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LATAM Market Update  

 Colombia: Exports in August contracted 11.6% y/y; Mining and oil 

exports continued under pressure  

 Mexico: Banxico’s private sector expectations survey for September; 

Public finances balances improved in August 

 Peru: The political saga goes on, but, what does it all mean? 

 

COLOMBIA: EXPORTS IN AUGUST CONTRACTED 11.6% Y/Y; MINING AND 

OIL EXPORTS CONTINUED UNDER PRESSURE  

Colombia’s monthly exports were US$3.3bn, decreasing by 11.6% y/y. The weak 

result was due to a fall in mining exports (-21.3% y/y) which more than offset the 

exports increased in agricultural (2.3% y/y) and other sectors (41.9% y/y).  

Traditional exports contracted 17.4% y/y showing the same trend of the last three 

months. Although coffee exports grew 2.9% y/y, mining-related exports contracted 

due to both price and volume effects. In fact, Coal exports (11% of total exports) 

contracted 32.2% y/y; it is worth saying that the coal-related sector perspective is 

negative, on the local side, environmental and bottlenecks issues which have 

made production to fall for the last six quarters. Additionally, international 

conditions have worsened on the back of substitution of coal with other more 

renewable energy sources, which have made prices to fall. We don't see any 

change shortly. 

Oil-related exports (41% of total exports) contracted 16.7% y/y, especially due to 

lower prices. Non-traditional exports were US$1.28bn (-0.79% y/y), manufacturing 

exports, such as chemical products, contracted 9.9% y/y.  YTD total exports have 

decreased US$1.06bn to US$26.8bn, or -3.8%, compared with the same period of 

2018, traditional exports have contracted by 5.6% while non-traditional exports 

have contracted 0.5%. 

August’s export results support the expectation of a widening current account this 

year; the decline in exports has been explained by a decline in mining and oil-

related exports. We expect coal exports to continue deteriorating in the 

forthcoming months, while oil exports could be hurt by price effects, although oil 

production has been a bit higher this year. YTD exports have evidenced that FX 

depreciation has not helped exports as expected. Trade war, FX depreciation of 

peers and competitors and lower commodity prices (especially oil) have affected 

trade negatively in Colombia. Additionally, natural trade partners such as 

Venezuela and Ecuador, have not helped either the trade recovery in Colombia. 

All-in, Exports' behaviour is compatible with our expected current account deficit of 

4.2% of GDP. It is worth saying that the Central Bank has explicitly stated the 

external deficit as a significant concern and expects the external deficit to remain 

over 4.0% of GDP this year; factor that continues playing against possibilities of 

rate cuts.  

—Jorge Olarte & Jackeline Piraján  
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MEXICO: BANXICO’S PRIVATE SECTOR EXPECTATIONS SURVEY FOR SEPTEMBER; PUBLIC FINANCES BALANCES 

IMPROVED IN AUGUST 

At the end of the third quarter of the year, projections of the macro-financial variables exhibited a slight improvement, however, 

those related to economic activity extended their deterioration. The expected average growth for Mexico's GDP in 2019 was 

revised down for the twelve consecutive survey, now standing at 0.43% (from 0.50% reported in August), while, for next year, 

analysts are now expecting a 1.35% GDP growth (revised down form 1.39% in August). On the other hand, general inflation 

expectations at the end of 2019 were significantly reduced, by 23 basis points to 3.08%. By 2020, these softened slightly, 

remaining at levels similar to the previous survey. Regarding monetary policy, the average of respondents expects for the fourth 

quarter of 2019, a funding rate of 7.50% which is below the current target rate of 7.75%. The average for the end of 2020 remained 

unchanged from the previous survey, at 7.00%. 

In August, the main public finances balances improved over the previous month. This dynamic is explained again by a sharp cut in 

spending, which more than offset the lower oil and tax revenues. During the January-August period, the less than anticipated 

expenditure amounted to $232 billions of pesos, equivalent to 1.0% of GDP. Moreover, during the same period, the budget 

revenues were 2.1% lower in real terms than those observed during the same period in 2018, and $89.1 billions of pesos lower 

than those foreseen in the program.  

Thus, the primary balance, the main anchor for stabilizing public debt, stood at 1.1% of GDP in line with its annual goal of 1.0% of 

GDP. Although, the fulfillment of fiscal goals is supported by a strong sub-exercise of spending, which has been accentuated in 

recent months in a sensitive way to compensate for lower revenues. In this aspect, we consider that the recent dynamics of 

weakness in tax collection is mainly explained by the loss of dynamism in the economy. Therefore, tax revenues could extend their 

lag with respect to those anticipated in the program as the economy loses strength, which could possibly result in additional cuts to 

spending, with negative implications for economic activity. 

—Paulina Villanueva  

PERU: THE POLITICAL SAGA GOES ON, BUT, WHAT DOES IT ALL MEAN? 

