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Weekly Watch 
Latin 

Fujimori leads Humala 
Economic growth continues strong in South America, as reflected in figures from Brazil, 
Colombia and Peru, prompting the central banks to adopt new measures. In Uruguay the 
deposit reserve requirements were raised, while in Chile and Peru benchmark interest rates 
rose by 50 and 25 bps, respectively. In Peru, the latest polls show that Fujimori is winning 
supporters against Humala. The Brazilian Senate approved an increased payment to 
Paraguay for surplus energy produced by the Itaipu dam.  

Mixed results for currencies in the region 

Although prospects for overheating in China and the strength of U.S. recovery influenced the 
performance of currencies in the region, local events made the difference. Among the news 
worth highlighting are the expectation of increased monetary rates in Chile and Peru 
(together with political expectations), as well as interventions in Brazil and Colombia. Of 
particular note was the depreciation of the COP over the week, which had lagged behind the 
rest of the currencies in the region. 

 

Highlights 
Economic activity up in the first quarter 

Uruguay adopts measures to control liquidity and lower inflation  

Chile and Peru continue with their normalization of monetary policy 

Fujimori continues to move up in the polls  

A new gas field increases Argentina’s reserves 

Brazil approves an increase in payment for Paraguay’s electricity 

Chart 1        
Weekly performance of Latin American currencies 
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Markets 
 

Global events qualified by local factors determine the appetite for assets and 
lead to mixed results in currencies in the region 
 

Although cyclical global and sovereign news continue to determine the appetite for financial 
assets in the region, last week local events marked the difference on the region's foreign-
exchange markets. On the global level, higher than expected inflation in China, far from the 
authorities' comfort levels, generated expectations of more restrictive measures in the economy 
and led to an adjustment in commodity prices. Combined with uncertainty about sovereign debt 
in Europe and mixed data on U.S. recovery and inflation, this led the MXN and BRL to continue 
depreciating, although at a slower rate. Intervention in the foreign-exchange market was 
particularly strong in Brazil (USD 1.4 billion), despite a moderation in capital inflows, according to 
the weekly report on foreign-exchange transactions (USD 7,620m). 

 

Of particular note was the depreciation over the week of the Colombian peso (COP), which in 
this respect was lagging behind the other currencies in the region. This movement, which may 
continue over the next few days, can be explained by global factors and the purchase of USD by 
the government. In Argentina, the Central Bank once more bought dollars and showed its 
intention to maintain the exchange rate stable. 

 

In Chile, expectations of an increase in the benchmark rate and the assessment of the language 
used in the statement led to a slight appreciation in the currency, even after the downward 
adjustment in the copper price. In Peru, news on the electoral front, combined with expectations 
of an increase in the benchmark rate, pushed the PEN up over the week. 
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Highlights 
Economic activity up in the first quarter 

Retail sales in Brazil were up 1.2% m/m in March and 2.3% q/q, picking up their pace on Q410 
(1.5% q/q). Formal employment was up in Peru by 5.5% y/y in January, while in Colombia bank 
lending was up 20.5% y/y in March, and 1.3% of GDP higher than the level at the close of 2010. In 
Mexico industrial production fell back by 0.2% m/m in March, in line with a seasonal adjustment 
and within the moderate trend for the year.  

Uruguay adopts measures to lower liquidity and inflation  

The Central Bank of Uruguay increased average reserve requirements for peso deposits by 3 pp, 
and 5 pp for dollar deposits. In addition, it created marginal reserve requirements on average 
deposits for April 2011, setting them at 15% for pesos and 27% for USD. The marginal reserve 
requirements will receive a similar remuneration to the deposit rate in the banking system. 

Chile and Peru continue with their normalization of monetary policy 

In Chile, the Central Bank surprised the market raising the policy rate by 50 bps to 5%. In Peru, in 
line with expectations, the Central Bank raised the rate 25 basis points to 4.25%. 

Fujimori continues to move up in the polls  

The latest Ipsos-Apoyo poll (May 8) .showed that support for Keiko Fujimori continues to rise, 
and is now 41%, while. Ollanta Humala remains at 39%.  

A new gas field increases Argentina’s reserves 

YPF-Repsol has discovered an unconventional gas field (shale gas) with a potential production of 
150m barrels. This would increase YPF’s reserves by 35% and those of Argentina by 8%.  

Brazil approves an increase in payment for Paraguay’s electricity 

On Wednesday the Brazilian Senate approved an increase from USD 120m to USD 360m in the 
payment made to Paraguay for its surplus power from the Itaipu hydroelectric plant. The 
government will propose a law to distribute the additional USD 240m through a socio-economic 
development fund with four key elements: social investment (USD 100m), infrastructure (USD 
100m), human capital (USD 20m) and a stabilization fund (USD 20m). 

