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LATAM Market Update  

 Mexico’s Central Bank Survey of Expectations 

 Peru: There has been a lot of info out over the weekend to digest; In a 

nutshell, inflation up, GDP weak, public investment down 

 

MEXICO’S CENTRAL BANK SURVEY OF EXPECTATIONS 

The results of the May survey of expectations conducted by Mexico’s Central 

Bank (Banxico) signaled that analysts in the economic private sector are less 

optimistic for the economic outlook. The average growth forecast for Mexico's 

GDP in 2019 was revised downwards for the 8th consecutive month, now at 1.32% 

from 1.52%. This represents the lowest rate of expansion since it began collecting 

information for 2019. By 2020, the expected growth remained stable at 1.72%. 

Regarding the general inflation expected at the end of 2019 and 2020, 

expectations increased to 3.75% and 3.65%, respectively. Projections for the 

exchange rate at the end of 2019 remained below the barrier of 20 pesos per 

dollar. For 2020, the forecasts increased slightly to levels of 20.4 pesos per dollar. 

As for the monetary policy, the majority of respondents continue to expect that 

until the third quarter of 2019, the interbank funding rate will be located at a level 

equal to the current target rate of 8.25%. And for the fourth quarter of 2019, the 

preponderant fraction corresponds to those that expect an interbank funding rate 

below the current target. In relation to the major risk factors for growth in the short 

term, were again identified, those related to governance (40% of respondents) 

and domestic economic conditions (32%). Particularly and in order of importance, 

the internal political uncertainty (18%), the problems of public insecurity and the oil 

production platform (15% in both cases) occupied the first positions. 

PERU: THERE HAS BEEN A LOT OF INFO OUT OVER THE WEEKEND TO 

DIGEST. IN A NUTSHELL, INFLATION UP, GDP WEAK, PUBLIC 

INVESTMENT DOWN 

Inflation rose 0.15% in May, exactly in line with our expectations (we get it right 

every now and then). This took 12-month inflation up a notch from 2.6% to April, to 

2.7% in May, although this simply reflected that a base effect, since monthly 

inflation in May 2018 was nil. May will be the last month in which there is a low, 

sometimes negative, 2018 base effect driving 2019 inflation higher. Beginning in 

June, inflation should start declining, to end the year around our estimate of 2.4% 

for full-year 2019. The pass-through of FX depreciation to inflation is likely to be 

mild going forward, as long as the current PEN depreciation is kept within the 

usual bounds of the last decade or so. The Central Bank is fully aware of the 

temporary nature of the increase in inflation, and should not modify its policy of 

maintaining the reference rate stable at 2.75%. However, with GDP weaker than 

expected, private investment negative, political risk rising and global events 

impinging on metal prices, we’re starting to wonder if there isn’t some downside 

risk to the reference rate over the next 12 months. 
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Sector data for April GDP has begun to be released. In general, the data points to another fairly weak month, although in line with 

expectations. Note that this year, April has fewer working days due to Easter. Among the highlights:  

 Cement consumption up a modest 2.5%, y/y. 

 Electricity: 3.2%, also modest. 

 Fishing, down a huge 60%, as the fishmeal season was delayed to May. Although fishing has a low weight, the magnitude of 

the decline is large enough to impact the aggregate GDP growth figure. 

 Mining, down 1.7%, in line with expectations, as there were no new operations to compensate for mine depletion, lower ore 

grades and special cases (iron—environmental damage penalization). 

 Oil & Gas, fell 9.0%. 

 Exports volume was down 3.3%. Although the decline was in a diversity of products, the largest contribution was from lower 

fishmeal exports linked to the seasonal delay. 

 Imports fell a marginal 0.1% (on partial information), mostly in consumer goods, although there is a base comparison effect 

due to anticipation of the World Cup in April 2018. 

In May, public investment fell a worrisome 30.6%, y/y. This is based on information supplied by the Ministry of Finance, which 

reflects disbursements, and which can differ significantly from the official figure provided by the Central Bank that reflects actual 

investment spent. Even so, the information is useful in viewing trends. Local government (municipalities) investment fell a 

notorious 61%, and regional government investment was down by 15%. The 19% increase in national government investment was 

not nearly enough to compensate. A couple of things to bear in mind. First, although national government investment has been 

healthy in recent months, the fact that it is not compensating for regional and local government investment (two-thirds of total) 

shows to what extent fiscal policy is not in the hands of the Vizcarra government. Second, aggregate public investment, as 

measured by the Ministry of Finance, has been volatile, increasing 20% in April and falling 30% in May. One might infer from this 

that it might be best not to draw hard conclusions from the May figure. And there is some truth in this. However, it is also true that 

April’s strong regional government investment figure was due to only one regional government (Ucayali), which may have 

concluded its short-term investment projects. In any event, one cannot really rely on a significant improvement in overall 

government investment in 2019. 
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