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Latam Weekly: Mexico and Brazil Inflation, Quiet
Elsewhere in Latam

ECONOMIC OVERVIEW

« Mexican and Brazilian mid-July inflation data is the highlight of a relatively quiet
Latam week ahead. After recent losses, local rates could’ve benefitted from soft
prices data, but that seems unlikely.

« Intoday’s report, our team in Colombia go over the country’s transformation over
the past few years and their hopes for a return to a pre-pandemic Colombia. In
Peru, the team outline their latest forecast changes and the political events on the
horizon.

« Regional (and global) markets will be sensitive to US political news, global PMIs, US
GDP/PCE data, and the BoC'’s decision (25bps cut expected).

PACIFIC ALLIANCE COUNTRY UPDATES

e  We assess key insights from the last week, with highlights on the main issues to
watch over the coming fortnight in the Pacific Alliance countries: Colombia, Mexico
and Peru.

MARKET EVENTS & INDICATORS

e A comprehensive risk calendar with selected highlights for the period
July 20-August 2 across the Pacific Alliance countries and Brazil.

Chart of the Week

Poor Weather Drives Food Prices Higher to Bring Headline Inflation to 5%;
Core Inflation Holds Downtrend
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Chart of the Week: Prepared by: Cesar Amador, Economic Analyst.
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Economic Overview: Mexico and Brazil Inflation, Quiet
Elsewhere in Latam

« Maexican and Brazilian mid-July inflation data is the highlight of a relatively
quiet Latam week ahead. After recent losses, local rates could’ve benefitted
from soft prices data, but that seems unlikely.

« Intoday’s report, our team in Colombia go over the country’s transformation
over the past few years and their hopes for a return to a pre-pandemic
Colombia. In Peru, the team outline their latest forecast changes and the
political events on the horizon.

« Regional (and global) markets will be sensitive to US political news, global PMis,
US GDP/PCE data, and the BoC’s decision (25bps cut expected).

After a solid global rates rally on below-expectations US CPI last Thursday, key G10
debt broadly held on to this optimism over the past week, unshaken by the ECB’s non-
event decision and even the assassination attempt on former President Trump last
Saturday. The same cannot be said for Mexican and Brazilian rates that have had a
rough few days, as the former are weighed by recent hot inflation prints and political
risks (domestic and foreign) while the latter are dragged by fiscal concerns as
President Lula remains uninterested in meeting fiscal targets.

Mexican and Brazilian debt may correct or add to losses next week as both countries
release mid-month inflation data that are the highlight of the Latam week ahead;
Mexico also releases economic activity and retail sales data. Brazilian inflation is on an
uptrend for the balance of the year owing to base effects, so we think the BCB is on
hold for the time being, no hikes no cuts. The regional calendar is relatively quiet
outside of Mexican and Brazilian data, and is thus unlikely to provide much direction
for domestic markets. Regional markets will be sensitive to US election news (Biden
possibly dropping out), a new set of global PMIs, US GDP/PCE data, and the BoC's
decision (25bps cut expected).

Chilean PPl and the BCCh's traders survey are worth a look but we're heading into the
late-July decision with a strong sense that officials will cut by 25bps; next week'’s
releases have no chance of changing this. Colombian and Peruvian calendars are bare
of anything of note, unfortunately. In today’s weekly, our team in Colombia go over the
country’s transformation over the past few years and their hopes for a return to a pre-
pandemic Colombia. In Peru, the team outlines their latest forecast changes and the
political events on the horizon.

In today’s report, our Mexico team writes a preview of next week’s data releases. The
H1-Jul CPI data out on Thursday is of greater importance than Monday’s economic
activity reading (though weak growth is noteworthy), as economists and markets
second guess August cut bets after the 5% y/y June headline inflation print. It's not
looking good for inflation trends in Mexico as rising fruits and vegetable prices
challenge the anchoring of inflation expectations that Banxico so desires to feel
confident about cutting again—a move that would be motivated by softening activity.
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Pacific Alliance Country Updates

Is Colombia Becoming Colombia Again?