 

Chart 2        
Chile: Reference interest rate (%)     

Chart 3    
Peru: Reference interest rate (%) 
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Calendar: indicators  
 

Next Week: 16 - 20 May 2011Next Week: 16 - 20 May 2011Next Week: 16 - 20 May 2011Next Week: 16 - 20 May 2011
ArgentinaArgentinaArgentinaArgentina DataDataDataData PeriodPeriodPeriodPeriod ForecastForecastForecastForecast ConsensusConsensusConsensusConsensus PreviousPreviousPreviousPrevious CommentCommentCommentComment

Economic Activity Monthly Estimator 20-May  Mar 11 8.1% y/y 8.2% y/y 8.7% y/y

Industrial Monthly Estimate 20-May  Apr 11 8.3% y/y 8.3% y/y 8.4% y/y

Unemployment Rate 20-May 1Q 11 7.9% 7.7% 7.3% Seasonal effects in the unemployment rate

ChileChileChileChile DataDataDataData PeriodPeriodPeriodPeriod ForecastForecastForecastForecast ConsensusConsensusConsensusConsensus PreviousPreviousPreviousPrevious CommentCommentCommentComment

Quarterly economic indicators 18-May 1Q 11

ColombiaColombiaColombiaColombia DataDataDataData PeriodPeriodPeriodPeriod ForecastForecastForecastForecast ConsensusConsensusConsensusConsensus PreviousPreviousPreviousPrevious CommentCommentCommentComment

Imports 17-May  Mar 11 28.0% y/y 29.1% y/y Purchases of transport goods drove imports in march.

Trade balance 17-May  Mar 11 USD 100 millions USD 362.6 millions High commodity prices can achieve a surplus.

Building permits 17-May  Mar 11 25.0% y/y 63.4% y/y  Residential sector will lead growth in 2011.

Industrial production 19-May  Mar 11 2.6% y/y 2.4% y/y  Moderate growth in the industry for heterogeneity among industries.

Retail sales 19-May  Mar 11 11.4% y/y 13.2% y/y  Show the strength of consumption.

MexicoMexicoMexicoMexico DataDataDataData PeriodPeriodPeriodPeriod ForecastForecastForecastForecast ConsensusConsensusConsensusConsensus PreviousPreviousPreviousPrevious CommentCommentCommentComment

IGAE 19-May  Mar 11 -0.1mom (3.3% yoy) 0.3% (4.6% yoy)

We expect some moderation in activity linked to the decline in March in

the industry and the beginning of lower growth in the number of job

creation

GDP 19-May 1Q 11 1.1 qoq (5.6% yoy) 1.3% t/t (4.4% yoy)

While the 1Q11 was somewhat better than initially expected, at the end of

the period we observe moderation in most areas, so do not rule out that

growth is still somewhat lower.

PeruPeruPeruPeru DataDataDataData PeriodPeriodPeriodPeriod ForecastForecastForecastForecast ConsensusConsensusConsensusConsensus PreviousPreviousPreviousPrevious CommentCommentCommentComment

GDP (yoy, %) 16-May  Mar 11 7.7% 8.5% 8.5%
Growth is expected to moderate in March, mainly related to the 

Construction sector and to Primary sectors

Business confidence index 20-May  Apr 11 65
Uncertainty due to political elections could have negatively affected 

business confidence in April

VenezuelaVenezuelaVenezuelaVenezuela DataDataDataData PeriodPeriodPeriodPeriod ForecastForecastForecastForecast ConsensusConsensusConsensusConsensus PreviousPreviousPreviousPrevious CommentCommentCommentComment

GDP 17-May 1Q 11 3,9% yoy 0,6% yoy Leading indicators support the economic recuperation expected

Commercial Balance 17-May 1Q 11 USD 8.661 MM USD 6.495 MM Crude oil prices improve the balance of payment forecast

Source: BBVA Research

 

 
 
 
 
 
 
 

Calendar: holidays 
No holidays in the region 
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Market Data 
      Close Weekly change  Monthly change Annual change 

3-month Libor rate 0.26 -1 -2 -18 

2-yr yield 0.55 0 -17 -23 U
S

 

10-yr yield 3.22 7 -24 -23 

3-month Euribor rate 1.42 0 9 74 

2-yr yield 1.81 5 -5 126 In
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10-yr yield 3.14 -3 -30 28 

Dollar-Euro 1.429 -0.8 -1.1 15.0 

Pound-Euro 0.88 -0.1 -1.2 3.0 
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Swiss Franc-Euro 1.26 -0.1 -2.5 -10.0 

Argentina (peso-dollar) 4.08 0.0 0.6 4.7 

Brazil (real-dollar) 1.62 0.7 1.7 -10.1 

Colombia (peso-dollar) 1800 1.9 -1.1 -8.8 

Chile (peso-dollar) 467 -0.3 -1.0 -12.6 

Mexico (peso-dollar) 11.63 0.1 -1.5 -7.3 
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Peru (Nuevo sol-dollar) 2.77 -0.8 -1.6 -2.5 

