from 0.92%
MoM in March to 0.72% MoM in April. However, the monthly figure should be higher than a
year ago (0.55% MoM), which implies that annual inflation will increase. More specifically, we
expect it to climb to 6.33% YoY in April from 6.15% YoY in March. Moreover, we expect annual
inflation to continue to trend up and breach the 6.5% target ceiling in the coming months.


http://www.bbvaresearch.com/KETD/ketd/esp/index.jsp
http://www.bbvaresearch.com/KETD/fbin/mult/peru_flash_08052014_tcm346-449176.pdf?ts=952014
http://www.bbvaresearch.com/KETD/fbin/mult/BBVA_SEEChile_ObservatorioInflacion_042014_2__tcm346-449049.pdf?ts=852014
http://www.bbvaresearch.com/KETD/fbin/mult/140508_FlashInflaMexico_58_eng_tcm348-449158.pdf

BBVA Latam Daily Flash
9 May 2014

Mexico - Investment (February, 09:00hrs NYT)

The deterioration in gross fixed investment should start to slow down in February, and by the
second guarter may already be recording positive growth rates. In January, investment fell
2.4% YoY driven by contractions of 2.7% YoY and 1.9% YoY in its construction and equipment
components, respectively. For February we anticipate a -1.8% YoY decrease on the back of
declines of 2.1% and 1.2% in its construction and equipment components, respectively. In the
second half of 2013 the gross fixed investment indicator fell sharply, which was reflected in an
average annual real growth rate for that six month period of -3.3%. In the second quarter of
2014 we might already be seeing positive annual growth rates in this indicator.

Calendar: Indicators

Brazil Date Period Consensus BBVAe Actual Prior
FGV CPI IPC-S 5 May Apr 0.71% - 0.77% 0.78%
FIPE CPI - Monthly 6 May Apr 0.53% - 0.53% 0.74%
PPl Manufacturing MoM 6 May Mar - - -0.22% 0.51%
HSBC Brazil Composite PMI 6 May Apr - - 499 51.0
HSBC Brazil Services PMI 6 May Apr - - 50.4 51.0
FGV Inflation IGP-DI MoM 7 May Apr 0.60% - 0.45% 1.48%
Industrial Production MoM 7 May Mar -1.95% -0.8% -0.5% 0.4%
CNI Capacity Utilization (SA) 8 May Mar - - 80.9% 81.9%
FGV CPI IPC-S 8 May May 0.78% - 0.84% 0.77%
IGP-M Inflation 1st Preview 9 May May 0.40% - - 0.72%
IBGE Inflation IPCA MoM 9 May Apr 0.80% 0.72% - 0.92%
Vehicle Exports Anfavea 9 May Apr - - 23592
Chile

Economic Activity MoM 5 May Mar 0.2% -0.3% 0.17% 0.2%
Central Bank Meeting Minutes 6 May - - - - -
Trade Balance 7 May Apr $1150 $1087 $949 $1702
Real Wage MoM 7 May Mar - - 0.0% -0.2%
CPI MoM 8 May Apr 0.2% 0.2% 0.6% 0.8%
CPI Core MoM 8 May Apr 0.2% 0.2% 0.8% 0.7%
Colombia

PPl MoM 5 May Apr - - 0.44% 1.71%
CPI MoM 5 May Apr 0.32% 0.24% 0.46% 0.39%
CPI Core MoM 6 May Apr - 0.11% 0.36% 0.31%
Colombia Monetary Policy Minutes 9 May - - - -
Mexico

Consumer Confidence Index 6 May Apr 90.0 91.3 90.3 88.8
Vehicle Production AMIA 7 May Apr - - 248031 277314
CPI MoM 8 May Apr -0.13% -0.10% -0.19% 0.27%
CPI Core MoM 8 May Apr 0.36% 0.34% 0.29% 0.21%
Bi-Weekly CPI 8 May Apr 0.10% 0.13% -0.05% -0.19%
Bi-Weekly Core CPI 8 May Apr 0.07% 0.03% -0.07% 0.26%
Gross Fixed Investment 9 May Feb -1.7% -1.8% - -2.4%
Central Bank Monetary Policy Minutes 9 May - - - - -
Nominal Wages 9 May Apr - - - 4.4%
Peru

Reference Rate 8 May May 4.00% 4.00% 4.00% 4.00%
Trade Balance 9 May Mar -$325M - - $114M
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Most recent Latam reports