Sergio Olarte, Head Economist, Colombia Jackeline Pirajan, Senior Economist
+57.1.745.6300 Ext. 9166 (Colombia) +57.1.745.6300 Ext. 9400 (Colombia)
sergio.olarte@scotiabankcolpatria.com jackeline.pirajan@scotiabankcolpatria.com

Before the pandemic, the Colombian economy and its markets used to be rather predictable and stable, a country with some premium due
to its lower financial deepening, but enough to ensure that FDI and portfolio investment were the main sources of financing for the
structural 3% of GDP current account deficit. Headline inflation used to oscillate in the upper half of the target range, and inflation
expectations usually hovered around the central bank’s target. GDP growth used to be at 3.50% on average, fiscal deficit and fiscal accounts
ran a bit above peers but the country always complied with debt payments and controlled debt stock below 55% of GDP, with a strong
tradition of having good credit. In fact, 1910 was the last time that Colombia went into default. Additionally, markets were not concerned
about the institutional framework; checks and balances were practically axiomatic, BanRep autonomy worked, while the status-quo was
never under discussion by investors.

After the pandemic, on top of the worldwide shock that hit economic activity and productivity across the globe, Colombia experienced an
amplified effect that produced stickier headline inflation, material social discontent, and higher deterioration of the fiscal accounts, which
resulted in a credit rating downgrade to become a non-investment grade country. In Colombia, inflation deceleration has been painful and
too gradual; debt to GDP is way above its peers, and the fiscal deficit has failed to be reduced. More important and permanent, for the first
time in recent history, there are many question marks around the possibility that pro-market institutions can change as President Petro
explicitly has said that he prefers a central bank more aligned with government purposes, more intervention in the FX market, and greater
debt to comply with his social programs, while wanting to restrict foreign participation in some businesses such as infrastructure, capital
markets, healthcare, among others.

All of the above changed the market’s perception of risk in Colombia, while local assets became more volatile and are now operating at
higher premiumes. In the case of the Colombian peso, weekly volatility increased from 53 pesos before the pandemic to 92 pesos post-March
2020, and since June 2022 the average weekly volatility has been 106 pesos. On the fixed income front, the slope of the curve suggests a
more significant pricing of the fiscal risk, while spreads vs. international references have also widened. This deterioration in assets and the
increment in volatility change the way that agents see the Colombian economy. Investment decisions had to incorporate higher premiums
due to uncertainty; portfolio investment also needed to adapt to less stable markets, while consumers had a hard time due to inflation and
market reactions to the FX and rates.

That said, structural levels for financial assets changed and now involve higher risk premiums because Colombia is no longer an investment-
grade economy but also because international rates are expected to stay structurally “high for longer”. However, fundamental variables are
transitioning to a more predictable path and are converging to what they used to be before the pandemic. The institutional framework
proved robust, and BanRep demonstrates independence and a rigorous approach in which they want to avoid surprise markets. Regarding
macro variables, GDP has stagnated, but expectations point to a gradual recovery to an expansion speed of ~3%, below pre-pandemic
standards. Inflation reduction is a matter of patience, as the indexation that took us to the highest inflation rate in the modern era is the
same indexation that is taking us gradually to the target of 3% again, and inflation expectations are also anchoring gradually. If there is no
further shock, Colombia gradually will become the Colombia we used to know again.

Mexico—Inflation and Economic Activity Preview

Miguel Saldafia, Economist
+52.55.5123.1718 (Mexico)
msaldanab@scotiabank.com.mx

Next week, two important indicators will be released in Mexico; bi-weekly inflation for the first half of July, and IGAE (economic activity) for
May. During the year, headline inflation has outperformed consensus, showing an acceleration in the latest readings due to the rebound in
agricultural and energy prices. On this occasion, we believe that fruits and vegetables will continue to lead the increase in prices, mainly due
to adverse weather conditions. As a result, we believe that headline inflation will rebound to reach levels close to 5.4%, a level not observed
since May 2023. On the other hand, the core component of inflation could continue its slowing trend, moderating its pace to 4.0%. In terms
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of monetary policy implications, we believe that the next decision on August 8 will be divided for a 25bps cut. The minutes of the last
meeting noted that the Governing Board maintains a dovish tone, considering that the effect of lower-than-expected economic activity on
inflation will be greater than the effect of the appreciation of the USDMXN after the elections. Nevertheless, the May IGAE (GDP monthly
proxy) print could present a stronger annual pace, derived from the dynamism in services, offsetting the stagnation in industry and setbacks
in manufacturing. Also, the minutes showed that the Governing Board consider the spike in non-core items to be transitory and highlighted
that medium-term inflation expectations have remained somewhat stable. Thus, we believe Banxico will cut at the next meeting, despite
setbacks in headline inflation in the coming print. However, any higher-than-expected number in core items such as merchandise and
services could justify the case for a pause in August, moving the next cut to September.

