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Economic Overview: How Much from BanRep and the
BCCh?; Key Data and Central Banks Await

« A massive week awaits in Latam and the G10, full of central bank decisions and
key data. January ends with a bang on Wednesday, with announcements from
the Fed, BanRep, the BCCh, and the BCB. US jobs, the BoE, Eurozone CPI,
Canadian GDP, and Chinese PMIs are also on tap.

¢ The Fed will hold and the BCB will cut 50bps, but guidance from both will be key
as markets time the Fed’s first cut and how many more half-point cuts the BCB
may roll out.

« The BCCh and BanRep will both cut rates next week, there’s no doubt about
that, but economists are somewhat divided on the size of these cuts. We lean
towards both banks accelerating their pace of easing, to 100bps in Chile and to
50bps in Colombia after December cuts of 75bps and 25bps, respectively.

« There’s a chance Peruvian headline inflation fell within the 1-3% BCRP target
range in January as it continues to evolve better than us and the central bank
expected. Maybe down the road this could prompt an acceleration of cuts? It
also depends on how the economy performs.

« Mexican GDP data for Q4 are expected to show a 3.4% y/y expansion that
would result in a full-year pace of growth of 3.4%—almost a full percentage
point above that of the US. Strong remittances and a surge in public
construction spending were a key tailwind for the Mexican economy last year.

A massive week awaits in Latam and the G10, full of central bank decisions and key
data to continue the active start to 2024 that has generally seen weakness in rates
markets and currencies versus the USD, in contrast to a positive equities and
commodities mood.

January ends with a bang on Wednesday, when we get rate announcements from the
Fed, BanRep, the BCCh, and the BCB. That same day, China publishes key official PMI
data and on Thursday we get the BoE’s decision with new forecasts. Eurozone and
Canadian GDP, and Eurozone and Australia CPI also await. A string of corporate
earnings releases from giants like Microsoft, Alphabet, and Apple, and the US
Treasury’s refunding announcement are also on tap.

Of Wednesday’s four key central bank decisions, two look locked in while the other
two are somewhat uncertain. The Fed will hold, and the BCB will cut 50bps, but
guidance from both will be key. How long until the BCB shifts to a smaller pace of
reductions (markets think not until June or August) and how long until the first Fed
rate cut (markets think it will come in May)? US data over the next few days, from
JOLTS jobs vacancies to nonfarm payrolls and wages, should also go a long way in
refining expectations and shake up global markets in the process. Maybe the Fed will
touch on an eventual QT taper.

On Friday, January IPCA-15 inflation came in below all economists’ estimates; were the
trend to hold, the BCB may consider extending half-point cuts beyond mid-year. The
board may take the latest prices data to discuss the possibility of a 75bps cut next
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week, more so as economic growth in Brazil seems to be faltering and still highly restrictive rates coming down faster looks like a more
responsible response than more public spending (read rising debt).

The BCCh and BanRep will both lower their reference rates next week, there’s no doubt about that, but economists are divided on how large
these reductions will be. Chile’s December inflation came in significantly below economists’ expectations after an upside surprise in
November (see our take here). Today’s results to the BCCh'’s traders survey showed the median expecting a 100bps cut next week, changing
their view from the post-meeting survey median of 75bps; 12 expect a smaller cut, while 15 expect a larger cut.

In today’s Latam Weekly, our economists outline their call for a 100bps move by the BCCh, noting the chance that policymakers opt for a
125bps reduction. A few key data releases, like unemployment figures on Tuesday, and retail sales and industrial production on Wednesday
morning could influence the decision. On Thursday, the INE publishes December economic activity data for which we project a ~1% y/y
expansion but with nil growth month-on-month.

As for BanRep, the central bank began their rate reduction cycle at their final meeting of 2023, in December, with ‘only’ a 25bps cut in a split
vote where two of seven board members preferred to hold (see here). The latest BanRep economists survey showed an average rate call of
12.64%, suggesting most economists do not expect a 50bps cut—although the mode of 12.50% shows this was the most popular projection
(some dared to project a hold at 13.00%).

The team in Colombia think that officials will opt for a larger 50bps cut next week to 12.50%, possibly justified by a new round of projections
by central bank staff. As our economists explain in today’s report, where they lay out their expectations for the year ahead, steep declines in
incoming inflation readings should see BanRep shift to an even larger rate of policy easing in March (75-100bps) to maintain an adequate
real policy rate. Unemployment rate figures out on Wednesday should not play a big role on the decision later that day.

In Lima, we get the first full-month January inflation print in the region; Mexico and Brazil released figures for the first half of the month that
beat and missed expectations, respectively. A lot hinges on next week’s data according to our Lima team. Year-on-year inflation has a
decent shot at landing within the 1-3% BCRP target band and, as they explain in today’s report, El Nifio upside risks to inflation continue to
ease as authorities lower the odds of a strong episode. With the BCRP becoming less worried about inflation, it is now looking more closely
at the weakness of the Peruvian economy. But, maybe it still needs the push of clearly normalizing inflation perhaps as soon as in January’s
figures, and next week’s release of mining and fishing GDP as well as cement sales data (for construction GDP tracking) for December will
also be key for their outlook for growth in the current year.

