
   

 

  

HIGHLIGHTS 

Equities and Rates 
were the main drivers 
of June’s returns. 

The FED under the 
market’s scrutiny. 

Latin America countries 
in diverging trends. 

Emerging economies 
recover from the 
trade war hit. 

  

Monthly results. The Blue Alpha fund showed positive returns in October, explained by the 

performance in our Rates desk (52,68%) and by our Equity desk (41,54%), which has been maintaining 

consistency in alpha generation derived from the “bottom-up” stock strategy. The FX desk showed 

returns of 3,82% and the remaining of the result is explained by cash and other costs (1,96%). 
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Global Markets. Global markets set a positive tone in October. The China-US meeting in 

Washington helped to reduce geopolitical risks. In the meeting, authorities defined a plan for a broader 

deal that touches in trade and intellectual property issues, which supported the improvement in the 

market´s mood. Also, we had the third rate cut delivered by the FED, as well as stable manufacturing 

numbers around the globe, suggesting the bottom could have already been reached. These explained 

equities rallying around the globe, the generalized dollar weakness and higher international rates. 
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Brazil. Focus in Brazil is now on the reform agenda that follows the social security reform approval. 

Tax and administrative reform and the pre-salt oil auction are on the spotlight. On the macro side, 

inflation continues to surprise to the downside and weaker growth data made the central bank to 

comfortably deliver a 50 bps rates cut, lowering the Selic rate to 5% and already signaling another cut 

of same magnitude in December. Since the central bank´s inflation forecasts are around 3.60% for 

2020 and 2021, it seems that interest rates could fall to levels close to 4% already in the 1Q20. All of 

these, and despite the unnecessary political noise surrounding the president, reaffirm a good moment 

for assets in Brazil, with the BRL appreciating 3.5%, rates moving down by 45 bps and equities showing 

a 2% increase in the month. We remain positive with Brazil, with more risk on equities and tactical 

positions on rates and FX. 

 

  



 

 

  

LatAm  

Av. Brigadeiro Faria Lima, 3477 - Torre A - 5º andar - sala 52 
Tel. +55 11 4280-7442 
blueline.com.br 

BlueLine is not responsible for investor's decisions, nor for the act or fact of specialized professionals consulted by BlueLine. The investor must rely exclusively on his opinion and the 
opinion of specialized professionals hired by him, to give his opinion and to decide. This material may not be reproduced, copied or distributed to third parties. This presentation is 
not characterized and should not be understood as legal, accounting, regulatory or tax advice in relation to the matters dealt with herein. This material is for informational purposes 
only, does not consider investment objectives, financial situation or individual and particular needs and does not contain all the information that a potential investor should consider 
or analyze before investing. It should not be understood as analysis of security, promotional material, solicitation of purchase or sale, offer or recommendation of any financial asset 
or investment and does not constitute suggestion or legal advice. We recommend that you consult specialized professionals before deciding on investments. 

BLUELINE ASSET MANAGEMENT – MONTHLY LETTER - OCTOBER 2019 - BLUELINE.COM.BR 
 

P. 02 

 
In Mexico, Banxico cut another 25 bps, lowering 
rates to 7.75%. Everything indicates a long easing 
cycle is ahead of us in Mexico. With inflation around 
3% and growth close to zero, we could even see 
larger cuts, but the conservative profile of the 
central bank leads us to believe they won´t step up 
the pace. The government addressed, even if 
momentarily, the energy problem regarding the 
capitalization of Pemex. There is a certain optimism 
regarding the USMCA trade agreement between 
the US and Mexico, which could happen as early as 
2019. The fiscalist profile of AMLO amid high interest 
rate levels put as buyers of the Mexican peso. We like 
the interest rate curve since we think the easing 
cycle could be bigger than the one currently priced 
in. 

 

In Chile, Chile is the negative highlight in the region 
with violent protests on the streets. The protests 
followed subway fare increases and student’s 
discontentment. The country lives a moment of high 
economic and social uncertainty. The government 
has moved fast with a 0.4% of GDP package of 
measures, as well as nominating a new cabinet. 
However, this doesn´t seem to be enough. This move 
seems to be part of a global context, in which a mass 
of discontent people takes the streets to react to 
social dissatisfaction. Given what happened in Hong 
Kong, where GDP collapsed from 2.7% to zero, we 
think that Chilean markets can keep deteriorating, 
specially the currency. In this context, we like to buy 
the dollar against the Chilean peso and we also like 
the interest rate curve. 

 

In Colombia, In the troubled Latin America 
environment, the country seems to be quieter, at 
least in the economic perspective, since we had 
some protests in the country related to the 
educational sector in Bogota. Growth is one of the 

fastest in the region and, for now, there aren´t 
significant political noises or relevant 
demonstrations. With inflation at 3.8%, close to the 
upper range of the target, the central bank has been 
leaving the interest rate unchanged. The high 
current account deficit, and the recent fall in oil 
prices, don´t help the Colombian currency. We 
remain with no important view for Colombia as of 
now. 

 

In Argentina, The October elections confirmed the 
first-round victory of the Fernandez. Macri loss is a 
landmark, especially given the high level of 
expectations regarding his government. Macri is 
delivering a country with rates at 60%, inflation of 
50% and FX rates at $60 – when he was elected the 
FX rate was at $9 pesos per dollar (around $15 pesos 
per dollar, right after the initial devaluation). The 
level of uncertainty is high since the first signals we 
have received from Argentina is not of aligning itself 
to the orthodox politics of the IMF. With this, we 
remain negative on Argentina and we remain with 
no exposure to the country, waiting for new 
developments and specially for the cabinet 
confirmation of Alberto Fernandez government. 

 

In Peru, weirdly, the political confusion that involved 
the president, the Congress and the Supreme Court 
has not affected markets significantly. Legislative 
elections are expected to January 2020. Also, 
President Vizcarra should remain in power. Given 
the high level of uncertainty, the lack of risk premia 
in the markets and low liquidity, we remain with no 
position in Peru at this time. 

 

 

  

MONTHLY LETTER I October 2019 

 