Peru—New Economic Forecasts, Old Political Woes

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

We are increasing our GDP growth forecast for 2024 from 2.7% to 3.0%. This is partially math, Chart1

following higher-than-expected +5.0% growth during April-May, and partially reflects the Peru: Inflation & Reference Rate

impact on consumption that we expect after the legally-mandated AFP pension fund 91 o
withdrawals beginning in July. s | M»
One might wonder whether growth in 2024 might not be even greater than 3.0%. The Tr
problem with this is that domestic demand continues to be low, especially private sector 6
demand. The +5.0% growth figures for April-May were largely the result of a post-Nifio 5t .
rebound in agriculture and, especially, fishing. In June, with the fishing campaign much 4 |
abridged, we expect growth to be much lower, somewhere between 2.0% and 2.5%. 3 L
Overall, we need to see three domestic demand-linked indicators show some vigor beforewe 2.t ____ | o </
can be more aggressive in our growth expectations. These are cement sales (a proxy for 17 Reference Rate :
private construction), industrial manufacturing (which strips away fishmeal processing) and 0 — —r—— :. —
loans growth in the financial system. All three were weak in May. For June, we only have data 2 ?, 2 § § § «‘é‘) i‘ § i 2 é_ 2
for cement sales, and these were down a discouraging 9%, y/y, for the month. 0250025002500
Sources: Scotiabank Economics, BCRP.

We have also mildly revised our BCRP reference rate forecasts. We had already raised our

year-end 2024 forecast to 5.0% (from 4.75%). We are also now raising our year-end 2025 Chart 2
o o . . o .

forecast to 4.25% (from 4.00%). The BCRP has signaled a number of times its discomfort with Peru: GDP Growth

the idea of lowering the local reference rate to par with the Fed rate. We are inclined to 15 o 136

believe that it will continue to avoid doing so. As a result, we expect the BCRP to maintain its 13t

reference rate at 5.75% once again in August. 07
8 5.9

Inflation would apparently help the BCRP to argue in favour of not moving its policy rate. The 5 3340 40 50

key prices we follow are trending at levels indicative of 0.25% monthly inflation for July, and 3 2 2 22 1 %

rising. This would mean that yearly headline inflation should at best improve negligibly from 0

2.3%, to 2.2%, and core inflation is likely to remain above, or near, 3.0%. This would be a 2 06

sufficient excuse not to lower rates at the BCRP’s August meeting. 3

On the political front, the next couple of weeks promise to be eventful. Much of the focus will 10 1

. ) . . - -1

be on the traditional July 28" Presidential address. July 28 is Peru’s Independence Day, and 12 0

the yearly anniversary of each government’s regime. In the past this has been an opportunity ) g g g g ~ g g § S § g5

for governments to announce novelties, and outline changes in strategy and policy. In recent 8§ & & 8 8 88 Q& NJ]
Sources: Scotiabank Economics, BCRP

years, the addresses have centered around more pedestrian topics, basically recounting what

the government has done, and what is in the pipeline, little of which normally constitutes a novelty. The Boluarte regime has so far instated
good State management on a day-to-day basis, but avoided strong novelty or policy statements. Given this behaviour, we do not expect
anything too new in the July 28" address.
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There is a chance, however, of a few changes in the cabinet. This has also happened in the past, every so often, although it is not a sure
thing. The head of the cabinet, Gustavo Adrianzén, has stated that there will be no cabinet changes around this date, but this has not
stopped part of the press from speculating that there might. Much of the focus is on the Minister of the Interior, of Health, and of Education.
The Ministries most linked to the economy, such as Finance, Production, or Transportation seem safe (hopefully!).

On the frontier between the economic and the political, is the recent announcement by Southern Copper that it is going ahead with the
large Tia Maria copper project. It is our understanding that certain peripheral works have, in fact, begun. This decision has, as expected,
triggered voices of opposition, although so far, this opposition has been rather lukewarm. Having said that, the national labour union (CGTP,
Confederacion General de Trabajadores del Per() has announced mobilizations on different dates from July 19*" to July 29", and one of the
issues they have included in their platform is their opposition to Tia Maria. Many people may look at the magnitude of these mobilizations to
gauge the extent of opposition to the project.

