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LATAM Market Update  

 Colombia: Banrep keeps its MPR, no cuts are expected 

 Mexico: 1Q19 Aggregate demand & supply confirm that economic 

activity continues to slowdown 

 Peru: Incipient progress on political reform in Congress helps reduce 

political tension 

 

COLOMBIA: BANREP KEEPS ITS MPR, NO CUTS ARE EXPECTED 

Banrep kept its monetary policy rate (MPR) at 4.25% in a unanimous decision, 

meeting market consensus; this marks the fifteenth month it has been kept at the 

same level. 

The communiqué did not give much information on future scenarios for the policy 

rate. According to the communiqué, the Board continues to see mix signals; on 

one side headline inflation deviated from target and has increased 30bps in three 

months, but on the other side, the uncertainty about the output gap and the effects 

of international conditions on local activity raised concerns around economic 

activity recovery. Worth to note, despite the fact that in recent weeks there was a 

big debate on economic activity, started by Governor Echavarría that would imply 

downwards economic activity revisions for 2019, BanRep did not change 

economic growth expectations for 2019 (3.5% FY19, above market expectations). 

In the post-meeting press conference Echavarría said that the Board is not 

discussing the possibility of reducing interest rates in the short term, despite 

developed-countries central banks dovishness. Additionally, the resumption of the 

International Reserves Purchase Program through put options was not announced 

(also expected). Echavarría argued that the Board is studying whether the put 

options auction program had any speculative effect on the FX market. In a 

preliminary study, BanRep said put options had an effect of 60 pesos in the 

exchange rate. 

Bottom line, the June monetary policy meeting confirmed that BanRep is in a 

passive mode and will try to keep the MPR in expansionary mode for longer. 

Uncertainty about growth perspective and temporal deviations of inflation from 

target helped Banrep to be patient and leave the MPR constant and to not 

consider, neither rate cuts nor hikes in the short term. 

MEXICO: 1Q19 AGGREGATE DEMAND & SUPPLY CONFIRM THAT 

ECONOMIC ACTIVITY CONTINUES TO SLOWDOWN 

In 1Q19, non-seasonally adjusted figures exhibited a deceleration on aggregate 

demand and supply for a third quarter in a row, from 2.7% y/y in 4Q18 to 1.4% y/y 

in 1Q19, their weakest growth in 5 years. On the supply side, the results were 

driven by a slowdown in GDP, from 1.7% y/y in 4Q18 to 1.2% y/y in 1Q19. On the 

demand side, both private consumption and exports slowed their growth pace 

from 1.4% and 3.9% in 4Q18, to 1.1% and 2.9%, respectively; meanwhile, gross 
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fixed capital investment continued to shrink, recording a -0.9% y/y contraction (vs. -2.2% y/y in the previous quarter). Thereby, 

uncertainty from various fronts, prompted from both external and internal factors, continues to weigh on economic agents’ 

sentiment, and in the short-term it seems that there are signals of a greater-than-expected deceleration. 

PERU: INCIPIENT PROGRESS ON POLITICAL REFORM IN CONGRESS HELPS REDUCE POLITICAL TENSION 

A Congressional committee approved a slightly modified version of one of the six political reforms submitted by the Vizcarra 

government. The bill lowers the threshold to form a political party. If approved, to form a party will require registering the names of 

supporters that comprise 0.1% of the voting population, or around 20,000 people. In the government’s version, the threshold had 

been 14,000 people. Either way, it is a significant change from the current law, which requires that 750,000 signatures be 

garnered. More importantly, however, is that this is the first clear show of progress in Congress on political reforms, and, as a 

result, helps to de-escalate the tension between the government and Congress on this issue. At least for the time being, as this is, 

perhaps, the least controversial of the reform issues. The bill must still be submitted to a full floor vote before becoming law.  
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