After this week’s stronger-than-expected H1-Jan inflation print and a miss in November economic activity (see here), Mexico’s INEGI
publishes Q4 GDP data on Tuesday. Our latest forecast pencils in a 3.4% y/y expansion in output to close out the year, roughly equal to the
3.3%y/y growth recorded in Q3, and which would bring annual growth in 2023 to a very strong 3.4% pace. This would roughly represent a
full percentage point outperformance of US GDP growth of 2.5% (preliminary), with Mexico reaping the benefits of strong income growth in
the US via remittances as well as the government’s construction spending binge on AMLO’s hallmark infrastructure projects.

We've noted in previous reports that there are inconsistencies in the measurement of construction output (for instance), however, so there
is a risk that once all is said and done, the Mexican economy did not expand at such a massive pace in 2023; GDP excluding construction
expanded 2.8% [y in Q1-Q3, compared to 3.4% on the whole. We'll also monitor Banxico’s economists survey results out on the 1 for
inflation and rate expectations (first cut will come in March, we think).
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Pacific Alliance Country Updates

Chile—Options for the Next Monetary Policy Rate Cut Sit Between 75 and 125bps

Waldo Riveras, Senior Economist
+56.2.2619.5465 (Chile)
waldo.riveras@scotiabank.cl

On January 30" and 31, the Central Bank (BCCh) will hold its monetary policy meeting, for which we expect a 100bps cut in the benchmark
rate to 7.25%. We reiterate our view that the relevant options for a cut in the MPR sit between 75 and 125bps. We estimate that the Board
would achieve unanimity with the 100bps option. Uncertainty about the permanent nature of the disinflationary surprise, the validity of the
baseline scenario of the last Monetary Policy Report (and its MPR corridor), the change to a new CPI basket, the prolonged period before the
new rate decision (April 2" and the recent peso depreciation would lead the Board not to opt for a moderate cut, but neither for a cut that
would leave several dimensions of the December baseline scenario completely ruled out. We argue below.

December inflation was a real surprise to the CB’s baseline scenario, both at the headline and core levels. The CB’s baseline scenario would
have had a surprise in inflation of at least half a percentage point, but not in activity, where a heterogeneous recovery is observed across
sectors and the projection of zero GDP growth in 2023 and 1.75% in 2024 remains in place. In the international scenario, the assumption for
the FED rate would not be particularly misaligned with the Fed’s recent vision, which the market has been gradually incorporating in recent
times.

The January monetary policy decision will be characterized by the uncertainty generated by a new CPI basket and a prolonged period (two
months) with the same level of monetary contraction. In effect, we have a new CPI basket, with a greater participation of tradable goods
and a new methodology for emblematic products. Moreover, the Monetary Policy Meeting will occur before January’s CPl is revealed and
with a new member of the Central Bank’s board (Claudio Soto).

After comments of one of the board members supporting a MPR at its neutral level by December 2024, together with a rapid inflationary
convergence, and the president of the board calling not to rush and to evaluate the new scenario in the March Monetary Policy Report
(IPoM), the market and surveys are pricing a cut of between 75 and 100bps. In this sense, it seems easy to rule out a 50bps cut, since such a
cut would be compatible with a more adverse local or international scenario, as was the case last October. Furthermore, it would be a
surprise of greater monetary policy contraction that is not compatible with the recent evolution of the macro scenario. On the other hand, a
75bps cut cannot be ruled out a priori if the CB remains concerned about the evolution of the exchange rate or considers that the recent
disinflationary surprise is eminently transitory in nature. For our part, we see 75bps as not having the votes in the council as it would ignore
some more permanent component of the disinflationary surprise as well as a particularly limited exchange rate pass-through observed in
recent months. Moreover, it would be compatible with a cut near the center of the December MPR corridor, which does not speak to the
magnitude of the inflationary surprise, even if it is considered entirely transitory.

In the above context, we could rule out a 150bps cut as it would leave the MPR below the floor of the December MPR corridor. Taking the
MPR to 6.75% at the end of this month would be consistent with a more negative diagnosis in terms of activity in conjunction with a greater
weighting towards a permanent component of the December inflationary surprise. At least the former has not occurred.

Undoubtedly, the exchange rate will be a topic of discussion to define the magnitude of the 100 or 125bps cut, as well as the rate corridor.
Although the peso continued to depreciate against the dollar since the December meeting, from $870 to $920 currently, the real exchange
rate (REER) is below last October’s levels, revealing that the recent depreciation has a larger global component and with less inflationary
impact (pass-through). In this sense, the external scenario has not undergone major changes with respect to December. The view that
developed economies have reached the end of their rate hike process, given the sustained downward trend in inflation and the stabilization
of the economy, has settled, reducing the external risks that led the Central Bank to reduce the magnitude of the cuts last October, fearing a
rebound in imported inflation. Beyond the recent depreciation of the peso, the exchange rate pass-through continues to be limited given
the weakness of domestic demand and an adequate level of inventories.