Meanwhile, political jockeying with an eye on the 2026 elections has begun, linked to the July 12" deadline for hopefuls to attach
themselves to a political party. It is, perhaps, too early to read too much into who is who and what parties are doing what, but one news
item has risen above the rest. Keiko Fujimori announced that her father, Alberto Fujimori, would run for president representing the Fuerza
Popular Party. It is not clear whether he, as an ex-convict, is legally capable of doing so, however, and there seems to be a good chance that
electoral authorities will legally block his candidacy.
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Forecast Updates

2022 2023 2024 2025
Brazil Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1if Q2f Q3f Q4f 2022 2023 2024f 2025f
Real GDP (y/y % change) 2.7 4.2 35 2.0 21 25 1.6 2.0 23 2.0 2.0 2.0 2.0 3.0 2.9 21 2.0
CPI (y/y %, eop) 5.8 4.7 32 52 4.6 39 4.2 4.2 4.1 3.9 3.6 3.7 3.8 5.8 46 4.1 38
Unemployment rate (%, avg) 7.9 8.8 8.0 7.7 7.4 7.9 7.4 7.4 7.2 7.8 7.8 7.8 7.8 7.9 7.4 7.3 7.8
Central bank policy rate (%, eop) 13.75 13.75 1375 1275 11.75 10.75 10.50 10.50 10.50 10.25 10.00 9.50 9.50 13.75 1.75 10.50 9.50
Foreign exchange (USDBRL, eop) 5.28 506 479 503 486 5.01 5.59 51 509 507 505 507 509 528 486 509 509

2022 2023 2024 2025
Chile Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1if Q2f Q3f Q4f 2022 2023 2024f 2025f
Real GDP (y/y % change) -23 0.3 -0.4 0.6 0.4 23 1.8 2.0 4.4 2.6 3.8 2.6 12 21 0.2 2.7 2.5
CPI(y/y %, eop) 12.8 11 7.4 47 34 32 38 4.0 4.0 4.6 4.0 3.6 35 12.8 34 4.0 35
Unemployment rate (%, avg) 7.9 8.8 8.5 8.9 8.5 8.7 8.3 7.8 7.3 7.9 8.2 7.9 7.2 7.9 8.5 8.0 7.8
Central bank policy rate (%, eop) 11.25 11.25 11.25 9.50 8.25 7.25 5.75 5.50 5.25 5.00 4.75 4.50 4.25 11.25 8.25 525 4.25
Foreign exchange (USDCLP, eop) 851 795 802 892 879 979 940 900 870 870 870 870 870 851 879 870 870

2022 2023 2024 2025
Colombia Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1f Q2f Q3f Q4f 2022 2023 2024f 2025f
Real GDP (y/y % change) 22 2.7 0.3 -0.7 0.3 0.7 3.0 13 11 35 2.8 2.6 2.6 7.3 0.6 1.5 2.9
CPI (y/y %, eop) 131 133 121 1.0 9.3 7.4 72 6.1 5.6 42 3.6 35 3.4 131 93 5.6 34
Unemployment rate (%, avg) 9.8 1.7 10.2 9.4 9.4 11.9 10.8 10.6 10.4 123 10.9 11.0 10.7 1.2 10.2 10.9 1.2

Central bank policy rate (%, eop) 12.00 13.00 1325 1325 13.00 12.25 11.25 10.00 8.50 7.00 5.50 5.50 5.50 12.00 13.00 8.50 5.50
Foreign exchange (USDCOP, eop) 4,853 4,623 4172 4,068 3855 3,852 4,153 4,902 4116 4,120 4125 4140 4,150 4,853 3,855 4,116 4,150

2022 2023 2024 2025
Mexico Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4af Qif Q2f Q3f Q4f 2022 2023 2024f 2025f
Real GDP (y/y % change) 4.4 3.6 35 34 23 1.6 24 2.0 1.8 18 15 1.6 14 37 32 2.0 1.6
CPI(y/y %, eop) 7.8 6.8 5.1 45 4.7 4.4 5.0 4.7 45 4.0 38 38 37 7.8 4.7 45 37
Unemployment rate (%, avg) 3.0 2.7 2.8 3.0 2.7 25 2.8 32 32 33 33 34 35 33 2.8 3.0 34

Central bank policy rate (%, eop) 10.50 125 125 1125 125 11.00 100 1075 10.50 10.00  9.50 875 800 1050 1125 1050  8.00
Foreign exchange (USDMXN, eop) 1950 18.05 1712 17.42 1697 1656 1832 1880 1890 19.50 19.60 19.80 20.00 1950 16.97 1890 20.00

