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LATAM Market Update  

 Chile: Monthly GDP growth in June will be around 2.0%—finishing 

a disappointing first semester; Private job destruction in 

Manufacturing compensated by public jobs and self-employment  

 Colombia: June’s urban unemployment rate improved  

  Mexico: The economy is stagnating, albeit avoiding a technical 

recession; Public finances report showed that revenues and 

expenditures continued to lag in June 

 

MONTHLY GDP GROWTH IN JUNE WILL BE AROUND 2.0%—FINISHING A 

DISAPPOINTING FIRST SEMESTER. ACTIVITY: (LOW) GDP GROWTH 

PAVES THE WAY FOR A NEW CUT OF 25 BP  

We are on the last record that would disappoint expectations. Sectoral indicators 

known yesterday signal a GDP growth of around 2% y/y for June, which would 

leave the second quarter with an expansion of 2.2% y/y, below what is anticipated 

by the Survey of Economic Expectations (EEE) of 2.4% y/y. The under expected 

GDP growth in June and the private job destruction observed in the second quarter 

pave the way for a cut of 25 bp by the Central Bank in its September meeting.  

Manufacturing production continues underperforming with a contraction of 5.4% 

y/y (Scotiaf -4.5%) marking the main sectorial disappointment for analysts who 

expected just a slight negative (-2.1%). The main negatives came from food and 

chemical substances. However, there is a fairly low performance of manufacturing 

in general, particularly of industrial exports. The positive notes came from the 

production of metal products linked to the construction sector. The preliminary data 

for July shows a strong recovery in industrial exports. 

Mining activity showed a null expansion in June, slightly below our forecast  

(Scotiaf: 1% y/y). This print marks the beginning of the recovery in mining 

production, after a couple of months with lower than expected variations. Better 

bases of comparison, along with the absence of negative supply shocks, would 

boost mining activity in the second part of the year. June was characterized by a 

positive variation in non-metallic mining activity, which grew 19.1% y/y (incidence 

of +0.6pp), but this expansion was offset by the decrease in metallic activity, which 

fell 0.6% y/y (incidence of –0.6pp). 

Retail sales, according to our transaction indicators, contracted 0.5% y/y in June, 

with a minor expansion of retail sales excluding cars (0.5% y/y). We will know this 

figure on Friday, but it does not change our expectation for the last month of the 

first semester characterized by relevant downward adjustments in growth 

expectations for the whole year. 

July will change the (negative) mood of many. The first semester showed a 

significant contraction in mining in conjunction with other supply shocks from 

primary sectors. All these supply factors explain a significant proportion of the low 

GDP growth of the first semester (1.9% y/y), as well as high bases of comparison 
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after having seen these same supply factors explaining the high dynamism of the first half of 2018. For July, with 2 more business 

days, we anticipate an expansion of no less than 4.5% y/y (4.3% saar) which, if  materialized, will probably be a pleasant surprise 

for the large group of analysts who have corrected their annual growth expectations. In fact, the EEE anticipates a 3.5% expansion 

for 3Q19 that we anticipate will be widely exceeded (Scotiaf GDP growth around 4.5% y/y in 3Q19). 

Part of the positive surprise will come from the mining sector which, together with more favourable bases of comparison  and 

greater copper extraction, would begin to contribute positively during the second part of the year. Indeed, electricity generation 

data of July show a higher demand from mining zones. 

Labour market deteriorates again: Manufacturing and retail sectors lay off employees 

Unemployment remained stable at 7.1% in June, aligned with its seasonal patterns but in the upper bound 

of historical prints. Employment and labour force increased 1% y/y, showing a deceleration with respect to the previous quarter. 

The employment creation in public services and higher self-employment offset the job destruction in private wage-earners. 