So, 100 or 125 bp cut? The balance between the degrees of uncertainty due to the new CPI basket, the need to accumulate more external
and local information, not to make a hasty reading of only one inflationary data and to wait for the new base scenario, we estimate would
lead to an inclination to 100 bp cut. But these are not the only reasons, as there is also the MPR corridor. With the MPR at 7.25%, the Board
would be at the floor of the actual MPR corridor, still validating the current base scenario, but opting for his strategy of going to the edges of
the corridor if necessary. Indeed, opting for 125 or 150bps option, would mean going, albeit marginally, below the floor of the corridor which
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would leave the market without a clear guide for the MPR for a very prolonged period (two months). We do not see the Board leaning
towards such an option as it would make it difficult to communicate the strategy for a long period of time, preventing eventual adjustments
in the face of surprises in opposite directions in activity and inflation.

On Thursday, February 1%, the BCCh will publish December GDP, for which we project a y/y growth of 0.9%, with practically zero monthly
growth. In this sense, we project a moderate m/m growth in non-mining GDP, which would be driven by a slow recovery of retail sales.
Finally, we project a seasonal decrease in the unemployment rate to 8.6%, which would be explained by higher job creation compared to
the expected increase in the labour force. However, our view is that the Chilean labour market still shows relatively loose conditions.

Colombia—2024 Economic Outlook

Jackeline Pirajan, Senior Economist Santiago Moreno, Economist
+57.1.745.6300 Ext. 9400 (Colombia) +57.601.745.6300 Ext. 1875 (Colombia)
jackeline.pirajan@scotiabankcolpatria.com santiagol.moreno@scotiabankcolpatria.com

The post-pandemic economic recovery in Colombia was significantly strong. However, it was unsustainable. In 2021 GDP grew by 11.3% and
in 2022 the expansion was 7.5%, which was well above historical averages in Colombia, creating a positive output gap. During 2023 the
output gap had been closing at a fast pace, especially during the second half of the year. Even BanRep highlighted that the output gap
closed very quickly and now is neutral. Reduction in the positive output gap is allowing the economy to adjust to more sustainable levels,
which was also reflected in the narrowing of the current account deficit. In the Q3-2023, GDP contracted by 0.3% y/y, the first annual
contraction since the pandemic. This was driven by manufacturing, retail sales, and construction, but offset by public administration,
mining, agriculture, and leisure.

On the demand side, private consumption continued to moderate. Demand for durable and semi-durable goods was very weak. However,
the main drag on GDP in 3Q-2023 came from a sharp fall in investment (-33.5% y/y), largely explained by a reduction in inventories, while
fixed investment fell by 11% y/y, both in machinery and equipment and in construction (residential and non-residential).

Nevertheless, in November, the indicator of economic activity (ISE) broke a three-month streak of annual declines. The ISE expanded by
2.3% year-on-year in November, due to the impact of discount events such as Black Friday and Cyber Monday, among others, the pre-
holiday discounts such as the Vehicles showroom in Bogota, which promoted a better context for household demand. In addition, the
momentum of the regional election process in terms of demand for staffing services to count the votes made a positive contribution.

That said, despite probably economic activity performance in November was fueled for a couple of one offs, we believe that Colombia’s
economic cycle is bottoming out and we expect to see moderate signs of improvement during 2024. The economy is expected to maintain
weak momentum in the coming quarters, with annual growth rates below 2% in the Q4-2023 and 2024, which means that the output gap
will be moderately negative during 2024. The investment part of the economy is the most uncertain part as our forecast is relying only in the
reaction of the private sector to a better context with lower interest rates, inflation, stable exchange rate around 4000 pesos and a mild
demand recovery. However, the lack of a clear strategy by the national government for a reactivation plan to promote investment is a head
wind in 2024.

On the inflation side, statistical base effects will contribute to a significant inflation deceleration during Q1-2024. Scotiabank Colpatria’s
inflation forecast is one of the lowest among consensus. However, we think there is a decent chance for this to materialize. Main risks

&N

around inflation are still the possibility of having increases in diesel prices, and a potential impact from the “El Nifio” weather phenomenon
that is currently causing fires in many areas. However, if any of those events had an impact on prices, they will be offset by the significant
statistical base effects and won'’t prevent inflation from going down in H1-2024. In the previous context, as we explained in a

previous Latam Weekly, we expect the central bank will cut the monetary policy rate by 50 bps, and in March, we do not discard a move

between 75 to 100 bps cut to catch up y/y inflation deceleration to maintain the real rate around a neutral level of 2% to 2.5%.

Next week, BanRep’s decision will be in the spotlight. This time it’s an even more interesting meeting because the board will decide to have a
new set of macroeconomic projections from the central bank’s staff. It will be relevant to monitor if the staff considers the output gap is
close and how long they project it could stay on the negative side; the assessment around inflation projections and risk will also be a good
piece of information.

Either way, Colombia is approaching interesting times, and the possibility of having the steepest inflation deceleration that could trigger a
faster easing cycle could also help the economy start a recovery path in economic activity in the medium term.
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Peru—The BCRP’s Target is Finally Within Reach

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

So much hinges on the January inflation number, to be released on February 1. To begin with, Chart1
there is a good chance that 12-month inflation in January may drop within the BCRP target range

Peru: 12-month Inflation
(1% to 3%). The key prices we track are pointing to mildly negative monthly inflation in January. and Target Range (so close!)

