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LATAM Market Update  

 Chile: Economic activity in September would expand around 3.5% y/y—

strong job creation in construction, transport and mining 

 The Mexican economy is stagnant 

 

CHILE: ECONOMIC ACTIVITY IN SEPTEMBER WOULD EXPAND AROUND 

3.5% Y/Y—STRONG JOB CREATION IN CONSTRUCTION, TRANSPORT AND 

MINING 

Before the recent social unrest, economic figures for September were showing a 

smooth recovery. Sectoral figures are consistent with an expansion of monthly 

GDP around 3.5% y/y for the last month of the third quarter, ending with a growth 

of 3.4% y/y (3.3% saar). We expect the main contributions indicated by the 

Central Bank next Monday will come from construction (with strong job creation) 

and personal services. This cyclical recovery process was occurring along with a 

partial mitigation of external risks following initial agreements between China and 

the US. Taking that into account, copper prices have approached 2.7 US$/lb, 

while emerging economies have seen appreciations of their currencies and stock 

markets over the past few weeks. Certainly, Chilean assets have been excluded 

from this “risk-on-mood”. 

Mining production disappointed in September, contracting 2.4% y/y, contrary to 

our expectation of an expansion of around 1% y/y. This performance is mainly 

explained by a contraction in metal mining, caused by lower iron production and a 

lower copper grade. For October, more favourable bases of comparison would 

lead us to project an expansion of around 6% y/y, despite the presence of strikes 

in some mining operations, which would have had a limited impact on the activity 

of the sector. 

Manufacturing production expanded 2.1% y/y, which is mainly explained by 

favourable bases of comparison as this sector presented a seasonally adjusted 

monthly contraction of 1.5%. Manufacturing is under a recession worldwide, and 

Chile is no exception. This month, it was the production of paper (pulp) that 

experienced the greatest negative impact (contribution of -1 pp), which was linked 

to a new contraction of the timber sector, both associated with low external 

demand and productive stoppages. 

Employment: as of September, labour market reaffirms its recovery—led by 

construction and mining  

The unemployment rate is reduced to 7.0% in the third quarter of 2019 (7.2% in 

the previous quarter), due to the greater dynamism in job creation, which 

expanded 2.1% y/y. Employment growth continues to be supported by public 

employment, but this month there is a rebound in private wage earners and 

greater independent employment. In the quarter ended in September, about 69 

thousand private salaried jobs were created, a figure significantly higher than 

expected seasonally for the month, and not seen since the third quarter of 2018. 
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Sectors that lead the creation of private employment are Construction, Transportation and Mining, which contrasts with the 

Manufacturing sector that continues destroying jobs, as has been the trend during the last months. On the other hand, Public 

services sector continues to support the growth of employment, especially in health and public administration services, consistent 

with an accelerating fiscal expenditure in the last part of the year in order to execute the budget law. 

October activity: quickly approaching a null expansion 

In October, activity would show a significant slowdown—and contraction in some economic sectors—mainly explained by recent 

disturbances and the impacts on the provision of private and public goods and services, mainly in the Metropolitan Region but also 

at the regional level. We anticipate that the absence of student classes (personal services sector), the stoppage of supermarket 

sales (commerce), as well as the slowdown and semi-paralysis of other activities (industry, financial sector, transportation, among 

others) will be evidenced in October. We expect that only mining production will show a high expansion, contributing around 0.6 pp 

to the growth of the first month of the fourth quarter, explaining more than half of the year-over-year growth of the month. Indeed, 

our preliminary projection is that the economic activity of October would grow between 0% and 1% y/y, ending 4Q19 around 1.8% 

y/y. 

Counterfactually, the 4Q19 expansion would have exceeded 3% per year. The effects on consumer and business confidence, as 

well as the logistical effects of the disturbances would be felt in the short term and with some persistence this last quarter of 2019, 

leaving the expansion of GDP for 2019 at 2.2%. This considers the expansion of public expenditure and investment recently 

announced by the Government for the rest of 2019. By 2020, we maintain our recent correction towards a GDP growth of around 

2.7% y/y, which includes an expansion of public expenditure greater than that considered in the Budget Law presented by the 

Government a few weeks ago. 

—Jorge Selaive, Carlos Muñoz & Waldo Riveras 

THE MEXICAN ECONOMY IS STAGNANT 

Seasonally adjusted GDP rose 0.1% in the third quarter from the prior period. This was above 0.0% growth in the second quarter 

and -0.3% in the first. A breakdown of the data showed secondary activities, which include manufacturing, slipped 0.1% from the 

previous quarter, while services remained unchanged at 0.0% and primary activities (farming, fishing and mining) grew 3.5%, its 

biggest increase in more than six years. 

In its annual comparison, Mexico’s third-quarter GDP data again reported a negative performance. Seasonally adjusted GDP fell 

0.4% y/y in the third quarter according to preliminary data from the national statistics agency INEGI, this contraction was the first 

since 2009. Moreover, during the first nine months of 2019, GDP did not change compared to the same period of 2018, with 

seasonally adjusted figures. The weak performance of the Mexican economy has led economic analysts to downgrade repeatedly 

their 2019 growth forecast which is now expected at 0.3% for 2019 according to Citibanamex survey of economists, while Mexico’s 

Central Bank sees an economic expansion in the range of  0.2% to 0.7%. Furthermore, the new data including last week’s 

inflation, which stayed in line with the Central Bank target, may give more reasons for a larger rate cut at the next monetary policy 

meeting. Final third-quarter data are to be published on November 25th. 

—Paulina Villanueva 
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