Employment growth is characterized, once again, by the high contribution of public jobs (public administration and 

healthcare). This growth is partially offset by the disappointing performance of manufacturing, which saw a decrease of more than 

22 thousand jobs y/y. Note that the negative contribution in manufacturing is caused by private wage-earners. On the other hand, 

retail sales showed a positive contribution for the first time since June 2018. This was the result of high creation of self-

employment jobs, at the expense of private wage-earners. All in all, we continue observing destruction in private wage-earners. 

COLOMBIA: JUNE’S URBAN UNEMPLOYMENT RATE IMPROVED  

Unemployment deteriorated in June again for nationwide measure, but the urban figure improved. Nationwide unemployment 

came in at 9.4% (June-18 was 9.1%), while urban unemployment (13 cities) came in at 10.7% (June-18, 11.1%). Labour force 

participation fell to 63.5% (June-18 64,1%) for nationwide and fell to 66.1% from 66.4% for urban reference. 

Unemployment data have strong seasonality. Therefore it is better to analyze seasonally adjusted series. This measure showed a 

positive behaviour for nationwide and for the urban figure (10.0% vs 10.4% on May 19 for nationwide, and 10.7% vs 11.6% on 

April 19 for urban). It is worth saying that although June unemployment continued to decouple from the domestic demand recovery 

seen other coincident indicators like retail sales, energy demand, and capital imports, there are some signals of improvement. 

The labour creation increased in the urban area (+1.2% y/y), especially in sectors such as construction, personal services and 

transport, while employment creation fell in manufacturing activities again. On the other hand, employed population in the rural 

sector deteriorated a bit (-0.1% y/y), due to a fall in real estate activities. Having said that, a rather positive signal came from 

agricultural sector with an increase in employed population on y/y basis. According to the press conference, the recovery was due 

to the end of a winter cycle that affected agricultural activities. In addition, although employment growth was -1.6% y/y, it is 

interesting that wage employment continues with solid growth (1.0% y/y in June) while informal employment (self-employment) is 
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falling at a 2.2% y/y pace. Formal employment dynamics throughout the year is positive news and allow us to anticipate an 

improvement in labour quality and at the end better employment data.  

On monetary policy, employment data support our call that BanRep will not hike the monetary policy rate (MPR) in 2019 to boost 

economic activity, and will wait for more economic activity information while keeping its neutral-dovish tone. 

 MEXICO: THE ECONOMY IS STAGNATING, ALBEIT AVOIDING A TECHNICAL RECESSION 

According to the advance real GDP estimate, the economy contracted -0.7% y/y in 2Q19, down from the 1.2% expansion 

registered in 1Q19 and well below market expectations (-0.3%). On a seasonally adjusted basis, the Mexican economy grew by 

only 0.1% q/q, following a -0.2% contraction exhibited in 1Q19. Although this print dodged a technical recession anticipated by 

economic analysts and market participants (-0.3%), there is no reason to consider this was a positive result as economic activity 

remains in extremely weak levels. The unexpected recovery was driven by a modest growth in services (0.2% q/q), which partially 

offset the flat print in industrial activity and the decline in agricultural sector (-3.4%). 

Public finances report showed that revenues and expenditures continued to lag in June 

The Ministry of Finance released its report on public finances and public debt as of 2Q19. Overall, public revenues and 

expenditures continued to lag in June, relatively in a more marked way in the latter in order to maintain fiscal discipline. In this 

respect, budgetary revenues amounted to MXN 2.62 trillion and were MXN 68.4 billion lower than those expected in the program. 

On the other hand,  public expenditure stood at MXN 2.77 trillion and were MXN 174.5 billion lower than those approved by 

Congress. Overall, public balances continued to be consistent with the fiscal targets in 2019. The primary surplus, which is the 

main anchor to stabilize public debt, stood at 0.9% of GDP, in line with its annual target of 1.0% of GDP. Looking forward, although 

the reduction in public revenues is mainly explained by lower oil revenues, risks of further economic deceleration may have second 

order effects on tax revenues, particularly if the government continues to cut public expenditure to adhere to fiscal targets. 
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