Scotiabank.
GLOBAL ECONOMICS

LATAM DAILY
August 6, 2024

Contributors

Juan Manuel Herrera

Senior Economist/Strategist
Scotiabank GBM

+44.207.826.5654
juanmanuel.herrera@scotiabank.com

Guillermo Arbe, Head Economist, Peru
+51.1.211.6052 (Peru)
guillermo.arbe@scotiabank.com.pe

Sergio Olarte, Head Economist, Colombia
+57.601.745.6300 Ext. 9166 (Colombia)
sergio.olarte@scotiabankcolpatria.com

Jorge Selaive, Head Economist, Chile
+56.2.2619.5435 (Chile)
jorge.selaive@scotiabank.cl

Eduardo Suarez, VP, Latin America Economics
+52.55.9179.5174 (Mexico)
esuarezm@scotiabank.com.mx

TODAY’S CONTRIBUTORS:

Jackeline Pirajan, Senior Economist
+57.601.745.6300 Ext. 9400 (Colombia)
jackeline.pirajan@scotiabankcolpatria.com

Daniela Silva, Junior Economist
+57.601.745.6300 (Colombia)
danielal.silva@scotiabankcolpatria.com

Latam Daily: Colombia Exports and BanRep Minutes Recap

« Colombia: Exports fell in June amid a significant decline in coal exports; BanRep
minutes: the majority group favours prudent rate cuts as risks around inflation
persist

COLOMBIA: EXPORTS FELL IN JUNE AMID A SIGNIFICANT DECLINE IN COAL EXPORTS

DANE released export data on Monday, August 5™. Monthly exports in June stood at US
$3.82 billion FOB, recording a 5% y/y contraction (chart 1), the main contraction was on
coal exports due to lower exported volume. That said, traditional exports fell -8.46% y/y,
while non-traditional exports fell by -0.6% y/y. The total exports level is similar to the
levels observed by the end of 2021. Compared to the previous month, exports fell by
-14.1%, the steepest drop since January 2024; the contraction was evenly split between
traditional and non-traditional exports.

The results for June showed a setback in exports of non-traditional products. In April and
May, non-traditional exports had maintained a turnover above US $2 billion (historically
high); however, in June, they fell again to a value of US $1.78 billion. On the other hand,
traditional exports were mainly affected by a lower exported volume, especially of coal.
Exports are expected to remain oscillating around current levels in forthcoming months,
which, coupled with higher imports due to higher international transport costs and the
rebuilding of some inventories, will turn into a slightly higher current account deficit.

« Traditional exports totaled US $2.04 billion FOB, a fall of -8.46% year-on-year. The
fall was influenced by a lower export volume of coal, while in terms of prices, the
dynamic was better. The value of oil exports maintained the positive dynamic with a
total of US $1.28 billion (+7.4% y/y), thanks to a favourable international price, given
that the volume was lower than the previous year (-6.5% y/y). Coffee, on the other
hand, maintained a positive dynamic, closing the second quarter with an average
export growth of 18.2% y/y, which reflects a positive contribution from production
and international prices.

« Non-traditional exports lost the momentum of the last two months. Non-
traditional exports stood at US $1.78 billion FOB, falling slightly compared to the
previous year (-0.6% YoY), however, compared to May they fell -14.1%. Exports from
the agricultural sector (excluding coffee) contracted 7% y/y, while exports of
manufactured goods fell -7.8% year-on-year, contributing most to the negative result

of non-traditional exports (chart 2).
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BANREP MINUTES: THE MAJORITY GROUP FAVOURS PRUDENT RATE CUTS AS RISKS AROUND INFLATION PERSIST

The central bank released minutes regarding July’s monetary policy meeting late on Monday, August 5. As has been the case in recent
minutes, the board has seen a consensus about reducing the interest rate; however, this time, the board has considered there are
conditions to turn the monetary policy to a less contractionary stance. In our opinion, it suggests that forthcoming meetings will be
focused on at least maintaining the current level of real rate and that the nominal rate will move, mirroring inflation progress. The main
source of debate, as usual, is about the pace of the easing cycle, and again, five members voted for a 50bps cut, while two voted for a
75bps cut. The majority group argued that risks of inflation persist and that, for now, a more accelerated easing cycle is not sustainable,
while the minority group is more concerned about the deterioration in the labour market, highlighting that inflation expectations reflect
the probability of achieving the inflation target next year.

