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LATAM Market Update  

 Colombia: BanRep keeps its MPR unchanged, as expected 

 Mexico: May’s economic activity sets another bad result and June’s 

trade balance surplus not as shiny as it appears 

 

COLOMBIA: BANREP KEEPS ITS MPR UNCHANGED, AS EXPECTED 

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

meeting market consensus. MPR marks its sixteenth month on the same level. 

The Board continues weighting two forces: the recent increase in headline 

inflation expectations and uncertainty about the ongoing economic activity 

recovery. 

No update in economic growth forecast, but a better balance is expected 

ahead of 2Q GDP 

According to the communiqué, Colombian economic indicators regarding private 

consumption, private investment, and public expending improved and bode well 

for the second quarter. During the press conference, Governor, Juan José 

Echavarría, commented that although the confidence indicators are in negative 

balances, there are favourable results in the economic activity hard data 

associated with private consumption. A fresh set of economic growth projections 

are expected in the Quarterly Inflation Report that is expected to be published 

soon. 

Rate cuts are off the table 

Both, Governor Echavarría and Minister Carrasquilla, emphasized that in today’s 

meeting rate cuts were not consider and they stated that while other emerging 

economies are cutting rates, the case of the Colombian economy is different and 

macroeconomic balance is in line with the current level of monetary policy. 

The Finance Minister considers that the MPR is congruent with growth expectation 

and considers “extremely inconvenient to discuss rate cuts” due to their effects on 

the financial market. 

Reserve Accumulation Program far from being resumed 

During the press conference, Governor Echavarría explained that the Board is 

carefully studying external conditions before resuming the Reserve Accumulation 

Program, due to a large current account deficit above 4% of GDP and possible 

adverse effects on the FX market. 

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

passive mode and will try to keep the MPR on a slightly expansionary side for 

longer. Uncertainty about 2019 economic activity growth and temporary headline 

inflation deviation from target help Banrep to be patient and leave the MPR 

constant. In fact, at the press conference, Echavarría and Carrasquilla were 

explicit that the Board is not considering rate cuts. 
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MEXICO: MAY’S ECONOMIC ACTIVITY SETS ANOTHER BAD RESULT AND JUNE’S TRADE BALANCE SURPLUS NOT AS 

SHINY AS IT APPEARS 

Economic activity monthly indicator (IGAE) printed another negative yearly change in May. Thus, confirming that economic activity 

is slowing down more than previously anticipated. May’s IGAE decreased for a second consecutive month, although it did at a 

slower pace, from -1.5% to -0.4% y/y (vs. + 2.2% a year earlier). Till May, average IGAE grew just 0.3% in the first five months of 

the year, compared to the 2.0% registered in the same period of 2018. IGAE’s results were determined, once again, by a new 

contraction in industrial activity, the seventh consecutive and the most pronounced of them, now of -3.3% y/y (vs. -2.8% in April); a 

greater moderation in agriculture, whose growth pace slumped from 1.3% to 0.5% y/y, the lowest in seven months; and a weak 

rebound in the services sector, from -0.9% to 0.9% y/y. Therefore, economic activity’s low dynamism will continue to be shaped by 

a soft services sector and an undermined industrial activity; also, it seems that this will prompt further cuts of analysts’ estimates of 

2019 economic growth.  

In June, the trade balance exhibited a higher-than-expected surplus of US$2.56 billion (vs. US$339 million of market consensus). 

Nonetheless, the result was driven by a significant contraction of imports from 0.1% to -7.8% y/y, while exports decelerated from 

6.7% to 1.2% y/y. Within imports, an overall setback was exhibited: capital goods strongly dropped 21.2% y/y (vs. -3.0% in May), 

consumption goods did so by -7.1% y/y (vs. +1.1% in May), and intermediate goods by -6.2% y/y (vs. +0.3% in May). On the other 

hand, oil exports shrank by the seventh month in a row (-20.4% y/y in June vs. -6.9% y/y in May); meanwhile, non-oil exports 

slowed down to 2.8% from 7.7% in May, as manufacture good only grew 2.9% y/y (vs. +8.0% in May) and automobile goods 

increased 4.4% y/y (vs. +16.0% in May).  
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