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The decision taken to narrow the tolerance range from 2pp to 1.5 pp while maintaining the 4.5% target for
2017 reinforces the BCB’s commitment to bring down inflation. Meanwhile, unemployment increased to
6.7% while employment remained unchanged. We expect private consumption to contribute negatively to
GDP growth in 2Q15

Brazil - 2017’s inflation target ceiling was adjusted downwards to 6.0%
from 6.5% 
While keeping the central inflation target for 2017 at 4.5%, the National Monetary Council reduced the
tolerance range from 2.0pp to 1.5pp. This implies that the target range will be 3.0% to 6.0% in 2017 rather
than 2.5% to 6.5%. The 4.5% target for both 2015 and 2016, with a ± 2pp tolerance, was kept unchanged.
The adjustment in the target for 2017 is a welcome step. It reinforces the BCB’s commitment to bring
inflation down and anchor long-term expectations. In particular, we think it will contribute to the ongoing
monetary authority efforts to bring inflation down to the central target by the end of 2016 (which is currently
its main goal). Moreover, we think this decision paves the way for an eventual decision in the coming years
to revise the central target downwards as it remains significantly above the levels used by other comparable
countries.

Brazil - The unemployment rate reached 6.7% in May
The unemployment rate increased from 6.4% in April to 6.7% in May, broadly in line with forecasts (BBVA:
6.7%; consensus: 6.6%). The current rate is significantly higher than one year ago, 4.9%, revealing a sharp
deterioration since then due to a relevant increase in the labour supply while employment remained broadly
unchanged. Another dimension of the ongoing deceleration in the labour markets is the moderation in real
wages, which have been declining in monthly terms since the end of 2014 (in May the reduction was equal
to 1.9% MoM). Average wages now stand 5.0% under the levels observed one year ago. Therefore, given
this slowdown in both margins (wages and employment), the real wage bill, which serves as a good proxy
for private consumption, declined 1.8% MoM / 5.8% YoY in May. All in all, the labour market figures suggest
that private consumption will contribute negatively to 2Q15 GDP growth (as it did in 1Q15).

What to watch today

Chile - Monetary policy meeting (June, 07:30hrs NYT)
We expect the minutes to reveal the Board’s assessment and the arguments that prevailed in the latest
pause in policy rates. We believe the minutes will probably highlight the retreat of annual inflation and wage
figures towards the end of the year, in a context of slack in domestic demand.
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Mexico - Trade balance (May, 8:00hrsNYT)
We expect that May´s trade balance will show a deficit of -USD190mn due to the fact that exports could post
an annual decrease of 4.7% (-53.5% decrease of oil exports and a 1.4% annual growth of non-oil exports)
while imports should only decrease 3.7% on an annual basis. 

Calendar indicators

Source: Bloomberg and BBVA Research
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Most recent Latam reports
Date Description
06.24.2015 Brasil: COPOM still sees 2016 inflation above 4.5%; monetary tightening to

continue ahead
06.24.2015 Mexico Outlook
06.24.2015 Chile: Inflation to come up at 0.3% MoM (4.3% YoY)
06.19.2015 Mexico: IGAE should improve in April due to service sector
06.19.2015 Chile: Our monetary policy forecast is neutral 
06.16.2015 Chile: Labour market reform, still work to do
06.15.2015 Peru: GDP accelerates in April reaching 4.3% YoY
06.12.2015 Mexico: Inflation touches historical low and industrial activity begins slow in the 2

Q15
06.12.2015 Colombia: GDP growth surprises on the upside
06.11.2015 Peru: We expect the Central Bank to keep its monetary policy unchanged for the

remaining of the year
06.11.2015 Mexico: Industrial production contracts slightly
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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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