%

-
o

While this trend in key prices is purely indicative, it does suggest the possibility that 12-month
inflation will decline from 3.2% in December, to just under the target range ceiling of 3.0%, or at
the very least close to it (chart 1).

So, the first point to make is that the downward trend in inflation continues to be stronger than
we, or, more importantly, the BCRP, anticipated. Even so, knowing the BCRP, one would expect
caution on their part early in 2024, in view of the impact of a strong El Nifio. Except that now it
looks like there will be no strong Nifio after all! The latest reports from Peru’s El Nifio monitoring
entity, ENFEN, indicates that El Nifio has weakened significantly off the coast of Peru. The
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likelihood of a strong Nifio in the next two to three months is a negligible 2% (chart 2), a huge
turnaround from over 50% just three months ago. The likelihood that El Nifio will be weak/

nonexistent is what now stands at well over 50%. Furthermore, note that we are now in week six
of the 15-week El Nifio risk period for 2024, with no signs of an untoward Nifio so far. A weak Nifio  Sources:
would not have a material impact on growth or inflation in 2024.

Chart2

Why should the BCRP continue to worry about inflation, if prices are stabilizing well and the Peru: El Nifio (Coastal-2024):

threat of El Nifio is dissipating? The fact is, it is giving signs that its main concern is moving away 1Q Severity Probability Indices
from inflation. During Davos, the press quoted BCRP president Julio Velarde as stating that the 80 o Strong
BCRP’s concerns were shifting from inflation to growth. 70 —— Moderate
60 | Weak/nonexistent

There are three reasons, then, that might suggest that the BCRP could conceivably accelerate its
monetary policy of reducing the reference rate. After all, why not? The real reference rate is over 07
4%, which is high for a country in which the risk of low growth is outweighing the risk of inflation. 40 1 \
But there is a reason to wait a while yet, before rushing to lower our reference rate forecasts. ZZ |
Liquidity indicators managed by the BCRP are not in tune with a more expansionary monetary
policy. This seems to suggest that the BCRP is not quite ready to accelerate in lowering rates. Plus, 10
it probably doesn’t perceive a strong enough need to. e

a g 9 9 g q g q o
Could the BCRP’s perception change if inflation in January falls within the BCRP inflation target § &%) S 8 é é § § 8
range? Maybe. So much hinges on the January inflation number that comes out next week. Sources: Scotiabank Economics, ENFEN.

Also out next week will be mining and fishing GDP figures for December, as well as cement sales, which is a large component of construction
GDP. These figures will give us a preliminary, and partial, idea of how overall GDP performed in December. Of course December is so 2023,
and everyone’s minds are currently focused on 2024. Even so, the figures will be interesting for 2024 as they will shed light on to what
extent the negative impact of El Nifio is beginning to dissipate (agriculture GDP will be more key to this question than fishing, which we
know will decline heavily in December as the fishing season was early in 2023 and winding down by then), to what extent mining will
continue to lead growth going into 2024 (we expect much more moderate, albeit positive, growth in December), and to what extent
domestic demand has begun to rebound (not yet in December, we expect).
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Forecast Updates

2022 2023 2024 2025
Brazil Q4 Q1 Q2 Q3 Q4f Q1f Q2f Q3f  Q4f Q1If Q2f Q3f Q4f 2022 2023f 2024f 2025f
Real GDP (y/y % change) 2.7 42 35 2.0 2.1 13 11 1.6 2.0 19 19 1.8 1.8 3.0 29 15 19
CPI (y/y %, eop) 5.8 4.7 3.2 52 4.6 3.8 39 39 39 37 37 37 35 5.8 4.6 3.9 35
Unemployment rate (%, avg) 7.9 8.8 8.0 7.7 7.8 8.5 8.4 83 8.2 8.6 8.4 8.4 8.3 7.9 8.2 83 8.5
Central bank policy rate (%, eop) 13.75 1375 1375 1275 175 10.75 9.75 925 9.00 9.00 8.75 8.50 8.50 1375 175  9.00 8.50
Foreign exchange (USDBRL, eop) 528 506 479 503 486 497 497 496 496 498 499 501 502 528 486 49 502

2022 2023 2024 2025
Chile Q4 Q1 Q2 Q3 Q4f Q1f Q2f Q3f  Q4f Q1If Q2f Q3f Q4f 2022 2023f 2024f 2025f
Real GDP (y/y % change) -2.3 -0.7 -0.8 0.6 0.8 2.0 24 12 24 19 2.1 33 2.7 24 0.0 2.0 25
CPI(y/y %, eop) 12.8 11 7.6 5.1 39 3.0 31 3.0 3.0 3.0 3.0 3.0 3.0 12.8 39 3.0 3.0
Unemployment rate (%, avg) 79 8.8 85 89 8.6 8.4 8.5 8.4 8.0 8.4 8.4 8.0 71 79 8.7 8.3 8.0
Central bank policy rate (%, eop) 1.25 125 125 9.50 8.25 7.25 5.50 4.50 4.25 4.25 4.25 4.25 4.25 1.25 8.25 4.25 4.25
Foreign exchange (USDCLP, eop) 851 795 802 892 879 870 870 870 870 870 870 870 870 851 879 870 870