Similar to previous minutes, we identify that the inflation progress in forthcoming months will be key for the board to consider speeding
up the easing cycle. Our base case scenario is still for a 75bps rate cut at September’s meeting because we expect headline inflation to
resume its downward trend in July and core inflation to continue going down, which will require the nominal rate to go down at a faster
pace to at least maintain the current real rate level. Additionally, at September’s meeting (September 30'"), the board will have a couple of
CPlinflation readings, economic activity, and employment figures, which will probably show the weak stance and inflation expectations
evolving consistently toward the target range. Additionally, according to our projections, the effect on the FX would be lower since the Fed
will begin its easing cycle on September 18™. According to recent economists’ surveys, economist consensus expects a 75bps cut to be on
the table. In contrast, the terminal rate of the easing cycle is still expected to be 5.50% during H2-2025.

Further details about BanRep’s minutes:

« BanRep’s board emphasized that there are reasons to take the monetary policy to a less contractionary stance. Among the
reasons are the downward trend for headline and core inflation, the moderate performance of economic activity, and the easing of
international financial conditions. However, they also agree that it is necessary to maintain prudence in the easing cycle as some risk
of inflation persists. Specifically, they see risk in regulated prices, the stickiness of service prices, and potential FX volatility due to
conditions in the international markets.

«  For the majority group, an acceleration in the easing cycle was not sustainable, and they preferred to maintain the cut pace at
50bps. This group of five board members considers that speeding up the easing cycle could compromise the continuity of the easing
process as it could reduce the probability of achieving the inflation target in the expected terms (in July’s minutes, they were not
explicit, but the board has emphasized they want to achieve the inflation target by mid-2025). Either way, this group considers that a
50bps cut is taking the real rate lower even if compared with Latam peers such as Brazil and Mexico, which currently have lower
inflation rates. In our opinion, this suggests that if inflation reduction is stronger in forthcoming months, this group is willing to engage
in faster and sustainable rate cuts.

e Thetwo board members who voted for a 75bps cut are more concerned about the weak economic activity and employment
performance. They highlighted the progress on inflation and diverse inflation expectations. On the other side, they highlighted that
the labour market is pointing to weak signals, especially in terms of informality and instability in jobs in key sectors. They also said that
Colombia is showing a weak economic expansion compared to the region, while the commitment to comply with the fiscal rule is a
positive fundamental to accelerate the easing cycle.

o  Our take: Minutes affirm that the majority of the board favours a cautious approach, however there were some clues about what
could allow the board to think about the acceleration in the easing cycle. In forthcoming months, we expect the inflation to continue
with a downward trend, and it will give enough space for the board to consider a 75bps cut in September.

—Sergio Olarte & Jackeline Pirajan

Global Economics 2



Scotiabank. LATAM DAILY

August 6, 2024

This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections contained herein are our own as of the date hereof and are subject
to change without notice. The information and opinions contained herein have been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as
to their accuracy or completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever for any direct or consequential loss arising from
any use of this report or its contents.

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of any offer to buy any financial instrument, nor shall this
report be construed as an opinion as to whether you should enter into any swap or trading strategy involving a swap or any other transaction. The information contained in this report is not intended to
be, and does not constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading Commission Regulation 23.434 and Appendix A
thereto. This material is not intended to be individually tailored to your needs or characteristics and should not be viewed as a “call to action” or suggestion that you enter into a swap or trading strategy
involving a swap or any other transaction. Scotiabank may engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or be in the process of acquiring or
disposing of positions, referred to in this report.

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as managers, co-managers or underwriters of a public offering
oract as principals or agents, deal in, own or act as market makers or advisors, brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions,
Scotiabank may receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers, directors and employees of Scotiabank and
its affiliates may serve as directors of corporations.

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any issuer and security discussed in this report, and consult
with any advisors they deem necessary prior to making any investment.

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be reproduced without the prior express written consent of Scotiabank.
™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital markets businesses of The Bank of Nova Scotia and certain of its
affiliates in the countries where they operate, including; Scotiabank Europe plc; Scotiabank (Ireland) Designated Activity Company; Scotiabank Inverlat S.A., Institucion de Banca Multiple, Grupo
Financiero Scotiabank Inverlat, Scotia Inverlat Casa de Bolsa, S.A. de C.V., Grupo Financiero Scotiabank Inverlat, Scotia Inverlat Derivados S.A. de C.V. - all members of the Scotiabank group and
authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with limited liability and is authorised and regulated by the Office of the Superintendent of Financial
Institutions Canada. The Bank of Nova Scotia is authorized by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation by the UK
Prudential Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation Authority are available from us on request. Scotiabank Europe plc is
authorized by the UK Prudential Regulation Authority and regulated by the UK Financial Conduct Authority and the UK Prudential Regulation Authority.

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V, Grupo Financiero Scotiabank Inverlat, and Scotia Inverlat Derivados, S.A. de C.V., are each authorized and regulated by the Mexican
financial authorities.

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law.

Global Economics 3



