
 

 

 

In Today’s Piece: 

 

- Market Comment: The aftermath of the new Fed language that implies a much larger probability of 
zero interest rate policy holding all the way until late 2014 continued to feed into risk assets. At the 
same time, the markets returned to the make-and-forth rumors on the probability of an agreement on 
the PSI related to Greece debt paper. In the early going, speculation circulated that private Greece 
bondholders would accept a 3.75% coupon on new debt, subject to the participation of the ECB in the 
restructuring exercise. For obvious reasons of German intransigence in this regard, this rumor was 
rapidly discarded, allowing the market to jump borders and focus on 10-year Portuguese yields and 
their newfound 15% handle, again shaking the matter of migrating possible defaults in Europe. On the 
positive side, Italian 10-year bonds crossed the 6% mark (downwards) for the first time in months. 
 

- Mexico: Retail sales during the month of November in Mexico showed increased robustness, easily 
outpacing solid market expectations of a 5% y/y expansion.  At the headline level, retail grew by a 
very impressive 7.5% y/y, while the seasonally-adjusted m/m gauge measured a 2.2% advance with 
regard to October.  Dynamics determining the China-like grew levels for this month in Mexico can’t be 
traced to a single source, but rather to a widespread upswing in key retail categories. Discretionary 
expenditures appeared to be accelerating, as department store sales posted a second month of solid 
gains, with November 1.7% above the October total. Clothing was an even greater translator of the 
discretionary surge, growing 4.5% m/m. Computers/telephones and equipment surged by 6.7% m/m, 
apparently translating pre-holiday shopping sprees, while sales of automobiles gapped higher by 3.6% 
after a 2-month span of contraction.      
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European equity indices bought into the notion of an agreement taking hold on Greece, while digestion of 
the FED statement and its late 2014 horizon for rate hikes serving to ramp up risk-on buying. LATAM, 
which has exhibited a rather calm reaction to the FED news, allowed 1% gains for the BOVESPA and the 
MERVAL to stand as top representation for the region on the day. Currencies were off to the races in the 
LATAM region on the back of a Dollar stumble to 1.3146 versus €. Both the BRL and the CLP headed up the 
performance rankings in gaining 1.2% apiece, easily outpacing other EM entrants and also Asia-Pacific 
currencies. LATAM also had to celebrate the US$3.90 p/lb price levels obtained by copper on the back of 
the FED rate directives and lingering strong activity numbers in China, while crude also edged higher to 
US$101 p/barrel. Reaction in the grains markets through rallies for wheat and soybeans had the usual 
mixed blessing effect for LATAM. As we argued in our latest monthly publication, we continue to think that 
2012 will be a good year for risky assets. We see the MXN trading at $11.5 by the end of the year and we 
see the S&P 500 at 1,400 by year-end.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
There was a full schedule of US economic indicators that hit the tape this morning, with more positives 
adhered to manufacturing and more reality filtering back into the standing of the residential housing 
market. First off the bat, US jobless claims reversed course on prior strength, moving back to register at 
377K in the last week, above the 356K revised figure of the prior week and the 370K expectation held for 
this weekly estimate. Still, the fundamental story on the US employment front continues to improve. 
Durable goods for December climbed by +3% m/m, well above the +2% market expectation, while the 
non-defense capital goods ex-aircraft sub-class grew by 2.9% m/m, in another positive sign for business 
spending and the US economic outlook. The Conference Board then put out a +0.4% read for leading 
indicators in the month of November, also emphasizing the improved climate ahead in the next 3-to-6 
month span in the US. The large spread between short and long-term interest rates and the downtick in 
unemployment claims were large determinants in this gain.  Sales of new home in the US were less 
favorable to the recovery theme.  According to figures recompiled by the Commerce Department, US new 
home sales declined by 2.2% in December, with the annualized sales tally dipping to 307K units, below the 
321K predicted by the market.  Median prices dropped to US$210.3K, representing a 12.8% y/y drop in 
2011, the worst such performance since February of 2009. Despite the continued reduction in home prices, 
we think that 2012 will be a year that will experience a material bettering of the US housing sector.  
 
Mexico 

 
Retail sales during the month of November in Mexico showed increased robustness, easily outpacing solid 
market expectations of a 5% y/y expansion. At the headline level, retail grew by a very impressive 7.5% 
y/y, while the seasonally-adjusted m/m gauge measured a 2.2% advance with regard to October.  
Dynamics determining the China-like grew levels for this month in Mexico can’t be traced to a single 
source, but rather to a widespread upswing in key retail categories. Discretionary expenditures appeared to 
be accelerating, as department store sales posted a second month of solid gains, with November 1.7% 
above the October total. Clothing was an even greater translator of the discretionary surge, growing 4.5% 
m/m. Computers/telephones and equipment surged by 6.7% m/m, apparently translating pre-holiday 
shopping sprees, while sales of automobiles gapped higher by 3.6% after a 2-month span of contraction.   
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Given the scope of the advance we would deem this to be generated by higher degrees of confidence in the 
local economy, notwithstanding the heavy noise levels from the external plain.  Seasonality is likely to hold 
a partial explanation for the same, as is the extended effects of MXN depreciation and concurrent gains in 
remittances. The data on the retail front is fully consistent with our long-held thesis of domestic activity 
supporting economic growth in 2012, following the very good growth readings on employment generation 
that took place in 2011.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Also of relevance, the INEGI recently reported that there was a moderate improvement in Mexico’s trade 
balance data corresponding to December. Instead of the deficit of US$260 million predicted by market 
participants, trade activities generated a small surplus of US$7.7 million.  Manufacturing and automobile 
exports were the key drivers in shaping the erasure of the trade deficit for this monthly period.  
Manufacturing exports hit US$23.8 billion in this month, notching the second highest total ever recorded, 
while automobile exports tallied US$7 billion on the month, also the second highest total, right behind the 
US$7.4 billion reading that was present in July of last year.  On the other side of the trade ledger, imports 
of consumer non-petroleum goods hit US$2.8 billion on the month, also placing second all-time behind 
September’s tally of US$2.84 billion.  For the full-year exercise of 2011, the trade balance was marginally 
negative at –US$1.17 billion.  Most of the large variations on both sides of the import/export ledger during 
2011 remained confined to the petroleum sector, as exports rose by 35%, while imports increased by 41%. 
As we argued in our latest monthly publication, we think that 2012 will be another positive year for 
Mexico’s BOP equation –implying that the country will continue to accumulate external reserves, albeit at a 
slower pace compared to 2010 and 2011.  
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international financial community with investment interests in the region. Bulltick is headquartered in the United 
States, with offices in Miami, New York, São Paulo, Mexico City Buenos Aires and Bogota. 

Our research resources 

With Bulltick's vast Latin American in-roads, resources and networks, our research team is strategically 
positioned to provide value-added research on local and regional companies, markets and industries. With 
analysts in the region, along with management road shows, we are able to track the pulse of the leading 
markets in Latin America. We make it our business to know the business of the region, so we can help our 
clients manage volatility with in-depth coverage of macroeconomic leading sectors and market-moving events. 
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