2022 2023 2024 2025
Colombia Q4 Q1 Q2 Q3 Q4f Q1f Q2f Q3f  Q4f Q1f Q2f Q3f Q4f 2022 2023f 2024f 2025f
Real GDP (y/y % change) 2.1 3.0 0.4 -0.3 13 17 18 17 2.2 2.4 23 25 24 73 11 18 2.4
CPI(y/y %, eop) 131 133 121 1.0 9.3 6.6 6.1 49 44 36 33 33 33 131 9.3 4.4 33
Unemployment rate (%, avg) 9.8 n7 10.2 9.4 93 1.7 10.1 10.4 9.6 1.5 6% 10.2 9.4 12 10.1 10.3 10.3

Central bank policy rate (%, eop) 1200 13.00 1325 1325 13.00 1150 950 800 7.00 625 575 550 550 1200 1300 7.00 550
Foreign exchange (USDCOP, eop) 4853 4623 4172 4,068 3855 4,049 4078 4102 47116 47120 4725 4740 4150 4853 3855 4116 4,150

2022 2023 2024 2025
Mexico Q4 (e} Q2 Q3 Q4f Qif Q2f Q3f Qaf Q1f Q2f Q3f Q4f 2022 2023f 2024f 2025f
Real GDP (y/y % change) 4.5 Bi5 3.4 33 3.4 3.8 4.0 2.4 2.1 18 14 1.6 14 39 34 3.1 1.6
CPI(yly %, eop) 7.8 6.8 5.1 45 4.7 4.5 4.7 4.7 4.6 4.0 38 38 36 7.8 4.7 4.6 3.6
Unemployment rate (%, avg) 3.0 2.7 2.8 3.0 2.7 3.0 3.1 32 32 33 33 34 35 33 2.8 31 34

Central bank policy rate (%, eop) 10.50 125 125 1125 11.25 11.00 10.50 10.00 9.50 9.00 8.50 8.00 7.50 1050  11.25 9.50 7.50
Foreign exchange (USDMXN, eop) 19.50 18.05 1712 1742  16.97 17.70 1780 1810 18.40 1870 1890 19.25 19.50 1950 16.97 18.40 19.50

2022 2023 2024 2025
Peru Q4 Q1 Q2 Q3 Q4f Q1f Q2f Q3f Q4f Q1f Q2f Q3f Q4f 2022 2023f 2024f 2025f
Real GDP (y/y % change) 1.8 -0.4 -0.5 -1.0 -0.2 15 2.8 3.0 1.9 2.6 25 15 13 2.7 -0.5 23 2.0
CPI(y/y %, eop) 8.5 8.4 6.5 5.0 3.2 2.6 23 1.9 2.4 2.2 2.1 2.3 24 8.5 32 2.4 2.4
Unemployment rate (%, avg) 7.1 75 6.6 6.7 6.4 72 6.5 6.6 6.4 7.0 6.5 6.4 6.2 7.7 6.8 6.7 6.5
Central bank policy rate (%, eop) 7.50 7.75 7.75 750 6.75 6.00 525 450 4.25 425 400 400 4.00 7.50 6.75 425  4.00
Foreign exchange (USDPEN, eop) 3.81 3.76 3.63 3.78 3.70 3.78 3.70 3.80 3.75 3.75 3.75 3.80 3.75 3.81 3.70 3.75 3.75

2022 2023 2024 2025
Canada Q4 Q1 Q2 Q3 Q4f Q1If Q2f Q3f Q4f Q1If Q2f Q3f Q4f 2022 2023f 2024f 2025f
Real GDP (y/y % change) 22 18 12 05 0.8 0.2 0.1 0.7 11 18 23 2.8 3.0 3.8 11 0.5 25
CPI(y/y %, eop) 6.7 5.1 35 37 32 29 2.7 25 2.1 23 2.1 19 2.0 6.7 32 2.1 2.0
Unemployment rate (%, avg) 51 5.0 52 55 58 6.1 6.3 6.6 6.7 6.7 6.7 6.6 6.5 53 54 6.4 6.6
Central bank policy rate (%, eop) 4.25 4.50 475 5.00 5.00 5.00 4.75 4.25 4.00 3.50 3.25 3.25 3.25 4.25 5.00 4.00 3.25

Foreign exchange (USDCAD, eop) 1.36 135 132 1.36 132 133 133 1.28 1.28 1.25 1.25 1.25 1.25 1.36 132 1.28 125