2022 2023 2024 2025
Peru Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1if Q2f Q3f Q4f 2022 2023 2024f 2025f
Real GDP (y/y % change) 1.8 -0.4 -0.5 -0.9 -0.4 1.4 42 32 2.9 3.6 2.2 2.0 23 2.7 -0.6 3.0 25
CPI(y/y %, eop) 8.5 8.4 6.5 5.0 32 3.0 23 2.0 24 2.1 2.2 23 2.4 8.5 32 2.4 2.4
Unemployment rate (%, avg) Al 7.5 6.6 6.7 6.4 7.7 6.6 6.7 6.5 7.2 6.5 6.4 6.2 7.7 6.8 6.8 6.6
Central bank policy rate (%, eop) 7.50 7.75 7.75 7.50 6.75 6.25 5.75 550  5.00 475 450 4.25 4.25 7.50 6.75  5.00 4.25
Foreign exchange (USDPEN, eop) 3.81 3.76 3.63 378 3.70 372 384 380 3.75 3.75 375 3.80 3.78 3.81 3.70 3.75 3.78

2022 2023 2024 2025
Canada Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1if Q2f Q3f Q4f 2022 2023 2024f 2025f
Real GDP (y/y % change) 2.2 2.0 1.3 0.7 1.0 0.5 0.9 14 2.0 2.1 2.1 22 2.2 3.8 1.2 1.2 2.1
CPI(y/y %, eop) 6.7 5.1 35 37 32 28 2.7 2.3 26 25 2.0 22 2.1 6.7 32 26 21
Unemployment rate (%, avg) 5.1 5.1 53 515 5.8 5.9 6.2 6.3 6.4 6.5 6.5 6.5 6.4 53 5.4 6.2 6.5
Central bank policy rate (%, eop) 4.25 4.50 4.75 5.00 5.00 5.00 475 4.25 4.00 3.75 3.50 3.25 3.25 4.25 5.00 4.00 3.25
Foreign exchange (USDCAD, eop) 1.36 1.35 132 1.36 1.32 135 137 1.38 1.36 134 1.32 1.32 1.30 1.36 132 1.36 130

2022 2023 2024 2025
United States Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1if Q2f Q3f Q4f 2022 2023 2024f 2025f
Real GDP (y/y % change) 0.7 17 2.4 29 31 29 2.8 1.9 1.5 17 17 1.9 1.9 1.9 25 23 18
CPI(y/y %, eop) 7.1 5.7 4.0 3.6 32 32 3.2 29 29 29 25 22 22 7.1 32 29 22
Unemployment rate (%, avg) 3.6 35 3.6 3.7 3.7 38 4.0 4.0 4.1 41 41 41 41 3.6 3.6 4.0 41
Central bank policy rate (%, eop) 4.50 5.00 5.25 5.50 5.50 5.50 5.50 525 5.00 450  4.00 3.50 3.50 4.50 550  5.00 3.50
Foreign exchange (EURUSD, eop) 1.07 1.08 1.09 1.06 110 1.08 1.07 1.07 1.09 11 11 115 115 1.07 110 1.09 115

