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Latam Daily: Colombia Econ Activity Post BanRep Survey

e Chile: The Government will issue USD3bn in the local market

At the halfway mark of the week, the global risk tone is negative, as bourses in most of
Asia and in Europe post losses that track Tuesday weakness in the US that is compounded
by a decline in SPX futures. Heightened risk aversion owes to various drivers, namely a
rocket strike on a Gaza hospital (of uncertain origin), but also the possible default of
Chinese developer Country Garden as well as the weight of Tuesday’s surge in US yields
on strong retail sales data.

The UST curve is twist steepening while EGBs are bear steepening and in the UK the 7-
10yr space underperforms after a slight inflation data beat this morning. Shutdown risks in
the US may also keep Treasury markets on edge, as House Republicans struggle to settle
on their choice of Speaker. The FX world seems relatively unfazed by global developments
as the USD sits mixed to weaker—an echo of yesterday’s price action where currencies
recovered versus the dollar despite the spike in US yields on retail data.

The MXN is moving back from 18+ pesos levels thanks to a 0.2/3% appreciation today that
is little only a correction of around a third of yesterday’s 0.7% drop. We'll also keep an eye
on the CLP’s performance today after the BCCh replied to comments by e-mail (after the
close) that, among other things, the important depreciation of the peso will be evaluated
at the next monetary policy meeting (though this may just be par for the course); the CLP
and COP led the Latam FX yesterday with gains of 0.9% and 1.1%, respectively.

Oil prices are incorporating Middle East risks to gain ~3% on the day, to the benefit of
Mexico’s Hacienda who is reportedly executing its yearly oil-hedging operations. Oil gains
are followed by copper’s 1.2% rise that may reflect better Chinese Q3 GDP growth data
(4.9% vs 4.5% y/y expected) while iron ore’s 1.5% fall seems to follow the weakened mood
regarding Country Garden and a decline in Chinese steel output last month.

A very quiet day ahead awaits as far as on-calendar G10 risks are concerned. Only the
release of US and Canadian housing starts data is on tap through the European session
while a collection of scheduled Fed speakers does not begin until 12ET—all in the lead-up
to Powell at 177UK tomorrow. Of course, Israel headlines pose the greatest risk to global
markets, as do those related to Country Garden.

In Latam, we have Colombian economic activity data at 12ET which are expected to show
a mediocre 0.5% y/y expansion in August after an already soft 1.2% gain in July. Weak
retail sales and industrial production figures out last Friday point to downside risks in
today’s release versus consensus expectations. The results of BanRep’s survey of
economists published yesterday showed an increase in expected inflation at end-2023
(median from 9.48% to 9.59%) and end-2024 (median from 5.00% to 5.32%), and the
median economist sees the first rate cut taking place in December, to 12.75% from 13.25%
currently; under 15% of those surveyed expect policy easing to begin this month.

—Juan Manuel Herrera

CHILE: THE GOVERNMENT WILL ISSUE USD3BN IN THE LOCAL MARKET

On Tuesday, October 17" the Ministry of Finance announced the issuance of two
sovereign bonds in the local market, for a total amount of USD 3 bn. This issuance will
include a 15-year UF-denominated bond equivalent to USD 1bn and a 10-year CLP-
denominated bond equivalent to USD 2 bn. With this, the government would have
completed the issuance plan for 2023 with USD 15 bn, of which USD 3 bn were in USD-
denominated bonds and the remaining USD 12 bn in local currencies (CLP and UF).
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Although the 2023 budget law authorized debt issuance of up to USD 17 bn, we believe that this year’s financing needs would be covered
with the issuance of USD 15 bn, in line with Ministry of Finance estimates. In any case, the government has dollar assets of close to USD 2 bn
in cash, which could help cover the fiscal deficit resulting from lower tax revenues than those projected by the treasury. Our view is that the
government would continue to face difficulties in executing the fiscal budget (mainly public investment), while tax revenues could surprise
on the downside in 2023. This could deteriorate the effective fiscal deficit of 2.3% of GDP projected by the MoF for 2023.

—Anibal Alarcén

Global Economics 2



Scotiabank. LATAM DAILY

October 18, 2023

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
or act 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