2022 2023 2024 2025
United States Q4 (e} Q2 Q3 Q4 Qif Q2f Q3f Qaf Q1f Q2f Q3f Q4f 2022 2023f 2024f 2025f
Real GDP (y/y % change) 0.7 17 2.4 29 31 2.1 1.6 0.6 0.8 11 15 1.8 1.8 19 2.4 13 1.6
CPI(yly %, eop) 7.1 5.8 4.1 3.6 32 30 28 29 25 24 24 2.2 2.2 71 32 25 22
Unemployment rate (%, avg) 3.6 35 3.6 3.7 3.7 4.0 41 4.2 43 4.4 45 4.6 4.6 36 3.6 41 45
Central bank policy rate (%, eop) 450 5.00 525 5.50 5.50 5.50 5.25 475 4.00 3.50 3.25 3.25 3.25 450 5.50 4.00 3.25

Foreign exchange (EURUSD, eop) 1.07 1.08 1.09 1.06 1.10 1.10 110 112 112 118 118 1.18 1.18 1.07 110 112 118

Sources: Scotiabank Economics, Bloomberg, BCB, Haver Analytics, Focus Economics, Consensus Economics.
Red indicates changes in estimates and forecasts since previous Latam Weekly on January 12, 2024.
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2023

2024

2025

Brazil

e @ @

Q4f

Q1f

Q2f

Q3f

Q4 QI

Q2f  Q3f

Q4f

2022 2023f 2024f 2025f

Real GDP (y/y % change)
CPL{yfy %, eop)

Unemployment rate (%, avg)
Central bank policy rate (%, eop)
Foreign exchange (USDBRL, eop)

2023

2024

2025

Chile

Qe @2 @

Q4f

Q1f

Qf

Q3f

Q4 Qf

QA  Q3f

Q4f

2022 2023f 2024f 2025f

Real GDP (y/y % change)
CPL{yfy %, eop)

Unemployment rate (%, avg)
Central bank policy rate (%, eop)
Foreign exchange (USDCLP, eop)

20.00

20.00 20.00

20.00

20.00

2023

2024

2025

Colombia

e @ @

Q4f

Q1f

Q2f

Q3f

Q4 QI

Q2f  Q3f

Q4f

2022 2023f 2024f 2025f

Real GDP (y/y % change)

CPHy/y %, eop)

Unemployment rate (%, avg)
Central bank policy rate (%, eop)
Foreign exchange (USDCOP, eap)

-0.2

04 05

05

01 05

2023

2024

2025

Mexico

e @ @

Q4f

Q1f

Q2f

Q3f

Q4 Qf

Q2f  Q3f

Q4f

2022 2023f 2024f 2025f

Real GDP (y/y % change)

CPI(y/y %, eop)

Unemployment rate (%, avg)
Central bank policy rate (%, eop)
Foreign exchange (USDMXN, eop)

-0.1

-0.4

-0.1

2023

2024

2025

Peru

M @ @3

Q4f

Q1f

Q2f

Q3f

Q4 QI

Q2f  Q3f

Q4f

2022 2023f 2024f 2025f

Real GDP (y/y % change)
CPL{yfy %, eop)

Unemployment rate (%, avg)
Central bank policy rate (%, eop)
Foreign exchange (USDPEN, eop)

-04

-03

-0.1

Sources: Scotiabank Economics, Bloomberg, BCB, Haver Analytics, Focus Economics, Consensus Economics.

Changes in estimates and forecasts since previous Latam Weekly on January 12, 2024.
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Forecast Updates: Central Bank Policy Rates and Outlook

Latam Central Banks: Policy Rates and Outlook

Next Scheduled Meeting BNS Forecast
Current Date BNS End-2024 End-2025 BNS guidance for next monetary policy meeting

Brazil, BCB, Selic 1.75% Jan-31 11.25% 9.00% 8.50%
Chile, BCCh, TPM 8.25% Jan-31 7.25% 4.25% 4.25% We anticipate a 100 bps cut to 7.25% at the January meeting.

Colombia, BanRep, TII 13.00% Jan-31 12.50% 7.00% 5.50% In December, the central bank kicked off the easing cycle with a cautious rate
cut of 25 bps. Economic contraction in recent months weighed in the balance
of risk of the central bank. The minimum wage increase was set at 12%, which,
in any case, is disinflationary compared with the increase registered in 2023
(16%). In January, some board members could put the possibility of a 50 bps
cut on the table. We think that in H1-2024, BanRep will have space to speed
up the easing cycle, given our expectation of a steep inflation correction.

Mexico, Banxico, TO 11.25% Feb-08 11.25% 9.50% 7.50% Banxico minutes signaled that the Board could cut the target rate in the last
month of Q1 or in Q2. Private consensus stand for a first cut in March, in line
with Scotiabank's expectations. However, the minutes also emphasized the
importance of data dependent decisions. Upside risks in inflation remain, as
economic activity has gained momentum, and the procyclical fiscal policy for
2024 has lifted expectations of a higher demand. In this regard, the
forthcoming inflation reports, considering the persistence in the core
component and fluctuations in non-core items, will be highly relevant for
assessing the future of monetary policy.

Peru, BCRP, TIR 6.50% Feb-08 6.25% 4.25% 4.00% We expect a new interest rate cut of 25 bps in February after both inflation
expectations and core inflation returned to the target range. Weak economic
performance is also an influencing factor.