Sources: Scotiabank Economics, Bloomberg, BCB, Haver Analytics, Focus Economics.
Red indicates changes in estimates and forecasts since previous Latam Weekly on June 28, 2024.
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Forecast Updates—Changes Compared To Previous Latam Weekly
2022 2023 2024 2025
Brazil Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1if Q2f Q3f Q4af 2022 2023 2024f 2025f
Real GDP (y/y % change) - - - - - - - - - - - - - - - -
CPI(y/y %, eop) - - - 01 - - - - - - - -
Unemployment rate (%, avg) - - - - - - - - - - - - - - - -
Central bank policy rate (%, eop) - - - - - - - - - - - -
Foreign exchange (USDBRL, eop) - - - - - 022 - - - - - - - - - -
2022 2023 2024 2025
Chile Q4 (e} Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1f Q2f Q3f Q4f 2022 2023 2024f 2025f
Real GDP (y/y % change) - - - - - -1.8 -0.1 0.4 0.6 15 -0.6 -1.4 - - -0.3 -
CPI(y/y %, eop) - - - - - - - - - - - -
Unemployment rate (%, avg) - - - - - - - - - - - - - - - -
Central bank policy rate (%, eop) - - - - - - - - - - - -
Foreign exchange (USDCLP, eop) - - - - - - - - - - - - - - - -
2022 2023 2024 2025
Colombia Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1if Q2f Q3f Q4f 2022 2023 2024f 2025f
Real GDP (y/y % change) - - - - - 111 - -0.7 1.7 0.6 0.2 03 - - 0.1 0.7
CPI(y/y %, eop) - - - - 01 - - - 0.1 - - - -
Unemployment rate (%, avg) - - - - - - - - - - - - - - - -
Central bank policy rate (%, eop) - - - - 0.25 0.25 025 - - - 025 -
Foreign exchange (USDCOP, eop) - - - - - 75 - - - - - - - - - -
2022 2023 2024 2025
Mexico Q4 Q1 Q2 Q3 Q4 (e} Q2e Q3f Q4 Q1f Q2f Q3f Q4f 2022 2023 2024f 2025f
Real GDP (y/y % change) - - - - - - - - - - - - - - - -
CPI(y/y %, eop) - - - 0.2 0.1 - - - - - - -
Unemployment rate (%, avg) - - - - - -0.2 - - - - - - - - - -
Central bank policy rate (%, eop) - - - - - - - - - - - -
Foreign exchange (USDMXN, eop) - - - - - -0.38 - - - - - - - - - -
2022 2023 2024 2025
Peru Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1if Q2f Q3f Q4af 2022 2023 2024f 2025f
Real GDP (y/y % change) - - - - - 1.0 -0.1 0.2 0.4 -0.7 0.1 0.2 - - 03 -
CPI(y/y %, eop) - - - 0.1 0.1 - -0.1 0.1 - - - - - -
Unemployment rate (%, avg) - - - - - -0.9 -0.8 -0.6 -0.1 -04 -0.2 -0.1 - - -0.6 -0.2
Central bank policy rate (%, eop) - - - - 0.50 0.25 0.25 0.50 0.25 0.25 - - 0.25 0.25
Foreign exchange (USDPEN, eop) - - - - - 0.09 - - - - - 0.03 - - - 0.03
2022 2023 2024 2025
Canada Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1f Q2f Q3f Q4af 2022 2023 2024f 2025f
Real GDP (y/y % change) - - - - - - - - - - - - - - - -
CPI(y/y %, eop) - - - - - - - - - - - -
Unemployment rate (%, avg) - - - - - - - - - - - - - - - -
Central bank policy rate (%, eop) - - - - - - - - - - - -
Foreign exchange (USDCAD, eop) - - - - - -0.01 - - - - - - - - - -
2022 2023 2024 2025
United States Q4 Q1 Q2 Q3 Q4 Q1 Q2e Q3f Q4f Q1if Q2f Q3f Q4f 2022 2023 2024f 2025f
Real GDP (y/y % change) - - - - - - - - - - - - - - - -
CPI(y/y %, eop) - - - -0.1 - - - - - - - -

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

Sources: Scotiabank Economics, Bloomberg, BCB, Haver Analytics, Focus Economics.
Changes in estimates and forecasts since previous Latam Weekly on June 28,2024.
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Latam Central Banks: Policy Rates and Outlook
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BNS guidance for next monetary policy meeting

Next Scheduled Meeting BNS Forecast
Current Date BNS End-2024 End-2025
Brazil, BCB, Selic 10.50% Jul-31 10.50% 10.50% 9.50%
Chile, BCCh, TPM 5.75% Jul-31 5.50% 5.25% 4.25%
Colombia, BanRep, TII 11.25% Jul-31 10.75% 8.50% 5.50%
Mexico, Banxico, TO 11.00% Aug-08 11.00% 10.50% 8.00%
Peru, BCRP, TIR 5.75% Aug-08 5.75% 5.00% 4.25%

We anticipate a 25 bps cut to 5.50% at the July meeting.

BanRep is expected to remain cautious in July. The mild reversal in the
disinflationary process could prevent the central bank from accelerating the
easing cycle. Economic activity numbers are pointing to stagnation. We think
August GDP numbers and inflation resuming its downward trend in July can
motivate the speed of the easing cycle since September.

Banxico kept the policy rate unchanged at 11.00% in a 4-1 vote, with Deputy
Governor Mejia voting for a 25 bps cut. The minutes showed some dovish bias
in the last meeting in 3 of the 5 members of the boards. In this sense, it looks
like members of the board are weighing the opposing risks of a depreciating
USDMXN and lower economic activity on inflation. As financial volatility has
eased after the initial post-election spike, we think those members could vow
for a less restrictive stance in the next meeting. However, given the upside
trend in non-core items, and headline inflation above expectations in recent
prints, we think there is still some possibility of leaving the rate unchanged at
the August meeting, in case inflation numbers for July show higher pressures.