Recent Events 

 President Martin Vizcarra dissolved Congress on Monday, and called for new Congressional elections to be held on January 

26th. 

 A majority of over 80 members of the 130 member Congress defied the dissolution and remained in session, while the other 

40+ members withdrew. 

 The members of Congress that remained voted to remove (“viciar”) Martin Vizcarra from the Presidency, and designated Vice-

President and member of Congress, Mercedes Aráoz, as acting President to replace Vizcarra. 

 Aráoz announced that she would call upon the Organization of American States, OAS, to help resolve the crisis. 

 The OAS responded that it’s Peru’s own Constitutional Tribunal the institution that must resolve the issue. 

 President Vizcarra, ignoring the actions of Congress, appointed Vicente Zeballos as new President of the cabinet. 

 Following the announcement to close Congress, thousands of people took to the streets in major cities to show their support 

for the decision. 

 Later Monday night, Vizcarra received the support of the military. 

What’s next 

 The new cabinet head, Zeballos, must appoint the remaining members of the cabinet. Among these, he must appoint a new 

Minister of Finance to replace Carlos Oliva. This should take place shortly. 

 The Constitutional Tribunal will most likely need to give its opinion on this matter. In principle, it could reinstate Congress, but 

in practice this would be difficult, at least if it takes into consideration governability, public opinion, and the fact that a 

significant portion of former members of Congress are in favour of its dissolution. 

 According to law, Congress does not close completely. A 27 member permanent committee continues acting until new 
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elections are held. This committee has limited powers. Since this committee is populated largely by members of the opposition 

party, Fuerza Popular (fujimorista), it will be interesting to see how it behaves. Note that, Congress opened on Tuesday, but 

only the members of the permanent committee were allowed in. 

 President Vizcarra will need to garner sufficient institutional support for his act to become a fait accompli that will allow him to 

govern and complete his regime. 

 Mercedes Aráoz will need to design a course of action. It is not clear what this course could be. 

 Although it is too soon to tell how things will evolve, the only possible path with any clarity is for Congressional elections to 

take place on January 26th. If so, there is the possibility of a return to a more normal situation, as the political community 

begins to focus on the 2021 presidential and congressional elections. 

Was closing the Congress legal? 

 According to law, if two cabinets of the same government are denied a vote of confidence, the government can close 

Congress and call for new elections. One vote of no confidence had already occurred. In this second request, the government 

asked for a vote of confidence regarding a motion to modify the manner in which the six members of the Constitutional 

Tribunal are elected, and added that this should be done prior to the election of the members. 

 Congress voted for one of the six members, and only later awarded the government a positive vote of confidence and 

approved the government initiative to modify their election process. 

 However, the government interpreted the decision to vote for one of the six members prior to awarding a vote of confidence as 

a tacit denial of confidence. Given that this would have been the second denial, the government interpreted that it was within 

its attributions to close Congress. 

 Those who state that the government’s actions are legal argue that the election of the single member went against the spirit of 

the government’s motion, such that the actually vote of confidence was not enough, as Congress had taken action contrary to 

the government request. 

 Those who state that the government acted illegally and against the Constitution, argue that it is an unreasonable stretch to 

reason that the election of a single member to the Tribunal was a tacit denial, when the actual vote was in favour of the 

confidence motion and of making the modifications the government requested. 

 In terms of the legality of actions taken afterwards, note that, by law, no action/decision by either the Executive or Congress is 

“official” or legally executable until it is published in the official gazette, El Peruano. So far, El Peruano has published only 

those decisions coming from the Vizcarra government, and not from the dissolved Congress. Thus, Congress has been 

“officially” dissolved, whereas Mercedes Aráoz being appointed by Congress as acting president, is not “official”. 

What might be the impact on the economy? 

 Things are still in flux, and a lot will depend on how events develop. However, political turmoil has already been impacting the 

economy, and these recent events are more material to politics than to the economy. We already expected insignificant 

private investment growth (outside of mining) prior to these events. 

 It is not likely that economic policy will vary from the pro-market stance that has dominated for the past two decades. 

 However, government economic management is a bit of an open question. Economic management was already of secondary 

importance, given the focus of the Vizcarra regime on political issues. This is likely to continue. In addition, the installation of a 

new cabinet will hamper economic management over the short time frame in which the cabinet—basically, a lame duck one— 

will remain in place. 

 Other economic institutions, such as the Central Bank continue to be reliable. The CB may have a greater motivation for a 

more expansionary policy. 

 As long as continuity in pro-market economic policy is not at risk, many businesses will continue with a business as usual 

attitude, with the caveat that business as usual today means being very conservative in terms of investing. 

 There is some risk that rating agencies such as Moody’s or Fitch, change Peru’s outlook from “Stable” to “Negative”. 
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