Sources: Scotiabank Economics, Scotiabank GBM, Bloomberg.
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Key Economic Charts

Chart1 Chart 2
Real GDP Latam: Monthly Economic Activity Index Tracker
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Key Market Charts

Chart1

Latam Currencies Performance
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Chart 3
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Chart 2
Latam Equities Performance
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Chart4
10-yr CDS Spreads: Latam Sovereigns &
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Yield Curves

Chart 1
Brazil: BM&F Pre x DI Curve
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Chart 3

Brazil: NTN Curve
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Chart 5

Chile: Sovereign Curve
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Chart 2

Brazil: BM&F Pre x DI Curve Moves
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200 ¢
bps
150
100

50

-50

-100

m 1 week chg.

1 month chg.
mvs. End 2023

-150

-200 -
3M 6M 9M 1Y 2Y 3Y 4Y 5Y 6Y 7Y 8Y 9Y 10Y15Y20Y25Y30Y35Y

Sources: Scotiabank Economics, Bloomberg.

Chart 6

Chile: Sovereign Curve Moves
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Yield Curves

Chart7 Chart 8
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Yield Curves

Chart 13 Chart 14
Mexico: M-Bono Curve Mexico: M-Bono Curve Moves
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Chart 15 Chart 16
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Chart 17 Chart 18
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Market Events & Indicators for January 27-Februa

BRAZIL
Date
Jan-29
Jan-29
Jan-29
Jan-29
Jan-30
Jan-30
Jan-31
Jan-31
Feb-01
Feb-01
Feb-02
Feb-02
Feb-02
Feb 01-03
Feb-05
Feb-05
Feb-06
Feb-06
Feb-06
Feb-07
Feb-07
Feb-07
Feb-07
Feb-07
Feb-07
Feb-07
Feb-07
Feb 06-07
Feb 06-07
Feb 06-07
Feb-08
Feb-08
Feb-08
Feb-09
Feb-09

CHILE
Date
Jan-30
Jan-31
Jan-31
Jan-31
Jan-31
Jan-31
Jan 29-31
Feb-01
Feb-01
Feb-07
Feb-07
Feb-07
Feb-07
Feb-07
Feb-07
Feb 01-07
Feb-08
Feb-08
Feb-08
Feb-08
Feb 07-12

Time
6:30

6:30 Nominal Budget Balance (BRL bn)

6:30
13:00
6:00
6:00

7:00 National Unemployment Rate (%)

16:30
6:00
8:00
3:00
7:00
7:00

8:00
8:00
6:00
6:00
6:00
3:00
7:00
7:00
7:00
7:00
13:00
13:00
13:00

6:00
7:00
7:00
7:00
7:00

Time
7:00
7:00
7:00
7:00
7:00

16:00

6:30
6:30
6:30
6:30
6:30
6:30
6:30
7:00

Event
Primary Budget Balance (BRL bn)

Net Debt % GDP (%)

Trade Balance Weekly (USD mn)
FGV Inflation IGPM y/y

FGV Inflation IGPM m/m

Selic Rate (%)
FGV CPIIPC-S (%)

S&P Global Brazil Manufacturing PMI

FIPE CPI - Monthly (%)
Industrial Production m/m
Industrial Production y/y
Vehicle Sales Fenabrave

S&P Global Brazil Composite PMI
S&P Global Brazil Services PMI
FGV Inflation IGP-DI y/y

FGV Inflation IGP-DI m/m
Central Bank Meeting Minutes
FIPE CPI - Weekly (%)

Retail Sales Broad m/m

Retail Sales y/y

Retail Sales Broad y/y

Retail Sales m/m

Imports Total (mn)

Exports Total (mn)

Trade Balance Monthly (mn)
Vehicle Exports Anfavea
Vehicle Production Anfavea
Vehicle Sales Anfavea

FGV CPIIPC-S (%)

IBGE Inflation IPCA m/m

IBGE Inflation IPCA y/y

IBGE Services Volume m/m SA
IBGE Services Volume y/y NSA

Event

Unemployment Rate (%)
Manufacturing Production y/y
Industrial Production y/y
Commercial Activity y/y
Retail Sales y/y

Overnight Rate Target (%)
Copper Production Total (mt)
Economic Activity m/m
Economic Activity y/y

Exports Total (USD mn)
Imports Total (USD mn)
Trade Balance (USD mn)
International Reserves (USD mn)
Copper Exports (USD mn)
Nominal Wage y/y

IMCE Business Confidence

6:00 CPIm/m

6:00 CPlyly

6:00 CPI Ex Volatile ltems m/m

6:00 CPI Ex Volatile Items y/y
Vehicle Sales Total

Forecasts at time of publication.
Sources: Scotiabank Economics, Bloomberg.