The key prices we follow are trending at levels indicative of 0.25% monthly
inflation for July, and rising. This would mean that yearly headline inflation
should at best improve negligibly from 2.3%, to 2.2%, and core inflation is
likely to remain above, or near, 3.0%. This would be a sufficient excuse not to
lower rates at the BCRP’s August meeting.

Sources: Scotiabank Economics, Scotiabank GBM, Bloomberg.

Global Economics



Scotiabank.

LATAM WEEKLY

Key Economic Charts
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Latam: Monthly Economic Activity Index Tracker
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Key Market Charts

Chart1

Latam Currencies Performance
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Chart 4

10-yr CDS Spreads: Latam Sovereigns &
US BBB Corporates vs US*
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*Sovereigns vs US swaps; BBB corporates vs 10-yr USTs.
Sources: Scotiabank Economics, Bloomberg.
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Yield Curves
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Chile: Sovereign Curve
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Chile: Sovereign Curve Moves
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Yield Curves
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Chart 17
Peru: Sovereign Curve
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Market Events & Indicators for July 20-
BRAZIL
Date Time Event Period BNS  Consensus Latest BNS Comments
Jul-22 7:25 Central Bank Weekly Economist Survey -
Jul-22 14:00 Trade Balance Weekly USD mn 21-Jul -- - 1428.2
Jul-23 7:00 FGV CPIIPC-S (%) 19-Jul - - 03
Jul-25 7:00 FGV Consumer Confidence Jul - - 911
Jul-25 7:30 Current Account Balance USD mn Jun -- - -3400.2
Jul-25 7:30 Foreign Direct Investment USD mn Jun - - 3023
Jul-25 8:00 IBGE Inflation IPCA-15 m/m Jul - 0.25 0.39
Jul-25 8:00 IBGE Inflation IPCA-15y/y Jul - 439 4.06
Jul 22-25 Tax Collections BRL mn Jun - 206700 202979
Jul-26 7:00 FGV Construction Costs m/m Jul - - 0.93
Jul-26 7:30 Total Outstanding Loans BRL bn Jun - - 5954.512
Jul-26 7:30 Personal Loan Default Rate (%) Jun - -- 5.57
Jul-26 7:30 Outstanding Loans m/m Jun - - 0.7
Jul-26 Central Govt Budget Balance BRL bn Jun - - -60.983
Jul-26 Federal Debt Total BRL bn Jun - - 6912
Jul-29 7:25 Central Bank Weekly Economist Survey -
Jul-29 7:30 Primary Budget Balance BRL bn Jun - - -63.895
Jul-29 7:30 Nominal Budget Balance BRL bn Jun - - -138.256
Jul-29 7:30 Net Debt % GDP Jun - - 62.16
Jul-29 14:00 Trade Balance Weekly USD mn 28-Jul - - 1428.2
Jul-30 7:00 FGV Inflation IGPM m/m Jul - -- 0.81
Jul-30 7:00 FGV Inflation IGPM y/y Jul - - 2.45
Jul-31 8:00 National Unemployment Rate (%) Jun - -- 71
Jul-31 17:30 Selic Rate (%) 31-Jul - - 10.50
Aug-01 7:00 FGV CPIIPC-S (%) 31-Jul - - 03
Aug-01 9:00 S&P Global Brazil Manufacturing PMI Jul - - 525
Aug-02 8:00 Industrial Production m/m Jun - -- -0.9
Aug-02 8:00 Industrial Production y/y Jun -- - -1
Jul 30-Aug 02 Formal Job Creation Total Jun -- - 131811
Aug 02-04 Vehicle Sales Fenabrave Jul - - 214289
CHILE
Date Time Event Period BNS  Consensus Latest BNS Comments
Jul-24 9:00 PPIm/m Jun - -- 0.7
Jul-26 8:30 Central Bank Traders Survey --
Jul-31 9:00 Retail Sales y/y Jun - - 151
Jul-31 9:00 Unemployment Rate (%) Jun 8.1 - 8.3 We expect a decline in the unemployment rate, thanks to an increase in employment in a
context of a shrinking labour force.
Jul-31 9:00 Commercial Activity y/y Jun -- - 0.74
Jul-31 9:00 Industrial Production y/y Jun - - 228
Jul-31 9:00 Manufacturing Production y/y Jun - - -2.21
Jul-31 9:00 Copper Production Total mt Jun -- - 444639
Jul-31 18:00 Overnight Rate Target (%) 31-Jul 5.50 - 5.75 We anticipate a 25 bps cut to 5.50% at the July meeting.
Aug-01 8:30 Economic Activity m/m Jun -- - -0.38
Aug-01 8:30 Economic Activity y/y Jun - - 115
Aug 01-07 IMCE Business Confidence Jul - - 4378
COLOMBIA
Date Time Event Period BNS  Consensus Latest BNS Comments
Jul-24 Industrial Confidence Jun - - -5.4
Jul-24 Retail Confidence Jun -- - 125
Jul-31 11:00 Urban Unemployment Rate (%) Jun -- -- 10.31
Jul-31 11:00 National Unemployment Rate (%) Jun - -- 10.31
Jul-31 14:00 Overnight Lending Rate (%) 31-Jul 10.75 - 11.25 BanRep will continue to be cautious and vigilant on inflation dynamics. As June inflation
interrupted the inflation convergence we expect to see a 50 bps rate cut.
Aug-01 11:00 Davivienda Colombia PMI Mfg Jul - - 49.8
Aug-02 Quarterly Monetary Policy Report - - -