Date Description
08-05-2014 e Peru Economic Outlook: Second Quarter 2014 (in Spanish)
08-05-2014 e Uruguay Economic Outlook: First Half 2014 (in Spanish)
e, Chile Economic Watch: Who is responsible for the fall in investment: the Treasury, the private
08052014 € sector or both? (in Spanish)
08052014 € Peru Flash: No monetary policy news: the policy rate stayed at 4,0% in May and the
communiqué was pretty similar to last month’s
08-05-2014 e Mexico Inflation Flash: lowest point probably behind us
08-05-2014 @ Chile Flash: CPI inflation reached +0.6% MoM in April, considerably above expectations
07-05-2014 e Chile Economic Outlook: Second Quarter 2014 (in Spanish)
06-05-2014 € Colombia Flash: April inflation continues to surprise to the upside
06-05-2014 € Yearbook of migration and remittances Mexico 2014
e Mexico Economic Watch: Mexican manufacturing exports gained competitiveness in 2002-
05052014 € 2012 (in Spanish)
PLEASE SEE IMPORTANT DISCLOSURES ON THE LAST TWO PAGES OF THIS REPORT www.bbvaresearch.com
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http://www.bbvaresearch.com/KETD/fbin/mult/sp2t14_tcm346-449147.pdf?ts=952014
http://www.bbvaresearch.com/KETD/fbin/mult/1405_SituacionUruguay_1S14_tcm346-449117.pdf?ts=952014
http://www.bbvaresearch.com/KETD/fbin/mult/Inversi_n_p_blica_290414_tcm346-449126.pdf?ts=952014
http://www.bbvaresearch.com/KETD/fbin/mult/Inversi_n_p_blica_290414_tcm346-449126.pdf?ts=952014
http://www.bbvaresearch.com/KETD/fbin/mult/Inversi_n_p_blica_290414_tcm346-449126.pdf?ts=952014
http://www.bbvaresearch.com/KETD/fbin/mult/Inversi_n_p_blica_290414_tcm346-449126.pdf?ts=952014
http://www.bbvaresearch.com/KETD/fbin/mult/peru_flash_08052014_tcm346-449176.pdf?ts=952014
http://www.bbvaresearch.com/KETD/fbin/mult/peru_flash_08052014_tcm346-449176.pdf?ts=952014
http://www.bbvaresearch.com/KETD/fbin/mult/140508_FlashInflaMexico_58_eng_tcm348-449158.pdf?ts=952014
http://www.bbvaresearch.com/KETD/fbin/mult/BBVA_SEEChile_ObservatorioInflacion_042014_2__tcm346-449049.pdf?ts=952014
http://www.bbvaresearch.com/KETD/fbin/mult/Situaci_n_Chile_May-14_e_tcm346-448734.pdf?ts=852014
http://www.bbvaresearch.com/KETD/fbin/mult/140506_FlashColombia_Inflacion_tcm346-448565.pdf?ts=752014
http://www.bbvaresearch.com/KETD/fbin/mult/1405_AnuarioMigracionMexico_2014_tcm346-448609.pdf?ts=752014
http://www.bbvaresearch.com/KETD/fbin/mult/140505_ObsEcoMexico_43_tcm346-448437.pdf?ts=652014
http://www.bbvaresearch.com/KETD/fbin/mult/140505_ObsEcoMexico_43_tcm346-448437.pdf?ts=652014
http://www.bbvaresearch.com/KETD/fbin/mult/140505_ObsEcoMexico_43_tcm346-448437.pdf?ts=652014
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Important Disclosures
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this report are identified by the location(s) of the author(s) listed on the first page as follows: 1) Madrid, London or Europe - Banco Bilbao Vizcaya
Argentaria, S.A., including its E.U. branches (hereinafter called ‘BBVA), 2) Mexico City - BBVA Bancomer, S.A. Institucion de Banca Mdltiple,
Grupo Financiero BBVA Bancomer (hereinafter called ‘BBVA Bancomer); 3) New York - BBVA Securities, Inc. (hereinafter called "BBVA Securities");
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DISCLAIMER

This document and the information, opinions, estimates and recommendations expressed herein, have been prepared by Banco Bilbao Vizcaya
Argentaria, S.A. (hereinafter called “BBVA") to provide its customers with general information and are current as of the date of issue and subject to
changes without prior notice. BBVA is not liable for giving notice of such changes or for updating the contents hereof.

This document and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to any securities or other
instruments, or to undertake or divest investments. Neither shall this document nor its contents form the basis of any contract, commitment or
decision of any kind.

Investors who have access to this document should be aware that the securities, instruments or investments to which it refers may not be
appropriate for them due to their specific investment goals, financial positions or risk profiles, as these have not been taken into account to
prepare this report. Therefore, investors should make their own investment decisions considering the said circumstances and obtaining such
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or the historical results of investments do not guarantee future performance.

The market prices of securities or instruments or the results of investments could fluctuate against the interests of investors. Investors
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risks implied by the same and the underlying stocks. Investors should also be aware that secondary markets for the said instruments may
be limited or even not exist.

BBVA or any of its affiliates, as well as their respective executives and employees, may have a position in any of the securities or instruments
referred to, directly or indirectly, in this document, or in any other related thereto; they may trade for their own account or for third-party
account in those securities, provide consulting or other services to the issuer of the aforementioned securities or instruments or to companies
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consent of BBVA. No part of this report may be copied, conveyed, distributed or furnished to any person or entity in any country (or persons or
entities in the same) in which its distribution is prohibited by law. Failure to comply with these restrictions may breach the laws of the relevant
jurisdiction.

In the United Kingdom, this document is directed only at persons who (i) have professional experience in matters relating to investments falling
within article 19(5) of the financial services and markets act 2000 (financial promotion) order 2005 (as amended, the “financial promotion
order”), (i) are persons falling within article 49(2) (@) to (d) (‘high net worth companies, unincorporated associations, etc.”) Of the financial
promotion order, or (iii) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of
the financial services and markets act 2000) may otherwise lawfully be communicated (all such persons together being referred to as “relevant
persons”). This document is directed only at relevant persons and must not be acted on or relied on by persons who are not relevant persons.
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BBVA is not a member of the FINRA and is not subject to the rules of disclosure affecting such members.
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