Period BNS

Jan --

Jan -

Jan 03
Jan 34
Jan 0.4
Jan 4.6
Jan -

Consensus

Latest BNS Comments

-37.27
-80.887
59.47
1013.2
-3.18
0.74
75
1.75
0.59
48.4
0.38

0.33

13

22

43

0.1
19478.7
28839.1
9360.37
25678
171578
248559
0.59
0.56
4.62
0.4

-0.3

Latest BNS Comments
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Market Events & Indicators for January 27-February 9

COLOMBIA
Date
Jan-31

Jan-31

Jan-31

Feb-01
Feb-04
Feb-04
Feb-05
Feb-07

Feb-07
Feb-07

Feb-07

MEXICO
Date
Jan-30
Jan-30
Jan-30
Jan-30
Jan-31
Feb-01
Feb-01
Feb-01
Feb-01
Feb-01
Feb-02
Feb-02
Feb-02
Feb-02
Feb-02
Feb 06-09
Feb 06-12
Feb-06
Feb-07
Feb-07
Feb-07
Feb-07
Feb 07-09
Feb-08
Feb-08
Feb-08
Feb-08
Feb-08
Feb-08
Feb-08
Feb-08
Feb-08
Feb-09
Feb-09
Feb-09

PERU
Date

Feb-01
Feb-01

Feb-08

Time Event
10:00 National Unemployment Rate (%)

10:00 Urban Unemployment Rate (%)

14:00 Overnight Lending Rate (%)

10:00 Davivienda Colombia PMI Mfg
17:00 Colombia Monetary Policy Minutes
17:00 Colombia Monetary Policy Minutes
10:00 Exports FOB (USD mn)

18:00 CPIm/m
18:00 CPI Coreyly

18:00 CPlyly
18:00 CPICore m/m

Time Event
7:00 GDPSA g/q
7:00 GDP NSAy/y

10:00

10:00
10:00
10:00
10:00
13:00
13:00
7:00
7:00
7:00
7:00
7:00

7:00
7:00
7:00
10:00

7:00
7:00
7:00
7:00
7:00
7:.00
7:00
7:00
14:00
7:00
7:00
7:00

Time
12:00
12:00

18:00

International Reserves Weekly (USD mn)
Mexican Public Balance (MXN mn)
Net Outstanding Loans (MXN bn)
S&P Global Mexico Manufacturing PMI
Remittances Total (USD mn)
Central Bank Economist Survey
IMEF Non-Manufacturing Index SA
IMEF Manufacturing Index SA
Gross Fixed Investment SAm/m
Vehicle Domestic Sales

Leading Indicators (m/m)

Gross Fixed Investment NSA y/y
Private Consumption y/y

Formal Job Creation Total (000s)
ANTAD Same-Store Sales y/y
Banamex Survey of Economists
Consumer Confidence

Vehicle Exports

Vehicle Production

International Reserves Weekly (USD mn)
Nominal Wages m/m

CPlyly

CPIm/m

CPI Coreyly

CPI Core m/m

Bi-Weekly CPly/y

Bi-Weekly CPI (%)

Bi-Weekly Core CPly/y

Bi-Weekly Core CPI (%)

Overnight Rate (%)

Industrial Production SAm/m
Manuf. Production NSA y/y
Industrial Production NSA y/y

Event
Lima CPly/y
Lima CPIm/m

Reference Rate (%)

Forecasts at time of publication.
Sources: Scotiabank Economics, Bloomberg.

Period
Dec

31-Jan

Jan

Jan
Jan
Jan

Jan

Period
4QP
4QP
26-Jan
Dec
Dec
Jan
Dec

Jan

Jan
02-Feb

Jan
Jan
Jan
Jan
31-Jan
31-Jan
31-Jan
31-Jan
08-Feb

Period
Jan
Jan

08-Feb

BNS
95

10.1

12.50

9.47

8.17

0.82

Consensus

8.9

Consensus

BNS
29
-0.1

6.25

Consensus

January 26, 2024

Latest BNS Comments
9.01 Employment growth has moderated, partly reflecting the economic
slowdown. The service sectors will continue to contribute positively, while
the manufacturing and construction sectors could begin to contribute

6 negatively to job creation, being the sectors hardest hit by the slowdown.

8.6

13.00 We expect the BanRep to cut its benchmark rate by 50 bps and to
continue the easing cycle in the coming meetings. However, the pace will
largely depend on the slowdown in inflation. That said, we expect the
easing cycle to accelerate in the first half of 2024, as, during this period,
we expect inflation to decline more significantly amid statistical base
effects from index-linked items.

52

4151.81
0.45 We believe that statistical base effects will contribute to a pronounced
correction of inflation in the first quarter of 2024. The statistical base
10.33 plays an important role in food, tradable and index-linked items. In
9.08 January, food inflation is expected to be moderate, while items that
usually have increases will show a lower average monthly increase than

0.66 those observed in 2023.

Latest BNS Comments
1.07
3.31
212769
-790.5
5989.4
52
4908.1

52147
49.838
191
142959
0.01
255
522
-384.88
52

46.81
282316
215923
212769

9
4.66
0.71
5.09
0.44
4.9
0.49
4.78
0.25

1.25

-0.96

-0.25

2.83

Latest BNS Comments
3.24 Inflation would return to the target range sooner than expected.
0.41 Negative inflation in January due to reversal of food supply shocks and
lower local fuel prices.
6.50 BCRP would cut its key rate by 25bps taking advantage of lower than
expected inflation.
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