Forecasts at time of publication.
Sources: Scotiabank Economics, Bloomberg.
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Market Events & Indicators for July 20-
MEXICO
Date Time Event Period BNS  Consensus Latest BNS Comments
Jul-22 8:00 Retail Sales y/y May - - 32
Jul-22 8:00 Retail Sales m/m May - -- 0.5
Jul-22 8:00 Economic Activity IGAE m/m May -- - -0.62
Jul-22 8:00 Economic Activity IGAE y/y May - - 5.42
Jul-22 Citi Survey of Economists -
Jul-23 11:00 International Reserves Weekly USD mn 19-Jul - - 22184
Jul-24 8:00 Bi-Weekly CPI (%) 15-Jul - 0.52 0.53
Jul-24 8:00 Bi-Weekly CPly/y 15-Jul - 521 517
Jul-24 8:00 Bi-Weekly Core CPI (%) 15-Jul - 0.18 0.13
Jul-24 8:00 Bi-Weekly Core CPly/y 15-Jul -- 4.01 4.08
Jul-26 8:00 Exports USD mn Jun - -- 55670.93
Jul-26 8:00 Imports USD mn Jun - - 53679.72
Jul-26 8:00 Trade Balance USD mn Jun - - 1991.21
Jul-30 8:00 GDP SAd/q 2QP - - 0.28
Jul-30 8:00 GDP NSAy/y 2QP - - 16
Jul-30 11:00 International Reserves Weekly USD mn 26-Jul - - 22184
Jul-30 Mexican Public Balance MXN bn Jun - - -557.4
Jul-31 11:00 Net Outstanding Loans MXN bn Jun -- - 6259.5
Aug-01 11:00 S&P Global Mexico Manufacturing PMI Jul - - 511
Aug-01 11:00 Remittances Total USD mn Jun - - 5624.5
Aug-01 11:00 Central Bank Economist Survey -
Aug-01 14:00 IMEF Manufacturing Index SA Jul -- - 49.5
Aug-01 14:00 IMEF Non-Manufacturing Index SA Jul -- - 50.958
Aug-02 8:00 Unemployment Rate NSA (%) Jun - - 2.62
Aug-02 8:00 Gross Fixed Investment SA m/m May - - 0.93
Aug-02 8:00 Gross Fixed Investment NSA y/y May -- - 18.1
Aug-02 8:00 Vehicle Domestic Sales Jul - - 122929
Aug-02 8:00 Leading Indicators m/m Jun - - 0.07
Aug-02 8:00 Private Consumption y/y May - - 7.98
PERU
Date Time Event Period BNS  Consensus Latest BNS Comments
Aug-01 11:00 Lima CPly/y Jul 22 - 229
Aug-01 11:00 Lima CPIm/m Jul 03 - 0.12

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

Local Market Coverage

CHILE

Website: Click here to be redirected
Subscribe: anibal.alarcon@scotiabank.cl
Coverage: Spanish and English
COLOMBIA

Website: Click here to be redirected
Subscribe: Jjackeline.pirajan@scotiabankcolpatria.com
Coverage: Spanish and English
MEXICO

Website: Click here to be redirected
Subscribe: estudeco@scotiach.com.mx
Coverage: Spanish

PERU

Website: Click here to be redirected
Subscribe: siee@scotiabank.com.pe
Coverage: Spanish
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