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LATAM Market Update  

 Chile: We made a new correction to the 2019 GDP to the range 1.5%–

1.8% 

 Peru: First look at Congressional candidates; Recent data a mixed 

bag—growth mild, tax inflow strong, inflation low 

 

CHILE: WE MADE A NEW CORRECTION TO THE 2019 GDP TO THE RANGE 

1.5%–1.8% 

September activity (-0.6% m/m) confirms that the economy is recovering at 

different speeds: strong in construction, weak in manufacturing and 

commerce 

Already the sectoral indicators showed some weakness, but locally the negative 

surprises appeared even before the riots. The non-mining activity presented a 

seasonally adjusted 0.4% monthly contraction that accounts for a significant 

slowdown. Mining also showed a decline of 1.6% y/y, harming the growth of the 

month. With this, 3Q19 ends with an expansion of 3.3% that leads us to make a 

new correction in the expansion of GDP 2019 that we raised a few days ago to the 

1.5–1.8% range, explained by the low dynamism in the margin, as well as the 

effects of recent events at the national level and a slow recovery of the productive 

work-day during the rest of the year. 

Sectorially, the Central Bank indicates construction and services as the main 

positive contributions, which correlates quite well with what is seen in terms of 

employment in the first sector, and with the recovery that occurred until 

September in personal and financial services. We expected mining to give us 

some growth in the last part of the year, however, that would not be happening, 

leaving the sector's growth for the year around zero.  

We anticipate a new cut in the MPR in December of 25 bps but given the local 

scenario, we cannot rule out that the CB would choose to cut 50 bps, which would 

be done while maintaining a dovish bias. The monetary policy rate would be 

between 1.0 and 1.25% in mid-2020. 

October activity: quickly approaching 0% y/y with GDP expansion not 

exceeding 1.8% in 2019, and around 2.7% in 2020 with a downward bias 

For October and November, the activity would have had a significant slowdown— 

and contraction in some economic sectors—explained eminently 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 in October—and also in November—, 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) would be evidenced. We 

expect that only mining would show a high expansion, contributing around 0.4 pp 

to the growth of the first month of the fourth quarter. Indeed, for now, our 

projection is that the October IMACEC would be around 0% y/y, while in 4Q19 the 

economy would grow around 0.6% y/y. 
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Counter-factually, the 4Q19 expansion would have been around 3% y/y. The effects on consumer and business confidence, as 

well as the logistical effects of the riots would be felt in the short term and strongly this last quarter of 2019, leaving the expansion 

of GDP 2019 with a ceiling of 1.8%. This considers the expansion of current spending and public 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 we consider an expansion of public expenditure greater than that considered in the Budget Law presented by the 

Government a few weeks ago to Congress. 

Slight downward correction in GDP trend, higher fiscal deficit and use of ESSF 

We anticipate a slight downward correction in the GDP trend which would provide less room for fiscal expansion aligned with the 

structural parameters. In that context, if the Budget presented a few weeks ago to Congress contemplated a real expansion of 3% 

in public expenditure, the downward correction in the growth of the GDP trend would further reduce this figure. However, social 

demands and recent government announcements point in exactly the opposite direction. As a whole, we do not expect 

announcements of greater indebtedness, but we do expect a greater effective fiscal deficit that would be around at least 2% of 

GDP by 2020. Also, as we noted in our note last October 22, we consider that part of the funds accumulated in the ESSF 

(Economic and Social Stabilization Fund) will be used, somewhere around US$1 billion, as well as the transitional exit clause of 

the Fiscal Rule, postponing its structural convergence recently proposed by the Government. The latter would be done temporarily 

for two years. 

—Jorge Selaive, Carlos Muñoz & Waldo Riveras 

PERU: FIRST LOOK AT CONGRESSIONAL CANDIDATES; RECENT DATA A MIXED BAG—GROWTH MILD, TAX INFLOW 

STRONG, INFLATION LOW 

Political parties begin to announce candidates for January 26th Congressional elections. One list that will be key is Fuerza Popular 

(FP), the main opposition group that had dominated the former Congress before it was dissolved. FP’s Congressional list will 

reportedly be led by Martha Chávez. This is a strong statement, as Chávez is an old-guard fujimorista, very closely linked to the 

original team that surrounded Alberto Fujimori. This as opposed to the newer crop of members that had led the FP dominated 

dissolved Congress and were closer to Keiko Fujimori. Although there are a few members of the former Congress on the 

candidate list, none of the more vociferous and aggressive members have been included. This suggests a partial shift in power in 

FP in favour of the old guard, and also portends a likely change towards a less conflicting stance in Congress. At this point, it 

appears that neither Keiko Fujimori nor her brother Kenji will be running for the interim Congress. Note that by law candidates must 

be determined through internal elections. The deadline to hold internal elections is tomorrow, November 6th, and so far nine parties 

have held them, out of the 24 parties that are enabled to participate. Candidate lists must be submitted by November 18 th. 

Meanwhile, leftist parties seem to be in their usual disarray. The alliance that Verónika Mendoza had attempted to put together has 

fallen apart, and now it appears that members of her party, Nuevo Perú, which is not enabled to participate in the elections, have 

had to reach an agreement with the modest center-left Juntos por el Perú, to participate in the elections. Juntos por el Perú has 

not held internal elections yet. Given that the left has not been able to join forces, Verónika Mendoza may need to head a 

Congressional list herself for there to be any hope that Juntos por el Perú will put in a half-way decent performance at the polls. 

Initial GDP growth indicators for September have begun to be released, giving a somewhat mixed message. The more important 

figure is cement consumption, up 5.0%, y/y, and an indicator that September was another healthy month for construction, although 

not more so than previous months. It appears to have been a good month for government investment growth as well, reported by 

the Statistics Office at 14.9%. Note, however, that this is nominal, and the official figure that the Central Bank uses tends to be 

lower. Meanwhile, electricity was up a lukewarm 3.1%. Among resource sectors, the decline in mining output accelerated, down 

4.9%, with gold down 8.8%, largely as expected. The surprise was the 3.0% decline in copper, and nearly 17% drop in iron ore 

output. September was also a poor month for agriculture, which fell 1.3%, apparently due to y/y mismatches in the harvest 

seasons. Taken together, the data suggests 2.7% to 3.1% GDP growth in September, with resource sectors  underperforming. 

One of the more interesting figures released yesterday (Monday) was the 9.8% y/y, increase in sales tax in September. Rather 

than suggesting greater sales volume per se, this figure appears to ratify a structural change in payments, from informal cash to 

formal digital means, which the tax agency captures much more effectively.  
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Inflation figures for October were released over the long holiday. Nothing much to report. Yearly inflation came in at 1.9%, in line 

with expectations. We see no need to change our forecast of 2% inflation for the full year. However, we are increasingly wondering 

about the Central Bank’s intentions to move its reference rate. Our expectation that the CB will lower the rate over the next few 

months is a soft forecast, as we note increasing signs of a lack of conviction on the CB’s part to actually do so. 
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