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Chart 1  
Weekly changes in LatAm currencies 
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Markets 
Sovereign tensions are heightened with the uncertainty about the second 
Greek bailout, falls in credit ratings in Europe and the Fed's statements   
There were episodes of volatility and flows to safe-haven assets last week as a reaction to the 
lack of conclusions on the second Greek bailout plan, Moody's downgrades of Portugal and 
Ireland to under investment grade, and the U.S. credit rating being put under review. However, 
although Fed Chairman Bernanke's statements highlighted the level of uncertainty with respect 
to the labor market, they left the door open to any additional quantitative stimulus that may be 
necessary and led to a recovery in the main risk assets. Despite this, the Fed Chairman's vision 
continues to be one of recovery for the rest of the year, and we do not see clarity in the greater 
appetite for risk derived from a QE3.      
 
The performance of Latin American currencies was mixed last week. The BRL and MXN 
depreciated by over 1% in response to the elements of risk aversion mentioned earlier. Also 
affecting the BRL were the measures announced by the Central Bank increasing reserve 
requirements for banks in their short positions, combined with a more interventionist language 
by the Ministry of Finance. The MXN continued to show greater sensitivity to elements linked to 
the U.S. economic cycle. The CLP was down by around 0.3% in reaction to the fall in copper 
prices, while the COP continued to perform positively as a result of portfolio inflows due to the 
credit upgrade of a few weeks earlier. Meanwhile, the PEN ended the week up 0.3%, despite 
interventions by the Central Bank.  
 
The start of the reporting season may show weaker results in 2T11 in the U.S. 
Against this background, the performance of global stock markets has been markedly negative, 
though Latin America stood out thanks to the upturn in some commodity prices in reaction to 
growth figures from China. 
The reporting season begins in the U.S. with expectations that 2Q11 will be weaker, and a growth 
in EPS of around 12%. In any event, we believe that in investors' minds the reports will remain in 
the background behind the situation of the U.S. and Europe. Nevertheless, in the environment of 
weakness, the maintenance of the growth trends could be key for the stock markets to confirm 
the floors tested recently. 

Chart 2  
LatAm Stock Market Monitor 
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Highlights 
The Central Bank of Chile maintains its interest rate at 5.25% 
The Central Bank of Chile made a pause in its monetary adjustment temporarily by maintaining 
the benchmark rate at 5.25%, in line with expectations. It pointed out that this did not mean an 
interruption of the process in which we expect the MPR to reach 5,75%. 
Exchange rate measures in Brazil and Peru 
The central banks are taking measures to limit the appreciation of their currencies. In Brazil the 
bank reserve requirements were raised to remove incentives for short dollar positions, and 
additional measures have not been ruled out. In Peru, the Central Bank resumed its interventions 
on foreign-exchange markets by buying USD 172m over last week. 
Positive surprise in industrial output in Mexico, sales in Brazil in line with 
expectations 
Mexican industrial output figures came as a positive surprise in May, growing by 1.1% m/m (4.4% 
y/y), and significantly above forecasts (0.3% m/m BBVA Research). Retail sales in Brazil were up 
0.6% m/m (6.2% y/y) in May, in line with expectations. In Colombia vehicle sales moderated 
slightly (up 32.6% y/y) in June. 
Inflation forecast: down in Chile and Peru, up in Colombia. 
In Chile, inflationary expectations for December 2011 fell slightly to 4% y/y, although they remain 
within the upper limit of the Central Bank's target range. In Peru, they also fell to 3.2% (May: 3.4%) 
after downward surprises in the 2 previous months, but they are still above the upper range. In 
Colombia, expectations increased to 3.3% y/y (June: 3.2%), although they continue in line with the 
Central Bank targets.  
Accumulated trade surplus of USD 2.3 billion to May in Colombia 
There was a trade surplus of USD 500 million in May, supported by oil price expectations (91.4% 
y/y) and a moderate recovery in industrial products. These exports offset the 35.0% y/y increase 
in imports. 
The Central Bank of Venezuela reduces the legal reserve requirements for 
banks to finance housing 
The amount of the reduction (3 pp) must be allocated to the purchase of Bandes bank 
certificates to finance the Great Housing Mission program. Banks that do not participate will have 
a legal reserve requirement of 23%. We expect that most banks will participate in the program to 
avoid the increase in legal requirements, given their limited impact on liquidity. 
 

Chart 3  
Economic activity (% m/m)     

Chart 4 
Monetary policy rate in Chile 
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Calendar: indicators  
 

Next Week: 18 - 22 July 2011
Argentina Data Period Forecast Consensus Previous Comment
Monthly Economic Activity Estimator 18-Jul May 2011 6,5% y/y 7,0% y/y 7,1% y/y
Industrial Monthly Estimate 22-Jul Jun 2011 8,5% y/y 7,9% y/y 9,2% y/y

Trade Balance 22-Jul Jun 2011 USD 846 MM USD 970 MM
USD 1680 
MM

Brazil Data Period Forecast Consensus Previous Comment
Economic Activity Index (18-22)-Jul May 2011 0.44% m/m

Unemployment rate 19-Jul Jun 2011 6,4%
Markets will remain very focused on labor market indicators as they will 
be key to determine the pace of economic slow down.

Colombia Data Period Forecast Consensus Previous Comment

Industrial production 19-Jul May 2011 5.8% yoy 2.0% yoy
Indicators suggest that the low growth in industrial production in 
March and April was transitory.

Retail sales 19-Jul May 2011 16.7% yoy 23.2% yoy
A more balanced behavior by type of goods can maintain high growth 
rates in sales.

Building permits 21-Jul May 2011 25.0% yoy 45.4% yoy
Expected moderation in growth rates due to depletion of change 
regultario this year.

Mexico Data Period Forecast Consensus Previous Comment

Unemployment Rate 21-Jul Jun 2011 5,30 NA 5,50
With the good performance of industry in the last months,
unemployment rate should diminsh in the second half of the year.

Inflation 22-Jul
July's first 
fortnight 

0..21% f/f 
(3.43% y/y)

0.2% f/f
0% m/m 
June

After four mobths without inflationary pressures, some Non-Core
Factors -mostly agricultural prices- will cause slight upwards pressure
since July. 

Peru Data Period Forecast Consensus Previous Comment
Banking system credit (yoy % change) (18-22)-Jul June 2011 21,9%
Public Investment (real yoy % change) (18-22)-Jul June 2011 0

Venezuela Data Period Forecast Consensus Previous Comment

Unemployment rate 22-Jul June 2011 8,1% 8,4%
We expect an slow down on the unemployment rate due to a better 
activity indicators in the quarter

Source: BBVA Research
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Brazil: SELIC rate publication (July 20) 
Forecast: 12.5% Consensus: 12.5% Previous: 12.5%  
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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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Chart 6  
Exchange rates (base index Jan09 = 100)  

Chart 7 
Exchange rates (base index Jan09 = 100) 
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Chart 8  
Credit Default Swaps (levels)  

Chart 9 
Credit Default Swaps (levels) 
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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. 
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