Japan (Yen-Dollar) 80.52 0.2 -3.9 -12.6 

Korea (KRW-Dollar) 1086.55 0.7 -0.2 -5.0 
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Australia (AUD-Dollar) 1.070 -0.4 1.9 20.4 

Brent oil ($/b) 114.3 4.7 -7.0 48.1 

Gold ($/ounce) 1514.3 1.2 3.9 22.8 

C
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. 
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 %
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 Base metals  602.7 -0.1 -5.1 22.9 

Ibex 35 10497 -1.1 -2.7 12.7 

E
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EuroStoxx 50 2926 -0.9 -0.8 11.1 

USA (S&P 500) 1349 0.6 2.6 18.8 

Argentina (Merval) 3390 2.2 -0.5 53.2 

Brazil (Bovespa) 64003 -0.6 -3.7 0.9 

Colombia (IGBC) 14277 3.1 0.1 16.8 

Chile (IGPA) 23013 1.0 4.2 28.1 

Mexico (CPI) 35161 -0.1 -5.9 10.5 

Peru (General Lima) 21484 -1.3 15.4 41.4 
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Venezuela (IBC) 77434 0.8 10.0 24.0 

Nikkei225 9649 -2.1 0.1 -7.8 
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HSI 23163 0.0 -4.0 15.0 

Itraxx Main 97 1 0 -12 
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Itraxx Xover 358 4 -11 -154 

CDS Germany 39 0 -3 -9 

CDS Portugal 627 -8 52 389 

CDS Spain 242 0 20 63 

CDS USA 43 0 1 --- 

CDS Emerging 206 -1 8 -45 

CDS Argentina 587 -4 35 -344 

CDS Brazil 103 -1 -4 -28 

CDS Colombia 102 2 2 -56 

CDS Chile 60 0 1 -29 
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CDS Mexico 99 -1 -1 -29 
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CDS Peru 135 -2 -14 5 

Source: Bloomberg and Datastream 
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Charts 
Chart 4        
Stock markets (base index Jan09 = 100)     

Chart 5    
Stock markets (base index Jan09 = 100) 
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Source: Datastream and BBVA Research     Source: Datastream and BBVA Research 

Chart 6        
Exchange rates (base index Jan09 = 100)     

Chart 7    
Exchange rates (base index Jan09 = 100) 
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Source: Datastream and BBVA Research     Source: Datastream and BBVA Research 

Chart 8        
Credit Default Swaps (levels)     

Chart 9    
Credit Default Swaps (levels) 
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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 regarding the date of issue of the report and are 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 specialized advice as may be 
necessary. The contents of this document is based upon information available to the public that has been obtained from sources considered to be reliable. 
However, such information has not been independently verified by BBVA and therefore no warranty, either express or implicit, is given regarding its accuracy, 
integrity or correctness. BBVA accepts no liability of any type for any direct or indirect losses arising from the use of the document or its contents. Investors 
should note that the past performance of securities or instruments 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 should be aware 
that they could even face a loss of their investment. Transactions in futures, options and securities or high-yield securities can involve high risks and are 
not appropriate for every investor. Indeed, in the case of some investments, the potential losses may exceed the amount of initial investment and, in 
such circumstances, investors may be required to pay more money to support those losses. Thus, before undertaking any transaction with these 
instruments, investors should be aware of their operation, as well as the rights, liabilities and 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 related thereto or to their shareholders, 
executives or employees, or may have interests or perform transactions in those securities or instruments or related investments before or after the 
publication of this report, to the extent permitted by the applicable law. 

BBVA or any of its affiliates´ salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to its clients 
that reflect opinions that are contrary to the opinions expressed herein. Furthermore, BBVA or any of its affiliates’ proprietary trading and investing businesses 
may make investment decisions that are inconsistent with the recommendations expressed herein. No part of this document may be (i) copied, photocopied 
or duplicated by any other form or means (ii) redistributed or (iii) quoted, without the prior written 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”), (ii) are persons falling 
within article 49(2) (a) 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. Any investment or investment activity to which this document relates is available only to 
relevant persons and will be engaged in only with relevant persons.The remuneration system concerning the analyst/s author/s of this report is based on 
multiple criteria, including the revenues obtained by BBVA and, indirectly, the results of BBVA Group in the fiscal year, which, in turn, include the results 
generated by the investment banking business; nevertheless, they do not receive any remuneration based on revenues from any specific transaction in 
investment banking. 

BBVA is not a member of the FINRA and is not subject to the rules of disclosure affecting such members.  

“BBVA is subject to the BBVA Group Code of Conduct for Security Market Operations which, among other regulations, includes rules to prevent and 
avoid conflicts of interests with the ratings given, including information barriers. The BBVA Group Code of Conduct for Security Market Operations is 
available for reference at the following web site: www.bbva.com / Corporate Governance”. 

BBVA is a bank supervised by the Bank of Spain and by Spain’s Stock Exchange Commission (CNMV), registered with the Bank of Spain with number 0182. 

 


